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Reducing the Unequal Burden of Student Loan Debt

The Problem

Student debt is extremely burdensome for
students of color. Black students in particular
must borrow thousands more for the same
degree, and borrow at higher rates than white
students for every type of credential. For example,
82% of black graduates of public four-year colleges
borrow, compared to 68% of white graduates.
58% of black community college graduates take on
debt, compared to 45% of white community
college graduates.

Student loan delinquency and default rates are a
crisis. The percent of student loans 90 or more
days delinquent has remained unchanged since
2012, even as unemployment has fallen and the
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economy has generally improved. Student loan defaults are alarmingly common among black and Latinx
borrowers. Around half of all black borrowers, and over a third of all Latinx borrowers experience
default — which can ruin credit; set someone back for decades; and lead to wage, tax, or social security

garnishment — within 12 years of beginning school.
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Making a dent in student debt is incredibly difficult
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The ability to repay student loans quickly is preventing
many borrowers from moving on with their lives and
contributing to the economy. While the typical white
male borrower has paid off 44% of his loan balance 12
years after beginning college, the average black
female owes 13% more than she had originally
borrowed for school. In the same 12 years, white
female and Latina borrowers pay off substantially
lower portions of their loan balances than males, and
older studelnts have almost no progress paying off
their loans.

! calculations from Demos, Debt to Society: The Case for Bold, Equitable Student Loan Cancellation and Reform, forthcoming


https://www.demos.org/research/blueprint-college-without-debt-policy-and-messaging-guide-states-make-higher-education
https://www.newyorkfed.org/microeconomics/topics/student-debt
https://www.americanprogress.org/issues/education-postsecondary/news/2017/10/16/440711/new-federal-data-show-student-loan-crisis-african-american-borrowers/
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again in 2005, resulting in student debt
being treated far less favorably than
other forms of debt and very difficult to discharge. Additionally, borrowers with a defaulted loan can see

up to 15% of their Social Security benefits garnished and end up in poverty.

The Causes

Congress has not ensured that state investment or grant aid has kept pace with college demand or
college prices. Tuition continues to replace per-student public funding for state colleges and
universities, shifting investment from the public to families. Education has shifted from the public good
to private burden.

Congress has not ensured that Pell Grants keep pace with college prices. In 1980, the maximum Pell
Grant covered 76% of the cost of attending a public college. Today, it covers less than one-third of the
price students must pay.

Rising student debt is a result of both high tuition and high non-tuition costs coupled with stagnant
wages. Tuition makes up only 20% of the total cost of attendance at public 2-year colleges, and 40% of
the cost of public 4-year schools. Students must borrow for rent and living costs, books, transportation,
and childcare. As wages have stagnated for most families and the racial wealth gap widened, students —
and students of color in particular — are having more difficulty avoiding debt and more difficulty
repaying it.

Congress has not properly regulated predatory actors. The Obama Administration issued rules to hold
career college programs accountable for the debts of their graduates, threatening to cut off access to
federal aid for those whose degrees or credentials did not provide value and providing relief to students
whose colleges — like ITT Technical Institutes and Corinthian Colleges — misled or deceived them prior to
shutting down. The Trump Administration has worked to eliminate or undermine these rules, in the
absence of Congressional action to protect students.



https://trends.collegeboard.org/college-pricing
https://trends.collegeboard.org/college-pricing/figures-tables/average-estimated-undergraduate-budgets-2018-19
https://www.theguardian.com/commentisfree/2017/jul/15/trump-administration-students-color-debt

We Need Bold Solutions on Student Debt
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due to sample size issues.

Another is that income-based solutions ignore the racial wealth gap. Middle-income white households,
for example, have over 4 times the financial assets of middle-income black households, and nearly 6
times the financial assets of middle-income Latinx households.

Instead of focusing only on repayment, Congress has an opportunity through the upcoming
reauthorization of the Higher Education Act to reduce or forgive student loan debt for existing
borrowers. Debt cancellation or forgiveness can help many students move on with their lives, build
savings, own a home, or start a small business.

The Higher Education Act is also an opportunity for Congress to correct the mistakes of the past, by
creating new federal-state partnerships to increase state funding and lower, or eliminate tuition and
borrowing, as well as expand Pell Grants so families can cover the full cost of college. Doing so would
ensure that the most diverse generation of students in our history has the same shot at graduating
debt-free that wealthy students have today, and that previous generations enjoyed.



https://files.consumerfinance.gov/f/documents/cfpb_annual-report_student-loan-ombudsman_2017.pdf
https://www.marketwatch.com/story/the-extraordinary-effect-canceling-student-debt-has-on-peoples-income-and-credit-worthiness-2019-05-06
https://www.demos.org/policy-briefs/debt-free-college-act-2018

