
The One Big Beautiful Bill Act (OBBBA) reshaped graduate education financing in ways that
may create new financial barriers for educators seeking to advance into school leadership.
As of July 1, 2026, most new graduate students may borrow no more than $20,500 annually
and $100,000 in aggregate through federal student loans. Graduate students were already
subject to the $20,500 annual Direct Unsubsidized Loan limit, but they could previously use
Graduate PLUS loans to finance remaining costs up to the cost of attendance. OBBBA
eliminates that federal backstop for most new borrowers. 

Dr. Lennon Audrain, a scholar and policy expert on teacher workforce retention and
alternative preparation models and Assistant Professor at Arizona State University’s Mary
Lou Fulton College for Teaching and Learning Innovation, analyzed the specific financial
impacts of OBBBA on education graduate degrees. His findings highlight how federal
financing changes directly affect the principal talent pipeline.

Dr. Audrain found that, for aspiring principals, the most consequential change would likely
be the elimination of Graduate PLUS loans, making the $20,500 annual limit a much harder
ceiling on federal borrowing. Across the educational administration master’s programs
included in Dr. Lennon Audrain’s analysis, reported cumulative debt frequently exceeded
$20,500. Although cumulative debt cannot establish how much candidates borrowed in a
single year, the findings indicate that candidates in compressed, year-round, or higher-cost
programs may be especially vulnerable to annual financing gaps.

Researchers have long documented the financial barriers associated with entering
and advancing in education. According to the Learning Policy Institute, 60% of educators
rely on student loans to finance their degrees, and roughly 40% are still working to pay off
that debt. This has broad ramifications for educator diversity, teacher shortages, and
attrition rates. 

Apprenticeships could help address these challenges by enabling principal candidates to
earn a full salary while completing their degrees. By scaling Registered Principal
Apprenticeships and adopting the Pathways Alliance National Guideline Standards, states
and districts can build sustainable, high-quality, and debt-free leadership pipelines that
retain top-tier educators where they are needed most.

FEDERAL LOAN CAPS AND THE LEADERSHIP PIPELINE: REIMAGINING CAREER
ADVANCEMENT FOR EDUCATORS

A Practitioner Report based on Federal Loan Reform and the Education Workforce: Borrowing
Limits and Credential Pathways
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Overview

https://search.asu.edu/profile/3051803
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://teacherdiversity.nctq.org/wp-content/uploads/sites/6/2025/11/NCTQ-2025_Driving-Diversity-How-Teacher-Prep-Can-Accelerate-Progress_Print-PDF.pdf
https://learningpolicyinstitute.org/product/student-loans-among-teachers-report
https://learningpolicyinstitute.org/product/student-loans-among-teachers-report
https://www.thepathwaysalliance.org/closing-the-gap
https://www.thepathwaysalliance.org/_files/ugd/5be6a9_f9c896e772f84f64a8f0f790d31ad01c.pdf
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
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already generally limited to $20,500 annually in Direct Unsubsidized Loans, Graduate PLUS
previously allowed them to finance remaining costs up to the cost of attendance.
“Professional degrees” (medicine, law, etc.) retain higher annual caps of $50,000;
Educational administration and most other education programs are not included in the
higher-limit category under the new federal guidance. 

States often mandate additional graduate credits and master’s degrees for principal
licensure; therefore, traditional university-based administrative certification can become
unaffordable for working educators. The median reported institution-originated debt
among 352 educational administration master’s program records was $28,270. Eighty-one
percent of these programs reported median debt above $20,500, a benchmark equivalent 
to one year of borrowing at the
new annual maximum. This
doesn't mean any single
borrower blew through the
annual limit in one year; in fact,
the data don't show how quickly
that debt piled up. They do,
however, show that principal
preparation and resulting
certification frequently adds
substantial debt and suggest
that candidates in compressed,
year-round, or higher-cost
programs may be especially
vulnerable to financing gaps.

Consequences of OBBBA

Many educators have already invested years in a profession characterized by modest wage
ceilings and slow salary progression. Compounding the financial burden, the $20,500
annual cap challenges those seeking to advance into school leadership. Although
educational administration master’s programs have comparatively favorable debt and
earnings profiles relative to other education master’s programs, candidates may still be
unable or unwilling to cover an immediate financing gap. While the teacher-to-principal
pathway generally remains within the $100,000 aggregate limit, the $20,500 annual cap can
still create financing gaps now that Grad PLUS is no longer available as a flexible backstop.

Federal Loan Reform and the Education Workforce:
Borrowing Limits and Credential Pathways

Background: What the OBBBA Changed

The enactment of OBBBA marks an important shift in higher education financing by
eliminating Graduate PLUS loans for most new borrowers. Although graduate students were 

https://www.nctq.org/research-insights/priced-out-the-growing-challenge-of-teacher-pay-and-housing-costs/
https://www.nctq.org/research-insights/priced-out-the-growing-challenge-of-teacher-pay-and-housing-costs/
https://www.nctq.org/research-insights/priced-out-the-growing-challenge-of-teacher-pay-and-housing-costs/
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
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the Mississippi Institute, extensive U.S. empirical

When annual federal aid does not cover the cost of a year of study, educators may need to
rely on personal savings, private loans, employer-sponsored tuition assistance, or other
forms of support to close the gap. Educators with greater access to these resources have an
easier time continuing to advance, while those without may face greater difficulty accessing
leadership preparation. This disparity is worth monitoring given research on the importance
of educators and school leaders reflecting student identities. 

Though federal borrowing limits are the same nationwide, the certification and licensure
requirements to become a principal are not – along with the costs to meet those
requirements. This creates a varied impact from state to state. The new financing structure
could create greater barriers for candidates in some states and programs than in others.

These changes arrive at a time when districts are
already struggling to build and sustain strong
principal pipelines, with more than 1 in 10 public
school principals leaving the profession in recent
years. Principal turnover is costly for schools, and
persistent vacancies place additional pressure on
teachers and district leaders. Moreover, many
districts rely on experienced teachers to move
into leadership roles simply because they
understand the communities, students, and
instructional environments. If annual financing
gaps become a real obstacle for a meaningful
share of candidates, the pool of teachers able to make that move could narrow. 

Roughly 1 in 10 public school
principals leave the profession

annually

This should be monitored as more data on program-level borrowing patterns becomes
available.

This distinction between
entering the profession and
advancing within it matters.

Dr. Audrain’s findings show that modeled teacher-
to-administrator pathways generally remain below
the $100,000 aggregate limit, but some candidates
may still face annual financing friction. According to 

evidence demonstrates that when teachers have clear advancement opportunities – such as
tiered career ladders, instructional leadership roles, and autonomous decision-making
authority – turnover drops significantly. The risk of new financing barriers for administrative
preparation emerges just as schools’ need for experienced leaders intensifies. 

This is especially concerning as nationwide principal turnover sits at 8%, with spikes as high
as 35% in states like Alaska and 55% in its rural communities. 

When annual federal aid does not cover the cost of a year of study, educators may need to
rely on personal savings, private loans, employer-sponsored tuition assistance, or other
forms of support to close the gap. Educators with greater access to these resources have an
easier time continuing to advance, while those without may face greater difficulty accessing
leadership preparation. This disparity is worth monitoring given research on the importance
of educators and school leaders reflecting student identities.

https://www.mississippifirst.org/the-potential-of-career-advancement-opportunities-for-teachers/
https://www.thepathwaysalliance.org/closing-the-gap
https://www.thepathwaysalliance.org/closing-the-gap
https://nces.ed.gov/pubs2023/2023046.pdf
https://nces.ed.gov/pubs2023/2023046.pdf
https://nces.ed.gov/pubs2023/2023046.pdf
https://nces.ed.gov/pubs2023/2023046.pdf
https://nces.ed.gov/pubs2023/2023046.pdf
https://www.rand.org/pubs/research_reports/RRA4737-1.html
https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_5158cc0be6e04b74899e0c525335f365.pdf
https://www.thepathwaysalliance.org/closing-the-gap
https://www.thepathwaysalliance.org/closing-the-gap
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Building a Principal Apprenticeship 

Using the U.S. Department of Labor-approved
Pathways Alliance Principal NGS as a
foundation, partners can build programs that
pair paid leadership roles with required
coursework and clinical experience. This shifts
the financial and training burden of preparing
future principals from individual educators to
the systems that depend on them. 

An aspiring educator can begin
their apprenticeship journey as a
tutor, advance to a registered
teacher, and ultimately transition
to a principal, all while remaining
employed. 

This framework allows an educator to turn
career advancement into an employer-
supported progression rather than a high-risk
financial decision by embedding the required
coursework, clinical experience, and mentoring
directly into paid school roles while ensuring
classrooms stay supported and staffed

Apprenticeships directly address the financial
challenges identified in Dr. Audrain’s study when
support. They do this by shifting the cost and 
individual educators to the systems that depend on them. An apprenticeship allows the
educator to remain employed while developing the hands-on skills and competencies
necessary to become a principal. This structure reduces the financial burden by allowing
educators to earn while they learn and by creating a pathway that integrates employment,
high-quality preparation, and advancement. As districts look to build a leadership workforce
that reflects the communities they serve, it is is imperative to make advancement financially
accessible to build that pipeline.

The new federal borrowing limits
create an opportunity to build a new
model that treats leadership
preparation as part of the education
workforce rather than asking
educators to continue taking on more
debt to advance in their careers. 

A More Affordable Ladder to Leadership

The new federal borrowing limits may create financing friction for some candidates even
when they remain well below the $100,000 aggregate limit. In response, Dr. Audrain’s report
recommends expanding employer-supported approaches to leadership preparation,
including Registered Principal Apprenticeships. Registered Apprenticeships offer a
promising solution by allowing educators to earn a salary while completing the education,
training, and supervised experience required for the next career stage. 

Tutor 
Apprentice

This career advancement pathway redefines
educator preparation as a continuous trajectory
rather than a series of disconnected, debt-
inducing credentials. The Pathways Alliance
developed US Department of Labor-approved
National Guideline Standards (NGS) across the full
K-12 teachers to school leadership. An  
single, cohesive career growth opportunity. 

Teacher
Apprentice

Principal
Apprentice

educator lifecycle, spanning from tutors to 
apprenticeship career ladder links these roles into a

backed by strong employer and program
responsibility of leadership preparation from

https://www.thepathwaysalliance.org/_files/ugd/5be6a9_f9c896e772f84f64a8f0f790d31ad01c.pdf
https://www.thepathwaysalliance.org/principal-apprenticeship-ngs
https://drive.google.com/file/d/1F4W8w3HN11az1fVr0XULafh5y4pqJvk0/view
https://www.thepathwaysalliance.org/_files/ugd/5be6a9_f9c896e772f84f64a8f0f790d31ad01c.pdf
https://www.partnershipstudentsuccess.org/national-guideline-standards-tutor-apprenticeships


The infrastructure for this approach is already taking shape. Partners must look beyond
simply creating another route to principal licensure. Instead, they should consider how
leadership preparation can become part of a broader educator career ladder. A pathway
that allows educators to earn, learn, and advance from tutor to teacher to principal can
make leadership preparation more accessible while also giving districts a more sustainable
way to develop the educators they need to lead their schools. In the context of the
OBBBA, the goal should not simply be to help educators find ways to finance another
credential. The goal should be to build a system in which the education workforce
supports professional advancement and reduces educators’ need to take on avoidable
debt.
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Essential Elements of a Registered Apprenticeship in K-12 Principalship for Local Education
Agencies by the Pathways Alliance 

Principal Registered Apprenticeship Case Studies: Tennessee, Rhode Island and Alaska by
the Pathways Alliance 

Essential Information for Principal Apprenticeship Programs by the Pathways Alliance 

Federal Loan Reform and the Education Workforce: Borrowing Limits and Credential
Pathways by Dr. Lennon Audrain 

Principal Apprenticeship National Guideline Standards by the Pathways Alliance 

Principal Apprenticeship Technical Assistance Webinar Recording by the Pathways Alliance 

Tools and Resources for Designing and Implementing a Registered
Principal Apprenticeship Program

https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_5d12965d67cd4520a515dfe3ef83653a.pdf
https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_5d12965d67cd4520a515dfe3ef83653a.pdf
https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_5d12965d67cd4520a515dfe3ef83653a.pdf
https://5be6a9a4-f2b6-479e-9aa3-87c749b4bfca.usrfiles.com/ugd/5be6a9_847cc7f896d34d7daf718574c7d43747.pdf
https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_bba946dcd3704b9b9618b405a979a782.pdf
https://a34955fa-2f2b-4165-9d01-e58bcb5d3507.usrfiles.com/ugd/a34955_5158cc0be6e04b74899e0c525335f365.pdf
https://8d6fdd46-d267-4641-ad8d-d8387842becc.filesusr.com/ugd/a34955_f09cdd3ffc904c21a903f7926eea5455.pdf
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://drive.google.com/file/d/1Fs8ynCYkktcmc5t1LLEMbPzsMGQEql5N/view
https://www.thepathwaysalliance.org/_files/ugd/5be6a9_f9c896e772f84f64a8f0f790d31ad01c.pdf
https://www.youtube.com/watch?v=YcgFh9On9bU
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