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Over the past few years, a number of public policy groups have provided national level 
reports attempting to highlight the impact that an increase in college costs is having on student 
borrowing rates.  Most recently, media reports have focused on a new report by The Project on 
Student Debt that shows South Dakota students are more likely to leave college with loans 
than graduates in any other state, with 75 percent of South Dakota's class of 2010 graduated in 
debt. That's compared to 42 percent of graduates in Wyoming, 62 percent in Nebraska, 71 
percent in Minnesota, and 72 percent in Iowa.  As far as the amount of debt, South Dakota 
ranked 25th in the nation as the average student in the state owes more than $23,000 at the time 
of graduation.   

Education Sector, a non-profit think tank in Washington, D.C., issued a research report in 
August 2011 entitled Debt to Degree: A New Way of Measuring College Success.  This report 
outlined Education Sector’s efforts to develop a new indicator of postsecondary accountability 
that is premised on the simultaneous consideration of 1) student debt incurred and 2) graduates 
produced.  Using a combination of public data available from IPEDS and a special dataset 
requested from the U.S. Department of Education, the report’s authors conducted a national 
analysis of institutional “value,” as defined by the following institution-level performance 
measure:1

                  Total Student Loan Debt ($) 

 

“Borrowing to Credential Ratio”  =  
          Certificates and Degrees Awarded (n) 

                                                 
1 The report’s technical notes provide additional detail about this calculation: “The borrowing to credential ratio is 
the product of two datasets.  The credential part of the ratio comes from the annual completion survey submitted by 
institution in the U.S. Department of Education’s Integrated Postsecondary Education Data System, or IPEDS.  This 
information tracks the number of certificates and degrees awarded at or below the bachelor’s degree level for 
thousands of colleges across the country.  Borrowing data, meanwhile, were provided by the U.S. Department of 
Education and include the total amount of federal student loan debt incurred by students attending any type of 
undergraduate program, broken down by institution and reported for the 2006-07, 2007-08, and 2008-09 academic 
years,” (p. 10, emphasis added). 
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The Education Sector analysis provides findings and discussion related to borrowing-to-

credential ratios for the 2006-07, 2007-08, and 2008-09 academic years, broken out by a variety 
of geographic and institutional characteristics.   
 

Two findings from this analysis can be seen as especially germane to SDBOR.  First, the 
national borrowing-to-credential ratio rose dramatically over the analysis period, climbing 35.8% 
from 2006-07 ($13,334) to 2008-09 ($18,102).  This finding suggests that, in general, college 
degrees granted today are accompanied by substantially more student debt than those granted 
only a few years ago.  Second, South Dakota’s historical borrowing-to-credential ratios do not 
compare favorably to those of most other states.  Combining data from 2006-07 through 2008-
09, South Dakota’s borrowing-to-credential ratio for public institutions is $19,969, a figure that 
ranks 6th highest in the country, and nearly doubles the national figure of $11,553. 
 
Student Loan Default Rates 
 

Data on student loan default rates also shows that although South Dakota students are 
more likely to graduate with some level of debt, South Dakota ranks among the top five states 
with one of the lowest default rates in the country.  According to the most recent data provided 
by the U.S. Department of Education, only 4.9% of South Dakota graduates default on federal 
student loans, and this rate declines to 2.9% for those graduating from the Regental system (see 
Attachment I).  Despite the optimistic outlook this has for students, these data reflect only 
federally subsidized loans that students take out, which may not fully cover the total cost of 
one’s education after considering the “Expected Family Contribution.”  To make up the 
difference a growing number of students are taking out private loans.  A recent report by the 
Project on Student Debt in 2011 found that during the 2007-08 academic year as many as 15% of 
undergraduate students took out a private loan.  This is up from only 5% just five years earlier at 
increase of more than $10 billion dollars ($6.5 in 2003-04 compared to $17.1 in 2007-08).   

This growth in student borrowing, when compared with student borrowing within the 
private sector, suggests that rising college costs makes it increasingly difficult for students to 
cover the total cost of their education without working more than 20 hours each week or 
attending part-time.  Each of these factors increases a student’s time to degree and likelihood for 
not completing their chosen program of study.  To provide a more comprehensive review of 
these and a number of funding issues, three panelists (Clark Wold, Great Lakes; David Martin, 
Financial Aid Director at SDSMT; Julie Pier, Financial Aid Director at USD) will present the 
Board of Regents with regional, state, and institutional context for financial aid issues that are 
currently facing students in the state.    
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Federal Student Loan Default Rates 
 

Each year, the US Department of Education releases data on federal student loan default 
rates.  These default rates refer to the percentage of federal student loan borrowers entering 
repayment in a given fiscal year who default on their loans by the end of the following fiscal year.  
Across all institutional types, the 2009 national cohort (those students entering repayment during 
FY2009) generated a cumulative loan default rate of 8.8%, compared to the 6.9% rate recorded for 
2008.2

 

  The 2009 default rate for all South Dakota colleges and universities (6.5%) ranked 
seventeenth lowest in the country. 

Additional analysis of USDOE data was undertaken to examine default rates in a three-year 
average format.  As seen in Table 1, South Dakota’s average default rate over the 2007-2009 period 
was 4.9%; this was substantially lower than the analogous national average.  After segmenting these 
results by institutional type, it was found that the state’s public institutions generated the lowest 
default rate across sectors, and ranked fourth best in the nation in this category. 

 
 

Since 2007, SDBOR universities have recorded default rates well below those of the state’s 
private, proprietary, and technical institutions (see Table 2).  Over this period, SDSU generated the 
lowest three-year average default rate (1.9%), followed by SDSMT (2.6%), USD (3.0%), DSU 
(3.2%), BHSU (3.9%), and NSU (5.4%).   
 

 

                                                 
2 These figures include fifty-state data only.  Institutions in American Samoa, the District of Columbia, Guam, 
Palau, Puerto Rico, and the Virgin Islands were excluded.  Data presented in this document may not correspond to 
those reported in earlier SDBOR Fact Book publications; whereas Fact Book tables historically have reported default 
rates in terms of institutional averages, the current document improves on this method by manually re-calculating 
default rates through pooled borrower and defaulter raw data. 

All Types Private Proprietary Public
South Dakota 4.9% 4.5% 10.3% 3.4%
United States 7.5% 4.0% 12.5% 6.4%
SD State Rank 10 31 14 4

Table 1
Postsecondary Loan Default Rates for 2007-2009 (3-Year Averages)

Institution Type 2007 2008 2009 3-Year Average
Private 4.0% 3.3% 6.2% 4.5%
Proprietary 8.0% 9.4% 13.5% 10.3%
Technical 3.9% 4.2% 6.9% 5.0%
Regental 2.2% 2.6% 4.0% 2.9%
All Types 3.8% 4.3% 6.5% 4.9%

Table 2
Postsecondary Loan Default Rates for 2007, 2008, & 2009 (South Dakota only)
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