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EXECUTIVE SUMMARY

College remains an essential path to economic security and a better life. Yet, tens of millions
of college graduates need student loans to pay for college, and for a generation of students,
borrowing for college has become the norm.

Loans help students enroll and persist in college and student debt pays off over time for most
students who complete a quality credential, especially for those who complete a at a public or
non-profit college. But, high default and delinquency rates, escalating loan balances for those
who rely on income-drive repayment (IDR) as a safety net to make payments more manageable,
and potentially long-term impact on careers and financial security underscore that for some
students, federal debt doesn’t pay off at all, and for still others, the payoff is much less than

the norm. Moreover, the burdens of student debt fall most heavily on low-income students and
underrepresented students of color, reinforcing long-time educational and economic inequities.

Although colleges cannot guarantee success, too many of them routinely and disproportionate-
ly enroll students who ultimately experience adverse debt outcomes. Better identifying these
colleges is key to effectively addressing the student debt crisis, including its inequitable impacts.

Accountability rules like Cohort Default Rates (CDR) and the recently repealed Gainful Employ-
ment (GE) rule define minimum standards to identify those colleges or programs that routinely
leave students worse off. Not only do these rules protect students from the worst-performing
colleges, but evidence suggests both that many colleges improve the value they offer students
in response to these standards and that, among colleges that do not improve, students have
access to better options at alternate programs and colleges. Now, however, policymakers need
new ways to hold colleges accountable to complement CDR.

Consequences of the COVID-19 pandemic add even more urgency to strengthen college ac-
countability and meaningfully protect millions of students from severe, long-term struggles with
student debt. To support borrowers during the COVID-19 pandemic, the federal government
has provided historic student loan repayment relief that temporarily suspends payments on
most federal student loans. This relief has provided vital help for borrowers with eligible loans.
However, at least four-years of CDRs will be impacted by the payment pauses, and some col-
leges with bad outcomes, that would otherwise have high CDRS, may avoid sanctions. Surging
enrollment at online programs may also lead to lower quality offerings and worsening loan out-
comes, once temporary relief is lifted.

Debt metrics can be used to measure several different outcomes that indicate student and bor-
rower success. These outcomes roughly fall into four categories, each of which points to ways
students struggle to repay their debt, and ways colleges can change the likelihood that they
struggle: successful degree completion, ability to use college’s credentials to obtain a well-pay-
ing job, adequate progress on loan repayment, and manageability of student debt.

This paper explores three debt metrics that could strengthen the existing accountability system:

. Each should be considered for use alongside the existing CDR. These
metrics seek to set a minimum standard where students are left better off after borrowing to
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attend college, are supported by a range of experts in the field, and are operationally viable.
However, each has its strengths and weaknesses.

For each metric, the paper uses existing data and research to analyze its strengths and weak-
nesses, including whether using the metric alongside CDRs, to help determine institutional ac-
cess to Federal Student Aid, could credibly be expected to lead to changes in college behavior
and improve borrower outcomes. We also discuss thresholds that policymakers could consider
setting as minimum standards for each metric.

SUMMARY OF DEBT METRICS

Metric

Definition used for this report

Example
thresholds

Ratio of the median annual loan
payments among students who
graduated, compared to those

, 20 percent
same former students’ average (pass GE)
Debt-to- discretionary annual income. P
discretionary earnings lecretlonary income is thg 30 percent
higher of the mean or median (fail GE)
annual earnings less than 150%
of the Federal Poverty Line for a
one-person family.
$19,140

Earnings net of debt payments

How much money will remain
from students’ earnings after
they make their expected stu-
dent loan payments.

(150% of the Federal
Poverty Line for one-
person family)

$28,000
(typical earnings of high school
graduate)

$35,000
(CEW Georgetown
definition of a “good job")

Repayment rate*

Percentage of all borrowers
whose loan balances decreased
by at least $1 among all bor-
rowers who entered repayment,
including non-completers.

15 percent
(Hatch/Shaheen proposal)

35 percent
(2011 GE rule)

45 percent
(PROSPER Act)

50 percent
(considered for GE rule)

* This paper also discusses alternative variations, such as “dollar-based” and “cohort-based” repayment rates.
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Although debt metrics are critical to strengthening protections for student-borrowers and
taxpayers, policymakers must make difficult decisions in developing and fitting debt metrics to-
gether to trigger accountability sanctions. To name just a few challenges, metrics should ideally
lead to responses from colleges that improve student outcomes and affordability, adequately
mitigate disproportionate impacts on low-income students and underrepresented students of
color, measure financial health for all borrowers and loan types (including non-completers and
private loans), and reliably signal performance in both good and bad economic times. On top
of that, policymakers must grapple with how quickly metrics can measure borrowers’ financial
health after students leave college, how well metrics cover most colleges and programs after
statistical exclusions, and how metrics interact with student loan repayment options—including
IDR.

Most crucially, policymakers must develop metrics and accountability systems that are not over-
ly influenced by racial and economic disparities outside the control of colleges. Low-income
students and students of color have the most to gain from federal accountability policies that
guard against colleges that consistently produce poor outcomes, and at the same time, main-
tain access to high-quality options. Still, they also have the most to lose from poorly designed
accountability systems that could adversely impact equitable college access.

Gaps and inconsistencies in publicly available data also make it hard to precisely model the
impacts of the three metrics explored in this report, or to definitively recommend a single
metric or threshold. Data are critical to understanding the benefits and harm reduction asso-
ciated with debt metrics, along with impacts on students that historically have had less access
to higher education. Currently, repayment rate is the only metric in this paper that has publicly
available data for the full universe of colleges participating in federal student aid. Debt-to-dis-
cretionary earnings and earnings net of debt payments have data available from GE, but those
data do not cover many programs at public and nonprofit four-year colleges, and they are
relatively outdated. Still, we believe that examining tangible—though imperfect—information on
debt, earnings, and loan repayment can help set a path forward for policymakers interested in
developing metrics and thresholds.

This paper finds earnings net of debt payments to be the most promising option for policymak-
ers to use in conjunction with CDR to determine federal aid access and college accountability
and oversight. This metric is more likely to result in colleges focusing on strategies to improve
completion and credential quality, while it is less influenced by racial disparities and macroeco-
nomic factors external to colleges. This metric is also well-suited for assessing outcomes of all
borrowers because it can include private loans and sets a minimum earnings floor that rep-
resents a basic income, that even students with little debt should make after college.

Despite their popularity, repayment rates are likely better indicators of strong performance on
loan outcomes, rather than barometers of whether colleges fail to meet a minimum bar. High-
er repayment rates may help to signal that most borrowers are keeping up with student loan
payments, but these rates are also influenced, more than other metrics, by factors external to
colleges—such as racial disparities in debt burdens and wealth and interactions between IDR,
family size, and interest rates. However, repayment rates may still add value in combination with
other metrics within an accountability system.
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Debt-to-discretionary earnings falls somewhere in between earnings net of debt payments and
repayment. This metric may lead colleges to make efforts to improve credential quality, as well
as make their offerings more affordable, so that students leave with less debt. That said, this
metric may be a less reliable indicator of borrower health for students who do not graduate and
have relatively little debt.

Based on our analysis and findings, we recommend that policymakers develop and implement
new metrics to supplement the use of CDR to determine institutional (or programmatic) eligi-
bility for federal aid to improve student debt outcomes. Specifically, we recommend that policy-
makers:

Hold colleges accountable for borrowers’ earnings after expected debt payments.
Students enroll in college for many reasons, and not all programs are intended to confer
economic returns. However, if a program is financed with student loans, it should at
least leave most borrowers with a minimum level of economic security.

Set an earnings threshold that measures a minimum level of economic success. The
threshold on earnings net of debt payments could be set at 150 percent of the Federal
Poverty Line ($19,140 for a single individual in 2020) or the typical earnings of a young
worker with a high school diploma. Thresholds could be set on a national average of
high school earnings ($28,000) or in the college’s state averages. A multiple of the
Federal Poverty Line would test whether a borrower makes enough after college to make
expected student debt payments, without eating into personal living necessities. Alterna-
tively, borrowers making less than a typical high school graduate (with no college degree
or certificate) would be likely worse off than if they had not attended college.

Consider establishing an alternative eligibility measure for federal student aid, such
as repayment rate. Earnings net of debt payments pairs well with repayment rate. The
repayment rate would provide an initial filter that would allow institutions, that have
strong loan payment outcomes, to pass the accountability standard, without any adverse
sanctions. Earnings net of debt payments would set a minimum standard for colleges
that do not pass the repayment rate threshold. These metrics work well together since
they both can evaluate the same set of borrowers, respectively, including both com-
pleters and non-completers. Fifty percent or 35 percent may be good thresholds for a
borrower-based repayment rate to identify colleges with adequate outcomes, that they
do not need an assessment on earnings net of debt payments.' Colleges would need to
pass CDR and existing eligibility standards as well.

Ensure earnings data are verified. Colleges have an opportunity to verify the calcula-
tions of CDR, but privacy laws forbid the same process from being used to verify earn-
ings. One federal court has ruled that using tax data to measure earnings did not con-
sider the fact that some colleges produce graduates who are disproportionately likely to
understate their income on their tax returns. Policymakers need to use the most accu-
rate and comprehensive earnings data possible and develop an earnings appeals pro-
cess that allows for reasonable due process, but also ensures institutions cannot game
earnings measures by submitting inflated and inaccurate income data for their students,
particularly if the accountability framework does not include an alternative mechanism,
like a repayment rate.

The Institute for College Access & Success
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e Consider using both institution-level and program-level metrics. Program-level met-
rics may help differentiate outcomes within colleges and avoid all or nothing account-
ability. However, they may raise n-size concerns. Policymakers should consider grouping
similar programs or calculating metrics that combine programs in the same credential
level. COVID-19 has also led to a surge in online course-taking, and policymakers should
consider ways to separate exclusively online and hybrid programs from other programs
in the same college.

e Take changes in economic conditions into account. Debt metrics should fairly as-
sess college performance during both good and bad economic times. Economic con-
ditions can influence all three debt metrics, and they are particularly important for
debt-to-discretionary earnings and repayment rate because of sensitivity to changes in
debt amounts and interest rates on top of changes in post-enrollment earnings. Rolling
averages can help, and their use is well-established from GE rulemaking. Adjustments to
metric rates, or thresholds, based on changing macroeconomic conditions and interest
rates are another option. For instance, earnings net of debt payments thresholds could
be adjusted based on typical earnings in states or regions that colleges serve.

e Assess metrics over the shortest time period possible to allow for valid measure-
ment of performance. Policymakers need to ensure that measurement occurs far
enough into repayment that results are stable and reflect current and likely longer-term
risk, but also soon enough that performance is reasonably attributed to the actions of
colleges or programs. This is especially difficult to achieve for repayment rate because
it, on average, increases steadily over time and short-term rates may be less reliable for
borrowers enrolled in IDR. All debt metrics should be calculated on exit cohorts, not ini-
tial enrollment. The universe of institutions can change too quickly over time for metrics
based on initial enrollment to effectively guard against poor outcomes at newly formed
or reorganized colleges (or programs). Policymakers should also consider measuring
earnings net of debt payments and repayment rate about five years after leaving college.
In contrast, a shorter measurement window may be sufficient for a debt-to-discretionary
earnings metric.

e Improve access to aggregate and student-level data. Resolve issues with sharing data
across government agencies to more effectively develop and implement metrics and
thresholds. Better data can help to highlight the benefits and harm reduction associat-
ed with debt metrics and mitigate unintended consequences. The U.S. Department of
Education should collect necessary data, calculate metrics, and analyze their effects,
before tying them to consequences. Data should allow for the disaggregation of debt
metric outcomes by program, including ways to separate exclusively online and hybrid
programs. Congress should require the federal government to collect private student
loan data directly from lenders to ensure a complete record of student debt. Congress
should also clarify that federal agencies, with earnings data, have the authority to share
those data and that evaluation of colleges and programs is a legitimate use of those data.
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INTRODUCTION

For a generation of students borrowing for college has become the norm. Today, most students
must borrow to complete a degree, and the amount they borrow has more than doubled in 15
years.? For many, borrowing continues to pay off over time, especially for those who complete
a bachelor’s degree at a public or non-profit college. But far too many Americans—more than

a million students who default on their student loans each year, and the over 1in 4 borrowers
who eventually default on their loans— end up worse off financially, than had they never en-
rolled at all.?

Contrary to the popular narrative, those struggling the most with the burden of student debt
are not the students borrowing the highest amounts to attend expensive private colleges or at-
tain graduate and professional degrees. Students who do not complete their programs, or who
completed low-quality credentials that employers do not value, face the worst outcomes, even
with relatively small amounts of debt. Additionally, systemic racism and its resulting wealth gaps
hit Black borrowers especially hard: Black students are more likely to borrow, borrow more, and
half of Black borrowers who first entered college in 2003-04 defaulted on their student loans
within 12 years.*

While colleges cannot guarantee success, too many of them routinely and disproportionately
enroll students who ultimately experience adverse debt outcomes. Better identifying these col-
leges is key for policymakers to effectively address the student debt crisis, including its inequi-
table impacts. Experience shows that holding colleges accountable can improve loan outcomes,
as the Cohort Default Rate and Gainful Employment (GE) rule have done.

This paper considers three approaches to more clearly defining and measuring how often
colleges leave students they enroll “worse off” financially: debt-to-discretionary earnings ratios,
earnings net of debt payments thresholds, and loan repayment rates. From among many alter-
natives, these three metrics stand out because they conceptually fit best with measuring wheth-
er colleges make students “worse off,” a range of experts in the field support their use, and
they meet the tests of operational viability. The paper also explores how policymakers could use
one or more of these “metrics” to hold colleges more accountable for meeting minimum stan-
dards to prevent high concentrations of bad loan outcomes among their students.®> The paper
focuses on metrics that can be used to manage high-stakes consequences for colleges (or pro-
grams offered by colleges) more effectively, such as the loss of access to federal student grant
aid and loans (Title IV eligibility). For each metric, the paper uses existing data and research, as
well as example borrower modeling, to analyze its strengths and weaknesses, including whether
the metric could credibly be expected to lead to changes in institutional behavior and improve
borrower outcomes if policymakers used it alongside the existing Cohort Default Rate (CDR) to
determine federal aid eligibility or trigger other sanctions. We also discuss promising thresholds
that policymakers could consider setting minimum standards for each metric.

Ultimately, we recommend policymakers prioritize developing an earnings based metric to
supplement CDR, building an accountability framework around earnings net of debt payments,
finding the best way to share earnings data between agencies to produce the metric, and
improving the availability of comprehensive data on student debt and success. Policymakers
should also consider ways to pair repayment rates with earnings-based metrics, mitigate the im-
pact of economic fluctuations on the metrics during recessions, and whether to apply metrics
to entire colleges, programs, or both—a decision that has critical tradeoffs. Finally, the mea-
surement window of each metric should be the shortest possible time that provides validity and
allows for a clear signal of performance, roughly three to five years.
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BACKGROUND

Research suggests that loans help students enroll and persist in college, and that student debt
pays off over time for most students who complete a quality credential. Some students may
even under-borrow to the detriment of completion.® However, high default and delinquency
rates, escalating loan balances for those who rely on income-drive repayment (IDR) as a safety
net to make payments more manageable, and potentially long-term impact on careers and fi-
nancial security underscore that for some students, federal debt does not pay off at all. For still
others, the payoff is much less than the norm.

College completion and student debt outcomes are correlated to a troubling degree with stu-
dents’ economic background and race.” Low-income students and students of color have the
most to gain from well-designed accountability systems that protect them from poor outcomes
while maintaining access to high-quality options. Still, they also have the most to lose from
poorly designed accountability systems that could adversely impact equitable college access.
Poorly designed systems could be overly influenced by factors outside of colleges’ control, such
as racial wealth gaps and disparities in institutional resources.®

There is bipartisan interest in setting new minimum standards for student loan outcomes.” The
success of implementing Cohort Default Rate (CDR) in the 1990s and the gainful employment

rule in the 2010s, both described below, demonstrate the possibility for policymakers to design
and implement safeguards for students effectively.”®

The Gainful Employment (GE) rule worked to ensure that career-education programs leave
their graduates with affordable debt relative to their actual incomes. It distinguishes between
programs that provide affordable training that leads to well-paying jobs and those that do not,
based on the debt-to-income ratios of their graduates." The mere threat of sanctions under the
rule prompted many colleges to eliminate their worst performing programs, freeze tuition, and
implement other reforms to improve outcomes for their graduates.

Unfortunately, the GE rule was rescinded by the Department of Education under the Trump
administration. Hopefully, it will be reinstated by the Biden administration because it successful-
ly identified certain higher education programs that graduated students with unaffordable debt
relative to post-enrollment earnings.

Under GE, any program where typical graduates’ debt exceed both 8 percent of their total
income and 20 percent of discretionary income were required to improve, or lose access to
federal financial aid. Programs would only lose eligibility if they failed the rule’s measures for two
or three years, depending on how poorly they performed.”

The GE rule worked. Since its first inception in 2010, the costs of career programs have gone
down, scholarship aid has increased, and some colleges now offer free trial periods. Some stu-
dents also opted for more affordable options with better outcomes when GE led to the closure
of some programs likely to fail GE.”® Even industry representatives have acknowledged that the
GE rule forced for-profit colleges to reduce the cost of programs and offer students greater
value.™
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The CDR metric, established in the 1980s, highlights colleges that were preying on low-income
students who may have trouble repaying their loans.”® Today, CDR remains an effective tool,
measuring the share of federal student loan borrowers at every college who default on their fed-
eral loans within a specific time after entering repayment. Colleges with CDRs of 30 percent or
higher for three consecutive years or more than 40 percent in any year can be sanctioned and
lose eligibility to participate in federal student aid programs.’

Holding colleges accountable for unacceptably high default rates through CDR has success-
fully driven down student loan defaults, but the measure needs strengthening. Evasion of CDR
accountability through abuse of forbearance options — which temporarily suspend payments but
may serve to delay rather than prevent defaults — harms borrowers and undermines the mean-
ingfulness of the CDR metric.” Moreover, roughly half of borrowers who ultimately default do
so after the CDR’s three-year measurement period and do not count as an adverse outcome for
the metric.®

Additionally, CDRs may go down when a college’s borrowers enroll in IDR plans, which set
monthly payments based on the borrower’s income and family size.” With payments as low

as zero dollars, IDR plans effectively lower the odds that struggling borrowers will default, but
lower defaults do not represent the quality or payoff of the education they received from a
particular school. Increased participation in IDR is another reason policymakers should con-
sider adopting additional debt metrics to complement CDR. IDR is an important safety net for
borrowers left with unaffordable debt, and metrics should not reward colleges for reducing IDR
enrollment. Yet, IDR should not be a haven for schools that leave students with unaffordable

debt.

Consequences of the COVID-19 pandemic add even more urgency to developing additional
metrics that strengthen college accountability and meaningfully protect millions of students
from severe, long-term struggles with student debt. To support borrowers during the COVID-19
pandemic, the federal government has provided historic student loan repayment relief that
temporarily suspends payments on most federal student loans. This relief has provided vital
economic help for borrowers with eligible loans, who can better cover their basic needs during
the current crisis without having to worry about their balances ballooning from unpaid interest,
or their loans falling into delinquency or default. However, at least four-years of CDRs will be
impacted by the payment pauses, and some colleges with bad outcomes that would otherwise
have high CDRS may avoid sanctions.? Surging enrollment at online programs may also lead
to lower quality offerings and worsening loan outcomes, once temporary relief is lifted.? Policy-
makers must not lose sight of the continuing need to ensure colleges are held accountable for
consistently unacceptable student outcomes.
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WHAT DOES BORROWER SUCCESS LOOK LIKE?

While CDRs measure the very worst outcome for a student loan borrower, default, the re-
scinding of the GE rule eliminated the only measure, implemented to date, aimed at assessing
whether certain borrowers’ educations were paying off. Whether all student borrowers can re-
pay their loans has become a critical federal policy issue. There is broad dissatisfaction among
policymakers, and much of the higher education community, with the poor debt outcomes for
too many students and how colleges are evaluated and held accountable based on their former
students’ ability to manage their debt.

Debt metrics can be used to measure several different outcomes that indicate student and bor-
rower success. These outcomes roughly fall into four categories: successful degree completion,
ability to use college’s credentials to obtain a well-paying job, adequate progress on loan repay-
ment, and manageability of student debt.

e Successful Degree Completion: The evidence is clear that one of the main drivers of
student loan repayment is successful degree completion.?? Students who complete a
degree or certificate are 20 percentage points more likely to begin paying down their
loan principal than non-completers each year after leaving campus.? Research shows
that borrowers who drop out with debt and no degree are three times more likely than
graduates to default on their loans.?

Completion is also a critical factor in how much students make after college and what
resources they will have to pay for basic personal needs, as well as student loan pay-
ments. Young adults with only a high school diploma are almost three times as likely to
be unemployed, and those who are employed earn three-fifths as much as those with

at least a bachelor’s degree.” Research on returns from a college education shows that
students typically make more after graduating from college than they would have earned
without a college degree.?

e Ability to Use College Credential to Obtain a Job: While there are many benefits to
higher education, not all of them easily measured, most students report that the prima-
ry reason they enroll in or return to college is to obtain meaningful employment.? Low-
er unemployment and higher earnings among college graduates show college is usually
worth it. However, too many programs routinely fail to fulfill their promise to deliver on
that fundamental goal.?®

Most notoriously, some for-profit programs fail dramatically in preparing students for the
workplace. These students are confronted with recruitment tactics promising a wealth
of job opportunities that never transpire. As a result, students—especially underrepre-
sented students of color—are saddled with debt they cannot repay and a degree they
cannot use.?” More broadly, many colleges struggle to help their graduates find jobs and
economic security consistently. Students in roughly 1in 5 certificate programs make less
than a typical high school graduate one year after graduation.® It is also not uncommon
for associate’s and bachelor’s degree graduates to earn considerably less than from more
affordable programs that would leave students with less debt.*
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e Ability to Manage Student Debt Payments: The definition of what constitutes a man-
ageable student debt load is variable. One working definition posits that borrowers may
consider their debt load manageable if they can “maintain a standard of living not dra-
matically different from others with similar incomes and qualifications,” and it is not until
repayments start to chip away at “some amount of consumption or savings” that debt
becomes a burden.?? This concept created the rationale for the debt-to-discretionary
earnings metrics for GE (see page 14).

A starker definition would be to consider debt manageable if a borrower can make
monthly payments and remain out of delinquency and default. However, borrowers that
make loan payments may still face adverse impacts from too little income and crushing
debt. IDR plans can help make payments more affordable, basing payments on as little
as 10 percent of “discretionary” income (defined as how much the borrower’s income
exceeds the Federal Poverty Line at their family size).* Yet, IDR should not be a haven
for colleges when debt is unaffordable. Policymakers considering the manageability of
debt payments need a concrete definition of how much debt is too much, what loan
payment outcomes may indicate manageable debt, and how existing repayment plans
affect both of those things.

e Adequate Progress on Loan Repayment: Progress on loan repayment is different from
the other three categories because it captures borrowers’ progress towards paying loans
in full, rather than how well colleges position students to have financial resources to be
able to pay their loans. Whether a borrower is in negative amortization (their balance is
growing due to interest, rather than shrinking) or the rate at which they are paying down
their debt, are markers of repayment progress.

Repayment rates are widely seen as promising, but can be controversial, if used for
college accountability because colleges do not necessarily exercise lasting control over
repayment behavior, and loan repayment can be influenced by broader societal trends
and disparities.* Yet, there are some actions colleges could take to improve repayment
rates, such as improving loan counseling, on top of other efforts to improve completion,
credential value, and manageability of debt.

Each of these categories — successful degree completion, ability to use a college credential to
obtain a job, ability to manage student debt payments, and adequate progress on loan repay-
ment — points to the many ways students struggle on repaying their debt, how colleges can
change what they are doing to move the dial on student loan outcomes, and how policymakers
can identify bad actors.
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DEBT METRICS

Page 14

CDR remains essential for knowing the share of borrowers who experience the absolute worst
borrowing outcome. CDR provides a discrete, comparable measure of the default risk a school
poses to its student loan borrowers. To strengthen accountability, debt metrics proposed in this
paper will need to credibly complement and build off CDR.®

The below table summarizes our review of how policymakers and experts have thought about
and used the three debt metrics we have identified as the most promising to improve borrower
success. From among many alternatives, these three metrics stand out because they concep-
tually fit best with measuring whether colleges make students “worse off,” a range of experts

in the field support their use, and they meet the tests of operational viability. We will examine
whether each of these metrics could credibly be expected to lead to changes in institutional be-
havior and affect borrower outcomes (see page 26), as well as how policymakers could consider
fitting these metrics together (see pages 56).

e Debt-to-discretionary earnings: Ratio of the median annual loan payments among
students who graduated, compared to those same former students’ average discretion-
ary annual income. Colleges or programs with ratios that exceed a threshold could face
sanctions.

e Earnings net of debt payments: How much money will remain from graduates’ earnings
after they make their student loan payments. Earnings net of expected debt payments
below a minimum threshold could trigger consequences.

e Repayment rate: Percentage of all borrowers whose loan balances decrease over a
period of time (borrower-based) or a share of dollars on student loans being repaid over
time (dollar-based). Repayment below a set threshold could lead to sanctions.
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TABLE 1

DEBT METRICS BY BORROWER SUCCESS OUTCOMES

excluded.

find higher earning
employment

less into borrower
income

Ability to use Ability to Adequate
. Successful degree ’
Metric R a credential to manage student | progress on loan
completion -
obtain a job debt payments repayment
Co!leges rgspond Colleges rgspond Less applicable
. by improving by decreasing debt
Less applicable ) > because rates are
Debt-to- credential burdens relative
. . because non- . . not based on
discretionary quality so that to earnings so
. completers are . actual payment
earnings typical graduates that payments eat

trajectories of
borrowers

Earnings net of
debt payments

Colleges respond
to improve
completion to
boost borrowers’
earnings; sets a
floor for earnings
that students

with little debt,
including non-com-
pleters, should be
able to make

Colleges respond
by improving
credential

quality so that
typical graduates
find higher earning
employment

Colleges respond
by decreasing debt
so borrowers have
more earnings left
over after making
payments on their
student loans

Less applicable
because rates are
not based on
actual payment
trajectories of
borrowers

Repayment rate

Colleges respond
to improve
completion to
boost borrowers’
earnings and
prospects of
making loan
payments

Colleges respond
by improving
credential quali-
ty so that typical
graduates find
higher earning
employment that
improves the pros-
pects of making
loan payments

Colleges respond
by decreasing
debt so borrowers
can more easily
make payments
and reduce their
balances

Colleges change
academic and
financial aid
practices to
position borrowers
to be better able
to keep up with
loan payments
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METRIC DEFINITIONS

These three metrics present different methodological variations and possible definitions—a few
key ones are summarized here. Unless otherwise noted, discussion of debt-to-discretionary
earnings ratios will refer to the metric defined in the 2014 GE rule, earnings net of debt pay-
ments will refer to the debt payments subtracted from annual earnings, with both numbers cal-
culated as defined in the GE rule, and repayment rate will refer to borrower-based repayment,
as calculated for College Scorecard. The first two definitions are good starting points for poli-
cymakers, based on debt and earnings measures that have been developed and vetted through
the previous rulemaking. Borrower-based repayment rate is used in this paper due to it being
the only repayment metric that has college- or program-level data available for analysis (see box
on pages 38-39).% However, other definitions of repayment rate, such as a dollar-, volume-,
portfolio-, or cohort-based, have merit and deserve consideration.*”

More detailed methodological decisions for each metric are discussed throughout this report,
and we acknowledge when these decisions, such as borrower-based vs. dollar-based loan repay-
ment rates, likely affect conclusions about each metric’s strengths and weaknesses. We consid-
ered, and decided not to include a number of other metrics (see Appendix |).

Rationale. Developed and implemented as part of the GE rule, this metric compares the debt
of a college’s former students to their discretionary income (income after subtracting the
portion necessary for basic living needs). If such a ratio is too high, debt payments will leave
too little remaining for necessities and will likely eat into consumption and savings.® Annual
debt-to-earnings—the other GE metric—is useful for gauging whether the debt is relatively small
compared to gross earnings, but less directly measures the wellbeing of students after attending
college because it does not compare earnings to a minimum standard of living. While the GE
regulation paired the debt-to-discretionary earnings ratio with an annual debt-to-earnings ratio,
this paper focuses on the discretionary earnings metric because it better measures whether
colleges make students with debt economically worse off.*

A Policymaker’s Guide to Using New Student Debt Metrics to Strengthen Higher Education Accountability



TABLE 2

DEBT-TO-DISCRETIONARY EARNINGS DEFINITION AND THRESHOLDS

Metric

Key definition(s)

Example calculation

Example thresholds

Gainful Employment
(GE): Ratio of the

same former students’
average discretionary

($2,000 median annual
debt)

{($30,000 higher of

mean or median annual

($10,860 discretionary

income)

: earnings) - (*$19,140 20 percent
median annual loan Federal Poverty Line X (pass GE)
Debt-to-discretionary payments among stu- | 1 gy}
. dents who graduated,
earnings d to those 30 percent
compared to = ($20,000 debt) + (fail GE)

annual income.

= 18.4% debt-to-discre-
tionary earnings ratio
(completers only)

Within the table calculations, the Federal Poverty Line for 2020 is $12,760 and 150% of the line is $19,140. Additional information
on the methodology can be found in the endnotes.*

Definition. We align our analysis as closely as possible to the GE definition of debt-to-discre-
tionary earnings. Debt-to-discretionary earnings is the ratio of the median annual loan payments
among students who graduated, compared to those same former students’ average discretion-
ary annual income.*' Discretionary income is the higher of the mean or median annual earnings
less than 150 percent of the Federal Poverty Line for a one-person family. In contrast with GE,
we define this metric to only include borrowers and exclude students who received grant aid,
but no student loans. Due to data limitations, we focus our analysis on college-level mean earn-
ings and median debt, separately, and draw insights on debt-to-discretionary ratios of example
borrowers to model how colleges (or programs) might respond to this metric. (See page 23 for
more on methodology and data limitations.)

Loan payment amounts used for the numerator are based on the original loan balances accu-
mulated by students and how much they would pay annually at a fixed amount to repay their
loans fully. This fixed payment amount is calculated using assumptions about loan interest rates
and how long students expect to pay their loans (amortization). Loan payments are not based
on what students actually pay on their loans, or how much they have due on their loans, due to
limitations in federal student loan data.

Data source. This paper examines separate measures of earnings and debt from the College
Scorecard and does not directly calculate debt-to-discretionary-earnings rates, due to data
limitations. Debt amounts from the National Student Loan Data System (NSLDS) only include
federal student loans, which excludes private, non-federal loan debt, that were collected and
included for GE.*? College Scorecard publishes earnings data obtained from the Department of
the Treasury, rather than records from the Social Security Administration (SSA) that were used
for GE.*3

Page 17



Page 18

Promising Thresholds. Under GE, a program is considered passing if the annual loan payment
of its typical graduate is less than, or equal to, either eight percent of annual earnings or 20
percent of discretionary income.** Failing programs are those whose graduates have annual loan
payments greater than 12 percent of total earnings and greater than 30 percent of discretionary
earnings. Zone programs fall in between passing and failing. Programs with two in three consec-
utive years failing or four consecutive years in the zone would lose federal student aid eligibili-
ty.*> Hence, two potential thresholds for debt-to-discretionary earnings are 20 percent and 30
percent—the passing and failing thresholds, respectively, developed for GE.

Rationale. Earnings net of debt payments measures how much income students have left over
after making payments on student debt. This metric shows promise for assessing the financial
health of students after college and whether their disposable income—after student debt pay-
ments—meets some minimum standard.

Researchers have examined multiple variants of this approach.*® This paper proposes a defini-
tion based on earnings net of debt payments rather than college costs or tuition charges.* Stu-
dents borrow when their available resources, including savings, earnings, and grant and schol-
arship aid, do not meet the cost of attendance, including tuition and fees, basic living expenses,
and books and supplies. In other words, debt payments key in on the portion of costs that
grant aid did not cover and that students and family members were not able to pay upfront.
The amount borrowed is what matters more for students after they leave college, since it is the
money they need to pay back after leaving college, and it is what taxpayers are owed. Assess-
ing earnings against debt payments ties more closely with goals of driving down bad outcomes
on student loans. Moreover, broader measures of college costs, after grant aid, are harder to
measure and compare than information on student loans already collected by the Department
(or loan servicer).*®

A Policymaker’s Guide to Using New Student Debt Metrics to Strengthen Higher Education Accountability



TABLE 3

EARNINGS NET OF DEBT PAYMENTS DEFINITIONS AND THRESHOLDS

Metric

Key definition(s)

Example calculation

Example thresholds

Earnings net of debt
payments

TICAS: How much
money will remain

from students’ earn-
ings after they make
their expected student
loan payments. Same
annual income and debt
payment calculations

as Gainful Employment
(GE), except this metric
includes non-com-
pleters.

CEW Georgetown:
Similar definition to
TICAS definition, except
earnings and payments
are monthly, and cal-
culations are based on
different methodology
than GE.

Using TICAS definition:

($25,000 higher of
median or median
annual earnings)

($1,000 median annual
debt)

= $24,000 earnings net
of debt payments
(completers and
non-completers)

*$19,140

(150% federal poverty
line for one-person
family)

$28,000
(typical earnings of high
school graduate)

$35,000

(CEW Georgetown
definition of a “good
job”)

can be found in the endnotes.*’

Within the table calculations, the Federal Poverty Line for 2020 is $12,760 and 150% of the line is $19,140. Additional information

Definition. Earnings net of debt payments measures the amount of money that will remain from
annual earnings after making expected student loan payments. We propose that annual earnings
and debt payment calculations are made the same way as for GE, with debt payments based

on how much borrowers pay with fixed rate loans under various interest rate and amortization
assumptions. We also define this metric as including both completers and non-completers, with
the metric setting an earnings floor that colleges should be able to meet, even when students’
debt amounts are relatively low, as is often the case when they leave college without a degree.
This metric can also be calculated at either the college- or program-level.

Data source. The metric would be produced with the same data used for GE debt-to-earnings
metrics. Information on earnings would come from SSA (or another agency with comprehensive
data) and data on debt amounts would come from NSLDS. The same data limitations for our
analysis apply to this metric as was discussed above for debt-to-discretionary earnings.

Promising Thresholds. Several thresholds lend themselves well to this metric. A multiple of the
Federal Poverty Line would set a standard that students should at least earn enough income,
and have affordable enough student debt to pay personal living necessities. Based on the GE
rule, a 150 percent Federal Poverty Line for a single person ($19,140 for 2020) may be prom-
ising as a minimum standard. Several experts recommend the typical earnings of high school
graduates (about $28,000). This may serve as a rough gauge on whether students make more
income after attending college than they would have without a college credential.®® CEW
Georgetown has also proposed $35,000 as a marker of whether traditional-aged college grad-
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uates have attained a “good job.”®" However, this threshold may be too high for weeding out
colleges (or programs) with the highest concentrations of bad educational and loan outcomes.
A considerable fraction of associate degree and certificate programs (and colleges) would strug-
gle to meet such a standard.5? We consider thresholds lower than their threshold, based on the
Federal Poverty Line and high school earnings.

Rationale. Repayment rates, which are a measure of the percentage of borrowers who are ac-
tively paying down their student loan debt or the percentage of dollars in active repayment, can
help illustrate how steadily, and at what pace, borrowers are paying off their student loan debt.>
Borrower-based repayment rates also place relatively more weight on non-completers, while
most other variations (e.g., dollar-based) place more weight on borrowers with higher debt
amounts, who may be more likely to have completed their program.®*

In addition, repayment rates are also a way to determine the “success” of schools and their
programs by holding colleges accountable for student loan repayments, and thus judging the
percentage of borrowers who can successfully repay their loans.>® Repayment rates potential-
ly indicate when borrowers in IDR, who make payments based on their income, make pay-
ments that are too small to meaningfully make progress toward full repayment of their loans. A
well-designed repayment rate is difficult to game, straightforward to measure, and corresponds
to whether taxpayers have their investments in student-borrowers repaid. %

However, there are open questions about how to define repayment rates, whether repayment
can be sufficiently assessed in a relatively short window of time after college, how to interpret
repayment progress for borrowers enrolled in IDR, and how repayment rates are influenced

by factors outside the control of colleges, such as broader societal disparities, such as the
racial-wealth gap, and economic facts, such as interest rates. > Additionally, publically available
data from the U.S. Department of Education have yet to fully answer important questions, such
as what constitutes a successful repayment, and whether rates should be assessed at the col-
lege- or program-level.%®

A Policymaker’s Guide to Using New Student Debt Metrics to Strengthen Higher Education Accountability



TABLE 4

REPAYMENT RATE DEFINITIONS AND THRESHOLDS

. o . Example
Metric Key definition(s) Example calculation thresholds

College Scorecard: Percentage of
all borrowers whose loan balances College Scorecard
decreased by at least $1 among all definition: 15 percent
borrowers who entered repayment, | (400 borrowers (Hatch/Shaheen
including non-completers. Referred | decreased loan proposal)
to as “borrower-based” repayment balances)
rate. Borrowers whose loan balances 35 percent
are increasing are referred to as ex- | + (2011 GE rule)

Repayment periencing “negative amortization.”

rate (1,000 borrowers 45 percent
Gainful Employment: Percentage of | who entered (PROSPER Act)
dollars repaid instead of the percent- | repayment, completers
age of borrowers who repaid any and non-completers) 50 percent
loan balance. Referred to as “dol- (considered for GE
lar-based” repayment rate and sim- = 40% borrower-based |rule)
ilar, in concept, to “volume-based,” | repayment rate
“cohort-based,” or “portfolio-based”
repayment rate.

Definition. There are many ways to define repayment rate, but most are based on some mea-
surement of “negative amortization” among borrowers and loans when borrowers’ loan balanc-
es are increasing, and payments do not at least equal interest payments. Repayment rates treat
loans with increasing, or stagnant, balances as negative outcomes for completers and non-com-
pleters.>

This paper mostly discusses the borrower-based repayment from the College Scorecard: the
percentage of all borrowers whose loan balances decreased by at least $1 among all borrowers
who entered repayment. Other definitions define repayment rate as the percentage of dollars
borrowed on loans being repaid instead of the percentage of borrowers who repaid any loan
balance.®® This is called a “dollar-based” repayment rate. There are other terms, such as “co-
hort-based,” that refer to the percentage change in the total outstanding loan balance for a
combined cohort of students who left an institution (or program).®' This paper acknowledges
the implications of either a borrower-based or dollar-based approach, when relevant, but the
most comprehensive and complete data available provide borrower-based rates among col-
leges.

Data source. Repayment rates are ultimately derived through detailed loan information from
the Office of Federal Student Aid’s National Student Loan Data System (NSLDS).¢2 The U.S.
Department of Education tracks loans that were originated at each institution for a cohort of
borrowers, and determines which loans have decreasing balances and which ones have increas-
ing or unchanged balances (negative amortization). Rates are calculated based on actual chang-
es in loan balances and repayment behavior, rather than a formula that is based on original loan
amounts and assumptions about loan terms. The Department then calculates repayment rates
based on the percentage of borrowers, or loan dollars, comprised of loans with decreasing out-
standing balances. Loan- and student-level data are not shared with the public, and NSLDS only
produces aggregate rates and counts of borrowers.
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The U.S. Department of Education has produced institutional rates in two instances. The
College Scorecard provides borrowed-based repayment rates to inform consumer decisions
of students and families.®®* The Department also published preliminary dollar-based repayment
rates during the early stages of the 2011 GE regulation, but these same data have not since
been reproduced. (A few weeks before the publishing of this report, the Department released
yet another variation of repayment rate, a cohort-based approach, that is worth more in-depth
consideration and analysis.®)

Promising thresholds. A wide range of thresholds has been considered for repayment rate. An
appropriate threshold may, to some extent, depend on the measurement window of the metric,
since repayment rates increase the longer the borrower has been out of college. Legislation
that calls for a repayment one year after leaving college and entering repayment sets a 15 per-
cent threshold, while an HEA reauthorization proposal sets a threshold of 45 percent for a lon-
ger-term repayment rate. The 2011 GE rule defined repayment rates about three to four years
after college and set a threshold of 35 percent.®® Policymakers and experts also considered a
50 percent threshold throughout GE rulemaking but quickly focused on lower thresholds.¢®
This report focuses on thresholds ranging from 25 percent to 50 percent, using the shortest
valid measurement period of three to five years, and aligns more closely with thresholds the GE
threshold.

A Policymaker’s Guide to Using New Student Debt Metrics to Strengthen Higher Education Accountability



METHODOLOGY AND METRIC CRITERIA

Unfortunately, gaps and inconsistencies in publicly available data are too great to precisely mod-
el the impacts of the three metrics we explore in this report, or to definitively recommend a
single metric or threshold. Still, we believe that examining tangible—though imperfect—informa-
tion on debt, earnings, and loan repayment of students can help set a path forward for policy-
makers interested in developing metrics and thresholds.

The most comprehensive debt and earnings data are available through the U.S. Department of
Education’s College Scorecard. However, these earnings and debt measures cannot reasonably
be combined to model a debt-to-discretionary earnings ratio because they: 1) include different
sets of students (federally aided vs. borrowers)?’; 2) start measurement windows at different
points in time (six, eight, and ten years after starting college vs. immediately after graduation

or withdrawal); and 3) earnings data are not separated by completers and non-completers, and
debt amounts are not converted into payments using the GE methodology.®® Earnings net of
debt payments also cannot be calculated from College Scorecard for the same reasons, except
that we define this metric as including both completers and non-completers, so that the inabili-
ty to disaggregate institution-level earnings by completion matters less.

College Scorecard also provides earnings and debt amounts of graduates in each program, but
earnings and debt data are still based on different sets of students, respectively, and earnings
are only published as medians and measured too close to graduation to be meaningful.®’ Insti-
tution- and program-level data are also available from the U.S. Census's Post-Secondary Em-
ployment Outcomes (PSEO) database and state data systems, but these sources do not include
anything close to all institutions and do not typically separate borrowers or federally aided
students from those receiving no federal aid.”®

In contrast with institution-level earnings, College Scorecard provides borrower-based repay-
ments one, three, five, and seven years after leaving college and entering repayment, and these
rates are disaggregated by completion status.”’ These rates exclude graduate students and pri-
vate, non-federal loans. Dollar-based repayment rates were also published for the 2011 GE rule,
but these data are much older and were preliminary calculations.”? Program-level repayment
rates were not available for the analysis in this report.”

With these limitations in mind, we analyze debt and earnings figures separately, and examine
institution-level, borrower-based repayment rates to shed light on how colleges may be affected
by, and respond to, each metric, if used to determine access to federal aid, by itself, or along-
side other metrics. The analysis includes undergraduate students only, who are more likely than
graduate students to fall behind on loan payments,” and debt amounts and repayment rates
are based on federal student loans.” (However, an accountability system will need to include
graduate students, who have borrowed greater amounts of debt and experienced increasing dif-
ficulties making loan payments in recent years.”) Unless otherwise stated, all College Scorecard
data are from cohorts aligned with ten-year earnings and five-year repayment rate in the 2014-
15 measurement year, when institution-level earnings were last calculated.”
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For each metric, we assess its merits and limitations along the below dimensions. Criteria 1-5
evaluate aspects of how a college may respond to these metrics, and to what extent using
these metrics for accountability purposes could improve borrower outcomes, without reducing
quality opportunities for low-income students and underrepresented students of color. Criteria
6 and 7 assess to what extent it is feasible to use these metrics to trigger sanctions for account-
ability purposes.

1. Can colleges credibly move the needle on student loan outcomes? How may they change
academic offerings, admissions and recruitment, and pricing and financial aid? How may
they withdraw educational opportunities from students?

2. Would any of the metrics lead to unintended consequences with disproportionate impacts
for vulnerable students and the colleges that serve them?

3. Does each metric measure outcomes of all student loan borrowers and loan types (e.g.,
college graduates and non-completers; borrowers with private, non-federal loans)?

4. To what extent is each metric valid during an economic recession, and how does each met-
ric intersect with other macroeconomic factors, like the labor market and interest rates?

5. What is the earliest valid measurement window, and to what extent are short-term out-
comes meaningful?

o Do these metrics credibly work well with tools that the Department already utilizes
to measure student debt outcomes (e.g., Cohort Default Rate)?

6. How well does each metric cover (small) institutions and programs after n-size restrictions?

7. What are the implementation challenges to using and validating data for each metric for an
accountability system with high-stakes consequences, such as Title IV eligibility?

We weigh debt metrics against each of these criteria based on existing research and college-lev-
el College Scorecard data—and given the limitations of those data—we supplement our analysis
with simulations of various example borrowers, who represent a range of students and educa-
tional outcomes. These simulations help to understand implications for key student populations
and gauge the extent to which metrics can serve as valid measures of student loan outcomes.
Additionally, examples of borrowers in Income-Driven Repayment (IDR) provide insight into how
borrowers’ selection of payment plans could interact with repayment rates. The second Ap-
pendix, starting on page 66, provides information on borrower examples and what was learned
about each metric and borrower scenario.
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DISCUSSION AND ANALYSIS: TRADEOFFS BETWEEN DEBT METRICS

Loan outcomes for student-borrowers are affected by factors outside the control of colleges or
economic and racial disparities, but there is little doubt that colleges play a major part in how
well-positioned students are to make payments on their loans after they leave, as well as how
likely they are to avoid facing delinquency or default. Research shows debt outcomes for bor-
rowers vary substantially among institutions and programs, even students who graduate with the
same credential.”® As mentioned above, CDR and the (now defunct) GE rule both demonstrate
that well-designed debt metrics can help policymakers hone in on colleges that are systemat-
ically failing to support students through to graduation or leaving students with debt and cre-
dentials that have little value.

SUMMARY OF TRADEOFFS

Broadly speaking, we recommend that policymakers prioritize development of an earnings net
of debt payments threshold to use for accountability. We believe that this metric is more likely,
than available alternatives, to result in colleges focusing on strategies to improve completion
and credential quality. We also propose that it is less influenced by racial disparities and macro-
economic factors that are less likely to lead to responses from colleges that improve outcomes,
without withdrawing opportunities from students. This metric is also well-suited for assessing
outcomes of all borrowers because it can include private loans, and sets a minimum earnings
floor, that represents a basic income that even students with little debt should earn after col-
lege. The main downside of this metric is that there remain hurdles for the U.S. Department of
Education to secure the earnings data needed to calculate rates, and it also requires the De-
partment to set up an adequate appeals process for when colleges believe tax data do not fairly
represent the employment outcomes of their students.

Repayment rate is the least preferable metric for assessing colleges against a minimum standard
on whether they leave students who borrow debt worse off. Repayment rates are highly influ-
enced by factors that make it hard for colleges to move the dial on student outcomes, such as
racial disparities that impact how much students borrow and how much they make after col-
lege, and changes in interest rates that impact whether loans negatively amortize. Also, interac-
tions between IDR, family size, and interest rates that make short-term rates less predictive of
longer-term repayment. The two major upsides of repayment rate are that it is well-suited for
measuring outcomes of non-completers—and could push colleges to better support students
through their studies.

Debt-to-discretionary earnings falls somewhere in between earnings net of debt payments

and repayment. Under debt-to-discretionary earnings, colleges may make efforts to improve
credential quality, as well as make their offerings more affordable, so that students leave with
less debt. This metric is less likely to be influenced by broader societal inequities, compared
to repayment rate. However, it is more sensitive to these kinds of factors, when compared to
earnings net of debt payments, given the weight it places on debt amounts. The debt payment
calculation (numerator of the metric) is also influenced by changes in interest rates, although
basing metric calculation on rolling averages of interest rates can smooth out these fluctuations.
The foremost downside of this metric is that it is a less reliable indicator of borrower health for
students who do not graduate and have relatively little debt. Policymakers would also have to
resolve legal questions about using earnings data, similar to challenges that arise for earnings
net of debt payments.
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Below we examine each metric against our criteria to highlight these nuances in greater detalil.

CRITERION 1) CAN COLLEGES CREDIBLY MOVE THE NEEDLE ON STUDENT
LOAN OUTCOMES?

The goal of college accountability metrics is to better protect students from being left worse off
after going to colleges and accumulating student debt, whether it is because they motivate col-
leges to improve or lead students to make different choices about where to attend and whether
and how much to borrow. How colleges would respond to what policymakers choose to mea-
sure is a critical factor in determining whether it serves these intended goals or exacerbates
existing inequalities. Below is a summary of our analysis of potential responses from colleges for
each debt metric.

Ideally, colleges can and will respond to what policymakers and other stakeholders measure in
student-centered ways. On student debt, they could make their programs less costly, better tar-
get grant aid and support services to students with the greatest need, improve educational qual-
ity, and invest in more effective career services. However, sometimes colleges instead respond
to the threat of accountability sanctions by gaming metrics to avoid negative consequences. In
the case of student debt, this could mean not admitting underrepresented students of color or
students from low-income families; eliminating socially beneficial academic offerings, such as
education and social work programs, that typically lead to lower incomes for graduates; short-
ening programs at the detriment of educational quality; or other kinds of direct manipulation to
cover up poor debt outcomes.””

Below we assess how colleges might be expected to react to each of the three metrics through
example borrowers. We considered seven examples when we pressure tested each metric and
analyzed interactions with IDR: 1) (generic) bachelor’s degree graduate; 2) teacher (bachelor’s
degree graduate); 3) Black bachelor’s degree graduate; 4) Black non-completer (attended four-
year college); 5) parent with two children (bachelor’s degree graduate); 6) parent with one child
(associate’s degree graduate at for-profit); and 7) (generic) certificate completer. We chose
these examples to simulate a range of debt amounts, earnings outcomes, credential types, and
key demographics (see discussion and analysis in Appendix Il).
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TABLE 5

PLUSES AND MINUSES OF HOW COLLEGES
WILL LIKELY RESPOND TO EACH METRIC

Debt-to-discretionary
earnings

Earnings net of debt payments

Borrower-based
repayment rate*

+ Rewards colleges conferring
quality credentials

+ Rewards more affordable
pricing and improved financial
aid practices

- Greater influence of debt
amounts may prompt colleges
to withdraw opportunities from
students who have higher debt
burdens due to racial and
economic disparities

+ Rewards colleges that support
students through to completion
+ Rewards colleges conferring
quality credentials

+ Less influenced by debt and
factors outside colleges’ control
such as racial and economic
disparities

- Highly skewed by debt amounts
and factors outside colleges’
control, such as racial and
economic disparities, loan
deferments, and interest rates

- Interaction with IDR highly
problematic, particularly for
students who claim dependents

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

Debt-to-discretionary earnings is influenced both by how much students make after college

and how much debt they owe. Our example borrower analysis demonstrated relatively higher
debt-to-discretionary earnings ratios for the teacher, the associate degree graduate with a de-
pendent child, and the Black bachelor’s degree graduate.

Ideally, these results would help colleges identify changes they can make to increase the afford-
ability and the support services provided to students with the highest need. But we also have to
consider unintended consequences. Predictable patterns such as these might increase the odds
that some colleges could respond by reducing or eliminating lower paying academic offerings,
such as teaching degrees or credentials. Independent students may also have worse ratios due
to higher debt loads. On the other hand, the metric may overlook programs with small amounts
of debt and relatively lower earnings potential, such as certificate programs (see table 6).

Especially concerning is the fact that the long-standing racial wealth gap, combined with job
market disparities, means that Black students who complete their degrees are more likely to
experience high debt-to-discretionary earnings ratios before the quality of their college expe-
rience is even factored in (see discussion in Appendix Il). This concern is heightened at four-
year colleges if non-completers are included in measurement. About 3 in 5 Black bachelor’s
degree-seeking graduates do not graduate within six years, and yet, Black students, who leave
without a degree, still take on more debt than the typical non-completer.8’ The example Black
college student who left without a bachelor’s degree had the highest ratio among the example
borrowers in our analysis. When policymakers sanction colleges based on this metric, they will
have to take special care to ensure that colleges do not respond by withdrawing opportunities
from demographic groups that have lower rates of completion.
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TABLE 6

LOWER DEBT OR HIGHER EARNINGS DRIVE DOWN
DEBT-TO-DISCRETIONARY EARNINGS RATIOS

Calculation:

Annual debt pay- Debt-to-
Example . X . .
B Student Debt Annual Earnings ments < (annual discretionary

orrower: . . .
earnings - 150% earnings ratio
FPL)
Bachelor’s degree $3,050 + o
graduate $29,000 $40,000 ($40,000 — $19,600) 14.9%
Certificate $1,500 + o
completer $11,000 $30,300 ($30,300 - $19,600) 141%
Teacher
, $2,950 + o

(Bachelor's degree $28,000 $35,550 ($33,550- $19,600 211%
graduate)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B)
Longitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. Assumes 6.8 percent
interest rate. Figures rounded to nearest $50. See Appendix Il for more on borrower examples.

This metric works well to measure which colleges successfully graduate students with degrees
that allow them to earn enough to exceed a minimum earnings threshold after debt payments.
Colleges’ performance based on this metric is less affected by how much students borrow
compared to debt-to-discretionary earnings. Black bachelor’s degree graduates are more likely
to meet the metric’s threshold, despite typically having more debt and somewhat lower in-
comes after graduation than their peers, making it less likely that colleges respond to the metric
in ways that reduce opportunities that disproportionately harm Black students (see table 7).

However, earnings net of debt payments still could lead colleges to cut back on opportunities
to complete socially beneficial, but economically undervalued, degrees. The teacher borrower
barely passed the metric in our modeling and research suggests common associate degrees,
such as those that train teaching assistants, fare poorly on earnings metrics.®' Although policy-
makers could set a lower threshold to account for socially beneficial lower paying occupations
(e.g., 150 percent of the Federal Poverty Line, $19,140 in 2020), they should not set it so low as
to impede their ability to identify poorly performing colleges.

The metric may also lead colleges to withdraw opportunities to students they expect to be less
likely to graduate with a college degree, since students who either do not finish their college
degree, or complete only a certificate, typically make much lower incomes than college grad-
uates.®? Based on the example borrowers, colleges with large shares of non-degree-completers
(i.e., non-completers and certificate earners) have greater odds of failing a minimum bar, such
as typical earnings of high school graduates.

Although students’ incomes are the main driver of this metric, debt amounts can matter for

institutions close to the minimum earnings threshold. For instance, a teacher who earns about
$32,000 after college, may help or impede the college’s performance when evaluated against
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a $30,000 threshold, depending on whether the borrower had more or less than the typical
debt payments for graduates in the same occupation (about $2,250 in annualized payments at
current interest rates). This feature may incentivize institutions near the margin to reduce debt
amounts by either lowering costs, investing in grant aid, or withdrawing opportunities from stu-
dents more likely to take on debt. In contrast, colleges at either extreme on annual income are
less likely to see addressing cost and affordability considerations as the clearest path towards
improvement on this metric, since lowering, or even eliminating, their students’ reliance on
debt will only increase earnings net of debt payments by a few thousand dollars in most cases.

TABLE 7

BORROWERS WHO GRADUATE FROM COLLEGE
SURPASS EARNINGS NET OF DEBT PAYMENTS THRESHOLD

Calculation:
Student Debt Annual Earnings | Annual earnings -
debt payments

Earnings Net of
Debt Payments

Example
Borrower:

Black bachelor’s

$36,000 $38,950 $38,950 - $3,800 $35,150
degree graduate
Certificate $11,000 $30,300 $30,300 - $1500
completer
Black
non-completer $16,000 $28,100 $28,100 - $2,200 $25,950

(attended four-year
college)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B)
Longitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. Assumes 6.8 percent
interest rate. Figures rounded to nearest $50. See Appendix Il for more on borrower examples.

Repayment rate likely leads to the most problematic institutional responses of the three met-
rics, potentially cutting off opportunities for certain students. This is in large part because it is
highly influenced by factors outside colleges’ control, including the borrower’s choice of repay-
ment plan, economic conditions, and broader societal disparities.

IDR is an important safety net that helps borrowers make payments below the standard ten-
year plan and avoid default. Debt metrics should hold colleges accountable when their stu-
dents enroll in IDR and persistently make little or no payments over long periods. However,
repayment rates interact with IDR in ways that could penalize colleges for no fault of their own.
For instance, when interest rates rise to a certain level, the metric is likely to count typical
undergraduate IDR borrowers as having adverse outcomes, regardless of having successfully
completed college and having employment typical of recent college graduates. All our borrower
examples, including the typical bachelor’s degree graduate (see table 8), experience negative
amortization under our higher interest rate assumption of 6.8 percent.
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TABLE 8

INTEREST RATES ON IDR LOANS HAVE A GREAT DEAL OF

INFLUENCE ON OUTSTANDING LOAN BALANCES

Example Ann.u al Original loan Loan balance Perc?nt
earnings 5 Change in loan
Borrower: balance after five years
(year 1) balance
Bachelor’s degree graduate o
at 2.75% interest rate $34,000 $39,000 $35,600 -8.7%
Bachelor’s degree graduate +6.0%
o + $34,000 $39,000 $41,350 (negative
at 6.8% interest rate amortization)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B) Lon-
gitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. Assumes IDR borrowers
make all payments as scheduled. Figures rounded to nearest $50. See Appendix Il for more on borrower examples.

The metric may also severely penalize colleges for serving IDR borrowers who have larger family
sizes and care for dependents (e.g., children). IDR allows borrowers with larger families to pay
less on their loans so that payments are more manageable for borrowers who have more people
to support. IDR also allows for smaller payments early in repayment and then increases pay-
ments as disposable income grows or dependents age out (i.e., turn 18). Even under the lower
interest rate assumption, our example of a bachelor’s degree graduate with two children experi-
ences negative amortization, despite the fact that the borrower graduated and made the most
income of the examples we modeled (see table 9). This interaction between repayment rate and
IDR may reward colleges for closing opportunities to students who care for children—a popula-
tion that disproportionately consists of women, people of color, and lower-income students.®
This example, and College Scorecard data, suggest this metric could skew against older, in-
dependent borrowers who typically borrow more and have more family members to support,
compared to younger, dependent students.
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TABLE 9

PARENT BORROWERS IN IDR LIKELY TO HAVE
INCREASING OUTSTANDING LOAN BALANCES

Example e‘:::i‘; als Original loan Loan balance | Change in loan
Borrower: g balance after five years balance
(year 1)
Parent with two children +2.2%
(Bachelor’s degree $39,000 $47000 $48,000 (negative
graduate) amortization)
Parent with one child +2.3%
(Associate’s degree $29,000 $26,000 $26,600 (negative
graduate at for-profit) amortization)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B)
Longitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. Assumes 6.8 percent
interest rate. Figures rounded to nearest $50. See Appendix Il for more on borrower examples.

Another issue that policymakers need to sort out is that the metric may not accurately reflect
the financial health of students who transfer to another college or go on to graduate school. At
four-year public and private nonprofit institutions, students with an in-school deferment com-
prise nearly half of students who graduated and ended up owing more than they originally bor-
rowed.® When students enroll at another institution of higher education, they get an in-school
deferment. Under this deferment, some loan types will continue to accumulate interest, which
is then added to students’ principal balance the next time they enter repayment. However, ex-
isting repayment rates do not exclude these students if they are out of school at the end of the
measurement window, and policymakers will need to take this source of negative amortization
into account when using repayment rate to trigger sanctions.®

While all three metrics reflect the adverse impacts of racial disparities and the concentration of
students of color and low-income students at harmful institutions, we conclude that the use of
repayment rates for accountability would be more likely to withdraw opportunities from these
students, compared to the other metrics. Class- and race-based disparities in family wealth and
labor market outcomes drive down repayment rates for lower-income students and students of
color, even if they have similar educational outcomes as students from higher-income families
and white students.? The relatively low performance of Historically Black Colleges and Univer-
sities (HBCUs) on repayment rates underscores this concern (see next criterion). Repayment
rates are also sensitive to spells in unemployment and financial shocks that have long-lasting
effects on the trajectory of loan payments, especially for students who have less social capital
and wealth to absorb these shocks (see also discussion of recessions on page 42).

One bright spot is that repayment rates are consistently much higher for graduates, and may
reward institutions that support students toward completion. For instance, over two-thirds of
completers who attended community college have reduced their loan balance after five years in
repayment, compared to 2 in 5 borrowers who attended community college and did not grad-
uate (see Appendix Il). The correlation between repayment rate and completion may allow pol-
icymakers to use repayment rate in combination with other debt metrics to spot colleges with

Page 31



strong completion outcomes, and where students have relatively few issues with making loan
payments. However, the interaction of repayment rate with IDR, and social disparities outside
the control of colleges, makes it unlikely policymakers can use repayment rates alone to set a
minimum standard that is both fair and meaningful.

CRITERION 2) WOULD METRICS LEAD TO DISPROPORTIONATE IMPACTS ON

VULNERABLE STUDENTS?

Of critical concern is the potential disproportionate impact that new debt metrics may have
on colleges that serve significant numbers and percentages of underrepresented students. This
section discusses potential disproportionate impacts on these colleges, as well as other key

institution types.

TABLE 10

PLUSES AND MINUSES OF EACH METRIC

AND MITIGATION OF DISPROPORTIONATE IMPACTS

Debt-to-discretionary
earnings

Earnings net of debt payments

Borrower-based
repayment rate*

+ Little adverse impact on public
and nonprofit four-year colleges

+ Guards against colleges that
offer credentials without quality
and relatively large debt amounts

+/- Greater influence of debt
amounts may unfairly harm
HBCUs/MSIs, but exclusion of
non-completers may mitigate
these impacts

- Does not protect against
colleges and programs where
students earn little after college
and have small amounts of debt

+ Little adverse impact on public
and nonprofit four-year colleges

+ May set a fairer standard
focused on completion and
credential quality that has less
adverse impacts on HBCUs/MSls

+ Protects against colleges

with low completion and that
leave dropouts with small debt
amounts to repay

+ Guards against colleges that
offer credentials without quality,
regardless of debt amounts

+ Little adverse impact on public
and nonprofit four-year colleges

+ Protects against colleges
with low completion and that
leave dropouts with small debt
amounts to repay

+ Protects against colleges that
leave students with debt burdens
and credentials without quality

- Mixed performance for com-
munity colleges that typically
perform better on other metrics
- Unfairly harms HBCUs/MSlIs
due to high influence of broad-
er societal disparities on loan
repayment

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

Research is clear that Black students attend schools that have fewer financial resources and
that provide less support throughout the education pipeline—disparities that partly contribute
to more Black graduates leaving college with debt and having more of it to repay. Among gradu-
ates in the class of 2016, 85 percent of Black borrowers graduated with an average of $34,000
in student loan debt, higher borrowing rates and debt averages, than white, Latino, and Asian

graduates.?
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The case of HBCUs, which enroll 20 percent of Black undergraduates at four-year colleges,
underscores this concern. HBCUs were created with the intended purpose of educating Black
Americans. Prior to their establishment, and for years afterward, Black students were barred
admission to traditionally white institutions. Yet, between 2003 and 2015, public and nonprof-

it HBCUs experienced a sharp decline in federal funding.® The fact that HBCUs have been
under-resourced from the start, continue to experience disinvestment, and serve students with
significantly higher needs, means that they must rely more heavily on covering costs by increas-
ing tuition and fees, and this dependence on tuition dollars leaves these schools vulnerable to
changes in enrollment.?? HBCUs are asked to do more with less, and a well-designed account-
ability system should mitigate impacts on these colleges, rather than exacerbate them.

Our analysis suggests that debt-to-discretionary earnings is likely to either benefit, or have little
impact, on public and nonprofit four-year colleges with decent graduation rates. Average in-
come earned by federally aided dependent students at public and nonprofit four-year colleges,
where at least 50 percent of students complete a degree or certificate within six years, was
$53,950 and $51,150, respectively, ten years after starting college in 2014-15 (see table 11 be-
low). This level of earnings would almost guarantee decent performance on the metric, because
dependent students can only take out a lifetime maximum of $31,000 in federal loans.”® This
effectively caps the numerator at no more than about $4,300 and allows colleges with over
$41,100 in typical earnings among borrowers to stay below the GE threshold of 20 percent on
the metric.”

Colleges with much lower earnings can also do well on debt-to-discretionary earnings, with 63.7
percent of community colleges having had median debt amounts below $10,000 in 2014-15.
Colleges with less than $10,000 in median debt can have ratios below the GE threshold, since
annualized loan payments would be no more than about $1,500, and ratios remain below the
threshold, even when earnings are not much more than that of high school graduates with no
college degree ($28,000).7? This feature may also help for-profit colleges that predominantly
award shorter-term credentials with smaller debt loads. Roughly 54 percent of for-profit col-
leges had median debt amounts below $10,000 (see Appendix Ill). However, for-profit colleges
that have lower quality offerings that do not lead to steady employment, or leave students with
higher debt loads than typical, will likely struggle. In 2014-15, two in five for-profit colleges had
average earnings ten years after enrollment that was less than $24,120 (200% of the Federal
Poverty Line).

Debt-to-discretionary earnings is likely to place greater pressures on four-year colleges that
serve higher percentages of Black students, who typically have higher debt amounts and
lower earnings after college. Median debt was typically $27800 and $31,000 at public and
nonprofit HBCUs in 2014-15, respectively, and well above their peers in the same sector (see
Appendix lll). Annual earnings at HBCUs, with less than half of students graduating, typically
ranged between $31,050 and $35,500, which would be insufficient to pass the GE threshold.
However, annual income at HBCUs, where at least half of students graduate, was substantially
higher ($44,150 for dependent students) than HBCUs with mostly non-completers. This shows
that many HBCUs award quality credentials, and they may have a good chance at passing a
debt-to-discretionary earnings metric that only includes completers (as was the case for GE),
although having higher debt amounts means some of these institutions may need to adjust
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financial aid, pricing, and academic offerings to pass the metric. Strengthening taxpayer invest-
ments in HBCUs is critical.

TABLE 1

AVERAGE EARNINGS OF FEDERALLY AIDED STUDENTS TEN YEARS

AFTER ENTRY INTO COLLEGE, MEASURED IN 2014-15, BY COMPLETION,
DEPENDENCY STATUS, AND INSTITUTION TYPE

Institutions: < 50% of Institutions: = 50% of
Sriring ndergads | antoringundorgrade | otons
certificate within six years | certificate within six years

Institution type | 0 | nte. | stodents | studente. | stodents | stadents
Public four-year $43,200 $43,150 $53,950 $55,750 $49,850 $49,050
Nonprofit four-year $35,350 $41,100 $51,150 $59,150 $46,950 $51,900
Egﬁg;‘ewmm””ity $37250 $35,250 $40,550 $34,450 $37250 $34,850
For-profit $36,750 $44,000 $36,250 $34,200 $33,550 $35,800
Total $38,850 $39,100 $51,200 $48,700 $44,300 $40,600
MSI type
Public HBCU $35,300 $35,500 n/a n/a $35,300 $35,500
Nonprofit HBCU $31,050 $32,000 $44,150 $57,750 $33,950 $35,900
Public PBI $32,000 $32,450 $43,650 $48,750 $33,350 $33,350
Nonprofit PBI $33,350 $37900 $41,200 $35,200 $38,550 $38,200
Tribal college $21,500 $20,000 $20,950 $21,150 $21,400 $20,150
Special focus
Religious affiliation $34,800 $43,100 $48,800 $57150 $45,150 $52,650

Source: College Scorecard college-level data, accessed November 2020. Table displays mean earnings for independent and dependent un-
dergraduates (federally aided) who were working and not enrolled ten years after starting college. Institutions are disaggregated by categories
of institutions based on level, control, MSI status, religious affiliation (Carnegie Classification), and whether at least half of undergraduates
graduated with any degree within six years (IPEDS, Outcomes Measure, 2015-16). Mean earnings were calculated on a two-year pooled cohort
of undergraduates who received federal student aid and separated from college during award years 2003-04 and 2004-05. Dollars are infla-
tion-adjusted to 2017. Figures rounded to nearest $50.

Earnings net of debt payments is less driven by debt amounts and predominantly driven by
whether borrowers make above a certain minimal level after college. Nevertheless, this metric
is also favorable to the bulk of four-year colleges with higher graduation rates. Among colleges
where at least half of students completing a degree within six years, 99.7 percent and 98.7 per-
cent of public and nonprofit four-year colleges, respectively, had average earnings greater than
that of a typical high school graduate. As previously indicated, typical earnings for students at
public and nonprofit colleges, where at least half of students graduate, are well-above any likely
accountability threshold, even after subtracting a few thousand dollars based on debt payments
of students at these colleges.
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This metric is likely to be toughest on colleges with extremely low annual earnings after graduation, especially
for-profit colleges that predominantly award less valued certificates and associate degrees. About 2 in 5 fed-
erally aided students at for-profit institutions made at least as much as typical high school graduates, com-
pared to about 90 percent of students at community colleges, and over 95 percent of students at public and
nonprofit four-year colleges (see table 12). Although lower thresholds are possible, larger debt payments for
students at for-profit colleges would drive performance even lower and for-profit colleges would dispropor-
tionately face sanctions.

HBCUs likely place near the borderline of sanctions under this metric, especially if policymakers set a relative-
ly high bar, such as the typical earnings of high school graduates. Making less than this minimum threshold
may not be an uncommon experience for Black college students who leave college without a bachelor’s de-
gree, and even Black college graduates typically have lower earnings than their peers, due to discrimination
and employment disparities. About 3 in 4 nonprofit HBCUs and public PBls had average earnings at least equal
to a typical high school graduate in 2014-15, while virtually all these same colleges had average earnings greater
than lower thresholds based on the Federal Poverty Line.

TABLE 12

INSTITUTIONS AT OR ABOVE THRESHOLDS ON

AVERAGE EARNINGS TEN YEARS AFTER ENTRY INTO COLLEGE,
MEASURED IN 2014-15, BY INSTITUTION TYPE

D Institu.tions w/ average Institu!:ions w/ average Institu.tions w/ average
earnings = $18,090 earnings = $24,120 earnings = $28,000

Public four-year 99.8% 98.9% 98.2%

Nonprofit four-year 99.9% 98.0% 96.0%

Szlkl’g;e”mm“”ity 999% 978% 90.1%

For-profit 94.5% 61.1% 40.2%

Total 98.3% 87.2% 78.4%

MSI type

Public HBCU 100.0% 96.0% 90.0%

Nonprofit HBCU 100.0% 97.7% 721%

Public PBI 100.0% 100.0% 76.9%

Nonprofit PBI 100.0% 100.0% 100.0%

Tribal college 92.9% 321% 14.3%

HIS 99.7% 95.8% 94.3%

Special focus

Religious affiliation 100.0% 98.6% 96.0%

Source: College Scorecard college-level data, accessed November 2020. The table displays calculations based on mean earnings
for federally aided undergraduates who were working and not enrolled ten years after starting college. Institutions are disaggre-
gated by categories of institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). Mean
earnings were calculated on a two-year pooled cohort of undergraduates who received federal student aid and separated from
college during award years 2003-04 and 2004-05. The thresholds for earnings are based on the 2017 Federal Poverty Line for a
single adult and typical earnings of a high school graduate: $18,090 = 150% of the Federal Poverty Line in 2017; $24,120 = 200%
of the Federal Poverty Line in 2017; and $28,000 = income of average high school graduate.
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Repayment rate generally benefits—or would not trigger sanctions for—colleges with higher
completion rates and stronger labor market outcomes, given that the metric primarily reflects
how well borrowers are able to make payments and reduce their loan balances. Average five-
year repayment rates at public four-year and nonprofit four-year colleges, respectively, were
65.9 percent and 66.6 percent in 2014-15, and repayment rates are even higher among depen-
dent students and students who graduate before separation (see Appendix Il). Over 95 percent
of public four-year colleges and nonprofit four-year colleges have a repayment rate greater than
35 percent—the threshold used for the 2011 GE rule (see table 13).73

However, repayment rates are likely to disparately impact colleges that serve underrepresented
students of color and low-income families, especially if they produce lower earning credentials,
have higher rates of non-completion, or enroll students who have fewer savings and less ability
to absorb financial shocks. Only 46.5 percent and 27.9 percent of public and nonprofit HBCU:,
respectively, had repayment rates of at least 35 percent. The borrower examples and disag-
gregated repayment rate data also suggest roughly half of graduates at HBCUs have negatively
amortizing loans, limiting how much graduating more borrowers will likely improve repayment
rates among these colleges (see Appendix II). HBCUs would likely have to also reduce debt
burdens, or increase economic payoffs of their credentials to sufficiently improve repayment
rates—outcomes that may be difficult to achieve without addressing broader racial and econom-
ic disparities, or withdrawing educational opportunities.

For-profit institutions also have worse repayment rates in comparison to other institution types,
with over 2 of 5 for-profit colleges struggling to meet a 35 percent threshold. However, some
for-profit colleges may be able to muster a minimum bar on repayment rate because for-profit
colleges skew toward shorter term credentials that leave students with relatively lower amounts
of debt that are easier to pay down (see table 13). Debt amounts and racial disparities likely
have a stronger influence on repayment rate than the two earnings-based metrics. Repayment
rates at for-profit colleges are typically somewhat higher than at HBCUs, underscoring how
much this metric is influenced by racial disparities that drive down earnings and drive up debt
for Black students.

Community colleges have more mixed results on repayment rate since negative amortization is
not an uncommon experience for community college students. Fifty-six percent of community
colleges have repayment rates below 50 percent. That said, few colleges place at the very bot-
tom on repayment rate, with 91.4 percent of community colleges having a repayment of at least
35 percent. Diverse student bodies with varying socioeconomic backgrounds, modest earn-
ings after colleges, and small amounts of debt all likely contribute to most community colleges
having repayment rates that are neither extremely high nor low. Impact on community colleges
likely depends on how thresholds are set and how repayment rate fits together with other debt
metrics.
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TABLE 13

INSTITUTIONS AT OR ABOVE POTENTIAL THRESHOLDS FOR FIVE-YEAR

REPAYMENT RATE, MEASURED IN 2014-15, BY INSTITUTION TYPE

% of institutions | % of institutions | % of institutions | % of institutions

Institution type w/ repayment w/ repayment w/ repayment w/ repayment
rate = 25% rate = 30% rate = 35% rate = 50%

Public four-year 99.7% 97.6% 95.4% 83.6%
Nonprofit four-year 97.4% 96.4% 95.3% 879%
Egﬁ’gge”mm””ity 99.2% 96.8% 91.4% 44.0%
For-profit 83.0% 71.0% 58.7% 25.6%
Total 93.4% 88.1% 82.2% 56.5%
MSI type
Public HBCU 93.0% 67.4% 46.5% 7.0%
Nonprofit HBCU 53.5% 39.5% 279% 9.3%
Public PBI 93.9% 81.8% 60.6% 12.1%
Nonprofit PBI 83.3% 75.0% 66.7% 20.8%
Tribal college 100.0% 100.0% 100.0% 0.0%
Special focus
Religious affiliation 96.6% 95.7% 94.3% 88.2%

Source: College Scorecard college-level data, accessed November 2020. The table displays calculations based on repayment rates
for undergraduate borrowers five years after leaving college and entering repayment: the fraction of repayment cohort who are
not in default with loan balances that have declined five years since entering repayment. Institutions disaggregated by categories of
institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). Repayment rates were calculated
on a two-year pooled cohort of undergraduates who started repayment on federal loans in FY2009 and FY2010.

We also examined the average debt, post-college earnings, and loan repayment at religiously
affiliated colleges. These institutions have similar outcomes as nonprofit four-year colleges—the
institution type for the great majority of religiously affiliated schools (see tables above). More
often than not, students graduate within six years after starting at these colleges and experience
decent loan outcomes (see Appendix Ill). Although individual religiously affiliated colleges may
have graduates who go into lower paying occupations or missionary work, loan outcomes are
typically good enough, on the whole, that these colleges would rarely face sanctions under the
metrics and thresholds considered in this paper.
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While this report mainly focuses on institution-level data to examine debt metrics, program-level
debt metrics could add a lot of value and are worth consideration, given that outcomes vary within
institutions by credential level and field of study. Students with higher credentials typically accumu-
late more debt, but they also make more after graduation. Among federally aided students, median
earnings of bachelor’s degree graduates, associate’s degree graduates, and certificate completers
were $35,600, $31,900, and $25,200, respectively, two years after graduating from college in
2016-17 (see table 14). These differences across credentials and programs are even starker for lon-
ger-term earnings.” Even within the same credential level and college, earnings can vary consider-
ably because some majors lead to higher earning occupations than others. The highest and lowest
earning programs, within the same college, differ by $42,600 and $38,950 at the typical public
and nonprofit college, respectively, although the variation is much lower at for-profits. Debt varies
less than earnings within the same institutions, but there can still be meaningful differences.”

TABLE 14

MEDIAN PROGRAM-LEVEL EARNINGS TWO YEARS AFTER GRADUATION,

MEASURED IN 201718, BY CREDENTIAL LEVEL
AND INSTITUTION CONTROL

Credential level Public Nonprofit For-profit All institutions
Professional $68,950 $64,250 $49100 $65,400
Ph.D. $69,350 $72,500 $72,500 $71,000
Masters $51,250 $54,650 $50,000 $52,600
Bachelor's $35,250 $36,150 $35,850 $35,600
Associate’s $32,950 $34,000 $27900 $31,900
Certificate $31,150 $26,600 $21,800 $25,200
Total $37,800 $41,550 $25,950 $37750

Source: College Scorecard program-level data, accessed January 2021. The table displays median earnings of federally aided
undergraduates two years after graduation by credential level. Earnings are calculated on a two-year pooled cohort of undergrad-
uates who received federal student aid and separated from college during award years 2014-15 and 2015-16. Dollars are inflation
adjusted to 2019. Figures rounded to nearest $50.

TABLE 15

AVERAGE RANGE OF MEDIAN PROGRAM-LEVEL EARNINGS,

WITHIN THE SAME INSTITUTION, TWO YEARS AFTER GRADUATION,
MEASURED IN 2017-18, BY INSTITUTION CONTROL

Public Nonprofit For-profit All institutions

Earnings at high-
est program, less
earnings at lowest $42,600 $38,950 $7250 $29100
program within
same institution

Source: College Scorecard program-level data, accessed January 2021. The table displays average range of median earnings
among programs within the same college, disaggregated by institution control. Earnings were calculated on a two-year pooled
cohort of undergraduates who received federal student aid during award years and separated from college during award years
2014-15 and 2015-16. Dollars are inflation adjusted to 2019. Figures rounded to nearest $50.
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Another benefit of more granular metrics is that they could spot programs that offer substantially
lower quality instruction and student services within the same school. Program-level metrics may
also better protect students at historically brick and mortar colleges that are now rapidly expanding
online programs during the COVID-19 pandemic. Differentiating programs could help separate ex-
clusively online programs and hybrid programs from other offerings.”® More research on the recent
surge in third-party online providers is needed, but one-third of the increase in loan default during
the 2000s was associated with the entry of online programs, following the relaxation of rules for
lending to an online college.”

The main downside of program-level metrics is that programs often serve small numbers of stu-
dents, and some underperforming programs may avoid sanctions due to insufficient n-size. While
the first year of debt and earnings from College Scorecard data were both reported for programs
graduating the most students (62.8%), they excluded 4 in 5 (80.6%) programs that did not pass
the Department’s privacy standards.” Programs without data are commonplace at smaller colleges.
Over 90 percent of public and nonprofit four-year colleges, with no more than 2,000 students,
have at least one program without debt or earnings data on the College Scorecard.”

There are also practical considerations on how to define program level metrics. How to deal with
non-completers—especially those who left their institution but never declared a field of study? How
to deal with program switchers within a program level repayment rate? Are all programs substan-
tively different? Is an Engineering program as different from an English program, as English is from
History?

How to account for non-completers matters a lot, as one-quarter of community college students,
who owed more than they originally borrowed within 12 years of entering school, never declared
a major or were not in a degree program.’® This may be hard to address, without college-level
metrics, since it is easy to know if student left institution, but hard to identify the program of a
dropout, who did not yet declare a major, or a community college student, who was transferring
between colleges or programs. Subsequent enrollment in college also influences overall borrow-
ing amounts, and decisions about repayment that are hard to factor into a repayment rate for the
original institution.!”"

Another concern is that the use of program-level metrics could push some schools to advise stu-
dents, perceived to be at-risk, into different programs. That said, program-level metrics may pro-
tect students from being funneled into lower quality credentials, while college-level metrics could
see access denied altogether. Students at programs losing federal student aid eligibility may more
easily be able to find alternatives than students whose entire school was closed.

College-level and program-level debt metrics are both options worthy of consideration, given the
benefits of more targeted sanctions and the challenges in defining programs and mitigating n-size
exclusions. Policymakers could consider a middle-ground metric definition that would either com-
bine similar programs together or assess all programs within the same credential level together.'??
Policymakers should also consider ways to separate out exclusively online programs and hybrid
from other programs in the same college. These intermediate approaches could differentiate out-
comes within colleges, avoid all or nothing accountability, and mitigate n-size concerns.
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CRITERION 3) DOES EACH METRIC MEASURE OUTCOMES OF ALL
BORROWERS AND LOAN TYPES?

Including all of colleges’ borrowers helps mitigate the risk that colleges may manipulate a debt
metric by shifting borrowers, likely to have adverse outcomes, into excluded populations or
encouraging borrowers to take out loans excluded from the metric. Below we discuss how well
the three metrics cover both borrowers and loan types.

TABLE 16

PLUSES AND MINUSES OF HOW EACH METRIC
COVERS ALL STUDENTS AND LOAN TYPES

Debt-to-discretionary
earnings

Borrower-based

Earnings net of debt payments I

+ Establishes earnings floor to

help guard against adverse out-
comes among non-completers

with little debt

+ Could include private loans
(similar to debt-to-discretionary
earnings)

+ GE rule developed process
for calculating metric with both
federal and private, non-federal
loans

+ Directly signals when there
are adverse outcomes among
non-completers with little debt

- Less operationally feasible to
secure needed data to calculate
rates that include private loans

- Likely a less reliable metric for
non-completers with little debt

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

A common critique of debt-to-discretionary earnings is that, because it is only includes com-
pleters, it is potentially susceptible to institutions churning students through programs without
awarding a credential, so that students are excluded from the metric.”® Debt-to-discretion-

ary earnings does not lend itself to measuring debt burdens of non-completers because debt
amounts are typically much lower among these borrowers, compared to graduates (see table
17). Low levels of debt among non-completers—who comprise a majority of borrowers who
leave college with less than $10,000 of debt—mean that a variation of debt-to-discretionary
earnings that includes all borrowers could reward, rather than sanction colleges that do not see
students through to graduation. ™ Borrower examples also suggest a similar issue for certificate
programs, where even completers have small amounts of debt, but do not necessarily leave
with quality credentials (see first criterion). Lower debt burdens make it possible for colleges
with relatively lackluster completion and earnings to avoid sanctions, as long as borrowers make
slightly more than the 150 percent of the Federal Poverty Line that defines discretionary in-
come.'%

Earnings net of debt payments can more easily guard against adverse outcomes among
non-completers, and reward colleges for supporting students through to graduation. Earnings
net of debt payments establishes an earnings floor that institutions must meet, even if debt
payments are close to zero. Setting this floor high enough—perhaps earnings of high school
graduates—may help protect against colleges where too few students graduate and too many
offerings have little payoff.
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Repayment rate also works well when non-completers are included. Borrower-based repay-

ment rates are typically higher among borrowers who graduate before entering repayment (see

Appendix Il). The strong link between completion and loan payments means that repayment

rate likely rewards college that graduate most borrowers, and sanctions them when there are

many dropouts. One caveat is that dollar-based repayment rates may correlate with completion
somewhat less strongly, since they place more weight on borrowers with higher debt, who likely
graduate with some form of credential.

TABLE 17

MEDIAN FEDERAL STUDENT DEBT AND NUMBER OF BORROWERS LEAVING

COLLEGE IN 2014-15, BY COMPLETION STATUS AND INSTITUTION TYPE

Median debt P
of borrow- L2007 ©
. Median debt borrowers | Number of
Median debt ers who
_ of borrow- [ Number of who grad- borrowers
Institution type of all graduate . : .
5 ers who did | borrowers uate with | who did not
borrowers | with degree
¢ | not graduate degree or graduate
or certifi- e
certificate
cate
Public four-year $12,500 $20,550 $7,250 2,902,450 1,361,850 1,550,250
Nonprofit four-year $16,450 $25,150 $8,250 1,489,550 696,900 792,850
Sgﬁ"a';e”mm“”'ty $5,500 $9,200 $4,750 1,965,950 389,500 1,564,750
For-profit $9,150 $9,850 $4,750 2,072,450 877,500 1,201,650
Total $9,500 $13,300 $5,500 8,348,850 3,289,000 5,063,200
MSI type
Public HBCU $14,250 $27,800 $9,500 116,150 34,750 81,750
Nonprofit HBCU $13,650 $31,000 $9,500 44,950 14,150 30,200
Public PBI $4,500 $8,000 $4,050 135,450 27,050 108,850
Nonprofit PBI $12,800 $27,000 $9,500 50,300 20,400 30,150
Tribal college $5,800 $11,650 $4,650 1,600 450 1,150
Special focus
Religious affiliation $16,100 $25,250 $8,500 768,600 355,350 411,250

Source: College Scorecard college-level data, accessed November 2020. This table displays median debt for federal borrowers, disaggregated
by completion status. Institutions are disaggregated by categories of institutions based on level, control, MSI status, and religious affiliation
(Carnegie Classification). Median debt is calculated using two-year pooled cohort of undergraduates who started repayment on federal loans
in FY2014 and FY2015. Figures rounded to nearest 50. Borrower totals may not add up due to rounding and differences in data that did not
meet privacy standards.

A strength of debt-to-earnings metrics, which include debt-to-discretionary earnings ratios
used for GE, was that it included private loan amounts in the calculation of typical debt pay-
ments.' This prevented colleges from encouraging private borrowing among students to avoid
accountability tied to federal loan outcomes. Debt-to-discretionary earnings and earnings net
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of debt payments are both more likely to be able to accommodate private loan debt in their
calculations than repayment rate. The U.S. Department of Education would only need to collect
information on private loans that would be sufficient to calculate cumulative debt amounts at

a single point in time, to derive debt-to-discretionary earnings. Repayment rates would require
more detailed information on private loan statuses and changes in private loan balances. In fact,
the Department has previously collected private loan amounts and calculated debt-to-earnings
rates for GE.'”

Policymakers may find it more difficult to incorporate private loan outcomes into repayment
rates, making it vulnerable to manipulation, when colleges encourage, or even steer, borrow-
ers toward private loans.®® Repayment rates are calculated using National Students Loan Data
System (NSLDS), which does not store similar data on private debt, and cannot do so without
expanded authority and infrastructure to collect data from nonfederal lenders.”?

CRITERION 4) TO WHAT EXTENT IS EACH METRIC VALID DURING AN
ECONOMIC RECESSION?

Well-designed debt metrics should be able to fairly assess a school’s performance during both
good and bad economic times. Policymakers need to have sufficient confidence that a college
can meaningfully improve, without closing off opportunities for communities who are hit hard-
est by recessions. For instance, Black college graduates have been more greatly impacted on
the job market than their white peers during the COVID-19 pandemic."™ Recessions may also
impact various regions of the country differently and worsen financial outcomes and debt bur-
dens for students living in local economies that are most severely impacted.™ Ideally, policymak-
ers should mitigate the influence that economic recessions have on debt metrics and account-
ability sanctions to allow for a clearer signal of institutional performance.

TABLE 18

PLUSES AND MINUSES OF HOW DEBT METRICS
WILL LIKELY RESPOND TO A RECESSION

Debt-to-discretionary Borrower-based
earnings repayment rate*

Earnings net of debt payments

+/- Ambiguous interaction be-

N e
GE rule developed mitigation tween repayment rates, IDR, and

+ GE rule developed mitigation
strategies to smooth out year-
to-year fluctuations for debt and
earnings metrics

- Economic conditions can influ-
ence earnings, unemployment,
and debt accumulation, which all
influence the metric

strategies to smooth out year-
to-year fluctuations for debt and
earnings metrics

+/- Less sensitive to student
debt burdens, which can in-
crease during recessions

- Economic conditions can influ-
ence earnings and
unemployment

interest rates during a recession

- Highly influenced by economic
conditions since it is sensitive to
changes in debt, earnings, and
short-term financial shocks that
can occur during hard times

- Mitigation strategies developed
during GE rulemaking may be
less effective

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.
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Economic downturns influence all three debt metric options featured in this paper to some
extent, but some metrics are more sensitive to prevailing economic factors than others. Per-
formance on all three metrics is likely to worsen during a recession due to stagnant wages and
increased unemployment, which likely drive down the typical earnings of borrowers. For exam-
ple, during the Great Recession average earnings among federally aided students, six years after
they initially enrolled at community colleges, declined from $29,750 in 2007-08 to $28,850

in 2009-10 (-3.1%) (see table 19). The share of federally aided students with no earnings at all
increased from 14.1 percent to 16.6 percent (+17.8%) at community colleges from 2007-08 to
2009-10 (see table 20).™

For debt-to-discretionary earnings and earnings net of debt payments, higher unemployment
directly impacts the metric because it decreases discretionary earnings among a portion of
borrowers. Stagnant or declining wages are also more likely to occur during a recession and
directly worsen performance on these two earnings-based metrics.™ Making matters worse,
debt-to-discretionary earnings is more sensitive to increased reliance on debt, as families have
less income and savings to pay for college, and public colleges and universities pass on state
funding cuts to students.™ Median debt increased across all institution types during the Great
Recession (see table 22).

TABLE 19

AVERAGE EARNINGS OF STUDENTS SIX YEARS

AFTER ENTRY INTO COLLEGE, AS MEASURED BEFORE AND AFTER
THE 2008 FINANCIAL CRISIS, BY INSTITUTION TYPE

Institution type 2007-2008 2009-2010 Change Percent change
Public four-year $38,950 $37,650 -$1,300 -3.4%
;\lonproflt $41,500 $40,550 -$950 -2.3%
our-year

Public community $29,750 $28,850 -$900 31%
college

For-profit $31,450 $30,200 -$1,250 -4.0%
Total $35,150 $33,750 -$1,400 -4.0%

Source: College Scorecard college-level data, accessed in November 2020. This table displays the mean earnings of federally
aided undergraduates who were working and not enrolled six years after starting college. Earnings were calculated on a 2000-01
and 2001-02 pooled cohort of undergraduates, who received federal student aid, which was measured six years later in 2007 and
2008, while the pooled cohort 2002-03 and 2003-04 was measured in 2009 and 2010. Dollars are inflation dollars adjusted to
2014 dollars. The sample is limited to institutions that have earnings data in both measurement years. Figures rounded to nearest

$50.
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TABLE 20

PERCENTAGE OF STUDENTS WITH NO EARNINGS SIX YEARS

AFTER ENTRY INTO COLLEGE, AS MEASURED BEFORE AND AFTER
THE 2008 FINANCIAL CRISIS, BY INSTITUTION TYPE

Institution type 2007-2008 2009-2010 R Sarears Percent change
point change

Public four-year 8.0% 9.3% +1.3% +171%

Nonprofit four- 9.3% 10.9% 1 1.6% +170%

year

Public community 141% 16.6% +2.5% +178%

college

For-profit 14.9% 18.5% + 3.6% + 23.9%

Total 1.6% 14.1% +2.5% +21.5%

Source: College Scorecard college-level data, accessed November 2020. This table displays the share of federally aided under-
gradautes who were not working and not enrolled six years after starting college. Earnings were calculated on a 2000-01 and
2001-02 pooled cohort of undergraduates, who received federal student aid, which was measured six years later in 2007 and
2008, while the pooled cohort 2002-03 and 2003-04 was measured in 2009 and 2010. The sample is limited to institutions that
have earnings data in both measurement years.

However, earnings net of debt payments is somewhat less sensitive to how much debt students
accumulate, according to our analysis of borrower examples (see Appendix Il). Additionally, poli-
cymakers may be able to mitigate the effects of recessions on this metric because they could
adjust earnings for changes in macroeconomic conditions, which are outside colleges’ control,
as well as changes in typical earnings in areas where colleges operate.™

Repayment rates are also driven downwards during recessions, as borrowers’ financial health
and job prospects deteriorate and borrowers increasingly miss loan payments."™ From 2007-08
to 2009-10, the average one-year repayment rate fell from 55.9 percent to 45.1 percent for stu-
dents who attended community colleges (-10.8 pct pts) and from 49.0 percent to 30.7 percent
for students who attended for-profit colleges (-18.3 pct pts) (see table 21). Such large swings in
repayment rate, over just a few years, suggests that it would be hard for policymakers to set an
absolute threshold to the metric that would apply a fair standard over time. Even judging insti-
tutions against the relative performance of other institutions may be difficult, because repay-
ment rates appear to change differentially during a recession for different kinds of colleges.
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TABLE 21

AVERAGE ONE-YEAR REPAYMENT RATE FOR BORROWERS

LEAVING COLLEGE, AS MEASURED BEFORE AND AFTER THE 2008
FINANCIAL CRISIS, BY MEASUREMENT YEAR AND INSTITUTION TYPE

Institution type 2007-2008 2009-2010 P?rcentage Percent change
point change

Public four-year 72.0% 61.3% -10.7% -14.8%

Nonprofit four- 74.9% 61.6% 13.3% 17.8%

year

Public community o o o o
55.9% 451% -10.8% -19.3%

college

For-profit 49.0% 30.7% -18.3% -37.2%

Total 63.1% 48.5% -14.6% -23.2%

Source: College Scorecard college-level data, accessed November 2020. The table displays repayment rates for undergraduate
borrowers one year after leaving college and entering repayment: the fraction of repayment cohort who are not in default with
loan balances that have declined five years since entering repayment. Institutions disaggregated by categories of institutions
based on level, control, MSI status, and religious affiliation (Carnegie Classification). Repayment rates were calculated on a two-
year pooled cohort of undergraduates, who started repayment on federal loans in FY2006 and FY2007, which was measured in

2007 and 2008, while the FY2009 and FY2010 was measured in 2009 and 2010.

TABLE 22

MEDIAN FEDERAL STUDENT DEBT OF

GRADUATES

AS MEASURED BEFORE AND AFTER THE 2008 FINANCIAL CRISIS,
BY MEASUREMENT YEAR AND INSTITUTION TYPE

Institution type 2007-2008 2009-2010 Dollar change Percent change
Public four-year $14,250 $15,750 + $1,500 + 10.5%
:/\lezr;proflt four- $17000 $18,450 + $1,450 + 8.4%
Public community $6,150 $7500 + $1,400 +22.4%
college

For-profit $6,650 $9,500 + $2,850 + 43.4%
Total $10,000 $12,150 + $2,150 +21.4%

Source: College Scorecard college-level data, accessed November 2020. This table displays the median debt of undergraduates,
who graduated with any federal debt, calculated on a two-year pooled cohort for FY2007 and FY2008 and another pooled cohort
for FY2009 and FY2010. The sample is limited to institutions that have debt data in both measurement years. Figures rounded to

nearest $50.

Clearly, recessions are likely to impact all three debt metric options discussed, raising concerns
that colleges will be held accountable for factors outside their control, and that sanctions could
take away access to quality credentials for underrepresented students of color and lower-in-
come families who are typically more impacted by recessions. This is particularly concerning
given that earnings and repayment rate declined most at open access colleges during the Great

Recession.
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Policymakers may need to consider ways to refine debt metrics, thresholds, and rewards and
sanctions associated with the thresholds to mitigate these potentially harmful consequences.
For example, the GE rule calculated debt-to-earnings metrics based on at least two years of
cohorts and assessed at least two years of rates before programs could potentially lose Title
IV eligibility. Strategies such as these can help smooth out short-term fluctuations in earnings,
debt amounts, and loan repayment.™ Earnings thresholds could also be adjusted for changes
in local economic conditions. Unfortunately, these strategies may be less effective in mitigat-
ing the influence of downturns on repayment rates, which are affected by multiple factors that
worsen during recessions.

THE IMPACT OF CHANGES IN INTEREST RATES

One factor that could offset the impact of a recession is that interest rates typically decline
during a downturn, as money piles into safer assets, and reduce the interest portion of debt
payments. Simulations of borrower examples showed that decreased interest rates can substan-
tially improve debt-to-discretionary earnings ratios and make it easier for borrowers to avoid
negative amortization—and thus improve repayment rates (see Appendix Il). Recessionary dips
in interest rates are less of a factor for earnings net of debt, which is predominantly driven by
annual earnings, and less sensitive to debt amounts and interest rates.

However, the extent to which declining interest rates can offset increased strains on borrow-
ers remains highly uncertain, and several factors suggest changes in interest rates are blunt
instruments in offsetting the impacts of economic downturns. First, there is far from a perfect
negative relationship between interest rates and economic growth. The 10-year Treasury yield
that underpins interest rates on federal student loans has dipped during recessions, but coin-
cidentally, has been on a long-term decline over the past four decades, during both good and
bad economic times. Now that the 10-year Treasury yield is near-zero, it is unclear how well it
will adjust to economic conditions.™ Second, policymakers have not always tied federal student
loan interest rates to prevailing market rates, and it is no guarantee interest rates on student
loans will continue to be set this way in perpetuity. Third, there may be a lag between when
interest rates decline during a recession and when students in college take out loans with re-
duced interest. Since interest rates on student loans are typically fixed, the students who leave
college during a recession (and need the most help) are likely have loans that reflect previously
higher interest rates.

The GE rule mitigated fluctuations in interest rates and based calculations for debt-to-earnings
on six-year rolling averages of interest rates on federal student loans. This could help mitigate
impacts of changes in interest rates for debt-to-discretionary earnings and earnings net of debt
payments. However, this feature cannot mitigate the influence of interest rates on repayment
rates, as that metric is affected by the actual interest rates on borrowers’ individual loans and
whether rates make it easier or more difficult to make progress paying down balances.
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CRITERION 5) WHAT IS THE EARLIEST VALID MEASUREMENT WINDOW?

In measuring student loan outcomes, there is a tension between making sure that measurement
occurs far enough into repayment that results are stable, and reflect current and likely lon-
ger-term risk, but also soon enough after enrollment that results can reasonably be attributed
to the college or program. This section discusses the earliest measurement window that could
reasonably be used for each metric.

TABLE 23

PLUSES AND MINUSES OF REQUIRED

MEASUREMENT WINDOW FOR EACH METRIC

Debt-to-discretionary
earnings

Earnings net of debt payments

Borrower-based
repayment rate*

+ Somewhat more stable over
time because debt amounts in
calculation do not change after
separation from college

+ GE rule established two to
three years may be earliest valid
measurement window

+/- Somewhat longer mea-
surement window likely needed
because metric is predominantly
driven by earnings, not amount
borrowed

+/- Metric should probably be
measured about five years after
separation from college

- May not sufficiently guard
against harm at recently opened
colleges due to longer measure-
ment window

+/- Historical repayment rates of
colleges have been fairly stable
at about three to five years after
separation from college

- For IDR borrowers, repayment
trajectories may change course
over time, making a longer mea-
surement window necessary

- Some IDR and interest rate
scenarios indicate that even
applying a negative amortiza-
tion test ten years after college
may not reliably predict lifetime
repayment

- May not sufficiently guard
against harm at recently opened
colleges due to longer measure-
ment window

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

Shorter-term measures are also preferable because many newer institutions, or those that have
had a recent change in data reporting, will not be covered by metrics that lag over a longer
time. Barely half (52.8%) of for-profit institution branches operating in 2014-15 existed ten years
prior and would be included in a 2004-05 cohort. Only about 2 in 3 (69.6%) for-profit institu-
tion branches existed just five years prior to 2014-15 (see table 24). Although the universe of
public and nonprofit colleges is much more stable over time, and main campuses that report
federal student aid data change somewhat less often, this churn of institutions and branch
locations among for-profits suggests that longer-term metrics will be less effective. The worst
outcome of default is overwhelming concentrated among these colleges, so that long measure-

ment windows may not guard against some of the worst actors.

ne
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TABLE 24

PERCENTAGE OF 2014-15 INSTITUTIONS OPERATING IN PRIOR YEARS,

BY INSTITUTION TYPE

Unique institution campuses/ e e . o B

branches (IPEDS unit ID) Main institution (six-digit OPEID)

Institution type 10-years 5-years 3-years 10-years 5-years 3-years
prior prior prior prior prior prior

(2004-05) | (2009-10) (2011-12) (2004-05) | (2009-10) (2011-12)
Public four-year 97.6% 98.0% 98.3% 98.4% 98.7% 991%
'y\'ez:pmf't four- 91.7% 95.4% 97.9% 93.3% 96.2% 98.1%
Public community | g4 go 96.6% 98.6% 94.8% 96.7% 98.7%

college

For-profit 52.8% 69.6% 85.1% 66.3% 79.7% 89.8%
Total 72.5% 82.5% 91.2% 83.7% 90.1% 95.0%

Source: College Scorecard college-level data, accessed November 2020. This table displays the percentage of 2014-15 institutions
with UNITIDs in 2004, 2009, and 2011 and six-digit OPEIDs in 2004, 2009, and 2011. An institution is considered operating during a
data year if its six-digit OPEID was included in that year’s College Scorecard data set.

Timing impacts borrowers’ income data used for both debt-to-discretionary earnings and earn-
ings net of debt payments. Average earnings increases over time among borrowers, in the years
after they have separated from college, more quickly for public and nonprofit four-year colleges
than for community colleges and for-profit colleges.”® At public four-year colleges, average
post-enrollment income among federally aided students increased 19.1 percent, eight years to
ten years after entering college, compared to only a 13.4 percent increase among students en-
rolled at for-profit colleges (see table 25). On the other hand, debt payments for these calcula-
tions do not change over time, and that may allow for a shorter measurement window.

Experts have recommended measurement windows on earnings ranging from three to ten years
after graduation.”” About five years after college may strike a good balance within that range.
Analysis of College Scorecard and tax data have indicated that annual earnings of individuals
becomes more stable about ten years after starting college, as students progress through col-
lege, (in some cases) complete additional schooling, and settle into the workforce.”?? Five years
after exit or graduation could be an appropriate timeframe, given that it roughly corresponds
with about ten years after starting college, and that some of the most complete earnings data
from the U.S. Census indicate income rises most dramatically in the first five years after gradua-
tion and then starts leveling off.'®

However, debt-to-discretionary earnings may have an earlier valid measurement window than
earnings net of debt payments. Debt-to-discretionary earnings is more sensitive to the amount
of debt borrowed, and since this amount does not change over the measurement window for
our proposed definition, a shorter measurement window may reliably predict longer-term rates.
Earnings net of debt payments also includes a component based on a fixed debt payment, but
earnings net of debt payments is primarily driven by earnings (see Appendix Il). Earnings net of
debt payments likely needs to be measured over a long enough period of time for earnings to
stabilize, while a window of roughly two or three years after exit, that is similar to the GE rule,
may be adequate for debt-to-discretionary earnings.™
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TABLE 25

AVERAGE EARNINGS OF STUDENTS IN THE 2004-05 COHORT,

BY MEASUREMENT YEAR AND INSTITUTION TYPE

hf Percent growth
- i 10-year earnings (ST 0 LA from 8-year
Institution type T AT Y 8 8-year earnings to Y
(2012-2013) (2014-2015) . earnings to
[OpySae MRines 10-year earnings
Public four-year $41,900 $49,800 + $7900 +18.8%
'y\'e‘;?pmf't four- $44,500 $53,000 + $8,500 +191%
Public community $31,400 $36,250 + $4,850 +15.5%
college
For-profit $31,550 $35,750 + $4,200 + 13.4%
Total $37300 $43,850 + $6,550 +17.6%

Source: College Scorecard college-level data, accessed November 2020. The table displays mean earnings data of federally aided
undergaduates who were working and not enrolled eight years after entry and ten years for the 2004-05 cohort. The sample is
limited to institutions that have data in both measurement years. Figures rounded to nearest $50.

Repayment rate may need to be measured over an even longer period of time, because short-
er-term rates may not consistently predict longer-term outcomes, such as full repayment.
Borrowers may experience higher variability in employment and loan payments earlier on in re-
payment that may not reliably indicate the longer-term trajectory of repayment. Borrowers are
more likely to accumulate some interest early on in repayment and then start to make progress
on paying off loans as their income grows, and if this progress is uneven across different types
of borrowers, it could make shorter-term repayment rates less indicative of longer-term out-
comes.

Moreover, a repayment rate that is based on negative amortization will take more time to re-
spond to earnings growth and increasing payments made by borrowers, compared to the other
two metrics in this paper. Loan amortization depends on past loan payments and accumulation
of interest over time so that it will take time for the metric to improve, in contrast with earn-
ings-based metrics that respond to income earned in the most recent year with available data.
Another issue is that IDR bases loan payments on income for the prior year, which means that
payments during the first year after college are much lower than in subsequent years, because
first-year payments are based earnings when students were attending college and likely working
less than full-time.™

Repayment rates indeed rise steadily with longer measurement windows. Borrower-based rates
increase similarly across all college types, with increases typically about ten percentage points
from one-year rates to seven-year rates (see table 26). Some experts argue that the stability of
relative rankings on repayment rate between different measurement windows suggest measure-
ment windows could be as short as three years.””® However, if assessed against an absolute bar,
different measurement windows will yield different consequences for colleges. Borrower-based
repayment rates at community colleges are typically less than 50 percent in the first year, but
eventually rise past that threshold. Repayment rates may also interact with IDR in ways that may
make short-term rates less reliable.
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TABLE 26

AVERAGE FOR REPAYMENT RATE FOR 2007-08 COHORT,
BY MEASUREMENT YEAR AND INSTITUTION TYPE

1-year repayment | 3-year repayment | 5-year repayment | 7-year repayment

Institution type | e (2008-09) | rate (2010-11) rate (2012-13) rate (2014-15)
Public four-year 58.3% 61.9% 66.0% 69.4%
Nonprofit four- 59.0% 62.9% 672% 70.5%
year

Public community 41.0% 44.4% 48.2% 51.8%
college

For-profit 26.9% 292% 33.2% 375%
Total 45.9% 49.6% 54.0% 578%

Source: College Scorecard college-level data, accessed November 2020. This table displays the one-year, three-year, five-year,
and seven-year repayment rates at institutions, calculated on a two-year pooled cohort of undergraduates who started repayment
on federal loans in FY2007 and FY2008. The sample is limited to institutions that have data in all measurement years.

Even longer-term repayment rates may not reliably gauge progress toward full repayment of
student loans. The examples of parent borrowers using IDR had negatively amortizing loans five
years after college, but ultimately paid down their full loan balance, plus thousands of dollars
of interest in the second decade of repayment, after the borrowers’ children grew up, reducing
their family sizes and increasing payments set by IDR (see Appendix II).

Conversely, examples of borrowers in IDR show that repayment rate is sensitive to interest
rates, and when interest rates are low, short-term repayment rates based on negative amor-
tization may overstate the progress borrowers are making toward paying their loans in full.
Under the lower interest rate assumption, the example teacher and both Black borrowers made
payments exceeding interest during the first five years of repayment, but still received some
forgiveness on accrued interest after 20 years of making required payments in IDR.

In sum, policymakers should consider as short a measurement window as possible that allows
just enough time to fairly attribute outcomes to colleges and programs. For the earnings-based
metrics, measurement windows between three and five years are likely sufficient. However,
repayment rates may need an even longer window to mitigate fluctuations in loan payments in
the first few years after college and to account for interactions between loan payments and IDR.
The challenge in measuring over a short enough window also speaks to the need for policymak-
ers to calculate debt metrics on exit cohorts, rather than on cohorts of students entering col-
lege. In the time students attend college, higher education can change dramatically, and harm
caused by emerging bad actors can go unaddressed.
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TABLE 27

PLUSES AND MINUSES OF HOW WELL METRICS
COVER INSTITUTIONS WITH FEWER BORROWERS

Debt-to-discretionary
earnings

Earnings net of debt payments

Borrower-based
repayment rate*

+ Most colleges and virtually all
borrowers are likely covered

+/- Coverage less complete at
for-profit colleges

+/- Partially factors in borrowing
intensity at colleges

+ Most colleges and virtually all
borrowers are likely covered

+/- Coverage less complete at
for-profit colleges

- Does little to account for bor-

rowing intensity at college as a
stand alone metric

+ Most colleges and virtually all
borrowers are likely covered

+/- Coverage less complete at
for-profit colleges

- Does little to account for bor-

rowing intensity at college as a
stand alone metric

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

CRITERION 6) HOW WELL DOES EACH METRIC COVER (SMALL) INSTITUTIONS

AND PROGRAMS?

Debt metric calculations cannot disclose personally identifiable information, and they must also
meet statistically acceptable standards for precision. This means debt metrics need to exclude
institutions with small numbers of borrowers, with a minimum n-size cutoff likely between 10
and 30 students.” Additionally, policymakers may want to develop an accountability system
that takes into consideration how likely students at an institution borrow, and how much they
borrow (i.e., “borrowing intensity”).

If calculated at the institution-level, the vast majority of colleges will meet n-size requirements,
and statistic precision will likely not pose a barrier in protecting students who attend most
institution types. About 9 in 10 public four-year colleges have at least 30 students in cohorts
for College Scorecard debt, earnings, and repayment rate, while coverage is somewhat lower
for non-profit four-year colleges and community colleges (about 6 in 10 institutions for both).
Coverage on these same metrics is lowest at for-profit colleges at 41.2 percent, suggesting
that policymakers should consider pooling cohorts of students together, to limit the number
for-profit colleges avoiding inclusion in the metrics (see table 28).

Nevertheless, colleges excluded based on n-size typically enroll small numbers of students and
the number of borrowers excluded on college-level debt metrics is likely a very small percent-
age of all borrowers. While information is limited on the number of borrowers who attended
colleges with small cohort sizes, analysis of GE suggests coverage of borrowers is likely be much
higher than the coverage of colleges. GE covered the vast majority of students at applicable
programs, despite excluding about 85 percent of programs due to insufficient n-size require-
ments.”® College Scorecard data suggest college-level metrics would likely have better coverage
of borrowers than program-level GE metrics. Even among for-profit colleges, where a substan-
tial fraction of institutions would be excluded, college-level metrics are likely to protect a de-

cent percentage of borrowers.
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TABLE 28

PERCENTAGE OF COLLEGES THAT REPORT DEBT AND EARNINGS MEASURES

AND HAVE A COHORT N-SIZE OF AT LEAST 30 STUDENTS,
MEASURED IN 2014-15, BY INSTITUTION TYPE

S Average earnings Mec!ian Five e e Earnings, debt,
nstitution type ten years after | cumulative debt and repayment
entering college | after graduation repayment rate TG rate
Public four-year 93.1% 96.2% 929% 90.9% 90.4%
Nonprofit four-year 64.4% 76.3% 73.2% 63.3% 62.9%
Egﬁg;e”mm“”‘ty 82.7% 771% 71.6% 67.0% 63.0%
For-profit 45.9% 83.7% 63.6% 42.0% 41.2%
Total 63.4% 80.9% 70.8% 577% 56.4%
MSI type
Public HBCU 100.0% 86.0% 86.0% 86.0% 86.0%
Nonprofit HBCU 80.0% 92.0% 86.0% 80.0% 80.0%
Public PBI 94.4% 79.6% 61.1% 75.9% 59.3%
Nonprofit PBI 74.2% 871% 77.4% 74.2% 74.2%
Tribal college 79.4% 8.8% 5.9% 8.8% 59%
Special focus
Religious affiliation 679% 78.5% 76.2% 671% 67.0%

Source: College Scorecard college-level data, accessed November 2020. This table displays mean earnings of federally aided undergraduates working
and not enrolled ten years after entry; median debt of undergraduates who left college with federal loans; and five-year repayment rate. Institutions
are disaggregated by categories of institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). All data measured
in 2014-15.

Another concern is how debt metrics apply to colleges that have only a small percentage of
students borrowing loans. Policymakers may want to consider how to fairly judge colleges that,
while having low borrowing rates, still serve a high share of low-income students who rely on
federal grant aid to pay for college. Less than 20 percent of students borrowed federal loans at
53.7 percent of community colleges in 2014-15 (see table 29). Excluding non-borrowers from
the metrics and applying n-size requirements may help take borrowing rates into account. For
example, students in about 9 in 10 tribal colleges do not take out any federal debt at all, and
virtually all these schools would likely be excluded from debt metrics, without any additional
exclusions. However, policymakers may need additional solutions that factor in borrowing in-
tensity for colleges with substantial number of borrowers, but low concentrations of borrowing
among the overall student body.
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TABLE 29

PERCENTAGE OF STUDENTS WHO BORROWED FEDERAL LOANS

IN 2014-15, BY INSTITUTION TYPE

% of

% of

Median Lowest Highest o e . P % of

ercentage | percentage | percentage institutions | institutions institutions
Institution type P . . 5 w/ <20% w/ <10%

borrowing | borrowing | borrowing . A w/o any
borrowing borrowing
loans loans loans borrowers
loans loans

Public four-year 51.8% 0.0% 100.0% 8.5% 5.0% 2.4%
Nonprofit four-year 64.1% 0.0% 98.6% 10.6% 8.9% 7.4%
Public community 172% 0.0% 100.0% 53.7% 399% 26.5%
college
For-profit 671% 0.0% 100.0% 9.3% 7.6% 6.3%
Total 58.3% 0.0% 100.0% 18.3% 14.2% 10.3%
MSI type
Public HBCU 72.2% 0.0% 89.7% 16.0% 16.0% 14.0%
Nonprofit HBCU 86.7% 0.0% 98.3% 21% 21% 21%
Public PBI 24.2% 0.0% 87.0% 37.0% 29.6% 29.6%
Nonprofit PBI 74.4% 0.0% 94.7% 5.0% 5.0% 2.5%
Tribal college 0.0% 0.0% 48.6% 91.2% 91.2% 91.2%
Special focus
Religious affiliation 66.7% 0.0% 98.6% 8.7% 79% 6.6%

Source: College Scorecard college-level data, accessed November 2020. This table displays the percent of all undergraduates receiving
a federal student loan during academic year 2013-14 (reported through IPEDS). Institutions are disaggregated by categories of institu-
tions based on level, control, MSI status, and religious affiliation (Carnegie Classification).

To some extent, the metrics in this paper consider the intensity of borrowing, in that they are
influenced by borrowing amounts that may correlate with, and proxy for, how many students
take on debt and how much debt borrowers typically accumulate at each college (or program).
Debt-to-discretionary earnings is strongly influenced by debt amounts and its use may benefit
colleges where students are relatively less burdened by debt. A dollar-based repayment rate
may also help mitigate consequences for colleges with less intense borrowing, by weighing the
outcomes of students with more debt more heavily. However, earnings net of debt payments
and borrower-based repayment rates are less influenced by borrowing amounts and less likely
to mitigate consequence for colleges with less student debt. None of these metrics, by them-
selves, would precisely take borrowing intensity into account.

Policymakers could also consider a set of rules that exclude colleges with low shares of bor-
rowers from metric calculations or sanctions. A minimal threshold for the share of borrowers
could establish that borrower outcomes are reasonably representative of completion outcomes
and credential quality at the college (or program) as a whole. Another option is to adjust the
metrics based on intensity of borrowing among the full student body.””” The latter approach,
though, would likely disproportionately impact HBCUs and colleges serving greater shares of
Black students, who are more reliant on student debt to pay for college. Some may argue it that
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it is fairer to focus an accountability system on student debt outcomes and borrower financial
health, rather than how likely it is for students to borrow while in college. Borrowing rates may
be overly influenced by disparities in institutional resources and racial wealth gaps—that could
add noise to an indicator of borrower financial health.

CRITERION 7) WHAT ARE THE KEY IMPLEMENTATION CHALLENGES?

There are two primary challenges in using the debt metrics for purposes of accountability: 1)
having the authority and operational capability to extract data for the metrics and 2) develop-
ing a framework and thresholds that have a solid rationale and mitigate adverse, disparate, and
unfair impacts on colleges, as well as on underrepresented students of color and low-income
students. Finding metrics that achieve both these aims is challenging, but critical to being able
to use debt metrics to trigger meaningful sanctions.

TABLE 30

PLUSES AND MINUSES OF OBTAINING AND VALIDATING

DATA FOR EACH METRIC

Borrower-based
repayment rate*

Debt-to-discretionary

cevilins Earnings net of debt payments

+ GE rule established and +/- Similarity to established

implemented a framework and
thresholds

- Challenges to ED accessing to
SSA or other earnings data

- Questions about how well
federal tax data reflect actual
employment outcomes and ques-

and previously implemented GE
metrics

- Challenges to ED accessing to
SSA or other earnings data

- Questions about how well
federal tax data reflect actual
employment outcomes and ques-

+ Using the Department’s own
data avoids interagency data
exchanges

- Evidence base to support a
specific threshold is thin

tions about the earnings appeals
process

tions about the earnings appeals
process

* This chart summarizes tradeoffs of a borrower-based repayment rate. Some tradeoffs may differ for other variations of repay-
ment rate, as discussed throughout this report.

Social Security Administration (SSA) earnings data are key to calculating any debt metrics that
incorporate earnings. Previous legal challenges to the 2014 GE rule highlight how complex fed-
eral interagency data sharing can be, and special care will need to be taken to ensure that ED
can successfully work with other agencies to secure and properly use earnings data.”® The U.S.
Department of Education can also consider using other sources of earnings data, such as data
from the Internal Revenue Service or from a state agency data exchange, if necessary. However,
whatever the source, policymakers need to put in place interagency agreements that secure
access to comprehensive and reliable earnings data of former students. Agreements will need
to specify the purpose and use of these data, as well as procedures for complying with privacy
laws and data security standards. It may also be helpful for Congress to clarify that federal agen-
cies with earnings data have the authority to share those data, and that evaluation of colleges
and programs is a legitimate use of the data.
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Another operational challenge for an earnings-based metric is that due process requirements
under the Administrative Procedures Act (APA) require the Department to provide colleges
with an appeals process for earnings data, when college believe SSA or other federal data do
not sufficiently reflect the income of their former students. Some students may not pay federal
taxes on their income and skew earnings calculations downward for their college or program.
The American Association of Cosmetology Schools (AACS), brought a lawsuit in 2017, arguing
that SSA data do not accurately reflect the standing of cosmetology graduates because many
do not report their income for tax purposes. While GE allowed colleges to submit alternative
earnings data, a federal court held that the alternative earnings process included procedural
requirements (such as a 50% response rate to surveys) that were arbitrary and too stringent.”’
For any earnings-based metric, policymakers need to find an effective earnings appeals process
that includes guardrails against colleges gaming the metric with self-reported measures that are
inflated or inaccurate.

Repayment rate does not present these same implementation challenges related to securing
and validating data. Calculating rates only requires data on student loans that the Department
already maintains, with the notable exception of non-federal loans (see page 41).

Setting thresholds may be the most challenging aspect of developing and implementing any
debt metric. A standard that is too low is not meaningful, one that is too high is likely to not be
fair and potentially create harmful unintended consequences.”® Additionally, a threshold needs
to be based on a solid rationale. Debt-to-discretionary earnings has a conceptual framework
and thresholds that were vetted and implemented already via the GE rule. Earnings net of
debt payments is an untested metric, but it may be relatively easy to set a threshold based on a
level of income after debt payments that is so low that it does not allow for a livable income, or
that does not equate to what a student would make without attending college. For example, the
metric could indicate whether an institution is making its students worse off than a typical high
school graduate who has not attended college. GE also points to 150 percent of the Federal
Poverty Line as another promising threshold that could set a minimum standard on earnings net
of debt payment. New data released through College Scorecard show that if using 150 percent
of the Federal Poverty Line as the minimum threshold, the majority of graduates at about 1in 4
for-profit colleges did not meet this bar within three years of graduation (see Appendix Ill).

In contrast, policymakers may encounter greater obstacles setting thresholds for repayment
rates due to a shorter history of the calculation and a thinner research base to underpin it.
Thresholds such as 50 percent, or for a cohort-based metric, a break-even point at which loan
balances decline over time, may present the most compelling rational basis for a repayment
rate threshold.

In any case, the Department should collect necessary data, calculate metrics, and analyze their
effects, before tying them to consequences. In particular, more information is needed about
the benefits and harm reduction associated with debt metrics, along with unfair impacts on stu-
dents that typically have less access to higher education, such as underrepresented students of
color and low-income students. Currently, repayment rate is the only metric in this paper that
has publicly available data for the full universe of Title IV participating colleges. Debt-to-discre-
tionary earnings and earnings net of debt payments have data available from GE, but those data
do not cover many programs at public and nonprofit four-year colleges, and they are relatively
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outdated. A push for better data and more openness on the part of policymakers would help to
support a policy framework for debt metrics to complement CDR and existing accountability
measures.

MITIGATING THE IMPACT OF COLLEGE RESOURCE INEQUITIES ON METRICS

This report has examined to what extent debt metrics may unintentionally harm underrep-
resented students of color and low-income students, and we have found that broader social
disparities outside of the control of colleges may influence some metrics more than others.

To help mitigate this, policymakers could invest additional resources into colleges that need
help supporting students through to completion, improving credential quality, lowering pric-
es, and strengthening grant and scholarship aid. Nationally, schools receiving the least funding
and serving the bulk of underrepresented students of color have the lowest rates of success.
A growing body of evidence points to the critical role institutional resources play in supporting
positive student outcomes. Increased spending—wisely invested—increases student success.
Tuition, room, board, books, and other mandatory fees all contribute to the rising cost of at-
tending college. While not all strategies to increase completion come with a big price tag, less
selective colleges are unlikely to be able to strengthen the academic and nonacademic supports
that are key to driving student success without additional investment. For more information,
check out TICAS’ 2019 report, Dire Disparities.

Policymakers should also consider disaggregating debt metrics by key subgroups of borrow-
ers, such as Pell students (typically from families making less than $40,000), graduates and
non-completers, and dependent and independent students. Debt metrics vary across these
groups, and data on different kinds of students could illuminate equity gaps within colleges,
help policymakers develop thresholds on debt metrics, and signal to colleges how they could
move the dial on loan outcomes for all students.

A different approach is to hold colleges to a relative standard of performance that compares
like-colleges (or programs) to each other, or adjusts metrics for student demographics. Howev-
er, this does not align with the conceptual approach of this paper, to protect against loan out-
comes that do not meet a minimum standard, regardless of what kinds of students the college
enrolls or who the students are. There are also practical challenges in pursuing this strategy,

in that loan data on students’ racial and ethnic identifies are not comprehensively available. ™
Even with better data, methodologies that adjust metrics based on student demographics raise
concerns about statistical validity, and adjusting earnings for students with little employment
history is particularly fraught.’®
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USING METRICS TO TRIGGER SANCTIONS

PROMISING THRESHOLDS

An accountability system needs metric thresholds to draw the line between outcomes that are
adequate and bad outcomes that warrant sanctions for colleges (or programs), such as loss of
Title IV eligibility. This report does not recommend a single metric or threshold, but there are a
few promising approaches that policymakers should consider in using debt metrics.

The debt-to-discretionary earnings rate of 20 percent used for Gainful Employment (GE) is a
good starting point for that metric.”®® This threshold is supported by expert opinion and was
already successfully implemented at one time. Comprehensive data on debt-to-discretionary
earnings beyond GE programs are not available, but institutional data on earnings for federally
aided students and debt of borrowers suggest this standard could subject a substantial fraction
of HBCUs and MSIs to sanctions because of relatively high debt of graduates and modest earn-
ings after college. Limiting the metric to completers only, as was the case for GE, helps because
many of these four-year colleges provide credentials with decent financial payoff, among the mi-
nority of students who graduate. Policymakers should also consider allowing colleges, near the
borderline, multiple years to improve performance, such as allowing colleges with debt-to-dis-
cretionary earnings rates between 20 percent and 30 percent a longer period to improve.

For earnings net of debt payments, policymakers should consider setting a standard that
borrowers should make no less than the typical income of a high school graduate (roughly
$28,000) after expected debt payments. This threshold is conceptually appealing because earn-
ings of high school graduates may roughly gauge what students would have made without going
to college. On the other hand, this threshold may be impractically stringent. Students frequent-
ly make less than this amount after attending college, especially among those who attend open
access institutions (see pages 32-36). Still more colleges may not meet this threshold because
the metric would subtract debt payments from earnings, before assessing the threshold, and
borrowers who do not report taxable income may further pull down earnings figures.

Alternatively, policymakers should consider adjusting the threshold based on regional variation
in earnings, to more closely reflect whether credentials payoff, relative to opportunities stu-
dents would otherwise have available without attending college. Most programs that fail a stan-
dard based on national averages of high school graduate earnings pass the same standard based
on state averages, suggesting a regionally adjusted threshold would be less stringent.”’

Policymakers should consider the 150 percent of the Federal Poverty Line as a lower threshold
for earnings net of debt payments that focuses more on the very low performing colleges (or
programs). A lower threshold could better consider that earnings grows considerably well after
students enter the workforce, particularly among bachelor’s degree graduates, and that some
leeway should be afforded for students who voluntarily work less than full-time (e.g., mission-
ary work), geographic differences in wages and cost of living, and other idiosyncratic factors. A
multiple of the Federal Poverty Line may also be a good threshold because it could test whether
a borrower makes enough after college to make student debt payments, without eating into
personal living necessities. This threshold would be based on the Federal Poverty Line for a
single person (family size of one), rather than varying thresholds based on family sizes of stu-
dents. College should be held to a consistent, easily understood threshold that is not overly
influenced by demographics outside colleges’ control, such as age and family size.
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This report raises serious concerns that repayment rate is overly influenced by broader social
inequities outside the control of colleges and may unfairly identify colleges, such as HBCUs,
that serve very high shares of Black students, as having the worse loan repayment outcomes.
Hence, identifying a minimum standard for repayment rate that does not potentially under-
mine meaningful opportunities for students is challenging. Policymakers should consider set-
ting thresholds on repayment rate that could identify colleges, at the upper end of student
loan outcomes, where relatively few students struggle making payments on student debt. This
could function as a trigger to reward colleges meeting the threshold or as a way for colleges

to “appeal” against earnings-based metrics that establish a minimum standard, similar to the
use of repayment rate for the 2011 GE rule.” This may help resolve issues colleges may have
that federal earnings data understate the financial well-being of some students who report little
taxable income. Policymakers should consider 35 percent and 50 percent thresholds that were
considered throughout the negotiated rulemaking process for GE, and that this report’s analysis
indicates corresponds with outcomes typically meeting the minimum standards discussed for
the other two debt metrics (see next section).

FITTING THE METRICS TOGETHER

It is hard for one single debt metric to achieve all goals of an accountability system, or work
well in all instances, and for all kinds of institutions and students. The debt metrics highlighted
in this paper are meant to complement and strengthen existing protections for students pro-
vided by the official Cohort Default Rate (CDR) and other existing safeguards. Maintaining CDR
as a baseline of acceptable performance on top of these metrics is critical, since it is well-es-
tablished that default is an extremely harmful outcome for students, and that CDR has pushed
some colleges to improve student success efforts and financial aid practices.® The metrics
discussed in this paper may work well with CDR, in that they appear related to borrower strug-
gles and default, and at the same time, differ substantially enough from CDR rates that they
likely capture a broader set of adverse loan outcomes that do not quickly lead to default after
college.

Average earnings of federally aided students ten years after entry into college, an important
component of debt-to-discretionary earnings and earnings net of debt metrics discussed in
this paper, strongly correlates with CDR rates. Among colleges with CDRs below 20 percent,
3,667 in 4,680 (78.4%) had average earnings great than or equal to $28,000 in 2014-15. At the
same time, 507 (10.8%) of colleges with CDRs below 20 percent had average earnings less than
$24,120 (200% of the Federal Poverty Line in 2017 dollars), indicating that earnings-based debt
metrics may detect problematic outcomes that are not already reflected in CDR (see table 31).

Similarly, repayment rates correlate with CDRs, but also may indicate that some low-CDR
institutions have a substantial share of students in negative amortization. Only 2,484 in 4,879
(50.9%) of institutions with CDRs less than 20 percent had a five-year repayment rate greater
than 50 percent (see table 32). Although many borrowers in negative amortization may even-
tually make steadier progress on repayment, these data show that repayment rate is a much
broader indicator of borrower struggles than CDR. Repayment rate is likely better suited to sig-
nal which colleges (or programs) are on the upper end performance, rather than a metric that
benchmarks colleges against a minimum standard.
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TABLE 31

NUMBER OF INSTITUTIONS BY AVERAGE EARNINGS

TEN YEARS AFTER ENTRY INTO COLLEGE (2014-15) AND
THREE-YEAR COHORT DEFAULT RATE (2014)

Average earnings of students who attended institution
JShert | < stmoon | SIBO%0- | S20120- | $28000- | L g00q | g
>30% 3 24 22 21 4 121
25-29% 3 27 50 74 32 237
20-24% 5 104 m 273 1620 764
10-19% 28 305 399 565 1,193 2,846
<10% 18 156 107 197 1,712 2,823
Total 88 746 792 1,290 3,159 7,766

Source: College Scorecard college-level data, accessed November 2020. The table displays institutional counts based on mean
earnings for federally aided undergraduates and institutional cohort default rates for borrowers. Mean earnings were calculated
on a two-year pooled cohort of undergraduates who received federal student aid and separated from college during award years
2003-04 and 2004-05. Cohort default rates were calculated for the 2012 cohort of undergraduate and graduate borrowers, who
were measured in 2014. Dollars are inflation-adjusted to 2017 Totals include colleges that did not report data.

* The thresholds for earnings are based on the 2017 Federal Poverty Line for a single adult and typical earnings of a high school
graduate: $18,090 = 150% Federal Poverty Line in 2017; $24,120 = 200% of the Federal Poverty Line in 2017; and $28,000 =
income of average high school graduate.

TABLE 32

NUMBER OF INSTITUTIONS BY FIVE-YEAR REPAYMENT RATE (2014-15)

AND THREE-YEAR COHORT DEFAULT RATE (2014)

Repayment Rate
deﬁ:’,‘:’ ::te < 25% 25.29% 30-34% 35.49% > 50% Total
> 30% 24 7 12 18 2 121
25-29% 48 34 33 79 14 237
20-24% 139 94 96 288 78 764
10-19% 261 286 512 892 685 2,846
<10% 58 50 80 274 1,799 2,823
Total 577 484 747 1,570 2,589 7766

Source: College Scorecard college-level data, accessed November 2020. The table displays institutional counts based on the
fraction of repayment cohort who are not in default with loan balances that have declined five years since entering repayment
and institutional cohort default rates. The repayment cohort was calculated on a two-year pooled cohort of undergraduates who
started repayment on federal loans in FY2009 and FY2010. Cohort default rates were calculated for the 2012 cohort of under-
graduate and graduate students, who were measured in 2014. Totals include colleges that did not report data.
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Policymakers should consider pairing repayment rates with earnings net of debt payments (plus,
existing CDRs) to provide colleges an alternative path to avoiding sanctions when they do not
pass the earnings-based metric. As stated in the thresholds discussion, this could help mitigate
concerns among colleges whose students have lower earnings for reasons that do not reflect on
institutional performance.

The 50 percent threshold for repayment rate may pair well with a lower threshold for earnings
net of debt payments, such as the 150 percent of the Federal Poverty Line or typical earnings

of high school graduates. Among colleges with repayment rates over 50 percent, 2,038 in 2,407
(84.7%) had average earnings, among federally aided students ten years after starting college, of
at least $35,000—an earnings benchmark cited by experts as a marker of good jobs—suggesting
a 50 percent repayment rate is an affirmative indicator of borrower financial health. Conversely,
only 50 (2.1%) colleges with rates over 50 percent had students who typically earned less than
$24,120 (see table 33).° Colleges like these, that have relatively strong repayment outcomes,
could benefit from having a repayment rate standard as an alternative way to avoid sanctions (or
“appeal” other metrics), under an accountability regime that focuses on earnings-based met-
rics.

Policymakers could also consider pairing a 50 percent threshold on repayment rate with an
earnings net of debt payments threshold based on high school graduate earnings within the
same state, since geographic variation in earnings greatly reduces failure rates in higher poverty
states, and may set a reasonable minimum bar."" If a college were to fail both of these tests, it
would indicate that their borrowers likely make less than they would without a college degree
and that the majority of them are unable to reduce their loan balance over time. A 35 percent
threshold could also pair well with a higher threshold on earnings net of debt payments, such
as the typical earnings of high school graduates nationally.

As a second-best option, college-level debt-to-discretionary earnings ratios are worth consid-
eration as a way to strengthen CDRs, signaling when credentials offer little payoff to graduates
who have relatively high debt burdens, but who may not immediately default, as they experi-
ence struggles keeping up with payments. However, as discussed in criterion 3, one of the main
shortcomings of debt-to-discretionary earnings is that it does not include non-completers and
may not protect against bad outcomes when borrowing amounts are relatively low.

Policymakers looking to use debt-to-discretionary earnings should consider ways to address this
concern, such as pairing debt-to-discretionary earnings with additional metrics that help guard
against harm at colleges (or programs), with many students who leave with small debt amounts
but no degree. The existing CDR by itself may sufficiently hold colleges to account for bad loan
outcomes among dropouts, since short-term default rates remain high among this group.*? For
program-level accountability, policymakers could also consider supplementing the metric (and
the existing CDR) with a program-level CDR metric, with analogous methodology and thresh-
olds as the institutional CDR.
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TABLE 33

NUMBER OF INSTITUTIONS BY AVERAGE EARNINGS TEN YEARS AFTER

ENTRY INTO COLLEGE AND FIVE-YEAR REPAYMENT RATE FOR 2014-15

Average earnings of students who attended institution

rorament | gmopor | spone | saamo [ s2000- [ san00 |
< 25% 19 152 231 18 20 577
25-29% 5 n9 108 154 58 484
30-34% 3 89 64 154 392 747
35-49% 14 188 214 455 559 1,570
> 50% 9 41 77 242 2,038 2,589
Total 88 746 792 1,290 3,159 7,766

Source: College Scorecard college-level data, accessed November 2020. The table displays institutional counts based on mean
earnings for federally aided undergraduates and the fraction of repayment cohort who are not in default with loan balances
that have declined five years since entering repayment. Mean earnings were calculated on a two-year pooled cohort of under-
graduates who received federal student aid and separated from college during award years 2003-04 and 2004-05. Dollars are
inflation-adjusted to 2017. The repayment cohort was calculated on a two-year pooled cohort of undergraduates who started
repayment on federal loans in FY2009 and FY2010. Totals include colleges that did not report data.

* The thresholds for earnings are based on the 2017 Federal Poverty Line for a single adult and typical earnings of a high school
graduate: $18,090 = 150% of the Federal Poverty Line in 2017; $24,120 = 200% of the Federal Poverty Line in 2017; and
$28,000 = income of average high school graduate.

While this paper has argued that repayment rates likely do not lend themselves to setting a fair
minimum standard for student loan outcomes, policymakers could also consider using repay-
ment rates as an alternative path to avoiding sanctions, particularly when there are concerns
about the validity of federal earnings data. Since our recommended threshold for debt-to-dis-
cretionary earnings (20%) sets a fairly high bar, this metric may pair well with a lower threshold
using repayment rate, such as 35 percent. Colleges or programs would face sanctions if they
fail both the debt-to-discretionary earnings test and repayment rate—on top of sections trig-
gered by CDR.
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While college remains an essential path to economic security and a better life, it should not
come with as much economic risk as it currently does. Too often, students taking out student
loans are left worse off than if they had never gone to college at all. Debt burdens and adverse
outcomes fall most heavily on low-income students and students of color, reinforcing inequities.

Accountability rules like Cohort Default Rates (CDR) and the recently repealed Gainful Employ-
ment (GE) rule define minimum standards to identify those colleges or programs that routinely
leave students worse off. Not only do these rules protect students from the worst-performing
colleges, but evidence suggests both, that colleges improve the value they offer students in re-
sponse to these standards and that, among colleges that do not improve, students have access
to better options at alternate programs and colleges. Now however, policymakers need new
ways to hold colleges accountable to complement CDR.

This paper explores three debt metrics that could strengthen the existing accountability system:
debt to discretionary earnings ratios, earnings net of debt payments thresholds, and repayment
rates. Each should be considered for use alongside the existing CDR. These metrics seek to set
a minimum standard where of students are left better off after borrowing to attend college, are

supported by a range of experts in the field, and are operationally viable. However, each has its

own strengths and weaknesses discussed in this report.

We recommend that policymakers:

¢ Hold colleges accountable for borrowers’ earnings after expected debt payments.
Students enroll in college for many reasons, and not all programs are intended to confer
economic returns. However, if a program is financed with student loans, it should at
least leave most borrowers with a minimum level of economic security.

e Set an earnings threshold that measures a minimum level of economic success. The
threshold on earnings net of debt payments could be set at 150 percent of the Federal
Poverty Line ($19,140 for a single individual in 2020) or the typical earnings of a young
worker with a high school diploma. Thresholds could be set on a national average of
high school earnings ($28,000) or in the college’s state averages. A multiple of the
Federal Poverty Line would test whether a borrower makes enough after college to make
expected debt student debt payments, without eating into personal living necessities.
Alternatively, borrowers making less than a typical high school graduate (with no college
degree or certificate) would be likely worse off than if they had not attended college.

e Consider establishing an alternative eligibility measure for federal student aid, such
as repayment rate. Earnings net of debt payments pairs well with repayment rate. The
repayment rate would provide an initial filter that would allow institutions, that have
strong loan payment outcomes, to pass the accountability standard, without any adverse
sanctions. Earnings net of debt payments would set a minimum standard for colleges
that do not pass the repayment rate threshold. These metrics work well together since
they both can evaluate the same set of borrowers, respectively, including both com-
pleters and non-completers. Fifty percent or 35 percent may be good thresholds for a
borrower-based repayment rate to identify colleges with adequate outcomes, that they
do not need an assessment on earnings net of debt payments.® Colleges would need to
pass CDR and existing eligibility standards as well.
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Ensure earnings data are verified. Colleges have an opportunity to verify the calcula-
tions of CDR, but privacy laws forbid the same process from being used to verify earn-
ings. One federal court has ruled that using tax data to measure earnings did not con-
sider the fact that some colleges produce graduates who are disproportionately likely to
understate their income on their tax returns. Policymakers need to use the most accu-
rate and comprehensive earnings data possible, and develop an earnings appeals pro-
cess that allows for reasonable due process, but also ensures institutions cannot game
earnings measures by submitting inflated and inaccurate income data for their students,
particularly if the accountability framework does not include an alternative mechanism
like a repayment rate.

Consider using both institution-level and program-level metrics. Program-level met-
rics may help differentiate outcomes within colleges and avoid all or nothing account-
ability. However, they may raise n-size concerns. Policymakers should consider grouping
similar programs, or calculating metrics that combine programs in the same credential
level. COVID-19 has also led to a surge in online course-taking, and policymakers should
consider ways to separate exclusively online and hybrid programs from other programs
in the same college.

Take changes in economic conditions into account. Debt metrics should fairly as-
sess college performance during both good and bad economic times. Economic con-
ditions can influence all three debt metrics, and they are particularly important for
debt-to-discretionary earnings and repayment rate because of sensitivity to changes in
debt amounts and interest rates on top of changes in post-enrollment earnings. Rolling
averages can help and their use is well-established from GE rulemaking. Adjustments to
metric rates, or thresholds, based on changing macroeconomic conditions and interest
rates are another option. For instance, earnings net of debt payments thresholds could
be adjusted based on typical earnings in states or regions that colleges serve.

Assess metrics over the shortest time period possible to allow for valid measure-
ment of performance. Policymakers need to ensure that measurement occurs far
enough into repayment that results are stable and reflect current and likely longer-term
risk, but also soon enough that performance is reasonably attributed to the actions of
colleges or programs. This is especially difficult to achieve for repayment rate because
it, on average, increases steadily over time, and short-term rates may be less reliable for
borrowers enrolled in IDR. All debt metrics should be calculated on exit cohorts, not ini-
tial enrollment. The universe of institutions can change too quickly over time for metrics
based on initial enrollment to effectively guard against poor outcomes at newly formed
or reorganized colleges (or programs). Policymakers should also consider measuring
earnings net of debt payments and repayment rate about five years after leaving college.
In contrast, a shorter measurement window may be sufficient for a debt-to-discretionary
earnings metric.

Improve access to aggregate and student-level data. Resolve issues with sharing data
across government agencies, to more effectively develop and implement metrics and
thresholds. Better data can help to highlight the benefits and harm reduction associat-
ed with debt metrics and mitigate unintended consequences. The U.S. Department of
Education should collect necessary data, calculate metrics, and analyze their effects,
before tying them to consequences. Data should allow for the disaggregation of debt
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metric outcomes by program, including ways to separate exclusively online and hybrid
programs. Congress should require the federal government to collect private student
loan data directly from lenders to ensure a complete record of student debt. Congress
should also clarify that federal agencies with earnings data have the authority to share
those data and that evaluation of colleges and programs is a legitimate use of those data.
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APPENDIX I: METRICS NOT FEATURED IN THIS REPORT

We considered, and decided not to include several metrics. Among these are variations of our
proposed metrics, including annual debt-to-earnings, earnings net of college costs (or tuition),
and dollar- and volume-based repayment rates (discussed in main paper). These alternatives are
worth consideration, particularly as data availability improves. We also ruled out estimating a re-
turn-on-investment of attending college that compares post-enrollment earnings to pre-enroll-
ment earnings or some other counterfactual.** This has conceptual appeal for testing whether
students are “worse off” after attending college. However, there are practical reasons this is

not viable for accountability. Many students attend college before they are old enough to work
full-time so that it is hard to reliably compare pre- and post-college earnings across all colleges.
Moreover, such an approach is not operationally feasible if the U.S. Department of Education
does not have access to individual-level data on students’ pre- and post-college earnings. Simi-
larly, we rule out value-added models that compare the earnings of students with similar pre-en-
rollment backgrounds and demographics (see page 56).

Loan delinquency is not featured in this report, primarily because it is a close offshoot of
default rates, and the goal of this paper is to identify additional metrics that can complement
CDR. Using delinquency as a measure also has similar limitations as CDR, especially for stu-
dents in forbearance or who choose an IDR plan—which helps avoid both default and delin-
qguency. Existing research and data on college- or program-level delinquency rates are also
limited. However, it is important to note that short-term delinquency rates may be worth con-
sidering as a temporary backstop as default rates remain low, in the immediate years following
COQOVID-19, due to the emergency pause on student debt payments.

Repayment rates could also measure colleges against a more ambitious bar for what it means to
achieve repayment success, than reducing loan balances by at least $1.%° Developing a metric
that applies a tougher standard than negative amortization may have merit, but such a metric
would likely hold colleges to a bar that goes well beyond a minimum standard for triggering
serious consequences, such as loss of Title IV eligibility. About half of undergraduate borrowers
do not even pay $1 off their loan principle, five years after college, based on TICAS calculations
using College Scorecard data.

This report also does not feature loan outcome measures that are based on loan indicators
other than default or changes in loan balances. Some researchers have developed measures of
borrower difficulty based on whether students make a certain number of required debt pay-
ments (“on-time payments”), or miss loan student payments, or secure temporary loan relief
through deferments or forbearances.'*¢ Although this approach has value in better understand-
ing broad trends, it has several serious drawbacks. First, it lacks conceptual clarity, in that it

is based on many value judgments about what kinds of temporary loan relief should count as
adverse outcomes for students. Defining outcomes that are good, bad, or neither is made even
more difficult by changes in policies and regulations that impact loan statuses. Second, setting
a defensible threshold would be challenging, given the complexity of the methodology and lack
of a readily apparent standard based on research or expertise. Third, a metric focused on on-
time payments may not work for colleges (or programs) where students use IDR as a safety net.
Borrowers with extremely low-incomes qualify for zero-dollar payments in IDR and could count
as making “on-time” payments without making any payments at all. Policymakers would have to
decide how to treat such outcomes. Finally, such a metric would likely not lend itself to includ-
ing private, non-federal loans, since that would introduce still more possible loan statuses and
payment options that policymakers would need to categorize as good or bad.
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APPENDIX 1I: ANALYSIS OF SEVEN EXAMPLE BORROWERS
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To understand better each metric’s validity as a measure of student debt outcomes, as well as
potential unintended consequences for key student populations, we model our metrics against
seven example student-borrowers who represent a range of experiences. While these examples
do not comprehensively cover all possible outcomes or populations of borrowers, they provide
some key insights into how each metric works. These examples shed light on the factors that
influence each metric and to what extent each metric points to different borrower scenarios as
good or bad outcomes.

1) Bachelor’s degree graduate: Bachelor's degree graduates are typically better positioned
than others to repay their debt, as the credential generally holds labor market value that
facilitates student loan repayment.”” We would expect a valid debt metric to count a
bachelor’s degree graduate with a typical amount of debt and post-college earnings as
having a successful outcome.

o Amount of debt: $29,000
o Year 1income: $37000
o No children

2) Teacher (bachelor’s degree graduate): Teaching is one of the most common occupa-
tions for bachelor’s degree graduates, with over four million people teaching national-
ly.¥¢ Although teaching is a socially valuable occupation and typically requires at least a
bachelor’s degree, teachers who are just a few years out from school make less than sim-
ilarly educated peers. This example tests how each debt metric treats a borrower who
successfully graduates, but pursues a career with modest economic benefits.

o Amount of debt: $28,000
o Year 1income: $31,000
o No children

3) Black bachelor’s degree graduate: Although borrowers who graduated from college are
better positioned to pay their loans, research shows some graduates struggle with pay-
ments for reasons that may not be within the control of institutions that served them.
Black graduates at four-year colleges are a key example because disparities, throughout
the education pipeline and broader society, contribute to Black borrowers leaving col-
lege with more student debt and experiencing greater challenges in making payments.™’
This example helps gauge to what extent a college could meet a minimum standard on
each metric if it supports a Black student through to graduation and provides a quality
credential—or to what extent will racial disparities overly influence the metric.

o Amount of debt: $36,000
o Year 1income: $36,000
o No children

4) Black non-completer (attended four-year college):"™° Conversely, this example focuses
on a Black student who attended college and left without completing a bachelor’s de-
gree. Black students who leave college without a degree experience extremely high rates
of long-term default™ and represent about 3 in 5 Black students who seek a bachelor’s
degree.® This case tests to what extent each metric could work effectively to push col-
leges to better support Black borrowers through to graduation.

o Amount of debt: $16,000
o Year 1income: $26,000
o No children
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5) Parent with two children (bachelor’s degree graduate): Parents represent about
one-quarter of all undergraduates and as independent students, parents who graduate
with debt are likely to have more of it to pay back.™ Yet, a quality college credential
can serve as a springboard to improved economic opportunities for student-parents
and their children, without leading to bad student loan outcomes. This example shows
to what extent each metric may count an older, independent student, who successfully
completes a college degree, as a positive outcome.

o Amount of debt: $37000
o Year 1income: $45,000
o Children: A twelve-year-old and an eight-year-old at time of graduation

6) Parent with one child (associate’s degree graduate at for-profit): Conversely, this ex-
ample gauges to what extent each metric counts a parent who graduates with less debt
than a typical bachelor’s degree graduate, but also with a credential that has limited
value, as an adverse outcome.

o Amount of debt: $24,000
o Year 1income: $31,000
o Children: A one-year-old at time of graduation

7) Certificate completer: The last example accounts for the concentration of delinquency

and default among borrowers who leave college with a lower quality credential, such as
a certificate. Although certificate completers typically leave schools with small amounts
of debt, they are about as likely as non-completers to experience delinquency and
default.™ This example helps examine how each metric treats cases in which borrowers
have relatively little debt and yet still experience bad outcomes due to a lower quality
credential.

o Amount of debt: $11,000

o Year 1income: $28,000

o No children

METHODOLOGY

For each example borrower, we model their debt-to-discretionary earnings and earnings net of
debt payments three years after entering repayment. We also model negative amortization for
these example borrowers, and examine whether payments made in IDR would likely be large
enough to reduce each borrower’s outstanding loan balance five years into repayment and
count positively towards a repayment rate that is based on negative amortization. Although we
focus on negative amortization five years into repayment, we note when evaluating a longer win-
dow of measurement changes the directionality of the borrower’s loan balance due to changes
in earnings or family size.

We make educated assumptions about how much federal student debt each example student
borrows for their undergraduate studies, how much annualized income they earn after college,
and the interest rate on their loans.™ The amount of debt and earnings after college is based
on nationally representative survey data from the U.S. Department of Education.™ We model
expected debt payments using a low-interest scenario of 2.75 percent (undergraduate federal
Stafford loans disbursed during the 2020-21 award year) and a high-interest scenario of 6.8 per-
cent (2012-13 award year), based on the range of recent interest rates for undergraduate federal
student loans.
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Debt-to-discretionary earnings and earnings net of debt payments are modeled based on debt
and post-college income data for all federal borrowers, with loan payments calculated based
on amortization specified in the 2014 Gainful Employment (GE) rule.™ In contrast, we exam-
ine negative amortization for example borrowers based on the debt levels and earnings of IDR
borrowers only, since this is the only group of borrowers who can successfully make all required
loan payments, and still experience negative amortization when IDR caps required payments
below accruing interest.®® Although borrowers’ earnings and debt amounts can influence actual
payment trajectories of non-IDR borrowers, as well as repayment rates at institutions attended
by these borrowers, these impacts only indirectly change loan balances as a result of borrower
behavior that cannot be modeled through borrower examples. To gain a complete picture of
what influences repayment rate for all borrowers, we also examine actual repayment rate data
from College Scorecard that include both IDR and non-IDR borrowers.

The seven borrower examples show how the amount of debt borrowed, annual income, and in-
terest rate all substantially affect debt-to-discretionary earnings. Borrowers with higher incomes
have lower debt-to-discretionary earnings ratios in these examples. The typical bachelor’s
degree graduate and the parent bachelor’s degree graduate both have the two highest incomes
and the two lowest debt-to-discretionary earnings ratios at 11.5 and 10.3 at the lower interest
rate of 2.75 percent, respectively.

Borrower debt also drives this metric, with lower levels of debt leading to lower debt-to-discre-
tionary earnings ratios, even when borrowers’ incomes are relatively low. Despite having a lower
income than the bachelor’s degree graduates, the certificate completer has one of the lower
(better) debt-to-discretionary earnings ratios of 11.8 at the lower interest rate. Conversely, the
parent who graduated with an associate’s degree at a for-profit college has higher earnings than
the certificate completer but much higher debt and debt-to-discretionary earnings ratio (19.7).

The teacher, Black bachelor’s degree graduate, and Black non-completers have worse ratios

as well (16.3, 15.1, and 21.5, respectively). The teacher has a higher ratio resulting from more
modest earnings than the typical bachelor’s degree graduate ($33,550 vs. $40,000). The Black
bachelor graduate has the second-highest income among the group, but has a ratio that falls

in the middle of the pack, as the result of graduating with $7,000 more debt than the typical
bachelor’s degree graduate. The Black non-completer had the highest ratio since earned in-

come was lowest among the examples ($28,100), and debt was still high enough to drive up the
ratio ($16,000).

Interest rates additionally influence debt-to-discretionary earnings because higher rates result

in higher monthly debt payments for borrowers. Ratios increase by over four percentage points
for the Black student-borrowers and the teacher, each under the higher interest rate of 6.8 per-
cent, compared to the lower interest rate of 2.75 percent. The ratios for these three examples
are close to, or above 20 percent—the threshold used to determine whether a program was
passing under GE.
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FIGURE A1

DEBT-TO-DISCRETIONARY EARNINGS THREE YEARS INTO REPAYMENT:
EXAMPLE BORROWERS BY INTEREST RATE
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Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B)
Longitudinal Study 2016/2017 and Beginning Postsecondary Students (BPS) 2012/17. Debt-to-discretionary earnings is the ratio of
the annual loan payments, compared to those same former students’ average discretionary annual income. Discretionary earnings
subtract 150% of the Federal Poverty Line from the average student salary, based on the 2017 Federal Poverty Line.

TABLE A1

NUMBER OF INSTITUTIONS BY AVERAGE EARNINGS TEN YEARS AFTER EN-

TRY INTO COLLEGE AND FIVE-YEAR REPAYMENT RATE FOR 2014-15

Annual Annual . .
Annual Discretionary
Example Student loan pay- loan pay- earnings earnings
borrower: debt ment (2.75% | ment (6.8% ( ea:' g) ( ea:' g)
interest) interest) Y Y
Bachelor’s degree $29,000 $2,350 $3,050 $40,000 $20,400
graduate
Teacher $28,000 $2,250 $2,950 $33,550 $13,950
(BA graduate)
Black bachelor degree | ¢4/ g $2,900 $3,800 $38,950 $19,350
graduate
Black non-completer
(attended four-year $16,000 $1,850 $2,200 $28,100 $8,500
college)
Parent with two
children (BA graduate) $37000 $3,000 $3,900 $48,650 $29,050
Parent with one child
(AA at for-profit) $24,000 $2,750 $2,200 $33,550 $13,950
Certificate completer $11,000 $1,250 $1,500 $30,300 $10,700

Borrower examples based on TICAS calculations using the U.S. Dapartment of Education’s, Baccalaureate and Beyond (B&B) Lon-
gitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. This table displays the
average annual salary and average cumulative debt for undergraduates who received federal student loans. Discretionary earnings
subtract 150% of the Federal Poverty Line from the average student salary. Per GE rule, loan payments calculated based on
10-year fixed payment plan for non-completers, certificate completers, and associate degree graduates, while loan payments are
calculated based on 15-year fixed payment plan for bachelor’s degree graduates. Earnings and debt are adjusted to 2017 dollars
and figures are rounded to the nearest $50.
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The annual earnings of borrowers matters much more than the debt amount or interest rate

in determining earnings net of debt payments, using the exact same examples and inputs as
above. The average bachelor’s degree graduate and the example parent with two children have
the highest earnings net of debt payments at $37,650 and $45,650, respectively, under the
lower interest rate. They both have the highest earnings, before subtracting debt payments, and
their debt payments are relatively small in comparison.

The contrast in the two Black borrower examples shows a great deal of influence that labor
market outcomes have on earnings net of debt payments. Despite having a heavier debt bur-
den, the Black bachelor’s degree graduate has an earnings net of debt payments only slightly
lower than the typical bachelor’s degree graduate ($37,650 vs. $36,600 at the lower interest
rate). The Black non-completer has much lower earnings net of debt payments ($26,300) than
their Black counterpart who graduated and experienced a bump in earnings.

The teacher falls roughly in the middle of the examples and makes a relatively modest income,
but still makes substantially more than what is typical for a high school graduate or certificate
completer. The teacher’s debt subtracts less than $3,000 off earnings in both interest rate
scenarios, leaving this borrower with more disposable income than what a high school graduate
typically makes. The parent who graduated with an associate’s degree also places near the mid-
dle, with the same income as the teacher and slightly higher debt payments.

In contrast, debt amounts matter a lot less, as shown by the certificate completer. This example
has the second lowest earnings net of debt payments measure of the group, even though this
borrower graduated with much less debt. This result is driven by the fact the certificate com-
pleter has the second lowest income at $30,300, before subtracting out debt payment. Dispos-
able income for a certificate completer, after taking out debt payments, is potentially less than
the typical high school graduate with no college experience at all.

Finally, interest rates have little influence on this measure. For all seven examples, raising the
interest rate from 2.75 percent to 6.8 percent decreases earnings net of debt payments by less
than $1,000. In the two examples with the least debt, this change was even lower, at less than

$600.
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FIGURE A2

ANNUAL EARNINGS NET OF DEBT PAYMENTS THREE YEARS INTO REPAYMENT:
EXAMPLE BORROWERS BY INTEREST RATE
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Borrower examples based on TICAS calculations using the U.S. Department of Education’s, Baccalaureate and Beyond (B&B)
Longitudinal Study 2015/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. Earnings and debt are
adjusted to 2017 dollars and figures are rounded to the nearest $50.

TABLE A2

COMPONENTS OF EARNINGS NET OF DEBT PAYMENTS,

BY EXAMPLE BORROWER

Annual Annual
Example Student debt loan payment | loan payment e?\::; als
borrower: (2.75% (6.8% (year g)
interest) interest) Yy
Bachelor’s degree graduate $29,000 $2,350 $3,050 $40,000
Teacher (BA graduate) $28,000 $2,250 $2,950 $33,550
Black bachelor degree $36,000 $2,900 $3,800 $38,950
graduate
Black non-completer $16,000 $1,850 $2,200 $28,100
(attended four-year college)
Parent with two
children (BA graduate) $37000 $3,000 $3,900 $48,650
Parent with one child
(AA at for-profit) $24,000 $2,750 $3,300 $33,550
Certificate completer $11,000 $1,250 $1,500 $30,300

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B) Lon-
gitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17, accessed November 2020. This table displays the
average annual salary and average cumulative debt for undergraduates who received federal student loans. Per GE rule, loan pay-
ments calculated based on 10-year fixed-interest payment plan for non-completers, certificate completers, and associate degree
graduates, while loan payments are calculated based on 15-year fixed payment plan for bachelor’s degree graduates. Earnings and
debt are adjusted to 2017 dollars, and figures were rounded to the nearest $50.
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Negative amortization and repayment rates are ultimately driven by whether IDR- and
non-IDR-borrowers alike make payments, when they pay, and how much they pay relative to
accruing interest. In contrast with two earnings-based metrics, college-level rates from College
Scorecard are available for analysis. The table below shows typical repayment rates among de-
pendent students, independent students, completers, and non-completers.

Completion has substantial influence over repayment rate, and borrowers who leave college
with a credential are much more likely to make headway on their loans than non-completers,
regardless of the type of institution they attended. For instance, over two-thirds of completers
who attended community college have reduced their loan balance after five years in repayment,
compared to 2 in 5 borrowers who attended community college and did not graduate. Stated
another way, students who graduate are much less likely to fall behind on their loans than stu-
dents who dropout with no degree.

Level of debt may also influence repayment rate and negative amortization. Independent stu-
dents, who are more likely to have their own families to support, and typically have higher levels
of debt than dependents, are less likely to reduce their loan balances over five years. The aver-
age repayment is 70.4 percent among borrowers who attended a public four-year college and
were claimed as dependents, while the repayment rate is only 54.0 percent for borrowers who
filed as independent students.

TABLE A3

AVERAGE FIVE-YEAR REPAYMENT RATE, MEASURED IN 2014-15,

BY COMPLETION STATUS, DEPENDENCY STATUS, AND INSTITUTION TYPE

Institution type All borrowers Dependents Independents Completers Non-completers
Public four-year 65.9% 70.4% 54.0% 79.6% 54.8%
Nonprofit four-year 66.6% 66.2% 495% 78.3% 52.6%
Egﬁ’g;ewmm“”ity 481% 55.9% 40.0% 68.6% 40.7%
For-profit 329% 40.8% 29.3% 41.3% 25.9%
Total 53.0% 62.5% 39.0% 66.4% 42.7%
MSI type

Public HBCU 34.5% 33.6% 37.3% 49.5% 279%
Nonprofit HBCU 31.2% 31.0% 29.7% 46.3% 25.4%
Public PBI 37.4% 40.7% 34.5% 56.5% 32.4%
Nonprofit PBI 459% 54.7% 36.2% 58.2% 36.2%
Tribal college 41.2% 49.0% 37.3% 58.9% 34.8%
Special focus

Religious affiliation 68.7% 66.5% 53.9% 80.0% 54.9%

Source: College Scorecard college-level data, accessed in November 2020. The table displays the fraction of repayment cohort who are not in
default with loan balances that have declined five years since entering repayment and college completion rates for these repayment cohorts. Institu-
tions are disaggregated by categories of institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). Repayment
rates were calculated on a two-year pooled cohort of undergraduates who started repayment on federal loans in FY2009 and FY2010.
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While negative amortization likely occurs when borrowers either miss loan payments or re-
ceive temporary relief such as deferments or forbearances, borrowers can additionally have
negatively amortizing loans if they are enrolled in IDR and make so little income that required
payments do not keep up with accruing interest, even if borrower make all required payments.
Yet, negative amortization is not the worst outcome for borrowers enrolled in an IDR plan, and
sometimes IDR borrowers in negative amortization will start paying down their loan balance, as
their earnings grow over time.

To model the interaction of IDR and negative amortization, the same example borrowers pre-
sented for debt-to-discretionary earnings and earnings net of debt were updated to reflect
typical debt and earnings amounts for equivalent borrowers with IDR loans. These examples
indeed show that negative amortization can occur from IDR borrowers who successfully gradu-
ate, attain employment, and make all required payments.

The examples also show negative amortization—and by extension repayment rates—are highly
sensitive to debt amounts and interest rates, and less influenced by borrowers’ earnings when
borrowers are enrolled in IDR. Five in seven of the example borrowers would successfully
reduce the loan balances and avoid negative amortization after five years in repayment, under
the lower interest rate assumption (2.75%), while all seven of the same borrowers would have
increasing loan balances and negatively amortizing loans under the higher interest rate (6.8%).

Debt amounts matter a lot since lower debt payments more than make up for borrowers having
more modest incomes. For a certificate completer, with $14,000 of debt and annual earnings
of $25,000, loan balances after five years decrease (-13.4%), under the lower interest rate,

and loans amortize less quickly for such a borrower than the other example borrowers, under
the higher interest rate (3.8%). The Black non-completer would also avoid an increasing loan
balance under the lower interest rate, even though this borrower makes less ($25,000) than
the typical high school graduate. This student borrowed $22,000 and only needs to pay about
$600 per year to avoid negative amortization, an amount that is covered by the IDR payment.
(The higher interest rate, however, increases interest amounts well above projected IDR pay-
ments.)

Another unique feature of negative amortization for IDR borrowers is that those with a larger
family size are much more likely to fall behind on interest payments because students with larg-
er families can subtract more of their earnings from the IDR payment calculation, and, in turn,
pay less on loans than they would with fewer family members. Moreover, students with depen-
dents have higher borrowing limits and typically borrow more for college. The parent with two
children earned the most income among the example borrowers ($39,000), but also borrowed
the most ($47,000), and has negatively amortizing loans, even under the lower interest rate.
The parent who graduated with an associate’s degree shows a similar pattern of negative amorti-
zation, although this example had lower earnings that were offset by somewhat less debt com-
pared to the other parent.

Still, negative amortization is less likely for borrowers who earn more after college, when con-
sidering example borrowers with similar loan amounts. Under the lower interest rate scenario,
for instance, the typical bachelor’s degree graduate pays down loan balances faster than the
teacher counterpart (-8.7% vs. -6.3%) as result of differences in earnings. Additionally, the
Black college graduate pays loans down faster than the Black college student non-completer,
even though the Black graduate accumulated much higher loan amounts.

Page 73



FIGURE A3

NEGATIVE AMORTIZATION FIVE YEARS INTO REPAYMENT:
EXAMPLE BORROWERS IN IDR BY INTEREST RATE

15% 12.4%

10% 8.6%

5% 3.8%
. 2.3%

» - B O B

5% I I l -3.2%

Percent increase in outstanding loan balance

6.3% 5.7%
-10% 8.7%
-15% -13.4%
Bachelor's degree Teacher (BA Black bachelor Black non- Parent w/ two Parent w/ one Certificate
graduate graduate) degree graduate completer children (BA  child (AA graduate completer
(attended 4-yr graduate) at for-profit)
college)

M 2.75% interest rate (2019-20) W 6.8% interest rate (2012-13)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B) Longi-
tudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17.

TABLE A4

EARNING, DEBT, AND OUTSTANDING LOAN BALANCE,

BY EXAMPLE IDR BORROWER

Example IDR Ann.u a Federal student IO utsta|I1d|ng IO utstall1d|ng
borrower: earnings debt borrowed oan balance oan balance
(year 1) (2.75% interest) | (6.8% interest)
Bachelor’s degree graduate $34,000 $39,000 $35,600 $41,350
(neg am)
Teacher (BA graduate) $32,000 $38,000 $35,600 $40,700
(neg am)
Black bachelor degree $33,000 $42,000 $39,600 $45,150
graduate (neg am)
Black non-completer $23,900
(attended four-year college) $25,000 $22,000 $21,300 (neg am)
Parent with two $48,000 $52,800
children (BA graduate) $39,000 $47,000 (neg am) (neg am)
Parent with one child $26,600 $29,200
(AA at for-profit) $29,000 $26,000 (neg am) (neg am)
Certificate completer $25,000 $14,000 $12150 $14,550
(neg am)

Borrower examples based on TICAS calculations using the U.S. Department of Education’s Baccalaureate and Beyond (B&B)
Longitudinal Study 2016/17 and Beginning Postsecondary Students (BPS) 2012/17. Family size of all examples is one, except for the
parent examples. Earnings and debt are adjusted to 2017 dollars and figures are rounded to the nearest $50.
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The borrower examples show that each metric responds differently to various factors.
Debt-to-discretionary earnings is influenced by the amount of debt borrowed, the annual in-
come of the borrower, and the interest rate used for the calculation, while earnings net of debt
payments is mostly driven by how much borrowers earn and less impacted by the debt amount
and interest rate.

Repayment rates behave differently, depending on whether the borrower is in IDR or not. For
non-IDR borrowers, repayment rate and negative amortization reflect to what extent borrowers
are struggling to consistently make loan payments. When borrowers make enough payments,
payments exceed the accruing interest, and loans do not negatively amortize, these borrowers
are considered successful outcomes on repayment rate. For IDR borrowers, negative amortiza-
tion can happen even when borrowers make all required payments. Borrower income must be
high enough so that IDR payments exceed the interest on the loan. This makes the metric high-
ly sensitive to the interest rate and, to a somewhat lesser extent, sensitive to the loan amount
and annual income of the borrower.

Moreover, the example borrowers suggest these debt metrics are influenced by factors with-
in the control of colleges, including completion, credential quality, pricing, and affordability.
The extent to which metrics are influenced by debt and earnings of borrowers, respectively,
provides some indication of what strategies colleges may employ to meet minimum standards.
Metrics driven by borrower earnings may respond more to completion and improvements in
credential quality, while metrics that weigh the amount of debt payments more heavily may
respond more to decreases in costs and improved financial aid practices.
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TABLE A5

EXPECTED IMPACT OF KEY FACTORS ON DEBT METRICS

Debt-to-
discretionary
earnings

Earnings net of
debt payments

Repayment
rate / negative
amortization
(not in IDR)

Repayment
rate / negative
amortization
(in IDR)

Amount of debt
borrowed during
college

Medium impact;
more debt
increases
numerators of
metric (annual loan
payment)

Low impact; more
debt gradually
increases annual
loan payment and
decreases earnings

after debt

Indirect impact;
more debt in-
creases scheduled
payments and
may increase the
likelihood borrow-
ers fall behind on
payments

Medium impact;
more debt increas-
es interest pay-
ments and increas-
es the amount

of income IDR
borrower needs to
earn to avoid nega-
tive amortization

Annual income
earned

Medium impact;
more income
earned increases
denominator of
metric (discretion-
ary income)

High impact; an
additional $1 of
earnings increases
earnings after debt
by $1

Indirect impact;
more income
earned makes stu-
dent debt payment
more manageable

Medium impact;
more income in-
creases likelihood
IDR payment will
exceed accruing
interest and bor-
rower avoids nega-
tive amortization

Interest rate

Medium impact;
higher interest rate
increases
numerator of
metric (annual loan
payment)

Low impact: higher
interest rate
gradually increases
annual loan
payment and
decreases earnings

after debt

Indirect impact;
higher interest rate
increases sched-
uled payments and
may increase the
likelihood borrow-
ers fall behind on
payments

High impact;
higher interest
rate substantially
increases accruing
interest, and the
amount of income
an IDR borrower
needs to earn to
avoid negative
amortization

Family size /
structure

Indirect and am-
biguous impact;

a student with
multiple family
members (e.g.,
children) may
borrow more, but
also typically earns
more income

Indirect and am-
biguous impact;

a student with
multiple family
members (e.g.,
children) may
borrow more, but
also typically earns
more income

Indirect impact;
lower repayment
rates among inde-
pendent students
may suggest older
students, with
multiple family
members are more
likely to experience
negative amortiza-
tion than younger,
dependent stu-
dents

High impact;
higher family sizes
substantially
reduces payments
for an IDR
borrower and
makes negative
amortization more
likely
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APPENDIX 1ll: ADDITIONAL DATA TABLES

TABLE A6

MEDIAN FEDERAL STUDENT DEBT OF GRADUATES IN 2014-15,

BY INSTITUTION TYPE*

o e o .
% of insti- e of.mstl- /° of.m- % of insti-
tutions tutions stitutions tutions w/
Median Lowest Maximum w/ medi- w/ medi- w/ medi- medi-
Institution type debt debt debt an debt an debt
an debt an debt
amount amount amount amount amount amount amount
$10,000- $20,000-
< $10,000 $19,999 $29,999 = $30,000
Public four-year $20,550 $2,100 $39,500 8.7% 35.6% 53.0% 2.6%
Nonprofit four-year $25,150 $2,400 $46,550 3.3% 14.6% 772% 5.0%
Public community | 4990 $2,350 $26,500 63.7% 35.1% 12% 0.0%
college
For-profit $9,850 $1,400 $49,600 53.7% 34.5% 9.4% 2.4%
Total $13,300 $1,400 $49,600 35.4% 30.3% 31.6% 2.6%
MSI type
Public HBCU $27800 $9,000 $39,500 4.7% 9.3% 51.2% 349%
Nonprofit HBCU $31,000 $11,250 $44,000 0.0% 7.0% 32.6% 60.5%
Public PBI $8,000 $4,500 $29,550 71.4% 16.7% 1.9% 0.0%
Nonprofit PBI $27000 $9,500 $43,500 8.0% 16.0% 48.0% 28.0%
Tribal college $11,650 $9,500 $12,000 33.3% 66.7% 0.0% 0.0%
Special focus
Religious affiliation $25,250 $5,400 $44,000 0.8% 1.8% 81.6% 5.8%

Source: College Scorecard college-level data, accessed in November 2020. The table displays the median federal debt of college graduates. Institutions are disaggre-
gated by categories of institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). Median debt was calculated on a two-year
pooled cohort of undergraduate students who received federal student loans and separated from college in FY2014 and FY2015. Figures rounded to nearest $50.
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TABLE A7

PERCENTAGE OF STUDENTS WITH NO EARNINGS TEN YEARS

AFTER ENTRY INTO COLLEGE, MEASURED IN 2014-15,
BY COMPLETION AND INSTITUTION TYPE

Institutions: < 50% of Institutions: = 50% of

wstuton ype | Sterngundergrads | entoriogundertade | nions

certificate within six years | certificate within six years
Public four-year 10.4% 71% 8.5%
Nonprofit four-year 15.1% 8.7% 10.9%
Sgﬁg;e“’mm“”ity 15.6% 13.7% 15.6%
For-profit 18.8% 18.6% 19.3%
Total 15.2% 10.7% 13.9%
MSI type
Public HBCU 10.1% n/a 10.1%
Nonprofit HBCU 9.5% 7.6% 91%
Public PBI 15.4% 10.1% 15.0%
Nonprofit PBI 13.1% 91% 10.7%
Tribal college 26.2% 25.7% 26.2%
Special focus
Religious affiliation 11.0% 7.8% 8.8%

Source: College Scorecard college-level data, accessed in November 2020. This table displays the share of federally aided students not
working and not enrolled six years after starting college. Institutions are disaggregated by categories of institutions based on level, control,
MSI status, religious affiliation (Carnegie Classification), and whether at least half of undergraduates graduated with any degree within ten
years (IPEDS, Outcomes Measure, 2015-16). Earnings were calculated on a two-year pooled cohort of undergraduate students, who received
federal student aid and separated from college during award years 2003-04 and 2004-05, and were measured ten years later. Figures rounded
to nearest $50.
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TABLE A8

PERCENTAGE OF STUDENTS GRADUATING WITHIN SIX YEARS FOR 2014-15,

BY INSTITUTION TYPE

% of insti- | % of insti- | % of insti- | % of insti-
Median Lowest Highest tutions w/ | tutions w/ | tutions w/ | tutions w/
Institution type completion | completion | completion | <25% of | 25-49% of | 50-74% of 2 75% of
rate rate rate students students students students
graduating | graduating | graduating | graduating
Public four-year 49.8% 9.4% 98.1% 6.5% 44.2% 40.2% 9.2%
Nonprofit four-year 571% 0.0% 100.0% 7.4% 291% 45.9% 17.6%
Public community 25.7% 0.0% 93.9% 46.7% 48.2% 41% 1.0%
college
For-profit 51.7% 0.0% 100.0% 8.4% 40.1% 351% 16.5%
Total 46.7% 0.0% 100.0% 16.6% 38.5% 32.4% 12.5%
MSI type
Public HBCU 31.5% 1.2% 499% 22.0% 78.0% 0.0% 0.0%
Nonprofit HBCU 37.5% 6.7% 92.9% 28.3% 54.3% 13.0% 4.3%
Public PBI 26.4% 7.3% 70.7% 44.4% 481% 74% 0.0%
Nonprofit PBI 44.2% 0.0% 78.6% 23.1% 38.5% 35.9% 2.6%
Tribal college 20.0% 0.0% 58.6% 67.6% 26.5% 5.9% 0.0%
Special focus
Religious affiliation 55.1% 0.0% 100.0% 6.7% 32.0% 491% 12.3%

Source: College Scorecard college-level data, accessed in November 2020. The table displays the percentage of undergraduates who completed a credential within six
years of entry. Institutions are disaggregated by categories of institutions based on level, control, MSI status, and religious affiliation (Carnegie Classification). College
completion rates were calculated from the IPEDS Outcomes Measure component, on a cohort of undergraduate students who entered college in the academic year
2007-08. The data excludes non-degree-granting institutions.
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TABLE A9

PERCENTAGE OF GRADUATES MAKING AT LEAST 150 PERCENT

OF THE FEDERAL POVERTY LINE (FPL) THREE YEARS AFTER GRADUATION,
MEASURED IN 2018-19, BY INSTITUTION TYPE

Median Lowest Highest % of institu- % of institu-

B e pe.rcentage pe.rcentage pe.rcentage tions. w/ = 50% tions. w/ =75%

making at least | making at least | making at least | making at least | making at least

150% FPL 150% FPL 150% FPL 150% FPL 150% FPL

Public four-year 88.8% 32.8% 100.0% 99.5% 95.6%
Nonprofit four-year 88.3% 16.7% 120.0% 977% 85.2%
Egﬁ'ei;ewmm“”‘ty 811% 12.5% 100.0% 99.7% 78.2%
For-profit 60.6% 0.0% 101.3% 74.6% 23.8%
Total 81.2% 0.0% 120.0% 90.8% 64.4%
MSI type
Public HBCU 84.9% 51.4% 91.2% 100.0% 92.0%
Nonprofit HBCU 79.6% 33.3% 100.0% 93.6% 68.1%
Public PBI 78.4% 63.2% 911% 100.0% 65.4%
Nonprofit PBI 82.6% 571% 971% 100.0% 70.0%
Tribal college 68.3% 12.5% 100.0% 93.3% 26.7%
Special focus
Religious affiliation 88.5% 6.7% 12.5% 979% 87.4%

Source: College Scorecard college-level data, accessed in November 2020. The table displays the share of federally aided students earning more than 150% of the
Federal Poverty Line three years after completion. Institutions are disaggregated by categories of institutions based on level, control, MSI status, and religious
affiliation (Carnegie Classification). Earnings were calculated on a two-year pooled cohort of undergraduates, who received federal student aid and separated from
college during award years 2013-14 and 2014-15, and were measured again in 2017 and 2018. Dollars are inflation-adjusted to 2019. Figures may exceed 100
percent due to privacy protection protocol applied to tax data.
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