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Introduction 
Four-year colleges and universities have experienced escalating financial turmoil for decades, 
exacerbated in recent years by the Great Recession. The resulting price hikes and out-of-
control student debt have led to burdensome financial pressure, stifled access, and decreasing 
quality. The impact on the lives of millions of Americans, and the general economy, necessitates 
a long-term, holistic solution that will make college permanently affordable and accessible for 
all. 

As this document explains, the existing college financing options and noteworthy alternative 
proposals provide only short-term relief for students, if any, and do nothing to permanently fix 
core problems like increasing costs and unpredictable funding. It was only after careful 
consideration of all the options, the history of higher education, and the current political climate 
that it became clear an entirely new model was needed. The College 2.0 Plan remedies the 
respective shortcomings of otherwise well-intentioned prior approaches for a wholly 
encompassing new solution—one not only built on access and affordability, but growing revenue 
and cutting costs. Redesigning higher education finance from the ground up also presented the 
opportunity to mend several other associated problems, like the broken textbook market, 
problematic federal financial aid process, and lacking career support.

The version of College 2.0 published here has been designed with solely nonprofit four-year 
undergraduate institutions in mind, addressing the growing student debt of millions of borrowers. 
Despite that focus, FICS America recognizes that a bachelor’s degree is not necessarily the 
right path for everyone. The community colleges, trade schools, for-profit institutions, and 
graduate and professional programs that scores of students enroll in each year confront their 
own sets of challenges, many of which extend beyond the scope of the primarily financial 
solutions offered by College 2.0. FICS America hopes to address the needs of other types of 
higher education institutions in future work.

A finance-oriented solution will not solve every issue in four-year undergraduate higher 
education today. Academic preparedness, learning enhancements, support at home, campus 
climate, and many other challenges are in need of solutions, and may best be solved through 
other means.

College 2.0’s origins are unorthodox—it was conceived in the offices of a college newspaper as 
a proposal for the University of California system, and it eventually grew into a sweeping 
solution for any institution in the US. That deep connection with the 21st century undergraduate 
experience allows for a rare and valuable student-centric viewpoint to make its way throughout 
the College 2.0 Plan.

FICS America’s unique perspective is an asset in a landscape filled with short-term fixes, but it 
does not mean College 2.0 was not informed by expertise. Any groundbreaking and untested 
solution would face its fair share of scrutiny, but one from recent graduates is subject to an 
elevated barrier to credibility. With that burden of proof came a drive to seek guidance from 
those whose voices and experiences can contribute to building the most informed plan possible. 
A broad array of experts, administrators, faculty members, students, lawmakers, community 
members, graduates, and parents provided valuable input over the course of College 2.0’s 
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seven-plus years of development. From its beginnings as the Fix UC Student Investment 
Proposal to today, College 2.0 has been grounded in the knowledge of higher education’s many 
stakeholders.

College 2.0 represents a synthesis of current higher education policy wisdom, crafted from an 
evidence-based design strategy that relies on empirical research and builds on it with innovative 
new approaches. This annotated version of the College 2.0 Plan serves as a window into FICS 
America’s decision-making behind the College 2.0 Model, delivering the rationale for each 
College 2.0 feature and its lineage in expert knowledge. The cited sources account for just a 
fraction of the material consulted in the development process of the College 2.0 Plan and act as 
representative examples of the overall perspectives and research that influenced it.

For College 2.0 to make a positive, measurable impact on higher education, its various 
stakeholders must carry the torch to implementation. In light of student debt's worsening effects 
on an entire generation, College 2.0 had to be practical—or what I like to call the feasible ideal. 
FICS America designed College 2.0 to solve higher education finance in the least politically 
contentious way possible, putting as much power to implement in the hands of institutions with 
as little federal legislation as necessary. The College 2.0 Institutional Implementation Guide 
outlines the series of steps institutions can take to go 2.0, starting with FICS America 
consultation and moving through the transition committee process, ultimately allowing schools 
to craft the model that works best for them. 

However, some core aspects of the model require Congressional approval—creating the 
SendSafe program of the IRS and allowing veterans to use their GI Bill benefits with College 2.0 
schools. Importantly, the first steps toward College 2.0 can go ahead prior to federal action. 
Institutions can begin the transition proceedings immediately, including the exploratory 
committee’s planning work, and can simultaneously send a powerful message of support for the 
passage of College 2.0 legislation. Policy experts, researchers, and journalists also play a key 
role in analyzing College 2.0 to inform the public and further investigate its viability. 

It is our hope that, as institutions and policymakers make progress toward implementing College 
2.0, targeted research and study will be applied to the many groundbreaking elements 
introduced by the plan. From its impact on access and completion rates to outcomes in the labor 
market, College 2.0 will only benefit from the same scholarly attention that was applied to the 
research that informed it.

The movement toward a brighter future for America’s college students depends on everyone's 
involvement. Policy experts conduct studies and research. Students, faculty, parents, and 
alumni spread the word and provide political pressure. Administrators move forward with the 
exploratory process. Lawmakers pass the necessary legislation and dedicate funding where 
they can. This document, and the many other tools provided by FICS America, account for just a 
fraction of the effort it will take to transform College 2.0 from a good idea to a tangible solution 
for millions of students. If achieved, College 2.0 would mark a watershed moment in the history 
of higher education, and I have written the following document with the understanding that its 
lofty goals are entirely within our grasp.
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The Basics 

Early in the process of designing our solution to the higher education crisis, FICS 
America understood that it doesn’t make sense to charge students at a time in their 
lives when they cannot afford it. The fundamentals of the traditional college finance 
model are based on an antiquated relationship students had with colleges over a 
century ago—one that relied on wealthy parents to financially support their children’s 
higher education costs. Dating back to the earliest American postsecondary institutions, 
college was once the sole domain of the highest-earning families, and those institutions 
were proportionately far smaller than they are today. While the demographics of college 
students have changed dramatically, the model for funding higher education has 
remained the same: colleges charge a tuition price that students must pay up front.1

As low and middle income class families began sending their children to college, the 
emergence of state-funded public colleges, need-based grants, and student loans 
helped facilitate access to a degree. (See Part 2) However, even those responses failed 
to evolve and expand at the same pace the college-going population did. College costs 
now vastly exceed what most families are able to afford, and working your way through 
college is no longer feasible.   Despite widespread financial aid programs, not all 2 3

students get the financial support they need.4

 Lumina Foundation. (2016). Who is Today’s Student? Retrieved from https://www.luminafoundation.org/1

resources/todays-student  

 Government Accountability Office. (2014). State Funding Trends and Policies on Affordability: Report to 2

the Chairman, the Honorable Tom Harkin, Committee on Health, Education, Labor, and Pensions, United 
States Senate. Retrieved from http://www.gao.gov/assets/670/667557.pdf  

 Narula, S. K. (2014, April 1). The Myth of Working Your Way Through College. The Atlantic. Retrieved 3

from https://www.theatlantic.com/education/archive/2014/04/the-myth-of-working-your-way-through-
college/359735/ 

 Lynch, M., Engle, J., Cruz, J. L., & The Education Trust. (2011). Priced Out: How the Wrong Financial-4

Aid Policies Hurt Low-Income Students. Retrieved from http://edtrust.org/wp-content/uploads/2013/10/
PricedOutFINAL_2.pdf 
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1  
At four-year colleges and universities that adopt the College 2.0 model, 
students pursuing a bachelor’s degree pay no tuition or fees, nor do they incur 
any up-front costs relating to room and board, books, or other indirect 
expenses. 
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Students and their families aren’t the only ones impacted by the influx of student loans. 
America’s economy as a whole, ideally a benefactor of the widespread pursuit of higher 
education, suffered from the drag of $1.3 trillion in student debt by 2015. Although 
Bachelor’s degrees lead to higher earnings, mounting debt obligations and rising costs 
of attainment have hacked away at those net gains.   Student debt’s role in the 5 6

economy affects everyone, from the national level to states and local communities, and 
its growing consequences should be of universal concern. 

To truly have a meaningful impact on access and affordability, the barrier of up-front 
expenses must be removed, from compulsory tuition and textbooks to optional room 
and board.  Therefore, a key provision of College 2.0 for participating institutions is that 7

all students have no up-front costs required of them. By eliminating the root cause of 
higher education’s escalating affordability crisis, College 2.0 can permanently alleviate 
its many symptoms, including burdensome loans (See Part 2), unclear financial 
information when selecting a college (See Parts 10, 45), stifled price competition 
between colleges (See part 11), financial completion barriers (See below), and sticker 
price shock. (See Part 10)

One of the most significant contributors to tuition hikes has been massive state funding 
cuts for public colleges. While cuts in state funding spiked during the Great Recession, 
the trend long predates the financial collapse in 2008.  The extent to which state 8

support has fallen can be seen in its share of total college revenue, which in 2012 fell 
below student tuition revenue for the first time in a century.  This means that students 9

financially contribute more to their education at public state colleges than states do.  10

 Cochrane, D., Reed, M., & The Institute for College Access & Success. (2015). Student Debt and the 5

Class of 2014. Retrieved from http://ticas.org/sites/default/files/pub_files/classof2014.pdf 

 Schneider, M., College Measures, & American. (2015). Education Pays in Colorado: Earnings 1, 5, and 6

10 Years After College. Retrieved from http://www.air.org/sites/default/files/downloads/report/Education-
Pays-in-Colorado-Schneider-April-2015.pdf 

 Chaplot, P., Cooper, D. M., Johnstone, R., Karandjeff, K., Lumina, & National Center for Inquiry and 7

Improvement. (2015). Beyond Financial Aid - 6 tested strategies to help low-income students. Retrieved 
from http://www.luminafoundation.org/resources/beyond-financial-aid-guidebook 

 Johnson, N., Yanagiura, T., Postsecondary Analytics, & Association of Public & Land-grant Universities. 8

(2015). How Did Revenue and Spending per Student Change at Four-Year Colleges and Universities 
Between 2006-07 and 2012-13? Retrieved from http://www.aplu.org/library/public-university-spending-
per-student-between-2006-07-and-2012-13/file 

 Government Accountability Office. (2014). State Funding Trends and Policies on Affordability: Report to 9

the Chairman, the Honorable Tom Harkin, Committee on Health, Education, Labor, and Pensions, United 
States Senate. Retrieved from http://www.gao.gov/assets/670/667557.pdf 

 The Pew Charitable Trusts. (2015). Federal and State Funding of Higher Education: A Changing 10

Landscape. Retrieved from http://www.pewtrusts.org/~/media/assets/2015/06/
federal_state_funding_higher_education_final.pdf 
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The gradual shift in financial support from states to students and their families has 
played a key role in the sharp drop in access and affordability.  (See Part 12) 11

Colleges have cut some spending in response to funding cuts, leading to steep declines 
in academic quality, including the loss of faculty positions (often replaced with adjunct 
lecturers), slashed course offerings, and consolidated or eliminated programs, 
departments, or schools.  To further make up for lost state funding, colleges have been 12

boosting out-of-state enrollment, adversely affecting low income students’ access.  13

(See Part 16 for out-of-state students on College 2.0) And yet, with competition for 
students and faculty stronger than ever, cuts have not been enough to stave off rising 
prices. (See Part 11 for upward price pressures) 

Increased state funding isn’t impossible, and College 2.0 creates incentives to do so. 
But achieving sufficient state support to replenish lost funds and enable affordability 
grows more difficult each year as costs rise. Understanding the matter as too urgent to 
wait for other earth-moving policy shifts, the FICS America team grappled with devising 
a way to provide colleges with the revenue they need while doing so within students’ 
means. This document explores the ways College 2.0 solves the many problems 
students encounter as a result of tuition hikes and loans, but in a model that is 
sustainable in the long-term amidst the ever-changing tides of economics and politics. 

The traditional tuition model’s continued legacy, and short-sighted attempts at short-
term financial relief over the past half-century, perpetuate college-goers’ dependence on 
student loans to finance their education. Shifting financial contributions for those 
educational costs to the period when individuals actually enter career and earn a stable 
income creates a relationship exponentially more affordable, because those individuals 
have a disposable income with which they can support their institution. 

 Baylor, E., & Center for American Progress. (2014). State Disinvestment in Higher Education Has Led 11

to an Explosion of Student-Loan Debt. Retrieved from https://cdn.americanprogress.org/wp-content/
uploads/2014/12/BaylorStateDivestment.pdf 

 Mitchell, M., Leachman, M., & Center on Budget and Policy Priorities. (2015). Years of Cuts Threaten to 12

Put College Out of Reach for More Students. Retrieved from http://www.cbpp.org/sites/default/files/atoms/
files/5-13-15sfp-release.pdf 

 U.S. Department of Education. (2016). Fulfilling the Promise, Serving the Need: Advancing College 13

Opportunity for Low-Income Students. Retrieved from https://www2.ed.gov/about/overview/focus/
advancing-college-opportunity.pdf 
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Although once intended to alleviate the burden of college costs, student loans now 
facilitate many of higher education’s core problems, including out of control student debt 
and skyrocketing tuition prices. Any plan to fix these issues must first do away with the 
reliance on student loans, and not simply make them easier to afford. 

The influx of student loans can be attributed in large part to the Higher Education Act of 
1965, Congress’ first major response to what was, even in the mid-1960s, a trend 
toward decreasing affordability and shifting demographics among college-goers. The 
federal loans were introduced as a means of covering any up-front costs beyond what 
students’ families could afford and shifting that cost to a time when students could pay 
them (upon graduating and entering a career). In doing so, Congress made a de facto 
acknowledgement of the burden placed upon students by tuition and fees, and the loans 
were a modest and manageable option for the comparatively low cost of college at the 
time.  14

In the generations since the passage of the Higher Education Act of 1965, college 
affordability has plummeted for low and middle-income students, even as stop-gaps like 
tax credits were introduced.  The percent of average cost covered by the Pell Grant, 15

the federal government’s need-based gift aid, has dropped from 67% in 1970 to 27% in 
2012. Between just 1992 and 2012, the percentage of bachelor’s degree borrowers 
grew from 49% to 71%.  The data tells a deeper story about the state of college 16

finance: the shift from paying with family savings to paying with student loans.  17

The financial aid system that was designed to lessen the financial hardship on students 
has in fact contributed to it. More and more institutions have subscribed to a “high 
tuition, high aid” pricing model that pushes up net prices as financial aid offerings 

 Lumina, & IHEP. (2015). How Did We Get Here? Growth of Federal Student Loans. Retrieved February 14

2, 2016, from https://www.luminafoundation.org/resources/student-loans-how-did-we-get-here 

 Silliman, B. R. (2002). Federal Tax Policy in the Making: 32 Years to Enact College Tuition Tax Credits. 15

Review of Business, 23 (1), 38–43. 

 Cahalan, M., Perna, L., The Pell Institute, & PennAHEAD. (2015). Indicators of Higher Education Equity 16

in the United States: 45 Year Trend Report. Retrieved from http://files.eric.ed.gov/fulltext/ED555865.pdf 

 Cochrane, D., Cheng, D., & The Institute for College Access & Success. (2016). Student Debt and the 17

Class of 2015. Retrieved from http://ticas.org/sites/default/files/pub_files/classof2015.pdf 
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2  
Loans play no part in financing, and they are not accepted as payment for 
educational expenses. Therefore, participating students graduate with no 
loan debt.
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struggle to catch up.  As the traditional pricing discrepancy expands outward, fewer 18

students are able to actually afford the increasing prices and, as follows, more and more 
students end up stretched thin in the middle, needing financial aid and ultimately taking 
out more in loans.  Financial aid, particularly the Pell Grant, is invoked by institutions 19

as a counterpoint to their rising prices, inflating institutional resources so that institutions 
can fare better in rankings and prestige while maintaining some clear conscience 
because aid is available for low-income students.  It is under this strategy that the Pell 20

Grant assumes the role of “institutional aid,” rather than student aid.  21

If students are to finance their college education following college, loans are an 
inflexible and burdensome means of doing so. From the moment a student’s first loans 
are taken out, they begin accruing interest and continue to throughout that student’s 
educational career. Interest rates are not always set in stone, and in the case of federal 
loans, they are adjusted on political whims.  Upon graduating, borrowers typically have 22

a six month grace period before bills arrive, and while some loans offer periods of 
deferment if the borrower cannot begin paying, interest continues to accrue. While 
borrowers face growing financial commitments as interest builds, the federal 
government sees a sizeable profit from its traditional loan programs.   Colleges don’t 23 24

see any of those funds, instead resorting to charging steeper tuition to see a growth in 
revenue. And the availability of loans doesn’t adequately pressure institutions to stop 

 Watkins, M. (2017, March 17). As Texas higher ed tuition rises, financial aid is covering less and less. 18

The Texas Tribune. Retrieved from https://www.texastribune.org/2017/03/17/texas-financial-aid-becomes-
less-ambitious-while-number-needy-students/ 

 Douglas-Gabriel, D. (2015, January 29). Middle-class families are fed up with their financial aid options. 19

The Washington Post. Retrieved from https://www.washingtonpost.com/news/get-there/wp/2015/01/29/
middle-class-families-are-fed-up-with-their-financial-aid-options/   

 Burd, S., & New America. (2014). Undermining Pell, Vol. II: How Colleges’ Pursuit of Prestige and 20

Revenue is Hurting Low-Income Students. Retrieved from https://www.newamerica.org/documents/820/
undermining-pell-volume-ii 

 Pingel, S., Sponsler, B. A., & Education Commission of the States. (2015). Redesigning State Financial 21

Aid: Principles to guide state aid policymaking. Retrieved from http://files.eric.ed.gov/fulltext/
ED556236.pdf 

 Carrns, A. (2014, July 1). Interest Rates for Student Loans Just Went Up. The New York Times. 22

Retrieved from https://www.nytimes.com/2014/07/02/your-money/student-loans/interest-rates-for-student-
loans-in-america-just-went-up.html   

 Klimasinska, K. (2015, April 8). The U.S. Government’s $800 Billion Gamble on Student Loans. 23

Bloomberg. Retrieved from https://www.bloomberg.com/news/articles/2015-04-08/the-u-s-government-
s-800-billion-gamble-on-student-loans 

 Congressional Budget Office. (2016). CBO’s March 2016 Baseline Projections for the Student Loan 24

Program. Retrieved from https://www.cbo.gov/sites/default/files/recurringdata/51310-2016-03-
studentloan.pdf 
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the price hikes.  (See Part 11 for price buffers) Once adopted expand access by 25

providing supplemental assistance for modest college expenses, student loans have 
morphed into a necessary evil for a majority of students pursuing a bachelor’s degree in 
the United States. 

The negative effects of student loans are not limited to life after college. Their 
accumulation can also impede completion while students are in school, 
disproportionately impacting completion for middle- and low-income students.  26

Completion Rates - Financial Factors Pt. I 
With College 2.0, we saw an opportunity to leverage participants’ long-term relationship 
with their institutions as a way to create an unprecedented support system that fosters 
completion and success. Completion rates are largely 

impacted by four categories of factors; prior work in this area has found that academic 
preparedness accounts for about 25% of dropouts, and financial, psychological, and 
institutional factors make up the remaining 75%.    Academic preparedness extends 27 28 29

beyond the scope of College 2.0, but the nonacademic contributors to low completion 
rates, particularly for underrepresented students, can be alleviated by various aspects 
of the College 2.0 Plan. College 2.0 takes a multifaceted approach to boosting 
completion, understanding that the confluence of many factors make the biggest 
difference when it comes to whether students complete.  This document explores 30

completion through the following College 2.0 features: 

• Financial: The removal of up-front costs and student loans, incentives to complete 
faster (See below and Part 22) 

 Lucca, D. O., Nadauld, T., Shen, K., & Federal Reserve Bank of New York. (2016). Credit Supply and 25

the Rise in College Tuition: Evidence from the Expansion in Federal Student Aid Programs. Retrieved 
from https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr733.pdf 

 Dwyer, R. E., Third Way, & NEXT. (2015). Student Loans and Graduation From American Universities. 26

Retrieved from http://s3.amazonaws.com/content.thirdway.org/publishing/attachments/files/000/000/899/
Third_Way_NEXT_-_Student_Loans_and_Graduation.pdf 

 Spradlin, T. E., Rutkowski, D. J., Burroughs, N. A., Lang, J. R., & Center for Evaluation & Education 27

Policy Indiana University. (2010). Effective College Access, Persistence and Completion Programs, and 
Strategies for Underrepresented Student Populations: Opportunities for Scaling Up. Retrieved from http://
wwws.isu.edu/acadaff/pdf/Retention%20Documents/Indiana_Special_Report.pdf 

 Tinto, V., & Cullen, J. (1973). Dropout in Higher Education: A Review and Theoretical Synthesis of 28

Recent Research. Retrieved from http://files.eric.ed.gov/fulltext/ED078802.pdf 

 Turner, S., & National Bureau of Economic Research. (2004). Going to College and Finishing College: 29

Explaining Different Educational Outcomes. College Choices: The Economics of Where to Go, When to 
Go, and How to Pay For It. Retrieved from http://www.nber.org/chapters/c10097 

 Angrist, J., Lang, D., & Oreopoulos, P. (2008). Incentives And Services For College Achievement: 30

Evidence From A Randomized Trial. American Economic Journal: Applied Economics. Retrieved from 
http://economics.mit.edu/files/2939 
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• Psychological: The creation of mentorship to assist with inclusiveness, academics, 
and career pursuits (See Part 30)  

• Institutional: The bolstering of nontraditional student and special circumstances 
supports (See Part 20)  

The impacts of rising cost and student loans on the educational opportunities of low-
income students is not a new phenomenon.  When students have unmet need, or 31

costs they must cover after all available financial aid and loans have been dispersed, 
they’re faced with the options of working more hours, attending school part-time, placing 
additional burden on their families, or not completing altogether.  The six-year 32

graduation rate for first-time, full-time undergraduates starting in Fall 2008 at four-year 
institutions was just only 60%, and the rates for low-income students are even lower.    33 34

Reducing financial barriers to higher education has been shown to improve student 
completion rates.  By completely eliminating up-front tuition, unmet need, and loans, 35

the College 2.0 plan not only expands access to those who seek it, but removes 
affordability as an obstacle to completion.  

With the job market increasingly requiring bachelor’s degrees for good paying jobs, 
college is an important option for those looking toward a strong start in life. It has 
historically provided advancement opportunities for those from disadvantaged 
backgrounds, and holds even greater potential to do so with greater access and 

 Advisory Comittee on Student Financial Assistance. (2001). Access Denied: Restoring the Nation’s 31

Commitment to Equal Educational Opportunity. Retrieved from http://files.eric.ed.gov/fulltext/
ED453770.pdf 

 Guo, J. (2014, October 20). Why poor kids don’t stay in college. The Washington Post. Retrieved from 32

https://www.washingtonpost.com/news/storyline/wp/2014/10/20/why-poor-kids-dont-stay-in-college/ 

 National Center for Education Statistics. (2016). Undergraduate Retention and Graduation Rates. 33

Retrieved from https://nces.ed.gov/programs/coe/indicator_ctr.asp 

 Nichols, A. H., & The Education Trust. (2015). The Pell Partnership: Ensuring a Shared Responsibility 34

for Low-Income Student Success. Retrieved from https://edtrust.org/wp-content/uploads/2014/09/
ThePellPartnership_EdTrust_2015.pdf 

 Bettinger, E., & National Bureau of Economic Research. (2004). How Financial Aid Affects Persistence. 35

College Choices: The Economics of Where to Go, When to Go, and How to Pay For It. Retrieved from 
http://www.nber.org/chapters/c10101 
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affordability. A four-year college education also benefits our communities by preparing 
individuals for citizenship and civic engagement. The benefits of college are widespread 
and impact us all. 

As discussed elsewhere in this document, the prospect of widespread free four-year 
college education has dwindled after decades of changes in public institutions’ 
relationship with state funders, making tuition-free college a fiscal, political, and 
organizational pipe dream in many states, let alone nationally. (See Part 12 for State 
College 2.0) The State College 2.0 Model provides states that wish to fund the tuition 
costs of its students with the option to do so without falling into the pitfalls of other free 
tuition proposals. But institutions in other states still face obstacles to affordability, so in-
state contribution decrease percentages offer less-financially demanding options to 
support student success. (See Part 14) 

Affordability inherently depends on what an individual earns. FICS America created 
College 2.0 as a matter of necessity, crafting the most ideal solution to a higher 
education funding environment that has moved too far in the direction of reliance on 
hefty student loans. If future students have to pay for higher education themselves, 
College 2.0 will make that financial relationship as supportive, affordable, accessible, 
and stable as possible. Having weighed the merits of prior models, FICS America 
concluded that the most affordable system of financial contribution is one that aligns the 
incentives of both students and institutions—each participant’s income determines the 
institution’s funding. 

Methods of calculating students’ financial obligations for higher education have been a 
matter of debate for decades. No two students have the exact same college costs nor 
the same outcomes, and the value of that education relative to employment or any other 
academic-related goal has been difficult to measure. Yet, the goal of achieving higher 
education affordability and accessibility across a wide range of experiences and income 
levels remains. Varying approaches to pricing have been tried, from pay-per-unit to the 
four-year college all-inclusive tuition prices we know of today. These different models for 
determining students’ financial commitments to their education produce starkly different 
results, failing on either access or affordability measures. 

Determining a precise dollar figure for the cost of educating each student would require 
an a la carte, per-unit model similar to that of traditional community colleges, except 
with greatly increased prices. Community colleges and four-year colleges differ in 
governance, funding structure, student demographics, and mission.  For instance, 36

community colleges can have closer ties to state and local governments, and may also 
receive significant portions of their funding from local property taxes. Students may 

 Ma, J., Baum, S., & The College Board. (2016). Trends in Community Colleges: Enrollment, Prices, 36

Student Debt, and Completion. Retrieved from https://trends.collegeboard.org/sites/default/files/trends-in-
community-colleges-research-brief.pdf 
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attend community colleges for different reasons than they do four-year colleges.  37

Whether it is the pursuit of a technical education, continued learning, or a less-costly 
stepping stone to a university, community colleges are better positioned to operate 
through the pay-per-unit model. The actual four-year college costs to educate depend 
on classes and resources used by each student, which vary wildly, especially in a 
university setting that incorporates a number of additional cost factors like research 
faculty, wider academic offerings, and supplemental support services. 

With per-unit pricing difficult to implement at the university level, the tuition model has 
become the standard method of financing higher education in the United States. Tuition 
prices at four-year colleges are poor measures of the cost to educate a student and the 
amount of money a student can be expected to contribute toward his or her education. 
The traditional tuition model doesn’t attempt to charge students based on the specific 
resources they use. Instead, tuition mitigates vastly disproportionate costs between 
students by distributing them across the entire institution, creating a university-wide 
base price for more even access to the various fields of study and resources offered. 

As inaccurate as a standardized pricing method can be for calculating each individual 
student’s costs, it allows students to try different classes and expose themselves to new 
experiences. A per-unit pricing model raises the financial stakes should the student take 
a risk. Unlike those on a technical or career-training track at a community college, 
bachelor’s degree students may still be figuring out their path in life a year or two into 
their studies. A standardized pricing method affords students the freedom to try new 
things and find out what their future holds. But with the introduction of College 2.0’s 
institution-wide base contribution rate, traditional tuition pricing is not the only way to 
provide students with that flexibility of study. 

One of the many downsides of the up-front higher education payment model is its focus 
on parental affordability. Despite the fact that the financial capacity of parental support 
for education costs is dwindling as prices soar, the financial aid system still derives its 
measurement of need from family finances. The up-front model may have made sense 
in a society that only sent the children of its wealthiest members to college, but it is 
wildly inappropriate today. 

The federal government has attempted to quantify college affordability through the 
Expected Family Contribution (EFC) calculator portion of the FAFSA process. The EFC 
is supposed to take into account the student’s family income and calculate just how 
much that family can afford to contribute toward the child’s education, as well as the 
amount of financial aid the student should receive in proportion to that EFC. For 
instance, if a student receives a $0 EFC, then the FAFSA has calculated that the 
student shouldn’t be expected to contribute anything from family income. However, the 
EFC and FAFSA financial aid calculator regularly miss the mark, leaving 86% of 

 California Community Colleges Board of Governors, & Task Force on Workforce. (2015). Report of the 37

Task Force on Workforce, Job Creation, and a Strong Economy. Retrieved from http://
doingwhatmatters.cccco.edu/portals/6/docs/sw/BOG_TaskForce_Report_v12_web.pdf 
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students with a $0 EFC to actually pay $5,000 or more for college including all related 
expenses.  38

Parents in many cases have shouldered just as much debt burden as students. More 
than 11% of Parent Plus borrowers are in default (and even more delinquent), 
exceeding even the housing crisis’ worst mortgage default rate.  Parent borrowers of 39

dependent students do not have access to all of the repayment alternatives to that 
students do, like Pay As You Earn.  Moreover, social security benefits are susceptible 40

to garnishment should borrowers default in retirement.  It is not just students who will 41

benefit from a redesign of college finance, but their families as well. 

Even with a tuition sticker price, each student at a traditional college does not actually 
pay the same amount for their education. Institutions both private and public often use 
their own grant aid to change student prices primarily as a recruiting tool, called tuition 
discounting or price discrimination.  In fact, an array of modifying factors create 42

differential pricing between students, including need-based financial aid, merit-based 
aid, and supplemental costs, most of which are determined by external authorities other 
than students themselves. Some traditional colleges even tack on additional fees for 
certain majors. Student loans and the interest rates that come with them widen the 
scope of prices students end up paying for college, and they extend length of time spent 
paying. 

College 2.0 changes the way financial commitments are calculated from student to 
student. It is the outcomes of students’ education (what they earn) that calculate dollar 
contributions, not the inputs (their financial position when entering college), and the 
College 2.0 Algorithm makes sure that the institution’s costs to educate are covered. 
Earnings are not the sole reason students attend college, nor the only benefit, but they 
are undoubtedly affected by the attainment of a bachelor’s degree and College 2.0 
recognizes that. Ultimately, income percentages are the best measurement of what 

 Miller, B., Flores, A., & Center for American Progress. (2016). The Case for Federal Higher Ed 38

Affordability Standards. Retrieved from https://cdn.americanprogress.org/wp-content/uploads/
2016/04/29090437/Miller-Affordability-report.pdf 

 Mitchell, J. (2017, April 25). The U.S. Makes It Easy for Parents to Get College Loans—Repaying Them 39

Is Another Story. The Wall Street Journal. Retrieved from https://www.wsj.com/articles/the-u-s-makes-it-
easy-for-parents-to-get-college-loansrepaying-them-is-another-story-1493047388 

 U.S. Government Accountability Office. (2016). Federal Student Loans: Education Needs to Improve Its 40

Income- Driven Repayment Plan Budget Estimates. Retrieved from http://www.gao.gov/assets/
690/681064.pdf 

 U.S. Government Accountability Office. (2016). Social Security Offsets: Improvements to Program 41

Design Could Better Assist Older Student Loan Borrowers with Obtaining Permitted Relief. Retrieved from 
http://www.gao.gov/assets/690/682476.pdf 

 Baum, S., Lapovsky, L., & The College Board. (2006). Tuition Discounting: Not Just a Private College 42

Practice. Retrieved from http://www.collegeboard.com/prod_downloads/press/tuition-discounting.pdf 
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participants should contribute because they can not only provide institutions with the 
revenue they need, but they are based on what participants can contribute. 

With most students already paying for college through student loans, designing College 
2.0 to function through income contributions was a logical conclusion. Students won’t 
have to worry about their interest ballooning into out-of-control payments that exceed 
what they can afford. Although each participant at a College 2.0 institution contributes a 
different dollar amount, the percentage of income contributed is held constant for the 
entire duration. College 2.0 base contribution rates do not change when the student 
enters a career, and there are no higher or lower rate income brackets. Once that 
contribution period ends and the participant has fulfilled the required number of 
contributions, the income withholding ends too. This way, institutions and participants 
alike can plan for the future with a clear understanding of their respective financial 
commitments. Were College 2.0 students instead contributing a percentage of their 
income only until they have paid back a certain amount, then they may complete their 
contributions in variable and unpredictable amounts of time. Colleges would have no 
way of know when they will receive returns on their investments, throwing budgets into 
chaotic flux. (See Part 11 for more on interest and college revenue)

The issue of fairness is bound to come up under circumstances which people contribute 
different amounts for their education, but College 2.0 offers a vastly more equitable and 
fair alternative to traditional tuition, both when entering college and leaving to start a life 
beyond it. 

Students enter college on different footing, so financial aid has traditionally served a 
means of providing equitable opportunity to a college degree. That approach starts with 
an institution-wide sticker price and uses aid allocation in an attempt to meet each 
student’s unique circumstances. But with debt ravaging the finances of grads, the equity 
approach of aid on the front-end to create access has failed to achieve equity when 
students leave college and start their lives. Even boosting financial aid isn’t enough to 
address the foundational flaws that have pushed college prices upward for decades, 
especially if it relies on faulty means-testing. (See Part 46) If the purpose of education is 
to prepare people for life, today’s higher education finance model does not do so 
equitably. 

College 2.0 does not just guarantee access to college, but it facilitates equity when 
students begin their post-college lives on solid footing. It does so by determining 
financial contributions on career outcomes and income, rather than traditional college’s 
wild approximations of family earnings. Full up-front cost coverage for all students 
eliminates the possibility of students falling through the cracks with unmet need. That 
access is reconciled once students leave and enter careers with equitable contributions 
based on what alumni earn. If grads struggle to find well-paying jobs, they aren’t on the 
hook for contributions until they do. 

A fundamental distinction between traditional tuition and College 2.0 contributions 
comes down to fixed versus flexible contributions. Depending on whether the financial 
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commitment is based on a fixed dollar mortgage-style loan or a percentage of income, a 
person can have a vastly different capacity to meet those obligations. The traditional 
tuition and loan model provides neither an accurate calculation of education cost nor an 
affordable method of covering it. College 2.0’s flexible model shifts the focus from the 
cost to educate to the outcomes of that education, and in the process enables 
guaranteed affordability. 

The respective cost and value of a college education differ from student to student. 
Today’s bachelor’s degrees are priced as though they were assets like real estate, 
despite the fact that they are intangible and non transferable. The traditional tuition 
system has long attempted to reverse-engineer its inaccuracy and lack of affordability 
through the differential pricing structure enabled by financial aid and, to a lesser extent, 
supplemental pricing for more costly fields of study. Families of traditional college 
students have little say over how their obligations are calculated other than the way that 
they report their earnings, and those obligations are often miscalculated. In a higher 
education environment in which price is still determined by family income, but fails to 
accurately do so and leaves the vast majority of students pay for their education through 
debt, a quandary emerges: affordability is measured by criteria disconnected from the 
student’s actual ability to pay upon graduating. (See part 11 for a discussion of ability to 
pay vs. willingness to borrow) 

Traditional student loan borrowers must reckon with the variability of the proportion of 
their income they must pay, be it from EFC, interest charges, or career changes. It is 
from this variability that affordability problems arise. Tuition prices and the student loans 
taken out to cover them may result in bills for a greater percentage of income than what 
is feasible for the individual, and the difficulty of managing and planning that 
commitment makes financial futures more bleak. As stated earlier, Pell Grants cover 
only tuition, and most students with $0 EFC have far more expenses than their families 
can afford, leading to loans. In fact, Pell recipients took out 11% more in loans than non-
Pell recipients in 2012.  The result is a society in which one in four borrowers is 43

delinquent or in default.  The thesis is this: the middle and low-income students who 44

qualify for aid still face affordability problems that the financial aid system was created 
to prevent. 

Higher education is affordable when its costs remain a small, manageable, and fixed 
percentage of income. College 2.0 remedies dollar variability by changing the finance 
structure to depend on percentages of earnings, thereby guaranteeing affordable 

 Calahan, M., Perna, L., Yamashita, M., Ruiz, R., Franklin, K., Pell Institute for the Study of Opportunity 43

in Higher Education, Council for Opportunity in Education, Alliance for Higher Education and Democracy 
of the University of Pennsylvania. (2016). Indicators of Higher Education Equity in the United States: 2016 
Historical Trend Report. Retrieved from http://www.pellinstitute.org/downloads/publications-
Indicators_of_Higher_Education_Equity_in_the_US_2016_Historical_Trend_Report.pdf 

 Consumer Financial Protection Bureau. (2015). Student Loan Servicing: Analysis of Public Input and 44

Recommendations for Reform. Retrieved from http://files.consumerfinance.gov/f/201509_cfpb_student-
loan-servicing-report.pdf 
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contributions from a base contribution rate for all students. If a participant’s income 
drops, their contributions do too—automatically. 

College 2.0 allows students to take complete control of their financial obligations. 
Everyone at a particular College 2.0 institution enters with the same base percentage 
and duration. Unlike tuition prices, which can be raised by college leaders at will, 
College 2.0 contribution percentages are locked in once a student enrolls. Participants 
are not penalized by inflating interest or deferring payment due to unemployment the 
way borrowers are with student loans. Modifications to that percentage only happen 
when students choose them, like whether to make use of room and board or stay in-
state after graduating. If participants enter high-paying careers, they maintain base 
contribution percentages. The dollars contributed still vary from participant to participant, 
but the criteria for determining contributions removes the likelihood of unmanageable 
financial commitments. College 2.0’s low and high income thresholds limit the 
disproportionality of contributions so that they neither place undue burden on those on 
the lower end of the pay scale nor exceed reasonable financial commitments that would 
otherwise turn away higher earners. (See Part 9 for income thresholds) 

As the $1.3 trillion in student debt continues to climb, people's’ livelihoods, and the 
American economy, drag along behind it. Borrowers ages 18-34 have reported that 
student loans impede their ability to start a business, and for those that have started 
businesses, student loans have impacted their ability to invest in them or hire 
employees.  Those who have student loans have also reported lower likelihood of 45

homeownership and a negative correlation between student debt and wealth.  One 46

study quantified the effect of a 10 percent increase in home debt causes a 1-2 
percentage point drop in homeownership among borrowers in their first five post-college 
years.  With nearly 40 percent of households aged 20-39 carrying student debt, 47

mortgage lenders have had to lower downpayment requirements in order to 
accommodate them.  In addition, one in four borrowers are delinquent or in default and 48

 Young Invincibles, & Small Business Majority. (2016). Opinion Poll: Millennials Identify Student Debt, 45

Retirement Savings as Barriers to Entrepreneurship. Retrieved from https://
www.smallbusinessmajority.org/sites/default/files/research-reports/012716-Millennial-Entrepreneurs-
Poll.pdf 

 Cooper, D., Wang, J. C., & Federal Reserve Bank of Boston. (2014). Student Loan Debt and Economic 46

Outcomes. Retrieved from https://www.bostonfed.org/publications/current-policy-perspectives/2014/
student-loan-debt-and-economic-outcomes.aspx 

 Mezza, A. A., Ringo, D. R., Sherlund, S. M., & Sommer, K. (2016). On the Effect of Student Loans on 47

Access to Homeownership (Finance and Economics Discussion Series 2016-010). Washington: Board of 
Governors of the Federal Reserve System, http://dx.doi.org/10.17016/FEDS.2016.010 

 Joint Center for Housing Studies of Harvard University. (2016). The State of the Nation’s Housing 2016. 48

Retrieved from http://www.jchs.harvard.edu/sites/jchs.harvard.edu/files/
jchs_2016_state_of_the_nations_housing_lowres.pdf 
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periods of forbearance can accrue interest and thus the total amount owed.  Loans are 49

susceptible to poor planning and cannot be simply relieved in bankruptcy.  The undue 50

hardship requirement in adversary proceeding is the sole path, through which only 0.1 
percent of student loan debtors in bankruptcy sought a discharge of their student 
loans.  The system of repayment options is a complicated labyrinth that often fails to be 51

fully explained to borrowers. 

Although College 2.0’s changes to higher education compare favorably to the current 
system, the model’s real value is its protection against even higher tuition prices and 
student debt in the future. College 2.0 steers students and institutions away from an 
economically ruinous landscape that higher education projections show looming in the 
next decade.  The default rates on federal loans are going up, people are taking longer 52

to repay their loans, and the national student debt continues to rise.   The downward 53 54

pressures on price, increase in affordability, long-term revenue growth, revamp of the 
textbook market, and aligning of incentives are just some of the College 2.0 features 
that will keep higher education from the disastrous inflating of prices and debt. 

One of FICS America’s primary objectives when designing College 2.0 was to empower 
college grads to fulfill their goals without needing to delay, compromise, or abandon 
them due to financial constraints. Predictable and affordable contributions without 
traditional debt or interest means more flexibility to engage in economy-boosting 
behavior like founding businesses, investing, starting families, and buying homes. The 
automatic pausing of contributions when income stops allows College 2.0 graduates to 
start businesses without worrying about loan bills or accruing interest. A certain 
percentage of noncontributing participants is calculated into the Plan using the College 
2.0 Algorithm, so that colleges can withstand the paused contributions without harm, 
enjoying an increase in revenue if the businesses succeed and the earnings of their 
graduates rise. If participant-created businesses fail and the participants reenter the 

 Consumer Financial Protection Bureau. (2015). Student Loan Servicing: Analysis of Public Input and 49

Recommendations for Reform. Retrieved from http://files.consumerfinance.gov/f/201509_cfpb_student-
loan-servicing-report.pdf 

 Bankruptcy Abuse Prevention and Consumer Protection Act of 2005, Pub. L. No. 109- 8, § 220, 119 50

Stat. 23, 59 (codified at 11 U.S.C. § 523(a)(8)) (2006).

 Iuliano, J. (2011). An Empirical Assessment of Student Loan Discharges and the Undue Hardship 51

Standard. 86 American Bankruptcy Law Journal 495 (2012), 32. http://doi.org/10.2139/ssrn.1894445 

 Nelson, L. (2015, August 28). College could cost up to $100,000 per year by 2030. Here’s how to save. 52

Vox. Retrieved from http://www.vox.com/personal-finance/2015/8/28/9217075/save-for-college 

 Nasiripour, S. (2016, August 29). This Is How Badly We’re Managing Our Student Debt. Bloomberg. 53

Retrieved from https://www.bloomberg.com/news/articles/2016-08-29/this-is-how-badly-we-re-managing-
our-student-debt 

 Federal Reserve Bank of New York. (2016). Household Debt and Credit Developments in 2016Q3. 54

Retrieved from https://www.newyorkfed.org/medialibrary/interactives/householdcredit/data/pdf/
HHDC_2016Q3.pdf 
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workforce, contributions pick back up just as earnings do. With expanded career 
support services, institutions can even partner with their graduates’ businesses to 
facilitate employment opportunities for new graduates. Additionally, the Academic 
Neutrality component of College 2.0 Certification protects participants’ academic and 
career freedom, making sure students have the power to pursue their goals and find 
success in their own ways. (See Part 40 for Academic Neutrality) 

Just as they do when setting tuition prices today, the governing bodies of College 2.0 
institutions will set their own contribution percentages and durations. The decision-
making process of setting the percentage and duration is informed by the College 2.0 
Algorithm’s analysis of the institution’s finances, which generates a range of 
recommended percentages and durations on a sliding scale from which the institution 
can choose. The Algorithm ensures that the rate and duration selected will generate 
enough revenue for the institution, as well as several other key details of the transition 
and smooth functioning of the model. When students enroll at the College 2.0 institution, 
they must also agree to the base contribution percentage and duration, which are then 
locked in for the entirety of their time at the school. However, if a student were to leave 
the school and return, the student may be subject to any rate changes. 

While College 2.0 enables students to contribute a small percentage of their income 
after leaving school, there are limits to the portion of income individual can be expected 
to contribute toward higher education. When calculating the alumnumbers for 
institutions, FICS America takes into account grads’ cost of living, personal finance 
budgeting, and more to determine the “sweet spot” that finds a balance between low 
base contribution percentage and reasonable duration. The federal government has 
stated that education costs should amount to no more than 20% of income, including all 
educational expenses.  College Board suggests that 10-15% is the ideal high-end 55

percentage, which is up from the 8% it recommended a decade earlier.   However, 56 57

College 2.0’s improved and clarified competitive forces between college on price will 
keep contribution percentages much lower. In advising institutions on the design of their 
rates and durations, FICS America recommends that the ideal base percentages are 
those below 10%. Ultimately, affordability will be determined by students in the market, 
and as colleges set percentages and durations, students will be able to select 
institutions based on a clear understanding of financial commitment.  

 U.S. Department of Education. (2016). Income-Driven Repayment Plans for Federal Student Loans. 55

Retrieved from https://studentaid.ed.gov/sa/sites/default/files/income-driven-repayment.pdf 

 The College Board. (n.d.). Loan Debt and Repayment. Retrieved March 30, 2017, from https://56

bigfuture.collegeboard.org/pay-for-college/loans/loan-debt-and-repayment 

 Baum, S., Schwartz, S., & The College Board. (2006). How Much Debt Is Too Much? Defining 57

Benchmarks for Manageable Student Debt. Retrieved from https://research.collegeboard.org/sites/
default/files/publications/2012/9/researchinreview-2006-12-benchmarks-manageable-student-debt.pdf  
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In an unofficial capacity, FICS America refers to the contribution percentage and 
duration as alumnumbers , a much simpler nomenclature for casually discussing and 
comparing each institution’s financial relationship with students. Institutions can use this 
terminology when advertising their rates to prospective students and when discussing 
finances with participating students. However, “contribution percentage and duration” is 
preferred on all official documentation and contracts. 

An Early Concept 
Why is it that a system like College 2.0 hasn’t been developed before? Some of its 
concepts indeed have a history. Aside from College 2.0’s predecessor proposal Fix UC, 
the most notable and relevant incarnation of income-based financing of higher 
education dates back to the mid-20th century. In his 1955 essay “The Role of 
Government in Education,” Milton Friedman proposes the funding of professional and 
vocational education through the selling of “shares” in students’ future earnings.  This 58

early form of income-based funding describes a model in which the government, 
primarily, invests in students’ education costs, with the expected contribution of a 
percentage of income for a set period of time upon employment. 

The document lacks details beyond the very basics, but it does ruminate on the 
rudimentary concept’s many limitations. Friedman laments the likelihood of “political 
football” over the government’s investment in education, and that whether the system 
would self-finance or simply subsidize higher education would be a matter of constant 
political debate. He also expresses concern over the possibility of overinvestment by 
funding students regardless of whether students succeed and create a return, resulting 
in politicking over the selection of students or career outcomes for investment. Largely 
symptomatic of technological limitations at the time, Friedman discusses how the limited 
access to data would only further blur the design of such a model to ensure adequate 
returns, not to mention an inability to distribute risk to scale. Moreover, Friedman 
mentions the practical difficulties facing a private investor alternative for funding 
students, secondarily noting its ethically perilous possibilities. (See below) 

College 2.0 did not arise from any particular desire to achieve Friedman’s vision. 
Friedman’s model, incarnations of similar concepts in other countries, human capital 
contracts, and current income-based repayment programs were known but not top of 
mind during the design processes for both College 2.0 and its predecessor Fix UC. 
Friedman’s concept was considered alongside the substantial body of work on higher 
education published in the six decades since, much of which can be found cited 
throughout this document. 

FICS America and Friedman reach some similar conclusions about the potential of 
income-percentage funding, but the paths to reaching that conclusion are starkly 
different. Based on his essay, Friedman appears to develop his concept from a core 

 Friedman, M. (1955). The Role of Government in Education. In R. A. Solo (Ed.), Economics and the 58

Public Interest. Rutgers University Press. Retrieved from http://la.utexas.edu/users/hcleaver/330T/
350kPEEFriedmanRoleOfGovttable.pdf 
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ideological commitment; College 2.0’s design is based on practicality, student 
experience and well-being, data and evidence, current political climate, education costs, 
institutional stakeholders, economic conditions, among many other considerations—
none of which include ideological or partisan allegiance. 

While it was not directly inspired by or designed in adherence to Friedman’s concept, 
College 2.0 does avoid its central flaws. Other than a fleeting remark about the 
implementation of college investing by organizations, insurance companies, or 
institutions, Friedman’s primary conceptual misstep was the focus on investment by 
government or private investors, rather than institutions themselves. It is from this 
foundational difference that College 2.0 diverges from Friedman. The College 2.0 
Algorithm, on which the College 2.0 Model depends, makes use of 21st century 
technological power to gather, assemble, analyze, and create data at the level 
necessary to operate a self-sustaining model. By designating institutions as the primary 
up-front investor in students, admissions processes regulate the amount of students 
enrolling and, therefore, maintain a manageable number of benefactors for solvency. 
College 2.0’s institution-centric design helps it withstand political changes—the political 
football nightmare that Friedman envisioned doesn’t stand to threaten student success. 
(See Part 12 for College 2.0 government funding)

College 2.0 and Friedman’s concept do share one important feature: automatic federal 
collection of contributions. Friedman acknowledges that the overlapping duty of 
collecting income tax increases the efficiency of collecting higher education 
contributions, even abroad, especially when compared to the expense necessary to 
administrate similar responsibilities at the state or private level. Such concerns are not 
unlike those answered by College 2.0’s IRS SendSafe collection program. (See Part 31) 

The United States has seen a handful of attempts at income-based funding of higher 
education through the federal student loan “income-driven repayment” plans and, to a 
much lesser extent, privately-funded human capital contracts/income share 
agreements. With 97% of good jobs (those in the upper-third of median wages for each 
occupation) in the recovery since the recession going to those with college degrees, 
college graduates are an excellent demographic for income-based funding.  59

Federal Income-Driven Repayment 
Income-sharing, as the underlying contribution method of College 2.0 is generally 
referred, has grown in popularity over the past five years. The income-driven repayment 
programs—including Revised Pay As You Earn, Pay As You Earn, Income-Based 
Repayment, and Income-Contingent Repayment—allow qualifying federal loan 

 Carnevale, A. P., Jayasundera, T., Gulish, A., & Georgetown Center on Education and the Workforce. 59

(2015). Good Jobs are Back: College Graduates 1st in Line. Retrieved from https://cew.georgetown.edu/
wp-content/uploads/Good-Jobs_Full_Final.pdf 
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borrowers to repay based on a calculation of 10-20% of their income for 20-25 years, 
depending upon their plan and the time at which they entered the program.  60

Income-driven repayment, particularly the flagship Pay As You Earn option (PAYE), is a 
positive step toward affordability, bringing down monthly payments for many borrowers. 
There are even added benefits like the Public Service Loan Forgiveness program’s 10-
year forgiveness for those working in the public sector. But for all of the income-driven 
repayment options’ positive steps, several of their side-effects pose long-term problems 
for both borrowers and higher education institutions. 

If borrowers on income-driven repayment do not make enough income on a monthly 
basis in proportion to their loan balance, the interest accrued from paying only 10-20% 
of their paycheck can leave them further behind than had they selected a traditional 
repayment plan. To mitigate potentially skyrocketing interest, federal IDR plans have 
built-in loan forgiveness after a certain number of years.  However, the benefits are 61

diminished by the fact that any amounts forgiven at the end of the repayment period 
may be subject to income taxes under current IRS rules.  62

The federal government currently sees a profit from the interest it collects from the 
student loans it originates, but the increasing obligation of the loan forgiveness 
component of income driven repayment threatens that revenue.  The cost of the loan 63

forgiveness was severely miscalculated in the Department of Education’s original 
estimates and is on track to total more than $100 billion in coming years.  64

PAYE has faced problems in its implementation so far. Only a fraction of federal student 
loan borrowers participate in PAYE, and those that do have found it so confusing that 
the Obama Administration suggested its simplification.  65

 U.S. Department of Education. (2016). Income-Driven Repayment Plans for Federal Student Loans . 60

Retrieved from https://studentaid.ed.gov/sa/sites/default/files/income-driven-repayment.pdf 

 James, K. J., Kelly, A. P., Center on Higher Education Reform, & American Enterprise Institute. (2015). 61

Balancing Risk and Responsibility in Student Loan Repayment. Retrieved from http://www.aei.org/wp-
content/uploads/2015/11/Balancing-risk-and-responsibility.pdf 

 U.S. Department of Education. (2016). Income-Driven Repayment Plans: Questions and Answers. 62

Retrieved from https://studentaid.ed.gov/sa/sites/default/files/income-driven-repayment-q-and-a.pdf 

 U.S. Government Accountability Office. (2016). Federal Student Loans: Education Needs to Improve Its 63

Income- Driven Repayment Plan Budget Estimates . Retrieved from http://www.gao.gov/assets/
690/681064.pdf 

 Mitchell, J. (2016, November 30). U.S. to Forgive at Least $108 Billion in Student Debt in Coming 64

Years. The Wall Street Journal. Retrieved from https://www.wsj.com/articles/u-s-to-forgive-at-least-108-
billion-in-student-debt-in-coming-years-1480501802 

 Office of Management and Budget. (2016). Meeting Our Greatest Challenges: Opportunity for All. 65

Retrieved from https://obamawhitehouse.archives.gov/sites/default/files/omb/budget/fy2017/assets/
opportunity.pdf 
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Because the calculation of income assessed for contributions is not automatic, PAYE 
borrowers have to complete and send a form that indicates any changes of income to 
adjust their payments. Participants have reported receiving incorrect assessments—or 
none at all—when recertifying their income on an annual basis, leading to an undue 
accrual of interest.  Now that its initial participants are beginning to reach the 10-year 66

public service loan forgiveness requirement, previously-approved students have been 
denied, and it is unclear whether the government will hold up its end of the bargain and 
for whom.  For those whose income-based monthly payments were low enough to 67

actually grow their balances, PAYE might have more detrimental repercussions on their 
finances should their loans not be forgiven as they had expected.  If not resolved, the 68

government’s change of heart on PAYE loan forgiveness might threaten the confidence 
of future students considering the program. 

Although not perfect, the mere availability of PAYE has allowed for the study of income-
based repayment and its effects on borrowers’ financial success. For instance, 
borrowers on a standard 10-year repayment plan were seven times more likely to be 
delinquent than PAYE participants.  This data, while still early in PAYE’s existence, 69

provides some evidence of the positive impact of students’ income-based flexibility. 

The primary international example of a more widely adopted IDR program can be seen 
in Australia, where students have paid for their college loans using a similar program for 
decades. Its Higher Education Loan Programme (formerly the Higher Education 
Contribution Scheme) has resulted in greater financial freedom for borrowers (minus 
living expenses, which are not covered), but has proven to be much more costly for the 
government than expected.  Despite Australia’s regulation of loan amounts based on 70

field of study, expenses have risen dramatically due to some flaws in the program’s 
design. Limited rates, nonexistent overseas contributions tracking, elevated low income 
threshold, and problematic scaling have resulted in the program losing an unsustainable 

 Consumer Financial Protection Bureau. (2015). Student Loan Servicing: Analysis of Public Input and 66

Recommendations for Reform. Retrieved from http://files.consumerfinance.gov/f/201509_cfpb_student-
loan-servicing-report.pdf 

 Cowley, S. (2017, March 30). Student Loan Forgiveness Program Approval Letters May Be Invalid, 67

Education Dept. Says. The New York Times. Retrieved from https://www.nytimes.com/2017/03/30/
business/student-loan-forgiveness-program-lawsuit.html 

 Lieber, R. (2016, December 20). They Thought They Qualified for Student Loan Forgiveness. Years 68

Later, the Government Changes Its Mind. The New York Times. Retrieved from https://www.nytimes.com/
2016/12/20/your-money/student-loans/they-thought-they-qualified-for-loan-forgiveness-years-later-the-
answer-is-no.html  

 Consumer Financial Protection Bureau. (2015). Student Loan Servicing: Analysis of Public Input and 69

Recommendations for Reform. Retrieved from http://files.consumerfinance.gov/f/201509_cfpb_student-
loan-servicing-report.pdf 

 Marcus, J. (2016, March 16). Visiting a country where it’s almost impossible to default on college debt. 70

The Hechinger Report. Retrieved from http://hechingerreport.org/australia-college-payment-model-
exposes-shortcomings-of-new-american-version/ 
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amount of money.  Australia, too, has not found its ultimate answer to higher education 71

finance in loan-based income-driven repayment. 

Taking the Australian approach and expanding IDR to a near-universal scale would 
undoubtedly help borrowers afford their loan repayment—its superiority over traditional 
loan billing is clear, especially in the short-term for current federal borrowers.  But a 72

one-sided solution that only addresses how students pay back loans would fail to 
address the underlying causes of such substantial loans in the first place. Without 
opportunities to grow stable institutional revenue and affect cost minimization, IDR only 
bolsters the existing student loan infrastructure that does nothing to halt rising spending 
and prices. (See Part 11) That isn’t even to mention the runaway costs to the 
government should college prices continue to rise at today’s runaway rates. The 
benefits of just expanding IDR would provide temporary relief for borrowers until loan 
amounts reach new heights, and therefore cannot be considered a permanent solution. 

Private Income-Share Agreements 
Privately-funded income-share agreements present another competing option for 
financing higher education’s future. Still in their infancy, private ISAs are products 
offered by investors and banks to students seeking financial support. In exchange for 
the up-front funding of a student’s education, the student agrees to pay the investor a 
percentage of his or her income for a set period of time.  73

On the surface, the basic mechanics of private ISA options resemble College 2.0 (and 
College 2.0’s predecessor, Fix UC) and the affordability it offers. The more students 
earn once they graduate and enter a career, the greater the return for the investor. 
Private ISAs also come with the flexibility of covering any expenses a student might 
encounter, whereas federal IDR is limited to the guidelines dictating student loan usage. 
However, third-party investors lack important incentives, guidelines, and interventions 
that otherwise make income-based options safe and advantageous when offered 
directly from institutions. 

Investors naturally seek the greatest possible return on their investment. When 
institutions serve as the investor, their incentives certainly include increased revenue 
from the success of their graduates, but that pursuit of greater revenue is dampened by 
a number of other pressures that work to protect student interests. Among those 
protective interests are academic prestige, diversity, and competitive pricing. (See Part 
11) Institutions also have agency over the outcome of their investment in students—

 Norton, A., & Grattan Institute. (2014). Doubtful Debt: The Rising Cost of Student Loans. Retrieved 71

from https://grattan.edu.au/wp-content/uploads/2014/04/809-doubtful-debt1.pdf 

 Barr, N., Chapman, B., Dearden, L., & Dynarski, S. (2017). Getting Student Financing Right in the USA: 72

Lessons from Australia and England. Retrieved from http://www3.grips.ac.jp/~econseminar/seminar2016/
Feb22_Chapman.pdf 
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institutions provide the education and can make changes support student success. 
Additionally, College 2.0 institutions invest in all students attending, benefiting from the 
diversity in the academic setting and the distribution of risk across an array of academic 
fields, skills, experiences, and careers. Private investors have none of these benefits 
nor the protections against risk. The ensuing relationship is one that puts students in 
harm’s way. 

Third-party investors’ lack of agency over their student borrowers’ education leaves 
them in a bind when it comes to minimizing their risk of loss. Investors cannot improve 
the odds of a positive rate of return by, for instance, hiring more faculty or offering 
students more classes the way College 2.0 institutions can. Nor can investors rely on 
collateral in their financial agreements with students. There have been some examples 
of investment funds partnering with educational providers, but those instances have 
been few and far between, limited largely to computer programming bootcamps.  74

Traditional consumer lending allows lenders to make safer and more informed 
investment decisions based on credit scores. But when it comes to student lending, 
private ISAs included, credit scores are not particularly useful when determining a high 
schooler’s ability to repay once he or she graduates from college. It’s likely the student 
doesn’t have a credit score at all. Thus, private ISA investors have begun to look at 
predictive, future-oriented factors that may better indicate the profitability of an ISA. 

One way private investors can determine the risk and reward of a potential ISA is by 
limiting their investments just to students and institutions they believe can provide the 
return they’re seeking. Unlike federal student loans and College 2.0, which accept all 
students as eligible for financial support, private investors can choose which students to 
offer ISAs. Among the criteria investors currently review is academic field of study, 
particular academic program, career path, institutional prestige, academic resume, 
average graduate income, and graduation rate. Once risky investments (as determined 
by this criteria) are eliminated from consideration, a select few borrowers remain eligible 
for private ISAs. 

Students pursuing traditionally less-lucrative majors and/or careersI are placed at a 
disadvantage because they are seen as riskier investments, left to either change their 
goals in order to deem themselves more desirable for ISAs or find other options for 
financing their education.  Private ISA providers must be selective about which 75

students to fund because investors don’t have a role in providing the education. 

The narrow selectivity of acceptable student-candidates for investment opens the door 
for controversial, if not legally ambiguous discrimination, stifling access to a large swath 

 Skills.Fund. (n.d.). We don’t finance students to attend crappy programs. Retrieved July 16, 2015, from 74
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of potential borrowers. Several laws, including the Equal Credit Opportunity Act and the 
Consumer Credit Protection Act, restrict lenders’ underwriting processes from 
discriminating (intentionally or unintentionally) against protected classes. Private ISA 
investors have questioned, and some outright challenged, the laws’ fair lending 
provisions that restrict their ability to more deeply vet prospective students, reduce their 
risk, and make ISAs more appealing to investors.  Even if investors were granted more 76

leeway under “disparate impact” for unintentional discrimination, and could further thin 
the pool prospective students to increase profitability, it would be done at the expense of 
students and the greater system of higher education. The potential to cut off even more 
students from access to assistance, especially those that need it most, runs counter to 
FICS America’s goals and undermines the argument that ISAs are a viable large-scale 
option for solving higher education’s affordability challenges. 

An additional ISA option, using securitization to accommodate a broader pool of 
borrowers, may decrease the access problem of ISAs, but it exacerbates other issues. 
In order to provide an attractive investment, agencies must have information to 
adequately rate the securities, putting further pressure on investors to use potentially 
discriminating criteria that could determine risk and boost value. The result is an 
ouroboros of limited access. 

Investors have a financial incentive to see their students enter high-paying careers. 
Whether students actually do enter lucrative lines of work, or decide to change their 
minds about those career choices, it is unclear what recourse an investor has over 
changes in expected outcomes. Unlike other investments that depend largely on broad 
economic forces and debts in dollar-amounts, the return on private ISAs depends solely 
on the whims of individuals. College 2.0 avoids exposure to this risk by spreading out 
the investment across a population that can amount to hundreds of thousands of 
graduates. Private ISAs have been comparatively tiny in scale, and in competition with 
federal loans with more attractive rates, they don’t stand to substantially grow in the 
near future. A non-interference clause was included in 2015 legislation to facilitate 
private ISAs, although the bill never made it out of committee.  In light of the lack of 77

guidelines around ISAs, the current market and its tenuous relationship with existing 
financial regulations make for a Wild-Wild West environment in which student interests 
are unprotected. The door remains wide open for undue pressure or influence from 
investors seeking to maximize their return. 

Unlike ISA providers, College 2.0 institutions have agency over the education provided 
to students, and have a far lower susceptibility to risk over their investments in students. 
On top of aligned incentives, institutions can take actions to impact timely completion, 
educational quality, resources, and support. And whereas ISAs run the risk of 

 Kelly, A. P., James, K. J., & American Enterprise Institute. (2016). Looking Backward or Looking 76

Forward?: Exploring the Private Student Loan Market. Retrieved from http://www.aei.org/wp-content/
uploads/2016/05/Looking-Backward-or-Looking-Forward.pdf 
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pressuring students into certain majors and careers, College 2.0’s Academic Neutrality 
provisions protect student freedom. (See Part 40 for Academic Neutrality) 

Private ISAs offer payment flexibility to students who meet lenders’ criteria, but ISAs fall 
short of providing any significant solution to the greater problems in higher education 
and exacerbate many of them. The affordability of the income-based contributions in 
ISAs erode when they do nothing to change the fundamental issues contributing to 
increasing tuition costs. The ISAs that have been implemented so far involve providing 
an up-front sum that a student uses to pay for educational expenses in much the same 
way a student loan does.  ISAs then fall victim to the same critical flaw of buffering 78

tuition increases by shielding students from the immediate impact of increased tuition 
costs while giving colleges the prices they charge. The investors receive the return on 
investment, cutting out the institutions that so desperately need those funds. They do 
not provide any downward pressures for institutions to keep tuition low, and as tuition 
rises, the cost of ISAs will grow accordingly. (See Part 11) 

In a few instances, institutions have co-opted the private ISA model as a form of 
financial aid.  Purdue University’s Back-a-Boiler program allows students to take out an 79

ISA as a supplement for any costs not otherwise covered by loans or financial aid, with 
rates calculated based on the amount lent and the student’s major.   In the absence 80 81

of IRS support, its collection method is similar to PAYE’s with monthly payments and 
manual adjustments. It is unclear whether Back-a-Boiler offers any advantages over 
alternatives like PAYE, especially considering their respective prices. Like private ISAs 
and loan repayment options, institutional ISAs do not come with downward pressures to 
keep prices low, and growing students’ access to financing could have the opposite 
effect and support price increases. 

However, institutional ISAs might best be considered short-term fixes that are worth 
trying, rather than grand solutions to all of higher education’s problems. If a student 
exhausts all available aid options and has expenses left over, then Back-a-Boiler has 
the potential to be an important lifeline.The program does come with the risk of 
exposing students to multiple forms of financial obligation once they graduate—
potentially mixing traditional loans with ISAs—but it can serve a valuable purpose in the 
development of college finance innovations. Because of their connection to a university, 

 Marcus, J., American Enterprise Institute, & Center on Higher Education Reform. (2016). Income Share 78
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institutional ISAs share more in common with College 2.0 than any other modern 
financial aid model thus far. Their success in practice could provide institutions with the 
confidence to pursue a full-fledged student investment model like College 2.0, and 
achieve the permanent access and affordability it offers. 

The critical framework of this document is rooted in the pursuit of a sweeping, long-term 
solution to the failings of higher education finance. As severe as my arguments against 
the alternatives have been—be they student loans, federal IDR, private ISAs, 
institutional ISAs, or any others I address later—the question remains the same: will this 
program finally fix college finance once and for all? I acknowledge that some of these 
programs serve a short-term purpose and may very well do a good job of alleviating 
burden for the time being. But in building the case for College 2.0, the same critical lens 
is applied universally. The effort required to adopt College 2.0 is a massive one, 
financially, politically, and culturally. If our task is to set higher education on a course 
toward lasting sustainability, the first step is to expose the consequences of relying on 
today’s short-term fixes in order to justify the transition to something greater. 

As long as up-front pricing and loans remain at the heart of higher education finance, 
affordability will continue to elude America’s colleges and universities. Attempting to 
reverse engineer the problematic foundation of tuition by alleviating its symptoms with 
new forms of loans only delays its increased pricing consequences. College 2.0’s 
removal of fixed money pricing in favor of straight income-based institutional revenue is 
the cure. 

College 2.0 is designed to guarantee institutions’ solvency by maintaining significantly 
greater numbers of graduates contributing to the institution than those currently 
attending. By structuring College 2.0 in a way that ensures an order of magnitude more 
contributors (i.e. 20 years’ worth of graduates) than benefactors (approx. four years’ 
worth of enrolled students), the College 2.0 algorithm distributes the cost over a wider 
group, making contributions smaller and more affordable while making sure that the 
model never encounters an issue where the benefactors outnumber the contributors.  
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From the very beginning, FICS America sought to accomplish the goals of access and 
affordability—every student, regardless of family background, can get a college 
education and can achieve it as affordably as possible. Too many students slip through 
the cracks of the financial aid system today, whether it is from exceptionally high costs 
for students with $0 EFC or a lack of coverage for costs like room and board, textbooks, 
and living expenses. (See Part 3) Financial aid is often used for merit-based recruiting 
rather than need, and while Pell enrollment numbers are tracked, needs aren’t always 
met.  By incorporating all students, and making sure they have no up-front costs, 82

College 2.0 removes any gaps in coverage as there are now. It also removes the 
adverse selection problem in which some students might opt for up-front payment and 
throw the model’s stability into question. With all students participating, the institution’s 
revenue is predictable and clear. College 2.0 makes sure access and need come first 
before it can offer additional incentives, like those used for recruiting. 

When FICS America began working on College 2.0, we used a clear mission statement 
to guide the many decisions that would have to be made to complete the model: make 
college permanently affordable and accessible for all . That mission, in just eight words, 
captures the force behind College 2.0 at its very core. The final three words in particular, 
access for all , manifest themselves in College 2.0’s inclusion of all students in its 
implementation, so that the burden of up-front costs, and their consequences, no longer 
keep deserving students from achieving their potential. Although full college access 
requires that more must be done in K-12 education to improve college readiness and 
bolster resources, College 2.0 could at least make sure family finances do not act as a 
gatekeeper to higher education. Without up-front costs, there is no need to determine 
whether a student can afford college, because with College 2.0, everyone can. 

Although College 2.0 does not fall under the purview of loan regulations, it was 
important to FICS America to guarantee students’ equal access to higher education by 
upholding the anti-discrimination protections found in current laws governing student 
loans.  FICS America insists on need-blind admissions policies in order for an 83

institution to receive College 2.0 Certification, and the Academic Neutrality Assessment 
provides an additional layer of protection by maintaining fair recruiting strategies. Other 
protections include clear pricing information made available to students and data 
privacy guidelines, each of which are worked into the design of College 2.0 and the 
Certification process.

An up-front option, whereby students who can afford to pay full sticker price at the time 
of enrollment do so (akin to the current traditional model), fundamentally breaks the 
College 2.0 model. It would be difficult, if not impossible, for a school to predict how 
many students will opt for the up-front method from year to year, eliminating 
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from http://files.consumerfinance.gov/f/201312_cfpb_exam-procedures_education-loans.pdf 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

https://static.newamerica.org/attachments/12813-undermining-pell-volume-iii/Undermining-Pell-III-3.15bba9018bb54ad48f850f6f3a62a9fc.pdf
https://static.newamerica.org/attachments/12813-undermining-pell-volume-iii/Undermining-Pell-III-3.15bba9018bb54ad48f850f6f3a62a9fc.pdf
https://static.newamerica.org/attachments/12813-undermining-pell-volume-iii/Undermining-Pell-III-3.15bba9018bb54ad48f850f6f3a62a9fc.pdf
http://files.consumerfinance.gov/f/201312_cfpb_exam-procedures_education-loans.pdf
http://ficsamerica.org


FICSAmerica.org �28

predictability and creating an unstable revenue stream that can lose balance depending 
upon how many students support the college up-front or after graduation. Calculating 
the amount of capital an institution needs each year during the initial transition would 
also be problematic when the number of up-front payers fluctuates. Attempting to 
mitigate this by allowing only a certain number of students to pay up-front would 
introduce an unacceptable discriminatory measure for enrollment based on finances, 
potentially capping the number of high-income students that can attend any given year. 

College 2.0 is a “first dollar” plan, in that students’ expenses are covered without 
factoring in other aid. Some free tuition proposals make use of a “last dollar” format, in 
which any remaining tuition cost is covered after aid is used, but in doing so effectively 
provide greater benefits to wealthier students. Upon first consideration, taking a last 
dollar approach to funding College 2.0 would significantly reduce the startup capital 
institutions would need to raise to transition. Given the potentially high levels of startup 
capital some institutions will need, anything that can be done to reduce that financial 
hurdle would surely be appreciated by college CFOs. However, reduced startup capital 
is the only upside to the last dollar approach’s application to College 2.0. 

Incorporating traditional financial aid into College 2.0 raises several concerns. Financial 
aid like the Pell Grant is distributed to low-income students on a need basis. If a student 
receives that aid and sends it to their College 2.0 institution up front, then the student 
has a rightful claim to a proportionate benefit. If the student that contributed aid funds is 
entitled to a reduced contribution percentage, for example, it would expose the 
institution to varying contribution percentages based on up-front contributions. 

As different numbers of students receive the benefit each year, the variability of up-front 
and post-graduation contributions year-to-year fundamentally break the College 2.0 
Model by removing the predictability needed for the College 2.0 Algorithm used to 
calculate it. Such a provision would also justify the creation of an up-front payment 
option for high-income students to subsidize or eliminate the post-graduation 
contribution, throwing the model’s stability further into flux. 

FICS America also considered an alternative option, in which aid would be credited to 
participating recipients once they graduate. The aid funds would still go to the institution 
up-front, reducing the startup capital, but the dollar amount of financial aid a student 
receives up-front would be deducted from later contributions until the aid dollar amount 
has been met. From that point on, the College 2.0 participant would begin contributing 
from income. Unfortunately, the crucial stability factor remains, as institutions would be 
unable to predict how much funding they will see up-front versus post-college 
contributions. 

Perhaps most importantly, accounting for and accommodating traditional financial aid 
would rely on a deeply flawed means-testing system that routinely results in support 
gaps and fails to meet students’ needs. A last dollar approach necessitates the 
completion of the FAFSA, a hurdle College 2.0 has worked to eliminate. (See Part 46) 
Ensuring access was such an important goal that College 2.0 had to automatically meet 
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100% of need for all participating students, and that meant leaving the traditional 
system behind. FICS America has designed an alternate use for federal aid, to be 
announced with the forthcoming College 1.5 Plan.

College 2.0 represents a fundamental shift in thinking about the relationships students 
have with their schools, one that differs from the “purchase” experience of the traditional 
model. Students are currently charged an up-front fee for an education, as though they 
are paying for a static, standardized product or service that ends once they graduate. 
However, the up-front fee model breaks down under scrutiny—no two students have the 
same educational experience. Their respective financial obligations are determined 
largely by (flawed) means-testing, not by what those costs actually are—and for good 
reason. A four-year college education does not lend itself to a pricing structure that 
reflects each student’s actual consumption of resources, especially as students try 
different academic paths toward figuring out what their futures hold. The pursuit of a 
bachelor’s degree includes not just coursework, but different kinds of experiential 
learning, networking, and many other factors beyond academics that can influence a 
student’s path in life. 

Under College 2.0, student financial contributions are not dependent solely on the 
education provided, but the outcome of that education—particularly on the career 
financial success of that graduate. By doing so, College 2.0 aligns the incentives of both 
the student and the institution, basing funding on how well the institution prepared its 
students for their futures. The role of the institution grows into something greater with 
College 2.0, and to offer that experience to only some students would stratify campuses 
and dilute their success. A College 2.0 institution serves as students’ supportive partner 
on their journey toward the rest of their lives, and it is paramount that institutions 
complete a full transition so that every one of their students can benefit. Along with that 
change comes other meaningful advancements in the student experience, including 
bolstered career support, mentorship, education materials coverage, and flexible long-
term financial relationship. College 2.0 acknowledges that education is a benefit that 
never ends, and the services offered by College 2.0 institutions are carried by their 
graduates for a lifetime.  

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

http://ficsamerica.org


FICSAmerica.org �30

One of the most problematic aspects of student loans is the repayment process. As bills 
pile up, borrowers can fall behind on payments, default, and even retain that debt in 
bankruptcy.  FICS America understood that if we were going to design the ideal 84

experience of financially contributing to institutions, the typical billing system wouldn’t 
meet that standard. For instance, bills cannot anticipate and adjust as participants’ 
income changes, making for charges that do not accurately adhere to the proper 
percentage of a participant’s earnings. Bills also make for an additional recurring task 
participants would have to keep up with in their already-busy lives. The grind of the bill-
paying process, and the open risk of default, could throw off the finely-tuned economics 
of the College 2.0 model and the algorithm that powers it. While technology has enabled 
easier bill payment with features like “autopay” sending funds to their proper 
destinations on a regular basis, we realized we could take the simplicity and reliability 
one step further. 

College 2.0 makes the contribution process as seamless as possible, removing the 
friction of having to budget for and keep up with monthly bills by automatically collecting 
contributions directly from participants’ paychecks. Furthermore, withholding allows for 
precise contributions of the correct percentage of a participant’s income and the 
automatic adjustment with any fluctuations in earnings. 

The concept of using the IRS to withhold higher education contributions has a history. 
Milton Friedman floated the idea in the 1950s, and College 2.0’s predecessor plan Fix 
UC relied on a similar method.  In recent years, more work has been done to explore 85
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5  
Contributions based on a percentage of participants’ income are 
automatically collected from earnings by employers using the existing 
withholding system of the Internal Revenue Service. A new College 2.0 
SendSafe office of the IRS sends those funds directly to each participant’s 
institution. No bills are sent to participants, and employers continue their 
current processes but with the additional College 2.0 percentage withheld. 
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what such a system would look like and how automatic collection would alleviate many 
of the symptoms of student debt.  86

FICS America considered a wide range of contribution collection options that varied on 
scales of practicality, political feasibility, security, efficiency, affordability, flexibility, and 
capability. Among them was a potential solution that leveraged a legal precedent 
allowing for income withholding beyond income tax and social security.    Other 87 88 89

options attempted to make use of state tax collection authorities and private servicers. 
But with each of these alternatives came major barriers to implementation and efficacy. 

Ultimately, the design process of College 2.0’s contribution collection system produced 
what FICS America calls the SendSafe program. SendSafe is the IRS-to-college 
pipeline in which the IRS, using its existing withholding infrastructure, sends student 
contributions to the appropriate institutions. We determined that the IRS is currently the 
only entity in the United States with the full capacity to withhold College 2.0 
contributions from participants’ earnings, particularly if participants move from state-to-
state or abroad.  90

See Part 31 for a detailed explanation of the College 2.0 SendSafe Program of the IRS. 

 HCM Strategists, IHEP, NASFAA, New America, & Young Invincibles. (2014). Automatic for the 86

Borrower: How Repayment Based on Income Can Reduce Loan Defaults and Manage Risk. Retrieved 
from https://www.ced.org/pdf/Automatic_for_the_Borrower.pdf 

 U.S. Department of Health and Human Services. (2015). Processing an Income Withholding Order or 87

Notice. Retrieved from https://www.acf.hhs.gov/css/resource/processing-an-income-withholding-order-or-
notice 

 U.S. Department of Labor. (2016). Fact Sheet #30: The Federal Wage Garnishment Law, Consumer 88

Credit Protection Act’s Title III (CCPA). Retrieved from https://www.dol.gov/whd/regs/compliance/
whdfs30.pdf 

 U.S. Department of the Treasury. (n.d.). Debt Collection Legal Authorities Quick Reference Charts. 89

Retrieved from https://fiscal.treasury.gov/fsservices/gov/debtColl/dms/top/legalAuthrtyQkRef/
debt_dca_quickref_index.htm 

 U.S. Department of the Treasury, & Internal Revenue Service. (2016). Tax Guide for U.S. Citizens and 90

Resident Aliens Abroad. Retrieved from https://www.irs.gov/pub/irs-pdf/p54.pdf 
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Room and board at many institutions can cost as much as or more than tuition 
expenses, and therefore can impose a massive financial burden on students.  For low 91

and middle-income students who have their tuition covered or discounted by financial 
aid, indirect costs like room and board can account for the majority of their student debt. 

While the costs of indirect expenses exist beyond the purview of College 2.0, it can 
influence them to an extent. The income percentage pricing model for room and board 
and other add-ons comes with downward cost pressures similar to those covering 
tuition, fees, and textbooks. (See Part 11 for price pressures) Students are more clearly 
exposed to the price of room and board through a clear impact on their future income, 
rather than buffered by student loans, which puts pressure on institutions to provide as 
low-cost housing and living expenses as possible. 

Because not all students live on campus, room and board coverage on College 2.0 is an 
optional add-on for just those who need it. An additional percentage is added to 
students’ base alumnumbers to account for the added cost of housing, and that 
percentage can vary depending on different housing options offered by the institution. 

Not all students will live in campus-owned housing, so accommodations must be made 
for off-campus living options. To do so, students agree to an increase in their 
alumnumbers proportionate with the cost of their housing option off campus. The 
institution then issues a voucher with which the student pays the third-party for housing. 
Unlike on-campus housing, students who choose to live off campus may use College 
2.0 or covering housing costs via any other means they prefer. 

 The College Board. (2017). Table 2: Average Tuition and Fees and Room and Board (Enrollment-91

Weighted) in Current Dollars and in 2016 Dollars, 1971-72 to 2016-17. Retrieved from https://
trends.collegeboard.org/college-pricing/figures-tables/tuition-fees-room-and-board-over-time 
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6  
Room and board is covered by College 2.0 with a contribution percentage 
increase per year of housing. For off-campus housing, students receive a 
voucher with which they can cover costs, corresponding to a proportionate 
percentage increase.
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As institutions gradually transition from the traditional model of up-front tuition to College 
2.0, the existing financial aid infrastructure will proportionately transition along with it. 
The transition process is designed to steadily reduce the number of up-front paying 
students while increasing the number of College 2.0 students. As fewer students pay up 
front, less financial aid is required to support them and fewer staffers are needed to 
administrate it. That frees up others to transition their focus from the traditional financial 
aid system to implementing and maintaining College 2.0. 

Institutions have both financial and administrative incentives to transition gradually. 
Shifting all incoming students, or even all enrolled students, to College 2.0 at once 
would incur unnecessarily exorbitant costs that the institution would have to front until 
graduate contributions make up the difference. A gradual transition also allows the 
administration to learn and adapt to the new financial structure, providing the best 
possible experience for students and employees. 

The most common form of financial aid counseling comes from the Department of 
Education's online tool, which many borrowers find difficult to use.   Institutions can 92 93

make a huge impact on financial success of students with an innovative, one-on-one 
holistic approach to counseling, taking on students’ financial past, present, and future.  94

 Fernandez, C., Fletcher, C., Klepfer, K., Webster, J., & TG Research and Analytical Services. (2015). A 92

Time to Every Purpose: Understanding and Improving the Borrower Experience with Online Student Loan 
Entrance Counseling. Retrieved from https://www.tgslc.org/pdf/Time-to-Every-Purpose.pdf 

 Fernandez, C., Fletcher, C., Klepfer, K., Webster, J., & TG Research and Analytical Services. (2015). 93

From Passive to Proactive: Understanding and Improving the Borrower Experience with Online Student 
Loan Exit Counseling. Retrieved from https://www.tgslc.org/pdf/From-Passive-to-Proactive.pdf 

 Fletcher, C., Webster, J., Klepfer, K., Fernandez, C., & TG Research and Analytical Services. (2015). 94

Above and Beyond: What Eight Colleges Are Improving Student Loan Counseling. Retrieved from https://
www.tgslc.org/pdf/Above-and-Beyond.pdf 
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7  
The current system of prepaid student tuition and fees gets dismantled and 
replaced by the College 2.0 model at participating institutions. The financial 
aid system and administration will also transition to support student finance 
through College 2.0.  
 
Staff members at each participating institution serve as College 2.0 advisors 
to assist students who have questions about their contribution percentages 
and any modifications to them. College 2.0 advisors also oversee the reporting 
of students’ contribution percentages from the institution to the IRS College 
2.0 office.

http://ficsamerica.org
https://www.tgslc.org/pdf/Above-and-Beyond.pdf
https://www.tgslc.org/pdf/Above-and-Beyond.pdf
https://www.tgslc.org/pdf/Time-to-Every-Purpose.pdf
https://www.tgslc.org/pdf/From-Passive-to-Proactive.pdf


FICSAmerica.org �34

The redefined role of financial aid advisor to College 2.0 advisor is inspired by this 
approach, giving students and graduates a one-stop-shop for everything related to their 
College 2.0 financial relationships. 

College 2.0 advisors both assist students with their financial plans and ensure the 
smooth functioning of the institutions’ coordination with the IRS College 2.0 office. 
Advisor responsibilities include: 

• reporting student contribution percentage and duration to the IRS College 2.0 
SendSafe office  

• educating incoming students about financial processes after graduation 
• working with students to calculate and confirm their alumnumbers 
• coordinating veteran and nontraditional student services 
• gathering and organizing data 
• applying percentage modifications 
• collecting graduate income updates (See Part 49) 

The cost of educational materials and supplemental fees rival tuition as a major financial 
expense for students.  In particular, textbooks are an increasingly costly part of the 95

college experience, with prices rising over 1000% since 1977, more than three times the 

 Perry, M. J., & American Enterprise Institute. (2015). The new era of the $400 college textbook, which 95

is part of the unsustainable higher education bubble. Retrieved from https://www.aei.org/publication/the-
new-era-of-the-400-college-textbook-which-is-part-of-the-unsustainable-higher-education-bubble/ 
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8  
All costs associated with books, lab fees, and other supplementary 
instructional material is covered by the base College 2.0 percentage 
contribution with no additional percentage increase.  
 
Because institutions will cover the cost of students’ educational materials, 
their acquisition and delivery systems must be redesigned to accommodate 
this new role. The cost of textbooks may be set as part of departmental 
budgets, allowing for faculty to continue to make decisions about 
instructional material and plan accordingly. Individual departments or the 
institution as a whole may negotiate with textbook publishers and content 
providers to acquire materials. The institution's library may handle the 
delivery of such materials to students, including the distribution and 
management of ebooks and other digital content through its own lending 
system. 
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rate of inflation over that same period.  With College 2.0, FICS America has an 96

enormous opportunity to fix the textbook market and bring costs down. 

Textbook prices suffer from a market failure, specifically the principal-agent problem. 
The decision about which textbooks to buy is made by an entity distinct (and with 
different motivations) from those responsible for paying. Moreover, those on the hook 
for paying have a substantial buffer to any costs they might incur from having to 
purchase those books: student loans. These three factors combine to create a deeply 
problematic market that has facilitated skyrocketing costs. 

Professors are overwhelmingly the primary decisionmakers when it comes to which 
educational materials are used in four-year college courses, but students must 
ultimately pay for them. Cost is just one of many considerations professors take into 
account when selecting materials, in addition to familiarity with brand/publisher, ease of 
access, compatibility with the institution’s learning management system, faculty 
recommendations, comprehensiveness, and more.  According to one survey, cost was 97

professors’ least important consideration.  98

What mechanism, then, serves to keep textbook prices low? When students have 
limited options for more competing options, if any, there isn’t much downward price 
pressure. The extent to which students can shop around for more affordable alternatives 
is limited to rental and resale options, which can be rendered inferior or even useless if 
a textbook publisher regularly releases significantly altered editions or bundles single-
use codes to access online homework and supplementary materials. Furthermore, the 
availability of student loans pads students’ ability to meet the inflated prices publishers 
charge, which also affect rental and resale rates.  Publishers can keep raising prices as 99

long students can continuously draw from loans to meet them. Financial aid funds are 
responsible for $3.15 billion in textbook sales each year.  Other than online textbook 100

piracy (which is difficult to measure), the only recourse students have to push back 
against high prices is to skip purchasing textbooks altogether, jeopardizing their 

 Popken, B. (2015, August 6). College Textbook Prices Have Risen 1,041 Percent Since 1977. NBC 96

News. Retrieved from http://www.nbcnews.com/feature/freshman-year/college-textbook-prices-have-
risen-812-percent-1978-n399926 

 Allen, I. E., Seaman, J., & Babson Survey Research Group. (2016). Opening the Textbook: Open 97

Educational Resources. Retrieved from https://www.luminafoundation.org/resources/opening-the-textbook 

 Allen, I. E., & Seaman, J. (2014). Opening the Curriculum: Open Educational Resources in U.S. Higher 98

Education, 2014. Retrieved from http://www.onlinelearningsurvey.com/reports/
openingthecurriculum2014.pdf 

 Burke, K. (2015, August 6). How financial aid is driving up college textbook prices. MarketWatch. 99

Retrieved from http://www.marketwatch.com/story/400-for-a-book-why-college-textbooks-are-going-the-
way-of-the-dinosaur-2015-08-05 

 Senack, E., Donoghue, R., & Student PIRGs. (2016). Covering the Cost: Why We Can No Longer 100

Afford to Ignore High Textbook Prices. Retrieved from http://www.studentpirgs.org/sites/student/files/
reports/National%20-%20COVERING%20THE%20COST.pdf 
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academic success in the process.  The decoupling of cost responsibility and choice, 101

compounded by access to loans and a lack of alternatives, has created an environment 
that facilitates inflating textbook prices. 

College 2.0 realigns the textbook market by placing the purchasing power in the hands 
of those with the choice over which materials are used: institutions (and more 
specifically, academic departments and professors within them). Including price as a 
formidable consideration in the decision-making process, institutions can negotiate with 
publishers in search of the most suitable terms. The resulting competition will bring 
down educational materials prices and inspire innovation in the market. (See Part 11) 

Educational materials are factored in to the overall cost to educate students when 
calculating the institution’s contribution percentage and duration, avoiding a situation in 
which institutions must shoulder an additional expense without commensurate revenue 
to support it. Although textbook purchasing adds a new layer of responsibility to College 
2.0 institutions, those that cover students’ educational materials expenses benefit from a 
competitive advantage over traditional institutions that don’t. 

College 2.0’s redesign of the textbook market comes at a time of rapid change and 
uncertainty, and institutions will have a number of options for purchasing and distributing 
educational materials as they transition to the new model.  Upon entry into the 102

marketplace, academic departments may negotiate with publishers, distributors, and 
other suppliers on cost. Institutions have a significantly greater purchasing power than 
do individual students, and the new business relationships won’t face the used and 
pirated educational materials issue that publishers currently lament. Educational 
materials providers and academic departments may also develop new content delivery 
products and services, like subscriptions for continuously updated materials. 
Additionally, institutions’ libraries may be used to manage educational materials, 
including their distribution and collection of both physical and digital content. 

Open Educational Resources (OER), under which open-source textbooks are 
categorized, have begun to permeate classrooms in more substantial ways, upending 
the traditional order of textbook purchasing. They may be a worthwhile alternative for 
cost-sensitive departments, and price considerations under College 2.0 may serve as a 
valuable incentive to bolster OER development and access. The competition OERs 
present in the educational materials market, combined with College 2.0’s pressures for 
cost-minimization, can bring prices down across the board. Some textbook publishers 
are even exploring ways in which they can partner with or facilitate OERs as they 

 Senack, E., & Student PIRGs. (2014). Fixing the Broken Textbook Market: How Students Respond to 101

High Textbook Costs and Demand Alternatives. Retrieved from http://uspirg.org/sites/pirg/files/reports/
NATIONAL%20Fixing%20Broken%20Textbooks%20Report1.pdf 

 Weisbaum, H. (2016). Students Are Still Saddled With Soaring Textbook Costs, Report Says. NBC 102

News. Retrieved from http://www.nbcnews.com/business/business-news/students-are-still-saddled-
soaring-textbook-costs-report-says-n516011 
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increase in availability and popularity.  As faculty incorporate more technology and 103

interactive tools into their courses, colleges may build on that trend to develop their own 
materials and benefit from the savings. 

College 2.0 presents not just a way to alleviate the burden of textbook costs on 
students, but a new opportunity for institutions and publishers alike to craft next-
generation educational materials while innovating the purchasing and delivery of those 
materials.  And with resources like the College 2.0 Consortium, made up of all College 104

2.0 institutions, colleges can navigate this new role and develop best practices for 
providing quality, affordable materials to students. 

Although many government programs use federal poverty guidelines to determine 
poverty thresholds, College 2.0 uses a more thorough approach: the supplemental 
poverty measure. The original federal poverty guidelines, which were developed in the 
1960s, use an antiquated formula that focuses on food costs as the primary determinant 
of poverty. Those poverty guidelines have failed to keep up with the changes in the 
economy, particularly the percentage of income that goes toward non-food expenses, 
and have resulted in unrealistic readings of poverty.  In addition to incorporating the 105

cost of food and family size, the supplemental poverty measure also accounts for 
regional cost of living and is adjusted often, providing College 2.0 participants with a 

 Cengage Learning. (2016). Open Educational Resources (OER) and the Evolving Higher Education 103

Landscape. Retrieved from https://assets.cengage.com/pdf/wp_oer-evolving-higher-ed-landscape.pdf 

 Kolowich, S. (2012, August 24). Enthusiasm, Hesitation and Stress: The Faculty and Technology. 104

Inside Higher Ed. Retrieved from https://www.insidehighered.com/news/survey/digital-faculty-professors-
and-technology-2012 

 Bridges, B., Gesumaria, R. V., & Social Security Administration. (2015). The Supplemental Poverty 105

Measure (SPM) and Children: How and Why the SPM and Official Poverty Estimates Differ. Retrieved 
from https://www.ssa.gov/policy/docs/ssb/v75n3/v75n3p55.html 
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9  
The College 2.0 Plan incorporates caps on minimum and maximum income 
contribution. In order to avoid financial burden for those who have not yet 
entered careers, participants do not begin contributing to their institution 
until their income exceeds 140% of the supplemental poverty measure (SPM), 
adjusted for their place of residence. Contributions are graduated at a scale of 
1/5 of the contribution percentage for each of the next $1,000 earned, with 
the full rate assessed at $5,000 above 140% of the SPM. A high-income ceiling 
is also put in place to prevent a disincentive for future high-earners to attend 
College 2.0 institutions. No annual income beyond 10 times the low-income 
threshold is assessed when calculating percentage contribution.
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more accurate understanding with which to determine contributions.  This way, 106

College 2.0 can reduce the risk of measuring poverty with too high a bar in certain 
regions and potentially leaving low-income participants with a contribution liability they 
struggle to meet. 

A benefit of using the existing tax collection system for College 2.0 is its efficiency. The 
College 2.0 SendSafe Program of the IRS automatically collects residency information 
from tax documents, which can then be used to determine the low-income threshold 
according to the supplemental poverty measure. 

As has happened when the supplemental poverty measure was developed to improve 
upon the dated and inadequate federal poverty guidelines, an even better measure may 
be developed in the future. If or when that happens, institutions and the IRS should 
have the ability to more accurately determine participants’ poverty status by adopting 
the new measure. To do so, the institution and the IRS must only apply the new 
measure to incoming students, who agree to the change when enrolling. 

The point of the low-income threshold is to avoid undue burden on participants who 
have not achieved the earning power that can come with a reputable four-year college 
education. That begins with unemployment and extends into underemployment. For 
every $1,000 earned above the minimum threshold of 140% of the SPM, participants 
make contributions based on a graduated scale of1/5 the contribution percentage as a 
buffer between the threshold and full rate contributions. 

College 2.0 participants earning more than 10 times the low-income threshold are not 
assessed on income above that measure. According to the College 2.0 Algorithm, the 
spread of contribution-eligible incomes from 140% of the SPM to 10 times the low-
income threshold provides the necessary revenue for institutions to set contribution 
percentages and durations within a reasonable range. Accounting for a high income cap 
creates a measure against adverse selection that could prevent potential high earners 
from attending College 2.0 institutions. Tying the high income threshold to the SPM 
builds in a consideration of regional cost of living that wouldn’t otherwise apply with a 
set nationwide dollar amount. 

 Short, K., & U.S. Census Bureau. (2011). The Research SUPPLEMENTAL POVERTY MEASURE: 106

2010. Retrieved from http://www.census.gov/prod/2011pubs/p60-241.pdf 
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Information about prospective students’ financial obligations is strikingly poor in the 
current traditional tuition model. The lack of clarity around how much financial aid 
prospective students might receive, and the unpredictable timing of the sharing of that 
information with students, leads to a problematic exercise of comparing financial 
commitments of traditional colleges. Students may not have to pay the full, advertised 
sticker price at any given school, but the amounts of financial aid offered might not be 
revealed to students until long after they apply, sometimes after they must make a 
decision. Associated costs that aren’t included in sticker price, like room and board, 
transportation, textbooks, and living expenses, only further obscure the actual net price 
of college.  107

In addition to the lack of affordability, there is also a well-documented psychological 
impact on up-front college costs. The response people have to an institution’s 
advertised tuition price can lead to an avoidance of college altogether. This 
phenomenon is known as sticker price shock.  Disproportionately affecting those from 108

low income backgrounds, disadvantaged communities, and communities of color, 
sticker price shock keeps otherwise eligible students from applying to college and/or 
accepting admission due to the fear that they do not belong or cannot afford the cost. 
Even if financial supports are available to those students, they may not be readily 

 Goldrick-Rab, S., Kendall, N., & The Century Foundation. (2016). The Real Price of College: 107

Completion Series: Part Two. Retrieved from https://tcf.org/content/report/the-real-price-of-college/ 

 Anderson, N., & Douglas-Gabriel, D. (2015, March 27). Private college sticker-price shock: Past 108

$60,000 a year. The Washington Post. Retrieved from https://www.washingtonpost.com/local/education/
private-college-sticker-price-shock-past-60k-a-year-heading-toward-70k/2015/03/27/0e6679da-
d4a9-11e4-8fce-3941fc548f1c_story.html 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

10  
When advertising the “cost to attend” for prospective students, College 2.0 
institutions display three pieces of headline information together: base 
percentage contribution rate, contribution duration, and average graduate 
income. Secondary information, such as graduation rate, alumni employment 
rate, and all percentage modifiers offered (add-ons and incentives), must also 
be clearly displayed to prospective students prior to applying. Average 
graduate income, graduation rate, and employment rate are calculated from 
the most recently available data using a standardized formula. Institutions 
may share additional information, like local cost of living and alumni 
network information, but they are not required. The advertised base 
contribution rate includes an automatic .5% rebate for on-time submission of 
income information updates to participants’ institutions.
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apparent. A lack of understanding of how those supports work, a dearth of advance 
information on what support is available, and uncertainty about how much support that 
student will definitively receive can be enough to keep the student from considering 
college.  By eliminating up-front tuition costs, College 2.0 minimizes the possibility of 109

sticker price shock. 

Even during college, the process of figuring out how much money the student will need 
and accepting additional loans each academic term make for a constantly difficult-to-
track financial commitment. One study found that just 52% of students surveyed knew 
within a $5,000 range how much they paid for their first year of college, and only 38% 
knew how much they had taken out in student loans.  110

Student loans, and particularly income driven repayment, can be extremely confusing 
for students once they graduate. A study found that it can be difficult for students to 
know at the time they accept loans exactly how much they will eventually owe each 
month, nor do they know how much they will earn. The borrowers had much lower 
expectations for what they ended up owing and were surprised by the bills that they 
ended up receiving.  111

The need for improved college comparison information was met by the Obama 
Administration’s launch of the College Scorecard in late 2015.  The website hosts a 112

centralized directory of colleges with average annual costs (after average financial aid is 
factored in), graduation rates, and average salaries after attending listed alongside 
them. It was a step toward streamlining the student college shopping process, despite 
conflicts over the ways the Department of Education calculated its numbers and the 
many caveats that come with income levels and tuition discounting.  There were even 113

some outright errors.  114

 Campaign for College Opportunity. (2015). The State of Higher Education in California: Part 2, Blacks. 109

Retrieved from http://www.luminafoundation.org/resources/the-state-of-higher-ed-in-california-blacks 

 Akers, E., Chingos, M., & Brookings Institution. (2014). Are College Students Borrowing Blindly? 110

Retrieved from https://www.brookings.edu/wp-content/uploads/2016/06/Are-College-Students-Borrowing-
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 Delisle, J., Holt, A., & New America. (2015). Why Student Loans Are Different: Findings From Six 111

Focus Groups of Student Loan Borrowers. Retrieved from https://static.newamerica.org/attachments/
2358-why-student-loans-are-different/
StudentLoansAreDifferent_March11_Updated.e7bf17f703ad4da299fad650f47ac343.pdf 

 U.S. Department of Education. (n.d.). College Scorecard. Retrieved February 22, 2017, from https://112
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 Kamenetz, A. (2015, September 21). The New College Scorecard: NPR Does Some Math. NPR. 113

Retrieved from http://www.npr.org/sections/ed/2015/09/21/441417608/the-new-college-scorecard-npr-
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Ultimately, though, the most ideal college financial comparison tool will provide students 
with their actual financial commitments, not just best guesses and averages. Without 
clear prices, there can be little comparison or competition and thus a lack of incentive to 
keep costs down. The traditional tuition model, complete with its layers of discounts, aid, 
loans, and indirect costs, almost entirely prevents such clarity, no matter what 
supplemental tools are developed. College 2.0 remedies unclear price competition by 
dramatically simplifying the information advertised by colleges so that students can not 
only make a definitive decision about their financial futures, but also spur price 
competition between schools. (See Part 11 for costs) 

To guarantee the most straightforward and competitive environment for selecting a 
college, each participating institution will be listed on College 2.0 Compare, a website 
that provides prospective students with a one stop-shop for everything they need to 
know. (See Part 45) 

College 2.0 institutions advertise three headline pieces of information: base contribution 
percentage, duration, and average graduate income. These are the most basic 
indicators of financial commitment that students will need to compare colleges, and they 
must be displayed together (not individually). Institutions also clearly advertise 
secondary information, which includes percentage modifiers, employment rate, and 
graduation rate. 

As useful as College 2.0 Compare and its data will be for prospective students, they are 
not the only tools with which they will choose an institution. Academic offerings, location, 
network, resources, campus climate, and more augment financial factors to influence 
more holistic enrollment decisions. If a student seeks a career a public service, for 
example, average graduate income might not be the best indicator of the institution’s 
strengths in that field. Students will need to do more research to get the most accurate 
understanding of their potential schools. Finance is not the be-all and end-all of college 
choice, but it is essential that students are provided thorough information on their 
potential obligations and outcomes. 

Average graduate income and employment rate are crucial figures students can use to 
make financial choices about where to enroll, but they are also subject to a wide variety 
of calculation methods. In order to prevent a discrepancy between advertised graduate 
incomes and employment rates from school to school, and to protect against the 
doctoring of such methods to display the most favorable numbers possible, FICS 
America will calculate them using standardized formulas. The advertised average 
graduate income and employment rates will also be kept up-to-date with data from no 
earlier than the prior calendar year, ensuring that the rates are the most accurate and 
relevant to prospective students. 

As discussed later in this document, College 2.0 has a built-in rebate for on-time 
submission of participants’ income information updates to their institution. As long as 
participants meet this annual requirement, they are assessed the base advertised 
contribution percentage. If participants fail to send the income information updates on 
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time, the automatic rebate is removed and the participant is liable for an additional .5% 
contribution rate each month until the update is sent. (See Part 49) 

College 2.0 is designed as a future-proof barrier from devastating higher education 
costs and prices—for both institutions and students. Its formula for revenue growth 
avoids the current traditional model trend of ever-inflating tuition increases and student 
debt to meet those increased prices. Over time, the improved efficiencies of the College 
2.0 model counteract that upward trend so students’ contributions compare favorably to 
what tuition and loans would have otherwise cost them. 

One of the great innovations of the College 2.0 model (and the Fix UC Plan that 
preceded it) is its ability to reconcile two goals previously believed to be mutually 
exclusive: student affordability and institutional revenue increases. 

Why is the growth in revenue important? Over the past several decades, a perfect storm 
of factors have created a financial nightmare for college leaders. Funding has fluctuated 
for a variety of reasons, from decreased state investment to economic downturns, while 
cost factors have gone up. Especially given the steady rise in college-going, constantly 
changing revenue has introduced an unpredictability into budget-making that threatens 
institutions’ stability and students’ experiences. 

The stable, predictable revenue growth offered by College 2.0 allows institutions to 
recoup their capital investment and plan for the future with clear information about their 
long-term financial standing. Institutions will be able to enroll more students to meet the 
demand for a highly-educated workforce. And importantly, the revenue potential serves 
as a powerful incentive for colleges to invest in their students and provide them with the 
affordability of College 2.0. 

College 2.0 does not feature an interest component. As noted earlier in this document, 
runaway interest charges have contributed to the college affordability crisis and are one 
of the primary aspects of higher education that FICS America sought to eliminate. 
College 2.0 removes the middleman—student lenders—and establishes a direct 
financial relationship between students and their institutions. 

Institutions generate revenue growth from the scaling of contributing students and 
diversifying of their contributions across a wide swath of income levels. Smaller, regular 
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contributions from 10 or more classes of participants fund the education costs of the 
four or so classes of students currently enrolled. 

FICS America calculates College 2.0’s impact on an institution’s balance sheet using the 
College 2.0 Algorithm, which incorporates hundreds of variables and data points, and 
makes changes to its version of the model accordingly. A primary function of the 
Algorithm is the reconciliation of an institution’s total cost to educate with the average 
incomes of its graduates, calculating a range of contribution percentages and durations 
that ensure the institution’s solvency and steady growth. Based on these calculations, 
FICS America can determine the speed of the transition, necessary capital, range of 
alumnumbers, and more. Institutions use this data to make the final decisions about the 
transition to College 2.0, including the setting of alumnumbers to their preferred rate and 
duration. With those decisions made, institutions can make create projections and make 
continual adjustments as they move forward with the transition and beyond. 

To learn more about the College 2.0 Algorithm and the Virtual Pilot, visit ficsamierca.org.

Before diving into College 2.0’s relationship with pricing, we must first clarify some key 
terms used throughout this section—the differences between what the author calls cost , 
price, and spending . Cost refers to the institution’s core cost to educate a student, 
whereas price refers to what students are charged (i.e. the sticker tuition price at 
traditional colleges). Determinants of cost to educate are the cost factors, including what 
institutions pay for faculty, administration, research, services, capital projects and 
improvements, and educational materials, among many other expenditures. Students’ 
net price, sometimes referred to as the cost of attendance by institutions, incorporates 
not just tuition price , but fees, textbooks, room and board, and the other associated 
expenses involved with going to college. Price can be affected by other funding sources 
as well, like in-state price subsidies from state funding, which reduce the portion of the 
cost to educate that students end up paying. 

Another important note is that costs can change independently from spending , as an 
institution may choose to spend less per student even when certain costs go up, or vice 
versa. To illustrate, if the labor piece of cost to educate goes up, an institution may 
respond by shifting its spending to employ less-expensive non-tenure track faculty 
(more on that later). In such circumstances, what the institution spends overall may 
remain the same, but the implications run much deeper than the balance sheet. A more 
complete picture of college finance can be achieved when the nuances between cost, 
price, and spending, and their impacts on the student experience, are thoroughly 
examined. 

We have already established that tuition prices are rising at a rate higher than inflation. 
This section explores the ways College 2.0 affects cost factors and spending, which 
along with outside funding sources, together determine price. 

Analysts spend a great deal of time studying and devising different methods of 
measuring cost, price, and spending in higher education, all of which are subject to 
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intense criticism.  The myriad ways of slicing the statistical pie can yield different 115

results on topics of importance to College 2.0, including costs versus inflation, faculty 
earnings, and administration growth. Wading into those waters with a lengthy discussion 
of the merits of each wouldn’t make for the most economical nor productive use of this 
document, which serves a singular purpose of explaining the evidence-based design of 
College 2.0. However, it is that dedication to evidence that requires the author’s 
acknowledgment that there may be other methods of analysis than those cited here. No 
measure is absolutely perfect, but in the spirit of efficiency, this document attempts to 
use the best of what is available while not deviating from a sharp focus on College 2.0. 

At a time when colleges and universities struggle with uncertain funding, the prospect of 
College 2.0’s stable and predictable revenue growth offers a future without budget 
guesswork and funding fights. For the first time, institutions will be able to make 
informed financial plans years in advance. However, there exists a starkly different 
portrait of higher education institutions, one in which the negative impacts of revenue 
fluctuations are exacerbated by trends in climbing costs. 

The concern is that raising college revenues won’t put an end to increasing costs and 
may invite the potential for additional, even unnecessary, spending. Such a conclusion 
derives from two twentieth century explanations of rising higher education costs. In 
1966, William Baumol and William Bowen introduced the term cost disease to describe 
the ever-rising and inflation-outpacing costs of certain highly-skilled jobs that do not 
correspond with increases in productivity.  When applied to higher education, cost 116

disease attributes cost increases to the inability of faculty productivity to scale 
proportionately with pay increases (based on a metric of students taught per professor). 
Howard Bowen offered another perspective in 1980 with his revenue theory of cost , 
otherwise known as Bowen’s Law, in which institutions have a constant need for 
additional revenue and will unendingly seek it, with unlimited uses for that revenue.  117

As discussed throughout this document, there is no lone culprit for the ever-increasing 
prices in higher education, no matter how great the headlines such a claim makes.   118 119

 Gillen, A., Robe, J., & Center for College Affordability and Productivity. (2011). Stop Misusing Higher 115

Education-Specific Price Indices. Retrieved from http://centerforcollegeaffordability.org/uploads/
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 Bowen, H. R. (1982). The Costs of Higher Education: How Much Do Colleges and Universities Spend 117

Per Student and How Much Should They Spend? The Journal of Higher Education, 77, 379. http://doi.org/
10.2307/1981498 

 Campos, P. F. (2015, April 4). The Real Reason College Tuition Costs So Much. The New York Times. 118

Retrieved from https://www.nytimes.com/2015/04/05/opinion/sunday/the-real-reason-college-tuition-costs-
so-much.html 

 Berman, J. (2015, July 8). The real reason college is so expensive. MarketWatch. Retrieved from 119
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 College 2.0 cannot reasonably litigate every theory relating to rising prices and come 120

to a single conclusive answer, nor should it. This document does not attempt to, for 
instance, point the finger at either external or internal factors and then target solutions 
narrowly. Rather than jumping down the rabbit hole of fierce debate over what to blame, 
FICS America takes a more holistic view. 

A multitude of factors, some dependent upon the private or public status of each 
institution, contribute to an overall environment that encourages, and has resulted in, 
regular price hikes. FICS America has sought to identify and respond to any and all cost 
factors that fall within the domain of College 2.0’s financial redesign. By addressing as 
many factors as possible, College 2.0 aims to once and for all stop the ever-upward 
trend of college costs and tuition prices. 

FICS America measures College 2.0’s effect on costs through a study of pressuring—a 
qualitative analysis of College 2.0’s market and behavioral impacts, influenced by the 
many published studies of college finance and quantitative models of the higher 
education market.   Pressuring charts the forces that currently push costs and 121 122

prices upward and sets them against the downward pressures introduced by the 
College 2.0 Model. When downward pressures outweigh upward pressures, prices 
come down. Colleges must then rely on growing enrollment, increasing efficiency, and 
assisting graduates with finding stable jobs to boost revenue, rather than increasing 
sticker price. By introducing a suite of downward pressures, College 2.0 creates a sort 
of law of conservation of price: upward pressures are met with opposite downward 
pressures. 

Upward pressures comprise of both internal and external factors, some of which are 
symptoms of the traditional college model and others are pervasive regardless of 
financial structure.  Internal factors primarily rest within the institution’s own decision-123

making, such as faculty and staff hiring, capital projects, service bundling, and prestige 
goals. External factors encapsulate the broader forces that institutions must respond to, 
including the economy, funding sources (government, investments, endowments, 
donations, etc), financial aid, and inflation. Where internal and external factors meet is 
in the ever-important area of competition between institutions, through which the arms 

 Wexler, E. (2016, February 9). Why Is Tuition So High? Inside Higher Ed. Retrieved from https://120
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race to generate greater resources in turn facilitates similar behaviors in peer 
institutions to keep up the fight for students. Be it for better positions in popular college 
rankings, funds to recruit and keep top-tier faculty, or lavish amenities and state-of-the-
art facilities, institutions compete with one another on a variety of battlefields, none of 
which currently include price. 

The downward pressures introduced by College 2.0 represent a multifaceted approach 
to solving the dysfunction of higher education finance: facilitate changes within the 
institution to address internal upward pressures and build in better responsiveness to 
counteract external upward pressures. Ending the vicious cycle in which institutions are 
compelled to endlessly consume resources requires three important changes: economic 
safeguards, value-centric competition, and cost-minimizing budget pressures. 

While institutions have domain over many factors affecting cost, they are also largely 
exposed to broader economic forces. Some of these factors—utilities, healthcare, and 
local cost of living, to name a few—rest far beyond the institution’s sphere of influence 
and political reach. Institutions’ limited political capital is better spent on issues more 
immediate to higher education, namely the passage of College 2.0-related legislation. 
But for all of the external forces pressing colleges to spend, College 2.0 can actively 
address some of the most costly. 

Fluctuations in funding are a primary source of rising prices at colleges across the 
country, leaving them defenseless against the repercussions of economic ebbs and 
flows. Between state funding cuts and shrinking endowments, the Great Recession had 
a severe impact on institutions of all sizes and structures, from private liberal arts 
schools to public research universities.   While College 2.0’s positive effects on the 124 125

overall economy manifest over the long-term, institutions can immediately rely on the 
College 2.0 Algorithm’s safeguards that respond to even the worst economic conditions. 

The legislative response to the economy may be a rational one for state lawmakers—
states dedicate more money during good economic conditions and less during bad ones
—but it does not square with institutional budget making.  Regular expansion and 126

contraction of external funding creates an unstable environment that is not conducive to 
making any sort of smart, future-oriented plans for the institution. Ensuring stability is 
paramount to a successful redesign of higher education finance, so College 2.0 
mitigates revenue fluctuations with stable, long-term funding growth that can withstand 
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economic and political changes, as well as powerful incentives to bolster state 
investment, including the State College 2.0 option. (See Part 13 for State College 2.0, 
Part 14 for in-state incentives)

Economic Protections 
With the College 2.0 Algorithm, institutions can build in costs associated with economic 
downturns so that when they happen, their students will not suffer the consequences. 
The most economically-exposed element of the College 2.0 Plan may be 
unemployment, which can threaten an institution’s finances if not accounted for properly. 
Because College 2.0 depends on the incomes of graduates, low unemployment rates 
are an essential determinant of institutions’ financial stability. Employment among 
college graduates is robust—the standard U-3 unemployment rate for college graduates 
stands at 2.5% (as of March 2017)—but that number alone does not adequately capture 
the appropriate metric for College 2.0 contributions.127

The alternative labor market measures made available by the Bureau of Labor Statistics 
highlight important considerations for the College 2.0 Algorithm’s calculations.   One 128 129

aspect in which the standard unemployment rate falls short is labor market participation. 
College 2.0 depends on contributions from the entirety of participants in a cohort, not 
simply those looking for a job. A gap in labor market participation among College 2.0 
participants would result in a larger gap in revenue. As illuminating as the expanded U-5 
measure can be, incorporating a broader scope of the percentage of the population not 
employed, even the addition of labor market nonparticipants is not enough to meet 
College 2.0’s criteria. 

College 2.0’s low-income threshold expands the number of noncontributing participants 
to consider, essentially classifying them as additional unemployed participants whose 
costs must be covered. The U-6 unemployment rate includes part-time workers seeking 
full-time jobs and takes a step closer to a College 2.0-applicable reading of participant 
employment, but doesn’t completely factor those earning below the threshold. 
Furthermore, participant contributions are limited to their respective duration period, 
which will likely fall between the first 10-20 years working. For this reason, College 2.0 
unemployment must include early-to-mid career work, factoring out those who have 
retired and would not be expected to contribute.  Important, too, is the education-level 130

of those measured, accounting for the fact that not all contributors will have completed 

 Bureau of Labor Statistics. (2017). Table A-4. Employment status of the civilian population 25 years 127

and over by educational attainment. Retrieved April 14, 2017, from https://www.bls.gov/news.release/
empsit.t04.htm 

 Bureau of Labor Statistics. (2017). Table A-15. Alternative measures of labor underutilization. 128

Retrieved April 14, 2017, from https://www.bls.gov/news.release/empsit.t15.htm 

 Bureau of Labor Statistics. (2017). Charting the labor market: Data from the Current Population Survey 129

(CPS). Retrieved April 14, 2017, from https://www.bls.gov/web/empsit/cps_charts.pdf 

 Bureau of Labor Statistics. (2015). Labor force projections to 2024: the labor force is growing, but 130

slowly. Retrieved from https://www.bls.gov/opub/mlr/2015/article/pdf/labor-force-projections-to-2024.pdf 
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their degree.  Add to this criteria the rates that specifically apply to the students from 131

the particular institution and it becomes clear that no sole national, standardized 
measurement of unemployment will suffice for accurate College 2.0 calculations. 

The College 2.0 Algorithm relies primarily on each institution’s own unemployment rate, 
gathered manually before the transition to College 2.0 and collected from participants 
afterward through the required income information updates. FICS America augments 
institution-specific employment data with a number of national and regional measures to 
arrive at the most accurate rate. The Plan then incorporates an inflated unemployment 
rate to protect institutions against any economy thrown at them. The unemployment rate 
calculated into the Algorithm far exceeds the unemployment rates of college grads even 
at the Great Recession’s worst points and makes sure that even in times of above-
average unemployment, College 2.0 institutions will continue to meet their funding 
targets. With that employment-protection arrangement, institutions will see a surplus in 
expected revenue in healthy years, but thanks to the wisdom of complete data, the 
College 2.0 Algorithm relies solely on budgeted funding. An employment surplus instead 
provides a safety net, funding for a rainy day fund, that adds to the long-term security of 
institutions’ finances. 

The lack of College 2.0 financial obligation during periods of unemployment (or 
underemployment, for that matter) naturally raises concerns about the free rider 
problem. Is College 2.0 susceptible to those who do not contribute their fair share? 
There is no doubt that debt motivates people to seek jobs that can best pay off that 
debt. Research has shown a connection between student debt and graduates’ pursuit of 
higher-paying careers immediately after college, even forgoing long-term growth for the 
short-term pay rate.  However, student debt is not the only motivating factor for 132

employment—scholarship recipients and debt-free grads do not stay away from the 
labor market because their don’t have loans to repay. 

A more appropriate question might be whether the income percentage contribution will 
have a dampening effect on employment. A correlative concept from tax policy and 
economics is the Frisch elasticity of labor supply , in which high tax rates disincentivize 
work because workers will not see enough of their earnings to make it worthwhile.  In 133

the context of tax brackets, labor supply diminishes when workers are subject to higher 
tax rates as their earnings rise. FICS America pleads the Fifth when it comes to 
weighing in on tax policy in this document, but we recognize that the topic’s harshest 

 National Center for Education Statistics. (2015). Table 501.50. Employment to population ratios of 131

persons 16 to 64 years old, by age group and highest level of educational attainment: Selected years, 
1975 through 2015. Retrieved from https://nces.ed.gov/programs/digest/d15/tables/dt15_501.50.asp 

 Rothstein, J., Rouse, C. E., & National Bureau of Economic Research. (2007). Constrained After 132

College: Student Loans and Early Career Occupational Choices (NBER Working Paper Series No. 
13117). Retrieved from http://www.nber.org/papers/w13117.pdf 

 Reichling, F., Whalen, C., & Congressional Budget Office. (2012). Review of Estimates of the Frisch 133

Elasticity of Labor Supply. Retrieved from https://www.cbo.gov/sites/default/files/112th-
congress-2011-2012/workingpaper/10-25-2012-Frisch_Elasticity_of_Labor_Supply_0.pdf 
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critics see such a relationship as punishing high earners and unfair.  Could a similar 134

argument about labor supply be made for College 2.0’s percentage contributions? 

To answer directly, Frisch elasticity does not pose a problem for College 2.0. The 
College 2.0 Model structures price competition through a flat, base contribution 
percentage specific to each school. This was an important feature for determining the 
financial identity of College 2.0 institutions and accommodating their needs. When 
comparing institutions, students can clearly understand their potential financial 
commitments at each and know that the percentage will not be changed on them. 
Although the percentage of income results in different dollar amount contributions for 
graduates, that rate stays the same and serves as the constant link between all 
attending students at a given institution. Without brackets that increase rates as wages 
do, grads have no disincentive for working more or pursuing higher earnings—take-
home pay rises proportionately with wage increases because the contribution rate stays 
the same. Furthermore, the high-income cap provides yet another layer of protection 
from runaway higher education contributions. (See Part 3 for percentage fairness, Part 9 
for income thresholds) 

Without a costly loan obligation to worry about, some graduates may take lower-paying 
jobs, like public sector or “passion” careers.  Should a trend develop in which more 135

College 2.0 graduates pursue lower-earning careers than traditional college graduates 
do currently, there exists the potential for lower average graduate earnings and less 
revenue for the institution. On the other hand, it is not yet known whether College 2.0 
graduates’ will pursue graduate school in any greater numbers, which would delay 
contributions but ultimately result in higher earnings. An eventual application of the 
College 2.0 Model to graduate studies, removing the disincentive that comes with grad 
school’s high potential loan obligations, could boost its enrollment (a future project 
under consideration by FICS America). Whether these phenomena will occur, and to 
what extent they affect revenue, cannot be quantified until College 2.0 is subjected to 
study in practice. Fortunately, the same can be said for College 2.0’s positive, 
counterbalancing effects on employment.

Life’s many nonacademic financial obligations, like maintaining a standard of living, 
place more than enough pressure on individuals to seek employment that labor non-
participation symptomatic of College 2.0 is not a concern. Although lower earnings are a 
possibility, they don’t pose a threat to institutions’ solvency, especially in light of College 
2.0’s many other success-enhancing features like mentorship, career support services, 
and completion incentives. These considerations apply to the vast majority of students 
likely to enroll in College 2.0 schools—those with their entire, or even second-half of 
their careers ahead of them. But there is one class of student that might fall under the 

 Mankiw, N. G. (2010). Spreading the Wealth Around: Reflections Inspired by Joe the Plumber. Eastern 134

Economic Journal, 36 , 285–298. http://doi.org/10.1057/eej.2010.22 

 Minicozzi, A. L. (2002). The Short Term Effect of Educational Debt on Job Decisions. Retrieved from 135

http://www.ssc.wisc.edu/~jkennan/teaching/minicozzi02.pdf 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

http://doi.org/10.1057/eej.2010.22
http://ficsamerica.org
http://www.ssc.wisc.edu/~jkennan/teaching/minicozzi02.pdf


FICSAmerica.org �51

distinction of free rider: retirees (specifically those with no plans to reenter the labor 
force). 

Older students are already attending college in increasing numbers.  In the absence 136

of a price tag or income obligation afterward, retirees may feel even more compelled to 
study. Of course, admissions processes and competition with other applicants moderate 
the numbers of labor-averse persons from flooding the institution without any hope for a 
return on investment. Even a modest increase in retired students, or any students with 
no plans to work, may make a noticeable mark on a College 2.0 school’s ledgers. 

Diversity’s benefits to a college campus extend to age, and FICS America does not 
support discriminatory measures to reduce access or admissions based on age. 
Instead, we recommend the creation of programs designed to cater specifically to the 
needs and goals of retired students. Programs have begun to sprout across the country, 
and College 2.0 may be good opportunity for their wider adoption.  Such programs—137

alternative non-career paths with perhaps their own up-front fee structure—can both 
accommodate retirees while avoiding conflicts with College 2.0’s income-based model. 
Those up-front fees can additionally serve as a valuable revenue stream while College 
2.0 participants delay their contributions until after college. (See Part 20 for 
nontraditional students) 

Pricing 
A discussion of price cannot go without the mention of inflation, the omnipresent force 
that has consistently pushed tuition prices, and their underlying costs, upward. Although 
earnings for most workers haven’t made significant gains beyond inflation, early-career 
college grads have seen their incomes rise.   Regardless of whether graduate 138 139

earnings keep steady with inflation or outpace it, College 2.0’s system of tying 
contributions to a percentage of income means institutions’ revenue will adapt to 
inflation far better than a set price can (with the safety of unemployment built-in). 

In addition to a more inflation-responsive revenue system, College 2.0 includes three 
budget-focused downward pressures that incentivize cost minimization: powerful price 
competition, natural price ceiling, and long-term investment yield. 

 Hannon, K. (2015, April 3). Over 50 and Back in College, Preparing for a New Career. The New York 136

Times. Retrieved from https://www.nytimes.com/2015/04/04/your-money/over-50-and-back-in-college-
preparing-for-a-new-career.html 

 Rolfes, E. (2014, April 29). Why boomers are retiring to college. PBS Newshour. Retrieved from http://137

www.pbs.org/newshour/updates/why-boomers-are-retiring-to-college/ 

 Desilver, D., & Pew Research Center. (2014). For most workers, real wages have barely budged for 138

decades. Retrieved from http://www.pewresearch.org/fact-tank/2014/10/09/for-most-workers-real-wages-
have-barely-budged-for-decades/ 

 Pew Research Center. (2014). The Rising Cost of Not Going to College: Chapter 1: Education and 139

Economic Outcomes Among the Young. Retrieved from http://www.pewsocialtrends.org/2014/02/11/
chapter-1-education-and-economic-outcomes-among-the-young/ 
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Today’s students face an obfuscated pricing system that impedes their ability to make 
informed decisions about their financial commitments at different colleges. Traditional 
institutions advertise a “sticker price” that represents the standard tuition rate charged to 
students, plus a host of of estimated expenses that combine to form the cost of 
attendance. But thanks to tuition discounting, that sticker price doesn’t apply to most 
students. It isn’t immediately clear to applicants just how much financial aid they will 
receive, at least until late in the decision-making process. Not only does this enable 
sticker price shock, but it leaves students in the position to guess their ability to pay for 
a certain school, making it nearly impossible to select a college based on price.  When 140

sticker prices are so unclear, colleges obscure any potential competition that would 
otherwise keep prices low, a problem only exacerbated by buffers to those prices. 

The mere availability of generous student loans enables institutions to charge as high of 
a price as they please without the impact on demand that would be seen in a healthy 
market. A similar argument was notably made by former US Secretary of Education 
William Bennett in 1987, and has been the topic of much debate in higher education 
policy circles since.  The subsequent studies that addressed Bennett’s hypothesis, of 141

which there aren’t many, have explored one of two related topics: a direct cause-and-
effect relationship between increases in aid and tuition, or the effect tuition increases 
have on enrollment. 

FICS America does not argue for the existence of a direct cause-and-effect relationship 
between aid increases and price increases. The notion is that once aid is raised, 
colleges then go and “tax” it by raising prices—such a reading misses the fundamental 
issue. Other than in cases involving for-profit colleges, studies have shown little to no 
evidence of aid increases directly resulting in tuition increases.   Nor does the 142 143

organization argue that college leaders make zero consideration of maintaining price or 
cutting costs. Not-for-profit institutions may increase their prices at different times and 
for different reasons (as explained throughout in this section), which may not directly 
coincide with increases in aid. However, it isn’t increases in aid that matter as much as 
the simple availability of aid . Attention should instead be paid to the breakdown of the 
market between students and institutions. Loans buffer students’ price sensitivity, 
clearing the path for tuition increases without consequences for demand. 

 The Institute for College Access & Success. (2008). Paving the Way: How Financial Aid Awareness 140

Affects College Access and Success. Retrieved from http://ticas.org/sites/default/files/pub_files/
Paving_the_Way.pdf 

 Bennett, W. J. (1987, February 18). Our Greedy Colleges. The New York Times. Retrieved from http://141

www.nytimes.com/1987/02/18/opinion/our-greedy-colleges.html 

 Lucca, D. O., Nadauld, T., Shen, K., & Federal Reserve Bank of New York. (2016). Credit Supply and 142

the Rise in College Tuition: Evidence from the Expansion in Federal Student Aid Programs. Retrieved 
from https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr733.pdf 

 Archibald, R. B., Feldman, D. H., & American Council on Education. (2016). Federal Financial Aid 143

Policy and College Behavior. Retrieved from http://www.acenet.edu/news-room/Documents/Paper-
Archibald-Feldman-Federal-Financial-Aid-Policy.pdf 
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Because it is not a causal relationship but a correlative one, student loans’ role in 
facilitating rising prices is one that is difficult to quantify. What has been demonstrated in 
a number of studies is enrollment’s lack of responsiveness to tuition increases.    144 145 146

The consistency in enrollment as prices soar sheds light on the problematic inelasticity 
of demand that fails to keep prices low.  For instance, large increases in tuition do not 147

have proportionately large impacts on enrollment—students just keep coming.  Even 148

for those most exposed to tuition increases, the high-income students who pay sticker 
price and do not take out loans, the impact on demand is marginal at best. At top-tier 
institutions with larger populations of high-income students, tuition increases have had 
just a slight impact on enrollment not otherwise seen at other schools.  149

Upon observing the maintenance of enrollment levels when prices increase, one could 
logically deduce that colleges are still underpriced and therefore justified in raising 
tuition. This would be a fair conclusion in a healthy market scenario, in which students 
were fully exposed to price and could be “priced out” at a certain point, but higher 
education is not. 

A key indicator of student loans’ impact on enabling price increases, and their culpability 
as a source of enrollment’s inelasticity, is their growth in relation to one another. Total 
cost of attendance increases (including tuition, fees, room and board, etc) outpace 
inflation and wages, further widening the portion of students who cannot afford to pay.  150

 Ahmed, S., & Ghosh, A. (2012). Tuition Elasticity: Student Responsiveness to Tuition Increases. 144

Retrieved from http://www.hanoverresearch.com/2012/06/28/tuition-elasticity-student-responsiveness-to-
tuition-increases/ 

 Long, B. T. (2004). How have college decisions changed over time? An application of the conditional 145

logistic choice model. Journal of Econometrics, 121 (1–2), 271–296. http://doi.org/10.1016/j.jeconom.
2003.10.004 

 DesJardins, S. L., & Bell, A. (2006). Using Economic Concepts to Inform Enrollment Management. 146

New Directions for Institutional Research, 132 , 59–74. http://doi.org/10.1002/ir.196 

 The College Board. (2014). Figure 20: Postsecondary Fall Enrollment by Attendance Status and Level 147

of Enrollment (with Percentage of All Students Enrolled in Each Sector), 1995 to 2014, Selected Years. 
Retrieved September 20, 2016, from https://trends.collegeboard.org/college-pricing/figures-tables/
enrollment-level-enrollment-and-attendance-status-over-time 

 Hemelt, S. W., & Marcotte, D. E. (2008). Rising Tuition and Enrollment in Public Higher Education (IZA 148

Discussion Paper No. 3827). Retrieved from http://ftp.iza.org/dp3827.pdf 

 Hemelt, S. W., & Marcotte, D. E. (2011). The Impact of Tuition Increases on Enrollment at Public 149

Colleges and Universities. Educational Evaluation and Policy Analysis, 33 (4), 435–457. http://doi.org/
10.3102/0162373711415261 

 Bureau of Labor Statistics, & U.S. Department of Labor. (2016). College tuition and fees increase 63 150

percent since January 2006. The Economics Daily. Retrieved from https://www.bls.gov/opub/ted/2016/
college-tuition-and-fees-increase-63-percent-since-january-2006.htm 
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  At the same time, student debt has skyrocketed, both in the number of students in 151 152

debt and the average debt per student.  153

The relationship resembles that of a runaway train, in which an institution’s price can 
continue to rise because its brakes, student budget limitations, have been rendered 
irrelevant by plentiful loans. If price goes up and it exceeds a student’s ability to pay 
plus any aid received, loans are there to cover what is left. Student loans provide little 
disincentive to raise those prices versus, for instance, increasing efficiencies or cutting 
costs, because they face no consequences from drops in enrollment. 

None of this is to say that students do not notice or care about tuition prices, nor that 
sticker price shock doesn’t exist. Quite the contrary—College 2.0 began as a student 
response to tuition increases. People are aware of college’s financial demands—with no 
shortage of media attention, the specter of student debt looms heavily over the general 
public. Protests on college campuses across the country capture some of the well-
placed outrage students feel with every additional price hike.  The prospect of 154

financial burden is the primary reason people do not pursue a four-year bachelor’s 
degree in the first place, according to one survey.  However, students continue to 155

enroll. Many students still feel college is their opportunity for a bright future despite the 
tuition increases, which only exacerbates the anger when that future is chiseled away 
by the prospect of more debt.  The factors that influence demand are more 156

complicated than price alone, in part because price and financial obligation can be so 
difficult to understand. 

 Mitchell, M., Leachman, M., Masterson, K., & Center on Budget and Policy Priorities. (2016). Funding 151

Down, Tuition Up: State Cuts to Higher Education Threaten Quality and Affordability at Public Colleges. 
Retrieved from http://www.cbpp.org/research/state-budget-and-tax/funding-down-tuition-up 

 The College Board. (2017). Tuition and Fees and Room and Board over Time. Retrieved April 4, 2017, 152

from https://trends.collegeboard.org/college-pricing/figures-tables/tuition-fees-room-and-board-over-time  

 Cochrane, D., Cheng, D., & The Institute for College Access & Success. (2016). Student Debt and the 153

Class of 2015. Retrieved from http://ticas.org/sites/default/files/pub_files/classof2015.pdf 

 Xia, R. (2016, November 15). As students protest, Cal State trustees seek more state funding to avoid 154

tuition increase. The Los Angeles Times. Retrieved from http://www.latimes.com/local/lanow/la-me-cal-
state-trustees-tuition-20161115-story.html 

 Taylor, P., Parker, K., Fry, R., Cohn, D., Wang, W., Velasco, G., ... Pew Social & Demographic Trends. 155

(2011). Is College Worth It? College Presidents, Public Assess Value, Quality and Mission of Higher 
Education. Retrieved from http://www.pewsocialtrends.org/2011/05/15/is-college-worth-it/ 

 New, J. (2015, September 29). Half of college graduates say college is worth cost, survey finds. Inside 156

Higher Ed. Retrieved from https://www.insidehighered.com/news/2015/09/29/half-college-graduates-say-
college-worth-cost-survey-finds 
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Traditional models of studying price sensitivity and price-setting have used ability to pay 
as a metric for measuring demand.  With student loans readily available and growing, 157

family earnings having not kept up with tuition increases, and unmet need rampant, the 
conversation of college cost and price sensitivity must shift from ability to pay up-front to 
a more relevant measure: willingness to borrow. 

College pricing breaks down when based on students’ willingness to borrow. As 
discussed earlier, the financial commitment associated with student loans is not always 
immediately apparent to students when they are accepted. (See Part 10) A survey of 
student loan borrowers indicated that they found it too easy to take out student loans, 
did not fully grasp the level of financial commitments they were making, and could have 
been better informed.  Behavioral economics would support such conclusions, that 158

present bias and future discounting affect students’ financial decision-making 
process.  Furthermore, a loan amount can be difficult to understand when a student’s 159

future income is uncertain.  The difficulty students face in understanding their levels of 160

debt underscores the preexisting problem of price obscurity in higher education. Thus, 
the lack of information, along with skewed rationality, cloud students’ willingness to 
borrow and can contribute to the maintenance of demand in spite of increasing prices. 

An appropriate question to ask when discussing demand is whether students have seen 
a growth in value to justify higher prices and loans. From a financial gains perspective, 
have students been given more bang for their buck? Nationally, increases in tuition have 
not correlated with proportionate increases in wage premiums.  Instead, the cost of 161

not pursuing a bachelor’s degree has increased. The earnings of those without a 
bachelor’s degree have not kept up, and that decreased earning potential has 

 Robinson, S. P. (2014). Tuition Elasticity: The Multivariate Relationship between Tuition + Enrollment. 157

Retrieved from https://enrollment.org/resources/data-finance/item/146-tuition-elasticity-the-multivariate-
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 Delisle, J., Holt, A., & New America. (2015). Why Student Loans Are Different: Findings From Six 158

Focus Groups of Student Loan Borrowers. Retrieved from https://static.newamerica.org/attachments/
2358-why-student-loans-are-different/
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 Boatman, A., Evans, B., & Soliz, A. (2014). Applying the Lessons of Behavioral Economics to Improve 159

the Federal Student Loan Programs: Six Policy Recommendations. Retrieved from https://
www.luminafoundation.org/files/publications/ideas_summit/
Applying_the_Lessons_of_Behavioral_Economics_to_improve_the_Federal_Policy_Loan_Programs.pdf  

 King, T., Frishberg, I., & The State PIRGs. (2001). Big Loans Bigger Problems: A Report on the Sticker 160

Shock of Student Loans. Retrieved from http://www.uspirg.org/sites/pirg/files/reports/
Big_Loans_Bigger_Problems_USPIRG.pdf 

 Weinstein, A. (2017, March 29). U.S. College Grads See Slim-to-Nothing Wage Gains Since 161

Recession. Bloomberg. Retrieved from https://www.bloomberg.com/news/articles/2017-03-30/u-s-college-
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supported the maintenance of demand as prices rose.  It’s not about the value of a 162

degree increasing, but about not falling behind in a changing economy—students have 
little choice but to shoulder the debt and pursue a pricier education nonetheless.  163

This document discusses competition between colleges themselves at length, but we 
cannot forget that a bachelor’s degree from a traditional four-year college has not had 
much competition in general. The limited options for comparable career prospects and 
wage premiums help four-year institutions survive the drops in demand that would 
otherwise follow price increases. Community colleges have provided students with a 
cheaper alternative, and new entrants like coding bootcamps have room to grow, but 
four-year universities still stand head and shoulders above any other pathways to well-
paying careers. Students don’t have enough competitive options yet and that in itself 
has buffered price sensitivity. As long as a bachelor’s degree remains students’ best 
option for a bright future, efforts should be made to make that pursuit as cost-effective 
as possible. 

Only when quality and affordability are both given equal consideration can value serve 
as an influential competitive metric. A big issue is the criteria used to define the “quality” 
of an institution. Which counts for quality has come to more significantly focus on 
resources and inputs like the academic characteristics of incoming students, rather than 
student outcomes and their weight against the cost to students. As noted above, value 
is an important part of pursuing a bachelor’s degree. But with the incomplete financial 
information and buffered price sensitivity found in today’s higher education landscape, 
value is kept from playing enough of a role in choosing between schools—and therefore 
cannot counter the upward pressures of resource competition. Nowhere does that play 
out more clearly than in popular college rankings and their singular focus on resources 
and inputs over affordability and outcomes. 

A central investigation of this section is the identification of factors influencing the cost to 
educate in higher education and the explanation of College 2.0’s downward cost 
pressures that answer them. There is perhaps a no more perverse set of upward 
pressures than those represented in, and exacerbated by, college rankings (for the 
purpose of discussion, specifically the dominant U.S. News and World Report Best 
Colleges list), which reward institutions for spending more on each student. Competition 
has heated up as test scores became widely adopted and more people sought college 
degrees across state lines.  Despite attempts to bring value to the forefront of higher 164

education, like the College Scorecard, the resource-centric conception of quality reigns 
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logistic choice model. Journal of Econometrics, 121 (1–2), 271–296. http://doi.org/10.1016/j.jeconom.
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supreme. In response, institutions both public and private have escalated their efforts to 
attract students by hoarding resources—such is the conclusion reached by Howard 
Bowen in his revenue theory of cost.  165

With price competition rendered ineffective, evidence of Bowen’s theory can be seen in 
the arena of rankings, where resource competition is left to dominate without much 
downward pressure. Despite their cultural force and publicity, rankings have a 
disproportionately high impact on college leaders’ decision-making than they actually do 
on students’ enrollment decisions.  Indeed, rankings have come to play such an 166

outsized role in higher education that some college presidents’ pay depends on them.  167

And while rankings have played at least some part in the world-renowned quality and 
competitive tradition of American institutions, rankings have had consequences through 
their problematic formulation, encouragement of skewed competition over resources 
rather than value, and contribution to rising prices.168

Demand and budget making break down at the intersection of selectivity and price in 
rankings.    Selectivity functions as a skewed representation of both demand and 169 170 171

quality (or perhaps more accurately, prestige), because from a greater number of 
applicants, the institution can admit students with increasingly higher academic 
credentials. While increasing selectivity rates can be credited in part to students sending 
in applications to a number of institutions, the process of completing and paying for an 
application indicates the demand factor most important to this discussion: student 
willingness to attend in spite of price. 
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The extent to which price and selectivity are considered signals of quality and demand 
can be seen in the weight given to their counterparts in rankings calculations.  A 172

higher price generates greater resources, and boosted selectivity indicates increased 
demand and prestige, impacting rankings and reinforcing each other.  If an institution’s 173

ranking moves up, demand increases, therefore justifying raises in price and 
selectivity.   The vicious circle turns once again. When peer institutions make similar 174

competitive moves, the race tightens around which institution can improve those metrics 
enough to move upward in the ranks, let alone keep from falling. All the while, prices 
move upward. 

The self-reinforcing cycle of price, selectivity, and ranking highlights just how misaligned 
the competition is for students and faculty. Despite its significance to administrators and 
rankings, selectivity has been shown to hold a tenuous relationship with actual 
educational processes and experiences.  Selectivity, instead, represents inputs rather 175

than outputs, capturing certain academic credentials like the test scores of incomings 
students as a measure of quality. Likewise, the resource component of rankings largely 
neglects how those resources are spent. Greater funds can have tangible effects on 
educational quality, like when it comes to recruiting of prestigious faculty, but there are 
forces that drive significant non-pecuniary spending too. It is easy to understand how 
amenities can be so persuasive to prospective students, and why college leaders might 
pursue upgrading them—quality of life affects demand.  But when inputs like 176

selectivity and resources are divorced from outputs, institutions build taller barriers to 
access and affordability. 

The negative effects of the rankings phenomenon are most visible at elite colleges, with 
selectivity particularly correlated with demand at large universities and high price more 
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influential on demand at liberal arts colleges.  But no college public or private is 177

immune to the overall culture and upward market forces rankings have contributed to, in 
which price and selectivity are synonymous with quality, and the consequences are felt 
by students beyond just the top-tier. The distribution of students across higher education 
has become increasingly stratified, keeping high-achieving low-income and minority 
students from selective or high price institutions.   Some institutions even shift 178 179

need-based aid to merit aid in order to better compete for traditional high-achievers.  180

An institution’s transition to College 2.0 cannot simultaneously render popular rankings 
obsolete, but it can augment the factors that raise the competitive stakes and 
undermine any semblance of reasonable pricing. 

In higher education’s fiercely competitive environment, affordability can be achieved by 
reorienting competition on a new plane: price. A financial model in which students have 
access to centralized, unobscured information about financial commitments and 
outcomes (the institution’s value add on graduate earnings), free from tampering or 
veiling, facilitates direct price competition between institutions that will bring rates down 
and benefit students. 

A prospective student’s eventual earnings are impossible to predict, but a percentage of 
income is clear regardless of outcome. The average graduate income schools advertise 
alongside their alumnumbers gives students an even better idea of what that outcome 
might look like, and how their respective contribution percentages might add up given 
the institution’s history. What students see is what they get—any add-ons and 
percentage decrease incentives are listed completely on the College 2.0 Compare 
website, and whether they are applied depends on the student’s own decisions. 

A benefit of income percentage contributions is their natural ceiling that limits just how 
high institutions can push that obligation. With average graduate income displayed 
alongside the institution’s contribution rate and percentage, prospective students can 
weigh their financial commitment against the institution’s wage premium and determine 
whether the value meets their criteria to apply. At a certain point, the institution will 
encounter the law of diminishing returns when a percentage is deemed too high by the 
market and thus deters enrollment, especially in light of competition with other 
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institutions. Under the current, traditional model, no such counterincentive exists. As 
long as student loans remain plentiful and available, students have a means to front 
whatever price the colleges place on their education. 

With a holistic understanding of financial commitment, students’ demand can become 
elastic. Comparing “price” (student alumnumbers) can finally serve as a counter to 
institutions’ competition for resources, and that price comes with a clear limit to just how 
great a percentage of income institutions can see. Furthermore, when the institution’s 
revenue is dependent on those outcomes, its resource competitiveness is directly tied 
not to its price, but how well it serves its purpose of preparing students for life. 

The publishers of rankings may need to alter their criteria as the higher education 
landscape evolves. Selectivity and resources are incomplete measures of quality and 
fall short of fully representing outcomes. A new financial model like College 2.0 
deserves an updated critical lens—one that should give considerable weight to value. 

A more useful competitive measure and incentive-aligning quality indicator is value-add
—particularly, a given institution’s unique ability to improve students’ future outcomes—
which is not given clear or considerable weight in rankings.    The closest U.S. 181 182 183

News rankings come to measuring outcomes is graduation rate and the modest 
inclusion of alumni giving as a proxy for student success (a quality institution will 
graduate students who go on to earn enough to make sizable donations, so the logic 
goes). Value-added measures are built into College 2.0’s pricing model, in which 
students compare each institution’s financial obligations based on outcomes and wage 
premiums. 

Higher education need not be a zero sum game, and College 2.0 can mitigate rankings’ 
traditional shortcomings to convey the benefits of schools that don’t necessarily crack 
the top-tier. With a limited number of spots in the rankings, not every institution that 
makes considerable gains in aspects most important to students will achieve a high 
rank to show for it. Neither can an institution that does more with less, achieving strong 
outcomes with fewer resources, make much of a mark using traditional measures of 
input-quality. 

A value-added measure gives more institutions a shot at getting the recognition they 
deserve for the work they do to affordably lift students out of poverty and help students 
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on their path toward success. Alternative rankings have begun to capture outcomes, but 
more can be done to facilitate competition beyond just resources.  Broadening the 184

scope of institutions that can compete for students can both increase pressures on top-
tier institutions and reduce the stratification of higher education. Moreover, College 2.0’s 
removal of up-front costs as the potential to reduce the barriers that high-achieving low-
income and minority students face in accessing them. 

College 2.0 institutions prove their quality through the outcomes of their graduates, 
rather than just the credentials of the students they enroll. What comes with that shift is 
aligned incentives, cost reduction and competition, and a better selection experience for 
prospective students. College leaders won’t need to rely solely on rankings with 
problematic criteria to affirm their worth —value rises to the top as competitive measure 
when attracting students and faculty without succumbing to resource hoarding. 

The Plan can neither plug the demand for quality faculty and capital improvements, but 
institutions will need to be more judicious in their pursuits of new expenditures. College 
2.0’s revenue increases will, in some capacity, allow institutions to spend more . The 
College 2.0 Model cannot be realistically expected to dictate institutional spending, but it 
can create forces that drive frugality. A formidable competitive market on price ensures 
that the effects of upward pressures on cost are met with powerful downward forces, 
moving institutions closer to a cost equilibrium. 

Competition on price and the natural price ceiling on income percentages each 
contribute to building rationality into higher education spending by placing limits on just 
how much institutions can expect their students to contribute. An equally important 
piece of the puzzle is College 2.0’s removal of the quick revenue boost through a long-
term investment yield. In the traditional college tuition model, an institution can raise 
tuition and see the spike in revenue as quickly as students pay for their next academic 
term, which can be a matter of months in some cases. College 2.0 funding manifests 
over the long-term, and decisions about changing contribution rates do not affect the 
institution’s bottom line until the first students to have the new rate graduate and enter 
careers. 

College 2.0 occupies the seemingly paradoxical intersection of revenue growth and cost 
reduction. Conventional wisdom would assert that raising revenues does not encourage 
an institution to cut costs, but it isn’t the amount of revenue that incentivizes efficiency in 
College 2.0, it is the nature of that revenue. As established earlier, College 2.0 places 
constraints on the aspects of revenue that allow for increased spending. If an institution 
wants to take on an expensive project, it must be carefully planned and budgeted 
accordingly. Gone are the days of spiking tuition and instantly reaping the rewards. 

Furthermore, College 2.0’s revenue increases are balanced in part by new cost 
responsibilities. College 2.0 introduces price competition in the textbook market by 

 Washington Monthly. (2016). A Note on Methodology: 4-year Colleges and Universities. Washington 184

Monthly. Retrieved from http://washingtonmonthly.com/magazine/septemberoctober-2016/a-note-on-
methodology-4-year-colleges-and-universities-7/  
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putting purchasing power in the hands of those who select which materials to use. (See 
Part 8) Participant contributions include the coverage of those costs built-in, as 
calculated by the Algorithm to ensure that institutions can meet that new expense. But 
with that new obligation, along with upgraded career services, comes with a necessity 
for discipline and efficiency—increasing student success and cutting costs. What those 
efficiencies look like, however, will be impacted to a great extent by technological 
developments and their acceptance into higher education. 

Labor Costs 
College 2.0’s feature set does not extend to the classroom, therefore its prescriptions do 
not explicitly cover enhancements in learning and pedagogy. But in much the same way 
it introduces pressures to encourage certain financial behavior, College 2.0’s revenue 
constraints place significant pressure on the pursuit of productivity innovations. 

Cost disease offers a labor-oriented explanation of increasing higher education costs, 
but the tangible impact of labor on colleges (and the prices they charge students) is far 
more complicated than Baumol and Bowen’s theory would make it seem. Today’s 
institutions are home to a growing and increasingly treacherous three-headed beast—
increased adjunct faculty hiring, bloated administration, and rising earnings—that has 
(at least) as threatening of implications for quality and student experience as it does for 
cost. Accounting for these patterns is necessary for College 2.0’s financial redesign to 
be sustainable. The Model does so with financial pressures toward two objectives: cure 
administrative bloat and create a sustainable financial environment to support full-time 
tenure track faculty without resorting to more adjunct hiring. 

Setting faculty compensation is complicated. A number of factors go into determining 
wages, some internal and some external, and the same applies for the reasons wages 
are going up.185

Factors influencing faculty compensation include:  
• institutional classification (research, public, private, size, etc)  
• institutional resources 
• seniority 
• tenure status 
• rank 
• department/field of expertise 
• student assessments/teaching quality 
• summer money 
• outside offers/competition 
• economy/market 
• benefits 
• cost of living 

 Bergeth, C. (2007). Wage Differentiation Among University Professors: Evidence from UNI’s College of 185

Business Administration. Retrieved from http://citeseerx.ist.psu.edu/viewdoc/download?
doi=10.1.1.452.3107&rep=rep1&type=pdf 
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• research publishing 
• service contribution 
• supply of doctorates 

One can point to either external forces like benefits or internal forces like pursuit of 
prestige and still get part of the picture correct. Even the classification of the institution 
and the faculty member’s field of study play an important role, with the competition for 
labor between public and private institutions in each market driving up wages.   But 186 187

while external forces largely extend beyond the domain of College 2.0, it can provide an 
incentive to do something about the internal factors under each institution’s control. 

There needs to be a strong financial incentive for entry into academia, especially in light 
of the high cost of attaining the required graduate education. That’s not even to say 
whether current faculty compensation levels (including benefits) are commensurate for 
their level of training and specialty. But the steady rise in faculty pay is an undeniably 
growing expense, regardless of level, justification, or payer.   The growth matters 188 189

for discussions of price because instruction often makes up the largest cost to educate 
expense.   Benefits and pension costs have driven a significant and growing chunk 190 191

 Rippner, J. A., & Toutkoushian, R. K. (2015). The “Big Bang” in Public and Private Faculty Salaries. 186

Journal of Education Finance, 41 (2), 103–123. Retrieved from http://ihe.uga.edu/uploads/publications/
faculty/Rippner_Toutkoushian_JEF_2015.pdf 

 Geisler, I., & Oaxaca, R. L. (2005). Faculty Salary Determination at a Research I University. Retrieved 187

from http://users.nber.org/~sewp/events/2005.01.14/Bios+Links/Oaxaca-rec1-Academic-Salary05.pdf 

 American Association of University Professors. (2016). Higher Education at a Crossroads: The 188

Economic Value of Tenure and the Security of the Profession. Retrieved from https://www.aaup.org/sites/
default/files/2015-16EconomicStatusReport.pdf 

 National Center for Education Statistics, & U.S. Department of Education. (2013, October). Average 189

benefit expenditure for full-time instructional faculty on 9-month contracts in degree-granting 
postsecondary institutions, by type of benefit and control of institution: Selected years, 1977-78 through 
2010-11. Retrieved September 2, 2016, from https://nces.ed.gov/programs/digest/d13/tables/
dt13_316.70.asp 

 Desrochers, D. M., Hurlburt, S., Delta Cost Project, & American Institutes for Research. (2016). Trends 190

in College Spending: 2003–2013. Retrieved from http://www.air.org/system/files/downloads/report/Delta-
Cost-Trends-in-College%20Spending-January-2016.pdf 

 National Center for Education Statistics, & U.S. Department of Education. (2016). How much do 191

colleges and universities spend on students? Retrieved September 2, 2016, from https://nces.ed.gov/
fastfacts/display.asp?id=75 
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of new spending.   At the same time, full-time tenure track faculty have seen a 192 193

slowing of their hiring, with corresponding jumps in adjunct faculty and administrative 
staffing.  The two trends of pay increases and tenure-track job cuts stand at odds with 194

one another and with the quality of an institution’s academic offerings. Without changes, 
colleges may continue to offset rising faculty compensation with further reduction in their 
ranks. College 2.0 can help remedy the colleges’ financial dysfunction and sustainably 
support full-time tenure-track professorships with robust and commensurate pay. 

A helpful response to rising faculty pay is College 2.0’s derivation of revenue from 
inflation-responsive graduate earnings, but it cannot be expected to entirely stave off 
the cost imbalance as faculty wages and benefits outpace inflation. Increasing 
productivity, namely the number of students taught by a faculty member, is one 
answer.  A sustainable model for the institution, one that facilitates the healthy hiring 195

and pay of faculty, maintains a much closer relationship between teaching productivity 
and wages.  When wages rise alongside productivity, firms and workers see 196

proportionate gains. If professors’ compensation increases but the numbers of students 
they teach does not grow accordingly, a prolonged trend of such a relationship can lead 
to devastating costs to educate—or simply far more part-time and non-tenure track 
faculty. For the institution and those responsible for its budget decisions, the productivity 
gap is a financially damaging one, especially when faced with growing enrollment. From 
a dollars-and-cents perspective, teaching becomes less and less cost-effective. 

Research universities make an additional, competing demand on professors’ time: 
publishing. The teaching productivity flatline is not necessarily a reason to curb research
—its financial and academic benefits can be worthwhile.  Nor would cost-effectiveness 197

be achieved by boosting research output to bring in more dollars if it perpetuates 
existing problems, taking away teaching time and increasing reliance on adjunct faculty. 

 Marcus, J. (2015, August 10). The Pension Crisis at Public Universities. The Atlantic. Retrieved from 192

https://www.theatlantic.com/education/archive/2015/08/entitlements-for-education-pension-universities/
400820/ 

 Theen, A. (2016, March 4). University of Oregon’s board approves tuition hike as students walk out in 193

protest. The Oregonian. Retrieved from http://www.oregonlive.com/education/index.ssf/2016/03/
university_of_oregon_board_app.html 

 Desrochers, D. M., Kirshstein, R., Delta Cost Project, & American Institutes for Research. (2014). 194

Labor Intensive or Labor Expensive Changing Staffing and Compensation Patterns in Higher Education. 
Retrieved from http://www.air.org/sites/default/files/downloads/report/DeltaCostAIR-Labor-Expensive-
Higher-Education-Staffing-Brief-Feb2014.pdf 

 Archibald, R. B., & Feldman, D. H. (2006). Explaining Increases in Higher Education Costs (College of 195

William and Mary Department of Economics Working Paper No. 42). Retrieved from http://
economics.wm.edu/wp/cwm_wp42.pdf 

 Archibald, R. B., Feldman, D. H., & American Council on Education. (2012). The Anatomy of College 196

Tuition. Retrieved from http://www.acenet.edu/news-room/Documents/Anatomy-of-College-Tuition.pdf 

 Blank, R. (2015). A broader perspective on faculty workload. Retrieved from https://197

chancellor.wisc.edu/blog/a-broader-perspective-on-faculty-workload/ 
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The balancing act between publishing and teaching productivities is one that institutions 
delicately measure, but even that may not be financially sufficient.  If faculty time is 198

already maximized for cost-effectiveness and they cannot dedicate more of it to 
teaching without sacrificing another revenue stream, then the solution is to increase 
productivity within the time constraints. 

A barrier to this new classroom, however it may eventually be articulated, is the faculty-
to-student ratio. Heralded as a classic indicator of quality, the faculty-to-student ratio 
has historically represented class sizes and, therefore, a measurement of learning 
experience.  Smaller class sizes have meant more attention for students and better 199

engagement with faculty, and they continue to be rewarded with considerable weight in 
college rankings.  However, the ratio also captures productivity through the number of 200

students a faculty member can reach, and reflects the proportionately-high cost of 
educating when fewer students bear the weight of the faculty’s cost. For courses and 
subjects more conducive to scaling (think introductory math more than writing 
seminars), technology can effectively “expand” the classroom by increasing access, 
communication, and interactivity without literally expanding class sizes. The university’s 
cost-effective future necessitates the separation of this core measure of quality—the 
learning experience of the student—with principles such as class size in order to even 
open the door to innovations.  College 2.0 can help redefine quality around factors that 201

more accurately measure the benefits students get from their education, namely 
completion and outcomes. 

Of course, any technology implemented to boost professors’ reach must improve (or at 
the very least maintain) student success both in and beyond the physical classroom.  202

But it is still early days for classroom technology and its potential has yet to be fully 
realized. FICS America views College 2.0 as an important linchpin in the development 
of new educational delivery methods. The new financial model comes with the flexibility 
to accommodate teaching innovations as they permeate higher education’s future. 

 Courant, P. N., & Turner, S. (2017). Faculty Deployment in Research Universities. Retrieved from 198

http://www.nber.org/chapters/c13879.pdf 

 Clotfelter, C. T., Ehrenberg, R. G., Getz, M., Siegfried, J. J., & National Bureau of Economic Research. 199

(1991). Introduction to “Economic Challenges in Higher Education.” In Economic Challenges in Higher 
Education (pp. 1–16). University of Chicago Press. Retrieved from http://www.nber.org/chapters/
c6077.pdf 

 Minsky, C. (2016, February 22). Top 100 universities with the best student-to-staff ratio. Times Higher 200

Education. Retrieved from https://www.timeshighereducation.com/student/news/top-100-universities-best-
student-staff-ratio 

 Bowen, W. G. (2012). The “Cost Disease” in Higher Education: Is Technology the Answer? (The 201

Tanner Lectures). Retrieved from http://www.ithaka.org/sites/default/files/files/ITHAKA-
TheCostDiseaseinHigherEducation.pdf 

 De Vlieger, P., Jacob, B., & Stange, K. (2016). Measuring Instructor Effectiveness in Higher Education. 202

Retrieved from http://www.nber.org/chapters/c13880.pdf 
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Advancements in technology, along with better understandings of learning, provide a 
platform on which to increase productivity without threatening quality. 

College 2.0 can similarly bring efficiency to administrative bloat, a human capital 
problem in higher education that has accelerated in an almost Parkinson’s Law-esque 
fashion.  Some of those administrative positions are dedicated to important 203

developments in higher education, like dedicated staff to respond to and protect from 
sexual assault.   Others have more questionable necessity to the institution’s core 204 205

mission and well-being of students. The unparalleled growth in administrative staffing 
has had a major impact on universities, but the extent to which positions account for 
either necessary or wasteful spending is a matter of ongoing concern . 

Most institutions will need to conduct their own cost-benefit analyses of administrative 
spending, but some instances can be directly improved by College 2.0’s structure and 
downward pressures. One notable determinant of administrative bloat is compliance 
with government regulations, which can make up as much as 11 percent of an 
institution’s budget.  Many of those administrative positions deal with constant, 206

complicated, and recurring problems with managing the federal student aid system. 
Because College 2.0 does not use federal student aid, nor does it require students to 
complete the FAFSA, participating institutions cut out the many Title IV compliance 
obligations that concern administrators today.  207 208

As technology has boomed over the past two decades, IT jobs have proportionately 
skyrocketed to manage it all. Implementing and more deeply integrating technology, 
specifically the application of machine learning, automation, and data analysis to 

 Martin, R. E., Hill, R. C., & Waters, M. S. (2017). Baumol and Bowen Cost Effects in Research 203

Universities (LSU Department of Economics Working Papers Series No. 2017–3). Retrieved from http://
faculty.bus.lsu.edu/papers/pap17_03.pdf 

 Watanabe, T. (2014, May 14). College administrators learning to be sexual misconduct detectives. The 204

Los Angeles Times. Retrieved from http://www.latimes.com/local/education/la-me-sexual-
assault-20140515-story.html 

 Lam, M. (2014, April 14). 6 Ways Faculty and Staff Can Fight Sexual Violence on Campus. American 205

Association of University Women. Retrieved from http://www.aauw.org/2014/04/14/fight-campus-sexual-
violence/ 

 American Council on Education. (2015). Recalibrating Regulation of Colleges and Universities: Report 206

of the Task Force on Federal Regulation of Higher Education. Retrieved from https://
www.help.senate.gov/imo/media/Regulations_Task_Force_Report_2015_FINAL.pdf 

 Higher Education Compliance Alliance. (2017). HECA Compliance Matrix. Retrieved April 2, 2017, 207

from http://www.higheredcompliance.org/matrix/ 

 Zack-Decker, K. (2012). Compliance at Hartwick College: A Special Report to the President of the 208

College. Retrieved from https://www.naicu.edu/docLib/20130315_Compliance-HartwickColl-12-12.pdf 
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administrative tasks, carries the potential to transform governance.  Indeed, 209

technology supports the College 2.0 Algorithm’s use of data to create a smarter revenue 
model. But the more delicate task when reducing waste is the consideration of the cost 
of administrative tasks, the technological capacity to streamline them, and their relative 
IT management costs. 

Institutions transitioning to College 2.0 will need to identify and assess the value add of 
remaining administrative positions. The College 2.0 model itself calls for some modest 
administrative additions, like those managing bolstered career support and mentorship 
services. But those positions are designed to directly and positively impact revenue—
the success of those positions translates to student success and, ultimately, the 
institution’s returns. Where things get tricky is in the relative value of technological 
efficiency versus the labor necessary to manage that technology. With College 2.0, 
institutions will have to more wisely and frugally consider every nonacademic hire. 

Productivity and efficiency lie at the heart of College 2.0’s labor cost minimization and 
realigned priorities. Cutting back on adjunct faculty hiring trends to support the hiring 
and pay of full-time tenure track faculty depends on rethinking the classroom. Colleges 
will be on the right path when student-to-faculty ratio represents the institutions’ cost-
effectiveness, not a surrogate for quality. Institutions can neither ignore the long-term 
implications of pensions and benefits, and must reevaluate or even redesign those 
costs in light of College 2.0’s long-term yield. On the administrative side, reducing the 
applicable financial aid compliance requirements, implementing cost-effective 
automation to administrative tasks, and reassessing essential staffing will make bold 
steps toward de-bloating. Whether it is to assist faculty members or reduce 
administration, technology depends foremost on institutions’ widespread commitment 
and investment, and College 2.0 may provide the ultimate financial nudge to begin that 
process. 

Whereas College 2.0’s structural changes on price rein in ambitious spending, rankings 
and prestige maintain incentives for “quality.” The competition that has long led 
institutions to consume an ever-growing amount of resources is leveraged against price 
competition, creating a new symbiotic relationship in College 2.0 toward an equilibrium. 
Steady, long-term revenue growth makes institutions more sensitive to the prices and 
pursuits of big expenses, like major capital projects, that might otherwise be spurred 
with major revenue spikes.  The institution’s drive for quality and competitive edge 210

need not require an adversarial relationship with students—raising tuition to protect 
resources and prestige as the traditional system has operated. If an institution 
absolutely needs to raise revenues, but must maintain competitive rates, the solution is 
to boost enrollment, a simultaneous win for both the institution and students. 

 Rotman, D. (2013, June 12). How Technology Is Destroying Jobs. MIT Technology Review. Retrieved 209

from https://www.technologyreview.com/s/515926/how-technology-is-destroying-jobs/ 

 Getz, M., & Siegfried, J. J. (2004). The Sensitivity of Capital Use to Price in Higher Education 210

(Vanderbilt University Department of Economics Working Paper No. 04-W05). Retrieved from http://
www.accessecon.com/pubs/VUECON/vu04-w05.pdf 
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Additionally, bolstering career support services and creating relationships with 
employers can potentially increase the average graduate income, raising the 
institution’s bottom line while helping students financial opportunities. 

Consider lastly the competitive advantage of College 2.0 itself. Many of the pressures 
described in this document clearly apply to competition between College 2.0 institutions. 
What may be less apparent is how these pressures affect an early, transitional 
environment in which traditional institutions vastly outnumber College 2.0 first-adopters. 
When the first institutions transition to College 2.0 and market themselves to potential 
students, they will find themselves competing with a long-established system and 
college-going experience. At first glance, downward cost pressures like the removal of 
tuition increases for quick revenue boosts would seem to put College 2.0 institutions at 
a competitive disadvantage with regards to resources. But the restriction comes with an 
even greater reward: long-term revenue growth.

As discussed throughout this document, College 2.0 offers students an array of 
advantages over traditional institutions, including flexible contributions, eliminated 
interest, covered educational materials, aligned incentives, robust support systems, and 
career services. The value-add of these College 2.0 features can challenge the potential 
for skewed inaugural classes of participants, avoiding a trend of enrolling more risk-
tolerant or even less competitive students. Particularly when factoring in the institution’s 
existing academic prowess and offerings, College 2.0 mitigates the adverse selection 
problem that might otherwise make for cohorts of more risk-tolerant students. The 
quality academics that currently incentivize students to pursue certain institutions 
remains unchanged after transitioning to College 2.0—good schools are still good 
schools—but with the added benefits of College 2.0. 

In comparison with the alternative models, like recent free-tuition proposals, the 
downward pressures of College 2.0 are far less restrictive and burdensome. College 2.0 
does not threaten the elimination of government funding and tax exemption if costs are 
not kept low, all without the prospect of other revenue potential. Rather than demanding 
certain prices, College 2.0 weaves in its downward cost pressures within a model that 
still manages to provide increased funding, so for the first time, institutions will be 
pushed spend within their means while remaining competitive with their peers. 

How will institutions respond to the downward cost pressures introduced by College 
2.0? As is the case with a great deal of College 2.0, the answer is in the data. Today’s 
institutions work with incomplete or insufficient information about their financial positions 
and student outcomes. (See Part 49) Under College 2.0, leaders will be able to study 
the projected ramifications of their decision-making and, to an extent, even game out 
their options to make more informed decisions and protect against outcomes. 

Although College 2.0 does not explicitly change the governance structures or budgeting 
processes—who decides how much to spend and what to spend it on—increased 
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access to data will inform otherwise dysfunctional spending across large institutions.  211

When all institutional stakeholders are presented with a complete picture of available 
resources, rather than simply considering the needs of the respective silos, the 
disconnect in decentralized budget models can finally be remedied.  Over time, 212

metrics on participant behavior and career outcomes will better inform the rates at which 
contribution revenue fluctuates, allowing for superior financial planning. 

A goal of College 2.0 is to guarantee institution’s continued quality and competitive edge 
while minimizing costs and student prices. Resource competition can be healthy when 
tamped down by meaningful price competition. Quality need not be so heavily defined 
by high prices, selectivity, and student-to-faculty ratios, and College 2.0 helps students 
evaluate those factors with their value relative to the corresponding financial 
commitment. If a college doesn’t provide a strong enough return for what is asked, 
students can clearly see that ahead of time and make a more informed decision about 
where to study.  

State College 2.0

In the mid-20th century, it was not unheard of for public institutions to not charge 
students tuition. At that time, states funded their institutions at significantly higher levels 

 Alamuddin, R., Kurzweil, M., Rossman, D., & Ithaka S+R. (2016). Higher Ed Insights: Results of the 211

Spring 2016 Survey. Retrieved from http://www.sr.ithaka.org/wp-content/uploads/2016/09/
SR_Report_HigherEdInsights_Spring2016Survey_20160929.pdf 
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than they do today.  Eventually, higher education funding declined and those funds 213

were dedicated elsewhere.   The origins of College 2.0 are directly tied, and the 214 215

result of, this very phenomenon. 

College 2.0’s roots trace back to the promise of public education and an effort to protect 
it from the threat of declining state funding. FICS America began in the spring of 2011 
under the name Fix UC, a group of students at the University of California, Riverside 
that took on their state’s higher education budget cuts with an early version of the 
College 2.0 Plan.  That group pioneered the concepts replacing up-front costs and 216

student loans with contributions of a percentage of income earned for a set period of 
time, sent directly to the institution interest-free with no fixed amount to pay back. Using 
an early version of what would become the College 2.0 Algorithm, the students were 
able to design the plan to guarantee affordability for students while providing the 
funding-starved UC with a predictable growth in revenue.  217

Upon its release in January 2012, Fix UC garnered nationwide attention for its 
innovative approach to higher education funding. Despite its aim to specifically address 
the University of California’s needs, colleges across the country expressed interest in 
the model and requested versions that they could use for their students. Those 
institutions ranged from public to private, large and small, and had a variety of different 
circumstances and needs that the Fix UC model appeared to solve. For some 
institutions, the stable revenue growth was important to their long-term goals. For 
others, particularly private colleges with high sticker prices, the universally affordable 
solution in Fix UC meant lowering the bar of access and increasing diversity. Several 
states even moved toward initiating their own derivations of Fix UC.  The promise of 218

Fix UC’s core concepts was wide-ranging and flexible enough to accommodate all kinds 
of institutions, but before the plan could be fully implemented by these schools, it would 
have to be adapted into something new. 
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 Fix UC. (2013). Fix UC Student Investment Proposal. Retrieved February 12, 2017, from https://216
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In the years that followed, the students behind Fix UC laid the groundwork for a new 
organization, FICS America, that would develop Fix UC’s successor plan. The new 
version of Fix UC needed to be broadly applicable and customizable to fit each 
institution’s needs. The product was College 2.0, and with it came a new vision of 
achieving the goals of a public education, no matter the state or institution. 

The concept of what makes an institution “public” depends on not just public funding, 
but on the widespread access and affordability that funding should support. The goal of 
Fix UC was to recapture those crucial pieces of public education at a time when the 
state of California and the UC were reducing both—subsequently becoming public in 
name only.  The UC continued to receive some state funding, therefore qualifying as a 219

“public” university. But when pleas for restored funding went unfulfilled, the student 
group asked itself whether an institution can really claim to be public when that funding 
is not sufficient enough to maintain access and affordability. 

What FICS America sought to accomplish with College 2.0 is the widespread ability for 
institutions to deliver on the core benefit of public education: that students of all 
backgrounds have a pathway to college and subsequent success without financial 
barrier. 

Free Tuition Proposals 
In the years since the release of Fix UC, several high-profile proposals have been made 
to provide for free tuition, either on a nationwide or state-by-state basis. On their face, 
the proposals would seem to accomplish goals similar to FICS America’s—supporting 
access by bringing states back to fund public education. In light of the renewed 
possibility of state-covered public college tuition, these developments beg the question, 
“Why does State College 2.0 exist, and what purpose does it serve that free tuition 
proposals do not?” The answer involves the free proposals’ obstacles to passage and 
inherent design flaws, shortcomings State College 2.0 deftly eludes. 

In this section I explore public funding options, particularly State College 2.0’s 
advantages over free tuition proposals that do little to help the neediest students nor 
address the underlying barriers to affordability, access, and continued quality. 

Previously-released free-tuition proposals (referred to here by their basic shared 
characteristics, not individually) provide for the coverage of up-front tuition burden and 
can therefore stimulate access, to an extent, just as College 2.0 has.  However, those 220

free proposals rarely cover costs beyond tuition, so low income students who would 
otherwise receive Pell Grants see little to no benefit other than the removal of sticker 
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price (although lawmakers have begun to at least acknowledge the problem).  Those 221

low-income students, as well as non-Pell recipient students from middle-income 
families, are left to shoulder the additional educational costs including textbooks, room 
and board, transportation, living expenses, and more, continuing their susceptibility to 
student loans. Conversely, wealthy students would see the greatest savings because 
their full freight tuition cost is eliminated.  Some proposals have subsequently included 222

an income cap, in which only students whose families earn below a certain level qualify 
for free tuition. But as discussed earlier, attempts to measure need have notoriously 
failed to cover all deserving students, as the Expected Family Contribution portion of the 
FAFSA has. 

The alternative proposals can be divided into two approaches: national and state-based. 
National free-tuition proposals have most prominently come from or have been 
associated with Senator Bernie Sanders, including the College for All Act. State-based 
proposals include New York’s Excelsior Scholarship program and, for community 
colleges, the Tennessee Promise. 

Legislation that expects every state in the nation to agree to a free tuition scheme in 
which they share the cost of paying for it with the federal government, or even shoulder 
it entirely themselves, dramatically impedes the likelihood of passage. The level of state 
buy-in required of those national proposals and the political hurdles facing them are on 
par with those of a Constitutional amendment, with equally unfavorable odds of 
achieving them in many states.  In order for the national free tuition proposals to work, 223

they require massive federal and state financial commitments.  Many states have 224

entrenched their budgets in a number of expenditures that either cannot be changed at 
will or face steep political and administrative challenges to doing so. Measures to raise 
revenue for free tuition plans face their own political obstacles and not all states can be 
reliably expected to pass them. Discretionary budgets have shrunk as mandatory 
spending programs have grown, making it that much more difficult to set aside the 
additional funds institutions need.  225
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The reality of public higher education is that institutions depend on states that vary 
wildly in political identities and financial positions. Some states may be ready and willing 
to cover tuition expenses for students, other states may not be prepared to cover more 
than they already have, and those in between each have different propensities for 
investment. These characteristics fluctuate over time, as politics are wont to do, leaving 
institutions susceptible to fleeting funding. 

Nothing in the realm of politics is guaranteed to last forever, but with students’ futures at 
stake, college funding needs a guarantee. Under no circumstances should students’ 
opportunities be left entirely to political football. The prospect of further funding cuts, 
compounded by the diversity of state circumstances across the country, led FICS 
America to offer institutions two versions of College 2.0 that ensure steady, predictable 
revenue growth to safeguard student education. For those institutions in states prepared 
to substantially invest in higher education, they have access to the State College 2.0 
Model. 

State College 2.0 is a modified version of College 2.0 that allows states to cover the 
base contribution percentage (tuition, fees, and textbooks) for students that meet certain 
requirements. Qualifying graduates are only liable for contributions associated with any 
add-ons they may have used. Public institutions in states not willing to invest as heavily 
can adopt the standard College 2.0 Model, which is broadly applicable to institutions of 
different sizes and structures but comes with incentives for some new state funding. 

State College 2.0, like College 2.0, removes the burden of debt from students who 
would otherwise need to take out loans for additional expenses. Students at State 
College 2.0 schools where the base contribution is covered can meet additional needs 
through affordable percentage contributions. For example, if a State College 2.0 student 
lives at home and only has transportation costs to cover, a smaller, proportionate 
contribution percentage can be selected for that expense. No matter what they need, 
students have a way of covering their needs without up-front expenses or loans, and 
state economies will benefit from the path to ending student debt. 

State College 2.0 steers clear of the political pitfalls seen in prior national free-tuition 
proposals. As a matter of practicality, the only federal legislation required is the bare 
minimum needed to implement College 2.0: the revenue-neutral College 2.0 SendSafe 
program of the IRS and extension of GI Bill benefits to College 2.0 institutions. Even 
with that legislation, states and institutions are not forced to transition to College 2.0—it 
simply gives them the freedom to opt-in if they so choose. Rather than expecting all 50 
states to foster the political will to make heavy investments into higher education, even 
in places averse to or unable to do so, the implementation of College 2.0 and State 
College 2.0 can be done on a state-by-state, college-by-college basis. 

Beyond just the long shot of financial feasibility due to unrealistic demand from unwilling 
states, the free tuition proposals face numerous challenges in their own articulation. The 
proposals suffer from vague details, lack of comprehensive expense coverage (room 
and board, textbooks, living expenses, etc), minimal growth in assistance for low and 
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middle-income students, unclear calculation of student contributions (including work 
requirements and financial aid), lack of downward cost pressures, fundamentally short-
term superficial fixes, and vulnerability to rollbacks. 

If other levels of education receive full public funding, why can’t we fund four-year 
colleges and universities the same way? Even with political consensus, the inherent 
conflict in free tuition proposals derives from the fact that public colleges are 
independent, competing institutions that articulate their costs by setting their own sticker 
price—entirely unlike the public primary and secondary schools to which full funding 
might be compared. Those schools’ revenue is split between local, state, and federal 
funding, none of which comes directly from students. Moreover, public four-year 
colleges are not directly administered by the government that provides a portion of their 
funding, creating a disconnect between the institution’s self-determination to govern 
itself, set tuition, and compete for students. Colleges have no state-mandated standards 
from which to base their service and outcome goals. These unique characteristics 
require a different formula for public funding from simply paying whatever tuition the 
college charges. Rather than focusing entirely on the front end (funding up-front tuition 
as free proposals do), FICS America has found that the most financially sound, quality-
protecting, affordability-ensuring, success-supporting, long-lasting, and politically 
palatable plan is one that has states split coverage on both the front-end (maintaining 
access through enrollment/base-plus funds subsidizing a low base contribution rate) 
and the back-end (covering income contribution percentages for qualifying graduates). 

In light of several states’ recent efforts to establish free community college programs, 
the conversation has naturally shifted toward four-year institutions as well. Programs 
like the Tennessee Promise have served as nationwide inspiration for similar community 
college proposals, and have demonstrated that “free college” can be a reality at the two-
year level.   However, two-year community college and four-year college have 226 227

starkly different missions and structures, complicating an adaptation of free community 
college proposals to universities. (See Part 3 for pricing structures) 

Community college’s pricing model, low costs, and lack of inter-school competition 
make it much more easily adaptable to a free-tuition model in which a state pays 
students’ advertised price. Community colleges don’t compete for students the way four-
year colleges do because they primarily cater to local students, and there isn’t a great 
deal of price fluctuation to spur students to “shop around” across long distances for 
competing prices. Community colleges generally provide bare-bones services and 
charge students a per-unit or per-class rate, which skews much closer to the core “cost 
to educate” without the bundled costs and discounting that clouds four-year colleges’ 
tuition price. Four-year colleges brutally compete with one another for students no 

 Tennessee Student Assistance Corporation. (n.d.). Tennessee Promise. Retrieved February 12, 2017, 226
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matter where they live, and their comparatively high tuition prices represent the extent 
to which they race to provide the most enticing and prestigious experience. If a state 
commits to covering community college costs, the price of each class can be covered 
comparatively clearly and cheaply without doing much to affect the school’s mission or 
goals. Doing so for tuition prices carries the extra baggage of the institution’s price 
setting, which is influenced by resource demand and competitive forces. (See Part 11) 
It’s this sticking point that impedes full funding of four-year colleges the way they’re 
financially structured today. 

Free college proposals that allocate government funding to match the college’s tuition 
price suffer from an inherent catch-22. Providing covered tuition for students at public 
colleges entirely removes finance from equation of choosing a public college because 
the government is picking up the tab. Higher education pricing then becomes subject to 
an even deeper principal-agent problem than what currently exists, in which colleges 
can charge whatever tuition price they like without consequences to their 
competitiveness on the market for prospective students, without even the specter of 
protests and increased debt. 

A scenario in which colleges are given a blank check would not be a smart policy move 
on behalf of the government nor a politically palatable proposition for legislators. In the 
absence of other downward pressures, the logical next step is to legislate price controls 
on how much the independent public colleges can charge, as free tuition proposals 
have included. Governments are then responsible for determining acceptable tuition 
rates, diminishing the independence of public institutions under what would likely be 
political terms.  Here is where the free tuition proposals break down—the financial 228

restrictions would be non-starters for college leaders, who already struggle with a 
legacy of government cuts in funding and would then be left without any remaining 
recourse over their institutions’ finances.   229 230

Given the competing interests within public colleges and universities, the practical 
appeal of restricted funding is limited. Institutions have a diverse array of stakeholders, 
each with unique interests and a powerful political voice. It is difficult to comprehend a 
situation in which they would benefit from a model that gives an outside entity, 
particularly a political one like a government, even greater control over their institution’s 
bottom line—especially without provisions for sustained revenue growth. Government 
discretionary budgets are subject to a litany of interests pushing and pulling for funding, 
and today’s institutions mitigate the threat of funding cuts seeking funds elsewhere 
when necessary. While institutions might have access to research and investment 
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funding, alternative revenue sources are generally limited and not always available for 
educational purposes. Unfortunately, the resource institutions must turn to when making 
up for sudden and substantial funding cuts is tuition, a decision affecting students all too 
often. 

Governments naturally seek to pay as little as possible to achieve their political 
objectives on any given issue, and there is no assurance that future higher education 
cuts in a free tuition model will come after careful considerations are made. If university 
employees were to seek internal budget changes like higher wages, for instance, they 
must reckon not just with competing interests within their institution, but those across 
the state or country. Such a model opens the institution and its employees to greater 
risk of a diminished work environment, lower pay, less power, and fallen prestige. Look 
no further than the funding of K-12 institutions and community colleges—one can hardly 
claim that sufficient funding is the norm nationwide.  We even see a limited form of 231

such a dysfunctional four-year college funding relationship today, when an institution 
submits a budget to a state only to not have it met, and at which point the institution is 
tasked with the decision to raise tuition.  232

For years, public institutions have lived paycheck to paycheck with an unreliable donor: 
their states. It can often be unclear just how much funding an institution will receive from 
state funders on a year-to-year basis, throwing budget planning in flux and forcing 
schools into repetitive funding fights to stay afloat. States that have historically had free 
higher education at one point have moved away from it over time, often at the point of 
economic shocks.  The achilles heel of a major policy initiative is its eventual 233

unwinding and a return to the status quo. The current free proposals depend on a 
perpetually rosy future and maintain institutions’ vulnerability to politics and economic 
fluctuations, putting affordability and quality in jeopardy.

A theme throughout this document is the resiliency of College 2.0 and State College 2.0 
in the face of changing political and economic circumstances. Free tuition proposals, 
especially those with price controls, largely exacerbate institutions’ exposure to those 
fluctuations, putting all of public colleges’ eggs in one flimsy basket. 

Were colleges willing to relinquish control in return for up-front government-covered 
tuition, American public universities may begin to look a lot more like those in Germany. 
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When pitching his national free tuition proposals, Senator Sanders has often cited 
Germany as the primary example of a developed country offering students its equivalent 
of a free four-year college degree.  An important caveat is that the German degree 234

comes from institutions of very different characteristics than what we’ve come to expect 
from public universities in the United States. For a number of reasons, Germany’s public 
colleges more closely resemble American community colleges than they do four-year 
universities. German public college students tend to stay local, and many of their 
institutions do not even offer housing. The competition for German students is far less 
intense than it is in the US, where schools battle it out nationwide for the best and 
brightest students domestic and abroad.  Public colleges in Germany are much more 235

closely aligned the states that fund them, and with little competitive forces and demands 
for lavish resources at play, they are much more tolerant of price controls. Germany 
takes a more frugal approach to its public higher education, with large class sizes, 
modest campuses, and minimal services.  236

The trade-off of lower quality for increased access has not pleased everyone in 
Germany. In 2006, Germany’s higher education system began allowing public colleges 
to charge tuition with the goal of raising funds beyond what the government 
contributed.  The influx of funding did boost quality and competitiveness, but created 237

new obstacles to access that didn’t sit well with the entire German electorate.  The 238

change became temporary when Germany reverted back to its old system in 2014, but 
it still grapples with access and quality as neither its entirely government-funded free 
tuition system nor its tuition experiment delivered on both.  239 240
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Allowing American public institutions to take a hit in quality, while its private institutions 
continue to compete with one another, would drastically increase their stratification . A 
major benefit of American public universities is their ability to rival the quality of private 
institutions, like recruiting well-regarded faculty, which expands the number of students 
who can receive a respectable degree and compete in the job market. Designing free 
publicly-funded college similar to Germany’s would be to the detriment of the majority of 
students who attend public colleges, and would likely fail to even make a noticeable 
financial impact on the neediest of students who receive financial aid but struggle with 
indirect costs, as German students still do.  241

Let’s explore the scenario in which no formal price controls are set: a state agrees to 
cover the tuition of its in-state students without limiting what its public colleges charge. 
The financial relationship between the state and its public institutions would likely follow 
history and resemble a system like California’s in the 1960s, complete with a similar 
outcome. As costs and enrollment went up, the California’s funding did not keep up, so 
institutions introduced “fees” charged to students to make up the difference. State 
funding continued to lag behind, and the fees grew until they were substantial enough 
for the colleges to abandon the euphemism and call them what they really were: 
tuition.242

Without adequate downward pressures to keep the state’s investment feasible, there is 
little to stop such a scenario from occurring once more, rendering free public education 
another temporary fix and not a permanent solution. The opportunity achieve a major 
reinvestment in higher education comes along rarely, and it would be a tragic waste of 
political capital if spent on a short-sighted plan that lands students back in the same 
affordability crisis years from now. 

Longevity is a major concern for what can be considered the closest achievement of 
four-year free tuition in recent years: New York’s Excelsior Scholarship Program. The 
supplemental aid program, passed in April 2017, phases in coverage of any leftover 
tuition costs after financial aid for public two-year and four-year college students from 
families making up to $125,000 or less.  For the participating State University of New 243

York (SUNY) and City University of New York (CUNY), price controls limit tuition 
increases to an annual maximum of $200 have been set for each of the first three years, 
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but it is unclear what might happen beyond that point. In year four, the institutions may 
need to cover some of the scholarship themselves. 

While the Excelsior Scholarship Program marks a positive example of state investment 
in public college students, it emerges in the shadow of a similar aid program. The State 
of New York had a free tuition plan once before—in the 1970s—and it ended amidst a 
budget crisis.  California’s Middle Class Scholarship program operates much like its 244

New York State counterpart, offering supplemental need-based aid (with a tuition-use 
limitation) to primarily middle-income students. Enacted with much fanfare in 2014, the 
program has had its own close brushes with death. Citing new state budget limitations, 
Governor Jerry Brown threatened to cut the program in 2017.  The Excelsior 245

Scholarship Program has no defense against a similar demise. 

Aside from its uncertain future, the central drawback of the Excelsior Scholarship is its 
failure to actually do much to decrease debt burdens.  The program signals a reduced 246

barrier to access and can help persuade low and middle income students on the fence 
to pursue a college degree, but the benefits don’t extend far beyond there. The 
supplemental aid structure of the Excelsior Scholarship makes it a last dollar program, 
in which the state pays for tuition once all financial aid sources have been exhausted. 
Students who receive Pell Grants and/or other financial aid already have all or most of 
their tuition covered, which explains the additional state investment of just 6% that is 
needed to fund the program—there isn’t much left for the state to pay for. 

The program’s benefits do not spill over to cover the indirect costs of students who 
receive other forms of aid, so once tuition is covered from any source, the Excelsior 
funds stop. The tuition-limitation means low and middle income students have the same 
susceptibility to student loans for the expenses that add up to much more than tuition at 
CUNY and SUNY: fees, textbooks, room and board, transportation, food, and more.  247

The Excelsior Scholarship is a towering example of why tuition-free does not mean 
debt-free. 

What is also questionable is the treatment of nontraditional students under the Excelsior 
Scholarship. The plan does not cover part-time students, among whom include students 
who must work while studying, although it does include a carve-out for disabled 
students. Additional requirements include the maintenance of a certain GPA and staying 
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in-state after graduating for the number of years they received the scholarship, 
otherwise the scholarship self-destructs and turns into loans.  248

Between Germany’s free tuition and New York’s Excelsior Scholarship, we can see the 
shortfalls of focusing public funding on just free tuition—the end result is far from a 
panacea. Although German students with free tuition still reckon with indirect costs, they 
don’t end up with the levels of debt as their American counterparts because their 
institutions operate much differently. German students’ indirect costs beyond tuition are 
minimal by comparison, albeit with a more bare bones experience. For now, New York’s 
low and middle income students will still need to take out student loans for all of their 
other expenses, whether or not they qualify for the Excelsior Scholarship. And the future 
of the program beyond its planned three years is anyone’s guess. 

Long-term, full public funding of four-year colleges with affordable indirect costs can be 
achieved without resorting to price controls or scaled-back education, as long as the 
underlying financial model is redesigned with its own downward cost pressures. With 
State College 2.0, states can realistically cover educational expenses for students while 
supporting their success and the quality that has made American universities the envy 
of the world. 

The details of State College 2.0 are highly customizable to meet state objectives and 
financial commitments. Although not all state budgets may be able to realistically 
accommodate the financial requirements made of them by free college proposals or 
even State College 2.0, the standard College 2.0 Model does provide incentives for 
even less-affluent states to modestly increase funding for public institutions, and do so 
in a way that carries clear economic advantages that increase their political palatability. 
(See part 14 for in-state incentives) States that don’t increase funding won’t see their 
opportunity to implement standard College 2.0 limited or impeded by that, those that do 
make the investment will see dramatic competitive advantages and economic gains 

Historically, ensuring that government funding goes toward successful completion has 
been a tricky prospect. Traditional funding of public institutions covers up-front costs 
using base-plus or enrollment-based formulas without regard for outcomes. Similarly, 
many free college proposals have little assurance of completion—tuition costs are 
covered before it is known whether a student will complete on time, or even at all—so 
they include features like minimum GPA requirements that are designed to at least keep 
participating students on track.  Some outcomes-based funding models have been 249

implemented to various degrees of maturity across the country, calculating at least a 
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portion of state funding from completion rates and other state objectives.  Those 250

models reward the meeting of certain completion goals, and yet their efficacy, especially 
in light of potentially cutting quality if the goals aren’t met, remains yet to be 
quantitatively measured.  251

State College 2.0’s completion incentives extend to both the institutional and student 
sides of the equation, pushing the institution to provide students with the resources and 
support they need while incentivizing students to efficiently study, complete, and 
succeed. State College 2.0 builds on College 2.0’s incentives for students to graduate 
on time in order to receive the benefits of covered base contributions. Meanwhile, the 
institution’s revenue depends on its graduates’ earnings, so they see a better and more 
timely return when they graduate expediently. Even with State College 2.0, institutions 
still advertise their alumnumbers to prospective students, but alongside the potential for 
state coverage if students qualify. Students who do not meet the requirements set by 
states are then responsible for the base contribution percentage, just as they would on 
College 2.0, albeit pro-rated based on the time spent at the institution. (See Part 22) 
This way, State College 2.0 institutions avoid the inelasticity of demand problem when 
students are not sensitive to price, but benefit from the potential of covered 
contributions and the ensuing competitive advantage. Students therefore have some 
obligation when it comes to attending, but with the flexible, affordable income 
percentage contribution rather than a loan bill. The result is an efficient, effective, and 
measurable outcomes-based system of producing and retaining educated individuals 
who contribute to the state’s economic development, and one that is competitive with 
other states. 

How much will it cost the state? While the precise number depends on each state and 
institution, FICS America designed State College 2.0 investments to minimize costs and 
maximize the number of states that can afford it. The front-end funding is what states 
currently contribute to their public institutions (enrollment-based subsidies) and may not 
require increases. New state investment is directed toward the back-end funding that is 
significantly more cost-effective than free tuition proposals. And because College 2.0 
guarantees that up-front costs are covered, the state can convert its traditional direct-to-
student financial aid funding to State College 2.0 funding (not to be confused with direct-
to-institution subsidies), minimizing the price tag of the new expenditure without 
affecting students. 

The unique outcomes-based structure of State College 2.0 not only incentivizes 
completion and supports success, but it strategically allocates state funding in the most 
cost-effective way possible. Should they enact requirements like graduating on-time and 
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working in-state, state governments can ensure that their new outcomes-based back-
end funding is directly proportionate to the economic activity and tax revenue of those 
covered. An on-time graduation requirement helps students move through the system 
and achieve their degrees more quickly, while an in-state work requirement guarantees 
that the graduates contribute to the economy that funded their education. States can 
financially justify and offset the cost through the economic impact of retaining 
graduates, their employment, and increased tax revenue when graduates earn more. 

If a state were to include an in-state work requirement for contribution coverage, the 
relationship would follow the same practical application as in-state tuition. The rationale 
for traditional in-state tuition is a well-deserved discount to taxpayers who contribute to 
that public college’s funding. State College 2.0 can operate through a sort of reverse in-
state tuition discount, in that qualifying for State College 2.0 contribution coverage 
requires working in-state after graduating, rather than simply having lived in-state before 
attending. The state pays for participants’ contributions when students achieve their 
degrees, and the state at-large can recoup that investment through increased economic 
impact and dedicate it to future students to perpetually support success. 

College 2.0 and State College 2.0 are solutions for students, by students. Any 
qualification requirements for students had to be considered within their interests and 
well-being before they could be included in the Plan, and on-time graduation and in-
state employment for covered contributions passed that test. 

First, a requirement that keeps grads in-state is only beneficial if they can graduate and 
work there. Before enrolling, State College 2.0 students have a clear way of knowing 
whether there are enough jobs in-state to justify the savings from staying. Prospective 
students can view the institution’s graduation rates, employment rates, and earnings to 
weigh the benefit of the state’s covered contributions. Likewise, the institution’s own 
revenue reflects the employment of its graduates, so an in-state requirement can dually 
attract students to the institution and reinforce the it’s own interests in helping students 
succeed. An in-state requirement that didn’t correspond with good, plentiful employment 
would work against students and institutions alike. 

Second, students should not be locked into their state for fear of financial burden. 
Funding students who go on to leave the state is a tough pill for lawmakers, which is 
why the Excelsior Scholarship becomes a loan when students do so. State College 2.0 
takes a different approach. If grads should choose to move out-of-state (or if they don’t 
meet other qualification criteria), the financial support they provide for current students 
converts from their economic activity and taxes to the standard, flexible, and affordable 
College 2.0 contributions based on their income. These are the same alumnumbers 
they considered and agreed to upon enrolling. In the process of deciding whether to 
pursue employment out-of-state, the grad can factor in the State College 2.0 
contribution coverage benefit when comparing earnings potential between the states, 
just as one might do with states’ differing tax rates. 

Students must have complete information about the employment opportunities in order 
to gauge the value of an in-state requirement, while simultaneously having an affordable 
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and accommodating alternative financial obligation should better employment 
opportunities exist out-of-state. Practically, the incentivizing of graduates to stay in-state 
maintains the tax base from which to fund students’ education, and can help ensure the 
program’s solvency well into the future. 

The income-contribution model of State College 2.0 directly responds to the economy, 
establishing a link between the state’s contributions and its tax revenue. Rather than an 
entirely up-front funding model in which a state invests before it knows to what degree 
the students will succeed, state contributions are not only made once the student 
graduates, but are covered concurrently with the recipient’s labor participation and 
economic activity. If the state collects income tax, then lawmakers can consider the 
effects of a State College 2.0 investment as they would a tax cut. As income 
contributions are covered by the state, grads have a higher propensity to engage in 
healthy economic activity like buying homes and starting businesses, producing other 
forms of tax revenue that can supplement or replace that from income. 

The offsetting of income tax revenue creates an additional pressure on institutions to 
keep contribution percentage rates low enough to not encounter law of diminishing 
returns. If rates grew high enough to gobble up too much state revenue proportionate to 
its benefits, the state legislature might reconsider State College 2.0. The result is a 
natural price ceiling reminiscent of standard College 2.0. 

Although state-covered contributions are based on what graduates earn—keeping in 
place the institution’s aligned incentives to do everything it can to help students succeed
—they come with the low-income and high-income thresholds that would otherwise limit 
participant contributions on the standard College 2.0 Plan. The state isn’t expected to 
shell out massive contributions beyond the high-income threshold for wealthy grads, at 
which point contributions are capped. The state may even negotiate a reduced high-
income threshold to reduce its liability state-covered contributions, perhaps as part of a 
larger funding agreement. From that point on, the state can see the full extent of tax 
revenue from those individuals. Likewise, the low-income threshold reduces or pauses 
the state’s contributions when it doesn’t receive commensurate tax revenue support 
from grads are unemployed or struggling to find good paying jobs. Regardless of 
whether State College 2.0 grads’ income meet the low-income or high-income 
thresholds, graduates are still exempted from making contributions from their own 
earnings—the thresholds only affect what the state contributes to the institution. 

A redesigned “reverse in-state tuition” style of coverage and income thresholds ensure 
that State College 2.0 avoids free tuition proposals’ pitfall of disproportionately 
dedicating new support for wealthier students without providing enough help for low and 
middle income students. Up-front cost coverage for in-state students replaces in-state 
tuition discounts as the primary driver of access in State College 2.0, which is available 
to all in-state resident students regardless of family income (just as in-state tuition rates 
are). It leaves no room for faulty means testing nor the misallocation traditional style of 
financial aid. The support from wealthy participants instead comes after graduation 
though their tax contributions. 
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How does State College 2.0 steer clear of functional criticisms of free tuition proposals? 

With the state on the hook for at least some graduate contributions, rate-setting for 
State College 2.0 institutions would undoubtedly become a collaborative process. The 
price control problem of free tuition proposals occurs out of the fear that an institution 
can charge ever-higher prices without impacting demand, so the government mandates 
tuition levels to rein in the tab. The closest analog to a tuition price in College 2.0 is the 
base contribution rate and duration, and concerns over disputes in setting of those 
numbers naturally arise in a public funding scenario. As previously noted, State College 
2.0 uses outcomes-based funding to ensure that states fund success and its thresholds 
limit those contributions, but the state’s protections don’t end there. State College 2.0 
circumvents a rate-setting showdown through College 2.0’s Algorithm, built-in downward 
pressures, aligned incentives, economic reflexivity, and smart allocation of funds. 

First and foremost, rates and durations are not as arbitrarily determined as tuition 
prices. The College 2.0 algorithm serves as the primary calculating tool that uses the 
institution’s costs, outcomes, and projections to formulate possible rates and durations. 
The preferred ratio of rate to duration is selected from a set of choices that each provide 
the institution with the revenue it needs to cover costs. What those costs are, however, 
is up to the institution. 

How can a cost-sensitive government justify investment based on the institution’s 
largely subjective budget making process? College 2.0 makes keeping contribution 
rates low in the best interest of institutions, states, and students. State College 2.0 
alumnumbers remain a relevant competitive factor between institutions because 
students will not know whether they will qualify for state-covered base contributions until 
they meet the criteria. The institution feels strong downward pressures to keep rates as 
low as possible in order to facilitate access and compete for students, and those same 
pressures also work to bring down the cost to educate and increase value. (See Part 11) 

College 2.0’s aligned incentives mean that institutions’ revenue corresponds with the 
financial success of its students, directing upward pressures for revenue growth toward 
student-positive outcomes, rather than boosting earnings by simply inflating rates. 
Similarly, the state would see little need to create mandates for other factors, like 
meeting certain graduation rates, because the institution already has a strong enough 
incentive to support outcomes since its revenue depends on it. Thus, the ideal 
alumnumbers for any institution consist of low rates with high average graduate income, 
ensuring solid funding, wide access, competitive rates, and strong outcomes. The lower 
rates and higher earnings also mean a better qualify of life for graduates and a stronger 
economy for states. A cut in state funding would threaten the entire calculation. 

The rate-setting of State College 2.0 institutions is an exercise in balancing the state’s 
up-front subsidies with back-end revenue from income contributions. Institutions and 
states cannot rely on outcomes-based funding alone. Doing so would undermine the 
access and affordability tenets of public higher education—students must first get in the 
door to the institution and persist before they can graduate. Instead, the most 
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successful implementation of State College 2.0 maintains front end institution funding 
and introduces new back end outcomes-based student funding. But how can the state 
justify spending the taxpayer dollars? Thankfully, the answer benefits both students and 
states. 

Although the split in funding might appear as though the state is paying twice, the two 
funding strategies simply divide the costs to achieve the smartest and most efficient 
allocation of funds as possible. States support access by subsidizing “price,” effectively 
opening the door and affording prospective students the shared opportunity to attend 
college without financial obstacle, should they choose to seek it. On College 2.0, that 
means keeping alumnumbers low enough to avoid sticker shock for students who might 
traditionally not feel at home at college, while expanding pathways to a quality 
education that competes with less-accessible private institutions. Up-front subsidies 
also support the institution’s transition to College 2.0 and its investment in students. 

Complementing up-front subsidies, back-end contribution coverage ensures that state 
and institution investment in students goes as far as possible. By creating incentives for 
success that lead to more students graduating on-time and working in-state afterward, 
State College 2.0 funding delivers a boon to economic growth that provides a valuable 
return to the taxpayers.   252 253

Splitting the state’s funding between the front-end and back-end maximizes the 
positives of both forms of investment, but cutting either one can lead to more negative 
externalities for the state. For example, an up-front cut would reduce the price subsidy 
and lead to higher rates, which the state is then on the hook for at the back-end and can 
amount to a much greater cost. Even then, the effects of raised rates on enrollment and 
competition might only deepen the consequences. 

When states face financial trouble once again, higher education funding may be back 
on the table. Any public funding proposal of worth to students must learn from the 
history of fluctuating funding and readily account for the future. Precautions against 
fickle state funding are nowhere to be found in free tuition proposals. Even in the worst-
case scenario, State College 2.0 students need not panic. Although the state may 
attempt to make cuts, the institution can revert to the standard College 2.0 model 
without detriment to access and quality—students continue to be free from up-front 
costs and institutions see no hit to revenue. The casualty, however, is affordability for 
graduates—their once-covered contributions could be reinstated—but the specter of 
such consequences comes with a stronger, focused political force. 

 Ma, J., Pender, M., Welch, M., & The College Board. (2016). Education Pays 2016: The Benefits of 252

Higher Education for Individuals and Society. Retrieved from https://trends.collegeboard.org/sites/default/
files/education-pays-2016-full-report.pdf 

 Trostel, P. A., & Federal Reserve Bank of Boston. (2008). High Returns: Public Investment in Higher 253

Education. Retrieved from https://www.bostonfed.org/-/media/Documents/cb/PDF/
Trostel_invest_in_higher_ed.pdf 
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How can State College 2.0 ensure a future of full public funding? The key is in aligning 
political pressure. State College 2.0 cannot avoid all political tussling with the state, but 
it can refocus the funding discussions squarely on their impact on students—alleviating 
the threat of state funding hatchet jobs that slash quality, while consolidating influential 
political pressure around the dire consequences for graduate contribution rates if cuts 
are made. 

In today’s traditional funding model, a cut in state funding is first felt by the institution. As 
the intermediary between the state and students, the institution is put in the public’s 
crosshairs as the ultimate authority responsible for setting tuition (i.e. raising it), even if 
it was precipitated by cuts in state funding.  This misplaced political pressure 254

threatens the institution’s resources and takes the heat off state legislators who control 
the pursestrings. Public institutions are then put in the position of balancing 
competitiveness and affordability in a largely lose-lose game.  Students have 255

increasingly suffered from the trend in divestment and yet the public outcry to restore 
funding after economic downturns hasn’t turned the tide of students’ rising share of the 
cost to educate . 

States have had a comfortable out—they could point the finger at either economic 
fluctuations or institutions for rising college costs—especially as loan availability has 
softened the immediate political blow of increased prices.  State College 2.0 leaves no 256

room for political diversion or excuses. Built-in downward pressures incentivize cost 
reduction. Income contributions more closely align with the economy. Students have no 
buffers to price. If a state wants to pull State College 2.0 funding, the repercussions of 
such a move are felt directly by students, either by increased base contribution 
percentages or removed state coverage of contributions. State lawmakers have no 
shield from the consequences of any decisions to cut State College 2.0 funding. But 
when combined with the plan’s cost-effective economic benefits, the impact on students 
makes for an even stronger case to maintain funding (as discussed later). 

The delicate structure of College 2.0 and State College 2.0 resists sudden cuts in up-
front investment. Without sufficient funding, an institution may not even have the capital 
to transition in the first place. Pulling the financial rug out from underneath institutions 
can so detrimentally shift the revenue model within the College 2.0 Algorithm that the 
institution might lose sufficient revenue to cover students’ up-front costs. The long-term 
yield of College 2.0 revenue acts as an important downward pressure that reins in 
spending, but it also delays the funds to make up for-upfront state cuts. Once students 

 Rafanelli, R. (2017, April 11). PSU votes to raise in-state tuition by 9 percent. KGW. Retrieved from 254

http://www.kgw.com/news/psu-students-plan-to-protest-as-board-considers-tuition-hike/430364782 

 Bruttell, N. (2017, March 17). OSU tuition hike vote delayed after protest disrupts board meeting. 255

Corvallis Gazette-Times. Retrieved from http://www.gazettetimes.com/news/local/osu-tuition-hike-vote-
delayed-after-protest-disrupts-board-meeting/article_04f13b51-110a-507d-91f3-b9d28d879da8.html 

 Douglas-Gabriel, D. (2016, November 8). Virginia colleges are bracing for potentially significant state 256

budget cuts. The Washington Post. Retrieved from https://www.washingtonpost.com/news/grade-point/
wp/2016/11/08/virginia-colleges-are-bracing-for-potentially-significant-state-budget-cuts/
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enroll and agree to their alumnumbers, they cannot be increased on them, so 
institutions can’t see the additional revenue from raised rates until several years later 
when the first cohorts with the new rates graduate and contribute. The only change that 
can occur to a students’ alumnumbers is whether or not the state covers them. 

Protecting students’ rates from unpredictable fluctuation gives states just two back-end 
State College 2.0 funding options: all or nothing. If a state cannot fund the full State 
College 2.0 investment, it can instead direct outcomes-based funding to in-state 
incentives that reduce students’ contribution percentages on the standard College 2.0 
Model. 

The importance of up-front funding is the reason for College 2.0’s provision that public 
institutions enter an agreement with their state to clearly define what that up-front 
funding can and will be, ideally with a funding floor. (See Part 34 for state funding 
agreement) As difficult as institutions have found securing state funding guarantees on 
the traditional model, State/College 2.0’s many economic benefits and political 
pressures may grow the appeal of such agreements, especially with its outcomes-based 
incentives. Upon approval, public institutions can move forward with their College 2.0 
calculations and projections with an increased level of certainty that they can rely on up-
front state funding to support students. The lack of a state agreement puts institutions 
on precarious footing. 

Maintaining some form of agency over their revenue is paramount if institutions are to 
guarantee students a quality education. No entity understands the minutia of operating 
a college better than institutions themselves, and they can make appropriate budgetary 
decisions informed by that knowledge and the balancing of stakeholder interests. 
Traditional public institutions rely on covering education costs through a primarily two-
dimensional funding formula between state funding and tuition. An institution that relies 
solely on the government’s price-controlled funding has no say over its own financial 
destiny, restricting the institution’s last line of defense to protect its bottom line from 
state funding cuts. 

Regardless of the political situation, students should be able to count on their 
institution's ability to support them on their paths to success. Once an institution has 
come to an up-front funding agreement with its state, the amount it can spend on its 
various costs is determined primarily by the outcomes of its students, not politics. 
Because State College 2.0 institutions’ revenue is based on graduate earnings 
regardless of whether grads or states contribute , their budget making processes and its 
internal politics are not left to the mercy of fickle outside funding. This structure allows 
the institution to retain as much power as possible to control its own future. The multi-
dimensionality of State College 2.0 back end funding means that even with the potential 
for negotiations over one dimension (contribution rates), helps State College 2.0 
institutions maintain influence over the variety of additional factors contributing to 
revenue their finances. Rates and durations are augmented by many other levers that 
the institution can affect (albeit through a great deal of effort), including graduation rates, 
employment rates, and graduate earnings. And while the institution’s revenue isn’t 
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directly affected by subsidized or eliminated contributions (which are direct-to-student 
benefits), its competitiveness for students does take a hit, emboldening a powerful 
coalition that can apply the pressure necessary to maintain funding in the absence of 
the state’s ability to shift blame. 

How can the state know if its investment is well spent? In addition to the built-in 
outcomes-based funding tied directly to graduation rates and earnings, the post-college 
relationship State College 2.0 institutions have with their students allows them to 
understand institutions’ efficacy and tailor services around important causes. Thorough 
data on where students begin their educational career and where it takes them after 
they graduate allows for the close study of outcomes and their alignment with those 
state goals, including impacts on students from low-income, minority, and underserved 
communities. 

At their core, College 2.0 and State College 2.0 are meant to be actionable plans that 
lead to real policy changes. For any proposal to have a shot, it must get buy-in from all 
of higher education’s stakeholders, and State College 2.0’s selling points cater to the 
interests of students, institutions, and states alike. 

Were they to compare the respective receipts from funding either free tuition or State 
College 2.0, states would find that their investment in State College 2.0 does more for 
both students and taxpayers. While free tuition proposals have indicated a renewed 
interest in dedicating new funding to public higher education, their student 
indebtedness, potentially short lifespans, and inherent price control flaws keeps free 
proposals other than State College 2.0 from serious policy consideration. Convincing an 
institution to make major changes is a tough enough prospect as it is, and prior free 
proposals come with no guarantee that institutions will get the funding levels consistent 
with their goals, let alone account for rising costs. 

State College 2.0 makes the case for an efficient outcomes-based funding model that 
will expand access, boost the economy, and stand the test of time. Built-in downward 
pressures and aligned incentives are far more effective and appealing to institutions 
than mandated price controls, which threaten their independence and competitiveness. 
States pay for the cost to educate in a way that brings down those costs and protects 
quality , all while improving what matters most: student success. For all the factors that 
go into calculating it, State College 2.0 funding comes down to a smarter, efficient, and 
supportive method of funding students’ education. 

The lack of a federal investment approach in this plan, a “National College 2.0,” if you 
will, reflects the current political divisions and an effort to achieve the buy-in necessary 
for Congressional approval. FICS America has no ideological opposition to a federal 
approach to full public funding, and with the right design it may very well work. But by all 
indications, its feasibility in today’s national political scene appears limited. Instead, the 
limited College 2.0-related federal legislation requirements take a more pragmatic 
approach to put it on the strongest possible track to passage. 
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This section lays out an argument for states to structure new investment in higher 
education through the State College 2.0 Model, but it does so in the ultimate service of 
the benefits to students. Students at State College 2.0 schools will not only have no up-
front costs, but powerful forces to help them complete on time and have their base 
contribution percentages covered. Relieved of base contributions, qualifying grads have 
even more freedom to take risks, make investments, and pursue dreams. Those who do 
not qualify aren’t left behind, and instead have all the advantages and benefits of the 
Standard College 2.0 Model. 

The principle of public support for education a compelling one, but it means nothing if 
states leave students high and dry, or perhaps more accurately, high in debt and dry on 
jobs. College 2.0 is not an all-or-nothing option—we set out to make sure that even 
institutions in states not politically willing or financially able to cover tuition costs would 
still have access and affordability. College 2.0 accommodates students and institutions 
in any state, and along with State College 2.0, institutions can select the model that best 
fits their state’s preferred investment in higher education. 

Incentives and Modifiers to 
Contribution Percentage 

College 2.0 would be a difficult sell to institutions if it removed the ability to offer 
students competitive enrollment incentives. Such incentives allow institutions to recruit a 
diverse array of students. Given College 2.0’s change in finance structure, incentives 
must be articulated in new ways that continue to provide a competitive bargaining chip 
for institutions and commensurate value to students in the market. Instead of granting 
incentives like the traditional model’s dollar-amount scholarships, College 2.0 
institutions may instead offer percentage decreases, or even waived contributions 
altogether. 

College 2.0 institutional incentives are limited to changes in contribution percentage, not 
duration. Because of College 2.0’s precise financial calculations, the model thrives 
when it keeps variables limited. By keeping duration constant, the institution can 
anticipate the time and scope of student contributions and instead focus on the rates at 
which students contribute. Thus, the stability of revenue streams, clarity of outcomes 
data, and accuracy of long-term projections are protected. 
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A drawback to discretionary incentives, like those determined by merit and athletics, is 
their ultimate cost.  For every dollar in recruiting incentives offered by the institution, a 257

dollar must be covered by the contributions of other participants. Traditional institutions 
have redirected aid funds from need-based to merit-based in order to increase their 
prestige, but at the expense of low-income student access. Such an option would 
seemingly open the door to the kind of differential pricing currently seen in tuition prices, 
were it not for College 2.0’s design. 

Covering 100% of student up-front need is a foundational feature of College 2.0, and it 
simultaneously ensures that access cannot be traded for reputation enhancers like merit 
aid. Institutions will only be able to discretionary incentives once that up-front need is 
met. In addition, College 2.0 institutions must still compete with one another on price, 
limiting the extent to which they can increase rates to make room for merit-based 
incentives. (See Part 11) The two pressures work to balance one another and, using the 
College 2.0 Algorithm, institutions calculate just how much in incentives they are able to 
offer students in proportion to revenue, other expenses, and future plans—without 
displacing anyone in the process. 

Outcomes-based funding is a rapidly growing method of financial support for colleges 
and universities.  States have taken to the concept because, unlike traditional 258

enrollment or base-plus funding schemes, outcomes-based funding creates powerful 
completion incentives and better directs that state funding toward successful 
institutions. States have a vested interest in bolstering their economies, and providing 
incentives for students that graduate and remain in state can have a substantial impact. 
Furthermore, the incentives give colleges in the state a competitive edge over their 
peers while directly supporting state goals.  Various approaches have been tried in 259

 Akers, B., & Brookings Institution. (2013). States’ Merit-Based Aid Undermines the Aim of the Federal 257

Pell Grant Program. Retrieved from https://www.brookings.edu/research/states-merit-based-aid-
undermines-the-aim-of-the-federal-pell-grant-program/ 

 Selingo, J. J., & Van Der Werf, M. (2016). Linking Appropriations for the Texas State Technical College 258

System to Student Employment Outcomes. Retrieved from https://www.luminafoundation.org/resources/
linking-appropriations-for-the-texas-state-technical-college-system-to-student-employment-outcomes 

 Boilard, S. D., & Center for California Studies. (2016). Connecting State and Institutional Finance 259

Policies. Retrieved from https://www.luminafoundation.org/resources/connecting-state-and-institutional-
finance-policies-for-improved-higher-education-outcomes 
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small pockets of the US, but they depend on thorough data that few states and 
institutions have.  260

College 2.0 offers states the ultimate outcomes-based funding method. Because 
College 2.0 institutional revenue depends on the success of graduates, institutions 
already have powerful incentives to make sure their students graduate on time and can 
find well-paying careers. But with the potential to have at least some of their 
contributions covered, students have even more motivation to graduate in order to 
qualify. 

Due to their long-term relationship with graduates, College 2.0 institutions have access 
to the data on their success and can measure just how well they are preparing students 
for life. Moreover, states can accurately measure the financial value-add of public 
colleges and their graduates to the overall economy.  That information, along with 261

College 2.0’s income contribution system, gives states the ability to target their funding 
in ways that directly reward students for their educational achievement. 

For states unwilling or unable to dedicate the funds to a fully public-funded State 
College 2.0 transition, contribution incentives are a cheaper route to outcomes-based 
funding. (See Part 12) States may partner with institutions to conceive of a percentage 
decrease incentive for students who graduate and remain in-state, which the state then 
covers. Unlike the benefits in State College 2.0, in-state work incentives can be applied 
to graduates from both public and private institutions.  

In order to budget for the additional funding and determine its size, states can calculate 
expected tax revenue from in-state graduates and their projected economic impact. And 
states aren’t the only entities that can make use of this style of outcomes-based funding
—cities too can partner with institutions to create in-city incentives that fit their needs 
and goals.  262

 
 
 
 
 

 Cruz, J. L., & California State University-Fullerton. (2016). Leveraging Outcomes-Based Funding 260

Policies at the Institutional Level. Retrieved from https://www.luminafoundation.org/resources/leveraging-
outcomes-based-funding-policies-at-the-institutional-level 

 Dorrer, J., & Georgetown Center on Education and the Workforce. (2016). Using Real-Time Labor 261

Market Information to Achieve Better Labor Market Outcomes. Retrieved from https://
www.luminafoundation.org/resources/using-real-time-labor-market-information-to-achieve-better-labor-
market-outcomes 

 Kleiman, N., Getsinger, L., Pindus, N., Poethig, E., & National Resource Network. (2015). Striking a 262

(Local) Grand Bargain: How cities and anchor institutions can work together to drive growth and 
prosperity. Retrieved from https://wagner.nyu.edu/files/faculty/publications/strikingbargain.pdf 
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The Federal Government currently offers an incentive for public sector employees 
through the Public Service Loan Forgiveness Program.  In theory, the program 263

provides much-needed financial relief for borrowers who take important but traditionally 
lower-paying jobs in the public sector—with lower income comes a steeper hurdle to 
pay back student loans. To continue fulfilling that incentive, College 2.0 provides for a 
percentage decrease for qualifying graduates (according to the same qualifying 
guidelines set for the PSLF program). Functionally, participants qualify for the 
percentage decrease through tax documents, with the IRS confirming employment that 
qualifies (government, education, and tax-exempt organizations, for instance). 

Extending the public sector incentive to College 2.0 will generate tangible benefits for 
both colleges and the government. Rankings and prestige are increasingly giving weight 
to colleges’ levels of public service, and College 2.0 will accommodate students who do 
just that beyond college.  Additionally, colleges can gain a competitive edge by 264

partnering with organizations for placement programs which qualify grads for the public 
sector incentive, just as they can assist grads with finding private-sector jobs.  Should 265

the federal government cover the cost of the public sector incentive, it will see a 
significant return on investment from its powerful incentive for attracting talent, boosting 
the public sector’s competitiveness with the private employers. 
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State funding at public institutions subsidizes tuition prices for in-state students—a 
subsidy that doesn’t extend to students whose families aren’t part of the state’s tax 
base. Just as they do with traditional tuition prices, out-of-state students incur an 
increased contribution percentage on College 2.0 as a matter of budgetary necessity, 
determined by the 2.0 algorithm in accordance with the amount of state funding and its 
proportion of the overall cost to educate. 

Even today, when the state’s share of the cost to educate has reached new lows, in-
state tuition prices remain far lower than unsubsidized out-of-state tuition. In light of the 
cuts, institutions have been boosting out-of-state enrollment to increase revenue and 
make up for lost state funding.  The practice has erupted in controversy at public 266

colleges across the country, primarily over concerns that out-of-state students are taking 
the spots of the in-state students the institution exists to serve in the first place.  267

The natural price ceiling in College 2.0 imposes a limit on just how large the 
discrepancy between in-state and out-of-state contribution percentages can be. (See 
Part 11) Whereas the current traditional tuition price difference may an order of 
magnitude greater in real numbers, the optimal alumnumbers likely won’t correspond 
proportionately without deterring students on price. For example, if the out-of-state price 
is three times the in-state price, an out-of-state base contribution percentage three 
times as high would not be competitive with other College 2.0 institutions, regardless of 
the institution’s prestige or other demand-influencing factors. 

Closing the gap between in-state and out-of-state prices is more than just a matter of 
marketing necessity. A smaller discrepancy in alumnumbers can lower the incentive 

 Powell, F. (2016, June 13). Out-of-State Enrollment Rises at State Flagship Universities. U.S. News & 266

World Report. Retrieved from https://www.usnews.com/education/best-colleges/articles/2016-06-13/out-
of-state-enrollment-rises-at-state-flagship-universities 

 Saul, S. (2016, July 7). Public Colleges Chase Out-of-State Students, and Tuition. The New York 267

Times. Retrieved from https://www.nytimes.com/2016/07/08/us/public-colleges-chase-out-of-state-
students-and-tuition.html 
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In place of in-state tuition, state subsidies at public College 2.0 institutions 
reduce the contribution percentage rates for students from in-state 
households. However, out-of-state students are still eligible for the 
percentage decrease incentives that can mitigate their unsubsidized rates, 
including those for working in-state after graduation. 
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institutions have to rely on out-of-state students for revenue boosts and, subsequently, 
the potential for displacing deserving in-state students.  268

States have a powerful opportunity to mitigate out-of-state students’ increased 
contribution rates by providing incentives that boost the economy and increase 
competitiveness for students. For instance, public College 2.0 institutions may offer the 
same or even greater percentage decreases to out-of-state students who stay in-state 
after graduating and entering a career. The boon to attracting highly-skilled talent to 
states will make the investment worthwhile for states that choose to fund the incentive, 
and the increased economic activity can offset the costs of bringing down out-of-state 
contribution percentages. 

Studying abroad is a valuable educational experience for thousands of students each 
year, and therefore must be addressed in College 2.0 in a way that makes it a viable 
option for students while maintaining affordability. Studying abroad is often covered by 
financial aid when its educational costs equal those on campus, and College 2.0 treats it 
the same way. However, additional expenses are highly likely, and a means of covering 
those through College 2.0’s alumnumbers is available to students through the 
“unexpected and situational funds” provision. (See Part 20)

 
 
 

 Anderson, N. (2016, December 21). Surge in foreign students may be crowding Americans out of elite 268

colleges. The Washington Post. Retrieved from https://www.washingtonpost.com/local/education/surge-
in-foreign-students-might-be-crowding-americans-out-of-elite-colleges/2016/12/21/78d4b65c-b59d-11e6-
a677-b608fbb3aaf6_story.html 
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Studying abroad through campus-based or campus-sanctioned programs is 
covered by College 2.0, as long as the program is done during an academic 
term, maintains the student’s full-time status, and fully transfers all units to 
the student’s home institution. Room and board, food, and textbook expenses 
while studying abroad cannot exceed on-campus expenses in order to be 
covered by the student’s existing room and board contribution percentage. 
Transportation and additional travel costs can be covered through a small 
increase in the percentage contribution, as calculated by a College 2.0 advisor 
at the student’s institution (see “unexpected and situational funds” below). 
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If an institution offers its own health insurance plan for students who do not have other 
coverage, they can do so through College 2.0. The specific percentage increase is 
determined by the institution, in accordance with the College 2.0 algorithm and 
proportionate health costs. 

This section may be updated in the event of relevant changes to health care law. 

A majority of students work at least part-time while pursuing a college education.   269 270

Federal Work-Study has traditionally provided employment opportunities to needy 
students to alleviate their financial burden while in college, along with the added benefit 
of giving students work experience.  But working to meet college costs has its 271

consequences. The needier the student—when prices are high and parental financial 
support is low—the more the student’s grades suffer from having to work.  College 2.0 272

removes the financial burden that makes students need to work, but they still may want 
to work for long-term financial benefits. 

 National Center for Education Statistics, & U.S. Department of Education. (2016). College Student 269

Employment. The Condition of Education 2016. Retrieved from https://nces.ed.gov/programs/coe/pdf/
coe_ssa.pdf 

 Carnevale, A. P., Smith, N., Melton, M., & Georgetown Center on Education and the Workforce. 270

(2015). Learning While Earning: The New Normal. Retrieved from https://cew.georgetown.edu/wp-
content/uploads/Working-Learners-Report.pdf 

 U.S. Department of Education. (2014). Federal Work-Study (FWS) Program. Retrieved June 6, 2016, 271

from https://www2.ed.gov/programs/fws/index.html?exp=0 

 Kalenkoski, C. M., & Pabilonia, S. W. (2006). Parental Transfers, Student Achievement, and the Labor 272

Supply of College Students (BLS Working Papers No. 401). Retrieved from https://www.bls.gov/ore/pdf/
ec060130.pdf 
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Those who opt in to a campus-based health insurance plan incur a 
percentage increase. 

19  
Students may participate in a College 2.0 Work program, in which students 
commit to working a certain number of hours per week on campus in return 
for a proportionate contribution percentage decrease. 
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College 2.0 Work updates the work-study programs available to students by 
rearticulating the way it reduces financial commitments within the greater College 2.0 
framework. With need already covered up-front, College 2.0 students may not see as 
significant of a benefit from the traditional work-study structure that focuses on 
supplementing up-front costs. Thus, work-study benefits can be reimagined to 
guarantee the greatest financial impact for participants—when they have left college 
and entered their contribution period. 

Functioning similarly to contribution incentives, College 2.0 Work employment from 
qualifying on-campus jobs reduces student contribution percentages proportionate to 
the number of hours worked. College 2.0 Work represents a long-term benefit option 
students can take, particularly if they have opted-into add-ons like room and board, but 
they are still free to pursue standard job opportunities that can supply up-front spending 
cash. 

The positives of College 2.0 Work do not end with students’ opportunity to reduce their 
financial commitments. Institutions can adopt College 2.0 Work programs to save on 
labor costs and balance their up-front expenditures and long-term revenues. College 2.0 
institutions invest the up-front funds to educate students with the expectation that the 
return from their contributions afterward will replenish and grow those funds. But that 
investment can be substantial, and any means to offset those costs can be beneficial to 
participating institutions. 

Institutions act as the investors of their College 2.0 Work programs, and they set the 
ratio of hours worked to a reduced contribution percentage based on data and the 
College 2.0 Algorithm. Using College 2.0’s new data regime, institutions will be able to 
get a thorough understanding of student employment, calculate their capital savings, 
and maintain their work toward supporting low-income students. There is some 
precedent for work programs supplementing new college finance options, such as those 
found in free tuition proposals, although College 2.0 does not make work a requirement 
as many other proposals have.   273 274

Federal Work-Study funding at College 2.0 institutions will be addressed in the College 
1.5 Plan.

 Delisle, J., & Columbus, R. (2016, September 13). Working for Free College. U.S. News & World 273

Report. Retrieved from https://www.usnews.com/opinion/articles/2016-09-13/hillary-clintons-free-college-
isnt-better-with-student-work-requirements 

 Stratford, M. (2015, October 13). Working for Free College. Inside Higher Ed. Retrieved from https://274

www.insidehighered.com/news/2015/10/13/free-college-plans-some-democrats-push-student-work-
requirements 
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The cost of going to college is not limited to tuition, fees, room and board, and 
textbooks. Everything from transportation, computers, clothing, and laundry fall under 
the umbrella of indirect costs.  These expenses are generally estimated by colleges 275

and advertised to prospective students, but nearly half of colleges miscalculate them by 
significant margins.  Advertising inaccurate costs both confuses students and limits 276

financial aid coverage, leading to hardship and completion barriers while opening the 
door to institutions gaming the system.  The consequences of unmet needs can be 277

devastating, as is the case with food insecurity on college campuses.  278

 Kelchen, R., & American Council on Education. (2015). Exploring the Topic of Indirect Costs to Today’s 275

Higher Education Students. Retrieved from http://www.acenet.edu/news-room/Documents/Quick-Hits-
Indirect-Costs.pdf 

 Kelchen, R., Hosch, B. J., & Goldrick-Rab, S. (2014). The Costs of College Attendance: Trends, 276

Variation, and Accuracy in Institutional Living Cost Allowances. Retrieved from http://wihopelab.com/
publications/Kelchen%20Hosch%20Goldrick-Rab%202014.pdf  

 Hosch, B. J. (2014). The False Promise of Net Price as an Affordability Metric. Retrieved from https://277

www.stonybrook.edu/commcms/irpe/reports/presentations/FalsePromiseHosch_2014_11_11.pdf 

 Dubick, J., Mathews, B., & Cady, C. (2016). Hunger on Campus: The Challenge of Food Insecurity for 278

College Students. Retrieved from http://studentsagainsthunger.org/wp-content/uploads/2016/10/
Hunger_On_Campus.pdf 
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Students can apply for unexpected and situational funds to meet any 
unforeseen expenses including, but not limited to, relocation, summer 
housing, and transportation. These funds come with a small percentage 
contribution increase, determined by an institution’s College 2.0 advisor, who 
works with a student to determine how much in funding is needed and how 
to maintain a manageable contribution percentage increase. Students who 
intend to modify their percentage for any reason can apply to do so via a 
simple online form, which is then reviewed by a College 2.0 advisor prior to 
meeting.  
 
Nontraditional students have access to support programs that coordinate 
with the College 2.0 contribution percentage (including, but not limited to, 
part-time study, child day care, transportation, and gap funding). 
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A one-size-fits-all approach to indirect costs fails to account for the diversity of student 
needs.  College 2.0 breaks down each possible indirect cost as an add-on that 279

students can agree to with their College 2.0 advisor. The a-la-carte strategy for indirect 
costs also allows institutions to better budget the up-front coverage. For example, 
commuter schools should be prepared for greater transportation need than those with 
higher on-campus residency. For smaller expenses, students may choose to not take 
the add-on options and cover them themselves through part-time work or parental 
support. 

An increasing share of students do not fit the traditional path to college directly after 
high school. These nontraditional students may be older than 25, working at least part-
time, attending school part-time, and raising children. Nontraditional student enrollment 
is expected to continue its upward trend, with students ages 25-34 projected to rise by 
17 percent between 2013 and 2024, and an additional 10 percent for students 35 and 
older over that same period.  Nearly one quarter of undergraduate students are 280

parents of dependent children, and half of those parents are single.  Homeless and 281

foster youth attending college face a number of obstacles to success, like lack of family 
and emotional support, incomplete information on available resources, and burdensome 
program guidelines and processes.  Given their unique circumstances and 282

individualized needs, many nontraditional students encounter gaps in institutional and/or 
governmental support that can dramatically hinder their college success.  283

College 2.0 ensures nontraditional students’ access to supports so they can have just 
as good of a shot at graduation and post-college success as their traditional student 
counterparts. In addition to removing the complicated first step of completing the 
FAFSA, circumventing any pre-existing aid limitations and directly communicating needs 
to the institution, College 2.0 makes sure to cover all up-front costs and fill in any gaps 

 Taliaferro, W., Duke-Benfield, A. E., & Center for Law and Social Policy. (2016). Redesigning State 279

Financial Aid to Better Serve Nontraditional Adult Students. Retrieved from http://www.clasp.org/
resources-and-publications/publication-1/Redesigning-State-Financial-Aid-to-Better-Serve-Nontraditional-
Adult-Students.pdf 

 Hussar, W. J., Bailey, T. M., U.S. Department of Education, & National Center for Education Statistics. 280

(2016). Projections of Education Statistics to 2024. Retrieved from https://nces.ed.gov/
pubs2016/2016013.pdf   

 Miller, K., Gault, B., Thorman, A., & Institute for Women’s Policy Research. (2011). Improving Child 281

Care Access to Promote Postsecondary Success Among Low-Income Parents. Retrieved from http://
www.iwpr.org/publications/pubs/improving-child-care-access-to-promote-postsecondary-success-among-
low-in 

 U.S. Government Accountability Office. (2016). Actions Needed to Improve Access to Federal 282

Financial Assistance for Homeless and Foster Youth. Retrieved from https://www.gao.gov/assets/
680/677325.pdf 

 Duke-Benfield, A. E., & CLASP. (2015). Bolstering Non-Traditional Student Success: A Comprehensive 283

Student Aid System Using Financial Aid, Public Benefits, and Refundable Tax Credits. Retrieved from 
http://www.clasp.org/resources-and-publications/publication-1/Bolstering-NonTraditional-Student-
Success.pdf 
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in support that nontraditional students might encounter. Students will be able to indicate 
their situations upon enrollment and work with a College 2.0 advisor to craft a 
successful financial plan and educational experience. 

The simplicity and expediency of obtaining additional funding are crucial to students’ 
health, well-being, and success, especially in times of emergency and distress. By 
implementing a streamlined approval process, beginning with an online form and quick 
consultation with College 2.0 advisors, institutions can both maximize efficiency and 
reach. The online platform may also automate responses to certain kinds of requests, 
like providing students with next steps for studying abroad or covering off-campus 
housing. For the most pressing situations, institutions should guarantee that students 
can be seen and approved by a College 2.0 advisor within 48 hours. 

Life can throw a multitude of difficult situations at people that can unexpectedly restrict 
disposable income. Be it a health emergency, personal tragedy, severe debt, or 
bankruptcy, there are situations in which participants find themselves in financial straits 
that do not necessarily correspond with their earnings. College 2.0 wouldn’t fulfill its 
commitment to affordability if it did not have a mechanism for responding to such 
situations, and thus institutions will accommodate. 

In times of hardship, when approved by a College 2.0 advisor according to guidelines 
set forth in the signed student agreement, College 2.0 contributions may be paused for 
a certain length of time, and modified as needed by further approval. Those guidelines, 
for emergency situations or any other percentage modification requests, will be 
designed by each institution according to its financial resources and student needs. 
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21  
Participants in emergency situations may apply for contribution deferment, 
as outlined by institution guidelines and reviewed expeditiously by a College 
2.0 advisor.  
 
Each institution will develop its own guidelines to be used by College 2.0 
advisors for approving percentage modifications. 
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Although colleges and universities are often referred to as “four-year” institutions, many 
of their students fail to actually complete in four years.  There are several reasons a 284

student may not graduate in the traditional four year time span, but College 2.0 
eliminates one of the biggest: finances. Because College 2.0 students have no up-front 
costs, they no longer face the threat of having to leave school because they cannot 
make ends meet. 

Completion Rates - Financial Factors Pt. II 
The base contribution percentage is calculated on a four-year completion scale to 
encourage completion in both the student and the institution. Students are provided with 
an incentive to finish early, if possible, in the form of a 1/4 base contribution percentage 
decrease per year completed early (so a student who graduates in three years would 
have 3⁄4 of the base contribution percentage). The incentive to finish early is coupled 
with a disincentive to study beyond four years: a 1/4 contribution percentage increase. 
Graduation is also required for many percentage decrease incentives, adding another 
layer of positive reinforcement for students who may have withdrawn to complete their 
degrees. 

While it is important to create incentives to encourage students to complete on time, 
they are only half of the equation. Institutions bear a great deal of responsibility for 
completion rates and must provide students with the resources they need to graduate in 
an expected four years. Increased tuition is not the only consequence of a budget cut, 
as slashed courses and faculty jobs exacerbate the challenge of getting the classes 
necessary to finish on time.  For this reason, the percentage increase for students 285

staying beyond one extra year (year 5) is capped at 1/4, regardless if that student stays 

 Shapiro, D., Dundar, A., Wakhungu, P. K., Yuan, X., Nathan, A., Hwang, Y., ... Indiana University 284

Project on Academic Success. (2016). Completing College: A State-Level View of Attainment Rates 
(Signature Report No. 10a). Retrieved from https://nscresearchcenter.org/wp-content/uploads/
NSC_Signature_Report_10_StateSupp.pdf 

 Krantz, L. (2017, April 10). At UMass Boston, courses abruptly canceled. The Boston Globe. Retrieved 285

from https://www.bostonglobe.com/metro/2017/04/09/umass-boston-courses-abruptly-canceled/
lpi2OukS3OtAWlkgasizXK/story.html 
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The base contribution percentage of College 2.0 institutions is calculated on a 
four-year completion scale. Students who graduate in three years reduce 
their base percentage contribution by 1⁄4. Students who graduate in five 
years or more increase their base percentage by 1⁄4. The formula applies to 
both full-time and part-time students, as institutions will determine 
contributions through the unit-equivalent of a year of study (on the four-
year completion scale). 
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one additional year or more. Thus, the institution faces the proposition of losing revenue 
on the instruction of students who stay beyond five years, in addition to a delayed return 
as the students postpone employment. Likewise, the institution sees an early return 
when students complete in less than four years. Institutions’ academic policies (like unit 
minimums and maximums) can effectively move students toward completion and deter 
extended periods of study. 

College 2.0 does not make a distinction between full-time students and part-time 
students because their financial contributions are based on a unit-equivalent scale of a 
year’s worth of study (these are generally set by the institution to indicate full-time 
study). Institutions may still designate full-time and part-time students in order to clarify, 
prepare, and deliver supplemental benefits and services for those students. 

Supporting part-time students, including those who have work and family obligations, is 
imperative to ensuring broad access and upward mobility. One method institutions can 
take to support part-time students and their goals is by working with them upon entry to 
create a education plan, outlining not just the time the student can dedicate to studies, 
but the additional services the student might need. This way, the institution can help 
students move along their path to success smoothly and efficiently. 

A part-time student may complete a year’s worth of units in a two-year span, but will be 
responsible for 1⁄4 contribution percentage because that student’s education costs to 
the institution will be roughly the equivalent. Other contribution percentage modifiers, 
like room and board, do not follow the same elasticity between full-time and part-time 
students. A part-time student living in on-campus housing will incur the same 
percentage increase as a full-time student would, as their costs will be largely the same. 

Financial incentives in the specific style of College 2.0’s have not yet been studied, but 
the results of a few programs have provided useful insights into the impact of financial 
incentives on student success.  Those pilot programs, which provided scholarships to 286

students who met certain performance markers, found modest-to-significant increases 
in academic performance and completion when financial incentives were introduced.  287

As with many of the innovations of the College 2.0 model, this component would benefit 
from further study. 

 Scott-Clayton, J., Zafar, B., & Federal Reserve Bank of New York. (2016). Financial Aid, Debt 286

Management, and Socioeconomic Outcomes: Post-College Effects of Merit-Based Aid. Retrieved from 
https://www.newyorkfed.org/medialibrary/media/research/staff_reports/sr791.pdf?la=en 

 Mayer, A. K., Patel, R., Rudd, T., Ratledge, A., & MDRC. (2015). Designing Scholarships to Improve 287

College Success: Final Report on the Performance-Based Scholarship Demonstration. Retrieved from 
http://www.mdrc.org/sites/default/files/designing_scholarships_FR.pdf 
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Transfers, Veterans, and 
Leaving the Institution 

Almost 50% of four-year degrees are awarded to students who previously attended two-
year institutions.  If College 2.0 is to achieve access for all, it must accommodate 288

those who enter from anywhere, not just directly from high school. 

The four-year completion-based formula applies to all students, including transfers, so 
that flexibility can adjust to students’ unique circumstances. If a student transfers to a 
College 2.0 school and completes in two years, then that student contributes just 1⁄2 of 
the base contribution rate, plus any applicable add-ons the student has taken on. 

 National Student Clearinghouse Research Center. (2015). The Role of Two-Year Institutions in Four-288

Year Success with data current through October 2014. Retrieved from https://nscresearchcenter.org/wp-
content/uploads/SnapshotReport17-2YearContributions.pdf 
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23  
Students who transfer from one College 2.0 institution to another contribute 
a percentage of their income based on their time of attendance at each 
institution. The percentage of income sent to each institution is calculated 
using the formula of years spent at a particular institution divided by four, 
multiplied by the base percentage contribution for that institution. 
Contribution percentages for room and board and other supplemental 
education expenses are sent to the institutions for which they were used. 
 
When transferring to a College 2.0 institution from a traditional one, students 
retain any loans or financial obligations they may have already taken out, 
but then have a reduced percentage contribution for College 2.0 based on the 
time they will attend (years attended divided by four, multiplied by base 
contribution percentage).  
 
Transferring from a College 2.0 institution to a traditional one uses the same 
formula for calculating the reduced percentage the student will contribute to 
their College 2.0 institution after graduation (years attended divided by four, 
multiplied by base contribution percentage). The method of payment for 
expenses at the traditional institution are determined by that institution.

https://nscresearchcenter.org/wp-content/uploads/SnapshotReport17-2YearContributions.pdf
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While it is not financially advisable for a College 2.0 participant to transfer to or from a 
traditional tuition model four-year college, creating the potential for two different college 
finance obligations, the circumstance may arise for some students . Transfers between 
College 2.0 are much more compatible, as are transfers from community colleges. 

Upon leaving a College 2.0 institution, each student’s College 2.0 advisor reviews and 
finalizes alumnumbers before sending the information to the IRS for collection. The IRS 
needn’t be informed of any additional information, like a student’s enrollment status, 
because contributions occur automatically once a participant has begun earning a 
qualifying income. 

If a student has attended more than one College 2.0 institution, income contribution 
withholdings on tax documents add up all of the student’s contribution percentages. 
Based on what each College 2.0 advisor sent, the IRS will have information on the 
respective portions of a participant’s overall alumnumbers that go to each recipient 
school and can then distribute the funds accordingly. 

The GI Bill is one of the most significant pieces of federal legislation on higher 
education, having enabled generations to go to college and helped establish a 
widespread college-going culture in the United States.  In order to ensure that 289

veterans continue to receive those benefits at College 2.0 schools, Congress must pass 

 Radford, A. W., Bentz, A., Dekker, R., Paslov, J., RTI International, & National Center for Education 289

Statistics. (2016). After the Post-9/11 GI Bill. Retrieved from https://nces.ed.gov/pubs2016/2016435.pdf 
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24  
For all transfers to, between, and from College 2.0 institutions, a College 2.0 
advisor will meet with students beforehand to articulate and manage the 
financial structure of the transition between institutions. 

25  
Eligible United States military veterans may attend public College 2.0 
institutions with their contribution percentage covered by the the U.S. 
Government via the “G.I. Bill” and its various active legislation. U.S. 
Government funds will be sent directly to institutions, under the same 
mechanism described in the “sponsorship” section described below. The 
amount the U.S. Government contributes is still calculated based on veterans’ 
income, contribution percentage, and duration.

https://nces.ed.gov/pubs2016/2016435.pdf
http://ficsamerica.org
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a law that extends GI Bill education coverage to institutions operating under the College 
2.0 Model. Without such legislation, veterans will have a disincentive to attend College 
2.0 institutions and those same institutions will face a barrier to adopting the model, not 
wanting to leave out access for veterans. 

In recent years, the Department of Veterans Affairs has had to reckon with the fact that 
a sizable amount of GI Bill education benefits have gone to for-profit colleges with less-
than-stellar results. The federal government spends the most per-person on veteran 
students who attend for-profit colleges, despite their lower retention rates than those of 
public and nonprofit schools.  Limited data on veteran outcomes limits the 290

government’s ability to understand its return on investment and ensure that veterans are 
getting an education commensurate with the cost. Judging the performance of 
participating institutions thus relies on aggregate numbers for all students, and they fail 
to capture the unique circumstances faced by veteran students.  291

Legislation that allows veterans to receive education benefits for College 2.0 schools 
will enable outcomes-based funding and complete data on veteran outcomes. Because 
the contribution structure is the same for veterans as it is for civilian students, the 
federal government will only financially contribute to schools when veterans enter 
careers and meet income qualifications for contributions. Participating institutions then 
have a powerful incentive to help veterans succeed and find jobs once they graduate. 
The major benefit to the federal government is an assurance that its investment only 
funds the success of veterans’ education, and does not reward diploma mills. College 
2.0 also avoids the costly overpayment problem, in which the VA overpaid schools by 
more than $400 million dollars in 2014.  Furthermore, College 2.0’s robust data 292

infrastructure will allow the government to get a more complete understanding of the 
rates at which veterans graduate and enter careers, allowing adjustments and tailoring 
to programs to best meet veterans’ needs. 

A College 2.0 extension of GI Bill benefits will outline analogous coverage of costs as 
those currently offered, which are dependent upon qualifying service. According to the 
veteran’s benefit level, all or a portion of the veteran student’s contribution percentage 
may be covered. Any additional educational expenses can be covered by the 
participating veteran through standard College 2.0 contributions, eliminating the need 
for burdensome loans. 

 U.S. Government Accountability Office. (2013). VA Education Benefits: Student Characteristics and 290

Outcomes Vary across Schools. Retrieved from http://www.gao.gov/assets/660/656204.pdf 

 Molina, D., Morse, A., ACE, & NASPA. (2015). Military-Connected Undergraduates: Exploring 291

Differences Between National Guard, Reserve, Active Duty, and Veterans in Higher Education. Retrieved 
from http://www.acenet.edu/news-room/Documents/Military-Connected-Undergraduates.pdf 

 U.S. Government Accountability Office. (2015). Post-9/11 GI Bill: Additional Actions Needed to Help 292

Reduce Overpayments and Increase Collections. Retrieved from http://www.gao.gov/assets/
680/673230.pdf 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

http://www.acenet.edu/news-room/Documents/Military-Connected-Undergraduates.pdf
http://www.gao.gov/assets/660/656204.pdf
http://ficsamerica.org
http://www.gao.gov/assets/680/673230.pdf
http://www.gao.gov/assets/680/673230.pdf


FICSAmerica.org �105

A budget for College 2.0 GI Bill education benefits can be created using the same 
College 2.0 algorithm and data sets as used by participating institutions. According to 
the data and projections, the federal government will be able to determine how much it 
expects to spend on College 2.0 contribution coverage, what its target goals are, and 
how the program can accommodate veterans over time.  

Although College 2.0 simultaneously removes financial barriers to completion (See Part 
1) and adds support systems to promote completion (See Parts 2, 20, 22, 30), the 
possibility of withdrawal from the institution remains. The model accounts for these 
situations by using the same four-year completion scale that applies to students who 
transfer. Just as traditional institutions receive tuition revenue up-front from students 
who eventually withdraw, College 2.0 institutions must still cover the costs of educating 
students who withdraw for the time that they attended. Thus, the reduced contribution 
percentages provide a mechanism for maintaining the institution’s solvency and the 
participant’s affordability. 

Under circumstances in which a student must leave school, there must be a pathway to 
return and complete a degree. The challenge that College 2.0 presents is a financial 
one. The Plan is very clear about eliminating the possibility of changes to base 
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26  
Students who withdraw from a College 2.0 institution before completing a 
degree have a reduced base percentage contribution depending on the time 
they attended (years attended divided by four, multiplied by base 
contribution percentage), but may defer contribution for two years. Students 
may re-enroll in their institution and continue their studies where they left 
off at any time, pausing their contribution period if it has already begun. 

27  
If a student returns to school to complete a degree, contributions pause 
automatically (according to reported earnings to the IRS) and, upon 
graduating, those participants will be eligible for percentage decrease 
incentives. However, a student re-enrolling at a College 2.0 school may be 
responsible for any changes in contribution percentages that have been 
implemented in the meantime. In those cases, the changed contribution 
percentage is prorated for the additional time spent at the institution and 
combined with the student’s original obligation. 

http://ficsamerica.org
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contribution percentages once students have agreed to them. But should students 
withdraw, the calculation grows more complicated. The original rate and duration the 
student was subject to when enrolled is prorated according to the four-year completion 
formula. If the institution changes its base contribution percentage and/or duration in the 
time between the student’s withdrawal and return, then the student takes on the new 
rate upon reentry (also prorated for time spent). Changes to an institution’s 
alumnumbers are done with considerable effort, planning, and oversight, and therefore 
come only when absolutely necessary. The combination of new and old rates for 
students who lapse in their studies is a compromise aimed at fairness between the 
students’ original obligation and the institution’s needs. 

For example, if a student originally attended the institution for three years with a 4% 
contribution rate, and then returned for a final year after the institution had increased the 
percentage to 4.5%, the student’s final alumnumbers would be work out to (3⁄4 x 4%) + 
(1⁄4 x 4.5%) = 4.125%. 

Although institutions do not alter durations for alumni incentives, they may do so when 
conducting a base contribution rate change (approved by institutional leadership and 
Certification Review). The student contributes the prorated contribution percentages for 
the durations associated with each. 

Take the same scenario as the example above, but introduce changes in contribution 
duration. The original 4% contribution duration had been 10 years, but was increased to 
4.5% and 12 years. When adjusted for time spent at the institution during each period, 
the student would be assessed 3% for 10 years and 1.125% for 12 years, but those 
contribution periods can overlap. If the student had already contributed for three years 
at 3%, then the next 7 years of employment would have the combined rate of 4.125% 
until the original rate has completed. To accommodate the new rate, the remaining five 
years are assessed at just 1.125%. 

Had the contribution duration been reduced, the new percentage would apply to 
however many years specified, with the original rate extending alone for any remainder 
of the original duration. 

When students withdraw after four years of study, but qualify for the full base 
contribution percentage, both the student and the institution have incentives for that 
student to return and complete. With the degree, the student will likely earn more and 
have access to contribution-reducing incentives. And when the student earns more, the 
institution sees added revenue (in addition to boosted completion rates). 
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The College 2.0 algorithm assumes a certain level of noncontributing participants and 
absorbs that cost, including students and graduates who die before they have 
completed their contribution period. Therefore, remaining contributions are not 
transferred to others, including next of kin.  

Career Support

College 2.0 aligns the incentives of higher education’s two primary stakeholders: 
students and their institutions. Although jobs may be just one of students’ many goals 
for their college experience, career success can serve as a measure of the outcome 
and relative value of that education. 

The relationship between students’ careers after graduation and the funding of the 
institution creates a mutually beneficial partnership in which the institution has an 
incentive to help students enter careers and thrive in them long-term. That incentive 
also creates an improved pressure on institutions to make sure their students graduate 
on time, which translates to a speedier return from swift entry into the workforce and 
higher wages from having a degree. With College 2.0, colleges are not funded simply by 
providing an education to their students, but by ensuring that they have the tools, 
knowledge, and experience they need to be successful once they graduate. In this 
regard, College 2.0’s model creates a kind of outcomes-based funding for institutions of 
higher education. 
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28  
Any remaining contributions following the deaths of participants are 
absorbed by the institution.  

29  
Because the revenue of College 2.0 institutions depends on the earnings of 
their students, it is in each institution’s best interest to help them find stable, 
high-paying careers if they need it. College 2.0 institutions may offer 
expanded career support services to students at no additional cost, leveraging 
an expanded alumni network and the institution’s public and private 
industry contacts to assist participants with career opportunities. These 
career support benefits are made available during and after college. 

http://ficsamerica.org
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The current traditional model revenue incentives for colleges work against the benefit of 
students. Tuition hikes are often enacted in response not to an increase in quality or 
improved resources for students, but as a reaction to the economy, funding cuts, and 
competition for resources with peer institutions. (See Part 11) Traditional college 
students don’t always get more bang for their buck when they are forced pay more, and 
those tuition increases can happen at will without warning, after a student has already 
enrolled and made financial plans based on prior rates. Moreover, if students have 
trouble finding jobs once they graduate, they don’t get any sort of refund for the price 
they paid for their education. On College 2.0, participants only contribute more when 
they themselves do better financially, and if they struggle, their contribute less or even 
nothing. 

Not all students will seek career assistance services, but they have the potential to be a 
valuable resource for College 2.0 participants when they need them. Many institutions 
already offer limited career services like resume workshops and job postings, but 
according to a recent poll, only one in six students found those services helpful.  With 293

College 2.0’s aligned incentives, institutions have a significant opportunity to assist 
students with the search for their ideal career. The job finding process is an often 
tedious and decentralized slew of job posting sites, services, and applications, most of 
which are far less effective at securing jobs than employer networking connections. By 
taking on the role of labor market actor, colleges can go to bat for their students, making 
their degrees more valuable, more competitive, and more pervasive in the workplace. 

College 2.0 leaves the articulation of these services up to the institutions, based upon 
their private and public employer contacts and unique student needs. One potential 
option is an agency model in which students can opt-in to be matched with choices of 
employers looking for those with certain skills and experience. Institutions may build 
from existing experiential learning programs, like those that assist students with 
internships, to leverage their networks and help launch graduating students into their 
careers.  294

Student freedom of choice is paramount in College 2.0. In addition to the protections 
offered through College 2.0 Certification and Academic Neutrality Assessments, FICS 
America encourages institutions to work on behalf of students in the job market. (See 
Part 40 for Certification) Competition between career support options offered by College 
2.0 institutions will provide students with yet another metric with which to make the right 
decision about which school to attend. 

 Auter, Z., & Marken, S. (2016, December 13). One in Six US Grads Say Career Services Was Very 293

Helpful. Gallup. Retrieved from http://www.gallup.com/poll/199307/one-six-grads-say-career-services-
helpful.aspx 

 New, J. (2014, November 13). Brown launches initiative aimed at providing internships to low-income 294

students. Inside Higher Ed. Retrieved from https://www.insidehighered.com/news/2014/11/13/brown-
launches-initiative-aimed-providing-internships-low-income-students 
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The additional investment in upgraded and redesigned career services should be 
considered part of the capital necessary when implementing College 2.0. Career 
services, by improving the employment rate of graduates and even boosting their 
earnings potential, directly impact participating institutions’ revenue. The impact of the 
investment in career services can be quantified by keeping thorough data on how many 
students use the services and how effective they are at increasing employment and 
average earnings. Importantly, institutions can measure their impact on the success of 
low-income and at-risk students, particularly those that might not otherwise have access 
to supportive employment networks. 

With the rapid emergence of new industries and technologies, it is in both participants’ 
and institutions’ interests to maintain access to continued education and extension 
programs through College 2.0. The skills and advancement opportunities that graduates 
gain from these programs can further enhance their earnings potential, adding yet 
another incentive for institutions to offer and expand such programs.   With lasting 295 296

guidance and support, College 2.0 institutions can fulfill their role as participants’ reliable 
partners on their paths to success. 

Students at College 2.0 schools have a long-term relationship with their institutions that 
extends beyond graduation, much like traditional alumni donors. That ongoing 
relationship of financial support creates, and incentivizes, programs that keep alumni 
involved with the institution, including extended or enhanced alumni benefits. 

 U.S. Department of Education. (2015). Making Skills Everyone’s Business: A Call to Transform Adult 295

Learning in the United States. Retrieved from https://www2.ed.gov/about/offices/list/ovae/pi/AdultEd/
making-skills.pdf 

 Pew Research Center. (2016). The State of American Jobs: How the shifting economic landscape is 296

reshaping work and society and affecting the way people think about the skills and training they need to 
get ahead. Retrieved from http://assets.pewresearch.org/wp-content/uploads/sites/3/2016/10/
ST_2016.10.06_Future-of-Work_FINAL4.pdf 
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30  
Graduates of College 2.0 institutions, as they begin participation in the new 
financial contribution program, will have access to extended alumni 
programs and benefits that help them stay involved with their campus into 
the future. This includes, but is not limited to, a mentorship network for the 
students that their contributions support.  
 
Any College 2.0 programs and benefits an institution chooses to implement, 
including mentorship and career services, must be made available to all 
participating students. 
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Completion Rates - Psychological Factors 
Improving completion rates through College 2.0 is a multifaceted effort, and mentorship 
is one opportunity to address the psychological and institutional elements of 
persistence. Although research on mentorship in college is relatively scarce, the handful 
of existing evidence points its positive impact on boosting completion rates through 
social and institutional integration.  Alumni mentorship, i n particular, is not unheard of 297

in academia today, but programs vary widely and haven’t been subject to much formal 
study.   Where mentorship has been incorporated into the college-going experience 298 299

in other forms, notably at community colleges, institutions have seen increased rates of 
persistence and completion among mentored students.    In high school and 300 301 302

earlier, supportive relationships matter to students and encourage on-time 

 Gershenfeld, S. (2014). A Review of Undergraduate Mentoring Programs. Review of Educational 297

Research, 84(3), 365–391. http://doi.org/10.3102/0034654313520512 

 Margeton, S. G., & Dragovich, P. (1995). Alma Mater Mentoring: Library Science Alumni Promote 298

School and Profession. Journal of Education for Library and Information Science, 36 (4), 346–350. 
Retrieved from http://scholarship.law.edu/scholar/665/ 

 Kansas State University College of Engineering. (n.d.). Alumni Mentor Program. Retrieved July 9, 299

2016, from https://www.engg.ksu.edu/alumni-mentor/ 

 Hu, S., & Ma, Y. (2010). Mentoring and Student Persistence in College: A Study of the Washington 300

State Achievers Program. Innovative Higher Education , 35 (5), 329–341. http://doi.org/10.1007/
s10755-010-9147-7 

 Bettinger, E. P., & Baker, R. (2011). The Effects of Student Coaching in College: An Evaluation of a 301

Randomized Experiment in Student Mentoring. Retrieved from https://ed.stanford.edu/sites/default/files/
bettinger_baker_030711.pdf 

 Phelps-Ward, R., & Latz, A. O. (2016). Institutionalizing Mentoring in Community Colleges: An initiative 302

for promoting minority student success. Academic Exchange Quarterly, 20 (1), 1–6. Retrieved from http://
www.rapidintellect.com/AEQweb/5664v6.pdf 
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completion.  The effects of mentorship can be especially effective for nontraditional, 303

first-generation, low-income, and minority students.    304 305 306 307

The College 2.0 Model depends on students’ timely completion and institutions thus 
have an incentive to implement as many cost-effective strategies to improve student 
success. With institutions’ deeper and longer-lasting alumni relationships, College 2.0 
can be the means by which large-scale alumni mentorship networks are established. 
Those same mentorship programs may also partner with institutions’ career services to 
develop students’ networks and establish important future career connections. 

Because institutions will have significantly more participating alumni than enrolled 
students, alumni may only need to mentor sporadically. That scale enables institutions 
to innovate with their design of the program, maximizing students’ social capital 
development, as well as social integration and support. One approach FICS America 
recommends is the connecting of two or more mentors to each student, with special 
attention to achieving a bonding relationship and a bridging relationship.  Incorporating 308

both bonding and bridging forms of social capital relationships can simultaneously 
create a sense of belonging and identity (bonding) while exposing the student to 
cultures, lifestyles, backgrounds, and perspectives different from their own (bridging).  309

 At least one of the mentors may have careers in the student’s field of study, 310

broadening network opportunities. Another mentor may work in a secondary career 

 Center for Promise. (2015). Don’t Quit on Me - Don't Call Them Dropouts Follow-up: What Young 303

People Who Left School Say About the Power of Relationships. Retrieved from http://files.eric.ed.gov/
fulltext/ED563822.pdf 

 Davis, D. J. (2007). Access to Academe: The Importance of Mentoring to Black Students. The Negro 304

Educational Review, 58 (3–4), 217–231.

 Sedlacek, W. E., Benjamin, E., Schlosser, L. Z., & Sheu, H.-B. (2007). Mentoring in Academia: 305

Considerations for Diverse Populations. In T. D. Allen & L. T. Eby (Eds.), The Blackwell handbook of 
mentoring: A multiple perspectives approach (pp. 259–280). Malden, MA: Blackwell. Retrieved from 
https://cerpp.usc.edu/files/2013/11/MentoringandDiversity-Sedlacek.pdf 

 Munford, R. L. (1996). The Role of Mentoring in the College Experiences of Mature African American 306

Women: A Qualitative Investigation. Retrieved from http://files.eric.ed.gov/fulltext/ED404910.pdf 

 Kendricks, K. D., Nedunuri, K. V., & Arment, A. R. (2013). Minority Student Perceptions of the Impact 307

of Mentoring to Enhance Academic Performance in STEM Disciplines. Journal of STEM Education, 14 
(2), 38–46. Retrieved from https://odi.osu.edu/uploads/Mentoring.pdf 

 Putnam, R. D. (1996). Bowling alone: America’s declining social capital. Journal of Democracy, 6 , 65–308

78. http://doi.org/10.1353/jod.1995.0002 

 Zhang, Anderson, S. G., & Zhan, M. (2011). The Differentiated Impact of Bridging and Bonding Social 309

Capital on Economic Well-Being: An Individual Level Perspective. The Journal of Sociology & Social 
Welfare, 38 (1), 119–142. Retrieved from http://scholarworks.wmich.edu/jssw/vol38/iss1/7 

 Smith, B. (2009). Mentoring programs: The great hope or great hype? (ASHE/Lumina Policy Briefs and 310

Critical Essays No. 7). Ames: Iowa State University, Department of Educational Leadership and Policy 
Studies. Retrieved from http://files.eric.ed.gov/fulltext/ED530577.pdf 
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option the student has considered, or another area the student feels passionate about. 
Depending on the institution’s offerings, mentors may be sourced from targeted support 
programs, including those dedicated to nontraditional and underserved student 
populations.  311

Institutions will need to craft mentorship programs and strategies that work best for their 
students and alumni, incorporating regular check-ins, clear mentor responsibilities, and 
guidelines. Even in long-distance circumstances, technology can be utilized to facilitate 
regular communication. As institutions develop their own programs and evaluate 
outcomes, they will be able to contribute to the growing knowledge-base on mentorship. 

FICS America envisions alumni mentors providing students with nonacademic support, 
on topics including: 

• social and emotional development 
• campus life integration 
• fostering inclusion and feelings of belonging  
• study skills 
• academic resources  
• life outside school  
• career advice  
• networking  
• constructive feedback  
• nudging 

FICS America recognizes that a mentorship network and its various possible 
incarnations may extend far beyond what is currently expected of alumni at most 
institutions. But as with most of the plan, College 2.0 represents major functional and 
cultural shifts from the traditional higher education experience. Widespread alumni 
involvement is not unprecedented, for instance, in their role as interviewers of 
prospective students, as long as institutions craft the culture and expectation.  

Mentoring has been shown to deepen students’ commitment to and identification with 
their institution’s mission, an outcome that could not only improve student success, but 
strengthen the mentorship program itself. If implemented effectively, participating 
students who have strong mentorship experiences may feel deeper connections with 
the institution’s mission and identity, and therefore more compelled to put in the effort 
toward mentoring their own students.  Functionally, students engage directly with the 312

very alumni who fund their education, putting a face to a more foundational aspect of 

 Museus, S. D. (2010). Delineating the Ways that Targeted Support Programs Facilitate Minority 311

Students’ Access to Social Networks and Development of Social Capital in College. Enrollment 
Management Journal, 10–41. Retrieved from http://www.tgslc.org/pdf/emj-f10-delineate.pdf 

 Ferrari, J. R. (2004). Mentors in life and at school: Impact on undergraduate protégé perceptions of 312

university mission and values . Retrieved from https://www.researchgate.net/publication/
240518682_Mentors_in_life_and_at_school_Impact_on_undergraduate_protege_perceptions_of_universi
ty_mission_and_values 
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College 2.0: when a student’s application for enrollment is accepted, the institution 
makes a de facto statement of its belief in the student’s future success and its 
willingness to invest. Whether alumni mentorship is compulsory or volunteer-based, 
successful implementation of alumni networks will depend on widespread buy-in from all 
involved, including existing alumni who can mentor the first cohorts of College 2.0 
participants. 

The change may be exhaustive, but building a robust mentorship program is well worth 
the effort. As with expanded career services, the investment is justified by the rewards 
for student success. 

Government 
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31  
College 2.0 requires two new federal policies: the creation of the IRS College 
2.0 SendSafe Program and the extension of GI Bill benefits to College 2.0 
institutions.  
 
Institutions that adopt the College 2.0 model must opt-in to the IRS College 
2.0 SendSafe program. The IRS SendSafe office will collect and send the 
contributions from participants directly to their institution, whether they 
are earned in-state, out-of-state, or abroad.  
 
College 2.0 contributions are withheld through new items on federal tax 
documents. College 2.0 participants indicate their contribution percentage on 
the new W-4, which includes modifications to accommodate married 
participants. Employers then withhold the appropriate percentage from 
earnings, similar to what is currently done for income tax and social security 
withholding. When funds are sent to the IRS, the College 2.0 SendSafe office 
confirms the contribution percentage and duration, tallying contributions on 
a month-by-month basis toward the completion of the participant’s College 
2.0 commitment. Those contributions are then distributed to institutions on a 
quarterly basis. Contributions withheld and the total amount liable based on 
the participant’s contribution percentage (as reported to the IRS by their 
institutions) are reconciled through the tax return process. Therefore, all 
College 2.0 participants must file an annual tax return. 

http://ficsamerica.org
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Policymakers at the federal level will need to make a series of changes to existing policy 
in order to accommodate institutions that adopt the College 2.0 Model. The first is the 
extension of veterans’ GI Bill higher education benefits to College 2.0 institutions and 
their new financial models. (See Part 25) The second essential policy change is the 
creation of the College 2.0 SendSafe program of the IRS. The SendSafe policy includes 
authorization of the IRS to use the tax system to collect and distribute funds for 
education by entering into contracts with accredited institutions of higher education. 
That contract, which is standardized for all institutions opting-in to the College 2.0 
SendSafe program, must also outline guidelines institutions must follow in order to 
protect students. 

The College 2.0 SendSafe program of the IRS is responsible solely for the collection 
and distribution of College 2.0 participant contributions. Using information provided by 
institutions, including students’ alumnumbers, the IRS automatically collects, processes, 
and distributes contributions through the existing tax system. 

A SendSafe office of the IRS will be created to perform the duties of collection and 
distribution as outlined in the policy. Tax documents must be updated to include College 
2.0-related items for tax withholding, deduction, and reporting. Modifications will also 
require specific attention to calculating the contributions of married participants who file 
jointly, specifying the individual income for the participant(s) in the relationship and any 
supplemental documentation. Such policy will also continue to maintain the IRS’ 
protection of sensitive financial information. 

By involving the IRS in College 2.0 contribution collections, the model can avoid 
burdensome and complicated changes in behavior. Participants also need not worry 
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about the risk of privacy and security infringements that come with third-party collection 
and distribution of contributions. College 2.0 participants and their employers simply add 
basic College 2.0 information to standard tax documents for proper withholding. Aside 
from overhauling the US tax system altogether (a project that extends far beyond the 
scope of College 2.0, but nonetheless a worthy endeavor), SendSafe is the most 
seamless approach to implementing College 2.0 across the labor force.

The College 2.0 SendSafe program starts with the existing income tax system and 
builds from there. The first new step occurs when institutions report the alumnumbers 
for participating individuals to the IRS, which uses that information to confirm correct 
contributions once participants start earning income. Upon entering careers, participants 
complete the Form W-4 and file annual tax returns just as they would normally, but with 
their alumnumbers included for withholding. 

The only new responsibility participants see is the completion of an annual income 
information update form sent to their institutions. This form is a necessary step that fills 
a crucial information gap between the IRS and institutions. Although the IRS will 
automatically collect earnings data from the income tax system, much of that 
information cannot be shared outside the agency. Despite its potential usefulness, such 
information sharing has historically been a political nonstarter and a potential security 
hurdle. Because institutions need earnings data from College 2.0 participants in order 
for the College 2.0 algorithm to properly calculate important budget and financial 
information, the annual income update form is the way in which participants can keep 
their earnings information up-to-date. (See Part 49) 

Employers do not need to change their existing income withholding processes to 
accommodate the College 2.0 SendSafe program. Their workflow remains largely the 
same, using employee W-4 forms to withhold income, now including College 2.0 
contributions, and sending it to the IRS. The process only becomes more involved when 
employers choose to cover College 2.0 contributions for their employees. (See Part 51) 

College 2.0 advisors send alumnumber information from institutions to the IRS on behalf 
of participants once they leave college. (See Part 7) Institutions essentially take on 
servicer responsibilities for participants, both during college and afterward. Any 
modifications to participants’ alumnumbers are managed by College 2.0 advisors, and 
when appropriate, they report those changes to the IRS. The institution’s bolstered 
career services help keep the College 2.0 model functioning smoothly by providing an 
additional layer support for participants in the job market. 

The SendSafe office of the IRS has three primary responsibilities: collect contributions, 
confirm contribution liability, and send contributions to the institutions. The collection of 
contributions follows the same process as current income withholdings; it is in the 
confirmation and distribution of contributions where the office will take on entirely new 
tasks. 

Using the alumnumber information sent by College 2.0 advisors, the IRS will know the 
College 2.0 rate and duration for each participant. Once the participant begins 
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contributing, the SendSafe office uses the participant’s tax return to check against its 
contribution liability information to make sure the participant has neither underpaid nor 
overpaid. Tax returns also inform the measurement of participants’ contributions against 
their total contribution period. 

When participants’ contribution periods approach completion, the SendSafe office 
notifies participants ahead of time. At that point, participants may remove the 
contribution withholding on their W-4. End of Contribution Period Notices are the only 
information-related responsibility of the IRS and are a necessary measure to prevent 
the overcollection of participants’ income for College 2.0 contributions. Should 
participants neglect to remove their contribution withholding following the completion of 
their contribution period, any excess contributions are refunded upon the filing of the 
year’s tax returns. 

Once the IRS has collected contributions from employers and organizes the funds 
based on recipient institutions, they are then distributed on a quarterly basis using 
existing Department of Treasury processes, likely by dispersing officials at the Fiscal 
Service.  313

The sole obstacle to implementing the SendSafe program, and College 2.0 as a whole, 
is the fact that the IRS-to-institution pipeline will likely need Congressional approval. 
Establishing a link between the IRS and education is one with some precedent,D but the 
political hurdle of getting any legislation passed, let alone this one, remains. The best 
hope for allowing institutions to adopt College 2.0 may be as part of other legislation, 
namely a reauthorization of the Higher Education Act. 

An alternate pathway within the Executive Branch holds hope for a speedier and more 
direct implementation of at least a few of the SendSafe program’s components. The 
prospect of the IRS handling education-related finance has been discussed as a 
solution to the income-certification issues that plague federal Income-Driven Repayment 
Plans.  In fact, an initiative had been made by the Obama White House to facilitate the 314

Department of Education’s automatic recertification of income-driven repayment 
borrowers’ income through the IRS.  College 2.0’s collection mechanism functions in a 315

similar manner, and could sufficiently operate with such an agreement between the 
Department of Education and the IRS. Whether the power to enact the IRS-to-education 
link actually exists within Executive Branch authority is an open question and, even if 
possible, the initial startup funding may still require Congressional approval.G 

 U.S. Department of the Treasury. (n.d.). Treasury Offset Program (TOP). Retrieved from https://313

fiscal.treasury.gov/fsservices/gov/debtColl/dms/top/debt_top.htm 

 Consumer Financial Protection Bureau. (2016). Midyear update on student loan complaints. Retrieved 314

from http://files.consumerfinance.gov/f/documents/
201608_cfpb_StudentLoanOmbudsmanMidYearReport.pdf 

 U.S. Department of Education. (2016). Retrospective Review Plan Report. Retrieved from https://315

www.whitehouse.gov/sites/default/files/omb/inforeg/regreform/retroplans/Jan-2016/DOEd-Retrospective-
Plan-Progress-Report.pdf 
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The College 2.0 SendSafe program of the IRS is designed to require zero new spending 
as a matter of political expediency and practicality, not necessity. A fiscally neutral 
program currently fares a much higher likelihood of passage in Congress than one 
requiring significant investment. The establishment of the SendSafe program can be 
done without new spending by offsetting its costs with the reduction in the federal 
student loan administration and servicing for participating College 2.0 institutions. 
Because the students at College 2.0 schools have all of their up-front need met, they no 
longer need to complete the FAFSA nor take out student loans. The resulting 
government savings are more than enough to create and administer a SendSafe 
program that builds upon existing IRS responsibilities. 

However, the College 2.0 Plan represents the bare minimum required to allow 
institutions to adopt the model, and it can be positively augmented with additional 
federal, state, and local support. In a national effort to reduce (and eventually eliminate) 
student debt, federal funding would be well spent on supporting institutions’ transition 
costs. Such funding could make the difference between transitioning and not 
transitioning for many institutions, and the federal government can recoup the savings 
from winding down the student loan system and increasing economic activity with 
reduced debt. An additional possibility, the federal government can extend outcomes 
based incentives by covering portions of graduates’ contribution percentages, perhaps 
through a tax incentive system. 

College 2.0’s dependence on the IRS alone, rather than involving other government 
agencies, stems from the goal of making the model’s administration as efficient and 
streamlined as possible. An added benefit of relying on institutions themselves as 
servicers of participants’ contributions means the IRS can handle solely the collection 
and distribution of funds. The reason FICS America has not specifically outlined 
Department of Education involvement is the potential for interagency red tape and 
bureaucratic obstacles. We would not necessarily oppose an approach that involves the 
Department of Education, as long as that involvement strengthens College 2.0’s 
functioning for all stakeholders, keeps costs low, and adds value by playing directly to 
the Department of Education’s areas of expertise (i.e. creating and monitoring College 
2.0 SendSafe program agreements). 

For more on the IRS’ role in College 2.0, see Parts 5, 49. 

Several checks and balances ensure that the accurate contributions and distributions 
are made by each of the four stakeholders: participants, College 2.0 institutions, 
employers, and the IRS. Participants’ tax returns confirm the contribution amount liable 
with the earnings withheld by employers. Institutions’ advisory departments check the 
accuracy of their contribution disbursements against their own records and 
accompanying receipts from the IRS (on which the IRS will provide any information 
permissible, including aggregate contributions collected). The agreement between 
institutions and the IRS College 2.0 SendSafe office further outlines the terms through 
which institutions fund the office’s collection services. 
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It is important to note that tax revenue collected by the IRS does not account for 100% 
of the tax liability. US tax collection relies on a voluntary system of reporting that does 
not fully collect nor enforce every tax owed. The discrepancy between the nation’s total 
tax liability and taxes actually collected is referred to as the tax gap. The IRS has 
periodically released limited and approximated information regarding the tax gap, most 
recently indicating that the average individual income tax gap in the years 2008-2010 
was 23% of the total liability.  With a funding model that so significantly depends on 316

the tax system, College 2.0 must ensure participating institutions that their revenue 
cannot fall victim to the tax gap. Fortunately, closer study of the tax gap reveals 
institutions’ extremely limited exposure to underpayment, underreporting, and nonfliling 
of individual income taxes and, by extension, College 2.0 contributions. 

The individual income tax gap encompasses a multitude of different sources of 
earnings, some of which have a greater risk of misreporting than others. Participating 
institutions need not fret the tax gap, because the IRS states that the rate of 
misreporting plummets to just 1 percent for income subject to withholding, as College 
2.0 contributions are.  Another mitigating factor for tax gap susceptibility is that 317

College 2.0 participants are required to file tax returns, and 99 percent of those who file 
tax returns fully report their earnings.  318

More work can be done to determine the precise government costs and revenues 
associated with the startup of the College 2.0 SendSafe program, but FICS America 
estimates that the program can pay for itself in a number of years. SendSafe’s 
overlapping processes with current IRS responsibilities limit the extent to which the 
agency will need to make systems changes. Recent advancements in data analysis and 
information security technology will cut down costs if new systems are needed. Coupled 
with the gradual transition of students onto College 2.0, and making contributions even 
later, SendSafe’s services can be phased in just as steadily. 

The federal government has an incentive to authorize the College 2.0 SendSafe 
program simply from a revenue standpoint. College 2.0’s tax filing requirements, 
including tax returns and direct wage-withholding of College 2.0 contributions, come 
with the real possibility of moving more taxpayers into full compliance.  As more 319

students attend College 2.0 institutions, the federal government’s student lending will 
subsequently fall. Internal administrative costs associated with student lending will 

 Internal Revenue Service. (2016). Tax Gap Estimates for Tax Years 2008–2010. Retrieved from https://316

www.irs.gov/PUP/newsroom/tax%20gap%20estimates%20for%202008%20through%202010.pdf 

 Mathur, A. (2016, May 27). How To Help Close The Tax Gap. Forbes. Retrieved from https://317

www.forbes.com/sites/aparnamathur/2016/05/27/a-simpler-tax-code-may-help-close-the-tax-gap/ 

 U.S. Government Accountability Office. (1997). Taxpayer Compliance: Analyzing the Nature of the 318

Income Tax Gap. Retrieved from https://www.gpo.gov/fdsys/pkg/GAOREPORTS-T-GGD-97-35/pdf/
GAOREPORTS-T-GGD-97-35.pdf 

 U.S. Government Accountability Office. (2015). High-Risk Series: An Update. Retrieved from http://319

www.gao.gov/assets/670/668415.pdf 
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shrink correspondingly, counteracting much of the College 2.0 SendSafe office’s hiring. 
The federal government budgets over $500 million dollars each year on servicers of 
student loans, many of which have been cited for administrative negligence that has led 
to increased costs and hassles for borrowers.   Because servicing duties are 320 321

fulfilled by College 2.0 institutions themselves, the federal government will see 
additional savings from the winding down of student lending. The closing of gaps in 
reporting and the downsizing of the federal student loan program, along with the 
economic benefits of a growing college-going, higher-earning population, will offset 
much the SendSafe program’s initial startup costs. 

The linked collection of contributions and taxes means that any failure to make College 
2.0 contributions won’t require any new enforcement responsibilities, and would be 
investigated alongside the failure to pay taxes. Any subsequent audit or action follows 
previously established IRS protocol. 

For the past 60 years, education expenses have been subject to various deductions, 
exclusions, and credits.  These benefits encourage economy-bolstering behavior and 322

support the pursuit of higher education, meanwhile lessening the hardship on students 
and graduates. College 2.0 participants have their contributions automatically withheld 
from their earnings, directly impacting their level of disposable income. Taxing College 
2.0 contributions would create an undue and inappropriate burden on participants’ 
livelihoods. Therefore, FICS America made sure that tax deductions adequately 
respond to participants’ new financial relationships with their institutions. 

 Lorin, J. (2015, December 11). Who’s Profiting From $1.2 Trillion of Federal Student Loans? 320

Bloomberg. Retrieved from https://www.bloomberg.com/news/articles/2015-12-11/a-144-000-student-
default-shows-who-profits-at-taxpayer-expense 

 U.S. Department of Education. (2017). Department of Education Fiscal Year 2017 Budget Summary 321

and Background Information. Retrieved from https://www2.ed.gov/about/overview/budget/budget17/
summary/17summary.pdf 

 Crandall-Hollick, M. L. (2016). Higher Education Tax Benefits: Brief Overview and Budgetary Effects. 322

Retrieved from https://fas.org/sgp/crs/misc/R41967.pdf 
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Extending current education-related federal tax deduction benefits, College 
2.0 contributions qualify for above-the-line deductions, except in cases of 
third-party coverage (state, employer, GI Bill, etc.). When employers provide 
contributions on behalf of the College 2.0 participant, they may claim the tax 
deductions instead.
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Whereas College 2.0 certification studies the financial health of an institution’s model 
and the freedom of the student experience, IRS College 2.0 SendSafe office guidelines 
protect against the government’s liability for entering into agreements with institutions. 
The guidelines agreed to between institutions and the IRS represent only the most basic 
and necessary for the smooth operation of the College 2.0 model and protection of 
students. These guidelines include existing rules for institutions of higher education in 
the United States and add provisions specific to the College 2.0 structure. 

Guidelines include (but are not limited to): 
• Agreement on amount of institutional revenue dedicated to funding 2.0 office 
• Enforcement of participant contributions is handled by existing IRS guidelines 
• Accurate and regular reporting of contribution percentages to IRS, durations, and any 

modifications  
• Items included on disbursement receipt to institutions (# of contributors, total amount, 

# of noncontributing, etc)  
• System of reconciling collection disputes if discrepancy occurs, process of appealing 
• Adherence to all applicable financial laws  323

• Institutions may not 
• change the base contribution percentage or duration for students once they   

have been accepted 
• assert any control over participants opting in to College 2.0 
• claim to rights to any property or finances beyond the agreed upon percentage   

contribution for set period of time. 
• discriminate on enrollment based on income or the criteria included in the Equal  

Credit Opportunity Act: “(1) on the basis of race, color, religion, national origin,   
sex or marital status, or age (provided the applicant has the capacity to contract);  
(2) because all or part of the applicant’s income derives from any public assistance 
program; or (3) because the applicant has in good faith exercised any  right 
under the Consumer Credit Protection Act.”  324

 Consumer Financial Protection Bureau. (2013). CFPB Education Loan Examination Procedures. 323

Retrieved from http://files.consumerfinance.gov/f/201312_cfpb_exam-procedures_education-loans.pdf 

 Consumer Financial Protection Bureau. (2013). CFPB Consumer Laws and Regulations: Equal Credit 324

Opportunity Act (ECOA). Retrieved from http://files.consumerfinance.gov/f/201306_cfpb_laws-and-
regulations_ecoa-combined-june-2013.pdf 
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In addition to gaining access to the IRS College 2.0 SendSafe collection 
services, participating institutions must agree to a set of basic guidelines to 
protect students, including the prevention of changes to the contribution 
rates and/or duration periods of enrolled students. 

http://files.consumerfinance.gov/f/201306_cfpb_laws-and-regulations_ecoa-combined-june-2013.pdf
http://files.consumerfinance.gov/f/201306_cfpb_laws-and-regulations_ecoa-combined-june-2013.pdf
http://files.consumerfinance.gov/f/201306_cfpb_laws-and-regulations_ecoa-combined-june-2013.pdf
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With state funding of public colleges in a free fall over the past two decades, institutions’ 
financial stability has long been threatened. State College 2.0 is an attractive option for 
states ready and willing to fully fund the educational expenses of its students, but it isn’t 
a realistic expectation of all states. For that reason, College 2.0 provides for other public 
funding options that maintain public colleges’ relationships with their states while 
working toward shared goals. States and institutions must work to reach an agreement 
that maintains a funding relationship, introduces a level of predictability, and prevents 
states from pulling entirely out of their public colleges. 

Funding floors, in which a state agrees to not cut funding below a certain percentage of 
the state budget, may be a politically difficult agreement to strike given the reduced 
flexibility it gives legislators to make budgetary changes. Indeed, entrenched budgets 
are largely to blame for many cuts in state funding, with considerable funds dedicated to 
other issues. But a funding floor is a vastly superior option, even politically, than an 
entire defunding of public institutions in the face of a College 2.0 transition, especially 
when paired with outcomes-based funding for economically impactful incentives. (See 
Part 14) 

FICS America has sought to avoid a side-effect of College 2.0 in which states see an 
opportunity to pull funding as its institutions see their revenue grow from graduate 
contributions. Although unlikely, we did not want to leave the door open in any such 
circumstance. The maintenance of state funding, if not its growth, is crucial to the 
success of College 2.0 at public institutions—institutions need to know how much 
funding they will receive in order to properly formulate and maintain their rates. Without 
up-front subsidies, public institutions’ rates will skyrocket and rival those of private 
institutions, leaving students without low-cost options. Another significant reason for the 
necessity of state funding is its role in offsetting startup capital as institutions transition 
to College 2.0. The initial investment colleges make in their students can require a 
substantial amount of funding, which states can contribute toward. That state 
investment into startup capital can be justified by the many quantitative benefits to 
regional economies, competitiveness for highly-skilled labor, and avoided debt among 
its residents. 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

34 
To ensure revenue stability during transition and beyond, state-funded 
public institutions enter into a long-term funding agreement with the state. 
The agreement accounts for both up-front funding subsidies and back-end 
outcomes-based funding (either College 2.0 incentives or State College 2.0 
contribution coverage), as well as protocol and limitations of potential 
changes in future funding. 
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A floor for state’s funding commitment to public College 2.0 institutions resembles that 
of students’ contribution percentages—it establishes a long-term relationship in which 
funding can flex according to the contributor’s means. Whereas students gain the 
knowledge, skills, and experience that prepares them for life, states enjoy the 
competitive advantages of low (or eliminated) contribution percentage rates and a 
stronger, more educated economy. 

The hallmark of public institutions is the guarantee of access and affordability, but such 
benefits have suffered from the nationwide trend of state divestment. Pairing a funding 
floor agreement with an outcomes-based strategy for increased investment sets public 
colleges on the right path toward a strong, stable transition to College 2.0, and a 
renewed commitment to a public mission. (See Part 12)

Transition and Certification 
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When institutions announce their intent to explore College 2.0, FICS America 
runs a Diagnostic Review using the College 2.0 Algorithm to determine 
whether the institution is a good candidate for the model. Based on 
preliminary data provided by the institutions and the rules associated with 
the Plan, FICS America provides a recommendation on whether to proceed. 
Factors that contribute toward favorable candidacy including size, strong 
completion rates, graduate earning, and diversity. If approved, FICS America 
partners with the institution to assist with the transition process. 
 
In order to convert from the traditional tuition model to College 2.0, an 
institution will first establish an exploratory committee comprised of a 
diverse range of institutional stakeholders. The committee works with FICS 
America to develop a multi-year transition plan, including the amount of 
capital needed to fund the transition, the best source of capital, the duration 
of transition, the base percentage contribution and contribution duration, 
projected revenue increases, and other important details.
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There are six steps institutions take along the path toward implementing College 2.0:  

1) Announcement of exploration 

2) College 2.0 Diagnostic Review 

3) Exploratory Committee 

4) Approve Rates and Transition 

5) College 2.0 Certification Review 

6) Begin Transition 

FICS America designed College 2.0 to work for any school, but not necessarily every 
school. There are certain attributes that make institutions more likely to successfully 
implement College 2.0 than others, and those attributes must be fully considered prior 
to transition. Before an institution can move forward with the exploratory committee 
stage of transition, it needs a thorough understanding of its compatibility with College 
2.0. 

The College 2.0 Diagnostic Review is a service that analyzes an institution, based on 
data sets provided to FICS America, and determines whether it would be a good 
candidate for College 2.0. Among the factors considered for College 2.0 candidacy are 
completion rates, average graduate incomes, costs to educate, size and diversity of 
student body, fields of study, career outcomes. If the institution meets FICS America’s 
criteria for ideal scale, risk distribution, and ratio of revenue to expenditures, then the 
organization will offer a recommendation to proceed to begin the College 2.0 transition 
exploratory process. 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

http://ficsamerica.org


FICSAmerica.org �124

Once the Diagnostic Review is complete and the institution is cleared to move forward, 
the institution contracts with FICS America for Transition Partnership. Transition 
Partnership is FICS America’s support service for institutions adopting the College 2.0 
Model. FICS America team members are made available to the exploratory committee 
through every step of the planning process. While not directly involved in the decision 
making, FICS America serves in an advisory capacity, providing access to the 
proprietary College 2.0 Algorithm and expert insight into every aspect of the Model. 
FICS America team members offer guidance about which aspects of the committee’s 
work are most likely to be approved by Certification Review.  

The exploratory committee, culled from the institution’s diverse range of stakeholders, 
debates and ultimately selects the core tenets of its College 2.0 Model, from the 
contribution percentage and duration to the capital source and transition plan. Once the 
committee has concluded its work, the institution’s College 2.0 Plan is voted on by the 
committee following a public hearing. Then, the Plan is sent to its governing body for 
final approval. 

The Transition Partnership includes the Initial Certification Review, consisting of a final 
analysis of the institution’s completed College 2.0 Model just prior to its initiation. If the 
Initial Certification finds any inconsistencies or problems, FICS America makes 
recommendations and sends the Plan back to the committee for revisions. 

For more information on the process for institutions transitioning to College 2.0, please 
refer to the College 2.0 Institution Implementation Guide. 

Institutions will learn a great deal about the implementation of College 2.0 as they make 
the transition, and that information can do the most good when shared in an open 
forum. The College 2.0 Consortium acts as a central gathering of institutions making the 
transition, each undergoing their own growing pains and implementation successes. 
While sharing knowledge and data can lead to best practices, institutions can also 
collaborate on exploring different options for mentorship networks, enhanced career 
services, textbook procurement, administrative efficiencies, and more. Maintaining an 
open dialogue will be key to the successful implementation of College 2.0.  
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During the exploratory stage, institutions join the College 2.0 Consortium, a 
group of institutions at various stages in the transition process (exploratory, 
active transition, and completed transition). The College 2.0 Consortium 
brings all College 2.0 institutions together to share knowledge and data, 
develop best practices, and collaborate on projects, programs, and research. 
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37  
The startup capital necessary for an institution to transition to College 2.0 
must sufficiently cover the up-front costs of the first several classes of College 
2.0 students. Once those first College 2.0 students graduate and begin 
contributing back to their institution, their contributions are then used to 
support students attending with no up-front costs, until all incoming students 
participate in College 2.0.  
 
Institutions have five capital options for transitioning to College 2.0. The best 
option will take into account an institution’s unique funding structure and 
needs.  
 
Capital Sources  
Option A: Self-Funded  
Institutions may choose to use investment funds, discretionary funds, 
endowment funds, financial aid funds, and/or their own startup capital 
through a fundraising campaign.  
 
Option B: State-Funded 
State governments may choose to fund the transition of their public 
institutions. To do so, funds allocated for College 2.0 transition are sent 
directly to each transitioning institution to support the pilot classes of 
College 2.0 students.  
 
Option C: Federal-Funded 
The U.S. Government may set aside funds dedicated to supporting 
institutions transitioning to College 2.0.  
 
Option D: Institutional Debt Financing 
Institutions without access to internal funds, adequate fundraising resources, 
or state/federal funding may choose to raise their College 2.0 transition 
capital through debt financing or a bond issuance, with the possibility of 
borrowing against future surplus revenue from the College 2.0 model. 
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For transitioning institutions, College 2.0 is a long-term investment, complete with a 
substantial return. But each institution has a different financial structure, and to 
successfully accommodate any institution that chooses to transition, FICS America 
outlines recommends customized capital solutions. The best options are determined by 
the College 2.0 Exploratory Committee following a review of the institution’s financials. 
For instance, many colleges supplement their tuition funding with revenue from 
investments. If a college depends on the short-term yield of those investments, it will 
need to plan accordingly for that lost revenue if it chooses to use investment funds to 
entirely or partially cover transition costs. Debt financing is the least-advisable, but still 
acceptable, form of capital for the College 2.0 transition. Any debt taken out to front the 
up-front costs of the transition must be carefully planned against the model’s gains in 
later years. 

The original title of College 2.0’s predecessor Fix UC was The Student Investment 
Proposal, and the legacy of that title lives on in the College 2.0 Plan. Regardless of how 
they raise the capital, College 2.0 institutions invest in the success of their students’ 
pursuits of careers. Although College 2.0 takes years to provide a return on investment, 
it is substantial one with far lower risk than investments with anywhere near comparable 
returns. 

The original Fix UC plan was developed in the midst of the Great Recession, and many 
of its core tenets, which live on in College 2.0, are informed by the need to withstand 
economic downturns. College 2.0 distributes risk across multiple levels: careers, 
industries, geography, time period, age, job level, and more, so that an economic shock 
to a particular subset of participants is mitigated by the diversity of other contributors. 
For example, diverse institutions protect themselves from a drop in employment in the 
manufacturing sector because it represents only a fraction of an institution’s contributor 
pool. 

Effective risk management calls for diverse student bodies, academic offerings, and 
career options, but simultaneously represents hurdles for specialized or 
demographically-limited institutions like technical institutions, art/design schools, 
HBCUs, and women’s colleges. Employment and pay discrepancies that persist for 
women and minorities pose challenges for institutions that rely on those earnings. 
Likewise, cohorts of graduates that disproportionately enter a more narrow range of 
fields or industries increases the institution’s vulnerability to economic shocks. 

College 2.0 institutions have the chance to take a bold stand against pay discrepancies 
and remedy the problems their graduates may face in the labor market. For example, 
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Option E: Combination 
Some institutions may find a combination of internal funds, fundraising, 
state funding, federal funding, and/or debt financing will suit their College 
2.0 transition best. 
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participating schools that implement an active agency model can identify employers that 
have historically compensated grads fairly and promote them to students seeking career 
services. How institutions choose to specifically articulate such programs, however, is 
up to their discretion. 

The issue of scale is a simultaneously important and potentially complicating 
characteristic of College 2.0. Distributing cost across a wide population reduces risk for 
institutions, as unemployment and industry trends make less of an impact on revenue 
the pool of participants grows larger. In spite of its necessity, scale stands in the way of 
some smaller institutions’ path to College 2.0. Likewise, implementing College 2.0 within 
academic departments or even small groups stands to threaten the Model’s stability. 
Scale is thusly considered during Diagnostic Review as a qualifying factor. (See Part 
38)

College 2.0 represents a dramatic departure from traditional higher education finance 
and carries with it a host of nuances unfamiliar to institutions and students today. 
Because of this significant shift, FICS America concluded that the best method of 
maintaining the model’s health over the long term is a regular certification process. 

Certification Review confirms the institution’s data and College 2.0 structure to ensure 
that all of is calculations are accurate. FICS America also review strategic plans for the 
necessary context within which to understand the institution’s short and long-term 
financial decision making and its compatibility with College 2.0. For publicly-funded 
institutions, the algorithm can incorporate state funding changes and their impact on the 
overall success of the transition. If FICS America finds any inconsistencies or “bugs” in 
the model, the organization offers steps to remedy the issues and earn Certified status. 

Pilot Programs 
Rigorous preparation is key to ensuring stakeholders that College 2.0 is the right step to 
take to avoid higher education’s financially ruinous path of endless tuition increases and 
massive student debt. College leaders cannot be reasonably expected to adopt the 
College 2.0 Model without first seeing substantial evidence of its viability. Accordingly, 
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At the conclusion the exploratory committee phase, FICS America conducts a 
College 2.0 Certification Review. The Certification Review, which occurs prior 
to transition and again every three years, takes an in-depth look at the 
institution’s finances and policies to ensure the fiscal soundness of the College 
2.0 mechanics as well as the protection of students’ interests. The initial 
Certification Review includes a thorough analysis of an institution’s 
transition capital plan. 
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FICS America has designed College 2.0 in a way that relies only on outcomes that can 
be tested and protected against prior to implementation. 

The Certification Review process includes a virtual pilot for transitioning institutions. 
Using the institution’s specific College 2.0 rates and data, the College 2.0 Algorithm 
runs simulations of various economic conditions. FICS America then measures its 
resilience against changes in employment, enrollment, earnings, outside funding, 
completion, and more. The virtual pilot enables an unlimited range of possible 
circumstances available for testing against the institution’s articulation of the College 2.0 
Model, and at the full scale of student participation and duration. Through the virtual 
pilot process, college leaders can understand the implications of certain scenarios, 
confirm that their version of College 2.0 can withstand them, and develop plans to adapt 
to any potential fluctuations. 

During the exploratory committee stage of transition, institutions set the terms of the 
College 2.0 Model, including contribution percentage and duration, in part based on 
their ability to maintain necessary funding levels during economic downturns. However, 
the positive changes in behavior and outcomes that result from College 2.0 aren’t 
factored into that process. Although College 2.0’s positive incentives are based on 
evidence, they haven’t been thoroughly quantified in practice and therefore cannot be 
entered into the College 2.0 Algorithm. Rates are set using existing data. Only once the 
gains from those positive outcomes are proven and measured can institutions make 
adjustments to take advantage. 

A physical pilot, although unlikely to achieve the same level of scale possible with the 
virtual pilot, can illuminate the positive outcomes of the Plan in a quantifiable way. The 
extent to which graduation and employment rates go up, for instance, will be best 
measured upon analysis of actual results from an implemented College 2.0 Model. The 
boost in revenue would then clear the path for more competitive rates than those first 
set according to data from traditional college-going. The same goes for changes in 
behavior, outcomes, employment, earnings, administration, best practices, enrollment, 
costs, and more. 

An income-share agreement experiment by Yale University in the 1970s illustrates the 
pitfalls of small-group pilot programs and problematic implementation design.  That 325

program involved a self-selected cohort that, instead of setting a time limit for each 
participant to contribute, required contributions until the cohort’s total cost had been 
paid off. Because the cohort was so small, and without the kinds of thresholds, time 
limits, and individual agreements that College 2.0 has, risk was not adequately 
distributed. Many of the participants defaulted and the program ultimately failed. 

While Yale’s experiment is an important cautionary tale, its failure does not entirely 
preclude small pilot programs or small institutions from participating—it simply 
underscores the need for College 2.0’s precautions against economic fluctuations, risk, 

 Ladine, B. (2001, March 27). ’70s debt program finally ending. Yale Daily News. Retrieved from http://325

yaledailynews.com/blog/2001/03/27/70s-debt-program-finally-ending/ 
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and adverse selection. For example, if a College 2.0 participant gets laid off, the 
contribution period pauses until earnings restart, rather than affecting the contribution 
durations of other participants. No matter the safeguards in place, FICS America 
maintains a strict level of scrutiny when assessing each institution’s fitness for College 
2.0 during Diagnostic Review and Certification Review. Any transitioning institutions will 
need to sufficiently account for scale, diversity, income, cost, and other determining 
factors. 

The ideal physical pilot will maintain the scale necessary for successful College 2.0 
implementation. Small pilots in academic departments or schools within a larger 
institution may not achieve the level of diversity necessary to receive College 2.0 
Certification. Instead, states may choose to support one public university campus out of 
a system through which to pilot the model, joining an initial cohort of institutions across 
the country making the transition. The institutions that make up the College 2.0 
Consortium may work together, facilitated by FICS America, to develop best practices 
and coordinate their political capital toward passing the necessary Congressional 
legislation. 

As comprehensive as the College 2.0 Algorithm is, and for the many downward cost 
pressures it introduces, the Plan cannot singularly rule out human error. College 
leaders, or decision makers within institutional silos, are fully capable of overspending 
or even outright ignoring the Algorithm’s financial guidelines. Mandatory Certification 
Reviews with each rate change are meant to minimize any potential for 
mismanagement, identifying any problematic financial trends before they can cause any 
lasting issues. FICS America cannot exercise any control over an institution, and with 
any financial structure adopted by institutions, there will always be a level of 
susceptibility to incompetence, however narrow it may be. 

An example of a leadership error would be overlooking the careful planning involved 
with the College 2.0 Algorithm’s projections. Consider student enrollment and its time-
sensitive role in revenue and expenditures. If enrollment were to drop below projections 
for a number of years, for any reason, the number of contributors will eventually drop 
proportionately. The key to navigating such a scenario is consult with the College 2.0 
Algorithm, planning the maintenance of revenue through a steady increase in 
enrollment and possible adjustments to rates. However, an institution can very well 
ignore the data and hastily spike enrollment (accepting more students) at a rate faster 
than the contributions can fund, potentially sending the school into the red. Although the 
chances are slim that such negligence would occur, particularly under radar and for a 
sustained amount of time, it illustrates the potential for an error not caused by College 
2.0 itself, but by an institution’s poor governance. 

College 2.0’s scale and long-term design require unique approaches to proving its 
viability. The two most effective means of testing College 2.0 prior to implementation, 
virtual pilots and formal study, are deeply woven into the College 2.0 transition process 
to ensure every institution’s success. The College 2.0 Algorithm calculates each 
institution’s version of the Model using protections against economic downturns, but 
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does not include the currently unmeasured positive effects. As institutions collaborate 
through the College 2.0 Consortium and learn from each other’s Models, we will gain a 
better understanding of the ways in which outcomes improve as a result of College 2.0’s 
innovations. 

Selecting which college to attend can be one of the most significant decisions someone 
makes. Future skills, experiences, employment opportunities, network, and earnings 
may all depend on that one choice. The more information students have when 
comparing colleges, and the more accurate that information is, the better they can 
consider their financial options.  The public and prominent display of institutional 326

outcomes serves as the outward-facing manifestation of aligned interests, underscoring 
the priority of ensuring student success. This is why College 2.0 requires participating 
institutions to share average graduate earnings and employment rate for prospective 
students. 

College 2.0 Certification verifies the information colleges advertise to prospective 
students, so they can feel comfortable knowing they are making an informed decision. 
And because College 2.0 locks in student’s contribution percentage and duration, 
students may enjoy the peace of mind that comes with a guaranteed financial 
commitment that cannot be changed on them the way traditional tuition prices can. 

Although College 2.0 explicitly eliminates up-front costs for participating students, there 
may be situations in which a financial obligation sneaks through. Certification Review’s 
analysis of the student experience looks for circumstances in which the institution, either 
intentionally or unintentionally, has put students in the unanticipated position of having 
to cover mandatory costs. However those costs manifest, and as minimal as they may 
be, they come with the potential to grow just as “fees” grew into tuition at previously 
tuition-free public colleges. If an institution has struggled to meet certain costs that have 
then been passed on to students, Certification Review can take that into account and 
recommend adjustments according to the College 2.0 Algorithm. 

 The Aspen Institute. (2015). From College to Jobs: Making Sense of Labor Market Returns. Retrieved 326

from https://assets.aspeninstitute.org/content/uploads/files/content/docs/pubs/LaborMarketReturns_0.pdf 
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As part of the Certification Review process, FICS America confirms the 
institution’s guarantee of a percentage contribution rate and duration, 
reinforcing that all advertised financial information available to prospective 
students is accurate. FICS America also ensures that the institution has not 
required any up-front costs to students. 
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One potential pitfall of aligning the interests of students and institutions is a heightened 
focus on earnings. If the college’s revenue depends upon what its students earn after 
they leave, there is a massive incentive to boost that revenue in any way possible. It 
may not be expected to occur at every institution, but some may be tempted by the 
opportunity to push students into traditionally lucrative majors and careers. When that 
possibility is opened, the temptation can manifest, even independently and 
decentralized, in a multitude of ways: recruiting, admissions, academic department 
funding, course offerings, faculty hires, marketing, career services, and more. For all the 
benefits of aligning incentives, there remained this potential threat to student academic 
and career freedom. 

Academic Neutrality is defined by FICS America, as the fair and impartial treatment of 
academic disciplines and career pursuits in an institutional setting. FICS America 
advises institutions against giving preferential treatment to departments, majors, or 
career-paths that traditionally lead to higher earnings and neglecting those that don’t, 
thereby reducing students’ freedom to study and work as they choose. 

The Academic Neutrality Assessment is FICS America’s method of publicly informing 
prospective students of any intrusive or manipulating academic forces, simultaneously 
compelling institutions to uphold Academic Neutrality in the most fair method possible. 

The Assessment does not penalize institutions for having certain priorities or areas of 
specialization, like polytechnic institutions or art schools. Nor does it encourage or 
reward the equal funding of every department or field of study. What the Assessment 
does do is track the change in funding or priorities before and after the transition to 
College 2.0. One indicator of decreased Academic Neutrality is the sudden or unusual 

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

40 
Following a review of recruiting, registration, academic policies, and student 
services, FICS America creates the institution’s Academic Neutrality 
Assessment. Academic Neutrality Assessments reflect the neutrality of an 
institution’s policies toward student freedom to study and work, protecting 
students from financially-motivated influences or coercion. Assessments are 
determined in part by marking departmental funding levels, enrollment and 
recruitment processes, and career service outcomes before implementing 
College 2.0 and tracking any changes over time. Academic Neutrality 
Assessments are made available to the public as part of College 2.0 
Certification, and note any shift toward emphasizing more lucrative 
educational and career paths than had been in place prior to College 2.0. 
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shifting of focus to moneymaking fields to boost contribution revenue, but it is not the 
only factor. 

FICS America takes a holistic survey of the student experience, from recruiting to career 
support and everything in between. An unexplained increase in acceptance of students 
in a lucrative department or enrollment drops in less lucrative departments may be 
considered red flags for Academic Neutrality consideration. Alone, those phenomena 
may not confirm any coordinated effort to manipulate academics for revenue potential, 
but if observed alongside other indicators, they might be cause for concern in the 
institution’s Assessment. Structural observations are augmented by student surveys, 
interviews, and staff consultation, among other informative supplements. 

It is important to stress FICS America’s commitment to institutions’ right to self-
determination. The Academic Neutrality Assessment is not meant to create a hurdle for 
institutions. It is only affected with a substantial amount of evidence of impacting the 
student’s ability to pursue goals without barrier. FICS America is also cognizant of the 
slow shifts in academic and career trends and tolerant of workforce needs. The 
Assessment is more sensitive to quick changes not explained by the likes of grants, 
trends, and goals. 

Moreover, the Academic Neutrality Assessment works in the institutions’ financial and 
reputational interest. Traditional rankings and risk management alone cannot guarantee 
students’ protection from undue pressure, but Academic Neutrality augments these 
other incentives for protecting academic and career diversity. Cutting or hampering 
certain disciplines would undoubtedly face faculty backlash, with the institution’s 
academic reputation suffering a proportionate hit. The financial incentives for distributing 
risk across a wide array of industries have been made clear, and Academic Neutrality 
functions in a way that supports them. 

The complete methodology for Academic Neutrality will be made available to institutions 
during the initial Diagnostic Review and agreed to at the time of signing on for Transition 
Partnership. 
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The College 2.0 transition is designed to most efficiently and effectively guide 
institutions to implementation from start to finish. The Transition Partnership and 
Certification Review processes offer institutions the direct support of College 2.0’s 
creators, capping a collaboration that begins with the initial Diagnostic Review. 

FICS America has the unique capacity to assess an institution’s College 2.0 Plans, from 
approving the institution's fitness for College 2.0, supporting its adaptation of the Model, 
and confirming its final form. No other group has as deep a capacity for judging the 
health and valid articulation of the complex financial model than its creators, nor do any 
third-parties have access to FICS America’s proprietary College 2.0 Algorithm. FICS 
America is a 501(c)3 nonprofit dedicated to students’ and institutions’ success, and only 
requires fees (determined by the size of the institution) to cover the costs of providing 
these services. Outside firms can be reliably expected to charge exponentially more for 
services that cannot match those offered by the creators of the College 2.0 model. 

Certification Review’s criteria for clearing institutions creates a universal standard to 
maintain the reliability of College 2.0 institutions, no matter which one students choose. 
Through regular reviews and assurances of quality, FICS America protects the College 
2.0 brand’s reputation as a strong financial model designed in students’ interest, 
strengthening each institution’s own reputation in the process.  

See “Certification Process” in the College 2.0 Implementation Plan for more 
information. 
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College 2.0 Certification sets reputable standards for the financial health of an 
institution to ensure that it can continue to provide a quality education to 
students well into the future. If an institution receives Certified status, 
prospective students can enroll with confidence, knowing that the institution 
operates in students’ best interests. In the case that an institution is deemed 
Not Certified, it can work with FICS America to correct any problematic 
policies and regain Certified Status. 
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A slower, incremental transition minimizes capital costs while reducing the friction 
associated with other organizational changes. For every participating student enrolling 
at a College 2.0 institution, the cost to educate must be covered up-front, along with any 
add-ons. Years then pass before the institution sees a return from those participants’ 
contributions, building the capital fund to grow the participant base. 

A full-scale transition, in which all incoming students participate in College 2.0 at once, 
requires a lump-sum capital investment that few institutions can be reasonably expected 
to provide. Depending on the capital source the liquidity of the institution’s investments, 
a slow transition may be a necessity simply from a financial standpoint. It is not realistic 
to expect an institution to divert a significant portion investment funds all at once, nor 
may it be a wise strategy to abandon the modest returns from leaving funds invested for 
as long as possible. Furthermore, the transition of services and administration to handle 
the rapid scaling of the program may not feasibly keep up. 

For this reason, FICS America generally recommends that institutions scale the 
transition with a relatively small cohort of incoming students to start, less than 30% of 
freshman, and growing that cohort with each subsequent incoming class until the 
entirety of students participate. 

The precise pace of the transition is determined between what the College 2.0 Algorithm 
deems possible and the exploratory committee’s preference. Given the variety of capital 
options and their multitudinous combinations, the financial circumstances ultimately 
have a powerful say in the transition rate. 
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Once an institution has gained its initial Certified status, transition begins by 
moving a small portion of incoming first-year students onto the College 2.0 
plan. These students attend the institution with no up-front costs and, upon 
graduating and entering a career, contribute a percentage of their income for 
a set period of time. The funds collected from contributing alumni are then 
used to support additional participating students. Each year, a greater 
percentage of incoming first-year students attend on the College 2.0 plan 
until the transition has completed and all incoming students have no up-
front financial obligations. 
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Limiting risk extends beyond College 2.0’s requirement that an institution’s entire 
student body participates. Enrolling initial cohorts of participants across a diverse and 
equally representative population of academic majors ensures that, if certain career 
fields experience declines in earnings or job availability, the institution’s revenue will not 
be significantly impacted due to a disproportionate number of participants working in 
any one field. 

Even with the model’s benefits, prospective students may feel hesitant to be the first to 
participate in College 2.0. For the initial transitioning institutions, the uncertainty of such 
a new financial experience could lead at least some students to not opt in. Institutions 
can counteract a potential adverse selection problem is by offering additional incentives 
to students willing to participate, like marking College 2.0 opt-in as a positive in 
admissions decisions. Much like they do when meeting enrollment goals for certain 
majors, institutions can regulate the number of participating College 2.0 students 
according to its capacity to support them. 

What cannot be entirely avoided is students changing their majors after enrolling. 
However, initial participant cohort selection can mitigate the impact of changing majors 
by anticipating which majors tend to be exchanged for others, informed by the 
institution’s prior data. If 25% of engineering students generally change majors by the 
time they graduate, the cohort selection can factor that in advance, maximizing the odds 
of a representative graduating cohort. 
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The initial cohorts of participating College 2.0 students must be selected from 
a cross-section of academic study in order to provide a diverse and 
representational outcome of contributions with minimal risk. During 
transition, admissions applications include a field in which students can 
indicate whether they are willing to participate in College 2.0. Institutions 
may then select its participating cohorts from willing applicants and include 
College 2.0 participation on admissions decisions. 
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Changing the contribution percentage and/or duration carries the magnitude of nearly 
redesigning an institution’s entire College 2.0 Model. Because the College 2.0 Algorithm 
so precisely measures the many aspects of the Plan on the contribution percentage and 
duration, any changes to alumnumbers opens the door to significant ramifications for an 
institution’s financial health and student experiences if not thoroughly studied 
beforehand. These potential consequences are the reason rate changes trigger a 
Certification Review. The Certification Review tests the institution’s proposed changes 
against its existing financial structure and projected data to ensure that the changes are 
indeed safe to make. 

The process for changing rates will follow the institution’s own governance structure, but 
FICS America recommends extensive documentation of the justification for proposed 
changes. Fluctuations in enrollment, costs, outside funding, are some of the reasons an 
institution would consider a rate change, but altering rates isn’t the only option for 
addressing cash flow. As described in the cost section of this document, College 2.0 
alumnumbers are highly competitive between institutions and even the slightest of 
changes can impact competitiveness. (See Part 11) Furthermore, College 2.0’s clear 
“pricing” means increased rates may have a more substantial affect on demand than 
traditional tuition increases. The impact on demand almost assuredly precedes the 
eventual revenue change, so institutions will need to balance their short-term positions 
with their long-term interests. Changing rates is not impossible, and they will occur from 
time to time, but they must always be accompanied by caution. 

The delay in revenue, by design, extends ever further due to its applicability to new 
students. Students lock in their base contribution and percentage once they enroll, 
eliminating the unpredictable financial commitments current students face when their 
traditional tuition is increased. Therefore, any changes and institution would like to make 
(once Certified) can only go into effect for the next incoming class of students.  
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If at any point an institution would like to change its base percentage 
contribution rate and/or duration, a Certification Review is automatically 
triggered. In order to go into effect for the next incoming class, changes must 
be approved and in place prior to the start of the incoming student 
application period. Otherwise, the new rate and duration go into effect for 
the following year’s incoming class of students. 
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Process for Students 

One of the most important factors to students when choosing a college is finance. 
Respondents to a recent survey reported that the reasons for going to college are 
overwhelming based on future employment and making more money.  Today, students 327

compare traditional colleges with just sticker prices and vague promises of “robust 
financial aid.” Those financial aid awards do not always coincide with the point in time 
when students have to make decisions about their college of choice or when they have 
to enroll, but that information can be critical to a student’s future.328

When planning our solution for higher education, FICS America decided that if students 
are going to pay for their college education, College 2.0 should be the ideal experience 
for doing so. As current students and recent graduates, the FICS America team 
designed the student experience in College 2.0 with the least amount of friction and 
guesswork possible. This starts with the college decision-making process. 

With College 2.0, students can compare advertised alumnumbers and other important 
financial information all in one place. (See Part 10 for information) The College 2.0 
Compare website will be administered by FICS America and will display information for 
all Certified College 2.0 institutions, which report their rates and any updates on a 
regular basis. A one-stop shop approach also facilitates direct competition between 
institutions, with all financial obligations clear, comparable, and relevant to each student. 
Prospective students will even be able to add up any add-ons that they might need, like 
room and board or transportation, so they can know what their complete income 
contribution percentage would be before making a decision. (See Part 11 for price 
competition) 

 Fishman, R., & New America. (2015). Deciding to Go to College: 2015 College Decisions Survey Part 327

1. Retrieved from http://dev-edcentral.pantheonsite.io/wp-content/uploads/2015/05/FINAL-College-
Decisions-Survey-528.pdf 

 Pingel, S., Sponsler, B. A., & Education Commission of the States. (2015). Redesigning State 328

Financial Aid: Principles to guide state aid policymaking. Retrieved from http://files.eric.ed.gov/fulltext/
ED556236.pdf 
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Prospective students may compare institutions by visiting the College 2.0 
Compare website, a one-stop shop that publishes each College 2.0 institution’s 
financial obligation information—base percentage contribution rate, duration, 
average graduate income, graduation rate, employment rate, and all available 
percentage modifiers. 
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The FAFSA is the federal government’s means of assessing student financial need and 
calculating aid allocation, but too often it gets in the way of its otherwise well-intentioned 
mission. Families have reported redundant questions, detailed and difficult-to-access 
tax information questions, and convoluted forms stand in the way of low-income 
students and their families’ completion of the FAFSA, creating a barrier to access and 
aid.  In addition, a lack of information regarding just how much a student will receive in 329

aid at crucial points in the college application process make the decision all the more 
difficult.  The many students who under-file or file at the wrong time can also see their 330

aid negatively impacted.  Even general misinformation and a lack of communication 331

on behalf of the government to students has led them to either not know how to 
complete the form or think they were ineligible for aid.  And all of this doesn’t even 332

include miscalculations of student EFC and the unmet need that results. (See Part 3) 

Because College 2.0 schools automatically cover all up-front costs, leaving no unmet 
need, applicants to College 2.0 schools simply have no need to complete the form. 
Contributions are calculated not from family income, but from the student’s earnings 
after college. Any family financial data collected is done so via the institution’s 
application for enrollment. Additionally, College 2.0 schools’ will continue to provide 

 Bettinger, E. P., Long, B. T., Oreopoulos, P., Sanbonmatsu, L., & National Bureau of Economic 329

Research. (2009). The Role of Simplification and Information in College Decisions: Results from the H&R 
Block FAFSA Experiment. Retrieved from http://www.postsecondaryresearch.org/i/a/document/
11801_fafsapaper.pdf 

 Bergeron, D., Flores, A., & Center for American Progress. (2015). Improving College Access and 330

Degree Attainment Through an Early Guarantee of Federal Financial Aid. Retrieved from https://
cdn.americanprogress.org/wp-content/uploads/2015/05/FederalAidApplication-report.pdf 

 Cannon, R., Goldrick-Rab, S., & Wisconsin Hope Lab. (2016). Too Late? Too Little: The Timing of 331

Financial Aid Applications. Retrieved from http://wihopelab.com/publications/Timing-Financial-Aid-
Applications.pdf 

 Kantrowitz, M. (2011). Reasons Why Students Do Not File the FAFSA. Retrieved from http://332

www.finaid.org/educators/20110118nofafsareasons.pdf 
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College 2.0 institutions do not require students to complete the FAFSA. 
During the new student application process for a College 2.0 institution, 
prospective students share basic family income information for data and 
research purposes. 
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other federal support programs that don’t rely on the FAFSA for disbursement, including 
the TRiO programs.  333

However, it is important to note that students applying to both College 2.0 and traditional 
schools, especially early on, will need to complete the FAFSA. In the event a student is 
not accepted by the College 2.0 schools of choice, the student will need to apply for aid 
at the traditional colleges that still make use of the federal financial aid system. 

FICS America’s forthcoming College 1.5 Plan will address the use of federal financial 
aid in a new, need-based program. 

With the removal of the FAFSA as a step in the enrollment process comes the question 
of how to gather financial information. Policy experts have long lamented the lack of 
access to thorough data on higher education issues. Current data sets are 
decentralized and incomplete, and an overarching federal “Student Unit Record Data 
System” is currently banned.  The current option is the Integrated Postsecondary 334

Education Data System that fails to account for many students, including part-time and 
transfer students, among many other shortfalls. 

College 2.0 seeks to remedy the lack of quality data by outlining a platform of data 
management that allows administrators, policy experts, government officials, journalists, 
and parents to get a better understanding of student and institutional needs. All 
participating College 2.0 schools will make certain data points publicly available and 
current through the College 2.0 Consortium, contributing to the existing data gathering 
platforms and accommodating any future data innovations.  The College 2.0 335

Consortium will determine precisely which data is gathered and shared. This way, 
institutions circumvent the current political restrictions on data while broadening the 
scope of knowledge. 

Supplementing the financial information gathered by institutions at the time students 
apply, College 2.0’s post-graduation contribution system provides a unique opportunity 
to learn about student outcomes once they leave the institution. (See Part 49) 
Participants send their institution a regular income information update that captures 
basic information about their employment. The core purpose of these updates is to 
maintain the smooth functioning of the College 2.0 Algorithm by informing institutions of 

 Office of Postsecondary Education, & U.S. Department of Education. (2016). Office of Postsecondary 333

Education - Programs. Retrieved September 21, 2016, from https://www2.ed.gov/about/offices/list/ope/
programs.html 

 McCann, C., Laitinen, A., & New America. (2014). College Blackout: How the Higher Education Lobby 334

fought to Keep Students in the Dark. Retrieved from https://na-production.s3.amazonaws.com/
documents/college-blackout.pdf 

 Rorison, J., Voight, M., & IHEP. (2015). Weighing the Options for Improving the National 335

Postsecondary Data Infrastructure. Retrieved from http://www.ihep.org/sites/default/files/uploads/docs/
pubs/weighing_the_options_for_improving_the_national_postsecondary_data_infrastructure_-
_september_2015.pdf 
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participants’ earning information without relying on the politically-resistant IRS sharing of 
data. With thorough information on both pre- and post-college, from students’ family 
income levels to financial success after graduating, America will finally get a complete 
picture of the state of higher education and ways to continue improving it. 

Data is helpful not just between institutions, but within them as well. With more complete 
information, college leaders will be able to make more informed decisions for their 
institutions and provide a better experience for students.  As time goes on, the data 336

gathered can track trends and behavior to determine the degree to which certain 
supports, interventions, programs, or strategies succeed. 

The rise in computing and corresponding capacity to gather data has understandably 
led to confusion and concern over its privacy implications.  Even with a financial 337

model that depends on earnings, College 2.0 participants have a right to maintain their 
privacy. FICS America feels a deep commitment to privacy and has incorporated that 
cause into its handling of information. All data is anonymized and used only in 
aggregate, in accordance with all student privacy laws. Upon enrollment, students sign 
an agreement that their aggregate and anonymized data may be used for limited 
purposes crucial to the College 2.0 Model and the College 2.0 Algorithm. 

Although College 2.0 students are not required to complete the FAFSA, the core 
collection component requires IRS wage-withholding. Meeting federal financial aid 
qualification requirements ensures that IRS contribution collection will work properly 
once the participating student has left school. While some current international students 
are accommodated under federal tax law while they study in the US, tracking and 

 Rorison, J., Voight, M., & IHEP. (2016). Leading with Data: How Senior Institution and System Leaders 336

Use Data. Retrieved from http://www.ihep.org/sites/default/files/uploads/postsecdata/docs/resources/
ihep_leading_with_data_-_final.pdf 

 Federal Trade Commission. (2016). Big Data: A Tool for Inclusion or Exclusion? Retrieved from https://337

www.ftc.gov/system/files/documents/reports/big-data-tool-inclusion-or-exclusion-understanding-issues/
160106big-data-rpt.pdf 
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Students who meet the eligibility requirements required for federal financial 
aid automatically qualify for College 2.0 and its post-college IRS SendSafe 
collections. Institutions and states make specific accommodations for students 
who do not meet this criteria, including international students and 
“dreamers.” 
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ensuring their contributions should they live and work abroad lies beyond the scope of 
the IRS’ authority.338

FICS America set out to make college permanently affordable and accessible for all, 
with particular emphasis on all. International and undocumented students face hurdles 
to participating in College 2.0 due to the current tax collection system and tapestry of 
state student immigration laws. The student visa programs for study at College 2.0 
schools remain unchanged by the Model, but the student financial obligations require 
special attention. 

The inability to fully collect contributions from international students working abroad, and 
the varying levels of international student coverage and applicable laws across states, 
make it difficult for FICS America to design a single, sweeping solution for all College 
2.0 institutions. Short of wholesale immigration reform, and in lieu of upending the 
sovereignty of foreign nations by imposing the full force of US tax law for the withholding 
international earnings, FICS America offers recommendations for alternatives. 

Institutions and states should craft programs for international and undocumented 
student “dreamers” that allow them to take advantage of the College 2.0 Model and 
avoid having to charge these students a traditional tuition price. Many states have set a 
precedent for passing laws pertaining to the in-state tuition eligibility and financial aid 
access for “dreamers,” and so similar laws may be required to extend that coverage to 
College 2.0 institutions.  Another option is to build on existing legislation and craft a 339

contract in which the participant agrees to independently and regularly share income 
information with the institution and receive bills for their contribution obligations, even if 
they live and work in another country. While not the ideal College 2.0 experience, 
institutions may piece together the right program for their students given their state 
laws, or lack thereof. 

This section may be updated with any relevant changes to federal immigration law. 

 Internal Revenue Service. (n.d.). Scholarships and Fellowship Grants Subject to Chapter 3 338

Withholding (Income Code 16). Publication 515, Withholding of Tax on Nonresident Aliens and Foreign 
Entities. Retrieved from https://www.irs.gov/publications/p515/
ar02.html#en_US_2016_publink1000224951 

 Migration Policy Institute, & National Center on Immigrant Integration Policy. (2015). State Policies on 339

College Enrollment, In-State Tuition, and Financial Aid for Unauthorized Immigrants, Top 15 States of 
Residence of DACA-Eligible Youth. Retrieved from http://www.migrationpolicy.org/sites/default/files/PSE-
policies-chart_Top15-DACA-States-FINAL.pdf 
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Today’s students are subject to unforeseen college expenses, even after they’ve been 
enrolled at an institution for years. The tuition price set at the time traditional students 
enter the institution can go up later without warning or prior knowledge, rendering the 
financial decisions made when comparing colleges largely moot. 

College 2.0 eliminates the possibility of future bait-and-switch price increases with the 
incoming student agreement. Upon enrolling at an institution, students sign a contract 
that protects them from unexpected changes to financial obligation. Once signed, that 
student’s base alumnumbers are set, and any modifications may only come in the form 
of add-ons for room and board or other options or decreases through incentives. (See 
Incentives and Modifiers to Contribution Percentage Section) The agreement also 
covers the contribution process and terms for different outcomes, should the student 
withdraw, transfer, or complete before or after four years. 

Student Agreement includes: 
• base contribution percentage and duration 
• base rates cannot be changed 
• add-on rates 
• no up-front costs 
• terms for withdrawal, transfer, or early/late completion -percentage modifications 
• agreement to contribute earnings for set time, even abroad -agreement to complete 

taxes according to guidelines 
• data sharing before and after 
• IRS opt-in 

On State College 2.0, the only time alumnumbers can be changed after the agreement 
is if the state pulls its funding and the institution transitions from State College 2.0 to 
College 2.0, in which case those students who had their base contribution percentages 
covered revert to their original alumnumbers. 

For more on the process of changing rates, see Parts 26, 44.  

Copyright © 2019 FICS, Inc. “College 2.0” is a registered trademark of FICS, Inc. All rights reserved.
FICS America is fiscally sponsored by OneOC, a 501(c)3 nonprofit accelerator.

48 
Upon acceptance to a College 2.0 institution, students sign an enrollment 
agreement that clearly states the institution’s base percentage contribution 
rate, available incentives, and the total contribution duration. A College 2.0 
institution cannot increase the base contribution rate or duration originally 
agreed upon for that individual’s total contribution period, thus protecting 
students from unforeseen financial obligations. Increases in base contribution 
percentage can only be applied to incoming classes of students. 
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Participant Contributions 

Regular updates on College 2.0 participants’ income are a central component to the 
smooth functioning of the College 2.0 model. Institutions use data on participants’ 
earnings to project revenues in the College 2.0 Algorithm and plan accordingly. When 
the economy changes, earnings respond, allowing institutions to adapt so that current 
and future students will still receive the quality education they deserve. 

The IRS withholds contributions based on participants’ paychecks and adjusts 
automatically, avoiding the lag in updating contribution amounts that currently plague 
federal income-driven repayment options. (See Part 3) However, getting that data from 
the IRS to institutions runs into the problematic and politically contentious issue of the 
IRS sharing information. Participants sending income information directly to institutions 
is a necessary added step that avoids those potentially insurmountable hurdles. Such a 
structure also clarifies the responsibilities of College 2.0 stakeholders: institutions 
handle all of the information, the IRS focuses on collecting and distributing 
contributions. (See Part 31) 

FICS America designed College 2.0 with efficiency and user experience in mind, 
avoiding new responsibilities wherever possible. Despite our efforts to create alternate 
paths for participants’ earning data to get to institutions, income information updates 
prevailed as the best and only option for achieving practicality, political feasibility, 
security, efficiency, affordability, flexibility, and capability. Acknowledging the need for the 
added step, FICS America took care to impose the least possible inconvenience to 
participants. 
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Once students leave their College 2.0 institution, contributions are 
withdrawn directly from their paychecks. Participants are not billed for their 
contributions.  
 
Every twelve months on the fifth business day following Tax Day, and 
additionally within two months of a change of employment or nonhourly 
income (amounting to 10% or more), College 2.0 participants complete an 
income information update for their institution. Failure to do so triggers the 
removal of a built-in .5 percentage decrease rebate, assessed for every month 
the update is past due. Participants who attend more than one College 2.0 
institution must send income information updates to each. 
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The income information update deadline on the fifth business day following Tax Day 
coincides with participants’ tax return filings. By sharing a close deadline, participants 
will be able to take care of their financial information all at one time. 

Income information updates can be completed online through a page created and 
administered by the institution. Information on the update form includes employment 
and income details including career field, job title, employer, hourly/salary status, 
earnings, and any changes. Additionally, participants have transcripts of their tax returns 
sent to their institutions in conjunction with income information updates (Form 4506-T or 
Form 4506T-EZ).  All data is handled under the same strict privacy guidelines and 340

applicable laws. 

College 2.0 also requires participants to send income information updates within two 
months of a significant income change. This is done to maintain the accuracy of the 
College 2.0 Algorithm’s calculations throughout the year. When participants find new 
jobs, enter unemployment, or see atypical income changes, the institution’s revenue is 
subsequently impacted. The College 2.0 Plan specifically states that income updates 
are triggered by a change of 10% or more in nonhourly income, deliberately exempting 
hourly workers from potentially-excessive income update obligations. 

Annual updates are easily enforced by the College 2.0 advisors who account for each 
participant’s compliance at the deadline, but employment and income change updates 
are more difficult to cite. Institutions have no way of knowing when participants 
experience qualifying income changes as they happen, so the rebate removal is 
assessed retroactively against information on annual income updates and tax return 
transcripts that indicate a qualifying income change. 

Along with the income information update requirement comes a need for motivating 
participants to send them in on time. FICS America determined that the most effective 
way to achieve full collection of income information from participants is to provide a 
financial incentive. Participants who submit their income information updates on time 
see a .5 % reduction in their contribution percentage. When advertising alumnumbers to 
prospective students, institutions may display base contribution percentages with the 
income information update compliance “rebate” already factored in, but its existence 
must be clearly stated in the participating student agreement. Institutions will also 
assume full compliance when calculating financials, therefore avoiding any reliance on 
fluctuating contribution percentages from those who do not submit updates by the due 
date. 

The rebate is administered by the institution and coordinated by College 2.0 advisors, 
who also handle any disputes or questions from participants. The additional .5% is 
assessed monthly and reported to the IRS annually to be reconciled through tax returns.  

 Internal Revenue Service. (2017). Form 4506-T, Request for Transcript of Tax Return. Retrieved March 340

19, 2017, from https://www.irs.gov/uac/about-form-4506t 
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In 2010, less than 3 percent of families used 529 college savings plans.  Although 341

skyrocketing tuition prices have rendered 529 Savings Plans less reliable options for 
covering students’ education costs, some may still choose to use them to offset future 
education costs.  In those cases, College 2.0 participants can withdraw the funds from 342

their 529 accounts as reimbursement for their contributions, just as they would for 
traditional education costs. However, in order to make those withdrawals without 
penalty, they must be done after contributions have been made and documented 
through the IRS SendSafe program for confirmation. 

In recent years, more employers have created tuition assistance programs that provide 
coverage or reimbursement for employees’ pursuit of higher education.   Aside from 343 344

their publicity, studies have begun to indicate the benefits that such supports provide 

 Government Accountability Office. (2012). A Small Percentage of Families Save in 529 Accounts. 341

Retrieved from http://www.gao.gov/assets/660/650759.pdf 

 Steverman, B. (2014, September 9). Why 97% of People Don’t Use 529 College Savings Plans. 342

Bloomberg. Retrieved from https://www.bloomberg.com/news/articles/2014-09-09/why-97-of-people-don-
t-use-529-college-savings-plans 

 Baertlein, L. (2015, April 6). Starbucks expands college tuition benefit for workers. Reuters. Retrieved 343

from http://www.reuters.com/article/starbucks-benefits-idUSL2N0X31C020150406  

 Lobosco, K. (2016, November 1). Staples will give workers $3,600 to pay student loans. CNN Money. 344

Retrieved from http://money.cnn.com/2016/11/01/pf/college/staples-student-loan-repayment-plan/
index.html 
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50 
Students may withdraw Qualified Tuition Program (529 Plan) savings tax-
free as a reimbursement up to the amount they contribute from their income. 

51 
Employers may elect to cover the contribution percentages of their 
employees without modifying their employees’ pay. 
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employers, including competitive advantages in the labor market, reduced turnover, 
increased employee skill sets, and advancement potential.    345 346 347

College 2.0 allows employers to offer similar benefits by directly covering employees’ 
contribution percentages without having to “hack” a way to do so, like proportionately 
increasing their pay to essentially cover the percentage contribution. Furthermore, 
employers enjoy the tax benefits of making education payments and employees see an 
increase in their take-home pay. 

Employer-covered contributions can be made via updated tax documents from the 
creation of the College 2.0 SendSafe program of the IRS, through which employers 
send contributions as they do other withheld earnings.  

College 1.5
FICS America’s second policy blueprint is the College 1.5 Plan, which is currently in 
development. College 1.5 will address federal financial aid funding in context with 

College 2.0 and ways to best dedicate it to those in need.

 Lumina, Discover Financial Services, & Accenture. (2016). Talent Investments Pay Off: Discover 345

Financial Services Realizes Returns for Investments in Tuition Reimbursement. Retrieved from https://
www.luminafoundation.org/files/resources/discover-roi-executive-briefing.pdf 

 Lumina, Cigna, & Accenture. (2016). Talent Investments Pay Off: Cigna Realizes Return on 346

Investment from Tuition Benefits. Retrieved from https://www.luminafoundation.org/files/resources/talent-
investments-pay-off-cigna-full.pdf 

 Cappelli, P., & National Bureau of Economic Research. (2002). Why Do Employers Pay For College? 347

(NBER Working Paper No. 9225). Retrieved from http://www.nber.org/papers/w9225.pdf 
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To learn more about College 2.0 and FICS America,  
visit FICSAmerica.org 
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