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Synopsis: The default rate on federally backed college loans hit an all-time low in Fiscal Year
2001, according to the U.S. Department of Education. Nationally, 5.4 percent of college graduates
who began making paymentsin FY 01 defaulted on their debt, which was down from 5.9 percent the
previous year. South Dakota’'s default rate of 3.3 percent isthe 5" lowest in the country.

South Dakota college students have among the lowest default rates on student loansin the country. The U.S.
Department of Education announced this month that the nation’s student loan default rate dropped to an dl-
time low of 5.4 percent in Fisca Year 2001. South Dakota' s default rate is even lower at 3.3 percent.
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Impact of Defaulted Federal Student L oans

The U.S. Department of Education releases official cohort default rates once ayear. The FY 01 rates are the
most recent default rates available. Defaulted federd student loans cost taxpayers money and harm students.
Students with defaulted loans dso may face income tax offsets, wage garnishment, legd action, and collection
costs and interest.

( Regional State Default Rates h

7.00% A 6.60%

5.90% 5.90%

6.00% A 5.20% 5.40%
5.00% A 4.50%
4.00% A 2 909 3.30% 3.40%

. 0
3.00% -
2.00% -
1.00% A
000% A T T T T T T T T

North South  Minnesota Nebraska Wyoming Colorado lowa Idaho Montana
\_ Dakota Dakota J

Source: FY 2001 Official CDR Summary Report



Federa education officids said the default rate peaked nationdly at 22.4 percent in 1990, prior to federd
legidation amed at curtailing student loan abuses. They attribute the drop in defaults to improved credit
counsdling, more flexible repayment schedules, and low interest rates.
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Default Rate of South Dakota’s Public Universities

South Dakota s default rate covers public, private, and proprietary ingditutions. The following table shows
default rate information for the Six public universitiesin the South Dakota Board of Regents' system compared
to an average default rate for al other South Dakota higher education ingtitutions reporting.

4 )
Default Rate at South Dakota Public Universities
6.0% 4.7%
4.0% 4 2.6% 2.6% 3.1% 2.7%
1. 6% O(y
vl , W
0.0% ~ T
Black Hills Dakota State  Northern South South Unlver5|ty of Other South
State University State Dakota  Dakota State South Dakota
University University ~ School of  University Dakota Institutions
Mines and
Technology
\. J
4 N\ )

Number in Default Number in Repayment

2000 1865 1810

BHSU  DSU NSU SDSMT SDSU  USD

: -l.ll O

1500
1000
500

996
380 487
.-.

BHSU DSU NSU SDSMT SDSU USD
J L J

Source: Department of Education Official Cohort Default Rate

For more information, contact Tracy Mercer at 605-773-3455 or send email to tracym@ris.sdbor.edu.





