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Lifestyle-Friendly Strategies to Manage Student Loan Debt

As much as a college degree can serve as an important stepping-stone to a new job, an advanced degree or whatever comes next in life, that stepping-stone can quickly turn into a heavy financial burden for many college graduates. Indeed, seven out of 10 college seniors who graduated with a bachelor’s degree in 2012 had student loan debt, and those with debt carried an average burden of $29,400, according to a new report from the Project on Student Debt at The Institute for College Access & Success (TICAS). And that burden is only getting heavier. From 2008 to 2012, TICAS reports, debt at graduation (federal and private loans combined) increased an average of six percent a year. 

Significant college debt “puts a person in such a cash-flow crunch, especially if they didn’t walk right out of college, into a career where they’re making a six-figure salary,” says certified financial planner Rebecca L. Kennedy, who heads Kennedy Financial Planning in Denver, Colo.  

The amount of the debt itself can be daunting, and so, too, can the complexity of that debt, which is often spread across multiple loans, some from public sources (typically the U.S. government and state entities) and some from private lenders, with varying interest rates and repayment terms to boot. All of which can make managing student loan debt a stressful undertaking for recent graduates.

The last thing a recent college grad wants or needs is to feel overwhelmed by student loan debt upon leaving school. The personal finance experts at the Financial Planning Association suggest that graduates consider taking several steps to lighten the burden and simplify their financial lives as they attempt to find solid financial footing after college. Those include:

• ANALYZE by taking stock of your cash-flow situation. How much money do you have coming in (income) and going out to cover expenses and obligations (utilities, food, housing, transportation and, of course, education loans) on a monthly basis? This snapshot allows you to see how much money you have (if any) to dedicate to paying down college loans — a vital first step in managing that debt, according to Kennedy.

• ORGANIZE. If your college debt is linked to more than one loan, compile information on each loan — lender, length and amount, rate, repayment schedule, etc. — in a spreadsheet, then use a free tool such as Powerpay.org or Studentloans.gov (via the “managing repayment” tab) to see different repayment options based on your current income and your debt-to-income ratio.

• OPTIMIZE. For grads struggling to find the means to meet their federal loan obligations, Uncle Sam offers income-based repayment programs such as Pay As You Earn (PAYE), part of the federal income-based repayment (IBR) program (IBRinfo.org).  PAYE may also forgive remaining debt, if any, after 20 years of qualifying payments. Loan forgiveness programs are also available to people with federal loan obligations who are working in certain public-service professions, such as teaching. The Public Service Loan Forgiveness program (http://studentaid.ed.gov/repay-loans/forgiveness-cancellation/charts/public-service) will forgive remaining debt after 10 years of eligible employment and qualifying loan payments.

Loan consolidation, whereby multiple loans are rolled into one, is another alternative worth considering for its ability to simplify payments and terms, says Kennedy. Interest rate negotiation can be a viable option for people with college loans from private lenders, as can be refinancing the debt with a home equity line of credit. 

• MOBILIZE. Seek the help of a financial planner — an expert who not only can provide valuable advice and guidance about options such as loan consolidation, refinancing, and renegotiation, but also devise a repayment plan based on an analysis of your current financial situation. “It’s really about laying out a concrete plan,” says Kennedy. “When you understand the numbers and have a plan in place, it all seems much more doable.”

A financial planner or accountant also can shed light on tax breaks and tax strategies that can lessen the burden of student loan debt. 
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