H.R. 1's Impacts on the
South, Explained:
Student Loans
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On July 4, 2025, H.R. 1 was signed into law, a federal budget reconciliation bill misleadingly named
the “One Big Beautiful Bill Act”. The sweeping changes included in the bill represent a dire threat to
Southern economic security, public health, education, and the social fabric of our region. MDC is
taking a closer look at the projected impacts of the legislation on the 13 Southern states.

H.R. 1 makes it more challenging for students to access higher education and professional degrees,
which will disproportionately harm communities of color, and limits flexibility and forgiveness options
for borrowers who have already taken out student loans. The changes to student loan borrowing are
especially harmful for graduate and professional students, whose average program costs exceed the
new limits on federal borrowing. Without access to federal student loans and affordable repayment
plans, many students will have to choose between riskier private loans or not pursuing higher
education at all, which will lead to projected shortages in critical fields such as rural medical
practitioners. Existing borrowers also now face less flexible repayment options, which will leave some
borrowers facing unaffordable monthly payments and serious financial consequences if they default on
their loans.

Over 15.5 million Southerners have student loan debt, and the cost of higher
education is increasingly unaffordable.

Families rely on federal student loans to close the gap between what families and students can afford
to pay, scholarships and grants offered by the federal government and educational institutions, and the
true cost of tuition, fees, and living expenses. Over 15.5 million Southerners have some student loan
debt, between 12% and 15% of each Southern state’s population. Collectively, these Southern
borrowers owe more than $580 billion in federal student loans - an average of $36,985 per borrower.

While student loan repayment plans and forgiveness options can be complex and have changed over
time, borrowers have historically been able to access plans that limit payments to manageable rates
based on income, and some eventually lead to forgiveness of remaining debt after a certain number of
payments. The Biden administration debuted a very generous repayment plan known as the Saving on
a Valuable Education (SAVE) Plan, which allowed for $0 payments for the lowest-income borrowers by
protecting a percentage of monthly
income more in line with true costs of
living. The plan offered lower monthly
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low initial balances, such as those who did
not finish their degree programs or those
who attended community colleges.


https://educationdata.org/student-loan-debt-by-state
https://www.urban.org/sites/default/files/2023-10/The%20SAVE%20Plan%20for%20Student%20Loan%20Repayment.pdf
https://www.urban.org/sites/default/files/2023-10/The%20SAVE%20Plan%20for%20Student%20Loan%20Repayment.pdf
https://educationdata.org/student-loan-debt-by-state

The plan has faced numerous legal challenges, and H.R. 1 officially ends the SAVE plan as of July 1,
2028, which means that over 2.5 million Southern borrowers who had enrolled in the SAVE plan will

be unable to access the affordable payments and forgiveness options they were promised.

As of August 1, 2025, interest started accruing for borrowers enrolled in SAVE, and while those
borrowers have until the program’s official end date to change plans and are not required to make
payments while still in forbearance, the interest on their loans will continue to accumulate - meaning
their balances grow and their progress toward forgiveness is stalled until they switch to a new plan.
While this may sound simple enough, the Department of Education has slowed access to new or
different income-driven plans, first by removing the online application process and then by failing to
keep up with the backlog of unprocessed change requests. Only through legal action has the
Department of Education finally agreed to release status reports and to process 20-25 year
forgiveness for borrowers who have been eligible for over a year.

Tuition and fees at both public and private colleges have sharply risen over time,
increasing the need for student loans for many families.

Avoiding student loans has become more
difficult as the cost of obtaining a college
degree has risen dramatically over time.
Adjusted for inflation, in-state tuition and
fees at the average public four-year
institution rose 148% from 1963 to 1999
and increased another 57.7% from 2000
to 2025. Out-of-state students typically
pay nearly three times as much as in-state
students. Undocumented students in
many Southern states are ineligible for
federal financial aid and are charged out-
of-state tuition at public universities
despite graduating from in-state high

schools, if they are allowed to enroll at all.

International students are also ineligible
for federal financial aid and must pay the
full price of tuition. Private nonprofit
four-year universities have increased
tuition costs by 41.6% since 2000 after
inflation. As of the 2025-2026 academic
year, tuition and fees at the average
private institution cost almost four times
as much as public institutions. On-campus
student housing and meal plans for 2025-
2026 cost an average of $8,200 and
$6,211, respectively. With the increasing
costs of pursuing a college degree, having
access to student loans and affordable
repayment plans are more critical for
families than ever.

Average Annual Tuition & Fees at Public 4-Year Institutions
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H.R. 1 limits flexibility and affordability for current and future borrowers.

only two options for repaying their loans: a standard plan, which promises equal monthly payments
across repayment periods ranging from 10 to 25 years based on loan amounts, and the Repayment
Assistance Plan (RAP), which would calculate monthly payments based on borrowers’ total adjusted
gross income. Borrowers that take out loans after July 1, 2027 will be unable use economic hardship
or unemployment deferments to pause loan payments, and borrowers will only be allowed to be in
forbearance for up to 9 months during a 2-year period.

Unlike other current income-based repayment plans and the SAVE plan, the lowest-income borrowers
would be asked to pay $10 per month on the RAP instead of $0, and loan forgiveness on the RAP
would be offered after 30 years, instead of 20 or 25 years. The RAP includes some provisions to
ensure loan balances are going down. If a borrower’s monthly payment does not cover all the interest
accrued that month, the government will waive the remaining interest and contribute up to $50 a
month to make up the difference between a borrower’s monthly principal payment to ensure loan
principal balances are reduced by at least $50 per month (e.g., the government would cover only $10
P— for a borrower with a monthly payment that applies $40
Income range toward the principal). Borrowers who take out loans
before July 1, 2026 will still have access to an existing

bl - = plan, the Income-Based Repayment (IBR) plan, which
e = oSt caps payments at either 10% or 15% of borrowers’
$20,000-830,000 2% $33-350 o 9 o .
P —— = P discretionary income and offers forgiveness after 20 or
SO IOOA0000 " S 41es 25 years, depending on if loans were issued before or
FTer— = S50 after July 2014. Notably, a key difference between the
$60,000-$70,000 oX $300-$350 RAP and other current income-driven repayment plans is
$70,000-$80,000 7% $408-$466 that the RAP calculates payments based off of a
$80,000-$90,000 8% $533-8600 borrower’s adjusted gross income and has no cap, while
$90,000-$100,000 9% $675-$750 the others use discretionary income so that borrowers
St R 000 |0 S48 will still have money to pay for living expenses each
Source: National Consumer Law Center month. Thus, the required payments under RAP will be

higher (and could skyrocket unchecked), and because payments are tied to ranges of $10,000, a small
increase in salary that pushes a borrower into the next $10,000 tier could result in a bigger increase in
loan payment than the raise might warrant. Borrowers will be granted a $50 payment reduction per
each dependent child, but this reduction pales in comparison to the monthly cost of supporting a child.
The restrictions in the RAP may cause borrowers to delay professional or personal milestones due to
fears that they will not be able to afford their student loan payments, with little relief in sight.

Graduate and professional students and parents will also face dramatically lowered student loan limits
in H.R. 1 that will make it difficult or impossible for many lower- and middle-income borrowers to
afford their programs. Graduate students are currently able to borrow up to the cost of their program
with Grad PLUS loans, but H.R. 1 eliminates the Grad PLUS loan program entirely and will cap
borrowing at $20,500 per year with a $100,000 lifetime graduate school limit, down from the current
cap of $138,500. Medical and law students now face a yearly limit of $50,000 and a lifetime loan limit
increase from $138,500 to $200,000, which will likely still not be enough to close the gap left by
ending the Grad PLUS program. Borrowers who take out both undergraduate and graduate loans are
also now subject to a $257,500 combined lifetime student loan limit. Finally, families who use Parent
PLUS loans to help students pay for college are now limited to $20,000 per year and $65,000 total
per child - and starting in July 2026, new Parent PLUS borrowers will not be eligible for income-
driven repayment plans.
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Current borrowers have experienced confusion and are unable to access the
affordable repayment plans they were promised.

The changes made in H.R. 1 will have a tremendous impact on current student borrowers, who have
experienced continuously changing messages from the federal government and their student loan
servicers since 2020 when the first pause on student loan payments and interest began. The confusion
has impacted many students: between 25.5% and 40.2% of undergraduate students in each Southern
state use federal student loans.

Current borrowers are now saddled with debt many hoped might have been cancelled under the Biden
administration’s proposed plans that have since been struck down in court, and these borrowers took
out their loans with the understanding that they would have access to repayment plans that will soon
no longer exist. For some, having access to income-driven repayment plans may have been a
contributing factor in the decision to take

out student loans, and the new Repayment e
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Clearly, the changes to and burden of
student loan repayment are having
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Future graduate and professional students will face more restrictions on borrowing
and repayment flexibility.

Future borrowers will face both similar and different complications from H.R. 1 than current
borrowers. With only two repayment plans and limited opportunities to access loan forbearance during
times of hardship, borrowers will be locked into a less flexible system from the moment they take out
their loans. Yet, it is the changes to loan limits and availability that will have transformational impacts
on who has access to higher education and graduate and professional degrees in the future. After the
changes and new loan limits for graduate students begin on July 1, 2026, graduate and professional
students will no longer be able to finance up to the whole cost of their program with Grad PLUS loans,
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and some students will face a gap between how much they can borrow and what they are expected to
pay for their programs. For professional students who didn’t qualify to have their full tuition covered
by direct loans, Grad PLUS loans were a life preserver protecting them from taking out riskier private
loans or facing financial difficulties during their graduate school years. Yet, the new lifetime borrowing
limits for direct loans are lower than the cost of some professional programs like law and medical
degrees, and the bill narrowly limits which disciplines qualify as professional degrees. Over 440,000
borrowers took out Grad PLUS loans in the 2023-2024 academic year, and this type of loan makes up
almost half of a typical graduate borrower’s loan package. Eliminating these loans will force students
to turn to less protected private loans with much higher interest rates, and many students may not be
able to afford their programs at all.

Families of color, rural students and communities will be disproportionately
harmed by H.R.1’s changes to student loans.

Parents who aim to help their children pay for undergraduate degrees through Parent PLUS loans,
which previously had no limit but come with steep interest rates, will also face much stricter borrowing
limits due to H.R. 1. About 6.7% of federal student debt is held by Parent PLUS borrowers, but the
changes will disproportionately impact families of color. In 2022, there was a median wealth gap of
over $240,000 between white and Black families due to structural factors like lack of access to home
ownership and investment opportunities have persisted, so many Black families are relying more on
loans instead of savings to finance higher education. Black families account for 19% of Parent PLUS
borrowers but only 12% of undergraduate students, and over 40% of Black Parent PLUS borrowers
have annual household incomes of $30,000 or less. Parent PLUS loans are an increasingly common
source of funding at Historically Black Colleges and Universities (HBCUs), and the new limits H.R. 1
institutes on Parent PLUS loans will also hurt these institutions as they face new limitations on a key
source of funding. With a cap of just $65,000 per child and no opportunities for hardship forbearance,
the changes to this program may force some students not to pursue a college education and will likely
disproportionately impact families and students of color. H.R. 1 also denies borrowers who take out
Parent PLUS loans after July 1, 2026 eligibility for any type of income-driven repayment plan, meaning
that they will never be able to receive loan forgiveness after making payments for decades. These
loans often have the highest interest rates, and new Parent PLUS borrowers will not have access to
the RAP which ensures balances will not continue to grow. With limited options for repayment,
families will have to make tough decisions about whether the risk of taking out Parent PLUS loans to
fund their student’s education is the right call.

H.R. 1 majorly transforms who can borrow
and how much borrowers can access,
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Yet, ensuring rural residents are able to access higher education is key to the success of rural
communities to combat the “brain drain” narrative. Rural college graduates who want to give back to
their hometowns are more likely to move to rural areas after graduation than students who have never
lived in a rural community. This is especially true for medical students, who may be much more
motivated to practice rural medicine if they are from a rural community, and with the growing number
of rural hospital closures, ensuring that rural students can access graduate and professional degrees is
more necessary than ever. While the true impact of H.R. 1 on rural communities may not be felt for 5-
10 years, it is clear that the changes to the federal student loan program will have inequitable impacts
for families of color and rural communities.

Borrowers can connect with organizations working to advocate for borrower
protections.

To help current and future borrowers navigate repayment, community partners and advocates are
stepping up to help borrowers sort through confusing guidance and rapidly changing information.
MDC facilitates the North Carolina Student Debt Relief Coalition, which offers resources for individual
borrowers and works with organizations hoping to advocate on behalf of student loan borrowers. The
National Consumer Law Center has a Student Loan Borrower Assistance project, and Protect
Borrowers, formerly the Student Borrower Protection Center, advocates for borrowers of all kinds
trapped in predatory loan systems. In the midst of all the changes to the student loan environment,
there is an opportunity to advocate for more borrower protections. Virginia is the only Southern state
that currently has a state-level student loan ombudsman, who is responsible for communicating timely
information to borrowers and helping borrowers resolve issues with their student loans. Additionally,
states can adopt the Student Loan Borrower Bill of Rights, legislation that would provide stricter
oversight for and accountability from student loan servicers. Kentucky, Louisiana, and Virginia are the
only Southern states to adopt these provisions so far. As borrowers continue to wait for the backlog of
income-driven repayment plan applications to be cleared and may face long wait times to reach their
loan servicers by phone, this is a unique opportunity to advocate for state-level student protections
for borrowers.
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