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Introduction

           Over the last decade, the Department of 

Education’s new College Scorecard dataset has 

unearthed the deep gravity of the student debt crisis 

facing our nation.  The cost of tuition at four-year 

universities has more than doubled since 1990 (1), 

and across the nation these rising costs have been 

borne by the 45 million students who now owe more 

than $1.6 trillion dollars in outstanding student debt 

(2). Rewarding careers on graduation remain a dream 

for most, with 43% of college graduates’ first job not 

requiring a college degree (3). These students then

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
  

 

 

These students then struggle to repay their student 

loans, with nearly 10% of undergraduate borrowers 

defaulting on their federal loans within three years of 

graduation (4). Meanwhile, disadvantaged students 

whose families cannot cosign a loan or pay their
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tuition out of pocket, struggle to stay in school at all; 

the most commonly cited reason for dropping out of 

school being the unsustainably high cost of tuition 

(5). The students left with student debt but no 

degree, and are three times more likely to default 

than students who graduate, stifling their early 

adulthood (6).  

          Despite these failures of the current system for 

funding higher education, students continue to enroll 

in higher education in droves for one simple reason: 

College pays off for most students. Young people 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

with Bachelor’s degrees earn almost $20,000 more 

each year than students who only complete high 

school (7).

 

 

 

As rising student debt outpaces the earnings of college graduates, new solutions are 
required to keep higher education affordable.

% Change in Student Debt and Earnings over Time
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Over the course of a forty year career, a study 

conducted at Georgetown University finds that the 

average net present value of an undergraduate 

degree after accounting for the costs of attendance 

is still over $700,000 (8). 

          Students fare even better in fields like 

healthcare and STEM which feature some of the 

fastest growing job markets anywhere in the 

economy (9). For millions of young Americans, the 

opportunity to go to college remains the best hope 

toward economic mobility and a cornerstone of their 

future financial stability. How, then, do we help 

students earn a beneficial education without the risk 

and burden of unmanageable debt?

           Stride Funding offers a particularly promising 

solution: Income Share Agreements. This idea, first 

proposed by Nobel Prize-winner Milton Friedman in 

1955, views these as investments in human capital, 

equivalent to buying shares in a student’s earning 

prospects, where the dividends are contingent on 

future earnings. 

          As a constructive alternative to student loans, 

Income Share Agreements (or ISAs) fund a student’s 

education in exchange for a fixed percentage of that 

student’s earnings for five years after graduation. 

Students pay nothing when earning below a certain 

baseline level of income, typically $30K or $40K per 

year, and total ISA payments never exceed double the 
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original funding amount. This unique structure 

provides several advantages to students:

 

1. Expanding Access to Funding: ISAs fill key funding 

gaps in private and federal student loans, particularly 

for socioeconomically disadvantaged students 

without cosigners. 

2. Outcomes-Driven Approach: ISAs provide 

transparency for students regarding which  schools 

and majors have proven track records of high 

graduation rates, quality employment, and successful 

loan repayment.

3. Downside Protection: ISA payments are more 

transparent and more flexible than student loans, 

providing support to students who are struggling 

financially and thereby preventing compounded 

interest during deferment, and eventual default. 

 

          This white paper documents the failures of 

student loans in each of these areas and lays out a 

detailed agenda for improving the national system of 

financing higher education through Income Share 

Agreements, thereby protecting students, promoting 

progress in schooling, and broadening access to 

higher education and the American Dream. 
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ISAs protect students 

with a flexible payment 

plan

 

          For a young adult who took out loans to pay for 

their education, the worst nightmare is running into 

financial trouble—losing a job, facing unexpected 

bills, or even struggling as part of a national 

recession—and therefore finding themselves unable 

to pay back their student loans (10). When someone 

is late on their student loan payments by ninety days, 

the federal government reports them to the national 

credit bureaus that track their credit history, making it 

difficult to be approved for credit cards, mortgages, 

car loans, and even cell phone plans. Miss payments 

for another six months and they’ll join the 10% of 

undergraduate borrowers who end up in “default”, 

meaning the student will no longer be eligible for 

federal financial aid, they can be sued and taken to 

court, and their wages might be withheld by their 

employer and sent to pay off their loan debt. 
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          The federal government offers several options 

that supposedly provide flexibility and help students 

avoid default, but these options often leave students 

holding more debt than they started with. Stride’s 

proprietary analysis of new data released by the 

Department of Education in January 2021 indicates 

that two years after taking out a student loan, only 

13% of students have made progress towards 

repayment. Forbearance, for example, is a popular 

option taken by over x% of students which allows a 

temporary pause in payments. But unlike an ISA, 

while your federal student loan payments are paused 

during forbearance, you continue to accumulate 

interest and end up owing more than you did before 

forbearance. The same holds true for some forms of 

deferment and the federal Income Driven Repayment 

program, which attempts to mimic the flexibility of 

ISAs but ultimately increases the amount paid over a 

much longer timespan of up to 25 years. In short, 

ISAs offer several benefits over income-driven 

repayment options - if a student’s income does not 

support repayments during any time period, then he 

or she would not be required to pay, and there is no 

interest attached to an ISA and repayments are 

capped.

          These negative credit events not only limit the 

financial futures of graduates, but they hamper the 

very same career success that prompted students to 

pursue higher degrees in the first place. To help 

protect students from late payments, ISA providers 

offer payments that rise and fall with an ISA 

recipient’s ability to pay. When you pay for school 

using an Income Share Agreement, you agree to pay 
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back a fixed percentage of your income for five years 

after school. 

          For example, in exchange for $15,000 in funding 

for school, a student might pay 8% of their total 

income for sixty months (five years) after graduation. 

If someone earns $50,000 in the first year out of 

school, they’ll pay $50,000 * 8% = $4,000 for that 

year. If their income rises to $70,000 after a few 

years, their annual ISA payments will correspondingly 

rise to $70,000 * 8% = $5,600. 

          One of the best features of an ISA is that 

students pay nothing when earning below the 

“minimum income threshold”, typically $30K or $40K 

per year. Using the example above, imagine that two 

years after graduation, there’s a global economic 

crisis (or dare we say, a global pandemic) and our 

hypothetical student is one of the millions of people 

who loses their job. Anytime an ISA-holder is 

unemployed, they automatically pay $0 on their ISA 

for that month and simply wait until they’re earning 

more to pay back their ISA at the same percentage 

rate. Unlike student loans, ISAs don’t charge any
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extra interest or fees just because a student paused 

your payments. 

          As a recent Wall Street Journal article brought 

out, student loans can linger for decades, especially 

under Federal IDR; their analysis showed that 

Americans aged 50 or more owe $300+ billion in 

student loans! Income Share Agreements are 

designed to end after five years and seldom claim 

income streams after 10 years (11). 

          A student’s obligations under an ISA are fulfilled 

as soon as they’ve made 60 monthly payments, 

equivalent to five years of repayment. Student loans 

usually take ten years or more to repay, which means 

ISAs are also better for students looking to pay off 

the cost of their education quickly. For additional 

financial protection, ISAs end early if a student hits 

our “payment cap” of double the initial funding 

amount. So if someone becomes a millionaire with 

their first job out of college, they won’t pay 8% of that 

million dollars, they’ll just pay up to the payment cap 

and then their ISA obligations end. 

ISA vs Student Loans
Payment as % of Income

When students struggle financially, loan payments become more burdensome. 
ISA repayments, however, provide flexibility as they rise and fall with earnings.
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The goal of this unique structure is to ensure that ISA 

repayments remain transparent and affordable no 

matter what financial situation a student might land 

up in. Many recent college graduates have trouble 

finding jobs, especially when the economy isn’t doing 

very well. Missing only a few student loan payments 

will leave a permanent scar on their credit history, 

hurting their credit score, raising the interest rates 

they’ll have to pay in the future, and making it more 

difficult to be approved for credit cards, mortgages, 

and car loans. ISAs protect a student’s financial 

future by having students pay less when they earn 

less, and pay nothing at all while unemployed.  
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"Missing only a few student 
loan payments will leave a 

permanent scar on their 
credit history, hurting their 

credit score, raising the 
interest rates they’ll have to 

pay in the future, and 
making it more difficult to 

be approved for credit 
cards, mortgages, and car 

loans. ISAs protect a 
student’s financial future by 

having students pay less 
when they earn less, and 

pay nothing at all while 
unemployed."  
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ISAs promote access to 

education, particularly 

for students without 

cosigners    

 

          Students often drop out of school because of 

financial concerns. Tuition is expensive, but juggling 

school and a job at the same time can be incredibly 

stressful. When students do not have access to high 

quality funding options, sometimes the only option is 

to leave school without earning their degree. Because 

the private and federal student loan system leaves 

several key gaps in who can receive funding for their 

education, ISAs seek to cover those students who are 

currently neglected. 

          First, there’s the schools that the federal 

government will not fund. Most importantly, this 

includes new kinds of schools like coding bootcamps 

and other skills-based programs that train people in a 

specific profession very quickly and help them find  

well-paid jobs. The government does not allow you to 

take out student loans to fund these educations. But 

coding bootcamps like General Assembly and 
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Lambda School regularly take students who’ve never 

worked in software before (often students without 

college degrees) and, after a few months of training, 

these students find jobs earning over $60K. Stride 

works with bootcamps and other non-traditional 

schools to finance students to earn these rewarding 

degrees. The ISA model is particularly important in a 

situation like this where the school is for-profit, 

because it means the school only gets paid if their 

students successfully land jobs that pay well, aligning 

incentives between school and student.

          Second, even at your standard four-year 

university, there’s plenty of gaps in federal funding. 

Undergraduates can only borrow up to a certain 

amount per year, typically less than $10K. And if 

you’ve already earned a bachelor’s degree but you 

want to go back for a second bachelor’s in a different 

field, you’re entirely ineligible for federal student 

loans. When students cannot access federal loans, 

the private sector needs to step in and provide 

access to educational funding.

 

Stride Funding | ISAs: Towards an Outcomes-Driven Solution for the Student Loan Crisis | stridefunding.com



          Private student loans however often fail to 

adequately support students from disadvantaged 

socioeconomic backgrounds. According to data 

aggregator MeasureOne, 91% of private students 

loans issued in 2019 used a cosigner, someone 

besides the student who uses their strong credit 

history to vouch for the student, and who will be held 

responsible for payments if the student fails to pay 

back the loan. But for students who lack the financial 

support of a well-off parent, getting a cosigner can be 

difficult or impossible. According to data from the 

Urban Institute, less than half of black households 

have the 670+ credit score necessary to cosign a 

student loan (12, 13). Even worse, some student loan 

applications directly consider the financial status of a 

student’s parents when deciding if the student is 

eligible for a loan. (Just think, have you ever been 

asked to list your parents’ education, occupation, and 

income on an application for a financial product?)

          Stride ISAs never require a cosigner, or any 

other information about your family’s financial 

background. Instead, we approve students for ISAs 

based on the quality of their school’s degree program 

and the credit history of the student themselves. This 

promotes access to education by ensuring that any 

two students from the same degree program will 

always receive the same ISA rate, regardless of their 

family’s socioeconomic background. 

 

Stride Funding | A Whitepaper on Higher Education Funding | stridefunding.com

"Stride ISAs never require a 
cosigner, or any other 

information about your 
family’s financial background. 
Instead, we approve students 
for ISAs based on the quality 

of their school’s degree 
program and the credit history 

of the student themselves."
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ISAs help students 

choose the right degree 

program

 

          One of the most important causes of the 

ongoing student debt crisis is the simple fact that 

many degree programs fail to provide their students 

with good job prospects after graduation. For-profit 

colleges are often singled out for charging students 

exorbitant tuition and fees, only to see many of those 

students drop out and not reap the benefits of the 

degree they borrowed for and worked towards. At 

public and non-profit institutions, the culprits are 

often particular majors where tuition is high but 

earnings are low. Such majors often help students 

flourish intellectually, which is extremely valuable for 

its own sake and one of the most important parts of 

getting an education, but it shouldn’t have to come at 

the cost of decades of financial stress when paying 

back the cost of that education.

          Choosing the right degree program is one of the 

most important ways for students to ensure their 

future financial safety. This means choosing a major 
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where you can reasonably expect to succeed 

academically and find well-paid employment, finding 

a school that provides a strong education and good 

outcomes at low cost within that major, and 

understanding what level of education is most 

appropriate for your professional goals. 

          Unfortunately, most student lenders ignore a 

student’s school and major, and simply underwrite 

based on the student’s credit history and other 

factors that the student cannot change going 

forwards. But under the ISA model, Stride only gets 

paid when our students achieve financial success. 

That’s why we help students understand likely career 

outcomes across a host of programs. 

The most important way Stride helps students 

identify high quality degree programs is by offering 

quality-driven pricing and not funding programs 

where the projected earnings (after accounting for 

key risks like non-graduation) don’t justify the cost. 

For example, Stride only funds schools with good 

graduation rates, because too many schools 

encourage students to borrow money , only to watch 

those same students drop out without a degree when 

the university fails to provide adequate academic and 

financial support for the students. That’s why Stride 

focuses on programs with a track record of 

graduation and career success, so the students can 

afford the risk-adjusted cost of their education. This 

aligns the cost and value of education, and brings 

quality education within the financial reach of every 

qualified student.

          Within schools that provide a strong education 

to their students, Stride offers lower ISA rates to  

"Under the ISA model, Stride 
only gets paid when our 
students achieve financial 
success. That’s why we help 
students understand likely 
career outcomes across a 
host of programs."
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Outcomes for Ten of the Most Popular Majors
 

majors and degrees that have better graduation and 

employment outcomes to ensure that its students 

end up repaying similar amounts. For example, Stride 

offers more attractive rates to nursing students, who 

have some of the best earnings in the country (14, 

15) compared to biology students who can be well-

prepared for graduate school but have a notoriously 

difficult time finding a job after graduation. Biology 

and nursing are closely related academic fields 

where success in one will prepare you well for the 

other, so when a student is considering borrowing 

substantial amounts of money to pay for their higher 

education, it is prudent that they at least understand 

the significance of that choice. These choices are 

critical to the financial wellness of students as 

evident from the low federal loan repayment rates 

among certain majors in the recently released DoE 

data. For example, for biology majors the repayment 

rate after two years of graduation is less than 50%. 

          Finally, Stride is building a proprietary school 

rankings system—Stride Scores—that will show 

students differences in value between schools for the 

same majors and degrees. One comparison we like 

         to highlight is the difference between name 

brand elite universities and their public or otherwise 

lower cost counterparts. Someone looking for a 

nursing degree in New York, for example, might be 

tempted to borrow significant sums of money to 

attend an elite private university like Columbia or 

NYU. But Department of Education data tracking 

graduates of those universities shows that students 

earn just as much when graduating from public 

schools like CUNY Hunter College or lower cost 

private options like Mercy College. The ISA model 

keeps us focused on real world student outcomes, 

allowing us to ignore prestige and help students find 

an education with great value at a low cost. Our ISA 

rates are public and provide a value-based 

understanding of outcomes and help students make 

their college decisions.

 

Starting salary data comes from the Department of Education’s College Scorecard; 
employment rates are from NACE’s 2018 outcomes report.
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Fixing higher education 

requires cooperation 

between stakeholders

 

           Stride is committed to improving the state of 

higher education by expanding access to flexible 

funding options that support disadvantaged students 

while promoting successful schools and programs. 

Over the first two years of business, we’ve secured 

millions of dollars in impact funding for students, 

fielded over twenty thousand student applications, 

and established trusted partnerships with key 

schools and bootcamps. But we can’t solve these 

problems alone -- here’s how you can help. 

          The exorbitant price inflation in the US has been 

driven by the availability of unlimited and 

unconditioned government guaranteed student loans  

and the commercial nature of American universities 

that operate like profit maximizing businesses while 

enjoying charity-like tax exemptions. By setting the 

rules of the financing system -- government 

influences every other actor within higher education. 

Consistent policies and clear regulations will help 

clear the path for catalytic innovations that would 

improve the system for the better. 
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          As one of the nation’s leading proponents of 

Income Share Agreements, we at Stride Funding 

would be thrilled to see the federal government set 

rules and regulations for Income Share Agreements. 

Currently, ISAs exist in an opaque regulatory 

environment, with a lack of clarity across various 

state and federal regulatory and financial 

frameworks. Several Congressional bills have put 

forth ideas for standardizing the industry. As more 

students look to ISAs to cover the shortcomings of 

student loans, the federal government will need to 

give ISA providers the same guidance and oversight 

that student loan providers have long enjoyed. 

          The Department of Education specifically 

should be commended for the College Scorecard, 

part of an ongoing effort to collect and publish data 

on student outcomes. Yet many improvements are 

still necessary. Non-graduating students are one of 

the most vulnerable student populations, yet they’re 

excluded from federal data on earnings, default, and 

debt. 

"Non-graduating students 
are one of the most 
vulnerable student 
populations, yet they’re 
excluded from federal data 
on earnings, default, and 
debt."
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Future iterations of the College Scorecard should 

also quantify how long it takes students to find jobs 

after graduation, and provide more detail on the full 

distribution of income beyond the median student. 

Continuing to collect and publish more of this data is 

one of the best ways to enable schools, businesses, 

and academics to identify and solve specific 

problems across the higher education landscape, but 

the role of government must not end there. Instead, 

schools should be held accountable for their 

outcomes through regulations like Gainful 

Employment, where schools earn eligibility to receive 

federal student loan money by proving that they help 

students achieve strong post-graduation outcomes.

          Universities should proactively buy into an 

outcomes-driven effort to expand access to funding 

for their students. This begins with collecting and 

publishing data on graduation rates, employment 

outcomes, and success in paying back student loans 

in compliance with or above and beyond the 

requirements of the College Scorecard. Those 

schools who truly believe in the quality of their 

education should consider investing in their own 

students through school-sponsored ISA programs, 

providing low-cost funding for students where the 

school only gets paid when students achieve 

successful outcomes like graduation and landing a 

job. Schools can then use any excess payments from 

graduates who perform better than expected to 

reinvest in lower-cost funding for riskier student 

populations. Similarly, socially responsible investors 

and private corporations should partner with schools 

and funding providers in offering subsidized ISAs to 

underprivileged students. 

           Proactive steps by students can be most 

important for the future of higher education. Students 

should take advantage of the detailed data now 

available regarding differences in outcomes between 
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"Those schools who truly 
believe in the quality of their 
education should consider 
investing in their own 
students through school-
sponsored ISA programs, 
providing low-cost funding 
for students where the 
school only gets paid when 
students achieve successful 
outcomes like graduation 
and landing a job." 

schools and majors in order to make informed 

decisions about which degree to pursue. Stride 

Funding is happy to help students with these 

decisions, via both the information on our website 

and through one-on-one correspondence. Finally, for 

any students looking to fund their education, 

particularly students without access to federal 

funding, you can click here for a quick quote on an 

Income Share Agreement with Stride!
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Conclusions

           Higher education remains one of the greatest 

opportunities for economic and social mobility. Also 

it helps students to flourish intellectually, develop 

personally and professionally, and set themselves up 

for a successful life. This paper has outlined several 

important shortcomings of the higher education 

system, discussed how these problems can be 
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alleviated by Income Share Agreements, and set forth 

an agenda for the ecosystem moving forwards. In 

short, the problems and their solutions are:

 

1. All students need access to educational funding 

with downside protection when unforeseen events 

happen in their lives. And Income Share Agreements 

fill this key gap in student loan funding.

2. Students need degree programs that will improve 

their economic mobility. ISAs focus on educational 

outcomes instead of past financial history, providing 

increased access for students pursuing programs 

that are likely to create strong career outcomes after 

school. 

3. Income Share Agreements support the most 

vulnerable students by charging lower-earning 

students less, and having unemployed students pay 

nothing until they’re earning well again.  Unlike private 

student loans, ISAs seek to support students from 

disadvantaged backgrounds by not requiring 

cosigners, and helping them find good jobs - creating 

a win-win partnership.

 

          Thus, Income Share Agreements could be a 

significant part of the solution to the current 

challenges in financing higher education, aided by the 

increasing availability of outcome data and the rapid 

advances in data science. ISAs improve the system 

by aligning incentives, reducing fees, mitigating 

student risks, and by improving the quality of higher 

education and career placements. With innovative 

models and collaboration across business, 

government, universities, and students, there is no 

challenge that our educational system cannot 

overcome.  
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