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The Critical Role of Public Service Loan
Forgiveness

The Public Service Loan Forgiveness (PSLF) Program supports individuals in public service by canceling
remaining federal student loan balances after 10 years of on-time repayments. PSLF is a tool for recruiting
skilled individuals to work in high-need communities for public safety, health, education, and social services.
Rural and underserved populations especially need behavioral health providers, including psychologists, and
face challenges recruiting professionals.' PSLF allows individuals to pursue public service careers without
being overburdened by educational debt.

Debt impacts career choice, reducing the likelihood that
qualified professionals will pursue these critical fields.” PSLF's
loan cancellation offers public service workers greater financial
security, which is an incentive to enter these occupations and

to persist in them long-term. Between 2021 and 2024, Nearly half of PhD-level
psychologists rely on loans

program adjustments enabled over 1 million borrowers,
including many psychologists, to receive PSLF. Federal policies
must continue to build upon this work and ensure that PSLF
fulfills its commitment to borrowers and serves its intended
purpose as a tool to meet the growing needs of communities
across the nation.

or their own funds to pay
for graduate school.i

What is the role of psychology in public service?

Many psychologists are dedicated public servants working at the local, state, and federal government levels,
as well as public hospitals, clinics, community health centers, and public schools. These professionals serve
children, the elderly, and veterans, providing public safety, health, education, and social services. They are on
the frontlines in the fight against the opioid epidemic, working to prevent suicide, and addressing the youth
mental health crisis. Like other public workers enrolled in PSLF, psychologists rely on the program for long-
term financial stability, allowing them to remain in the public sector even after they meet PSLF eligibility.
Currently, health service psychologists graduate with an average debt load between $95,000 and $160,000.

The U.S. faces a serious shortage of behavioral health
providers, including psychologists, with every state

reporting mental health professional shortage areas." The psychology

: . . workforce is projected to
While most states require an advanced degree to provide only meet 55% of the T.S.
behavioral health services, federal support for graduate population’s needs by

education has steadily declined, even as demand for 20374
careers requiring a doctorate or professional degree
continues to grow rapidly.” The need for psychologists is
expected to grow faster than average from 2023-2033 with increased demand for services in schools,
hospitals, clinics, and social service agencies."i




Policy Recommendations

Remove unnecessary barriers to PSLF

» Ensure payments under all types of federal loans and all federal repayment plans count toward forgiveness,
including allowing borrowers to consolidate their loans without losing credit for payments made prior to
consolidation while they were working in public service jobs.

» Allow for an opt-out of the in-school deferment and six-month post-graduation grace period for graduate
degree holders if a borrower would like to start making PSLF-qualifying payments.

* Rather than limiting borrowers' options, eliminate the conflict between PSLF and other forgiveness programs,
such as National Health Service Corps, which psychologists and other health providers are so eligible for.

Clarify employment criteria

 Eliminate the provision requiring an otherwise eligible borrower to be employed in public service at the time
of cancellation.

» Explicitly state that “public health,” as part of the PSLF qualifying employment definition, includes health
service psychologists.

» Clarify that certain independent contractors who work full-time in public service jobs are eligible for PSLF.

Make common-sense adjustments to length of repayment period

* Provide flexibility in time to cancellation by either shortening the current 120 month repayment period or by
cancelling a percentage of a borrowers total balance after certain periods of qualifying employment and
repayment, with the remainder canceled at the end of the 120 month repayment period.

* Ensure borrowers are entitled to loan forgiveness if the total amount of their payments is equal to 120
monthly qualifying payments. This includes payments made in installments, payments “paid ahead” of the
amount due, and as appropriate, retroactive payments to catch up borrowers who have fallen behind.

Streamline application, appeals, & oversight processes

» Simplify the electronic application process, including for employer certification, and ensure delivery of clearer,
consistent, and transparent information to borrowers.

* Establish and maintain a straightforward appeals process that all borrowers can access upon application
rejection.

* Guarantee stronger oversight of entities servicing PSLF.

Codify provisions in the 2023 PSLF RegulationsViii

* Include in statute the definition of ‘full-time’ time employment, the expansion of employer eligibility, and the
ability for borrowers to buy-back months in their payment history as qualifying payments for PSLF.
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