
News from NASFAA 

Study Finds No Evidence that Workforce-Contingent Aid 
Programs Are Effective 
Student loan forgiveness and repayment programs that provide money for college in 
exchange for a commitment to work in occupations or regions that have difficulty attracting 
employees "are increasingly popular politically," but a new American Institutes for Research 
(AIR) report found that "the jury is still out on their effectiveness."  

"Despite their worthy goals, virtually no reliable data exist to show the programs actually 
work," a news release on the report contends.  

Workforce Contingent Financial Aid: How States Link Financial Aid to Employment, 
released this month and funded by Lumina Foundation, is a state-by-state study of these 
programs. The authors identified 161 different programs in 43 states, and 100 programs 
reported participation data for 2001-2002.  

"Very little is known about the effects of workforce-contingent financial aid programs on 
recipients' career plans and activities," Jerry S. Davis, Lumina's vice president for research, 
wrote in the report's foreword.  

Only about 50 programs studied for the report were able to provide data about how many 
students fulfilled their work commitment. Findings include:  

� Three-quarters of the programs examined provide financial aid in the form of loan 
forgiveness to students while they are still enrolled in school in exchange for a future 
work commitment. The other one-quarter are repayment programs, which repay 
existing after-college debt in exchange for specified work.  

� Most frequently, workforce-contingent financial aid (WCFA) programs address 
teaching, nursing, and medical shortages. Thirty-five states (81% of all 50 states that 
were able to provide work-fulfillment data) supported at least one teaching program, 
either in-school or on-the-job. Nursing followed: 19 of the 50 states had at least one 
in-school or on-the-job nursing program.  

� Almost half of the programs that reported participation data took academic merit--but 
not financial need--into account, 20% considered both criteria, 20% took only financial 
need into account, and the remaining 12 programs did not have explicit financial or 
academic requirements.  

� On-the-job programs are increasing more rapidly than in-school programs, more than 
doubling between 1998 and 2002.  

� On-the-job programs have certain advantages over in-school programs: they are lower 
risk, as even those who drop out have provided some service. Recipients need only to 
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be monitored while working, not both as students and employees. Individuals make 
work decisions after completing a major and are not asked to choose a major and a 
future career prematurely to receive financial assistance.  

WCFA programs are increasingly popular, politically. The House of Representatives 
approved on July 9, 2003 the Teacher Recruitment and Retention Act of 2003 (H.R. 438). 
The legislation increases from $5,000 to $17,500 the maximum amount of student loan 
forgiveness available to "highly qualified" teachers in math, science, and special education 
who commit to teaching in needy schools for five years.  

"Legislators seem to like these programs because it's assumed they tackle two economic 
problems simultaneously," said Rita Kirshstein, the report's lead author and a managing 
director at AIR. "We need far more research to discover whether the programs actually do 
what they appear to do."  

Andrea Berger, a senior researcher at AIR and a co-author of the report, concluded that "No 
reliable evidence exists that these increasingly popular forms of student financial assistance 
actually address the problems that make them so appealing."  

This study concluded with these questions to be addressed to determine whether WCFA 
programs should continue to proliferate:  

� Do students who are asked early in their education to declare majors and work intent 
remain in their initial major and field?  

� Are WCFA programs attracting individuals who otherwise may not have entered that 
occupation or specialty?  

� Are WCFA programs attracting the “best and brightest” individuals to the occupational 
areas supported?  

� What are the implications of limiting participation to state residents?  
� Are WCFA programs excluding individuals?  
� What are the administrative costs associated with WCFA programs?  
� How effective are WCFA programs relative to other types of financial aid? 

By Elizabeth B. Guerard  
NASFAA Assistant Director of Communications  

Posted February 27, 2004 on www.NASFAA.org, the Web Site of the 
National Association of Student Financial Aid Administrators (NASFAA). 
Copyright 2004. Redistribution to non-NASFAA institutions is prohibited 
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Foreword

Since the 1970s and the passage of the federal State Student Incentive Grant program, all state 
governments have funded student financial aid programs.  Historically, states have generally funded
aid programs to enhance student financial access to postsecondary education, improve student 
ability to choose among institutions of widely different prices, and increase student graduation rates.
However, since the 1980s, states have greatly expanded the goals for funding student aid programs.
Many programs now reward students for academic excellence so that they will better prepare for 
college and graduate sooner, to equalize net prices after aid so that students can better afford to
attend private colleges, and to encourage students to prepare for and participate in certain 
labor-force activities after finishing their studies. These last programs, called workforce-contingent
financial aid programs, are growing rapidly, even though the number of students they serve is small
relative to other aid programs.

Much is known about the effects of state grant programs on student access to and success in 
postsecondary education.  Policy analysts and researchers have learned a great deal about how aid
programs influence student attendance and achievement.  But very little is known about the effects
of workforce-contingent financial aid programs on recipients’ career plans and activities.  Moreover,
until Dr. Kirshstein and her associates at the American Institutes for Research conducted the survey
whose findings are reported on the following pages, no one knew how many states had workforce-
contingent aid programs, how much states invested in them, whom the programs served, and what
goals they intended to achieve.  

State financial resources are limited, and the demands on those resources are growing.  Many states
face acute shortages of teachers, health service workers, and technical workers.  So it is important to
know whether workforce-contingent financial aid programs are efficient and effective. Is funding
such programs an economical way to address workforce needs?  Can the programs reduce workforce 
shortages?  Do the programs help meet the traditional goals of student aid programs?

The results of this research represent very good first steps toward a better understanding of the 
overall efficacy of the workforce-contingent aid programs.  Because Lumina Foundation for Education
believes that published research has immediate and long-term beneficial effects on public policy, we
are pleased to have supported this research project and publication.  We hope that making these
results widely available will lead to greater interest in the programs, how they work, and how they
might be improved.

Jerry S. Davis

Vice President for Research
Lumina Foundation for Education   
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Executive Summary

A rapidly growing phenomenon, workforce-contingent financial aid (WCFA) programs assist individ-
uals with their education expenses in exchange for work in either specified fields or specified
locations. In 2001–2002, 43 states supported programs that either (1) provided financial aid to stu-
dents while they were enrolled in school in exchange for a future workforce commitment or (2) repaid
an existing educational debt in exchange for specified work. Commonly referred to as loan forgive-
ness and loan repayment programs, respectively, this report introduces the terms “In-School WCFA”
and “On-the-Job WCFA.” In-School WCFA programs support students while in school and On-the-Job
WCFA programs attempt to attract workers by repaying existing student loans. The new terms reflect
the importance of the link between financial assistance and a work obligation. 

Through a survey of state financial aid administrators and information gleaned from state higher-
education Web sites, this study identified 161 different WCFA programs in 43 states. Three states —
Maryland, Mississippi, and Texas — had more than 10 programs each. Based on the 100 programs
that provided data, over 26,000 individuals received support from In-School or On-the-Job WCFA
programs in the 2001–2002 academic year. Teaching, nursing, and medicine were the most fre-
quently supported occupations. In-School programs accounted for about 75 percent of all
programs and supported approximately 90 percent of all identified participants. However, between
1998 and 2002, On-the-Job programs appeared to be increasing in number at a faster rate than
In-School programs.

Beyond the work requirement imbedded in both In-School and On-the-Job WCFA programs, other
aspects of these programs tended to vary widely. Some of this variation is highlighted below:

In-School WCFA Programs

• Residency. 90 percent required participants to be residents of the state.

• Selection criteria. States tended to use both academic merit and financial need to select par-
ticipants, but academic merit was a more common criterion. 

• Years supported. Most programs supported students for more than one year.

• Annual support. Most programs provided between $2,000 and $5,000 per year, but support
ranged between $500 and $25,000 per year.

• Number of recipients. The 76 programs that provided data supported about 24,000 students. 

• Workforce requirements. Beyond working in the funding state and in a specific field, the
most common stipulation was the type of employer. Most programs that supported teachers,
for example, required employment in a public school. Some programs also required working in
specific geographic or high-need areas. 
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• Amount of financial assistance forgiven. Most programs required recipients to work a set
amount of time for each period funded (e.g., a year of work for a year of funding). Some
required a set number of years regardless of the number of years of financial assistance and
others excused a percentage of the total funding amount for each year of work. 

• Failure to complete work obligation. Recipients who did not complete the required work 
typically had to repay the support they had received. Interest rates, the time at which pro-
grams started applying interest, and the length of time individuals had to make restitution
varied considerably. 

On-the-Job WCFA Programs

• Workforce Requirements. To have an existing educational loan repaid, recipients were
required to work but typically did not have to be state residents. 

• Continuation. Most programs required annual employment verification. 

• Length of support. Most programs granted loan repayment for up to 4 or 5 years. 

• Amount of loan repaid. Most programs repaid a set amount of educational loans for every
year of work. The amount ranged from $1,000 a year to $30,000 a year. 

Although this study did not intend to determine the effectiveness of WCFA programs, it did ask states
about evaluations they had conducted. Very few studies emerged that evaluated either the financial
aid or the workforce aspects of these programs. Further, very few studies exist at the national level. 

This study concluded with a number of questions that need to be addressed to determine whether
WCFA programs should continue to proliferate: 

• Do students who are asked early in their education to declare majors and work intent remain
in their initial major and field?

• Are WCFA programs attracting individuals who otherwise may not have entered that 
occupation or specialty? 

• Are WCFA programs attracting the “best and brightest” individuals to the occupational areas
supported?

• What are the implications of limiting participation to state residents?

• Are WCFA programs excluding individuals?

• What are the administrative costs associated with WCFA programs? 

• How effective are WCFA programs relative to other types of financial aid? 

Workforce Contingent Financial Aid
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WCFA programs may very well be effective in addressing the escalating price of college and/or 
workforce shortages. However, the growth of both In-School and On-the-Job WCFA programs can-
not be attributed to research. The following statement by a state legislator typifies the political 
expediency and appearances that drive the growth of these programs:

What could possibly be wrong with a program that provides
financial assistance for students to attend college while also
addressing state workforce shortages? 

Given the growing popularity of these programs, strong evaluations of both In-School and On-the Job
WCFA are needed to answer questions like this. 
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Introduction

What could possibly be wrong with a program that provides
financial assistance for students to attend college while also
addressing state workforce shortages?

This sentiment, expressed by a state legislator, testifies to the growing popularity of a type of finan-
cial aid program that ties assistance in paying for college or graduate school to a commitment to
work in specified jobs. Typically referred to as “loan forgiveness” or “loan repayment” programs, this
kind of financial assistance has proliferated in many states. In addition, there are a number of simi-
lar federal programs. The reason for the political popularity of these programs, especially in states, is 
relatively transparent: Legislators can take credit for tackling two economic problems simultaneously —
helping students and families meet the escalating prices of higher education and supplying workers in
needed occupations or geographic areas.

Despite the prevalence of these types of programs — 43 states either provided financial aid or repaid
existing loans in exchange for a work commitment in 2001-2002 — almost nothing is known about
them. Policy analysts and financial aid administrators have raised a number of questions about these
programs: Are they an effective and efficient way to provide financial assistance to students? Do they
attract students to work in shortage areas in which they would not have worked without the finan-
cial incentive? As this study demonstrates, very few states have examined the effectiveness of these
programs, although this lack of research has not stopped the proliferation of programs. While this
report does not address questions about the impact of all such programs, it takes a necessary first
step by examining the scope and characteristics of state-sponsored programs. 

Because all the programs of interest link financial assistance to some type of work, this report uses
the term “workforce-contingent financial aid” rather than the more common terms, “loan forgive-
ness” or “loan repayment.” After a brief overview of the history and origins of these programs, further
discussion of the definition of this term is presented, as well as a distinction between programs that
provide students with assistance while enrolled in school and those that repay existing loans upon
entry into a specified job. 

Origins of Workforce-Contingent Financial Aid Programs
A brief examination of workforce-contingent financial aid programs at the national and state levels
provides a context for understanding both their growth and their many forms. One of the first pro-
grams in the country appears to have been a state-based program. In 1940, Arkansas provided medical
scholarships to individuals willing to work as physicians in the state (Pathman et al., 2000). It was a
federal initiative, however, that really put these programs on the map. The National Defense Education
Act (NDEA) of 1958 aimed to improve scientific, mathematic, and language literacy by offering public
school principals and teachers a 10 percent reduction in their federal loans (Toch, 1983). 
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Other federal efforts emerged in the 1970s. The National Health Service Corps gave money to physi-
cians and other healthcare workers employed in shortage areas to help them repay student loans
(Burd, 1993). A variant of this program still exists today, providing loan forgiveness to physicians and
other medical workers willing to practice in areas that lack adequate medical care. AmeriCorps, the
Peace Corps, and Volunteers in Service to America all offer to forgive some portion of volunteers’
loans in exchange for service. The exact requirements for these three programs vary, however, and
assistance in repaying education loans is not automatically provided to all volunteers. The Army
National Guard also offers to repay up to $10,000 through its student loan repayment program. In
addition, there are a number of opportunities for lawyers who work in public interest jobs to have
some of their legal education expenses repaid. 

In 2003, the House of Representatives passed the Teacher Recruitment and Retention Act by a vote
of 417 to 7. This bill will provide up to $17,500 in loan forgiveness for some mathematics, reading,
science, or special education teachers who work in schools where at least 30 percent of the students
come from low-income families (Basinger, 2003). The National Institutes of Health has received fund-
ing to almost double the size of its loan repayment program, which provides participants up to
$70,000 for two years of clinical research work. In 2002, President Bush signed into law the Nurse
Reinvestment Act, which includes loan repayment funds for nurses who work as nursing faculty or in
facilities with a nursing shortage (Shoichet, 2002b). 

Organizations and associations also sponsor or advocate workforce-contingent financial aid pro-
grams. For example, the charitable arm of the California Dental Association is funding a loan
repayment program for dentists willing to work in rural, underserved areas (Castro, 2002). A top pri-
ority of the American Bar Association focuses on the enactment of legislation to repay the
educational loans of lawyers who enter public service (McMillion, 2002). 

At the state level, the economic downturn at the beginning of the 21st century has forced cutbacks
in states’ higher education funding (Selingo, 2002); nonetheless, many states are seeking to add or
expand workforce-contingent financial aid programs. Alaska, Connecticut, and Georgia are consider-
ing adding programs for teachers and nurses, and Wyoming is considering a program for nurses
(Arnone, Hebel, and Schmidt, 2003). These programs may be particularly appealing during an eco-
nomic downturn owing to their focus on meeting current workforce needs and building the skills of
the labor force, two related efforts that can boost a state’s overall economy. 

What are these programs and do they work?

Whereas a number of issues related to state and federal financial aid routinely receive considerable
attention, workforce-contingent financial aid programs tend to be overlooked. However, there have
been a few exceptions. In 1986, Spero provided information on state-supported programs for teachers,
and the American Medical Association maintains a list of programs for physicians on its Web site. In
addition, Pathman and his colleagues (2000) examined the characteristics of programs for physicians. 

Despite their proliferation, little research exists on the impacts of workforce-contingent financial aid
programs. Almost from their inception, doubts have been expressed about their success in meeting

Workforce Contingent Financial Aid
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workforce needs. A witness to the congressional decision to add loan forgiveness to the NDEA 
attested to the lack of evidence in its efficacy: 

Its authors could scarcely have believed that the forgiveness of a
few hundred dollars in loans, spread over a five-year period,
would draw many into teaching who would otherwise have
entered more lucrative professions. It can only be explained that
this was as close to a grants program as the House would buy (in
1958), and it would be defended by pointing to the shortage of
teachers. (Spero, 1986, p. 9)

As evidence of this statement, a Senate committee later noted that students could easily pay off the
loans with a non-teaching position in one year. The committee concluded that the program had no
effect on students’ career decisions (Toch, 1983). A 1968 study of this program for the U.S.
Department of Education found that it had no appreciable effect on the number or quality of teach-
ers (Spero, 1986). 

Spero (1986), after reviewing the evidence available by the early 1980s concerning the effects of
these programs on the teaching profession, concluded that individuals who were drawn to the 
programs were considering teaching anyway. Federal government analyses looking at the National
Health Service Corps determined that few people continued to work in the needy employment area
after they completed their two-year commitment (Toch, 1983). 

Maplethorpe (2001) also acknowledged the lack of research on these programs. She conjectured that
these programs might force students to choose career paths before they are knowledgeable enough
to make such decisions. Furthermore, these programs may not provide enough incentive to attract
people into shortage areas. 

Why do these programs continue to be implemented despite a lack of clear evidence of their effec-
tiveness? A report published by the Institute for Higher Education Policy (Wellman, 2002) found that
workforce-contingent financial aid types of programs rise from “special interest legislation designed
to fund niche purposes” (p. vii). The programs’ origin provides enough political capital to allow them
to continue “despite weak or nonexistent evidence of their effectiveness.”

Focus of Report
This report takes a necessary first step toward understanding workforce-contingent financial aid pro-
grams by describing their scope and characteristics as well as their administration at the state level.
This report covers

• the extent to which states are implementing workforce-contingent financial aid programs,

• the types of programs being implemented, and

• the size of these programs.
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Although not the primary focus, the report will also provide some indicators of the programs’ out-
comes. Measures such as the following will be discussed: 

• The percentage of participants fulfilling their work obligation

• Program success from the vantage point of the program administrators

Next steps needed to understand the effectiveness of these programs conclude the report. 

Terms Used in This Report

Workforce-Contingent Financial Aid

As noted, this project focuses on two related types of financial aid programs that we are labeling
“workforce-contingent financial aid” (WCFA). We prefer this term to others for several reasons. First,
although these programs are more often referred to as either loan repayment or loan forgiveness pro-
grams, financial aid analysts and researchers do not consistently apply the distinction that these two
designations suggest. Second, states, at times, label a program a scholarship or grant program even
though recipients must repay the scholarship or grant if they fail to meet workforce requirements.
Finally, we believe it important to highlight the workforce component of these programs. We chose
the term “workforce-contingent financial aid” to describe what we see as the two critical elements
shared by these programs: (a) support to cover educational expenses in exchange for (b) a workforce
commitment. 

Programs that do not penalize recipients who fail to work in the designated area are not considered
workforce-contingent financial aid programs for the purposes of this study. For example, programs in
which students receive financial assistance in exchange for an intention to teach in the state upon
graduation, but do not penalize students if they fail to teach, are not considered WCFA programs. If

there is a penalty for failing to fulfill the workforce obligation, the aid is 
considered to be contingent on working and is included in this study. 

WCFA programs can generally be sorted into two relatively distinct approaches
to providing financial aid. In a recent paper, Maplethorpe (2001) noted these
approaches and we have adapted this distinction here. These two types are “In-
School” programs and “On-the-Job” programs.1 These labels designate the point
at which individuals begin receiving financial assistance. Recipients of In-School
WCFA programs receive financial aid while enrolled in school but have a 
workforce commitment upon graduation. Although On-the-Job WCFA recipients

have borrowed money to assist in paying for educational expenses, the WCFA program does not enter
the picture until the individual begins employment in a designated job for which the program will
repay a designated amount of existing loans. These terms distinguish the point in the educational
pipeline at which the assistance begins. 

Workforce Contingent Financial Aid

Child Development • Computer Science • Dentistry • Engineering • Mathematics • Medicine • Nursing • School Administration • Teaching • Veterinary Medicine

WCFA programs

• Provide assistance in covering educa-

tional expenses, either during or after

schooling.

• Require recipients to work within the

state as a condition for receiving assis-

tance.

1 Although Maplethorpe’s basic classification is used, her labels are not. In this report, “In-School” programs are equivalent
to her “loan forgiveness” programs, and “On-the-Job” programs are equivalent to her “loan repayment” programs. 



In-School Programs

In-School WCFA programs assist students applying to or enrolled in a postsecondary institution. At
the time they enter the program, students commit to work in the state after receiving their degree
(or training). Often, the aid recipient must meet additional conditions, such as working in a specified
occupation and/or in an underserved location within the state. Probably the most famous In-School
program was the fictional one featured in CBS’s Northern Exposure. Joel Fleischman accepted fund-
ing from Alaska to pay for medical school. The series took place while he was working in the remote
Alaskan town of Cicely for four years to repay his obligation to the state (Teague, 2003). 

Two hypothetical examples are presented to clarify the conditions that apply to this type of program.
Consider a state program that provides students seeking an undergraduate degree in education 
up to $2,500 a year, with a maximum of $10,000. For each $2,500 in funds received, the student must
work for one year in an urban school district in the state. 

Chris — Chris used the funds to assist in tuition payments at a private liberal arts college. This fund-
ing was not enough to cover all of his educational expenses, so he had federal loans as well. At the
end of four years, he received the full $10,000 from the state workforce-contingent financial aid pro-
gram. Chris found a position in an urban school that met the employment criteria and worked there
for three years. At that point, he took a position at a consulting firm. The state forgave $7,500 of his
$10,000 loan but he was obligated to repay the state the remaining $2,500 plus
accrued interest. Had he taught for one additional year, he would not have had
to repay any funds. The state continued to keep in contact with Chris until the
funds were repaid. 

Pat — Pat received financial assistance from the same In-School WCFA program
as Chris. Initially, Pat could not decide whether she should take a part-time job
while enrolled in college or apply for assistance from the state In-School WCFA
program that would require her to obtain teaching certification. Even though
she was not sure about teaching, she decided to enter this program. By the end
of her senior year, however, Pat knew that she did not wish to teach. Instead,
she applied to attend graduate school in social work. Pat, therefore, was required to repay the entire
amount of her loan, plus interest, after graduation. The state tracked Pat until the funds were repaid.

On-the-Job Programs

On-the-Job WCFA programs provide assistance in repaying existing loans for students who have
already received their degree and who agree to work in a specified job. The state begins to assist in
repaying educational loans at the time the individual begins working. A student receives no 
assistance from the program while in school; assistance begins at the time the individual accepts
employment in an area designated for loan repayment. As with In-School programs, conditions other
than working in the state often must be met. These tend to be requirements related to work in 
specified occupations or in particular geographic locations. 
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In-School Programs

• Students receive assistance while

enrolled in school, usually in a designated 

academic field.

• This assistance, whether labeled a loan,

grant, or scholarship, is forgiven only if

the individual works in a specified occu-

pation, field, or area upon graduation.
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The two hypothetical scenarios below illustrate this type of workforce-contingent financial aid pro-
gram. This hypothetical program repays $2,500 of participants’ student loans for each year that they

work in an urban school, up to a total of $10,000 (or until the loan is repaid). 

Sam — Sam attended college in state A and accumulated $7,500 in student
loans. While looking for a teaching job, he learned that state B would pay
$2,500 of his undergraduate debt each year if he taught in particular districts
within state B. State B implemented this On-the-Job WCFA program because it
was finding it difficult to recruit teachers. Sam was offered the job and stayed
for five years, two years after his educational loans were paid by state B. 

Joan — Joan was deciding between teaching at either a rural, underserved 
elementary school or a more prosperous suburban school. Although the pay was
lower at the rural school, Joan accepted the job knowing that some of her 

educational debt would be repaid. Joan taught at the school for two years before moving out of the
state. At the time that she left her teaching position, the state repaid $5,000 of her federal educa-
tion loans. 

As defined here, both In-School and On-the-Job programs have similar goals, but they attract 
participants through very different means. In this report, we will explore differences between these
two types of programs and the implications of these differences. 

Methodology

Data Collection

State Web sites were used to identify state programs that met the criteria for either an In-School
or On-the-Job program. Given the different nature of these two types of assistance, separate sur-
vey forms were developed for these programs. In addition, a brief “Overview Survey” requested
verification of the identified programs as well as some information about state financial aid in gen-
eral. In total, each state received separate survey forms for each identified In-School and
On-the-Job program, an overview survey form, and a blank In-School and a blank On-the-Job form
to be used for programs not identified through Web sites or for misclassified programs. Appendices
A–C contain the three types of surveys.2

The surveys were sent electronically to one central contact within the state. Because there were indi-
vidual forms for each identified program, the surveys could be distributed to appropriate staff
members. Surveys were formatted so that respondents could fill them in electronically and email
them back when completed. Respondents were also given the option of faxing or mailing hard copies
of the survey.
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On-the-Job Programs

• Programs assist participants in paying

existing educational debt.

• Usually, participants must complete

their education before receiving assis-

tance in repaying the debt.  

• In exchange, participants are required to

work in a specified occupation, field, or

area.

2 Originally, on the survey forms, the In-School programs were referred to as “Stage 1” programs and the On-the-Job 
programs were referred to as “Stage 2” programs. 



Respondents were originally given approximately one month to complete and return the surveys.
During this time, we followed up with contacts in multiple ways, including email and telephone. In
some cases, project staff interviewed state financial aid administrators and filled out surveys on the
telephone. The original time frame was extended significantly to accommodate respondents’ needs.
For the nine states that did not return surveys and did not respond to repeated requests, study staff
filled in basic program information available on state Web sites. 

Response Rates

There are a number of ways to calculate response rates to a survey such as this. Forty-one states
returned some or all surveys sent to them, an 82 percent overall state response rate. Of these, five
completed only a portion of their surveys. Thirty-six states completed all of their surveys for a 72 per-
cent completed response rate. Of the 122 In-School programs identified, states completed surveys for
83 of them, or a 68 percent response rate for In-School programs.3 Of the 39 On-the-Job programs
identified, states completed surveys for 30 of them, or a 77 percent response rate for On-the-Job pro-
grams. The response rate for In-School and On-the-Job programs combined was 70 percent. Because
we were able to obtain key information from Web sites for all identified In-School and On-the-Job
programs, our findings include some information for every program identified.4

The response rate affected some types of information more than others. For most programs, we were
able to use a combination of information posted on states’ higher education Web pages and data pro-
vided as part of the annual survey conducted by the National Association of State Student Grant and
Aid Programs (NASSGAP, 2002) for key variables such as occupational areas and funding levels. In
providing data on several key dimensions for the population of programs, the combination of sources
increases confidence in the results. For other variables, non-responses coupled with missing data
affected the analysis. Variables related to outcomes (such as the number of students in various repay-
ment options) tended to yield particularly low response rates. This report deals with this issue by
noting the total number of responses. However, the high level of missing data is indicative of the lack
of data available to the states in thinking about and evaluating their own programs. 

The department (or departments) administering WCFA programs varied widely by state. To a large
degree, state higher education commissions oversaw programs. These were the departments target-
ed for the survey. However, many specific programs were assigned to state professional departments
(e.g., the Virginia Department of Transportation) and non-profit funding corporations (e.g., the South
Carolina Student Loan Corporation). The diversity in administrative oversight may have resulted in a
biased count and description of programs. Although some respondents identified programs outside
their jurisdiction, other respondents might not have reported on, or might not have known about,
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3 The program response rate was strongly affected by the number of programs in the state of Mississippi, which did not
participate. Because Mississippi had the largest number of programs in any state, all of which were classified as In-
School, the response rate for In-School programs is very much affected by the non-response of this one state. If the 15
In-School programs in Mississippi were excluded from the calculations, the response rate for In-School programs would
be 78 percent. 

4 We found that we were able to successfully identify and classify most WCFA programs in the states. A few states report-
ed on additional programs or informed us that programs had been discontinued. 
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other programs in their state. On occasion, respondents forwarded surveys to the 
administering departments or completed the survey for another department. This second situation
may also affect the quality of the data. For example, respondents who completed a survey 
concerning a program that their office did not administer may not have had the most current or 
complete information about the program. 

Although the programs described were operating at the time of the survey, additional programs were
being either phased out or implemented.5 Eleven states reported that at least one WCFA program had
been discontinued in the past five years. Several states reported that legislation was pending to 
create new programs. 

This report attempts to paint as accurate a picture as possible of the breadth of programs that 
operated in all 50 states6 for the 2001-2002 academic year. However the survey and data limitations
should be kept in mind. Certain results will include larger amounts of missing data than others, 
mainly because some states did not return surveys. These missing responses are not random; 
therefore, no statistical tests are reported. Instead, descriptive statistics are presented accompanied
by the number of programs for which data were available. Given the general lack of information,
however, on financial aid programs that link assistance in paying educational expenses to workforce 
commitments, this report goes far toward illuminating a rapidly growing phenomenon. 
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5 Some of the programs reported here are discontinued; however, they are still either funding students who were already in
the program or tracking participants who are fulfilling their obligation. 

6 Since the District of Columbia did not have any workforce-contingent financial aid programs, it was not surveyed. 
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States and Their WCFA Programs

Chapter 1.
States and Their Workforce-Contingent
Financial Aid Programs

An Overview of In-School and On-the-Job Programs

How prevalent are workforce-contingent financial aid programs? 

For the 2001-2002 academic year, the 50 states supported approximately 161 different workforce-
contingent financial aid (WCFA) programs covering a wide range of occupations. Most states, 43, had
at least one program that provided some type of financial assistance in
exchange for work. Three states had more than 10 such programs: Mississippi
had 15 programs, Maryland had 13, and Texas had 12. The programs supported
by these three states represented 25 percent of all WCFA programs in the United
States. The next two states with the largest number of programs were Delaware
and New Mexico, with 7 programs each (see Exhibit 1-1). 

In general, states were more likely to support programs that provided financial
aid to students while in school in exchange for future work commitments (In-School programs) than
programs that assisted participants in paying off existing loans in exchange for working in a speci-
fied occupation, field, or area (On-the-Job programs; see Table 1-1). Approximately 75 percent of all

Exhibit 1-1. Number of workforce-contingent financial aid programs in 2001-2002, by state
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In Maryland, approximately 12 percent of

the financial aid awards made in 2002

went to participants in WCFA programs.

WCFA programs also accounted for about

23 percent of the total allocated funds for

state financial aid programs. 
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Table 1-1. Number of In-School and On-the-Job workforce-contingent financial aid programs in 2001-
2002, by state

State In-School On-the-Job Total
Alabama 2 0 2
Alaska 4 0 4
Arizona 0 0 0
Arkansas 3 1 4
California 1 2 3
Colorado 1 2 3
Connecticut 2 0 2
Delaware 6 1 7
Florida 2 2 4
Georgia 5 0 5
Hawaii 0 1 1
Idaho 1 0 1
Illinois 3 1 4
Indiana 2 0 2
Iowa 1 0 1
Kansas 4 0 4
Kentucky 3 0 3
Louisiana 1 0 1
Maine 3 1 4
Maryland 11 2 13
Massachusetts 3 0 3
Michigan 1 0 1
Minnesota 0 0 0
Mississippi 15 0 15
Missouri 4 0 4
Montana 0 1 1
Nebraska 0 0 0
Nevada 0 0 0
New Hampshire 3 0 3
New Jersey 0 1 1
New Mexico 6 1 7
New York 2 1 3
North Carolina 6 0 6
North Dakota 0 2 2
Ohio 1 1 2
Oklahoma 0 1 1
Oregon 2 2 4
Pennsylvania 2 4 6
Rhode Island 0 2 2
South Carolina 1 0 1
South Dakota 0 0 0
Tennessee 2 0 2
Texas 4 8 12
Utah 1 1 2
Vermont 0 0 0
Virginia 4 0 4
Washington 2 1 3
West Virginia 4 0 4
Wisconsin 4 0 4
Wyoming 0 0 0
Total Number of Programs 122 39 161
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identified programs were classified as In-School (122 programs out of 161). All
of Mississippi’s 15 programs were In-School, but 8 of Texas’s 12 programs were
On-the-Job. Nineteen states administered only In-School WCFA programs, and
six states administered only the On-the-Job version. States that had both types
tended to have more In-School than On-the-Job programs. 

Which occupational areas tend to be supported by workforce-
contingent financial aid programs? 

States supported workers in a wide range of occupations through WCFA pro-
grams (see Table 1-2). Most frequently covered were teaching, nursing, and
medicine. Thirty-five states supported at least one teaching program, either In-
School or On-the-Job. Thus, 81 percent of all states that had WCFA programs supported the teaching
profession. Nursing followed teaching as the next most common program area: 19 of the 50 states
had at least one In-School or On-the-Job nursing program. With extreme shortages in the teaching
and health care professions (Viadero, 2002; Shoichet, 2002a), it is likely that programs in these fields
will continue to expand or be created in states with a need for such professionals. 

The teaching profession not only represented the largest number of WCFA programs but also sup-
ported the majority of students who were funded through both In-School and On-the-Job programs.
About 69 percent of all WCFA recipients were in teaching programs (see Exhibit 1-2). Another 16 per-
cent of students were in fields related to medicine.

Despite the number of programs and students in teaching WCFA programs overall, these programs
were not the most common type of On-the-Job program. On-the-Job programs most frequently cov-
ered physicians and other medical professionals (31 percent of the 39 programs; see Exhibit 1-3).
Nursing represented 13 percent of On-the-Job programs, and other health care professions added
another 13 percent. Thus, 57 percent of all On-the-Job programs, compared with 40 percent of all
In-School programs, covered health-related fields. 

Although In-School programs appeared to

be more popular in general, Oregon

recently converted one of its In-School

programs (The Oregon Nursing Loan

Program) to an On-the-Job program (the

Nursing Services Program). In the 2002-

2003 fiscal year, Oregon more than

doubled the amount of funding invested in

the On-the-Job version of this program. 

Exhibit 1-2. Distribution of workforce-contingent financial aid participants in 2001-2002, by 
occupational area 
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Table 1-2. Number of workforce-contingent financial aid programs in 2001-2002, by state and by
occupational area

Other Medicine/Denstistry/ Other Engineering/
State Teaching Education Optometry Nursing Health Care Technology Other
Alabama 1 1
Alaska 1 1 2
Arizona
Arkansas 3 1
California 2 1
Colorado 1 1 1
Connecticut 1 1
Delaware 1 1 3 1 1
Florida 2 2
Georgia 3 1 1
Hawaii 1
Idaho 1
Illinois 3 1
Indiana 1 1
Iowa 1
Kansas 1 2 1
Kentucky 1 1 1
Louisiana 1
Maine 1 2 1
Maryland 2 1 3 2 2 1 2
Massachusetts 2 1
Michigan 1
Minnesota
Mississippi 3 1 5 2 1 1 2
Missouri 2 1 1
Montana 1
Nebraska
Nevada
New Hampshire 1 2
New Jersey 1
New Mexico 2 2 2 1
New York 1 1 1
North Carolina 1 3 2
North Dakota 1 1
Ohio 1 1
Oklahoma 1
Oregon 1 2 1
Pennsylvania 1 1 1 2 1
Rhode Island 1 1
South Carolina 1
South Dakota
Tennessee 2
Texas 2 2 4 2 1 1
Utah 1 1
Vermont
Virginia 1 1 2
Washington 1 2
West Virginia 1 1 1 1
Wisconsin 3 1
Wyoming
Total number of 
programs 53 11 29 27 15 13 13
Total number of 
states with programs 35 10 15 19 12 11 9



Some states’ programs covered a wide variety of occupational areas or did not
require employment in a specific field. For example, the New York State Regents
Professional Opportunity Scholarship covered a list of professional fields includ-
ing massage, interior design, archictecture, law, medicine, accounting, and
athletic training. Maryland’s Community College Transfer Student Hope
Scholarship had no occupational requirements but did require recipients to work
in the state on graduation. 

When did workforce-contingent financial aid programs start?

WCFA programs expanded considerably in the past decade (see Exhibit 1-4).7 For those programs for
which information was provided (109 programs), the number of In-School programs grew fairly
steadily until 1998. On-the-Job programs were relatively rare until the 1990s. As
noted in the introduction, the number of programs really began to expand
between 1998 and 2002. The number of In-School programs increased about 40
percent (from 59 to 81 programs) during these four years. On-the-Job programs
more than doubled in that time, expanding from 13 to 29 programs. 
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Some less common WCFA programs 

supported needs unique to the state. Alaska

provided funds for students intending to

work in fisheries, and Virginia assisted 

students planning to work in soil sciences.

Other less common occupational areas

included veterinary medicine, foreign 

languages, and theology. 

Exhibit 1-3. Distribution of In-School and On-the-Job workforce-contingent financial aid programs in
2001-2002, by occupational area

Teaching
36%

Nursing
17%

Medicine/Dentistry/Optometry
14%

Other Health Care
9%

Engineering/Technology
8%

Other Education
7%

Other
9% Teaching

23%

Nursing
13%

Medicine/Dentistry/Optometry
31%

Other Health Care
13%

Engineering/Technology
8%

Other Education
8%

Other
5%

In-School On-the-Job

7 There is likely to be a bias resulting from missing data. Respondents were more likely to know, and report, the first year
of newer rather than older programs. Also, this is a list of programs that are still in existence; we do not know how many
programs in the past have been discontinued. 

Some states that never had WCFA 

programs are now creating them. Hawaii

implemented an On-the-Job teaching

program in the 2002-2003 school year.

Michigan recently created an In-School

program for nursing students. 
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Additional Program Information
Profiles of WCFA programs in each state can be found through the Lumina Foundation's Web site at
luminafoundation.org. These profiles provide basic information about occupational areas covered, the
type of program (In-School or On-the-Job), the maximum yearly funding, the maximum number of
years funded, the terms for repayment, the size of the program, and the approximate percentage of
participants who completed service obligations (for In-School programs). 
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Exhibit 1-4. Number of workforce-contingent financial aid programs in 2001-2002 (cumulative), 
by year initiated
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Chapter 2.
In-School Workforce-Contingent Financial
Aid Programs: Supporting Students While
in School

In-School programs were certainly the predominant type of workforce-contingent financial aid
(WCFA) in 2001-2002. Because these programs provide financial support to students while enrolled
in school, they are more complex in many ways than On-the-Job programs, which repay existing
loans once a student has completed a specified level of education. This chapter explores both sides
of In-School programs — the requirements for students who receive funds while in school and the
workforce obligations for participants after completing their education.

The Education Component of In-School Programs

What level of education was supported? 

In-School programs funded both undergraduate and graduate education (see Table 2-1). About 25
percent of the 113 programs that provided information funded only undergraduate programs. A sim-
ilar proportion supported only graduate education, and about 25 percent funded both undergraduate
and graduate education. An additional 21 percent of programs covered associate’s degrees as well as
other degrees. Only one program, the Teach for Texas Alternative Certification Conditional Grant
Program, exclusively funded associate’s degrees. 

What were the participation requirements for In-School programs? 

Most In-School programs, 90 percent, required that participants be residents of the state (106 of 118
programs). Twelve different programs in eight states allowed non-residents to participate.8 Only
Connecticut allowed non-residents to participate in all of its WCFA programs.
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Table 2-1. Number of In-School workforce-contingent financial aid programs in 2001-2002, by level of
postsecondary education covered

Level of Education Funded Number of In-School Programs
Both Undergraduate and Graduate 30

Undergraduate 30

Graduate 28

All Three Levels 17

Associate and Undergraduate 7

Associate Only 1

Total 113

8 The eight states were Connecticut, Delaware, Maryland, Mississippi, Texas, Virginia, Washington, and West Virginia.
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About two-thirds of the programs (75 of 113) required some type of prior educational attainment of
applicants. By necessity, programs that funded graduate degrees required participants to be almost
or completely finished with their bachelor’s degree. More interesting are the requirements for the
associate’s and bachelor’s degree programs. Fifteen programs (of 38) specifically mentioned allowing
students not yet attending a postsecondary institution to apply (e.g., high school seniors or individ-
uals with a high school degree or GED). Eleven of these 15 programs funded students interested in
pursuing careers in education or childcare. Most of the remaining 19 programs that targeted under-
graduates required that students be at least college sophomores before applying. 

What criteria were used to select participants? 

In-School programs frequently considered academic merit, financial need, or both in award decisions.
About 20 percent of the 99 programs reporting considered both criteria. Most commonly, programs
took academic merit, but not financial need, into account (46 programs). However, another one-fifth
of the programs took only financial need into account (21 programs). The remaining 12 programs did
not have explicit financial or academic requirements.

Programs used a variety of criteria to determine academic merit. Some programs used specific aca-
demic criteria such as SAT/ACT scores, grade point average, or class rank. Many programs simply

required that students be in good academic standing at their current institution. 

In considering students’ financial need, most In-School programs used the tra-
ditional formula for determining unmet need (i.e., total expenses minus
expected family contribution as calculated with the federal methodology).
Some programs had an established income cap for applicants. Maryland had
two programs, the General Hope Scholarship and the Community College
Transfer Student Hope Scholarship, with an income cap for student eligibility.
In both programs, annual family income could not exceed $95,000. In a few
decentralized programs, each administering institution set financial criteria
for participation. 

What must participants do to continue to receive support?

Only six programs limited funding to just one academic year. About 30 percent of the programs that
funded students for multiple years did not require recipients to reapply. Sixty percent of programs (64
of 105) required that students reapply or provide updates yearly. A few programs required updates
every term or semester. In the case of programs that individual institutions rather than the state finan-
cial aid office administered, each institution determined the frequency and content of the updates. 

As part of the reapplication process, students sometimes had to meet established academic and
enrollment requirements. Over half of the programs (53 of 94) imposed a minimum required grade
point average, usually 2.5 or 3.0. Also, more than one-half of the programs (56 of 97) had enrollment
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Sometimes, the source of the funding

influenced the criteria for choosing partic-

ipants. Some programs in several states

were funded, either completely or partially,

by an outside organization. Examples

include the Michael Murphy Education

Loan and the A. W. “Winn” Brindle

Memorial Education Loan Program. In both

cases, preference was given to applicants

recommended by the donors.



requirements; about one-quarter of these programs required students to be enrolled at least half
time, and about one-half of these programs required students to be enrolled full time. Some programs
reduced the enrollment requirements for graduate students. 

How many years could participants receive support? 

On average, 98 programs provided funding for a maximum of 3.8 years. Most programs funded stu-
dents for three or four years, but there was a range from one to eight years (see Exhibit 2-1). Some
programs provided different limits for different situations. Alaska’s A. W. “Winn” Brindle Memorial
Education Loan Program provided five years of funding for undergraduate work and five years for
graduate work, but only eight years total. Pennsylvania’s New Economy Technology Scholarship
Program-Sci-Tech Scholarship provided students with three years of funding, but students enrolled
in a qualifying five-year baccalaureate program could receive up to four years of funding.

How much support could participants receive per year?

On average, 82 In-School programs provided students $6,209 a year, ranging from $500 to $25,000.
Most programs provided between $2,000 and $5,000 a year (see Exhibit 2-2). The funding available
per year varied by occupational area (see Table 2-2). Physicians and other medical professionals
received more funding than students in other occupational areas. Programs providing support to stu-
dents wanting to become teachers averaged about $5,016 in aid a year; programs supporting future
physicians averaged over double that amount, about $11,734 a year. Many programs provided addi-
tional types of information about funding, some examples of which follow: 
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Exhibit 2-1. Distribution of In-School workforce-contingent financial aid programs in 2001-2002, by
the maximum number of years of funding 
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• FFuunnddiinngg  lliimmiittss  tthhaatt  aarree  ddeeppeennddeenntt  oonn  iinnddiivviidduuaallss’’  eexxppeennsseess.. In Alaska, the A. W. “Winn” Brindle
Memorial Education Loan Program provided funding up to “the cost of tuition and required
fees, loan guarantee funds, books and educational supplies, room and board, and transporta-
tion for two round trips between the recipient’s home and school each year.” 

• FFuunnddiinngg  lliimmiittss  tthhaatt  aarree  ddeetteerrmmiinneedd  aannnnuuaallllyy  bbuutt  aarree  sseett  ffoorr  aallll  ppaarrttiicciippaannttss.. In Maryland, funds
for the Sharon Christa McAuliffe Teacher Education Award were determined annually and
based on the tuition at the most expensive University System of Maryland institution. 
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Exhibit 2-2. Distribution of In-School workforce-contingent financial aid programs, by the maximum
funding available per year
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Table 2-2. Average maximum amount of available funding per year for In-School workforce-contingent
financial aid programs in 2001-2002, by occupational area

Occupational Area Average Maximum Funding per Year Number of Programs
Medicine/Dentistry/Optometry $11,734 14

Other Health Care $6,833 6

Other Education $5,480 5

Teaching $5,016 31

Other $4,750 6

Engineering/Technical $4,722 9

Nursing $4,545 11

All Programs $6,209 82



• FFuunnddiinngg  lliimmiittss  tthhaatt  ddeeppeenndd  oonn  tthhee  eedduuccaattiioonnaall  lleevveell.. Fifteen programs
based funding amounts on participants’ education level. For example,
Kentucky’s KHEEA Teacher Scholarship provided $12,500 for undergradu-
ates and $7,500 for graduate students. Mississippi’s William Winter
Teacher Scholarship Loan provided $1,000 for freshman and sophomores
and $3,000 for juniors and seniors.

What was the total available support? 

The average maximum funding available to any one student across all funded
years was approximately $21,000 (based on 78 programs). Total maximum fund-
ing ranged from $1,000 to $100,000. For most programs, the maximum funding available was the
maximum yearly funding multiplied by the maximum number of years of participation. However, nine
programs capped their maximum funding below this amount. For example, the Educators for Maine
program allowed up to $3,000 a year for up to six years, but the funding maximum was $12,000
(rather than $18,000). For the Advantage Missouri program, students received up to $2,500 a year
for up to seven years, but the funding maximum was $10,000 (rather than $17,500). 

How many students participated? 

In the 2001-2002 academic year, In-School programs funded approximately 24,000 students (in
the 76 programs that provided data on the number of participants).9 Individual programs ranged in
size from no participants to 2,768 participants for a large teacher program in Maryland.10 The 
number of students supported depended, to some degree, on the number of
years that programs fund participants. 

Of the 24,000 reported participants, approximately 10,700 were funded for the
first time by the WCFA program in 2001-2002. As noted, the average number
of years of funding available is about four. This suggests that each year, about
a quarter of the students in each program should be new; however, this was
not the case. Rather, almost half of the participants were new in 2001-2002, which suggests that
many students do not remain in the program or that programs are new. The extent to which stu-
dents drop out of these programs is an important issue to explore. Do students discover that a
required major does not suit them? Do students perhaps select majors solely for the purpose of
receiving financial assistance? Although answers to these questions are beyond the scope of this
study, they are important for determining whether In-School WCFA programs are effective ways of
providing financial aid and addressing workforce shortages. 
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9 A few programs reported for different time periods (e.g., all of 2001). 

10 Programs had no participants because they were (a) new programs, (b) discontinued programs that were still tracking 
former participants paying back the loan, or (c) programs with no participants for the reporting year.

A small number of specialized programs

based funding limits on the difference

between in-state tuition and out-of-state

or private tuition. For instance, Kentucky’s

Osteopathic Medical Scholarship awarded

the difference between tuition at a state

institution and tuition at the Pikeville

College School of Osteopathic Medicine. 

Delaware’s Optometric Institutional Aid

Program funded only one participant in the

2001-2002 school year, whereas the

Maryland Teacher Scholarship Program

funded 2,768 students. 
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The number of new participants for the academic year went as high as 1,487 (in the same Maryland
teacher program that supported the highest total number of participants). Delaware had smaller 
programs; the largest of its six programs supported 18 new participants. North Carolina also had six
programs but these ranged in size: Two programs each had more than 200 new participants and four
programs had fewer than 100 new participants each. Illinois, in contrast, had three relatively large
programs, each with between 200 and 300 new participants. 

The size of the program was related to the occupational area supported (see Exhibit 2-3). Health care
programs were smaller than education and technical and engineering programs. Of the six programs
with more than 1,000 participants, four supported prospective teachers. It should be noted that three
of these four programs were in Georgia. However, North Carolina had a nursing program that fund-
ed more than 1,000 participants. The final program with more than 1,000 participants was also in
Maryland; this program focused on science and technology. The current teacher shortages in many
areas of the country (RNT, 2000) might readily explain the relatively large size of In-School WCFA
teacher programs, whereas the expense of training health care workers, particularly physicians, could
explain why fewer programs are willing to invest up front in the costs of medical training.

The Workforce Component of In-School Programs

What were the requirements for the workforce position? 

All programs required that workforce service be completed in the state and in the occupational area
for which funding was received. About one-third of the programs imposed no additional requirements
(39 out of 118 programs). The most common stipulation beyond residency and occupational area was
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Exhibit 2-3. Average number of new participants in In-School workforce-contingent financial aid pro-
grams in 2001-2002, by occupational area
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the type of employer (46 programs). In-School WCFA programs that funded future teachers, for
example, frequently required recipients to fulfill their workforce obligation in a public school system
(32 programs). Some other requirements included working for a sponsoring organization, such as in
the Kansas Nursing Scholarship program, or for a public or non-profit organization, such as in the
North Carolina Social Work Education Loan Fund. 

Slightly fewer than one-third of the programs restricted the type of work with-
in the field (35 of 118). In general, these requirements specified an area or areas
with particular shortages. Teachers may have been required to work in second-
ary schools, to teach mathematics or languages, or to focus on special
populations. Engineers may have had to work in certain subspecialties, such as
transportation or soil sciences. Programs for physicians and other medical physicians were more like-
ly to impose this type of requirement (7 of 17 programs). For example, physicians were often required
to work in primary care. Nursing programs, however, were less likely to restrict the type of nursing
that participants must practice to have their loan forgiven (only 4 of 16 programs). 

In addition to requiring participants to work in the funding state, some programs required them to
work in certain geographic areas of the state (27 of 118). These programs usually sent participants to
rural or economically disadvantaged areas. Some programs simply required participants to work in
areas with a high need for that occupation. However, the high-need areas were likely to be econom-
ically disadvantaged or rural. Once again, programs for physicians were more
likely to have geographic restrictions than were nursing programs (7 of 17 pro-
grams for physicians and 4 of 16 programs for nurses). This difference in field
and geographic restrictions for nurses and physicians was likely related to the
general nationwide shortage of nurses, which meant that nurses were needed in
most fields and areas. The emphasis for physicians on specific fields and in 
certain geographic areas was most likely related to specific shortages within
each state rather than to a general shortage of physicians. 

The three types of restrictions listed above are not mutually exclusive. Two teacher programs (one in
South Carolina and one in Texas) required participants to work in either a high-need geographic area
or a high-need discipline. The Missouri Professional and Practical Nursing Student Loan Program
imposed an area requirement only if the participant was working in a non-profit facility; if the par-
ticipant was employed at a public agency, he or she could work in any location within the state. Only
one program, The North Carolina Student Loan Program for Health, Science and Math, imposed all
three restrictions simultaneously. For this program, participants were required to work in (a) a short-
age area of the state, (b) an approved field, and (c) a state facility or educational system. 

How much of the financial assistance received was forgiven each year?

Just as programs vary in the amount of funding that students receive, they also vary in the length
and the nature of the service obligation. States usually set service or workforce obligations in three
major ways: 
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Mississippi’s Graduate and Professional

Degree Loan Scholarship Program required

participants to work in the fields of chiro-

practic medicine, orthotics/prosthetics, or

podiatric medicine.

Texas and Alaska had programs in which

participants were nominated and spon-

sored by organizations in rural

communities. These participants then com-

mitted to return to the sponsoring

community to provide service upon com-

pletion of a specified degree. 
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• A sseett  aammoouunntt  ooff  ttiimmee in service is required and is based on the number of years funded.

• A uunniiffoorrmm  lleennggtthh  ooff  sseerrvviiccee is required of all participants.

• A sseett  aammoouunntt  ooff  ffuunnddiinngg is forgiven per period of service employment. 

SSeett  aammoouunntt  ooff  ttiimmee.. By far the most typical workforce requirement was a set amount of service
employment for each period that a recipient was funded. Approximately 70 programs (of 110)
imposed this type of requirement on financial aid recipients. About one-half of these programs
required one year of employment for each year of funding.11 Eight programs required two years of
employment for each year of funding. Washington state’s Health Professional Scholarship Program
represented one of the less common service obligation terms: three years of employment for each
year of funding. However, participants could fulfill their obligation for five years of funding with only
five years of service. The New York State Regents Health Care Scholarship required one year of
employment for each year of funding, but all participants were required to work for at least two years,
even if they received only one year of funding. 

UUnniiffoorrmm  lleennggtthh  ooff  sseerrvviiccee.. The second most common approach to fulfilling a workforce obligation was
a uniform length of employment, which about 25 programs required. The uniform service requirement
could be achieved in two ways: set years and set percentages. 

Programs with set years required a certain number of years of service regardless of the number of
years of funding that the participant received. For example, a program may fund students for one or
two semesters, but students would be required to work for one year regardless of the number of
semesters that they were funded. Five of the set year programs required two years of employment,
and four programs required five years of employment. In some cases, students could receive funding
for more years than they were required to work; in other cases, the reverse was true. Of the programs
that required two years of employment, most offered four years of funding, but one offered only one
year of funding. For the programs that required five years of employment, the incentive ranged from
one to four years of funding. Two programs in Mississippi provided a variant. For the state’s
Counseling and School Administration Summer Loan/Scholarship and Graduate Teacher Summer Loan
Scholarship, participants received funding for summer coursework. In return, a participant was
required to remain employed as a classroom teacher for the school year and for one school year after
completing the degree. 

Programs with set percentages did not consider the dollars distributed or the number of years;
instead, they excused a set percentage of the total funding amount for each year of service. For
example, a program might forgive 25 percent of the funding amount for each year in service regard-
less of whether the student received one year or four years of funding. Of the set percentage
programs, the percentage of the funding forgiven each year ranged from 20 to 50 percent. Set per-
centage programs often had complicated structures. For example, the Wisconsin Teacher of Visually
Impaired Program forgave 25 percent of the funding for the first two years of employment and the
remaining 50 percent after the third year. In Alaska, the A. W. “Winn” Brindle Memorial Education
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11 For ease of reporting, the employment and funding periods were translated into years. 



Loan program forgave 10 percent of the funding amount per year but only up to 50 percent 
(or five years). 

SSeett  aammoouunntt  ooff  ffuunnddiinngg.. The least common arrangement (10 programs) was a set amount of funding
forgiven for each set amount of time in service employment. In these programs, each year of service
was linked to a dollar value. Recipients who received less funding (regardless of
over how many years) had less of a service obligation. Each year of service was
valued from $1,000 to $5,000; the average was about $2,500. 

Could the amount of service ever be reduced?

Some programs reduced service requirements if participants worked in a partic-
ularly needy position or location. For example, Louisiana’s TOPS — Teacher program forgave two years
of funding for each year of employment in an economically disadvantaged school district. In
Arkansas’s Minority Masters Fellow Program, the service requirement was reduced from five years to
three years if participants worked in specific counties or if participants were African American males
employed in elementary instruction. 

What were the consequences for failing to complete the service obligation?

An important and unique aspect of the In-School WCFA programs is the “disincentive” component for
leaving the program before completing the workforce service. In almost all cases, recipients who do not
complete the service obligation must repay all or some of the financial aid they received while in school.12

IInntteerreesstt  rraatteess.. States set interest rates for loan payments in essentially three ways: (a) fixed rates, (b)
rates linked to federal student loan programs, and (c) variable rates. More than one-half of the
reporting programs (44 of 80) imposed a fixed rate for repaying the funds. On average, the interest
was 7.6 percent. Six programs had zero interest. One program, the West Virginia Health Sciences
Scholarship Program, had a rate set at 15 percent. Twenty-four programs linked
their interest rates to federal student loan program rates. Most of these pro-
grams matched federal loan program interest rates, either the Stafford or PLUS
loan rates. The other programs set their rate a certain percentage above the fed-
eral loan interest rate. These interest rates ranged from 0.5 to 3 percent above
the federal student loan rates. The remaining nine programs determined their
rates annually on the basis of various criteria such as the prime interest rate or
a Federal District Reserve interest rate. 

IInntteerreesstt  aaccccrruueedd.. Sixteen programs (of 77) started calculating interest at the time
participants received their award. Another 18 programs started to calculate interest at graduation.
Twenty programs started calculating interest within one year after recipients completed their educa-
tional programs. Finally, 15 programs did not begin to calculate interest until participants failed to
meet the terms of the workforce agreement. 
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Virginia’s Teaching Scholarship Loan

Program required one semester of teaching

service for every $1,000 of funding

received.

One program actually had an interest rate

above 100 percent. For the NYS Regents

Health Care Opportunity Scholarships, par-

ticipants who did not work in a designated

shortage area within one year of complet-

ing their studies must repay “twice the

amount of all scholarship monies received

plus interest.”

12 In some circumstances, participants may not have to repay the funding. Although these circumstances vary by state, most
include exemptions for death and severe illness. Some particular exemptions include inability to pass licensing exams or
lack of qualifying employment available in the state. 
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Some programs employed a combination of these strategies. For example, in the Louisiana TOPS —
Teacher program, interest began to accrue when (a) workforce requirements could not be met within
the required timeframe, (b) the recipient indicated that she or he would not complete the workforce
requirements, or (c) six months after the recipient changed to an unapproved degree program.

LLeennggtthh  ooff  ttiimmee  aalllloowweedd  ffoorr  rreeiimmbbuurrssiinngg  ffuunnddss.. The 79 programs reporting these data allowed an aver-
age of 7.6 years for participants who did not fulfill workforce obligations to pay the loan. Ten
programs required that the loan be paid within 4 years (see Exhibit 2-4). Twenty-eight programs
allowed from 5 to 9 years for paying back the loan. Most programs (41 programs) allowed 10 to 15
years for paying back the loan, although 10 years was much more common than 15 years. 

PPeennaallttiieess  ffoorr  ddeeffaauullttiinngg  oonn  llooaann  ppaayymmeennttss.. The penalties for defaulting on workforce-contingent
financial aid funds by not meeting workforce requirements or not making payments were similar to
the penalties for most other loans. Programs turned cases over to a collection bureau, garnished
wages, imposed penalty interest, and subjected the defaulting participants to litigation. 

In-School WCFA Program Impacts
This description of In-School WCFA programs illustrates the many ways that these programs have
emerged within states. Although 37 of the 50 states have adopted at least one such program, the
variations in program size, occupational areas supported, and service requirements suggest a strong
need to understand how workforce-contingent financial aid affects both the students who receive
support and the program administrators within the state. 
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Exhibit 2-4. Distribution of In-School workforce-contingent financial aid programs in 2001-2002, by
the maximum number of years allowed to repay the loan without workforce service 
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One of the more telling survey findings is the lack of information that states had about various par-
ticipant outcomes. Some programs knew the number of participants with current obligations but
could not separate those meeting the workforce obligation from those repaying the financial assis-
tance. Other programs could not distinguish the number of students who completed their service
obligation from the number of students who completed only partial service. Only about 50 programs
were able to provide relevant outcome information.13 A summary of the limited information that
respondents were able to provide about program outcomes follows. 

What did states report about how recipients meet their workforce obligations? 

A logical indicator of success for an In-School WCFA program is the degree to which aid recipients
fulfill the required workforce obligation. Forty-eight programs were able to report the approximate
percentage of their participants who completed their obligation with at least some service in the his-
tory of the program. These 48 programs reported that on average, 63 percent of program participants
completed at least some workforce service. 

Some programs also provided the status of participants who have completed their education but have
remaining obligations to the state (see Table 2-3). For programs able to provide information, about
57 percent of participants, on average, were working in required service employment. Approximately
8 percent of participants had fulfilled some of their work requirement but were currently repaying
the program with cash. About one-quarter of participants had not worked in service employment and
were repaying the program with cash. Finally, about 11 percent of program participants defaulted on
their obligations.14
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13 Respondents were unable to provide data for 12 programs because they were new and did not have any participants in
the payment phase yet. For several other programs, respondents indicated that they were unable to provide information
owing to the timing of the survey (e.g., they were in the middle of their funding cycle). 

14 Nationally, about 6 percent of students default on their federal student loans.  

Table 2-3. Status of repayment obligations for In-School workforce-contingent financial aid partici-
pants in 2001-2002 

Average Number of
Percentage Programs

Overall Success Rate: In the history of the program, the average percentage of participants 
who have fulfilled their obligation with service. 63% 48

Of the participants with a remaining obligation, the average percentage working in required 
employment. 57% 51

Of the participants with a remaining obligation, the average percentage paying back after having 
worked at least in part in required employment. 8% 46

Of the participants with a remaining obligation, the average percentage paying back without 
working in required employment. 24% 52



When asked to report about how the state tracks students in these programs, 83 percent of 
respondents stated that the program office or agency does the tracking. As already noted, once a 
program determines that a student is delinquent in payments, the case may be turned over to a 
collection bureau. However, we suspect that there are few resources or incentives for programs to
vigorously track students who do not complete their workforce obligation. As a result, it is likely that
the penalty lacks strong enforcement in many cases. 

What did states know about program outcomes?

Respondents reported that studies had been conducted on 10 In-School WCFA programs. In report-
ing on the results of a new program, Iowa found that the number of new teachers certified in
shortage area subjects doubled in each of the first three years of the program. Delaware conducted
an in-depth evaluation of its Christa McAuliffe Incentive Program (for teachers) from its inception in
1986 through 2000 and found that 72 percent of program participants completed at least some serv-
ice. In an important measure of program success, Delaware found that 80 percent of participants who
completed some service continued to teach after their service obligation was fulfilled. However, the
report does not provide information on whether the funding itself influenced individuals who may
not have considered teaching as a profession to enter teaching, an important yet generally unan-
swered issue surrounding In-School WCFA programs.15

Although it is likely that research exists that respondents did not report, it is safe to say that not
enough states are investigating either program outcomes or participant characteristics. This finding
is supported by case studies of 11 states conducted by the Institute for Higher Education Policy
(Wellman, 2002) that found that “there is little evidence that categorical programs are evaluated sys-
tematically for effectiveness (by any definition of effectiveness) once in place” (p. 9). Particularly in
a time when states are facing serious budget crises, studies of programs’ effectiveness are important
for determining priorities. If WCFA programs do not attract students to professions experiencing
shortages, or if students who accept assistance from the program do not enter the required profes-
sion, the costs of In-School WCFA may need to be reconsidered. This is particularly the case given
that students who accept assistance but do not fulfill their workforce obligation must repay the aid
and the state (or at times, the institution) must collect the loan repayments from the student. This
effort can be costly. 

What did financial aid administrators think about In-School programs?

Although states had little data, administrators expressed opinions about two important program
goals. About 75 percent of 69 respondents thought that their program was effective in meeting work-
force needs. About 85 percent of 77 respondents thought that the program was effective in meeting
students’ needs for financial aid. Table 2-4 presents a sample of respondents’ statements about their
programs.
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15 Louisiana indicated that it was attempting to address this question for its teaching program.
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16 Respondents were assured that their personal responses would be kept confidential; therefore, we do not report infor-
mation that would identify a particular program or state. Also, responses have been edited.

Table 2-4. Sample of survey respondents’ opinions concerning In-School workforce-contingent financial
aid programs

Is the program effective in providing financial aid?16

Yes or No Area Response
No Nursing The program has been underfunded. This makes the awards too small to have much of an impact on 

financial need. 
No Nursing Since this program is underfunded, it does not touch too many students.
No Teaching The cost of education increases at least every other year, but the amount of the scholarship does not.
No Teaching The eligible population is limited
No Teaching The loan amounts from this program are very small in comparison to a great deal of federal loans available.

Yes Eng/Tech This is a high-tuition state. Any additional source of funds, particularly in the form of grants, 
improves the ability of students to efficiently pay for higher education.

Yes General It is an easily obtainable low-interest loan with potential to have some of it forgiven.
Yes General This scholarship targets a non-traditional population. In so doing, it allows students to continue 

their education with a reduced financial burden.
Yes General This award represents a significant portion of in-state tuition at public institutions. It also assists in 

defraying the higher costs of our private colleges and universities.
Yes Nursing A loan that becomes a grant and pays full tuition makes a substantial difference in affordability. 

However, cash repayment is fairly high in this program, so many students are taking out a 
higher-rate loan.

Yes Nursing Many recipients tell us they would not have been able to attend nursing school without this loan.
Yes Other Education This full-tuition grant substantially reduces cost of attendance, especially for graduate students

where most aid is loans.
Yes Other education Many of the individuals pursuing degrees in this field are low-income students. The financial 

incentive allows them to begin or continue study when they may have been unable to do so 
otherwise.

Yes Other health care This program offers financial assistance to students who otherwise might not qualify for any othe
type of financial assistance to complete a college education. 

Yes Physician Graduate students have very few non-loan options in financing their education.
Yes Physician This program provides access to a program not available in state, but pays only a portion of tuition if

the borrower returns to work in the state. There were approximately 90 applicants for 10 available slots.
Yes Physician $20,000 per year is slightly less than half the cost of medical school, which substantially reduces a 

student’s need to borrow.
Yes Teaching This program pays full tuition, which makes a substantial impact on affordability.
Yes Teaching This program gives a small amount of financial aid, but it should be increased.
Yes Teaching This is better than a student loan, especially if the student plans to teach in the state.
Yes Teaching It’s always difficult to get money for graduate school. 
Yes Teaching The program supplements other financial aid programs and makes loans available to everyone 

without regard to need.
Yes Teaching All recipients receive the maximum allowable amount, which in most cases exceeds the cost of their 

program.
Yes Teaching Generally, the recipients of this program are not typical college-aged individuals. They tend to be 

older individuals who do not have traditional sources of gift assistance readily available to them.
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Table 2-4. Sample of survey respondents’ opinions concerning In-School workforce-contingent financial
aid programs—Continued

Is the program effective in meeting workforce needs?
Yes or No Area Response
No Nursing The number of nurses produced is insufficient to ensure that the state-owned hospitals maintain 

their accreditation easily.
No Nursing The program should be partnered with a referral system. Many of our graduates are leaving the state.
No Nursing This program has historically been underfunded. In order to make awards to all eligible students, 

the amount of the award has not been large enough to be an incentive. 
No Nursing Only one-third of all recipients have practiced in a qualifying rural area. Students consider it as

simply another loan.
No Physicians It appears that the percentage of graduates that return to the state (from an out-of-state program) 

to practice medicine is the same as for recipients of this program. In addition, there appears to be 
no shortage of primary care physicians now, as there was perceived to be when the program was 
established. Shortages in obstetrics and child psychiatry exist, but…the long pipeline in this 
program makes it an inefficienct way to meet the need.

No Teaching There is no referral or recruitment system in place to help scholars locate teaching positions within 
the state.

No Teaching Given the cumbersome statutory eligibility criteria and the administrative burden necessary to track 
students through the education phase, grace period, and forgiveness period, along with the costs of 
collecting funds from those in repayment, this program does not serve the state’s needs. The state 
would be better off offering direct loan repayment to teachers already in service, or better yet offer 
“no strings attached” scholarships and grants to encourage students to enter the profession.

Yes General This program provides the state’s brightest students with an incentive for remaining in the state for 
their education and career. The program does not aim to overcome any individual shortage area, 
but reduces the “brain drain” of individuals leaving the state.

Yes Nursing It encourages older people who didn’t attend college when they graduated from high school, due to 
financial or personal reasons, to go to college. The service obligation is not a deterrent as it is with 
some younger students.

Yes Nursing A total of 73 percent of recipients have or are currently repaying their loan(s) through service. This 
means that the program is responsible for improving…health care in certain areas.

Yes Other Education It is helping to meet some of the need, but nowhere near enough. There is a tremendous shortage 
of good teachers. 

Yes Other Education It helps to attract outstanding educators, which prepares them to practice as principals and 
assistant principals where need exists.

Yes Other Health Care The program has been especially effective in recruiting nurse practitioners and physician assistants 
to rural underserved areas. This year the Legislature increased the amount…to make the program 
more effective with physician recruitment.

Yes Physician The rate of individuals returning to the state (from an out–of-state program) is good. 
Yes Teaching Information gathered in previous years reflects approximately 45 percent of borrowers earn all five 

years of eligible forgiveness benefits, meaning they teach for at least five years after earning their 
teaching certificate. 

Yes Teaching This program has a 62 percent success rate in attracting minorities into public K-12 classrooms.
Yes Teaching Seventy percent of those who receive these funds teach in the state even though other states 

actively recruit these graduates and offer higher salaries. 
Yes Teaching The program helps to encourage those individuals who have demonstrated outstanding academic 

abilities to pursue teaching careers.



Some administrators felt that the program was not successful in meeting work-
force needs. A few themes emerged from their critiques: 

• The programs need referral systems to help participants find appropriate
service employment.

• Participants tend to think of the program as a loan and do not complete
service employment. 

• Because of the lag time between participants’ education and their
employment, programs cannot quickly refocus to meet changing employ-
ment needs in the state.

• The programs are an administrative burden, particularly in following stu-
dents into the workforce, and the administrative costs are not an
effective use of funds.

Other administrators were more positive about the role that the programs played in meeting state
workforce needs:

• The programs help keep talented students in the state. 

• The programs are particularly appealing to older students who are more comfortable with the
in-state service obligation.

• The programs promote specific, high-need specialties.

• The programs promote specific, high-need geographical areas.

Concerning the impact of the financial aid itself, many administrators felt that any additional fund-
ing to help meet the high cost of tuition was an important contribution. However, quite a few
administrators felt that their particular programs had award amounts that were too small to provide
significant assistance. 

What Do We Know about In-School WCFA Programs? 
Several themes emerge from this overview of In-School WCFA programs. The number of programs
that provide financial aid to students while in school in exchange for working in specified occupa-
tional areas upon graduation has increased. These programs support a variety of occupational areas,
although teaching and medical fields were the most common. Programs also supported both under-
graduate and graduate degrees. States used a variety of criteria to select participants. There was also
considerable variation in the workforce obligations that states impose. Although all programs
required recipients to work within the state upon graduation, the calculation of the actual amount
of work time, as well as the penalties for failing to fulfill the service obligation, varied considerably.
Despite the proliferation in and variety of these programs, however, states have done little research
to determine whether these types of financial aid programs are an effective way of either providing
financial assistance to students or attracting workers to occupations that are experiencing shortages. 
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Studies focusing on the connection

between program characteristics and 

outcomes would ideally provide informa-

tion on important issues such as the

relationship, if any, between the loan 

payment environment (such as interest

rates) and the percentage of students in

service employment. Although some stu-

dents might use programs with low (or no)

interest as a loan source and not necessar-

ily plan to meet the workforce obligation,

no research has examined this issue. 



Chapter 3.
On-the-Job Workforce-Contingent Financial
Aid Programs: Repaying Existing Student
Loans

Unlike In-School programs, which provide financial assistance to students who are currently enrolled
in postsecondary education, On-the-Job programs assist recipients who have graduated from 
a postsecondary program in repaying an existing educational loan. Although On-the-Job workforce-
contingent financial aid (WCFA) programs were less common than In-School programs, 22 states
supported approximately 39 different programs. This chapter describes the structure and size of the
various On-the-Job programs. 

Characteristics of On-the-Job Programs

What were the participation requirements for On-the-Job Programs? 

In-School WCFA programs provide financial aid to individuals who indicate an interest in or a 
willingness to work in a specified occupation at a future date, typically upon graduation. On-the-Job
programs face a much simpler situation: they recruit people who (a) are looking for positions in a
specified occupation and (b) have existing educational loans of the type required for the program.
Essentially, all programs repaid standard federal education loans obtained to pay
tuition and other education-related expenses.

Although most In-School programs required participants to be residents upon
entrance to the program, On-the-Job programs merely required individuals to be
working in the state upon entering the program. 

What criteria were used to select participants? 

Primarily, On-the Job programs recruited recent graduates looking for employment in fields specified
by the program. Neither performance in college or graduate school nor standardized test scores were
typically considered. 

What must participants do to continue to receive support? 

Most programs that provided support for multiple years required participants to regularly provide 
verification that they continued to meet the program requirements. About 80 percent of all programs
reported requiring participants to reapply yearly. Three programs even required reapplication every six
months. Six programs specifically mentioned also verifying participants’ loan status with lenders. A
few other programs required proof of continued licensure or certification. If participants left positions
or repaid their educational loans before receiving the maximum amount of support, further support
was not provided. 
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Some programs verified residency before

accepting participants. For example, the

Delaware State Loan Repayment Program

for Physicians and Dentists requires that

participants live 30 minutes from their

practice.



38

How many years could participants receive support?

Most of the On-the-Job programs granted loan repayment for up to four or five years (see Exhibit 3-1),
and there was little variability across occupational areas in the maximum number of years that pro-

grams supported participants (see Table 3-1). There was more variation in the
amount funded than the period of time funded. This may indicate an effort to keep
people in the field for a significant period of time. 

The average maximum number of years to receive funding was 4.2 for On-the-
Job programs (of 36 programs). This is close to, but slightly higher than, the

number of years of participation for In-School programs. However, these two types of programs pro-
vide support during different points in the education pipeline. The maximum number of participation
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In a deviation from the norm, Texas’s

Border County Doctoral Faculty Education

Loan Repayment Program forgave portions

of participants’ loans for up to 10 years. 

Table 3-1. Maximum number of years of loan repayment for On-the-Job workforce-contingent financial
aid programs, by occupational area

Occupational Area Average Number of Years Number of Programs
Teaching 3.9 9

Other Education 3.5 2

Physician/Dentist/Optometrist 4.1 12

Nursing 3.4 5

Other Health Care 4.5 4

Engineering/Technical 4.7 3

Other 10.0 1

Exhibit 3-1. Distribution of On-the-Job workforce-contingent financial aid programs in 2001-2002, by
the maximum number of years available for loan repayment
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years for In-School programs is based on the years required to attain a certain level of education. On-
the-Job programs instead base their maximum number of participation years on the states’ interest
in providing the incentive to retain participants in a particular job. 

How much of the loan was repaid each year?

As noted in the previous chapter, states used three ways to calculate the service obligation for 
In-School programs. Two of these contingencies are relevant for exploring the workforce 
contingencies for On-the-Job programs: (a) a set amount of funding for each
period of employment and (b) a uniform length of service employment. 

SSeett  aammoouunntt  ooff  ffuunnddiinngg.. Most programs had one set repayment amount for each
year of service. On average, On-the-Job programs repaid participants $9,146 for
each year of service. The amount of loan repayment ranged from $1,000 a year
to $30,000 a year. In both of Florida’s On-the-Job programs, participants received $5,000 a year for
graduate loans and $2,500 a year for undergraduate loans. Other states increased the amount repaid
for each subsequent year of service. For example, Montana’s Physician Loan Repayment Program
repaid $7,000 for the first year of service and increased the amount for each successive year; the
fifth, and final, year was worth $11,000. 

The yearly repayment amount also varied depending on the occupational area
being supported (see Table 3-2). The average yearly loan repayment for the six
physician programs was nearly $19,000. For other health care programs, the
average annual repayment was about $14,000. In contrast, the average for
teacher programs was about $2,500. An interesting comparison can be made
between In-School and On-the-Job programs in the average value for one year of service. For health
care fields, On-the-Job programs provided more funding per year of work, whereas for all other fields,
In-School programs provided more funding per year (see Table 3-3). 
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In Rhode Island’s Nursing Reward Program

and Teacher Reward Program, the state

paid only the interest on the loan, not the

principal.

Oregon’s Nursing Services Program 

adjusted the yearly remittance on the basis

of  cost-of-living increases. 

Table 3-2. Average yearly loan forgiveness for On-the-Job workforce-contingent financial aid programs
in 2001-2002, by occupational area

Occupational Area Average Yearly Maximum Number of Programs
Teaching $2,500 5

Other Education $2,415 2

Medicine/Dentistry/Optometry $18,790 6

Nursing $9,092 3

Other Health Care $14,167 3

Engineering/Technical $1,750 2

Other $3,500 2

Overall Average $9,146 23



40 UUnniiffoorrmm  lleennggtthh  ooff  sseerrvviiccee.. A few On-the-Job programs repaid a set percentage of students’ loans for
each year of service rather than a set dollar amount. These programs ranged from 10 to 25 percent
of outstanding student loans per year. Most, but not all, of these programs allowed participants to
continue receiving payment for the number of years necessary to repay 100 percent of loans. For
example, Oregon’s Rural Health Services Program repaid 20 percent of participants’ loans per year of

service for up to five years. Thus, if participants offered the specified services for
five years, they had 100 percent of their eligible loans repaid. Texas’s Early
Childhood Care Provider Student Loan Repayment Program offered participants
15 percent of their loan repaid for each year of service for up to five years. Thus,
only 75 percent of participants’ loans could be repaid. 

Some interesting implications are associated with loan repayment based on per-
centages. In these cases, the size of the incentive depends on the size of
participants’ outstanding loans. Physicians, in particular, tend to have extremely
large educational debt, and four of the six percentage-based programs were
geared toward physicians. Nationally, students who borrow money to attend
medical school complete their medical education with an average debt of
approximately $104,000 (AAMC, 2002). Given that the percentage repayment
was as high as 30 percent, loan repayment based on percentages could be worth

$31,000 a year for some new physicians. In contrast, the incentive would be significantly less for the
individual with $10,000 in loans, about $3,000 a year. 

What is the total available support? 

For most programs, the total available support was equal to the maximum number of years multi-
plied by the maximum amount per year. A few programs had total funding cut-offs lower than this
product. The average maximum amount available for a single participant was about $41,000 (for 29
programs). 

Given that the value of one year of work tends to be higher for On-the-Job programs than In-School 
programs, it follows that the same holds true for the total potential value for full program participation.
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Table 3-3. Comparison between the average value for one year of employment for In-School and On-
the-Job workforce-contingent financial aid programs in 2001-2002, by occupational area

Average for Number of Average for Number of 
Occupational Area In-School Programs In-School Programs On-the-Job Programs On-the-Job Programs
Medicine/Dentistry/Optometry $10,400 10 $18,790 6

Other Health Care $6,000 4 $14,167 3

Nursing $4,345 10 $9,092 3

Engineering/Technical $4,938 8 $1,750 2

Other $4,643 7 $3,500 2

Other Education $3,917 4 $2,415 2

Teaching $3,656 25 $2,500 5

Pennsylvania’s Primary Health Care
Practitioner Loan Repayment Program
forgave incremental percentages for
participants. For the first year of serv-
ice, 15 percent of participants’ loans
was repaid. This percentage increased
for each year of service for up to four
years (20 percent for their second year,
30 percent for their third year, and 35
percent for their fourth year). After four
years of service, 100 percent of partici-
pants’ outstanding loans was repaid.



The average maximum amount of funding available to participants in In-School programs was only
$21,000. This value is about half that of the On-the-Job programs. This difference is likely due to the
relative frequency of On-the-Job programs for physicians (and other health care workers), which tend
to provide more funding regardless of the type of program. 

What are the requirements for the workforce position?

For In-School programs, the most common workforce requirement related to the
type of employer; for On-the-Job programs, the most common workforce
requirement related to the geographical areas of the state in which the work
was needed. Nineteen of 38 On-the-Job programs imposed geographical restric-
tions. These programs tended to repay loans for participants working in
disadvantaged areas with a high need for certain professionals. In particular,
participants in 10 of 11 physician programs were restricted geographically. 

The second most common workforce requirement for On-the-Job programs limited participants to
work in a specified subspecialty. About 40 percent of all programs imposed such a requirement. These
programs required participants to work in certain specialties, such as optometry or teaching English
as a second language. In particular, seven of nine teacher programs had field requirements. The
Colorado Loan Incentive for Teachers specified that participants must teach mathematics, science,
special education, or linguistically diverse education. Other programs, such as California’s Assumption
Program for Loans in Education, specified only that participants teach in a shortage subject area. 

About one-third of On-the-Job programs imposed workforce requirements
relating to the type of employer. Six of nine teacher programs placed this type
of restriction on recipients. Similar to In-School programs, all of these programs
required that teachers work in public schools. No physician programs had
employer criteria.

How many participants do On-the-Job programs support? 

Twenty-four programs reported the number of participants in On-the-Job programs. In the 2001–2002
academic year, programs funded from 0 to 1,614 participants. The number of new recipients who
received assistance in repaying educational loans that year ranged from 0 to 666. Florida’s Critical
Teacher Shortage Loan Forgiveness Program assisted the largest number of participants in repaying
loans, approximately 1,600. This program, in operation since 1983, was also one of the oldest On-the-
Job programs identified. Four programs were new for the 2001-2002 year and had not yet begun to
repay student loans. 

The size of the program related to the occupational area. Similar to In-School programs, teacher pro-
grams tended to be large, averaging about 340 participants. Health care programs were significantly
smaller, averaging about only 19 participants. 

It appeared that most students in In-School programs were not receiving funding for all available
years. The same pattern was evident for On-the-Job programs. For example, in Florida’s Critical
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The Ohio Physician Repayment Program

granted loan repayment to physicians 

who agreed to practice in a Health

Professional Shortage Area with a certain

percentage of Medicaid and Medicare

patients. Pennsylvania had a similar 

program in which participants had to work

in a Rural and Urban Health Professional

Shortage Area.

Pennsylvania’s Early Childhood Education

Professional Loan Forgiveness Program

required participants to be employed full

time by a childcare provider approved by the

Pennsylvania Department of Public Welfare.
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Teacher Shortage Loan Forgiveness Program, approximately 600 participants enter the program each
year. This program provided up to four years of funding, yet only about 1,600 teachers were in the
program — far fewer than the 2,400 predicted on the basis of the number of entering participants.
Across all programs providing data, the expected number of participants averaged 217 but the 
actual average number of participants was 92. It appears that participants are not staying in these
programs as long as they could. 

On-the-Job WCFA Program Impacts
On-the-Job programs, although fewer in number than their In-School counterparts, appear to be
gaining in popularity. As with the In-School programs, states have structured their programs in a vari-
ety of innovative ways. And like In-School programs, little is really known about the impact of these
programs on recipients. 

The different structures of In-School and On-the-Job workforce-contingent financial aid programs
result in different indicators of success. For In-School programs, the number of participants who work
in the specified occupational area upon graduation can be viewed as an indicator of program suc-
cess. Since On-the-Job programs support individuals who have already obtained the educational
credentials required for the specific occupation, the main evaluation question becomes: Would par-
ticipants have worked in these types of positions if their educational loans were not repaid?

Specifically, program success can be measured by whether individuals are more attracted to work in
different areas (in either a geographic area or a subspecialty) than they might have been without the
loan repayment incentive. An individual graduating from medical school is most likely going to
become a doctor but may not consider practicing in an underserved rural area without the induce-
ment of loan repayment. Similarly, an individual with teaching credentials probably will teach, but
perhaps the incentive of an On-the-Job WCFA program will influence that person to become a sec-
ondary mathematics teacher rather than an elementary teacher. 

Another potential indication of an On-the-Job program’s success relates to the number of individu-
als who actually participate in a program relative to the number of individuals for whom the state is
willing to repay loans. If, for example, a program has the funds to support 40 physicians to work in
underserved areas but only 20 are participating, the program might be viewed as not being as effec-
tive as it could be. 

A final indicator of effectiveness relates to retention within the workforce. Do participants in On-the-
Job programs remain in the specialty or geographic area of need after the loan repayment is complete
or maximized? Unfortunately, the scope of this study did not allow answers to these questions,
though it does suggest areas for further research. However, this study did determine what states have
learned and what administrators believe concerning the success of the programs. 
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What do states know about program outcomes? 

Only one state reported that any research had been conducted on an On-the-Job program.
Washington state reported that its Health Professional Loan Repayment Program was included in a
national study of similar programs. The lack of formal research conducted on this sort of program is
indicative of the need to study workforce-contingent financial aid in greater depth.

What do financial aid administrators think about programs? 

Although there are no objective outcome measures of On-the-Job programs, comments from admin-
istrators provide a glimpse into some of the perceived pros and cons of the programs. The majority
(20 of 24 administrators) reported that they thought the program was effective in meeting workforce
needs. The comments fell into a few categories, reflected by the following types of responses:

• Little risk is involved. Even if participants do not stay in the program for the maximum num-
ber of years, the state has still gained some service.

• The program provides an incentive to serve in shortage areas.

• On-the-Job programs allow underserved populations to receive affordable services that they
otherwise might not have had access to.

Some administrators noted that the program had failed to attract participants.

Administrators were less optimistic about the financial aid utility of On-the-Job programs than about
their impact on the workforce needs of the state. About 63 percent of respondents thought that these
programs were effective in providing financial assistance. Following are a few examples of common
concerns and comments: 

• The financial incentive makes it affordable for participants to accept employment in under-
served areas.

• The programs provide needed assistance in paying off large amounts of debt.

• The nature of the repayment structure makes for an inadequate incentive.

Administrators sometimes made additional comments about the programs. Although most adminis-
trators seemed to express that these programs have been a positive force, some interesting issues
were noted:

• Individuals already in the specified field may be resentful because they are not receiving the
same loan repayment benefits as individuals who are new to the field.

• On-the-Job programs result in a 100 percent return on the dollar because service is rendered
before payment.

• On-the-Job programs are more cost effective than In-School programs because they save the
time and money associated with tracking and collections.
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What Do We Know about On-the-Job WCFA Programs? 
Despite the relatively small number of programs, feedback on On-the-Job programs was fairly posi-
tive. In addition to their perceived impacts on assisting students financially and attracting individuals
to workforce shortage areas, these programs are easier to administer than In-School programs.
Because On-the-Job programs repay existing loans, monitoring recipients requires only ensuring that
they remain employed in acceptable jobs. In-School programs, in contrast, typically require monitor-
ing students while in school as well as their employment upon graduation. Participants who do not
fulfill their workforce obligations must repay the loan, which requires additional tracking and moni-
toring. On-the-Job program recipients who do not continue in acceptable positions simply stop
having their existing loans repaid. Perhaps these benefits of On-the-Job programs are contributing to
their faster growth relative to their In-School counterparts.
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Chapter 4.
Summary and Conclusions

A rapidly growing, yet to some degree unrecognized phenomenon, workforce-contingent financial aid
(WCFA) programs exist at both the national and state levels. These programs link financial assistance
in covering education expenses to some type of workforce obligation. Forty-three states support pro-
grams that either (a) provide financial aid to students enrolled in school in exchange for a future
workforce commitment or (b) repay an existing educational debt in exchange for specified work. The
distinction between these two types of programs indicates not only when an individual must commit
to a specific career but also how the state must monitor the program. 

Through a survey of state financial aid administrators and information gleaned from state higher 
education Web sites, this study identified 161 different WCFA programs in 43 states. According to
the 100 programs that provided data, more than 26,000 individuals received support from either 
In-School or On-the-Job WCFA programs in the 2001-2002 academic year. Occupational areas most
typically supported are teaching, nursing, and medicine. In-School programs (those that provide
financial aid while a student is enrolled in school) accounted for about 75 percent of all programs
and supported about 90 percent of all identified participants. However, between 1998 and 2002, 
On-the-Job programs (those that provide financial assistant in repaying educational loans once the
participant is in the workforce) appeared to be increasing in number at a faster rate than In-School
programs.

Although this study did not intend to determine the effectiveness of WCFA programs at the state
level, it uncovered evaluations that states themselves had conducted. It is surprising that very few
studies emerged that evaluated the financial aid or the workforce aspects of these programs.
Furthermore, very few studies of WCFA programs exist at the national level. Thus, the growth of these
programs seems to be based more on political appeal and appearances (that is, they give the impres-
sion of addressing the problems of both escalating college prices and workforce shortages) than on
any real data demonstrating their effectiveness in providing financial aid and supplying needed 
workers in specified occupations. 

This situation brings us back to the quotation that introduced this report: 

What could possibly be wrong with a program that provides
financial assistance to students to attend college and helps
address state workforce shortages?

The only reasonable response to this somewhat rhetorical question must be: we really do not know
whether these programs are the best way to help individuals, whether currently enrolled in school or
repaying loans, cover educational expenses. Also, we really do not know whether programs them-
selves are helping reduce workforce shortages or whether those accepting financial assistance would
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have worked in the occupational or geographic areas without the incentive of loan forgiveness or
repayment. Thus, to address this legislator’s question requires an understanding of workforce-con-
tingent financial aid programs that does not currently exist. Such an understanding would require
addressing the following types of questions.

DDoo  ssttuuddeennttss  wwhhoo  aarree  aasskkeedd  eeaarrllyy  iinn  tthheeiirr  eedduuccaattiioonn  ttoo  ddeeccllaarree  mmaajjoorrss  aanndd  wwoorrkk  iinntteenntt  rreemmaaiinn  iinn  tthheeiirr
iinniittiiaall  mmaajjoorr  aanndd  ffiieelldd?? This question relates to In-School programs that require students not only to
commit to a major and occupation but also to remain in the state upon graduation. In-School WCFA

programs vary with regard to when students can apply for and receive assis-
tance, but to receive aid most recipients must make these decisions either
while a high school senior or while in college. One could ask whether it is wise
or practical to ask students to make commitments to a major, occupation, and
place of residence upon graduation at ages when they perhaps have not
explored a range of options. A study of more than 8,000 students who entered
the State University of New York at Buffalo in 1985, 1986, and 1987 found that
only 27 percent of graduates ended up in the same major they declared as
freshmen (SUNY-Buffalo, 1994).

AArree  wwoorrkkffoorrccee--ccoonnttiinnggeenntt  ffiinnaanncciiaall  aaiidd  pprrooggrraammss  aattttrraaccttiinngg  iinnddiivviidduuaallss  wwhhoo  ootthheerrwwiissee  mmaayy  nnoott  hhaavvee
eenntteerreedd  tthhaatt  ooccccuuppaattiioonn  oorr  ssppeecciiaallttyy?? There is some indication that these programs do influence stu-
dents’ course of study, at least when it comes to selecting an area of specialization. A study in Iowa,
for example, found that the number of individuals becoming certified in shortage subject areas
increased significantly after the implementation of an In-School WCFA program. Another study of
206 participants in the Physician Shortage Area Program of a hospital in Pennsylvania found that
graduates of the program were more likely to work in rural and underserved areas of the state than
were their classmates who did not participate in this program. Recipients also tended to remain in
these areas after fulfilling their workforce commitment (Rabinowitz et al., 1999). Although both of
these studies suggest an impact on career decisions, the studies were relatively small and should be
replicated across WCFA programs that attempt to attract individuals to a range of different occupa-
tions with varying types of incentives. Furthermore, discussions with recipients themselves might
shed some light on different programs’ impacts. 

AArree  wwoorrkkffoorrccee--ccoonnttiinnggeenntt  ffiinnaanncciiaall  aaiidd  pprrooggrraammss  aattttrraaccttiinngg  tthhee  ““bbeesstt  aanndd  bbrriigghhtteesstt””  iinnddiivviidduuaallss  ttoo  tthhee
ooccccuuppaattiioonnaall  aarreeaass  ssuuppppoorrtteedd?? If, as suggested above, WCFA programs influence people’s occupa-
tional choices, questions need to be asked: Do these people turn out to be an asset in the workforce?
Are the programs recruiting “bodies” into positions or are they attracting dedicated, motivated, and
high-quality employees? Consider teaching, the occupational area with the largest number of WCFA
programs. Both the need for more teachers and the need to improve teaching and classroom instruc-
tion are currently two critical education policy issues (U.S. Department of Education, 2002). 
An individual who takes advantage of the financial assistance offered through an In-School 
workforce-contingent financial aid program but who does not really want to teach will probably not
make the best teacher. A comprehensive evaluation of WCFA programs therefore needs to go beyond
counting the number of recipients and changes in workforce patterns to examine the quality of 
individuals who end up in the designated occupational areas. 
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A Delaware study found that recipients

who entered the Christa McAuliffe Teacher

Scholarship Loan Program upon graduation

from high school were considerably less

likely to complete a workforce obligation

than recipients who received financial

assistance after entering college (45.8 per-

cent versus 64.5 percent, respectively).



Furthermore, those who work in occupational areas to fulfill repayment obligations may not always
become the most dedicated of employees. It is enormously expensive to hire and train new 
employees, making it critical to determine whether individuals who participate in WCFA programs
tend to leave positions before the end of their obligation (or before the maximum loan repayment
amount is reached) or soon after its completion. 

All of these questions could be answered by (a) talking to the employers to see whether their 
experiences show systematic differences in employee performance between WCFA participants and
non-participants and (b) compiling data on what positions WCFA program participants take, how
often they change positions, and what positions they are in a few years after the program ends. Given
the occupations that are most frequently addressed in WCFA programs, teaching, nursing, and 
medicine, the quality and stability of the staff are critical to providing quality services to states’ most
vulnerable citizens. 

WWhhaatt  aarree  tthhee  iimmpplliiccaattiioonnss  ooff  lliimmiittiinngg  ppaarrttiicciippaattiioonn  ttoo  ssttaattee  rreessiiddeennttss??  From a political perspective, it
is easy to understand why participation in workforce-contingent financial aid programs is limited to
state residents. Policymakers and taxpayers alike typically believe that those who pay the taxes
should receive the benefits. If the primary intent of a program is to provide financial assistance, 
limiting recipients to individuals who live in the state is understandable. If, however, the major intent
of the program is to meet urgent workforce needs, where an individual lives or lived becomes less 
relevant. As noted, very few states allow non-residents to participate in their WCFA programs. It
would be useful to consider broadening participation to non-residents when workforce needs drive
the program and to investigate whether there are indeed differences between residents and non-
residents in terms of fulfilling workforce commitments and remaining in positions upon completion
of this commitment. 

AArree  wwoorrkkffoorrccee--ccoonnttiinnggeenntt  ffiinnaanncciiaall  aaiidd  pprrooggrraammss  eexxcclluuddiinngg  iinnddiivviidduuaallss??  From a workforce perspective,
one might ask whether individuals who did not need or receive loans to finance their education are
being excluded from positions designated as fulfilling workforce obligations. Other individuals who
did not borrow money might also be attracted to fill shortage areas with different kinds of incentives.
Equity issues thus need to be considered. It is not difficult to envision two new teachers hired by the
same school, one having a portion of her undergraduate loans forgiven or repaid and the other who
could have borrowed money and did not, wondering why he did not take out a loan. 

WWhhaatt  aarree  tthhee  aaddmmiinniissttrraattiivvee  ccoossttss  aassssoocciiaatteedd  wwiitthh  wwoorrkkffoorrccee--ccoonnttiinnggeenntt  ffiinnaanncciiaall  aaiidd  pprrooggrraammss?? The
responsibility for administering In-School programs typically requires monitoring not only the recip-
ient’s progress through school but also his or her employment for a number of years upon graduation.
Thus, tracking participants requires considerable attention. This situation can be a particular burden
for programs administered by a state financial aid office, but it can also be a problem for states that
decentralize the administration of programs to individual institutions. As the survey results 
indicated, very few states could report the number of recipients in their In-School programs who
completed their service obligations, the number currently fulfilling the workforce requirement, the
number who failed to fulfill the workforce requirement and were repaying their loans, and the 
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number who were in default and could not be located. States should attempt to keep this kind of
information so that the costs of operating WCFA programs can be determined and their benefits 
relative to their costs can be ascertained. 

HHooww  eeffffeeccttiivvee  aarree  wwoorrkkffoorrccee--ccoonnttiinnggeenntt  ffiinnaanncciiaall  aaiidd  pprrooggrraammss  rreellaattiivvee  ttoo  ootthheerr  ttyyppeess  ooff  ffiinnaanncciiaall  aaiidd??
This broad question suggests a series of related questions regarding WCFA: Do the programs work?
Do these programs help students meet their education expenses better than, or at least as well as,
other forms of financial aid? Do these programs diminish workforce shortages? Are the costs of
administering WCFA programs worth the effort? 

In addition to needing to learn more about the effectiveness of these programs in general, it is also
important to determine which type of program — In-School or On-the-Job — might be more 
effective for meeting a state’s needs. Maplethorpe (2001) has provided a thoughtful summary of some
of the pros and cons of these two related forms of financial aid. Some of her major points follow:17

• In-School programs take several years to produce a qualified employee, whereas On-the-Job
programs can draw on any qualified individuals already in or entering the workforce. Also, in
the time that In-School participants are in school, workforce needs may change so that 
positions meeting the requirements are no longer needed (or even available). On-the-Job 
programs can change requirements as the workforce needs change. 

• Tremendous costs are associated with tracking student service or payment in In-School 
programs. The burden for tracking is on the administrative staff rather than the participants.
In addition, tracking must continue even after the program is discontinued. On-the-Job 
programs place the burden for program participation on the participants, and they do not need
to be tracked if they leave the program.

• Although most In-School programs fund students further along their educational career, many
programs enroll students as early as high school. In On-the-Job programs, students do not
need to commit at these young ages to specific majors and career paths.

Maplethorpe concludes that On-the-Job programs are more effective than In-School programs:

They allow students to select academic programs based on their
aptitude and skills rather than the additional financial aid they
may receive. Further, loan repayment [On-the-Job] programs
cost less, more precisely target funds, and carry less administra-
tive burden. (p. 43)

Although more research is certainly needed to back up these conclusions, it does appear that in many
situations, On-the-Job programs might be a preferable alternative. 
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17 Maplethorpe referred to these two types of programs as “loan forgiveness,” which we classify as “In-School,” and “loan
repayment,” which is labeled “On-the-Job” in this report. For purposes of consistency and clarity, this summary of her
advantages and disadvantages uses the terms used throughout this report. 



This report has taken a necessary first step in understanding WCFA programs. From a state policy 
perspective, the issue typically examined is whether aid focuses primarily on financial need or 
academic merit. However, state aid programs that tie financial assistance in paying higher education
expenses to work commitments have been growing rapidly, particularly in some states. By describing
the numbers and types of these programs, as well as their common and unique attributes, this report
focuses attention on this rapidly growing form of financial aid. 

This concluding section has suggested a number of important questions that need to be addressed
before existing programs are expanded and new ones are developed. These programs may be very
effective both in helping students interested in working in certain occupations and in providing qual-
ified and motivated workers. However, addressing two critical issues at once may not solve either very
well. Open debate and additional research can only assist state policymakers and administrators to
understand what programs are successful and under what conditions. 
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Appendix A
State Overview Survey

___________________________________________ ________________________________
Respondent name Title

________________ ________________________ ________________________________
Number of years Phone number E-mail address
in this position

1. What was the total amount of funds appropriated for all state financial aid programs during the
2001–2002 academic year?

$ _________

2. What was the total number of full-time equivalent (FTE) staff working on the administration of
all state financial aid programs in the 2001—2002 academic year?

Total number of FTE staff:____________

It is possible that workforce-contingent financial aid programs (both In-School and On-the-Job) are
offered and administered by agencies other than a state financial aid office. For example, a school
district may attempt to attract applicants by offering to repay part of their educational loans. An
agency might offer a scholarship or a loan to a student in exchange for working in that field in the
state. Do you know of any other state or local public agencies that are offering any programs that
meet our criteria for workforce-contingent financial aid?

❏ Yes—describe below

❏ No—skip to question 4

3. How are current or prospective workforce needs identified within your state (if known)?

Name of public agency Workforce shortage areas addressed by program
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4. Have any programs in your state that meet our criteria for either In-School or On-the-Job 
programs been discontinued in the past five years?

❏ Yes—answer questions 5a and 5b

❏ No—skip to question 6

5a. If yes, what workforce area(s) did they cover?

5b. If yes, why were these programs discontinued?

6. Are you aware of research in your state that evaluated any of the following: your state’s 
workforce needs, recruitment to meet workforce needs, or the linking of financial aid to meet
workforce needs?

❏ Yes

❏ No

If yes, please send us a copy of any reports or tell us how we might obtain copies. 

7. Please let us know if you are interested in learning more about participating as a case study state.

❏ Yes, please contact me about doing a case study of the workforce-contingent financial aid
programs in my state. (Checking this box does not commit your state to participating, just
to learning more about the case study component.)

8. Please feel free to provide us with any additional information about workforce-contingent 
financial aid programs in your state. Include information not covered by our survey on 
administering these programs, such as costs, benefits, reactions from institutional financial aid
directors, reactions from students, and so on.
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Appendix B
In-School Survey

___________________________________________ ________________________________
Respondent name Title

________________ ________________________ ________________________________
Number of years Phone number E-mail address
in this position

1. In what year did this program begin providing funding for students (i.e., in what year did this 
program begin)?

__________

2. What workforce area or areas does the program cover? Check all that apply.

❏ No specific workforce area targeted ❏ Law enforcement

❏ Child care ❏ Medicine

❏ Dental ❏ Nursing

❏ Engineering ❏ Teaching

❏ Law

❏ Other area(s)—specify:

3. Have the areas targeted by this program been identified as experiencing or expected to 
experience workforce shortages?

❏ Yes

❏ No

❏ Not applicable, no specific workforce area targeted
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4. What other criteria must a student meet to complete his or her service commitment? (Check all
that apply.)

❏ No condition beyond specified type of job is imposed on the service commitment.

❏ Participant must work in specific geographic areas of the state (e.g., rural, urban, certain
percentage of low income/welfare individuals).

Specify:

❏ Participant must work in a locale or an institution defined as experiencing a shortage of
workers (e.g., specific school districts, hospitals).

Specify:

❏ Participant is limited to a particular type of employer.

❏ Public sector

❏ Private sector

❏ Nonprofit

❏ Other—specify:

❏ Other criteria are required of employment in order to fulfill service commitment.

Specify:

5. Are the workforce areas targeted by this program, or any of the other program requirements 
indicated in question 4, re-evaluated and modified on a regular basis?

❏ Yes—answer questions 5a-5c

❏ No—skip to question 6

5a. How often are the workforce areas or program requirements evaluated? 

5b. Who re-evaluates the workforce areas or program requirements (e.g., particular committee,
group, or individual)? 

5c. What is considered during the evaluation? 

6. Is participation in this program limited to residents of this state?

❏ Yes

❏ No
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7. Are recipients required to attend institutions in the state?

❏ Yes 

7a. If yes, at what types of higher education institutions may students receive funding? 
(Check all that apply.)

❏ Public 2-year institutions/Community Colleges

❏ Public 4-year institutions

❏ Private not-for-profit 2-year institutions

❏ Private not-for-profit 4-year institutions

❏ Career colleges/Proprietary institutions

❏ Participation limited to specific institution(s)—specify the institutions:

❏ Other—specify the institutions: 

❏ No

7b. If no, is participation limited to specific states or to specific out-of-state institutions?

❏ Yes—specify the states or institutions: 

❏ No

8. Is financial need considered in determining eligibility for this program?

❏ Yes—answer question 8a

❏ No—skip to question 9

8a. If yes, specify the criteria used for determining need: 

9. Is academic merit considered in determining eligibility for this program?

❏ Yes—answer question 9a

❏ No—skip to question 10

9a. If yes, specify the criteria used for determining academic merit:

10. Are initial applications restricted to individuals who are at a particular stage in their education-
al careers (e.g., high school seniors, college students with at least 32 credit hours, bachelor’s
degree holders who are seeking graduate/professional training)?

❏ Yes—answer question 10a

❏ No—skip to question 11

10a. If yes, specify the restrictions:
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11. What levels of education does this program fund?

❏ Undergraduate education only

❏ Graduate education only

❏ Both undergraduate and graduate education

❏ Other postsecondary training that leads to certification or a degree

12. Once students receive funding, do they need to re-apply to receive funding for subsequent years?

❏ Yes, yearly

❏ Yes, other—specify:

❏ No

❏ Not applicable, only a single year of funding is available

13. Once students receive funding, which of the following requirements must they satisfy in order to
continue receiving funds? (Check all that apply.)

❏ No specific requirements

❏ Not applicable, funding cannot be renewed

❏ Remain in the relevant field of study or major

❏ Maintain the following grade point average: _______

❏ Enroll for the following number of credits per year: ______

❏ Pass the following certification exams: _______

❏ Other—specify:

14. How does participation in this program affect eligibility for other state-funded financial aid 
programs?

❏ Recipients remain eligible for all other state-funded programs at least up to remaining
financial need

❏ Recipients become ineligible for need-based programs (even if they have remaining need)

❏ Recipients become ineligible for merit-based programs

❏ Recipients become ineligible for other workforce-contingent programs

❏ Recipients become ineligible for some state programs—specify programs:

15. What is the maximum number of years of postsecondary funding a recipient may receive through
this program?

__________

16. What is the maximum amount of money that may be received per year? $ _________
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17. What is the maximum amount of money that may be received across all years? $ ________

18. How is the length of workforce service determined? (Check the description that best matches
your practice.)

❏ The length of service commitment is determined by the number of years of education for
which a student received financial assistance. 

Specify years of service for each year of assistance: 

❏ The length of service commitment is determined by the total dollar amount of aid received.

Specify dollar amount of aid forgiven for each year of service: 

❏ Both number of years of assistance and the dollar amount received are factored into
determining the length of service commitment.

Specify how these two factors interact to determine the required number of years of 
service:

❏ A uniform length of service is required of all participants in this program regardless of the
actual years of assistance or the dollar amount received by an individual.

Specify the length of service required of participants:

❏ Other—specify:

19. Can participants reduce the length of their service by meeting additional criteria?

❏ Yes—specify how: 

❏ No

20. Are there conditions under which participants can be excused from repayment without complet-
ing a service obligation?

❏ Yes—specify how:

❏ No

21. If service obligations are not met, please briefly explain the terms of repayment by answering the
following questions.

21a. What is the interest rate at which participants must repay funds? ________

21b. When does the recipient start to incur interest? _________

21c. How long do participants have to repay their obligation? ________

21d. What consequences are imposed on participants who become delinquent in repayment?
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22. Is any of the tracking of students, as they fulfill their service obligations or repayment, 
contracted out to a different state department or to a private organization?

❐ Yes, all—specify to whom: 

❐ Yes, some—specify to whom: 

❐ No, all tracking is done internally

❐ Other—specify: 

23. How many individuals received assistance from this program in paying for postsecondary 
education during the 2001–2002 academic year?

__________

24. How many of these individuals received assistance for the first time in the 2001–2002 academic
year?

__________

25. How many individuals entered the repayment phase of this program (either through service or
by actually remitting payment) in the 2001–2002 academic year?

__________

26. In the 2001–2002 academic year, how many participants with remaining obligations were in the
following categories?

_______ Working in a required field (including those who completed service during this year)

_______ Paying back (without completing any of the desired service obligation)

_______ Paying back (having completed a portion of desired service obligation)

_______ In default, participant’s current location known

_______ In default, participant’s current location unknown

_______ Other—specify: 

27. Since the inception of the program, approximately what percentage of students who have 
completed their education have fulfilled their obligation with service? 

_____%

28. What was the total amount of funds appropriated for this program during the 2001—2002 
academic year?

$______
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29. What was the total number of full-time equivalent (FTE) staff working on the administration of
this program during the 2001–2002 academic year?

Number of FTE staff: ________

30. Are you aware of studies that evaluated the program in any way? These could include studies of
program effectiveness in recruiting workers into a field, aiding students, addressing shortages, or
improving the quality of the workers in the desired occupations.

❏ Yes

❏ No

If yes, please send us a copy of any reports or tell us how we might obtain copies. 

31. Given your knowledge of this program, do you think it is effective in helping to meet the 
workforce needs in your state?

❏ Yes, if yes specify why below

❏ No, if no specify why below

32. Given your knowledge of this program, do you think it is effective in providing individuals in your
state with financial assistance to meet educational expenses?

❏ Yes, if yes specify why below

❏ No, if no specify why below

33. Please feel free to provide us with any additional information about this program in your state.
Include information not covered by our survey on administering this program, such as costs, 
benefits, reactions from institutional financial aid directors, reactions from students, and so on.
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Appendix C
On-the-Job Survey

___________________________________________ ________________________________
Respondent name Title

________________ ________________________ ________________________________
Number of years Phone number E-mail address
in this position

1. In what year did this program begin repaying student loans (i.e., in what year did the program
begin?

__________

2. What workforce area or areas does the program cover? Check all that apply.

❏ Child care ❏ Law enforcement

❏ Dental ❏ Medicine

❏ Engineering ❏ Nursing

❏ Law ❏ Teaching

❏ Other area(s)—specify:

3. Have the areas targeted by this program been identified as experiencing workforce shortages? 

❏ Yes

❏ No
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4. In addition to working in a specified field, what other criteria are required of individuals to
receive assistance in repaying existing loans? (Check all that apply.)

❏ No condition beyond specified type of job is imposed on the service commitment.

❏ Participant must work in specific geographic areas of the state (e.g., rural, urban, certain
percentage of low income/welfare individuals).

Specify:

❏ Participant must work in a locale or an institution defined as experiencing a shortage of
workers (e.g., specific school districts, hospitals).

Specify:

❏ Participant is limited to a particular type of employer.

❏ Public sector

❏ Private sector

❏ Nonprofit

❏ Other—specify:

❏ Other criteria are required for assistance in repaying loans.

Specify:

5. Are the workforce areas targeted by this program, or any of the other program requirements 
indicated in question 4 above, re-evaluated and modified on a regular basis?

❏ Yes—answer questions 5a-5c

❏ No—skip to question 6

5a. How often are the workforce areas or program requirements evaluated?

5b. Who re-evaluates the workforce areas or program requirements (e.g., particular 
committee, group, or individual)?

5c. What is considered during the evaluation?
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6. What types of loans are eligible for repayment?

7. What is the maximum repayment amount OR loan percentage repaid per year? 

$ _______ OR ________%

8. What is the maximum number of years a participant can receive repayment assistance?

____years

9. What is the maximum amount of money that can be repaid across all years? 

$ _______

10. What documentation must a participant provide to certify ongoing eligibility?

10a. How often is this documentation required?

11. How many individuals received assistance from this program in repaying an educational debt 
during the 2001–2002 academic year? 

12. How many of these individuals received assistance for the first time in the 2001–2002 
academic year? 

13. Is any of the tracking of students, as they fulfill their service obligations or repayment, 
contracted out or assigned to a different state department or to a private organization?

❏ Yes, all—specify to whom: 

❏ Yes, some—specify to whom: 

❏ No, all tracking is done internally

❏ Other—specify:

14. What was the total amount of funds appropriated for this program during the 2001–2002 
academic year?

$ _______

15. What was the total number of full-time equivalent (FTE) staff working on the administration of
this program during the 2001–2002 academic year?

Number of FTE staff: ________
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16. Are you aware of studies that evaluated the program in any way? These could include studies of
program effectiveness in recruiting workers into a field, aiding students, addressing shortages, or
improving the quality of the workers in the desired occupations.

❏ Yes

❏ No

If yes, please send us a copy of any reports or tell us how we might obtain copies.

17. Given your knowledge of this program, do you think it is effective in helping to meet the 
workforce needs in your state?

❏ Yes, if yes specify why below

❏ No, if no specify why below

18. Given your knowledge of this program, do you think it is effective in providing individuals in your
state with financial assistance to meet educational expenses?

❏ Yes, if yes specify why below

❏ No, if no specify why below

19. Please feel free to provide us with any additional information about this program in your state.
Include information not covered by our survey on administering this program, such as costs, 
benefits, reactions from institutional financial aid directors, reactions from students, and so on.
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