Data: LCCC Student Defaults Higher
Area private schools had default rates below national average, according to figures.

By Mark Guydish mguydish@timesleader.com, Education Reporter
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Two years after they begin payments, Luzerne County Community College students are 35 percent more likely to default on federal college loans than students attending public institutions nationwide, according to new data compiled by the Chronicle of Higher Education.

University of Scranton students, on the other hand, are 54 percent less likely to default in two years than private college counterparts across the country. The area’s other private institutions – Wilkes University, King’s College, Misericordia University and Marywood University -- all had default rates below the national average for private schools.

The Chronicle used “preliminary data” on defaults released by the federal government to calculate two-year and three-year defaults, and noted that the data could have errors.

The information is timely because, as LCCC Director of Financial Aid Mary Kosin pointed out, the federal government has taken over administration of federal loans – making them “direct loans” by cutting out private banks and other institutions such as Sallie Mae that previously administered the money.

The government has been talking about clamping down on institutions with high default rates, and the Chronicle’s review showed that private, for-profit colleges have a substantially higher default rates than private non-profits.

For example, the heavily advertised for-profit University of Phoenix, offering online degrees, has a two-year default rate of 12.9 percent and a three-year rate of 22.8 percent. Both are more than double the national average for private schools.

Lower default rates

The data show that private institutions in general have lower default rates than publicly funded schools such as LCCC.

The national average two-year default for private schools is 3.7 percent, while the average for public schools is 6 percent. The three-year default rate goes up to 7.1 percent for privates and 10.8 percent for publics.

LCCC’s two-year rate was 8.1 percent, and its three-year rate was 12.8 percent, but the data does not distinguish between four-year public schools and two-year schools such as LCCC.

Kosin said that’s an important distinction.

“We have a high non-traditional population,” she said, referring to students who did not go directly from high school to college. “We have more independents, more people who lost jobs and are trying to retrain.”

Which means they have no family helping offset costs and must cover daily bills while paying for school.

“They are using their loans to live on,” Kosin said.

While LCCC’s two- and three-year default rates are higher than the average for public colleges, Kosin said the school’s single-year rate has been going down, from 8.1 percent in 2009 to 7.3 percent this year.

Kosin also said that, while the college does not lose money when a student defaults on a federal loan, the decision by Washington to go to a direct loan system will cost the college more.

“When the federal government took over with direct loans, they left all the default management in our hands. That used to be done by the private loan services and the banks,” Kosin said. “It a large responsibility and we don’t have the manpower.”

Adult-student factor

University of Scranton Financial Aid Director William Burke also said it’s understandable that LCCC has a higher default rates than the area’s private, non-profit institutions. LCCC serves a large population of adults looking for work, which naturally makes their finances less secure.

Scranton, on the other hand, gets many students from families that “provide financial aid and guidance during college.”

The result: The rate of first-year students who continue to the second year “is very high,” and the rate of those graduating within six years also is “consistently above 60 percent.”

Students who stay in school and earn their degrees are more likely to get good jobs and be able to repay their loans.

Marywood Vice President for Business Affairs Joe Garvey said failure to earn degrees may be a big reason private, for-profit schools have higher default rates than their non-profit counterparts.

“The government is looking at them as diploma mills. People apply, they are promised an education that will lead to a better job, they sign up for a loan, and in many cases they don’t finish the program. But even if they do, there are few if any jobs available to them,” Garvey said.

Misericordia President Michael MacDowell echoed Garvey, noting there are three factors that keep defaults low: “Get students through in a reasonable amount of time … have a high (job) placement rate … and finally, the richer the parent the lesser the default rate.”

On that last one, MacDowell noted local schools such as Misericordia and King’s have a long tradition of serving students who are the first generation in their family to attend college – which often means their parents are not wealthy – yet the default rates remain low.

“About 48 percent have parents who did not graduate from college, yet these kids are coming through and not defaulting,” MacDowell said.

Pressure to grow

All those interviewed agreed the pressure on students to default will likely grow if proposed cuts in state and federal student aid are enacted.

Gov. Tom Corbett has proposed reducing the amount of money offered by the Pennsylvania Higher Education Assistance Agency, and Republican lawmakers in Washington have proposed reducing money available for federal Pell grants for college students.

“I don’t see this as influencing default rates significantly,” MacDowell said. “But for kids on the margin, every bit of increased costs will lead to higher default rates.”
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