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P ostsecondary education and middle-skills occupational training are viewed as impor-
tant paths to higher-paying jobs and careers.! Lifelong learning pathways geared
toward working learners aged 25 and older also seem essential for career advancement
and professional growth in the current job market. However, many learners face financial
and other barriers to accessing and completing occupational training.? The cost of educa-
tion has also increased across different types of institutions, while financial support for
education has declined.® Research also shows that learners of color have been excluded
from higher education opportunities because of inequities that are often rooted in histor-
ical and systemic racial discrimination and biases.*

In 2019, Social Finance, Inc., a national nonprofit that creates impact-first investments,
launched the UP Fund, a S50 million fund that aims to improve economic mobility by
expanding access to job training programs to underserved learners and learners from
low-income backgrounds.® The UP Fund enables learners to enroll in short-term, sec-
tor-based occupational training programs with access to career and supportive services
without paying up-front tuition costs. Learners enter into “income share agreements”
(ISAs) that are intended to repay tuition costs. This is achieved by learners committing to
repay a fixed percentage or amount of their income over a set term and up to a capped
amount. However, this repayment obligation is contingent upon the learner’s earnings
meeting a minimum income threshold. (See the discussion below.) The UP Fund’s Career
Impact Bond (CIB) model focuses on providing ISAs to learners from low-income back-
grounds who might not otherwise have access to the training programs. The CIB model
also emphasizes the importance of comprehensive support services to help learners
achieve career success.
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With support from Strada Education Foundation, MDRC launched a multisite, multiyear study of
the UP Fund’s CIB model in 2022. The study includes four training providers that enroll learners
financed by the UP Fund across multiple industries. The study has four main goals:

® Build knowledge on whether the CIB model can increase affordability and access to short-term
training courses.

®* Document the experiences of learners in these programs.
® Examine learners’ short-and long-term outcomes.
* Assess whether the CIB model is a sustainable and scalable financial model.

This brief provides an overview of the study, details of the UP Fund’s CIB model, and early imple-
mentation findings. Initial results suggest that individuals who enrolled in a training program
supported by the UP Fund learned helpful skills to find jobs in their chosen careers. Many also
reported that without access to ISAs, it would have been difficult to pay for the training programs.
However, the findings show that some learners had difficulty understanding the terms of the ISA,
and more than half of the learners required to make ISA repayments were not doing so after grad-
uating from their training programs. The initial results also indicate that ISA repayment outcomes
vary by learner subgroups defined by race, age, gender, and educational attainment. Finally, the
study’s early findings reveal challenges in implementing the model given the ISA market’s evolving
regulatory environment (at both the federal and state levels). A final report expected at the end of
2024 will present longer-term outcomes and address other research questions.

The CIB Study

The CIB study has two main components: an implementation study, which assesses the processes,
challenges, and outcomes associated with the implementation of the program; and an outcomes
study, which follows learners over time and collects data to measure their results.

The research team will examine the entire lifecycle of the CIB model, starting with the application
and enrollment process through the learners’ ISA repayments. Box 1 shows the core research
questions — categorized as pre-program, program, and post-program —that are critical to under-
standing whether the CIB model achieves its goals.

To answer these questions, the study is using various data sources, including training provider
enrollment information; learner baseline surveys; longitudinal learner interviews; staff member,
servicer, and employer interviews; follow-up surveys administered 6 and 18 months after program
enrollment; and administrative data from ISA servicers.® Throughout the study, MDRC also con-
vened a community-based learning collaborative, made up of current learners, graduates, and
provider staff members, and an advisory group, made up of professional researchers and practi-
tioners, to ensure the research reflects a diverse audience and is responsive to the community’s
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Box 1. Career Impact Bond Study Research Questions

Pre-Program Program Post-Program
» Who is served by the » Does the * What are learners’
UP Fund’s training training program labor market
providers? meet learners’ outcomes, and do they
expectations? vary by subgroups?
- What factors
influence learners’ » Do learners’ » What are the
access to the training experiences vary by facilitators and
providers and income subgroups, defined barriers to both
share agreements by race, gender, employment and ISA
(ISAs), and what are or educational repayment?
the equity attainment?
implications? * How do learners
» What are the feel about their ISA
 What do learners facilitators and obligations after the
understand about the barriers to program program?
training programs and completion?
financing options prior * How do learners feel
to enrolling? » How is the program about the return on
model implemented? their investment?

Cross-cutting research questions

» Are there disparities in access, learners’ experiences, or outcomes across training
providers or across subgroups defined by race, gender, age, or education?

» What are the cross-cutting lessons to better serve learners from low-income
backgrounds and learners of color?

needs. The learning collaborative and the advisory group helped to inform the research plan and
interpret the study findings.

The CIB study adds to the body of evidence about the role that short-term occupational skills
training plays in helping individuals to obtain the skills needed for middle-skill jobs. It will also
provide evidence on how individuals who enter into ISAs experience them. Finally, the study’s find-
ings may suggest insights about “pay it forward” models and other outcome-based financing in
postsecondary education.”
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Characteristics of the UP Fund’s Training Providers and
Participants in the CIB Study

The study focuses on all learners who enrolled in programs offered by four UP Fund training pro-
viders between 2019 and 2023 and signed an ISA to finance their tuition.?2 Table 1 provides an
overview of the training providers participating in the study.® All training providers are for-profit
organizations that serve learners across the United States. The cost of the training programs to
learners ranged from $8,750 at Clinical Research Fastrack (CRF) to $35,000 at Acuitus. Programs
are expected to last from 5 to 23 weeks. The providers offer different types of training in informa-
tion technology, software engineering, clinical research management, and diesel technician skills.
Most training sessions are conducted remotely, except for those provided by the American Diesel
Training Centers (ADTC), which are in person.

Table 1. Overview of UP Fund Training Providers, CIB Study

Clinical
American Diesel Research
Program Alchemy Training Centers Fastrack
Characteristics Acuitus Code Lab (ADTC) (CRF)
Program cost? (S) 35,000 24,000 10,000-11,743 8,750
Program length® 22 23 5-10 5-11
(weeks)
Location Nationwide Nationwide Ohio, lowa, South Nationwide
Carolina, Montana,
Washington
Type of training Information Software Diesel technician Clinical
technology engineering research
management
Services Career services Living expenses Toolset financed Career
financed by CIB; by CIB; employer- services
career services backed income share
agreement; career
services

SOURCE: Study training providers.

NOTES: e«The ADTC cost of training is $10,000 without a toolset and $11,743 if a toolset is included.

"Program length can differ from the expected length for some participants. For instance, CRF’s
training includes asynchronous portions and some Acuitus learners take longer to complete the program
or can pause their training.
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Among all providers, ADTC is the only program that offers employer-backed ISAs, in which pro-
spective participants are guaranteed a job with an employer and the employer pays the ISA while
the individual is employed with them. All training providers offer career services and some provid-
ers offer additional services such as tutoring and soft-skills training.”

As of April 2023, 1,701 individuals had signed an ISA with one of the UP Fund'’s training providers.
These providers serve a diverse mix of learners, and learners’ characteristics vary considerably by
provider. Table 2 summarizes selected demographic characteristics of the learners at enrollment
for each provider." As expected, most learners are male (84 percent), although there were notable
differences in the programs that may reflect the typical gender breakdown of the target sectors.
For example, many of the learners at CRF, which offers training in the healthcare field, are female.
About 44 percent of all learners are Hispanic or Black, and the average age is 29. The percent-
age of Black or Hispanic participants also varied by provider, from a low of about 28 percent at
Alchemy Code Lab (Alchemy) to a high of 80 percent at CRF.”? Most learners had at least some
college education, except for those in ADTC. These differences in educational attainment may also
be the result of the programs’ target populations. For example, Alchemy helps individuals enter
mid-level software development jobs, which may be one reason why so many Alchemy participants
have a college degree.

Learners who completed a baseline survey reported significant barriers to entering and complet-
ing training (not shown in the exhibits). A total of 79 percent of the learners reported that paying
for their training would have been difficult without the ISA. Low household incomes were common:
41 percent of learners had family incomes of less than $30,000, and about one in four reported
experiencing food insecurity during the six months before enrollment in their training program.”
One in three learners was worried about their financial future and the “overwhelming” nature of
their total debt.

The UP Fund’s CIB Model

The UP Fund’s CIB model was designed to provide an alternative education financing option to
reduce financial risks for learners, provide support services, and improve outcomes for popula-
tions traditionally underserved by postsecondary education. The UP Fund’s CIB model combines
short-term sector-based training and education financing through ISAs to cover tuition, with sup-
portive services to help learners navigate challenges that may present obstacles to completion.

With an ISA, instead of taking out a loan or paying cash for tuition, individuals agree to pay a
percentage or fixed amount of their future earnings to the tuition funder for a specified period of
time after graduation. Individuals must make monthly payments if they meet the minimum income
threshold, regardless of the industry or job in which that income is earned. Individuals whose
income is below the minimum income threshold are not required to make payments. ISAs typically
include a payment cap, which refers to the maximum amount learners can pay for the ISA, and a
grace period, which is a set number of months after graduation during which learners do not have
to pay their ISAs. These terms are intended to protect individuals who do not meet the minimum
income threshold after graduation. (See Box 2 for common ISA terms and definitions.)

Income Share Agreements to Finance Short-Term Career Training 5



Table 2. Overview of UP Fund Participants, CIB Study

American
Diesel Clinical
Training Research
Alchemy Centers Fastrack
Characteristics Acuitus Code Lab (ADTC) (CRF) All Sites
Gender (%)
Woman 20.7 33.1 6.4 68.3 15.4
Man 78.6 59.0 93.3 31.7 83.6
Nonbinary 0.7 7.9 0.3 0.0 1.0
Race/ethnicity? (%)
Asian 11.4 5.6 1.6 9.1 4.2
Black 20.4 11.3 24.0 71.7 25.2
Hispanic 21.8 16.9 19.3 8.1 18.9
White 33.2 56.3 48.3 10.1 43.8
More than one race 4.8 8.5 4.1 0.0 4.4
Other race® 8.3 1.4 2.8 1.0 3.6
Average age at enrollment 34 29 27 36 29
Highest level of education
completed at enrollment® (%)
High school, GED, or less 13.8 12.2 62.7 0.0 45.8
Some college 49.7 37.4 21.0 2.0 26.5
Vocational or trade
program 4.7 6.5 9.5 2.0 7.9
Associate’s degree 7.7 3.7 3.1 7.1 4.3
Bachelor's degree or
higher 24.2 40.2 3.7 88.8 15.6
Employed at enrollment (%) - 15.7 59.4 47.3 55.8
Sample size 302 151 1,043 101 1,597

SOURCES: MDRC calculations using baseline information collected from training providers and via
MDRC'’s baseline survey as of June 2023.

NOTES: Sample sizes may vary for some measures due to missing information.

:Race and ethnicity categories are mutually exclusive.

Other reported races include Middle Eastern or North African, American Indian or Alaska Native, and
Native Hawaiian or Pacific Islander.

‘Educational attainment information is missing for 29 percent of Alchemy learners. Among CRF
leazners that reported their education level, 38 percent have a master’s degree or higher.

Employment information is missing for all Acuitus learners and about 50 percent of Alchemy

learners.
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Box 2. Income Share Agreement (ISA) Common Terms

Minimum income threshold: The minimum earned income at which payments are required.

Income percentage: The fraction of earnings promised by individuals if earnings exceed
the income threshold.

Repayment term: The length of the repayment period.
Payment cap: The maximum amount an individual can pay under the ISA terms.

Grace period: The period of time after graduation that an individual is not required to
make payments.

Deferment: The process by which ISA payments are paused because of the individual’s
inability to pay.

Annual reconciliation: The process by which servicers verify that individuals are paying
the proper ISA amounts.

Table 3 shows ISA terms across the UP Fund’s training providers. The income share repayment
percentages range from 9 percent to 9.5 percent of income over a specified threshold, with ADTC
requiring repayment of a fixed amount depending on income level rather than a percentage of
income. The minimum income threshold, which refers to the level of earned income below which
payments are not required, ranges from $30,000 to $50,000. Each ISA specifies a payment cap,
ensuring that learners are aware of what their maximum payment can be in relation to the pro-
gram’s costs. Several of these agreements specified a cap of 1.3 times the ISA amount; others had
a cap of 1.5 times the ISA amount. Repayments stop after a predetermined number of months if
the payment cap has not been reached. Among these programs, the duration ranges from a low of
36 months to a high of 72 months.

The ISA terms are negotiated between the training provider and the UP Fund. A third-party organ-
ization, known as an originator, typically assists the training provider with an online application
platform and back-office support to generate the ISA contracts. A servicer —usually a different
organization —collects payments from ISA recipients, keeps track of payments that have been
made and remaining payments, and pays investors according to the financing arrangements. Once
the terms are set, the originator, the servicer, or the training program markets the ISA to learners
and helps them understand the process and terms, ultimately leading to a sighed agreement.
In practice, the training provider’s staff members usually have these discussions with students
because conversations about enrollment and financial options are intertwined.

The ADTC employer-backed ISA model differs because employers make ISA payments directly to

the servicer on behalf of the learners. However, learners who decide to leave their initial employer
must make any remaining ISA payments.
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Table 3. UP Fund Income Share Agreement (ISA) Terms

American Diesel Clinical

Alchemy Training Centers Research

ISA Terms Acuitus Code Lab (ADTC) Fastrack (CRF)
Income share? 9% 9.5% $30,000t0<$40,000: 9%

$1500r $187;
$40,000 and up:
$280o0r $317

Payment cap (amount above 1.3x 1.5x 1.3x 1.5x
program cost)

Minimum income threshold ($) 45,000 50,000 30,000 40,000
Grace period (months)® 6 6 0-2 2
Payment duration (months)¢ 72 52-72 48 36

SOURCE: Study training providers.

NOTES: 2Income share is the percentage of earnings that learners pay towards their ISA if their
earnings exceed the minimum income threshold. ADTC learners pay a fixed amount by income band.
The amount is higher if learners opt for a toolset.

bFor ADTC learners in the first investment round, the grace period is two months. For ADTC
learners in the second investment round, the grace period is zero months if their ISA is employer-
backed and one month if their ISA is not employer-backed.

°For Alchemy learners, the payment duration is 72 months if their ISA amount includes living
expenses and 52 months if it does not include living expenses.

To ensure that payments reflect an ISA holder’s changing employment and earnings over time,
individuals must provide documentation of their earnings during an annual reconciliation process
that allows the ISA servicer to adjust monthly payments.'* Each agreement specifies the deadlines
for the submission of verification documents. If individuals do not report their earnings to their
ISA servicer, the servicers assume that they are working and earning the salary standard for the
industry in which they trained that meets the minimum income threshold. The ISA monthly pay-
ments are based on these earnings estimates and can be either higher or lower than the actual
amount owed by learners. Servicers will also assume that an individual’s earnings increase by 10
percent yearly and adjust monthly payments accordingly. During the annual reconciliation pro-
cess, servicers determine if the individual overpaid or underpaid their ISA during the previous year.
However, learners can contact the servicers at any time to update their income prior to the annual
reconciliation if needed.

How Do the ISAs Work?

Unlike regular loans where the total amount to be repaid is known up front, individuals who use
ISAs to pay for tuition will pay back an amount that depends on their actual earnings. Therefore,
individuals who earn less may pay less under an ISA than a loan. Individuals with high earnings
may pay more under an ISA than a traditional loan. The repayment caps mitigate some of the

Income Share Agreements to Finance Short-Term Career Training 8



risk of overpayment by limiting the total repayment amount. To determine what the monthly ISA
payment will be, individuals must consider the various ISA terms and their potential earnings. It is
important to note that some learners reported they would not have been eligible for a regular loan
or other financing options.

Figure 1 shows how the ISA works for two learners who sign an ISA with the same training pro-
vider but have different employment outcomes. The ISAs have the same terms: the income share
repayment percentage is 9 percent of income over a maximum repayment period of 72 months
(or 6 years). The minimum income threshold (MIT) is $45,000 (shown as the green dotted line),
and the payment cap is 130 percent of tuition. The blue line shows the person’s earnings, and the
orange bars show the annual total of ISA payments. The figure demonstrates the relationship
between earnings and the amount learners pay over time. Whenever earnings go above the MIT,
ISA payments increase.

The figure also shows that learners do not have to pay unless their earnings reach the MIT. Learner
A did not earn above the MIT until the second year after graduation when he began earning
$50,000. He also did not have to pay in Years 3 or 4, when his earnings fell below the MIT. Learner
A's monthly ISA payment in Year 2 was S375 per month, which adds up to $4,500 for the year.
Learner A was required to pay his ISA for the entire six-year term because he never reached the
payment cap.

In contrast, Learner B earned above the MIT throughout the six-year ISA term. Therefore, he was
required to make ISA payments until he reached the maximum payment cap. Learner B’s ISA pay-
ments were higher than Learner A’s because his earnings were higher. Learner A’s total ISA pay-
ment was $13,950 and Learner B’s was $26,000.

Early Implementation Lessons

The current analysis is based on 188 learner survey responses across the four UP Fund training
providers in the CIB study.”® Results are also derived from focus groups and individual interviews
with 43 learners. Interviews with program staff members, servicers, and originators were also
conducted. Finally, servicer administrative records data were analyzed for a subset of learners
(N=857) from three training providers."®

Learners’ primary reasons for enrolling in a training program were to increase their skills and
participate in a quality training program. Learners were asked about their primary and second-
ary reasons for enrolling in the training programs. The main reasons for enrolling in the training
programs were the potential to increase skills and to obtain quality training (as shown in Figure
2). The provider’s offer of job placement and the option for alternative financing to pay for the
training were also important reasons to enroll in the training programs. About 28 percent of those
surveyed reported that the availability of ISA financing was their primary or secondary reason for
enrolling in their program.
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Figure 1. Income Share Agreement (ISA) Payment Examples

Learner A
15,000 105,000
13,500 Total payment 90,000
12,000 =
_ 10,500 $13,950 75,000
32 g
2g 9000 60,000 3 2
8 @& 7,500 53
S @ c
E > 6,000 45,000 ¢85
& 4,500 30,000 =
2000 15,000
1,500 '
0 0
Grace 1 2 3 4 5 6 7
period
Years after graduation
Learner B
15,000 105,000
13,500 90,000
12,000 Total payment
= 75,000
g &= 10,500 $26,000 e
2 9000 60,000 3 %
8 @& 7,500 35
3 E ’ Q c
E? 6,000 R R R R R R 45,000 %g_;
% 4,500 30000
2000 15,000
1,500 ’
0 0
Grace 1 2 3 4 5 6 7

period
Years after graduation

Annual payment Annual earnings === Minimum income threshold

SOURCE: MDRC calculations using sample ISA terms and hypothetical earnings.

NOTES: Learners A and B sign an ISA for the amount of $20,000. The ISA terms include a 9 percent
income share, six-year payment term, $45,000 minimum income threshold (MIT), and a maximum payment
cap of 1.3 times the ISA amount.

Learner A only makes ISA payments (equal to 9 percent of his earnings) when earning above the MIT.
Payments end at the end of the six-year payment term.

Learner B makes steady ISA payments because he is consistently earning above the MIT. Payments end
once the maximum payment cap of $26,000 (1.3 times the cost of the program) is reached, resulting in
fewer payments in the fourth year and payments ending early.
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Figure 2. Reasons for Enrolling in UP Fund Training Programs

67
Wanted to increase skills (%) @ 37
38

51
Provider offered quality training (%) 30
26

34
Provider offered job placement (%) | 19
19

28
Provider offered an option to pay for training (%) & 13
18

Primary or secondary reason Primary reason Secondary reason (if given)
SOURCE: MDRC calculations using 6-and 18-month follow-up surveys.

NOTES: Estimates are for a sample of 188 learners across all training providers and who
completed a survey as of October 2023.
Rounding may cause slight discrepancies in calculating sums.

Learners interviewed for the study tended to see their decision to pursue the training program in
which they enrolled as a significant decision. Before enrolling in training with the provider, most
learners reported investigating multiple options for higher education or short-term training pro-
grams. Many discussed their options with friends and family before making their decision, primar-
ily because of the financial commitment (to either pay the program’s tuition or enter into an ISA
obligation), which they considered important.

Learners generally expressed satisfaction with their program’s training content and the over-
all learning experience. However, some noted that they would have benefited from additional
job placement assistance. Most survey respondents completed the training program. They also
reported receiving a range of job-related services while in training designed to help increase their
likelihood of employment upon completion. Most of them received help preparing a resume or pre-
paring for an interview. Over half of the survey sample reported receiving help to create a career
plan, learning about workplace advancement strategies, or learning how to interact effectively
with co-workers. Only about half of the survey respondents reported getting help with finding a
specific job opportunity to which they could apply. Results from the qualitative interviews also
indicate that learners wished they had received more assistance with job placement.

Although most learners reported receiving sufficient information about the ISA before enroll-
ment, over a third of survey respondents reported that they did not fully understand some of
the ISA terms. Most learners agreed or strongly agreed that they received sufficient information
on financing options and how an ISA works before they signed up for it. However, over a third of
follow-up survey respondents did not find the ISA terms easy to understand. Some respondents
reported that some terms were easier to understand, such as when they were expected to start
repayment, than others, such as the total amount they would need to repay.
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Consistent with the survey findings, among the learners who were interviewed, many struggled to
quantify the dollar amount of their obligation, most likely because the ISA amounts and maximum
payment amounts varied. Interviews also revealed another common misconception as some inter-
viewees initially thought that the ISA repayment would only be required if they found a job in the
industry for which they trained.

The majority of learners who were interviewed for the study saw the ISA as low risk. Interview-
ees identified several aspects of the ISA as attractive. They tended to perceive ISAs as lower risk
than traditional loans: interviewees saw ISAs as generating less pressure than traditional loans
to quickly earn a high salary after training — since graduates who do not find a “good-paying job”
right away do not need to begin ISA repayments. Also, as noted above, many learners indicated
that it would have been difficult to pay for their chosen training program had it not been for the
ISA. At the same time, many noted that if they secured “a good-paying job,” having an ISA could
lead to their paying a larger total sum than they would have with a traditional loan. Two interview-
ees noted that they did not fully understand this until after they had begun the training.

Learners who enrolled in ADTC, where many of the ISAs were paid for by the employer who hired
them upon their completion of the training program, felt very satisfied with this arrangement, see-
ing it as “a good deal.” They felt that it lowered the risk that graduates would otherwise face in the
labor market since graduates went straight into a job in the industry for which they trained. Partici-
pants with employer-backed ISAs tended to be clearer about the potential financial consequences
than learners from other training providers. At the same time, some learners described a potential
downside of the employer-sponsored model: Graduates who want to leave their initial employers
must take on the cost and management of their remaining ISA payments. Interviewees reflected
that this might cause them to remain at their initial employer even if they could find better pay or
working conditions elsewhere.

A large percentage of learners have not yet reported their income to their servicer. Using ser-
vicer data, Figure 3 shows a snapshot of the ISA reporting status for 857 learners across three
training programs for whom there is at least one year of follow-up data after graduation.'” Since
the employer-backed ISA arrangement is very different from the other ISAs, the results for the
two models (employer-backed versus regular ISAs) are shown separately. As shown in the figure,
after graduating, 40 percent of participants (not including those with employer-backed ISAs) were
employed and were reporting their income to their ISA servicer; 8 percent were in deferment; and
51 percent were not reporting their income. The employment status of the learners not report-
ing is unknown, but among those learners, at least 36 percent had previously been in deferment
because they were not employed or were not earning above the minimum income threshold. Some
learners participating in the MDRC study described their confusion about how and when to report
their income and make payments. Some indicated that they found communication with their ISA
servicers to be frustrating at times.

The bottom panel of Figure 3 shows the reporting status for ADTC learners with an employer-backed
ISA. As shown, 61 percent were employed and reporting, 37 percent were not reporting, and only 3
percent were in deferment. The data show that the majority of learners not reporting their earnings
are no longer with the employer who hired them upon completion of the training program.
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Figure 3. Income Share Agreement (ISA) Reporting Status At Least
One Year After Graduation

Alchemy, Acuitus, and ADTC Learners with a Regular ISA

Employed and reporting (%) 40
In deferment (%) 8

Not reporting (%) | 51

ADTC Learners with an Employer-Backed ISA

Employed and reporting (%) 61
In deferment (%) 3

Not reporting (%) | 37

SOURCE: MDRC calculations using administrative records from servicers as of December 2022
for Alchemy and April 2023 for American Diesel Training Centers (ADTC) and Acuitus.

NOTES: Estimates are for a sample of 702 Alchemy, Acuitus, and ADTC learners with a regular
ISA and a sample of 155 ADTC learners with an employer-backed ISA. Both samples are limited
to learners with at least one year of follow up since their graduation or expected graduation
date.

Participants in deferment include employed participants who are earning below the
minimum income threshold and unemployed participants.

Rounding may cause slight discrepancies in calculating sums.

Payment compliance rates were generally low for learners (other than those with employ-
er-backed ISAs), with variations by race, gender, age, and education. Using servicer data, Table
4 summarizes ISA repayment outcomes for all Acuitus, ADTC (other than employer-backed), and
Alchemy learners, and subgroups based on race, gender, age, and educational attainment at the
time of enrollment.’® The results only include learners with at least one year of follow-up data after
graduation. The first column shows the percentage of learners who made an ISA payment during
the follow-up period. The second column shows the percentage in compliance, defined as not hav-
ing any payments over 30 days past due, at the end of the follow-up period.

About half of the learners made at least one ISA payment during the follow-up period, and only
about 38 percent of learners were in compliance (that is, either making payments or in deferment)
at the end of the follow-up period. Significant differences were found for several subgroups.
White learners were more likely to have made an ISA payment (54 percent) than other learners.
Only about 21 percent of Black learners were in compliance, compared with 43 percent of White
learners and about 41 percent of Hispanic learners. Older learners were less likely than younger
learners to have made an ISA payment and be in compliance with ISA terms, and men were also
less likely than women to be in compliance with ISA terms (36 percent versus almost 54 percent).
Those with a high school diploma, GED, or less also had lower compliance rates, with about 32
percent in compliance compared with 55 percent of those with an associate’s degree or higher.
Note that these results do not reflect other ways in which subgroups might be different, such asin
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Table 4. Income Share Agreement (ISA) Compliance and
Payments, by Pooled Sample and Subgroups

Sample Ever Paid (%) In Compliance (%)
Pooled sample (Acuitus, ADTC, Alchemy) 47.9 37.8
Race/ethnicity?

Black 36.7 20.7

Hispanic 48.2 40.7

White 53.7 42.9

Other race® 43.2 44.2
Gender

Man 48.3 35.5

Woman 43.8 53.8
Age

18-24 62.8 41.2

25-34 41.8 37.1

Over 35 35.9 35.4
Education

High school diploma, GED, or less 53.0 31.8

Vocational/trade program or some

college 43.2 35.0

Associate’s degree or higher 43.3 55.0

Sample size = 702

SOURCES: MDRC calculations using administrative data from servicers and
baseline survey data as of April 2023.

NOTES: The sample includes study participants who had at least one year of
follow-up data after graduation or their expected graduation date and whose
ISA was not sponsored by an employer.
Compliance is defined as not having payments over 30 days past due.
Some subgroups were excluded or combined due to small sample sizes.
2Race and ethnicity categories are mutually exclusive.
bOther reported races include Asian, Middle Eastern or North African,
American Indian or Alaska Native, and Native Hawaiian or Pacific Islander.

income levels and employment status. The next phase of the study will explore factors associated
with low compliance rates, such as unemployment, low earnings, and ISA servicer transitions (dis-
cussed further in the next section).

Among learners who took out an employer-backed ISA, 97 percent made at least one payment
during the follow-up period, and 72 percent were up to date on payments at least one year after
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graduation (not shown). This is not surprising given that learners are guaranteed a job after grad-
uation and employers make payments directly to servicers. The results also show that most learn-
ers no longer making ISA payments had left their initial employer, thus the employer was no
longer paying the ISA.

Changesin the ISA origination and servicer landscape have posed challenges for learners, train-
ing providers, and others involved in the UP Fund. After the beginning of the study, all training
providers experienced changes in the servicers handling the ISAs and needed to transition their
learners’ ISAs to new servicers. The ensuing confusion and extra work re-entering and transition-
ing learner data may have played a role in higher-than-expected non-reporting and non-payment.
One servicer decided to leave the market due to changes in the regulatory environment.'™

What’s Next?

ISAs and other outcome-based financing to fund education and training programs have grown in
popularity. A recent study found that close to 300 organizations and institutions offer ISAs as a
way to finance postsecondary learning programs.?° However, very little is known about the effects
of those programs on learners and training providers, or how variations in ISA terms and partici-
pant supports might affect learners’ outcomes.

Although this study is descriptive, and it is impossible to draw causal conclusions from the find-
ings, the results provide some early evidence about individuals’ experiences in the UP Fund train-
ing programs and with their ISAs. The project’s final report will present additional findings and
analysis of the UP Fund’s CIB model, including its ability to increase affordability and access to
short-term training programs; graduates’ post-program employment, earnings, and financial secu-
rity; and the financial sustainability and scalability of the CIB model.

The findings reveal that, overall, interviewed learners were satisfied with their classroom instruc-
tion, and the majority of survey respondents completed the programs. Most reported receiving
sufficient information about their ISA financing terms before enrolling in their training programs.
Participants also reported feeling that the ISA was a relatively low-risk option for them since they
would not have to begin payments until their earnings crossed the minimum income threshold.
Most of those with employer-backed ISAs reported high satisfaction with the training programs,
and most were making ISA payments after graduating.

At the same time, the study’s early findings point to topics that require additional data collection
and analysis. Many learners reported that they would have liked more assistance with job place-
ment. About a third of the surveyed learners found some of the ISA terms difficult to understand.
At least one year after graduation, only about half of the learners without an employer-backed ISA
had made a payment, and only 38 percent were meeting the terms of their ISA agreements at the
end of the follow-up period. The study also found variations in ISA compliance by race, age, gen-
der, and educational attainment at enrollment that require more careful analysis.
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Social Finance hasalready madechangesintheprogram’sdesignandimplementationtostrengthen
the UP Fund’s CIB model and similar outcomes-based financing models. Social Finance’s ongoing
work, coupled with the next phase of MDRC'’s study, will help Social Finance, training providers,
and ISA originators and servicers to assess ways to strengthen program design and delivery.

In the coming months, MDRC's research team will gather and analyze additional participant data
to understand whether the CIB model increased affordability and access to short-term training —
both for learners from low-income backgrounds and learners with different characteristics, based
on measures such as race and gender. MDRC will continue to examine the benefits and risks of
ISAs for learners and organizations involved in the initiative.

Future research by MDRC will report longer-term findings on ISA compliance and repayment
information, which will provide a window into the model’s financial viability (for training providers,
servicers, and other partners, in addition to learners) and how it might be strengthened. Using ser-
vicer data, learner survey data, and longitudinal interviews, future research will report on relevant
economic outcomes for learners, including employment, earnings, and financial well-being. The
final report is expected at the end of 2024.
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