
Changing Student Lives 
                        for the Better



The Case for Income Share Agreements

As students we have been trained to study, examine, question, and 
propose solutions. With first-hand experiences of student loan 
burdens, we figured it was time somebody stepped up to tackle this 
growing economic problem. We started by asking the same questions 
that are asked in class: What is the problem? What is causing 
the problem? And, how can we change these underlying factors 
in our favor?  

We are amidst a student loan crisis! Since 2003, there has been a six-fold increase in student 
loan debt, increasing median debt by $10,000 per borrowing household. The major issue is the most 
manifest in the borrowers’ inability to repay: student loan default rates are at about 11.5%. After 
accounting for the repayment difficulties in the early stages, the default rate on federal student loans 
is 42%, and is rising fast. The result: the financial future of millions of Americans is at stake!

Student loan debt problem has profound ripple effects across our entire society. Quite simply, 
education – particularly higher education – has been the cornerstone to economic progress and 
social mobility in America, which in turn, has helped strengthen the American middle class. Recent 
research by Opportunity Insights team has proven that rates of absolute social mobility (defined 
by children earning more disposable income than their parents) have declined from ninety to fifty 
percent over a 40-year span while national inequality has bubbled up, with the top 10% of Americans 
earning over 30% of the national income. We believe that affordability and quality of higher education 
is at the root of several such social inequities. 

So, we must ask ourselves: what is so different in our society today that has caused such 
a drag on the collective future of college students and graduates? There are several factors 
and many answers, however, we would arrive at more sustainable solutions by focusing on the 
underlying causes.



OUR SOLUTION
Stride is excited to be part of the solution to these underlying causes leading to student loan crisis. We believe replacing student 
loans with thoughtfully designed ‘Income Share Agreements’ (ISAs) would help avert the crisis. Stride ISAs will structure student 
repayments as a percentage of their future income, as opposed to a percent of one’s loan. This protects the financial future of 
students, and changes the way in which students, universities, and lenders approach student financing. 
 
This way of financing is path-breaking because it changes student lives for the better. Since one is paying based off his or her 
income level, they will be paying less money when they earn less and paying more later in their career when they earn more. 
Thus, the stress of immediate repayment on graduation is relieved, and we help reduce the unsustainably high and continually 
rising default rates! 

In doing so, we are bringing a new approach to measuring effectiveness of institutions of higher learning. Our income prediction 
models take into account the university one is enrolled in, and the program they are enrolled in. The best way to accomplish this 
is to offer lower income shares to universities that have a track record of graduating students with higher incomes and higher 

loan repayment rates. This means that students who choose to attend high-quality 
universities will get more attractive repayment terms. Inversely, universities that offer 
less value will be forced to change their ways – universities would adjust their costs 
and fees based on the economic value added, creating a sustainable student financing 
eco-system. 

Universities would be more inclined to underwrite their students, if they are joined by 
corporations who care about the financial health of their future employees. Creating this 
new eco-system calls for a holistic approach in sharing the economic risks and returns 
in student financing. Stride is focused on this goal, working alongside thought leaders 
in education and senior executives across industry sectors.

SHORT-TERM JOBS In the new digital economy, the workforce is increasingly mobile and traditional jobs are carved out 
to multiple people. Over 40 percent of American workers are projected to be independent contractors 
working on short-term assignments by 2020. Their professional careers would be punctuated by 
periods of unemployment, in turn affecting the stability of their income streams and their student loan 
repayment ability.  Though corporations are increasingly taking advantage of the digital economy to 
increase their employee productivity, they are not investing to mitigate the increased burden on their 
younger employees. 

LOWERED VALUE OF 
EDUCATION

The price of college has been rising much more than the benefits have. Indeed, the price of college is 
more than two and a half times as much as it was for their parents even after accounting for inflation! 
While the benefits of college are much harder to measure, most would agree that these new financial 
burdens create an unmatched burden on its overall value. 

LACK OF 
ACCOUNTABILITY  

Students are not adequately diligent in selecting universities to attend. They rarely consider economic 
statistics of a school, like income trajectory and repayment ability of past graduates. Universities attract 
students with pretty campuses and sports teams, however few students find out the true indicators of 
quality such as placement rates, and student loan default rates.  

LACK OF REPAYMENT 
FLEXIBILITY

It is a stark reality that the student loan default rates are concentrated in years directly after college – 
of borrowers who started repaying in 2012, just over 10% had defaulted just three years later. Since 
jobs directly after graduation are usually the lowest paying (as young people progress through their 
careers they usually experience salary increases). Given that there is no flexibility in loan repayments, 
students are dedicating higher percentages of their incomes to loan repayments while they struggle to 
reach steady-state in their professional careers! 



WELCOME TO THE PACT! 

Stride is a mission-driven company that seeks to change lives for the better 
by replacing student loans with flexible income sharing agreements. 

We believe that our mission holds much potential for economic and social impact 
as America addresses the looming student loan crisis. 

stride@stidefunding.com


