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President Obama Releases Proposal on Higher Education Reform 
 
In late August, President Obama presented a plan aimed at reducing college costs and measuring higher education 
performance. The plan targets a number of areas of federal higher education policy with some new, and some old, 
proposals. Overall, the plan is divided into three baskets: paying for performance; promoting innovation and competition; 
and ensuring that student debt remains affordable.  
 
The most talked-about portion of the President’s plan has centered on the “paying for performance” proposal. Under this 
proposal the U.S. Department of Education (ED) will design a new 'ratings system' to compare colleges and universities 
with similar missions based on 'value.' The President recommends using these ratings in an unspecified formula to award 
student aid by 2018, which would require Congressional approval. In the near-term, however, ED will move forward with 
creating a system to rate institutions. The ratings system will be designed after public hearings around the country, with 
the goal of implementation by fall 2015. Proposed measures of value may include:  

• access, such as percentage of students receiving Pell grants;  
• affordability, such as average tuition, scholarships, and loan debt; and 
• outcomes, such as graduation and transfer rates, graduate earnings, and advanced degrees of college graduates.  

 
Under the plan, ED would refine this rating system over a couple of years with the hope that Congress would award 
federal student aid based on institutional value. In other words, “students attending high-performing colleges could 
receive larger Pell Grants and more affordable student loans.”  
 
The plan also includes a legislative proposal for a Pell bonus that gives colleges additional funding based upon the number 
of Pell students they graduate. It also calls for a more gradual disbursement of student aid for colleges with high dropout 
rates. Additionally, the plan proposes stronger academic progress requirements for student aid, whereby students must 
complete a certain percentage of the courses before receiving continued aid. 
 
The President once again proposes a $1 billion competitive grant for Race to the Top Higher Education. The competitive 
funding would be awarded to states based on each state’s investment in higher education, as well as the state’s promotion 
of institutional value. The plan cites Ohio, Tennessee, and Indiana as models upon which to build. The grant would also 
be designed to “encourage states to provide accelerated learning opportunities, smooth the transition from high school to 
college and between two- and four-year colleges, and strengthen collaboration between high schools and colleges.”  
 
The plan gives significant attention to innovative leaning models such as competency-based coursework. The President 
proposes regulatory waivers for "experimental sites" that promote high-quality, low-cost innovations in higher education, 
as well as easing access to federal financial aid for students enrolled in these programs. The plan also calls for more 
private investment and partnerships to support innovative educational models. These are all items that could be done in 
the near-term without Congressional action. 
 
The President renews his support for expanding the Pay as You Earn program to all borrowers, as well as additional 
outreach to borrowers to inform them of income-based repayment options. Under Pay as You Earn, student borrowers 
have the option to cap their repayment at 10 percent of their monthly income, and to be forgiven of any remaining debt 
after 20 years. This is currently available to borrowers who took out loans after 2011.  
 


