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How Effective Are Loan Forgiveness 
and Service Scholarships for  

Recruiting Teachers?

Abstract
Recruiting and retaining talented 
individuals into the teaching 
workforce, especially in schools 
in underserved urban and rural 
communities, is challenging 
when college graduates face more 
lucrative professional alternatives 
and often carry significant student 
debt. Two promising approaches 
to attracting and keeping teachers 
in the profession are to offer loan 
forgiveness or service scholarships to 
prospective teachers—similar to what 
the medical profession has used to 
attract practitioners into underserved 
communities. Existing research on 
teacher and physician loan forgiveness 
and service scholarship programs 
suggests that, when the financial 
benefit meaningfully offsets the cost 
of professional preparation, these 
programs can successfully recruit and 
retain high-quality professionals into 
fields and communities where they are 
most needed.
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Introduction

Teacher shortages pose a recurring problem in American education. 
Teacher salaries lag behind those of other occupations that require a 
college degree, and young people often accrue significant debt to prepare 
for the profession. Recruitment and retention challenges are typically 
greatest in underserved urban and rural communities, as well as in 
subjects like math, science, and special education in which people can 
earn significantly higher starting salaries in private sector jobs. Even 
after adjusting for the shorter work year, beginning teachers nationally 
earn about 20% less than individuals with college degrees who enter 
other fields, a gap that widens to 30% by mid-career.1 Compounding this 
challenge, more than two-thirds of those entering the education field 
borrow money to pay for their higher education, resulting in an average 
debt of $20,000 for those with a bachelor’s degree and $50,000 for 
those with a master’s degree.2 College loans represent a significant debt 
burden for many prospective teachers and a potential disincentive to 
enter the profession.3

As in other professions, such as medicine, a promising approach to 
attracting and keeping teachers in the profession involves offering 
subsidies for preparation—loan forgiveness or service scholarships—tied 
to requirements for service in high-need fields or locations. If recipients 
do not complete their service commitment, they must repay a portion of 
the scholarship or loan, sometimes with interest and penalties.

The federal government and the states have long offered such incentives 
to medical professionals to fill needed positions and have periodically 
done so for teachers as well.4 In both medicine and teaching, research 
suggests that these programs have been successful when the subsidies 
are large enough to substantially offset training costs. More affordable 
than across-the-board salary increases, loan forgiveness and scholarship 
programs offer a targeted, short-term approach to increasing teachers’ 
overall compensation package at the time that it matters most to 
individuals’ career decisions.5
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Loan Forgiveness & Service Scholarship Programs in Medicine

Multiple studies have found that loan forgiveness and service scholarship programs are effective at recruiting  
and retaining healthcare professionals into geographic and practice areas with shortages. An analysis of  
43 studies exploring the effectiveness of financial incentive programs in recruiting and retaining healthcare 
workers in underserved areas found that financial incentives (including service scholarships, loan forgiveness, 
and loan repayment programs) contributed to large numbers of healthcare workers working in underserved 
areas.6 In addition, participants in these programs were more likely than non-participants to work in underserved 
areas in the long run.7 One study of state loan repayment programs and service scholarships for physicians who 
committed to work in underserved communities for a designated period of time found that 93% of participants 
completed their commitment, and approximately two-thirds remained in these communities for more than eight 
years.8 Another study of 229 medical students found that students who were more competitive at the time of their 
admission to medical school were more likely to say that they would be less likely to accept a service scholarship 
if it contained a penalty provision.9 In addition, 48% said they would be more likely to return to an underserved 
community in their home state if they received loan forgiveness to do so.10

Loan Forgiveness & Service Scholarship Programs for Teachers

The federal government and more than 40 states offer loan forgiveness and/or service scholarship programs 
to individuals interested in teaching.11 These programs are typically smaller and less consistently available than 
those for the medical profession. Nonetheless, the research that exists indicates that well-designed programs 
can influence the recruitment and retention of talented teachers in high-need areas and locations.

The more debt college students incur, the less likely they are to choose to work in a lower-wage profession. A 
recent study of students at a highly selective undergraduate institution found that incurring debt increased the 
odds that students chose “substantially higher-salary jobs” and “reduce[d] the probability that students [chose] 
low-paid ‘public interest’ jobs.” The influence of debt on job choice was “most notable on the propensity to work 
in the education industry.”12 In other words, the top-performing students were more likely to pursue a career in 
education when they did not have a large debt. Other research has found that minority students and students 
from low-income households perceive student loans as a greater burden than other students with similar 
student debt earning similar salaries.13 This research suggests that loan forgiveness and service scholarships 
may be especially effective for recruiting teacher candidates from low-income and minority backgrounds.

Research on loan forgiveness and service scholarship programs for teachers has found these programs are 
effective at attracting individuals into the teaching profession and particularly into high-need schools. For example, 
the National Science Foundation Robert Noyce Teacher Scholarship provides scholarships for prospective 
teachers in science, technology, engineering, and mathematics who commit to teach in high-need schools for at 
least two years per each year of funding. A 2007 survey of 555 recipients found that 56% of recipients identified 
the scholarship as influential in their decision to complete a teacher certification program. Approximately 70% 
of recipients noted that the scholarship influenced their commitment to teach in a high-need school and remain 
in such a school for the full term of their commitment.14 The higher the percentage of tuition covered by the 
scholarship, the greater the influence the funding had on the recipients’ decisions to become teachers and to 
teach in high-need schools.15
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A study of the Woodrow Wilson Fellowship program found that its recipients were more likely to teach students 
in high-need schools and more effective teachers. The program provides a one-year $30,000 service scholarship 
to high-achieving candidates who complete a master’s degree program in a STEM-focused teacher preparation 
program and commit to teach in a high-need school for three years. Based on data from the first year of the 
program in Michigan, the study found that recipients were two times more likely to teach low-income students 
and three times more likely to teach English language learners, as compared to non-fellows. The study also 
found that in Indiana, which had multiple years of data, recipients were more effective than both experienced 
and inexperienced non-recipients at raising minority students’ test scores in middle-school math, middle-school 
science, and algebra. Recipients were also almost twice as likely to persist in Indiana’s public high-needs schools 
as compared to non-recipients.16

A study of California’s Governor’s Teaching Fellowship (GTF) program, which also looked at participants in 
California’s Assumption Program of Loans for Education (APLE) loan forgiveness program, found that both 
programs had attracted teachers to low-performing schools and kept them in these schools at rates higher than 
the state average retention rate, despite such schools usually having much higher attrition.17 In exchange for 
teaching at least four years in a low-performing school, APLE provided loan forgiveness of $11,000 to $19,000, 
while the GTF provided $20,000 scholarships to a more selective group of prospective teachers.18 The authors 
of the study suggest that the GTF recipients “had weaker predispositions” to teach in low-performing schools 
than the non-recipients in their study (i.e., individuals who only received APLE loan forgiveness), and that about 
two of every seven fellowship recipients would not have taught in such schools in the absence of the incentive.19

In 2003, the Illinois Student Assistance Commission conducted a study of the state’s two loan forgiveness 
programs that provided $5,000 for each year of postsecondary schooling in exchange for a one-year teaching 
commitment per each year of subsidy. It found that, of the 1,167 recipients who had passed the grace period 
of loan deferment, 86% were repaying or had repaid their loans through teaching and 14% were pursuing other 
careers. Of those who received and accepted teaching positions after graduation, 43% indicated the program 
was very influential in their decision to become a teacher.20

Additional research suggests that loan forgiveness and scholarship programs also attract high-quality 
individuals to the teaching profession. A survey of 400 National and State Teachers of the Year found that 
75% and 64% of the teachers said that “scholarship programs for education students” and “student loan 
forgiveness programs” were the most effective recruitment strategies for new teachers, respectively.21

A longitudinal study of the North Carolina Teaching Fellows Program (see next page)—a long-standing 
scholarship program that recruited high-ability high school graduates and provided them an enhanced teacher 
preparation program in exchange for a commitment to teach for at least four years in the state—found that 
these fellows not only had higher rates of retention, but they were also generally more effective educators than 
their peer teachers as measured by test score gains of their students.22 As shown in Figure 1, more than 90% 
of Teaching Fellows returned for a third year, and 75% returned for a fifth year, as compared to other in-state 
prepared teachers (80% and 68% respectively).23

A recent study of the Florida Critical Teacher Shortage Program (FCTSP) suggests that loan forgiveness 
payments to teachers in hard-to-staff subject areas contribute to their decisions to stay in the profession, as 
long as they are receiving the financial stipend.24 The FCTSP provided loan forgiveness of $2,500 per year 
to undergraduates and $5,000 per year to graduates, up to $10,000. The study found that loan forgiveness 
“significantly reduces the probability of exit” for teachers of middle- and high-school math and science, foreign 
language, and English as a Second Language.25
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Figure 1: Percentage of Teachers Who Remain Teaching in North Carolina 
 Public Schools
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Note: This figure depicts the percentage of teachers who return for a third and fifth year of teaching in North 
Carolina public schools for three cohorts of first-year teachers, regardless of subject taught, 2004–2005, 
2005–2006, and 2006–2007.
Source: G. T. Henry, K. C. Bastian, and A. A. Smith, “Scholarships to Recruit the ‘Best and Brightest’ Into 
Teaching: Who Is Recruited, Where Do They Teach, How Effective Are They, and How Long Do They Stay?,” 
Educational Researcher 41, no. 3 (2012): 83–90.

While numerous studies have found that loan forgiveness or service scholarship programs covering a significant 
portion of tuition and/or living costs are effective in recruiting teachers into the profession and especially 
into high-need schools and fields, some studies have found that programs that provide small amounts are 
not effective. A study of the Arkansas State Teacher Education Program suggests that the small amount 
of money—on average $3,000 per year—provided to teachers who taught in high-need districts was too low 
to attract teachers given the much higher salaries in nearby districts.26 In another study, 82% of surveyed 
recipients of Oklahoma Future Scholarships, which range from $1,000 to $1,500, reported that they would 
have gone into teaching science (the focus of the scholarship) even without the scholarship.27 Again, the small 
amount of the scholarship suggests that minor financial stipends do little to attract individuals into teaching in 
hard-to-staff schools and subjects who would not otherwise be interested.

A U.S. Government Accountability Office (GAO) study of federal grant and loan forgiveness programs for teachers 
suggests that how a program is structured also influences its success. In reviewing the TEACH grant program, 
which provides up to $16,000 in grants to prospective teachers who agree to teach in a low-income school and 
high-need subject area for four years, the GAO found that one-third of TEACH grant recipients did not fulfill the 
grant requirements. Instead, their grants were converted to unsubsidized federal loans, with high levels of interest 
accrued over several years. The GAO criticized the program’s design and management, including the requirement 
that participants submit burdensome annual paperwork as well as an ineffective appeals process for recipients 
whose grants had been erroneously converted to loans.28
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The North Carolina Teaching Fellows Program

The North Carolina Teaching Fellows Program “aimed to create a pipeline of exceptional 
teacher-leaders for public schools throughout the state.”1 To do this, the program provided 
scholarships of $6,500 annually for four years to high-ability high school students to attend 
one of 12 public and five private in-state universities to participate in an enhanced teacher 
preparation program.2 From 1986 to 2015, the program recruited nearly 11,000 candidates 
into teaching, representing approximately 10% of all North Carolina teachers credentialed 
each year.3 In return, fellows committed to teaching in North Carolina public schools for four 
years. If fellows did not complete their commitment, their scholarship converted to a loan 
with 10% interest.

Fellows applied as high school seniors through a highly selective process that included a review 
of grades and test scores, a detailed application, essays, nominations from their guidance 
counselors, and multiple interviews. Only one in five were selected. A disproportionate number 
were men and teachers of color, both typically underrepresented in the teaching force.4 
Once admitted, fellows ranked their desired North Carolina university and were awarded a 
scholarship depending on acceptance from the university. 

As undergraduate students, fellows’ identities as teachers were cultivated early on. In addition 
to receiving the same teacher preparation coursework and clinical training as other teacher 
preparation candidates, beginning freshman year fellows participated in such enrichment 
activities as tutoring and field experiences in public schools, summer retreats, and seminars on 
pedagogy and professional development.

In the 2013–14 school year, more than 4,600 fellows were teaching in public schools in 
all 100 counties in North Carolina. Many fellows have gone on to become principals and 
superintendents in the state.5 Mount Airy City Schools Superintendent Greg Little says the 
scholarship “allowed me to go to college and not have crippling student loans. I became a 
superintendent in large part because I did not have crippling school loans that precluded me 
from pursuing my master’s degree and doctorate.”6

1. Todd Cohen, “A Legacy of Inspired Educators” (North Carolina Teaching Fellows Program, 2015), http://www.ncforum.org/
wp-content/uploads/2013/05/PSF_TeachingFellowsReport_WEB.pdf.

2. See Cohen, “A Legacy of Inspired Educators.” See also Barnett Berry, Keeping Talented Teachers: Lessons learned from the 
North Carolina teaching fellows, North Carolina Teaching Fellows Commission (1995).

3. U.S. Department of Education, “North Carolina, Section I.g Teachers Credentialed,” Title II Higher Education  
Act, accessed October 29, 2015, https://title2.ed.gov/Public/Home.aspx.

4. Henry, Bastian, and Smith, “Scholarships to Recruit the ‘Best and Brightest’ Into Teaching: Who Is Recruited, Where Do 
They Teach, How Effective Are They, and How Long Do They Stay?”

5. Cohen, “A Legacy of Inspired Educators.”
6. Cohen, “A Legacy of Inspired Educators.”

http://www.ncforum.org/wp-content/uploads/2013/05/PSF_TeachingFellowsReport_WEB.pdf
http://www.ncforum.org/wp-content/uploads/2013/05/PSF_TeachingFellowsReport_WEB.pdf
https://title2.ed.gov/Public/Home.aspx
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Loan Forgiveness: One Teacher’s Story

After spending a summer in college teaching low-income students 
in San Jose, CA, Irene Castillon knew she wanted to work to improve 
educational opportunities in under-resourced communities. As the 
first in her family to graduate high school, Castillon understood from 
personal experience the role education plays in creating pathways to 
opportunity. Without a service scholarship and a forgivable loan, the 
cost of a teacher preparation program would have been prohibitive, 
and Castillon—now a sixth-year teacher—might have instead chosen 
another role in the education ecosystem.

“Teachers lead by example, and we need more passionate teachers 
that want to enter the profession to set this example for future 
generations,” says Castillon, who teaches history at Luis Valdez 
Leadership Academy. Her passion and accomplishments have  
inspired countless students who identify with her life experiences. The daughter of immigrant 
parents from Mexico, Castillon grew up in a low-income community outside of Los Angeles and 
received Perkins and Stafford federal loans to finance her undergraduate studies at Brown University.

As college graduation approached, Castillon knew she wanted to be involved in education, but she 
was unsure the path to become a teacher was the right one for her. Her parents were struggling 
financially, and, like many young people, Castillon felt competing tugs—to continue her education 
at the graduate level or to enter the workforce so she could help to support her family.

Fortunately, Castillon learned about multiple funding sources for her graduate teacher 
preparation studies. She received loans and service scholarships that covered 100 percent of her 
graduate studies and helped “fight against her urge” to return home after graduating from Brown, 
including the Assumption Program of Loans for Education forgivable loan, the Woodrow Wilson-
Rockefeller Brothers Fund Fellowship for Aspiring Teachers of Color, and an Avery Forgivable 
Loan for Stanford students. 

“Without the financial assistance, I don’t think that I would have enrolled in a teacher preparation 
program and pursued a Master’s degree,” says Castillon.

After graduating from Stanford’s teacher preparation program six years ago, Castillon taught 
history and government at Downtown College Prep in San Jose. In 2014 she moved to the Luis 
Valdez Leadership Academy in East San Jose, where she is the Founding Academic Dean and 
Mexican-American history teacher. Both schools serve a student population that is more than 90% 
low-income and Latino—students that the loan forgiveness programs incentivized Irene to teach. 
Castillon is also pursuing an administrative credential at San Jose State University.

Castillon’s passion for teaching has encouraged her first-generation students to believe that  
higher education, even teaching in their own community one day, is within their reach. One of  
her students—a DREAMer on a full-ride scholarship at Loyola Marymount University—wrote her 
this note: “I thank you for … believing in me when I didn’t believe in myself and making me fall in 
love with history and teaching. Can I be like you when I grow up? I want to be someone’s  
Ms. Castillon one day!”

Castillon (right) with a former student at 
Brown University.
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Conclusion

Existing research on teacher loan forgiveness and service scholarship programs suggests that, when the 
financial benefit meaningfully offsets the cost of a teacher’s professional preparation, these programs can be 
successful in both recruiting and retaining teachers. Research suggests that the following five design principles 
could guide the development of loan forgiveness and service scholarship programs:

1. Covers all or a large percentage of tuition.

2. Targets high-need fields and/or schools.

3. Recruits and selects candidates who are academically strong, committed to teaching, and  
well-prepared.29

4. Commits recipients to teach with reasonable financial consequences if recipients do not fulfill the 
commitment (but not so punitive that they avoid the scholarship entirely).30

5. Bureaucratically manageable for participating teachers, districts, and higher education institutions.

Importantly, research finds that these programs are effective at attracting strong teachers into the    
profession generally and into high-need schools and fields in particular. Research also finds that these 
programs are successful in promoting teacher retention. Teacher loan forgiveness and service scholarship 
programs provide states and districts with options for addressing the high rate of attrition at disadvantaged 
schools that occurs when schools must recruit candidates without the preparation or incentives that would 
strengthen their commitment.31
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