
TheFGA.org/research/proposed-student-loan-rule-cost-billions

Michael Greibrok
Senior Research Fellow

JUNE 27, 2023

President Biden’s Proposed 
Student Loan Rule Would  

COST TAXPAYERS BILLIONS 



K E Y  F I N D I N G S

T H E  B O T T O M  L I N E :

THE BIDEN ADMINISTRATION’S PROPOSED RULE WOULD  
COST BILLIONS AND LEAVE TAXPAYERS PAYING FOR THE 

COLLEGE TUITION OF MILLIONS OF AMERICANS. CONGRESS 
SHOULD PASS THE REINS ACT TO STOP COSTLY RULES  

LIKE THIS BEFORE THEY GO INTO EFFECT. 

THE PROPOSED RULE WOULD ALTER INCOME-
DRIVEN REPAYMENT (IDR) PLANS, ALLOWING SOME 

INDIVIDUALS MAKING MORE THAN DOUBLE THE 
FEDERAL POVERTY LEVEL TO ESCAPE THEIR STUDENT 

LOANS WITHOUT MAKING ANY PAYMENTS.

IT WOULD COME AT AN ESTIMATED COST OF 
UPWARDS OF $471 BILLION OVER 10 YEARS. 

BORROWERS WOULD BE LEFT WITH AN 
UNREALISTIC EXPECTATION OF HOW TO PLAN  

FOR DEBT AND RISING TUITION COSTS  
WOULD BE UNADDRESSED. 

FEDERAL LAWMAKERS SHOULD PASS THE 
REGULATIONS FROM THE EXECUTIVE IN 

NEED OF SCRUTINY (REINS) ACT TO REQUIRE 
CONGRESSIONAL APPROVAL OF COSTLY RULES 
BEFORE BUREAUCRATS CAN IMPLEMENT THEM. 
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Overview   
The Biden administration is doubling down on harmful student loan initiatives. In August 2022, it 
released a plan to wipe out up to $20,000 in student loan debt per borrower.1-2 This giveaway was 
paused after an appeals court put in place a nationwide injunction and the Supreme Court is set to 
rule on the legality of the program.3-4 A new proposed rule would alter IDR plans, costing taxpayers 
billions.5 

The proposed rule would burden taxpayers with college loan debt and fails to address the rising cost 
of tuition. Instead, the rule would incentivize borrowers to take on more debt and leave taxpayers 
footing the bill. 

THE PROPOSED RULE WOULD BURDEN TAXPAYERS 
WITH COLLEGE LOAN DEBT AND FAILS TO  
ADDRESS THE RISING COST OF TUITION.

President Biden is desperate to bring young people back into his coalition, and this rule appears to be 
a handout to attract these voters. The losers in the proposal are taxpayers and everyone who passed 
on college or managed their student loan debt responsibly. Congress should pass the REINS Act to 
help prevent bad rules like this from taking effect. 

IDR plans have become more popular in the last decade  
IDR plans became available to student loan borrowers in 1995 with the Federal Family Education 
Loan.6 The federal government now offers four different IDR options for borrowers.7 The Revised 
Pay As You EARN (REPAYE) plan, which the proposed rule would transform, is one of these and 
was only created in 2016.8 

 

ESTIMATED ANNUAL PAYMENTS FOR BORROWERS IN REPAYE PLAN

SALARY EXISTING RULE PROPOSED RULE

$25,000 $313 $0 

$35,000 $1,313 $110 

$45,000 $2,313 $610 

$55,000 $3,313 $1,110 

$65,000 $4,313 $1,610 

$75,000 $5,313 $2,110 

Source: Author’s calculations
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These plans were designed to help borrowers work to pay off their loans early in their careers 
when their debt-to-income ratio may be high. In early 2023, there were more than 8.5 million 
borrowers enrolled in an IDR plan.9 This was up from only 1.6 million in June 2013.10 Borrowers 
in an IDR plan owed $538 billion on their student loans.11 And the total student loan universe 
includes nearly 44 million borrowers with more than $1.6 trillion in debt.12 

For borrowers in the REPAYE Plan, the most popular IDR plan, the Biden administration’s proposed rule 
does not only tinker with their plan, but it would also overhaul it by implementing major changes.13  

THE BIDEN ADMINISTRATION’S PROPOSED  
RULE DOES NOT ONLY TINKER WITH THEIR PLAN,  

BUT IT WOULD ALSO OVERHAUL IT BY  
IMPLEMENTING MAJOR CHANGES.

The Biden administration’s proposed rule would allow 
borrowers to shift their debt onto taxpayers 
The proposed rule would raise the amount of income that is considered non-discretionary, 
meaning it would be exempted from the borrower’s income when establishing repayment rates. 
Under the existing rule, income up to 150 percent of the federal poverty level is exempted, and 
the new rule would raise this up to 225 percent of the federal poverty level.14 For 2023, this is 
roughly equivalent to $33,000.15 If the proposed rule is implemented, some people making more 
than twice the poverty level would no longer need to make any repayments on their student loans. 

Equally significant, the rule would cut the amount of discretionary income that borrowers must pay 
back each month in half, from 10 percent to five percent.16 These two changes are the drivers that 
would reduce borrowers’ payments and ultimately shift their debt onto taxpayers. For example, 
under existing rules, a person making $40,000 a year would make monthly payments of $151 to 
service his or her debt, but under the proposed rules the new payment would be only $30.17 

 

For example, under existing rules, a person making 
$40,000 a year would make monthly payments 
of $151 to service his or her debt, but under the 

proposed rules the new payment would be only $30.

Compounding the reduced payments, the proposed rule would also transfer loan balances to 
taxpayers after 10 years instead of 20 years for certain borrowers.18 For those that originally 
borrowed $12,000 or less their loans would be taken over by taxpayers after 10 years with one 
additional year added for every additional $1,000 borrowed, capped at 20 years.19 
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These changes would allow some borrowers to pass their student loan debts onto taxpayers 
without paying back a single dime of the thousands of dollars they borrowed. For all others, 
it would result in vastly reduced payments by the benefactors of a college education and an 
additional burden on the public at large. 

The Biden administration’s proposed rule would cover borrowers’ unpaid monthly interest even if 
their required payment is $0.20 This is convenient for the borrower, as their total debt would not 
increase even if their payments were so small that they do not even cover the interest on their debt.  
But this unpaid interest does not stop accruing, and the bill would just be sent to taxpayers instead 
of the borrower. With federal student loan interest rates of five to 6.5 percent, this would be a 
massive transfer of debt from student loan borrowers to taxpayers.21 

WITH FEDERAL STUDENT LOAN INTEREST RATES OF FIVE 
TO 6.5 PERCENT, THIS WOULD BE A MASSIVE TRANSFER OF 
DEBT FROM STUDENT LOAN BORROWERS TO TAXPAYERS.

 
The proposal would also allow the Department of Education to pull income information 
automatically from borrowers so they would no longer need to recertify their repayment plan 
annually.22 This means that more borrowers would stay in the REPAYE Plan, which is cheaper for 
them but more costly for taxpayers. 

Finally, the Biden administration would phase out other forms of IDR plans.23 Borrowers would 
instead be grouped into the transformed REPAYE Plan, meaning eventually taxpayers would cover 
the debts of even more college attendees. 

The new repayment plan would cost taxpayers 
billions and would create bad incentives 
All told, the proposed rule would be extremely costly. The Department of Education itself estimates 
that the rule would come at a cost of $138 billion.24 The Congressional Budget Office estimates 
that the rule would be even more costly at $230 billion.25 

But the true cost of the rule would likely be much higher because these estimates assume static 
usage of the REPAYE Plan. More borrowers are likely to opt into this plan as it requires lower 
payments and forgives debts sooner. Also, borrowers are likely to take out greater amounts of 
loans knowing they likely will not be required to pay the full amount back. 

 

More borrowers are likely to opt into this plan as it 
requires lower payments and forgives debts sooner. 

Also, borrowers are likely to take out greater 
amounts of loans knowing they likely will not be 

required to pay the full amount back.
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Right now, 45 percent of all undergraduates and 77 percent of community college students 
do not take out any loans.26 With the updated REPAYE Plan that shifts the debt burden from 
borrowers to taxpayers, many of these students are likely to take out loans in the future. Likewise, 
in 2016, undergraduates left $105 billion in available loans on the table and graduate students left 
an additional $79 billion in loans unused.27 With the substantial discount offered by the REPAYE 
Plan, students will likely use a greater percentage of the loans made available to them. 

Taking this into account, one estimate of the true cost of the rule lies between $332 and $360 
billion.28 With an even greater take-up rate, the rule could cost upwards of $471 billion according to 
their model.29 This proposed rule could be even more costly than the Biden administration’s loan 
forgiveness plan because it is a program change and not a one-time transfer. The bad incentives 
could lead to the taking on of excess amounts of student loan debt.

The ongoing pause in loan repayments and interest accumulation during the COVID-19 pandemic 
shows what can happen when borrowers are no longer required to pay back their debts.30 Before 
the pause, just 2.7 million borrowers had their federal loans in forbearance, but by the end of 
2021, that number rose to an astounding 24 million.31 These borrowers had loans totaling $968 
billion, or 77 percent of the total federal loans held by individuals not enrolled in school.32 

One estimate shows 20 percent of the typical undergraduate borrowers would not make any 
payments under the Biden administration’s proposed rule, and 78 percent would fail to pay off 
the entire loan.33 This is not the way to teach people to take debt seriously. It sets them up to fail 
when they take on other types of debt like car loans or a mortgage, which they will be expected to 
make full payments on or face default. 

ONE ESTIMATE SHOWS 20 PERCENT OF THE TYPICAL 
UNDERGRADUATE BORROWERS WOULD NOT MAKE 

ANY PAYMENTS UNDER THE BIDEN ADMINISTRATION’S 
PROPOSED RULE, AND 78 PERCENT WOULD FAIL  

TO PAY OFF THE ENTIRE LOAN.

The real losers in this proposal are the students who worked during school to pay for their 
education or who paid back their loans responsibly after graduation—not to mention all the 
workers who did not enroll in college but would now be expected to pay off the debts of those 
who chose to attend.

The proposed rule does not touch the real issue: 
rising tuition costs
The reason that there is so much action on student loan debt right now is that the total debt load 
has been increasing so quickly. Since 2007, total student loan debt has more than tripled.34 The 
reason for the increasing amount of debt is that college tuition is also increasing. Adjusting for 
inflation, college tuition has more than tripled since the 1960s and more than doubled in the last 
30 years.35-36 
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Much of the increasing costs are attributed to administrative costs rather than instructing stu-
dents.37 Department of Education data shows that administrative positions increased by 60 percent 
from 1993 to 2009, 10 times the rate of tenured faculty positions.38 For example, the California State 
University system increased full-time faculty from 11,614 to 12,019 but administrators from 3,800 
to 12,183 from 1975 to 2008.39 

The proposed rule does not address these rising costs. Instead, it would incentivize increasing 
tuition further as students respond to decreased payments and easier debt forgiveness by 
applying for larger loans. 

The REINS Act could stop costly rules like this in  
their tracks 
To prevent costly rules which burden taxpayers from taking effect, Congress should reform the 
regulatory system. Federal lawmakers should ensure that major rules are not implemented 
through agency action alone, without congressional approval. 

Congress can look to Florida as one example of how legislative oversight of rules can positively 
affect life for its citizens.40 

CONGRESS CAN LOOK TO FLORIDA AS ONE EXAMPLE 
OF HOW LEGISLATIVE OVERSIGHT OF RULES CAN 

POSITIVELY AFFECT LIFE FOR ITS CITIZENS.

Congress should pass the REINS Act, which would require rules with an annual price tag of $100 
million or more to receive congressional approval before being implemented by agencies.41 This 
would allow the voters’ elected officials to stop expensive, harmful rules that unelected bureaucrats 
seek to put in place. It would also provide accountability to legislators by requiring them to take 
a vote on all major rules

THE BOTTOM LINE: The Biden administration’s proposed 
rule would cost billions and leave taxpayers paying for 
the college tuition of millions of Americans. Congress 
should pass the REINS Act to stop costly rules like this 
before they go into effect.
The Biden administration’s proposed rule would cost billions and leave taxpayers paying for the 
college tuition of millions of Americans. Congress should pass the REINS Act to stop costly rules 
like this before they go into effect.
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The Biden administration is desperate to bring young people back into the fold after seeing 
support from this core constituency plummet.42-45 The administration’s student loan forgiveness 
program is facing uncertainty at the Supreme Court and headwinds in Congress.46-48 Transforming 
IDR plans from a way to help students work and reasonably pay back their loans to transferring 
these debts to taxpayers is the administration’s next attempt at attracting young voters. 

But this plan would tag taxpayers with a large bill. It would punish hardworking Americans who 
either found a career without a college education or worked to responsibly pay back their student 
loans. 

Worse still, the proposed rule would incentivize students to take on more debt that would be 
paid back by taxpayers—all this without putting any brakes on the rising tuition costs that are 
increasing student debt load in the first place.

Worse still, the proposed rule would incentivize 
students to take on more debt that would be 

paid back by taxpayers. All this without putting 
any brakes on the rising tuition costs that are 
increasing student debt load in the first place.
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