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Executive Summary 
 Federal student loans impose a substantial financial burden on borrowers. In response, since 1992,

policymakers have introduced a variety of repayment plans that set federal borrowers’ monthly student

loan bills at an amount determined by their income, not by their loan balance. This menu of payment

plans is collectively referred to as income-driven repayment (IDR).

 The stated original goals of IDR that have guided its subsequent development include the following:

□ Making student loan payments affordable for all;

□ Preventing student loan debt from becoming a lifetime burden through loan forgiveness after a pre-

set number of years in IDR; and

□ Providing a lifeline to prevent delinquency and default, especially for the borrowers who are most

likely to struggle in repayment.

 IDR has generally become more generous and available to a wider array of borrowers over time.

However, the protection continues not to fully live up to its ideals. Instead, aspects of IDR’s current

design allow federal student loans to remain unaffordable and onerous for many, all while delinquency

and default remain prevalent. These shortcomings are especially problematic for Black, Latino, and low-

income borrowers, who are less likely to successfully access IDR and who remain worryingly likely

overall to face ruinous outcomes as student loan borrowers—something IDR was meant to eliminate.

 The stark divergence between IDR’s aspirations and its outcomes as a consumer protection is laid bare

in the data. Even with IDR being broadly available, only slightly more than half of federal student loan

borrowers in repayment were current on their loans by the eve of the COVID-19 pandemic. Moreover,

during the last year before the pandemic, a federal student loan borrower defaulted every 26 seconds,

something that should be nearly impossible given the availability of $0 payments under IDR. Further,

more than half of borrowers with incomes below $20,000—nearly all of whom could secure a $0

payment—and almost a third of Black borrowers report falling behind on their federal student loans

without accessing IDR. Finally, while millions of borrowers have been in repayment on federal student
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loans for two decades or more, the point at which IDR is meant to begin offering forgiveness, only 32 

borrowers to date have secured this relief. 

 The history and contemporary reality of IDR make clear that while Congress and subsequent

administrations have taken steps to make IDR more beneficial to borrowers, policymakers have still not

succeeded. Key questions remain surrounding IDR’s current success as well as its limits as a catch-all

solution to the student debt crisis. Substantial administrative action by policymakers is badly needed to

ensure that borrowers can benefit from IDR as intended.
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Introduction  
Federal student loans impose a substantial and often insurmountable financial burden on borrowers.1 In 

response, since 1992, policymakers have introduced a variety of repayment plans that set federal borrowers’ 

monthly student loan bills at an amount determined by their income, not by their loan balance.2 Payments under 

these plans are designed to be affordable, including offering a zero-dollar monthly “payment” for borrowers with 

especially low incomes.3 Further, each of these income-based options offers loan forgiveness after 20 to 25 years 

of repayment.4 

 

This menu of payment plans is collectively referred to as income-driven repayment (IDR).5 The following paper 

outlines the history of IDR and its development over time, identifying the key goals that underlie the protection. 

As discussed below, those goals include the following: 

The history and the goals of IDR are worth outlining precisely because they are necessary to fully understand the 

contemporary design of IDR and the extent to which it may be meeting—or failing to meet—policymakers’ stated 

goals. For example, as it pertains to default, research shows that IDR is extremely effective in improving the 

short-term repayment outcomes and financial situation of borrowers who can access and persist in it.6 In 

particular, scholars have found that borrowers who enroll and remain in IDR have more success keeping up with 



IMPROVING & DELIVERING RELIEF            2021 
 

 
 6 

their loan payments,7 pay down their non-student loan debts more quickly,8 and enjoy improved access to other 

forms of credit.9 This appears to indicate that IDR may be living up to its aspirations. 

However, research also shows that IDR has so far failed in other ways to 

fully live up to its promise and potential as a borrower protection. For 

example, even with IDR being broadly available for federal student loan 

borrowers, rates of delinquency and default have continued to skyrocket 

across the federal student loan portfolio over the last decade.10 By the 

eve of the COVID-19 pandemic, only slightly more than half of borrowers 

who were in repayment on federal student loans were current.11 The 

remaining half were in deferment, forbearance, or default, or were 

otherwise not in active repayment.12 Indeed, in the last academic year 

before COVID hit, a borrower defaulted on a federal student loan every 26 seconds—something that should be 

impossible given the availability of $0 payments under IDR.13  

Further, research indicates that many of the borrowers who need IDR the most are not accessing and persisting 

in it,14 that many borrowers struggle even when enrolled on IDR,15 and that virtually no borrowers have achieved 

promised forgiveness through IDR.16 

While as many as four-in-five Black borrowers may benefit from the monthly payment protections offered by IDR, 

SBPC analysis indicates that slightly less than half are enrolled, and that a substantial proportion of Black 

borrowers are falling behind in repayment as a result.17 Similarly, while nearly all borrowers with annual incomes 

below $20,000 could secure a $0 monthly payment through IDR, more than half of borrowers in that income 

range report having fallen behind on their student loans without accessing the protection.18  

Worse, aside from questions about whether IDR is truly affordable, borrowers who are able to enter IDR often 

find that continuing to enjoy its benefits proves to be a challenge. Evidence indicates that borrowers struggle to 

stay on track with annual re-enrollment requirements, with more than half of borrowers not recertifying their 

income on time,19 something that is often attributable to servicer error.20 Additional research shows that 

borrowers who do not successfully re-enroll in IDR struggle, with more than a third of these borrowers ending up 

in a deferment or forbearance or becoming delinquent on their loans.21 These breakdowns lead borrowers to 

seek protection through hardship-related forbearance or deferment in lieu of continued access to IDR, which can 

cause payments to balloon and compound existing financial distress.22  

By the eve of the 
COVID-19 pandemic, 

only slightly more than 

half of borrowers who 

were in repayment on 

federal student loans 

were current. 
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Finally, the assurance of loan forgiveness through IDR has proven illusory, with recent investigations showing 

that just 32 federal student loan borrowers out of millions with undergraduate debts that are more than two 

decades old—the general threshold at which such debts are intended to be forgiven through IDR—have had their 

loans absolved.23 This breakdown was foreshadowed by well-publicized failures related to the Public Service 

Loan Forgiveness program,24 which requires borrowers to be in IDR as a qualification for loan discharge25 but 

which has failed to deliver earned relief for hundreds of thousands of borrowers nationwide due to breakdowns 

that include ongoing obstacles to IDR enrollment and persistence.26  

 

The various shortcomings of IDR have in part to do with the well-documented, widespread breakdowns and 

malfeasance that have plagued the protections’ implementation by the Department of Education and the student 

loan industry.27 But, as this document outlines, they also reflect the particular path that IDR has taken as it has 

developed over time and the specific policy choices regarding the protections structure and design that 

policymakers made along the way. This is particularly relevant with regard to the protection’s evolving view of 

loan affordability, access, and the present-day value of putative future forgiveness. 

This issue brief outlines many of these design choices, retracing the history of IDR, the principles that underlie it, 

and the evolution of the protection’s implementation. In doing so, it offers a glimpse into how a sequence of 

legislators and policymakers have attempted to address areas where they perceived previous repayment options 

as falling short, and how the promise of IDR nevertheless still currently diverges from its reality. 
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The History and Goals of Income-Driven 
Repayment  
1992: Income Contingent Repayment Debuts as the First IDR Plan 

The federal student loan program was created in 1965 in an effort to promote the accessibility and affordability of 

higher education.28 The program arose from a years-long debate regarding whether America’s higher education 

system should be principally debt-based or grant-based,29 with advocates for the former view claiming in part 

that imposing at least some cost on students would help them develop personal financial responsibility.30 

Over time, however, it became clear to lawmakers that the cost of student loan debt was presenting a growing 

and increasingly problematic burden for borrowers.31 By 1988, presidential hopeful Michael Dukakis was 

promoting a plan for an income-based federal student loan repayment program that would aim to be more 

affordable to borrowers.32 Congress acted in 1992 with the creation of the first opportunity for borrowers to have 

their student loan payments be determined as a percent of their income, not based on the amortization schedule 

of their outstanding loan balance.33 Titled Income-Contingent Repayment (ICR), this plan was authorized in 

statute34 and the specific parameters set through subsequent rulemaking,35 limiting borrowers’ payments to no 

more than 20 percent of their discretionary income—a measure defined in the associated regulations as the 

borrower’s gross income less the poverty guideline for borrowers based on their location and family size36—and 

to offer loan forgiveness after 25 years of repayment.37 ICR gained support in the Clinton White House as part of 

a broader push for pathways toward public service, including as an aspect of a later-reduced plan for a new 

national service program.38 This was in part because ICR stood to be a more budgetarily palatable alternative to 

expanding Pell Grants or turning them into a mandatory spending program, which Congressional leaders had 

pursued,39 even though Pell Grants are generally thought of as more robustly aiding those most likely to face 

difficulty in repayment.40 

Notably, the statute enacting ICR was drafted in an open-ended manner, allowing for much of the detail 

underlying ICR to be set through regulation and enabling the statute to be used as the basis for many 

subsequent IDR plans. 
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ICR was heralded at its passage by Republicans41 and Democrats42 alike as a way to reduce student loan 

borrower defaults,43 boost college affordability,44 and even help borrowers pursue lower-wage careers in public 

service.45 In turn, the passage of ICR laid the following bedrock goals enumerated above that have characterized 

all subsequent IDR options:  

 Making student loan payments affordable for all;  

 Preventing student loan debt from becoming a lifetime burden through loan forgiveness after a pre-set 

number of years in IDR; and 

 Providing a lifeline to prevent delinquency and default, especially for the borrowers who are most likely 

to struggle in repayment. 

2007: Income Based Repayment Expands Access and Affordability 

ICR alone proved insufficient to solve the problem of burdensome student debt, as student debt balances 

continued to climb46 and hardship for student loan borrowers continued to grow even after its passage due in 

part to the substantial proportion (20 percent) of disposable income that ICR demanded from borrowers.47 For 

borrowers already in default, ICR remained unavailable, all while 1996 amendments to the Debt Collection 

Improvement Act—implemented in part to offset the cost of ICR—expanded the government’s tools to collect 

past-due debt to include such harsh methods as administrative wage garnishment.48 Moreover, ICR was 

available only to borrowers who had taken on loans through the Direct Loan (DL) program,49 wherein the 

Department of Education acts as a lender to students.50 Most loans at the time that ICR was introduced were 

made through the Federal Family Education Loan (FFEL) program,51 where the federal government offered loan 

guarantees and interest subsidies to third party student loan companies but was not itself a creditor.52 

To address borrowers’ ongoing hardship, lawmakers introduced a new income-centered plan titled Income 

Based Repayment (IBR) in 2007.53 IBR set student loan borrowers’ monthly payments at 15 percent of 

discretionary income (lower than the 20 percent maximum under ICR regulations), defined discretionary income 

as the borrower’s gross income minus 150 percent of the poverty guidance relevant for the borrower (a higher 

threshold than the 100 percent used for ICR, implying lower monthly payments and more protected income), and 

retained ICR’s offer of loan forgiveness after 25 years of repayment.54 Like ICR, IBR was explicitly intended to 

promote or otherwise make more accessible careers in public service,55 and it would be unavailable to borrowers 

in default.56 Unlike ICR, IBR would be available to borrowers with FFEL program loans57 and would offer 

subsidies for unpaid interest that borrowers might accrue during their first three years of repayment.58 Finally, 
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IBR established as a prerequisite for eligibility that borrowers demonstrate a “partial financial hardship,” 

generally meaning that borrowers could enroll in IBR only if the plan would offer them a lower payment than the 

one available under the standard 10-year plan.59 IBR’s creation drew substantial praise.60 

2010: New Income Based Repayment Furthers IDR’s Generosity 

IDR’s expansion continued into the 2010s. Feeling that even the introduction of IBR was not enough to alleviate 

the burden of student debt, the Obama administration announced plans for an “expanded IBR program” in early 

2010.61 This New Income Based Repayment (IBR2) plan became law through the Student Aid and Fiscal 

Responsibility Act in 201062 and implementing regulations were finalized in 2013.63 IBR2 would offer borrowers 

monthly payments at 10 percent of discretionary income (to the old IBR’s 15 percent) and loan forgiveness after 

20 years (to the old IBR’s 25 years).64 IBR2 kept the same discretionary income formula, partial financial hardship 

requirement, and interest subsidies of the original IBR plan, making it much more generous on net than its 

predecessor.65 But as defined in its implementing regulations, IBR2 would be available only to borrowers who 

took on their first loan on or after July 1, 2014.66 

2011: Pay As You Earn Expands IDR’s Reach 

With the stated goal of extending the protections of IBR2 to borrowers who took on a loan before July 1, 2014,67 

the Obama administration initiated a rulemaking in 2011 under the existing ICR statute to create a new IDR plan 

titled “Pay As You Earn” (PAYE).68 PAYE’s terms closely mirrored IBR2’s, including setting payments at 10 percent 

of discretionary income, offering forgiveness after 20 years, subsidizing unpaid interest for the borrower’s first 

three years of repayment, and requiring that borrowers show a partial financial hardship.69 Unlike IBR2, though, 

PAYE was designed to be available only to borrowers who both did not have an outstanding balance as of 

October 1, 2007 and who also received their first loan on or after October 1, 2011.70 In addition, PAYE would limit 

the amount of unpaid interest that can capitalize on the borrower’s loan to 10 percent of its original balance, 

meaning that any additional unpaid interest would accrue but not compound.71 

2014: Revised Pay as you Earn Completes the Contemporary IDR 
Landscape 

Looking to expand further on PAYE’s level of protection and availability, President Obama signed a directive in 

June 2014 instructing the Secretary of Education to “propose regulations that will allow additional students who 

borrowed Federal Direct Loans to cap their Federal student loan payments at 10 percent of their income.”72 This 
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directive led ED to turn once again to the ICR statute, resulting in the creation through rulemaking of a final IDR 

plan dubbed “Revised Pay As You Earn” (REPAYE) in 2015.73 Like PAYE, REPAYE set payments at 10 percent of 

discretionary income, offered forgiveness for loans used for undergraduate education after 20 years of 

repayment, and defined discretionary income at 150 percent of federal poverty guidance.74 On top of that, 

REPAYE would be available to all Direct Loan borrowers regardless of hardship status, increased the duration of 

the repayment period required for loan forgiveness to 25 years for borrowers with any loans used for graduate 

education, and offered subsidies for only half of the unpaid interest on unsubsidized loans (thought it would offer 

the subsidy indefinitely, and not just for the first three years of repayment), among other smaller changes.75 

The IDR landscape has been generally unchanged since the introduction of REPAYE. During the COVID-19 

pandemic, all borrowers in IDR with federal student loans held by the government have been eligible to count 

time spent under the emergency-related suspension of payments as progress toward forgiveness. 

After almost 30 years of efforts to expand the generosity and availability of the protection, IDR currently consists 

of the repayment plans enumerated in the following table. 
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Table: the Contemporary IDR Landscape76  

  

PLAN YEAR AVAILABLE 
MONTHLY 
PAYMENT 

DISCRETIONARY 
INCOME IS 

CALCULATED BASED 
ON... 

LOAN FORGIVENESS 
AFTER… 

Income-contingent 
repayment (ICR) 1995 

The lesser of: 
— 20 percent of 
discretionary income, 
or 
— The amount owed 
on a repayment plan 
with a fixed payment 
over the course of 12 
years multiplied by an 
income percentage 
factor based on the 
borrower’s AGI and tax 
filing status 

100 percent of the 
poverty guideline for the 

borrower’s family size 
and state of residence 

25 years of repayment 

Income-Based 
Repayment (IBR) 2009 

The lesser of : 
— 15 percent of 
discretionary income, 
or 
— The amount owed 
under the 10-year 
Standard Repayment 
Plan 

150 percent of the 
poverty guideline for the 

borrower’s family size 
and state of residence 

20 years of repayment 

Pay As You Earn 
(PAYE) 2012 

The lesser of : 
— 10 percent of 
discretionary income, 
or 
— The amount owed 
under the 10-year 
Standard Repayment 
Plan 

150 percent of the 
poverty guideline for the 

borrower’s family size 
and state of residence 

20 years of repayment 

New Income-Based 
Repayment (IBR2) 2014 

The lesser of : 
— 10 percent of 
discretionary income, 
or 
— The amount owed 
under the 10-year 
Standard Repayment 
Plan 

150 percent of the 
poverty guideline for the 

borrower’s family size 
and state of residence 

25 years of repayment 

Revised Pay As You 
Earn (REPAYE) 2015 10 percent of 

discretionary income 

150 percent of the 
poverty guideline for the 

borrower’s family size 
and state of residence 

20 years of repayment, 
25 if any loans were for 

graduate or professional 
study 
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Analysis  
The growth of IDR since its introduction in 1992 has tended to involve the protection becoming broader-reaching 

and more generous. The threshold for protected income has risen from 100 percent of the poverty guideline in 

ICR to 150 percent of the poverty guideline in subsequent IDR plans, the proportion of discretionary income that 

borrowers are obligated to pay has fallen from 20 to 10 percent from ICR to REPAYE, and more borrowers are 

entitled to IDR now than ever before. 

IDR’s arc over time can be interpreted as reflecting successive policymakers’ desire to have IDR more completely 

live up to its goal of making federal student loans affordable to the point of making default nearly impossible, 

time-limited, and accessible even for those who would otherwise be more likely to struggle in repayment. As 

mentioned at the outset, the default-preventative aspects of IDR amount to a partial realization of this goal. 

However, even with IDR’s increased scope in mind, it is clear that the protection 

continues not to fully live up to its ideals. Instead, as discussed above, federal 

student loans remain unaffordable and onerous for many, all while delinquency 

and default remain as prevalent as ever outside of the temporary protections 

instantiated in response to the COVID pandemic. This is especially true for Black, 

Latino, and low-income borrowers, who are less likely to successfully access IDR 

and remain worryingly likely overall to face ruinous outcomes as student loan 

borrowers—something IDR was meant to eliminate. 

The contrast between IDR’s growing generosity and the poor outcomes borrowers continue to experience in the 

federal student loan market points to shortcomings both with IDR’s implementation and limits of IDR as a catch-

all solution to the student debt crisis. In particular, several key questions surrounding IDR’s success remain 

unanswered:  

 Are payments under IDR truly affordable for those who can access the protection? 

 Is IDR designed or administered in ways that disadvantage low-income borrowers and borrowers of 

color when it comes to enrolling and navigating servicer bureaucracy? 

Even with IDR’s 

increased scope in 

mind, it is clear 

that the protection 

continues not to 

fully live up to its 

ideals. 
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 Does the availability of monthly income-based payments meaningfully offset the other myriad negative 

consequences that flow from simply having a large (and often growing) outstanding loan balance? 

 Does the choice of 20 to 25 years as thresholds for loan forgiveness remain at all appropriate or 

reasonable?  

 Does income protection actually amount to household financial protection in the first place?  

 Has IDR successfully promoted access to public service careers, both on its own and through Public 

Service Loan Forgiveness? 

 Does requiring borrowers to remain in limbo for decades to access debt cancellation—especially given 

public reporting around how few borrowers in IDR have secured it77—pose its own massive toll on 

borrowers? In particular, what credit reporting consequences does having a large and/or growing debt-

to-income ratio while being enrolled in IDR have on borrowers, and how do those effects ripple across 

borrowers’ financial and personal lives? 

The history and contemporary reality of IDR make clear that while Congress and subsequent administrations 

have taken steps to answer these questions in ways that are beneficial to borrowers, policymakers have still not 

succeeded.  
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Conclusion  
Since 1992, Congress has attempted to alleviate the burden of federal student loan debt by offering income-

driven plans that tie borrowers’ payments to their income and promise forgiveness after a set period of time. Over 

time, these options have tended to become more generous, lowering the proportion of discretionary income they 

take and generally shortening the time before loan forgiveness. This trend has offered federal student loan 

borrowers some limited relief. However, the full promise of IDR remains unfulfilled. As discussed above, 

borrowers who need IDR the most are currently the least likely to access it relative to their level of need, 

borrowers who access IDR continue to struggle, and vanishingly few borrowers have secured loan forgiveness 

through the protection. For IDR to truly live up to its ideals, its history will have to continue into a new chapter. 
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