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Student Success and Taxpayer Savings Plan

The House passed the Student Success and Taxpayer Savings plan. Below are talking points regarding the
impacts of this proposal.

Low-Income Students and Families will either lose access to critical Pell Grant
funding or experience a decrease in their current Pell Grant awards.

e Students and families from low-income backgrounds have an increased need to utilize student
financial aid to fund their postsecondary education.

e The Pell Grant program is the cornerstone of federal financial aid, and roughly 7 million students
utilize the Pell Grant’

e Enacting the changes proposed in the Student Success and Taxpayer Savings plan would cut off
access to the Pell Grant for over 1.2 million students and over 2.5 million students would receive a
smaller Pell Grant amount due to the proposed changes.?

e These harmful changes would increase the financial burden on low-income families and create
unnecessary roadblocks.

The Student Success and Taxpayer Savings Plan will make college less affordable
for students.

e Over 6.2 million students utilize federal student loans to finance their postsecondary education.?
These loans include federal subsidized and unsubsidized loans along with Grad PLUS and Parent
PLUS loans.

e Currently, over 3.6 million students are using subsidized student loans (allowing for interest to not
accrue while they are enrolled in college); over 5 million students are using unsubsidized loans; and
over 900,000 students are using PLUS loans.*

e Together, federal grants and loans allow for students to obtain the degrees needed that will allow
them to pursue their goals and aspirations.
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Data shows that the higher the degree, the higher the earnings of college graduates over their lifetime?®,
which provides incentives for students to continue their education to pursue graduate and
professional degrees.

The Student Success and Taxpayer Savings Plan makes college less affordable by lowering the overall
amount of federal dollars that students can borrow, impacting undergraduate and graduate students.

The plan also proposes to completely eliminate subsidized student loans (impacting over 3.6 million
undergraduate students) and eliminating Grad PLUS loans (impacting over 390,000 current
graduate/professional student loan borrowers).

In addition, the plan proposes to create two new student loan repayment plans forcing borrowers to
remain in repayment for as long as 30 years and requiring a $10 minimum payment.

Not having access to federal subsidized loans will add roughly $6,000 more to the student loan debt of
low-income undergraduate borrowers®, and both undergraduate and graduate students loan
borrowers will be forced to borrow from the private market with higher interest rates, more stringent
borrowing qualifications, and less forgiving repayment options due to proposed student loan
borrowing limits.

Access to postsecondary education will decrease for students under the Student
Success and Taxpayer Savings Plan.

The Higher Education Act was established to increase access to postsecondary education and major
strides have been undertaken to ensure this reality.

However, the Student Success and Taxpayer Savings Plan establishes harmful accountability metrics
known as “risk sharing” that will lead to decreased access for students, especially low-income
students of color.

Current data shows that students of varying races and genders do not experience the same level of
earnings in the labor market’, and institutions are required to make an annual risk-sharing payment
based on borrower loan outcomes, institutional price, and earnings.

A total of 98% of institutions would be required to make an annual risk-sharing payment and 75% of
institutions would have an overall net loss.®

Because institutions would be negatively penalized based on the total amount of loans borrowed and
the earnings of their students in the labor market, a perverse incentive would be created forcing
institution to become more selective in the students they enroll.

Due to this proposal, students would have less options to choose from and an overall decrease in
access to postsecondary education.
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