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e The COVID-19 pandemic and the financial hardship | Cherrelle Hall *
that it created has impacted the rise in student debt
and the ability of borrowers to pay down their student
loans.

e Debt repayment and financial hardships impacting
one’s ability to take out student loans can have a
lasting impact on college enrollment and the desire for
folks to further their careers with advanced education,
which can in turn have long-term impacts on the
economy.

e The financial impact of the pandemic has been most
pronounced in lower income and minority students
with Black Americans having disproportionately felt
the adverse economic impacts of the pandemic.

e College completion is a key driver in making sure
students are able to begin repaying their educational
debt.
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Introduction

The COVID-19 pandemic and the financial hardship that it created has impacted the rise in
student debt and the ability of borrowers to pay down their student loans. More people
attending colleges and universities could mean more people borrowing to finance their
education, which in turn could lead to higher overall levels of borrowing from the federal
government (The Pew Charitable Trusts, 2021). Additionally, folks experiencing financial
hardship are less likely to be able to meet their repayment obligations for their student loan
debt. As of March 2021, almost one-fifth of all federal borrowers were in default on their
loans, suggesting that repayment challenges are widespread. Changes in reliance on debt to
finance higher education could foreshadow shifts in the extent of future repayment
difficulties in certain situations, such as if borrowing is rising or falling at institutions with a
track record of poor repayment outcomes (The Pew Charitable Trusts, 2021). Although
ballooning student debt was a concern prior to the pandemic, some folks have been left in
an even more precarious financial situation than before. Policymakers in New York State
have an opportunity to alleviate the debt burdens for student borrowers and their families
and positively impact the economy.

Debt repayment and financial hardships impacting one’s ability to take out student
loans can havea lastingimpacton college enrollmentand the desire for folks to further their
careers with advanced education, which can in turn have long-term impacts on the
economy. The Higher Education Services Corporation of New York (HESC) should continue
to provide flexibility in its offered loan forgiveness programs and as well as provide grant
and scholarship aid to ease student debt burdens for state debt beyond June 2023 when
student federal loan payments are scheduled to resume. Providing extended relief until
December 31, 2023, will give students additional time to get acclimated to the changes and
will provide some additional relief as repayment will not resume for state and federal loan
debt in tandem.

Disruption caused by the pandemic has impacted both existing students as well as
graduating high school senior’s ability to receive and manage financial aid and as a result
several states have issued revised guidance regarding scholarship eligibility and
requirements that may need changes due to the pandemic. Additionally, several states have
also taken action to provide additional relief to borrowers who may not be eligible for the
federal relief measures that include the following: Payments are deferred and interest is
waived until Sept. 30, 2021; collection actions and penalties are suspended until Sept. 30,
2021; companies can pay up to $5,250 of employee’s student loan payments on a tax-free
basis through Dec. 31, 2025; and requirements that force students to repay loans if they
withdraw from courses are waived during the COVID-19 emergency (Smalley, 2021). As state
aid is managed by individual states, they have the opportunity to customize their approach
to their borrower population and provide alternatives for minimizing the debt burden on
students and their families. States have a unique role to play in addressing student loan
burdens. Their role in overseeing public universities, tax and budget powers, and regulatory
authority mean that they have a wide array of options to help borrowers with their student
loans (The Aspen Institute Financial Security Program, 2020).

Loan forgiveness will mostly impact low-income and middle-class households, which
will receive the bulk of its benefits (compared to folks earning higher incomes) (lacurci,
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2022). Thisincreases their spending power and thus has a positive impact on the economy.
The financial impact of the pandemic has been most pronounced in lower income and
minority students with Black Americanshaving disproportionatelyfeltthe adverse economic
impacts of the pandemic. Prior to the pandemic, Black students were borrowing and
defaulting on their loans at higher rates than their White peers (The Pew Charitable Trusts,
2021). With approximately 38% of SUNY’s students being underrepresented minorities
(SUNY, 2022), any assistance that NYS HESC provides would positively impact the outcomes
for these students.

The Biden Administration’s Student Loan Debt Relief Planis a 3-part plan that will help
working- and middle-class federal student loan borrowers transition back to regular
payments as the federal pandemic-related support expires (Federal Student Aid). Borrowers
can receive up to $20,000.00 in loan forgiveness under Biden’s loan forgiveness plan. The 3
parts to this planare as follows: 1) The Administration will provide a final extension of the
student loan repayment pause (which has been extended a number of times) until
December 31, 2022 and repayments will resume in January 2023; 2) the US Department of
Education will provide up to $20,000.00 in debt reliefto Pell Grant recipients with loans held
by the Department of Education and up to $10,000.00 in debt relief to non-Pell Grant
recipients (borrowers are eligible for this relief if their individual income < $125,000.00 or >
$250,000.00 for households); and 3) make the student loan system more manageable for
current and future borrowers. To do this the Biden-Harris Administration is proposing a rule
to create a new income-driven repayment plan that will substantially reduce future monthly
payments for lower- and middle-income borrowers. Additionally, borrowers who are
employed by non-profits, military, or federal, state, Tribal or local government may be
eligible to have all of their student loans forgiven under the Public Service Loan Forgiveness
(PSLF) Program (Federal Student Aid).

Recently, the Biden-Harris Administration extended the student loan repayment
pause from December 31, 2022, into 2023 as their proposed loan forgiveness plan has been
challengedin court. Payments will resume 60 days after the debt cancellation programis
implemented, 60 days after the lawsuits are resolved or 60 days after June 30, if litigation
fails (Jones, 2022). This will provide a much-needed reprieve for student loan borrowers.
Biden’s student loan forgiveness program would cancel debt for up to $40 million borrowers
and the Administration is appealing adverse rulings to this initiative (Minsky, 2022). Some
would argue that there is more to be done than just a student loan pause at this time;
however, Biden-Harris have also taken other steps to support student borrowers including
giving borrowerswith Direct Loans or Department-managed Federal Family Education Loans
(FFEL) more credit toward forgiveness; establishing a fair and accessible bankruptcy
discharge process to help struggling borrowers discharge their student loans; providing $9.1
billion in relief for 425,000 borrowers who have a total and permanent disability; and
restoring eligibility for financial student aid to almost 7.5 million borrowers to help them
complete their credential or degree, to name a few (U.S. Department of Education, 2022).
New York State and other states can model the federal government’s actions in order to
take similar action to support struggling borrowers and families.

According to Deloitte, institutions are working with individual students and families to
try to bridge their specific financial gaps, trying to make the best use of limited resources
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(COVID-19 Impact on Higher Education, n.d.). Colleges can take steps to support and ensure
the success of students that were most impacted by the pandemic including being
transparent with students about costs as when unexpected or hidden costs arise, students
are more apt to drop out; amplify support for lower income and first generation students
who may lack the resources and tools for success; and strengthening relationships between
community colleges and four-year institutions to improve transfer rates of community
college students and provide pathways to degree completion (Spina, 2021). This is even
greater incentive for NYS HESC to provide alternatives to students in managing their debt
and strategies to reduce debt for students and families.

Recommendations for Higher Education Services Corporation

| offer the following recommendations to HESC to reduce the long-term impacts of student
loan debt and repayment for borrowers experiencing financial hardship:

1. Work with SUNY and CUNY to reduce the out-of-pocket cost of attendance for state
and local colleges for families experiencing hardship as a result of the pandemic. It’s
important to note that CUNY and SUNY schools are tuition free for familieswho make
under $125,000/year (Tuition-Free Degree Program: The Excelsior Scholarship, n.d.),
but what about families who do not meet this income threshold and are experiencing
financial hardship or those folks who have student debt obligations and thus may
not be able to afford tuition and loan payments?

There are states that have successfully implemented free college tuition with less
restrictive eligibility criteria, such as the Nevada Promise Scholarship in Nevada that covers
up to 3 yearsof college tuition for students enrolled in any of the 4-year collegesinthe state.
In terms of eligibility, there is no minimum GPA or SAT score to receive the scholarship, but
students must complete 20 hours of community service. Another example is Tennessee and
its Tennessee Promise Scholarship, which provides eligible high school students tuition-free
education at the state’s 13 community colleges and 27 technical schools or eligible public
and private universities with two-year programs. Residents of the state applying to the
program must maintain a GPA of 2.0 or higher and must complete 8 hours of community
service per term (Dennon & Leckrone, 2023).

2. Expand NYS loan forgiveness programs. There are currently 7 NYS loan forgiveness
programs (Higher Education Services Corporation, n.d.). This could be expanded to
other areas such as front-line public health workers for example.

More research will need to be done in the area of expanding loan forgiveness, but
policymakers should seriously consider this as an option for New York State borrowers.
Students shouldn’t have to choose between a rewarding career that pays well and a low
paying job that leads to loan forgiveness. Some argue that loan forgiveness programs
promote work in low paying fields (Dickler, 2009). A question that comes to mind is what
are the long-term impacts of students taking lower paying jobs in order to obtain loan
forgiveness and how does this impact long-term earning potential? Policymakers should
explore this further to determine if the answer and how to combat this.
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3. Offer employer tax credits and deductions that incentivize employers to create
student loan repayment benefits for their employees, thus decreasing student loan
debt burdens.

Fewer than 10% of companies currently offer student loan repayment assistance.

According to one 2019 survey, more than 60% of employed adults in the United
States with student loans would consider switching companies to gain a student
loan payment benefit. Given pandemic-related cutbacks and business
challenges, many companies may hesitate to create a new employee benefit,
except perhaps in fields where intense job market competition exists.
(Strausfeld, 2020, para. 4)

By offering tax credits and deductions that incentivize employers to create student
loan repayment benefits, New York State would potentially quell any hesitation or fears that
organizations have, thus positively impacting student loan debt burdens of New York State
students.

4. Offer student loan debt forgiveness to non-completers or folks who dropped out of
their programs due to financial hardship.

It is evident that student loan debt is very burdensome to non-completers. College
completion is a key driver in making sure students are able to begin repaying their
educational debt. “Those who graduate generally pay their loans [...] those who don’t can’t”
(Fredman, 2018, para. 4). The link between college completion and the ability to afford
student loan payments is undeniable and New York State would set an example for other
states offering student loan debt forgiveness to this population.

We are three years into the pandemic and are now fully realizing the full impact of
COVID-19 on the higher education landscape and ultimately how this impacts students and
their ability to repay their debt or their decision to complete their degree programs. NY HESC
is uniquely positioned to ease the burden on New York State students, providing them with
manageable solutions and alternatives to choose from. As a result, New York State students
will be in better position than most to overcome the challenges posed by the pandemic.
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