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Helping employees pay off their student loans may be one strategy for 
attracting and retaining talented workers, especially Millennials.

by | Meera Oliva
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A s employers face the challenge of hiring and re-
taining talent in a competitive job market, they’re 
searching for innovative ways to engage their 
employees through compelling benefits. With 

Millennials making up a larger and larger share of today’s 
professionals, more employers are looking to student loan re-
payment as a benefit to attract and retain this debt-burdened 
bunch.

Scope of the Student Loan Debt Problem
Outstanding student debt in the United States has reached 

a staggering $1.4 trillion dollars, exceeding credit card debt, 
auto loans and home equity loans, and is second only to 
mortgages when it comes to outstanding consumer debt.1 
Today, seven out of ten students graduate from college with 
an average of $35,000 of student debt.2

Back in 1992, about half of students took out loans to pay 
for their undergraduate education, with an average of just 
$10,000.3 That’s an alarming increase in average debt in just 
25 years. It is a result of the cost of college tuition rising much 
faster than the rate of inflation4 and the amount of govern-
ment aid available not keeping pace with the increase in tu-
ition costs.5

What it largely means is that today’s young profession-
als are entering the workforce more deeply in debt than the 
generations that came before them. So while employers reap 
the benefits of having an educated workforce, the cost to the 
individual to attain that education has never been so high. 

Impact of Student Debt
Much attention is paid to the increase in the cost of col-

lege and the rising student debt problem in general, but it 
is important to understand the impact that the debt has on 
individuals’ lives. A recent study by Oliver Wyman, The Stu-
dent Loan Repayment Benefit: Opportunities to Serve a Press-
ing Financial Need, shows that 80% of working professionals 
with student debt consider that debt to be a source of either 
significant or very significant stress. 

Studies have also shown that young adults with student 
loan debt are delaying homeownership as they struggle to 
save for a down payment or have difficulty qualifying for 
a mortgage because of their debt-to-income ratio.6 In ad-
dition, the cost of living in the U.S. tends to be greatest in 
major metropolitan areas, where young professionals flock 
because employment opportunities are most abundant. This 
high cost of living further constrains the ability of those with 
student loan payments to save money for a down payment, 
since much of their income goes to student loan payments 
and housing costs such as rent.7

It’s not just today’s expenses with which people with stu-
dent loan debt struggle. Student loan debt has an impact on 
an individual’s ability to save for the future and plan for re-
tirement. A 2016 study by Aon Hewitt shows that workers 
with student loans participate in employer-sponsored re-
tirement plans at a lower rate than workers without student 
loans, and workers who do participate are contributing less 
than their counterparts without student debt.8 This means 
that the impact of carrying student debt in his or her 20s can 
follow a professional well into retirement age.

While we can see the impact that student loan debt has 
on individuals, it’s more difficult to quantify the impact that 
it has on the overall economy. What we do know is that there 
are 44 million people who may be delaying homeownership 
and have less money to invest and less disposable income 
to spend on cars and other consumer goods that drive the 
economy. 

While that does sound a little doom and gloom, there are 
some silver linings in all of this news. For example, student 
loans help people go to college who may not have been able 
to afford to go otherwise. Recent data from the U.S. Depart-
ment of Labor show that the unemployment rate for people 
who have completed a college degree is less than half of what 
the unemployment rate is for people who have completed a 
high school education.9 In addition, college graduates earn 
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takeaways
•  As seven out of ten students graduate from college with an 

average of $35,000 in student debt, today’s workers are more 
heavily in debt than prior generations.

•  One study shows that 80% of working professionals consider 
student debt to be a source of significant or very significant 
stress.

•  A small number of employers offer student loan repayment 
assistance programs to their employees as a strategy to attract 
and retain talent.

•  Employers typically offer contributions of $100 per month 
toward an employee’s loan principal, with many capping total 
contributions at $5,000 to $10,000.

•  Employer-based student loan contributions are treated as 
income and are taxed.
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significantly more over the course of 
their lifetime than those who do not 
graduate college, making the invest-
ment in education still worthwhile.10

Overall, enabling people to go to 
and graduate from college is a good 
thing for the individual. Our society in 
general, and businesses in particular, 
benefit from having a more educated 
workforce, which can lead to a higher 
employment rate, where individuals 
earn higher incomes, generate more 
tax revenue and have more money to 
spend. 

Student Loan Repayment  
as a Benefit

With so many young professionals 
entering the workforce with student 
debt and many employers looking for 
ways to attract and retain talent in a 
competitive job market, it is not sur-
prising that some companies have be-
gun to offer student loan repayment as-
sistance as an employee benefit. 

The benefit usually works with the 
company defining a monthly contribu-
tion to be made directly to the employ-
ees’ student loan account. The intention 
is for the contribution to be made as an 
extra payment to the principal of the 
loan, rather than subsidizing the em-
ployee’s monthly payment. By doing 
this, the company is helping the em-
ployee get out of debt faster by paying 
down the principal, and for a lesser to-
tal cost, because the reduced principal 
results in less interest capitalizing over 
the life of the loan. 

Even small payments can have a 
significant impact. For example, contri-
butions of $100 made over the life of a 
loan with a starting balance of $35,000, 
an interest rate of 5% and a repayment 
term of ten years could take more than 

20% off the total cost and over two 
years of repayment time off the life of 
the loan. 

There are companies that will ad-
minister the benefit on behalf of an 
employer. These service providers have 
experience making payments directly 
to student loan servicers, can validate 
the employees’ student loan accounts 
prior to making payments and can pro-
vide employees a way to manage which 
of their loans will receive the contribu-
tions. Student loan repayment provid-
ers typically charge a per employee per 
month fee in addition to setup fees.

Surveys show that a small percent-
age of employers currently offer a stu-
dent loan repayment benefit ranging 
from roughly 2% to 4%.11 While this 
number of companies is still small, 
progressive employers such as PwC, 
Fidelity Investments, Staples, Penguin 
Random House and Aetna are among 
those who have begun to make direct 
contributions to employees’ student 
loan accounts. Employers typically of-
fer contributions of $100 per month, 
and some even increase the monthly 
contribution amount over time to fos-
ter retention. Some companies choose 
to implement a waiting period before a 
new employee is eligible, and others of-
fer the benefit to specific groups of em-

ployees—like new college grads. Many 
companies cap the amount of contribu-
tions an employee can receive, at any-
where from $5,000 to $10,000, though 
others allow employees to receive con-
tributions until their loans have been 
paid in full. 

With student loan repayment ben-
efits, employers have tremendous flex-
ibility to build a program that is right 
for the unique needs of their workforce. 
Other options for assisting employees 
in managing student loan debt include 
offering employees the opportunity to 
refinance their student loans through 
select providers and providing content 
and tools to help employees understand 
their repayment options. 

It’s still too early to tell whether of-
fering a student loan repayment ben-
efit leads to an increase in employee 
retention, but the Oliver Wyman re-
search showed that 90% of working 
professionals with student debt would 
be more likely to accept a job offer, 
recommend a company to a friend or 
want to stay at their current employer if 
they received a student loan repayment 
benefit from their employer. In addi-
tion, 58% of respondents with student 
debt would choose receiving extra con-
tributions to their student loans over 
additional contributions to their retire-
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ment funds from their employer. In the 
same survey, 45% of respondents with 
outstanding student debt chose student 
loan repayment as the most desirable 
benefit among six potential options, 
including retirement and health care 
contributions. 

With seven out of ten people 
graduating college with student debt, 
companies that hire a lot of younger 
professionals can differentiate them-
selves by offering a benefit that their 
employees value and that attempts to 
alleviate a source of stress. Companies 
that offer student loan repayment as-
sistance are sharing in the burden that 
the increase in college costs has put on 
its employees. 

One drawback to offering a student 
loan repayment benefit is that there is 
currently no tax advantage for either 
employer or employee. Under current 
laws, employer-based student loan 
contributions are treated as income 
and are taxed accordingly. This means 
that while most employees enjoy see-
ing their monthly contribution appear 

in their student loan account, they 
also see the taxes on that contribu-
tion come out of their paycheck each 
month. There are bills that have been 
introduced into Congress that would 
make employer contributions to stu-
dent loans tax-free for the employer, 
including H.R. 795, the Employer Par-
ticipation in Student Loan Assistance 
Act. 

Another concern raised by some 
employers is whether it is fair to offer 
a student loan repayment benefit when 
not all employees have student loan 
debt. When companies evaluate their 
overall benefits package, their goal is to 
offer a suite of benefits that collectively 
meets the needs of their workforce. 
From parental leave to gym reimburse-
ment to commuter benefits, employees 
take advantage of the benefits that are 
relevant to their lives and understand 
that the other benefits may be relevant 
to their co-workers. In addition, many 
companies that offer student loan re-
payment as a benefit may find that even 
their employees who don’t have student 

debt are proud to work for a company 
that is taking steps to alleviate the stu-
dent debt problem.

Today’s workforce has never been 
more educated, and they have also 
never been more in debt. Employers 
that help their employees shoulder 
the burden of paying for education 
through student loan repayment bene-
fits may find the benefit provides a tool 
for recruiting and retaining employees 
while also reducing their employees’ 
stress. 
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