CED

Policy Backgrounder: New Federal Student
Loan Relief Proposal

April 18, 2024

Trusted Insights for What’s Ahead ™

Earlier this month, the U.S. Department of Education unveiled a new proposal to deliver student debt
relief to more than 30 million borrowers. The new effort was released almost one year after the U.S.
Supreme Court halted broad student loan debt relief totaling nearly $430 billion. The latest set of plans
takes a more targeted approach.

e The new proposal builds on a student loan relief plan implemented last Fall, the Saving on a
Valuable Education (SAVE) Plan.

e A group of budget economists estimate the set of plans would cost $84 billion, in addition to the
$475 billion expense over ten years for the SAVE Plan.

e Eighteen states have recently filed lawsuits against the Administration’s student loan relief efforts,
primarily targeting the SAVE Plan.

New Federal Student Loan Relief Proposal

Last week, the U.S. Department of Education (ED) announced a new set of plans to waive Federal
student loan debt for millions of borrowers. The plans are the latest effort of the Administration to deliver
wide-scale debt relief and come nearly one year after the U.S. Supreme Court struck down the
Administration’s attempt to cancel nearly $430 billion in student loan debt. The blocked forgiveness plan
attempted to leverage the Department’s authority to “waive or modify” student financial assistance
program requirements or regulations during a national emergency, in response to the pandemic. That
effort relied on a provision of the Higher Education Relief Opportunities for Students (HEROES) Act of
2003, the vehicle the Trump Administration initially used to pause student loan payments in March 2020.

Alternatively, the latest student debt relief proposal relies on the Secretary’s authority to “waive
repayment of a loan provided by section 432(a) of the [Higher Education Act], to provide debt relief
targeted to address certain specific circumstances as part of a comprehensive effort to address the
burden of Federal student loan debt.” The proposal, which will be open for public comment through May
17, is estimated by budget economists at the Wharton School at the University of Pennsylvania to cost
$84 hillion, most of which would be counted as a cost for Fiscal Year 2024 under budget rules. This adds
to the estimated $475 billion expense over ten years for the revamped income-driven repayment plan,
SAVE, introduced last September.

The new set of plans target specific groups of borrowers through five provisions. First, the proposal would
remove accrued and capitalized interest from borrower balances, up to $20,000, regardless of income.
This provision is a retroactive complement to the elimination of capitalized interest established under the
SAVE plan this past Fall. The new proposal would also automatically eliminate loans for borrowers who
have not yet enrolled in the SAVE plan but qualify for existing forgiveness programs including public
service loan forgiveness, closed school loan discharges, and_income-driven repayment which cancels
debt after a determined number of years in repayment. Next, the plan would dismiss debt balances of
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borrowers with undergraduate debt who entered repayment 20 or more years ago. Borrowers with
graduate school debt would receive relief 25 or more years after they first entered repayment.
Additionally, the new plan would waive loans for borrowers who were enrolled in institutions or programs
that closed, lost federal aid eligibility, were denied recertification, or failed to deliver adequate value.

Finally, the proposal would cancel loans for borrowers experiencing hardship. While hardship is not
defined, the announcement alludes to qualifying factors and explains that “[t]his could include delivering
automatic forgiveness to borrowers predicted to be likely to default on their loans, or through an
individualized application where borrowers could detail their financial hardship that is preventing them
from being able to fully pay back their loan, such as child care or medical expense.” (The definition of
“hardship” may be a subject of comments and further defined in the final rule. Depending on how
“hardship” is ultimately defined in response to comments in the rulemaking, this could lead to increases in
the total cost of the program.)

The new debt relief plans are expected to expand student loan relief eligibility to over 30 million
borrowers, including 4 million borrowers who have already received approval for debt relief over the past
three years. Along with the proposal, the Education Department also released the impact of recent loan
relief efforts for four major programs that the Administration revamped: nearly $6 billion has been
dismissed through income-driven repayment forgiveness for 930,000 borrowers; $62.5 billion in Public
Service Loan Forgiveness for 872,000 borrowers; $1.2 billion through SAVE Early Forgiveness for
153,000 borrowers; and $14.1 billion through discharge on the ground of total and permanent disability for
548,300 borrowers.

In addition to benefits for borrowers, the Department believes the waivers would reduce service or
collection costs for loans that are unlikely to be paid. The Administration also highlights the potential
economic benefit of student debt cancellation, contending that debt relief could boost consumption by
billions of dollars and increase college completion rates, thereby increasing national GDP.

However, Federal student loan forgiveness continues to face scrutiny and legal challenges. In March
2024, the Kansas Attorney General led a federal lawsuit, joined by 10 other states, against the SAVE
Plan. Earlier this month, the Missouri Attorney General led a second lawsuit, joined by six other states,
against the Plan. Missouri played a significant role in the lawsuit against student loan debt relief that was
ultimately considered by the U.S. Supreme Court. Both new lawsuits allege that the Administration has
gone beyond authority Congress granted to it in this area.

Progress of Existing Plan

Days after announcing the new relief plan, the Biden Administration also approved student loan
forgiveness for 277,000 borrowers under the SAVE Plan introduced last Fall. The latest round of relief
brings the total student loan forgiveness under the current Administration to $153 billion for more than 4
million borrowers. The majority receiving forgiveness under the SAVE Plan have smaller loans and have
made at least 10 years of payments. Nearly one-quarter of relief will be delivered through corrections
being made to address administrative concerns in historic income-driven repayment plans. Fewer than
5,000 borrowers will receive relief through the Public Service Loan Forgiveness program under the
current plan; far more would be forgiven under the new proposal.

Conclusion

While the new proposal could lead to broad relief for many borrowers, it faces an uphill battle. Once the
comment period closes on May 17, the Department will have to consider comments—some of which
could be submitted to provide grounds for future litigation if the Department does not address them—and
18 states have already joined litigation against the current SAVE Plan, raising the likelihood that a final
rule adopted on the new proposal would also invite litigation, possibly delaying its implementation pending

2 | CED Policy Backgrounder www.ConferenceBoard.org

®


https://www.ed.gov/news/press-releases/biden-harris-administration-announces-new-plans-deliver-debt-relief-tens-millions-americans
https://www.ed.gov/news/press-releases/biden-harris-administration-announces-new-plans-deliver-debt-relief-tens-millions-americans
https://www.whitehouse.gov/cea/written-materials/2024/04/08/the-economics-of-administration-action-on-student-debt/
https://www.whitehouse.gov/cea/written-materials/2024/04/08/the-economics-of-administration-action-on-student-debt/
https://ag.ks.gov/media-center/news-releases/2024/03/29/kobach-sues-biden-over-student-loan-forgiveness-scheme
https://ago.mo.gov/attorney-general-bailey-files-suit-against-bidens-latest-illegal-student-loan-plan/
https://www.ed.gov/news/press-releases/biden-harris-administration-announces-additional-74-billion-approved-student-debt-relief-277000-borrowers

ceD &

court challenges. Still, the new proposal shows the Administration’s determination to proceed with broad
student loan relief despite legal challenges.

About the Authors

John Gardner is Vice President, Public Policy at the Committee for Economic Development, the
public policy center of The Conference Board.

Tia Collier is the Senior Education Policy Analyst at the Committee for Economic Development, the
public policy center of The Conference Board.

About The Conference Board

The Conference Board is the member-driven think tank that delivers Trusted Insights for What's Ahead ™.
Founded in 1916, we are a non-partisan, not-for-profit entity holding 501 (c) (3) tax-exempt status in the United
States. www.ConferenceBoard.org

The Committee for Economic Development (CED) is the public policy center of The Conference Board. The
nonprofit, nonpartisan, business-led policy center delivers trusted insights and reasoned solutions in the
nation's interest. CED Trustees are chief executive officers and key executives of leading US companies who
bring their unique experience to address today’s pressing policy issues. Collectively, they represent 30+
industries and over 4 million employees. www.ConferenceBoard.org/us/committee-economic-development

© 2024 The Conference Board, Inc. All rights reserved.

3 | CED Policy Backgrounder www.ConferenceBoard.org


https://www.ced.org/people/single/john-gardner
https://www.conference-board.org/bio/tia-collier
http://www.conferenceboard.org/
http://www.conferenceboard.org/us/committee-economic-development

