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Introduction

In July 2025, the federal government passed H.R. 1, more commonly known as the One Big
Beautiful Bill Act.” The bill, which instituted changes across multiple federal agencies and
programs, included significant revisions to the Federal Direct Loan Program’s individual borrowing
limits.2 Set to take effect on July 1, 2026, these revisions will impact new borrowers who enroll in
programs beginning in Fall 2026.® Keeping in mind that in 2020,* more than 40 percent of graduate
students took out federal loans, it’s worth examining two major changes that will directly affect the
availability of student loans for graduate and professional students:®

e Placing annual and aggregate limits on graduate students’ borrowing under the Direct
Loan program.® Under H.R. 1, graduate students can borrow only up to $20,500 per year
and up to $100,000 in aggregate. Professional students can borrow only up to $50,000 per
year and up to $200,000 in aggregate.” Before H.R. 1, graduate and professional students
could borrow only up to $20,500 per year and $138,500 in aggregate.® While the new limit
under H.R. 1 is higher for professional students, the old limit permitted additional
borrowing through the Graduate PLUS Student Loan Program.®

e Eliminating the Graduate PLUS Student Loan Program. Previously, once graduate and
professional students exhausted their funding through the Direct Unsubsidized Stafford
Loan, they could use the Graduate PLUS loan to cover any remaining expenses up to the
cost of attendance.’ Under H.R. 1, the Graduate PLUS Student Loan Program will no longer
exist; once students reach the loan limit, they will have to seek alternative ways to finance
their education.

These changes will necessarily impact
students’ decisions about whether to enrollin
graduate school and how to pay forit. As a
result of the changes under H.R. 1, itis
predicted that an estimated $8 billion in federal
loans previously on the table will be
unavailable to graduate students." For
programs with high costs and high labor
demand, such as healthcare, the result could
be more pronounced healthcare worker
shortages in more communities nationwide.
Indeed, Washington’s data suggest many

Who counts as a graduate or professional
student?

As part of the negotiated rule-making around
H.R. 1, the federal government defined a
graduate student as “a student enrolled in a
program of study that is above the baccalaureate
level and awards a graduate credential (other
than a professional degree)” and a professional
student as “a student enrolled in a program of
study that awards a professional degree.”
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healthcare professionals borrow over the federal limit and will thus be directly impacted by the
changes.

Although it is hard to predict the specific impacts of H.R. 1’s changes, this report explores three
possible outcomes:

e Fewer people will pursue pathways that require graduate or professional degrees.

e Those who do enroll will either become more reliant on private loans or pay more out of
pocket.

e The upfront costs of alternative financing approaches could worsen basic needs insecurity.

This report will start with an overview on graduate student borrowing, and then examine the
potential impacts of H.R. 1’s changes on Washington’s healthcare sector. It closes with a
discussion of Washington’s efforts to continue growing and sustaining the healthcare workforce
despite changes in federal policy.

Three Trends in Graduate Student Borrowing

In the last 20 years, the landscape of graduate student borrowing has changed drastically,
especially in terms of how much is borrowed, where funding comes from, and what the expected
payoff is.

e Average loan amounts among graduate students have increased steadily since 2008.
Between 2008 and 2016, the average amount of federal loans borrowed by graduate
students jumped from $41,805 to $61,390."% As of 2020, approximately 26 percent of all
graduate federal borrowers borrowed more than the new H.R. 1 loan limits will allow, with
the majority of those enrolled in master’s (51 percent) or professional (34 percent) degree
programs.'

e Graduate student borrowers became more reliant on Graduate PLUS loans and less
reliant on private loans. In 2005, before the Graduate PLUS Student Loan Program was
created, graduate students borrowed $5.3 billion from the private loan market.' By 2024,
this amount had dropped by nearly 75 percent, to just under $1.4 billion.’® At the same
time, the total amount borrowed through the Graduate PLUS Student Loan Program rose
from $218.9 million during the 2006-07 academic year to $13.27 billion in the 2022-23
academic year."®

e While average borrowing has trended upward, graduate student earnings premiums
have remained stagnant. In 2005, individuals with master’s degrees earned 60 percent
more than high school graduates, but by 2020, that figure had dropped to 55 percent."’
Moreover, the earnings premium for doctoral/professional degrees is trending downwards.

Washington Healthcare Professionals

Leveraging loan data collected as part of the Washington Health Corps (WHC), this section offers a
glimpse into graduate and professional borrowing among Washington’s healthcare professionals.®
Administered by the Washington Student Achievement Council (WSAC), the WHC is one of many
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state aid programs that provides financial assistance to students pursuing a career in healthcare
as well as to current healthcare providers.

Although the program can provide funding only to fewer than 200 individuals each year, the rapid
growth in the number of applicants suggests significant demand for financial assistance with
student loans. In 2020, approximately 380 individuals applied for the WHC program, and in 2025
that number skyrocketed to more than 700."°

Examining the data provided in these applications affords an opportunity to better understand
borrowing trends among Washington’s healthcare professionals.

e Healthcare providers who earn a degree through a graduate program accumulate more
than $100,000 in student loans (Figure 1).

e Healthcare providers who earn a degree in a professional program accumulate
approximately $200,000 in student loans (Figure 1).

e In 2023, over 30 percent of graduate and professional WHC applicants reported federal
loan balances above the new H.R. 1 loan limits (Figure 2).%°

Figure 1. Average total loans for all WHC applicants from 2020-2025
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Source: WHC application data from 2020 through 2025.

Note: These averages include both the federal and commercial (or private) loans that students took out to finance their education.

Page 3 of 9



Research Report

Figure 2. Percentage of graduate and professional WHC applicants over the H.R. 1 aggregate loan
limit2!
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Source: WHC application data from 2020 through 2023.

Three ways H.R. 1 may impact Washington’s healthcare sector

Washington already faces a healthcare shortage: each one of Washington’s 39 counties has at
least one health professional shortage area (HPSA) in primary care, dental health, and/or mental
health.? The high costs of healthcare degree programs, combined with the existing shortage,
suggest that new, lower loan limits could impact the state’s healthcare professional pipeline.
Previous trends and research provide insight into three possible outcomes.

Fewer people will pursue pathways that require graduate or professional degrees

The number of graduate and professional degrees conferred has increased since 2007, when the
Graduate PLUS Student Loan Program was first introduced.?® Ending the Graduate PLUS Student
Loan Program and lowering the borrowing limit for Direct Loans could therefore have the reverse
effect: People who had planned to pursue a graduate degree may forego doing so if they are unable
to cover the cost of their education.?

As evidenced in Figure 2, over 30 percent of WHC applicants borrowed an amount greater than the
new H.R. 1 graduate student loan limits would allow. Some of these individuals likely would have
opted out of enrolling in graduate or professional school had the H.R. 1 borrowing limits been in
effect. For each opt out, the consequence would be one fewer healthcare professionalin a
community with documented shortages, thus exacerbating the statewide healthcare professional
shortage.

Those who do enroll may become more reliant on private loans or pay more out of pocket
Students migrated from private loans to federal loans when the Graduate PLUS Student Loan
Program was created.? It is possible that, with fewer federal loans available, this trend will now
reverse.? Based on data from the WHC, a reversal could mean the average graduate student takes
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out more than $50,000 in private loans, and the average professional student more than $125,000.
Private loans can be beneficial to help fill gaps left when federal funding is not available, but there
are negative implications for short-term costs and long-term repayment. In the short term,
payments on private loans typically begin immediately after borrowing. In the long term, private
loans typically have higher and more variable interest rates, and they are often not eligible for
income-based repayment plans or other protections and supports that federal student loans
offer.?” As a result, loans could become more expensive in the long run and have longer repayment
periods with higher monthly payments. To be sure, a 2024 report revealed that some private loan
borrowers are required to make payments that amount to over 40 percent of their total monthly
income, and others had routinely made payments for years without reducing the principal of their
loan.%

Alternatively, students may still enroll but find a way to pay out of pocket, which could result in
lower completion rates in the long term.* Paying out of pocket would reduce debt burdens, but it
may also lead to additional financial stress while enrolled, and financial stress is shown to impact
retention in programs.*® One report revealed that 56 percent of adults who either dropped out or
never enrolled said cost is a “very important” reason driving their lack of enrollment, and 31
percent of adults currently enrolled considered dropping out because of costs.*’

The upfront costs of alternative financing approaches could worsen basic needs insecurity
If students’ monthly costs increase, either because they take out private loans or attempt to pay
out of pocket, then the prevalence of basic needs insecurity may increase.*? According to a WSAC-
administered survey on basic needs:

e 17 percent of healthcare professionals said that in the last 30 days they could not afford to
eat balanced meals (Figure 3).

e 25 percent had arent or mortgage increase that made it difficult to pay within the past 12
months.

e 21 percent experienced issues accessing primary care for themselves in the past 12
months.

Because unmet basic needs are linked with lower completion rates, more students experiencing
basic needs insecurity could result in fewer students completing health programs and therefore
fewer healthcare professionals entering the workforce.*
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Figure 3. Measures of food insecurity among healthcare professionals receiving financial aid
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Source: WSAC adult basic needs survey administered in December 2025.

How Washington programs can mitigate the impacts of H.R. 1’s

graduate student loan borrowing limits on the healthcare sector

H.R. 1 loan limits might or might not lead to the negative impacts outlined above. Either way,
Washington is well-positioned to stave off negative consequences through the strategic investment
in, and the expansion of, state programs designed to increase the number of healthcare
professionals operating within the state.

The Rural Health Transformation Program can support efforts to recruit, train, and retain
Should H.R. 1’s federal loan limits lead to decreases in the number of people pursuing a career in
healthcare, Washington has a program and funding to help counteract the effect. Authorized under
H.R. 1, the Rural Health Transformation Program provides funds to help states improve healthcare
access in rural communities.® Washington received $181 million through the program, and funds
will be used to support efforts to recruit, train, and retain healthcare workers in rural areas.®

WHC loan repayment programs can help lower debt burdens of healthcare professionals
The WHC program aims to alleviate the debt burdens that healthcare professionals face when it
comes time to repay their loans. Whether the loans are federal, commercial/private, or both, this
program provides quarterly funding (up to $75,000 total) for recipients to use toward lowering loan
balances.

To receive this funding, an individual must work as an eligible provider type at an eligible site and
must agree to complete a service obligation ranging from two to five years, depending on the
funding amount and their employment status. Through an internal evaluation of this program,
WSAC learned that the average participant’s total loan amount decreased by more than $60,000
between their initial enrollment in the program and completion of their service obligation. Funding
recipients shared that the funding reduced the stress they feel about paying off loans. These
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preliminary quantitative and qualitative findings demonstrate the positive impact this program has
on reducing the debt burden associated with student loans.

The Behavioral Health Conditional Scholarship can keep students in healthcare pathways
The Behavioral Health Conditional Scholarship (BHCS) program provides undergraduates pursuing
an eligible behavioral health program with up to $41,000 in financial support in exchange for a
three-year service commitment at an approved site after graduation.®® The program is intended to
reduce students’ reliance on loans and lower debt upon completion.

The BHCS can support only approximately 30 students each year, so its reach is limited. That said,
its availability could directly counteract all three potential negative outcomes highlighted in this
report. Participating students can still enroll without turning to the private loan market or out of
pocket costs, which minimizes the potential for increased financial hardship while in school.

Conclusion

There is no doubt that loan limits set under H.R. 1 will change how graduate and professional
students finance their education. The new loan limits are likely to have a more pronounced effect
for students in higher-cost graduate and professional programs, like healthcare. Evidence from
studies of student loan borrowing suggests that H.R. 1’s changes may lead to fewer people
pursuing graduate degrees, higher costs (either through private loans or increased upfront costs)
for people who do enroll, and enrolled students experiencing more unmet basic needs.

As loan limits reshape access to graduate and professional education in unpredictable ways,
Washington is working to sustain training pathways and mitigate financial barriers. Over time, the
state should continue to examine how the loan limits change borrowing habits, how those changes
impact graduate degree attainment and the Washington workforce, and what steps the state can
take to help minimize any negative consequences of the loan limits.
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