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) 42 . The impact of receiving undergraduate student loans
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National Longitudinal Study of the High School Class of 1972.
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used. kpproximately 20,000 students representing more than ;1,000 high h
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professional school than are graduates without loans vas not .
supported. Data indicated that graduates with loans. were slightly
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those without loans. Reasons why graduates d1d -pirsue advanced study

~and ‘the -influence of undergraduate loans was further examined. The
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vl The Impact of Student Loans on Graduate Educdtion ‘ 3

‘qucatien beyond the bechelor'e level is becoming more eoemon ih‘American :

<

society.” Whether or not this represents‘a soc1a1 plus or’ 1s menely the result of

R 1nereqsed competxtxdn for educational creééntlals is~not an xssue of concern for:

-

) '_'-_,thll etudy. Rather, the 1esue is whether or not the epportunxty to psrtxcxpate :\\lq
s " im poet~bacealauteate study is eqnally avaxlabLe td”all qualeled college graduatee.)‘

/ .
A

:Clerk (In Burn/ 1977) guggeats that an important, new d1mensxon to the soc1a1

o~

cpacern for equal educational opportunxty is the need to equalxze access to all

R \ LI ] " A
levele of/educntxen 1nc1udlng those beyond the bachelor's degree. Several autho
/

_and etudies (Baird, 1973 Bender, 1972 Hanford and Nelson, 19?0 National Board .
e fon Graﬁuete Educatzen, 19?6 Sanford, 1978; 1979 ; 1980 ; Sdhultz, 1969 Southern

(ff
‘Regxenel Offxee 1968 W1nk1er, 1976) hdhe rezsed.the quest;on that 10ng~term

.

xndebtedness from edueaﬁxonal loans taken out to finance undergraduate years may

- ©

exert a negetxve-xnflgence on .the borrowers' pursuit of additional education.

- Few studies have ai?émpted to answer this question, hgwever, and .it remains open

e,

- -
.

to conjecture. If it is true .that debts tend to deter graduates from undertakxng

-

: 4
L o .idvsncéd atudy, it is time for society te be aware of this, whether or not the

)

o knowledge results in policy changeas in the field of student aid.
e . -3 -

;”ﬁ‘ S | ' Data Source T

o~

. ‘ !

The National Longitudinal Study of the.High School Class of 1972 (NLS) was
the data base for this study. . Sponsored by the National Center féf Education
- . : ! ’ ’ .

"Stéfiatica of the Department of Health, Education, and Welfere; the project is -

#

s;%onducted by the Research Triangle Institute (RTI), Research Triangle Park, NC,

-

J LA base~year survey ‘conducted in gpring, 1972 and three follew—db.surve}q conducted
.//. . R y \ \ \ =™ . -‘ . . . -. ) - ..
e | ' e 4 ' . ’
ERIC -, - ' T ‘ '
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in fall 1973, 1974, aﬁd 19760comprise the’information contained in thé data base.
« . Approximately 20,000 studéﬁt;rrepresenging more theé 1,000 high.séhabla participéted
in.§he;projec:, and the response rate to the various questionraires has been 100

percent. A imore complete description of the NLS Survey with a detailed déﬁcription . "

Sof the’inltrunents, sample ametﬁoddldgy,'and data coliection ﬁrocedures can be

found in the NLS, User s Manual (Levlnsohn, Henderson, Rlccoﬁono Moone, 1978) o

R "e'
b B

Only those NLS partxexpants who had recexved a bachelor's degree by the time of the
third follow-up (October, 1976) were 1ne1uded in thlssﬂudy(N-3,.136).

;? : . - S o - . S
M - S . i ) N . ) P} . ] ] '.
: , . e : Findings L . .

) AttendingJGrsduate School

If there is- a relatlonshxp between havlng loans and attendxng graduate or
N\

profesexonal school, it gseemg likely that graduates thh lcans who do not attend

gra#nate_sehool\nag do so because they do not-wxsh to increase their debts or

.
a

because they wish to reduce‘;heir debts before undertaking addition&l.study which

. -

m1ght require new loans. S

- Hypoghesls-l Recent college graduates wlth loansjare less'ﬁxkely

to attend graduate or professional school than are
graduates without loans.

<4

‘-; o : As shown iﬁ-TabIe 1, this hypothesxs wss_ﬁot gsupported and, in fact, the

opposite®relation was true: graduates hitﬁ loans are slightly'gggg likely é& ‘
. : s

be attending graduste or'érdfessional school than, graduates who did not have

loans ;g‘uﬁdergraduates. Note shoﬁld Se‘made heré that achieving statisg{ical

signifidance was greatly enhanced‘by the large size.of the sample. Wh?le this

need not make one apologetic for usihg a large sample or.for achieving sta:istiéq&
S . ~

significance, it does call for a certain amount™of restraint in interpretation of.
. . -~ . . ‘ AN ‘

the findings. Most .of the findings il this study are signif%cant fdr what they do .

P

not support rather than for the small relationships reported,

-




by

. school and to reduce the chance that additional. f&ctors might have 1nfluqnced T

A3

. - . 3
Because it seé :eaéonable that the amount of a graduate's debt might

'ingluence.ahy decision concerning advanced study), Table 2 examined the relation-
Loy . / ! )

RE

;hip between ampunt of loan debt and attending graduate school. As can be éqén

in Table 2, phé positive relaiionihip between hg¥ing loans and attending graduate

school held for every category of amount of loan in that more gradugfé} with loans
. . ¢ » -

were a:tgﬁdiﬁs graduate school than were ‘graduates without loanss »

-

In order to clarify the relatiqnship‘between loans aﬁd attending-graduate

]

*a
« E r

the relstlénahxp, graduates cumulatxgg g;ade poxnt average (GPA) and famxly

t -

.socxal economxc status (SES) were used as cantrols. GPA was used because graduates

with high GPA's may have been more likely to get scholarshlps, and not loans, and

‘ # 4

may have been more kaely to pursue graduate study. SES was used because lower

SES graduates were more hkely o have, aedgc( and gotten loans as undergraduates

and may have been somewhat less likely to attend graddyfe school.

) i _
Multiple.crosstabs using the three categories of SES as-controls showed

- -

that the poextxve relationshxp between loans and graduate school was stat1st1ca11y

K]

exgnifxcant only for the mxddle SEQ\group of graduates. Thig was true when both

L)

having héd loans and amount of loans were used against -attendance at graduate

schoql. When ‘partial correlatidns weve used, the first-order partial controlling

for.SES produced r = 0.07, p <.0001, for the relationship bétween amount’ of loan
and attendance at Eraduate'or professional school. Higher percentages of graduates

indicdﬁed attendance going from the low to high SES categories, but this held for
) . ’ . . ./ ’ ' .
both thase gradustes who had loans and those who did not have loans. The preliminary

indication, then, was that loans do not appear to have a differential impadct on

. ) I o . .
low SES students as-one might expect. - .

<«

" When the five categories of GPA werg'uséd_és controls in multiple crosstabs, '

¢ '

the findings showed a negative relationship between loans and attendance.(§>§ -0.21

p{.05) for the {owest category of GPA (1.75-2.24); a positive.rel‘ationshi{). .

a

- ® R ‘ ’ \

- \; . .
I ] ' 6 ' -
.



";f - (r = 0. 08; {f o1) for the 3. 25*3 74 category, and 1nalgn1f1cant relatxonshlpa for

the other three categorzea of GJA Partisl correlation analyala showed a fxrat

.

>

order partial of 0.06, p<: 01, Hhen controllxng for GPA., A second order partia&

[al

‘ controllxng for both+ SES agQ#GPA, ahowed the positive relationship betwean loans

and attendance still in gvidence (t = 0.07, p(.OOl).

The regults froq‘a‘&ultiple regreasion analysis on attending graduate -

school are shown in Tgble 3. Aﬁaunt of loans was the first student aid variable

1 . g

"to enter, the analyaia (granta-and work were added as controls) but the contributiun

Q.

‘j ' _of loans to the ana1y91o cannot be conaxdered partxcularly 1mportant in he1p1ng

- to.explaln dxfferencel ine attending graduate or professional .school. J

.

~ Reasons for Not Attendxqg Graduate or Profesalonal School :
. . A 4

Another way to explore the possible relatlonahxp between loans.and graduate

school 1is to look at thg reasons given by’ graduates who do not enter graduate or

professional achool. Ideally, one might wish to have such’graduates respond to

specific questions, such as, "I did not attend graduate school because I did not
want to borrow more money," but that was not quite possible with the NLS data.
. ‘ . .

-

There were two reasons listed in the data for not attendingagraduaté achoof,

: ‘\\\ : however, which provided §ndirect means for -examining the relatiomship: 1) I

) i} |
have no interest in graduate or professional edication, and 2) I cannot financially
afford to attend graduate school at the present time. The first statement may .

¢ ' : ’ t
not really have much to do with whether or not’a graduate borrowed money for under-
! ’ . -
. . ) D
graduate expenses, but it suggested a proxy variable for lntereat in education as:
might be affected by ‘lmaving had to borraw money to attain ‘the bachelor s degree.

Particularly when used: w1th a graduate 8 educatxonal expectations expressed at -/
L N .
the bag1nn1ng of the undergraduate experiemce did this variable hawve the potent1a1
" " for determining if borrowing for college were related to 'changes in educational

plans.*sRather than a direct examination of changes in educational plans as related

’
- ) -

to loans, the intent was to explore the relationship between loans and interest

o ,
A w7 .

4
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in graduéte'achool for‘graduates‘not attending graduate achool. Orlgxnal educational

v, L v

e A ‘plans were used as a control varxable in® that they conceivably could affect ‘both

,\\ rd L

c aslumlng Ioans and 1ntereat 1n graduate school because persons strongly 1nterested

\ »

in gradu&te os;p:cf&sslonsl education about the time of hxgh school graduation
- may have been more Likely to borrow money to go to eollege and may have been more

lxkely to\expreas an interest in graduate.edﬁcatlon even 1f~they were_not cur-

Y

rently enrolled,

v ’ fﬁyppthesis 2: ".Contrelling for 1972 educitional_plans,‘graduates with
‘ ’ ' loans who are not attendihg. graduate school are more
likely to say they have no 1ntereso-1n advanced study - -

than other graduates. ‘ _ . .
N b ' ]

e . . v

Table 4 indicates the respontes of’ gréduates who' were not atfendihg gréduate

school to the reason for not attendxng, "I have no interest in graduate or profes- °

' nxonal educatxon. Contrary to expectatlons, graduates who had loans asaundergraduates

- were leis likely to express a lack of interest in attending graduate school. The

.-

* ‘same relatxpgphlp was found when amount of loans was used as the 1ndepend;%t varlable,
‘and, wben controllxng fer 1972 educatxonal plana through partxal correlat1on,‘th

flrst ordpr partxsl between loans and no interest was -0. 07, p<: 01. Thus,

'_hypothenxs two was not supported.

-

The second statement mentxoned above, "1 cannot financially afford to attend
graduaté school at the present txme,' was usedato 1ndlcate_graduatesJ perceptions

of their sltuatxon rather than measured financial inability to attend graduaté . —— .

-

school. The statement was used to explore the hypothesized relationship between
|

- having loans and feeling that one cannot afford advanced study. ~
Hypothesis 3:  Of those graduates not attending graduate or profess1onal
. . school, graduates with loans will be more likely to list
~ their not being able to afford it as a reason for not
- 4 attending than other graduates without loans.

This hypothesia was supported by the data.as Table 5 shows. Because it

. seemed likely that graduates~who borrowed to finance their undergriduate education

]
£

algo may have been more likely to have insufficient resources for finapcing advanced

S




.1¢tudy, thxc fxﬂdxng was not lurgrlnxng. However, if lack of resources were

- . -

behxnd gtcductel' (thh loans) reasons for agreexng with thzs ctacement 1nstead

t .
~

.of negctxve motxvatxonal featpres of havxng loan debts as slluded to abcve then
t * &

controlling for SES Jhould clarxfy the issue eomewhat.. Multxple crosstabs uslng
'SES as a control var1cb1e produced the same sxgnlflcent Exndxngs as did- partxal

\\_J> e

correlatxon anglysis with SES as a c0ntrol (r = 0.20, p4i 001) Regardless of
. o } .
_graduatee . SES, thone with loans were slgnlfxcantly more lxkely to’ bay chat they

were not attendxng graduate school because they felt they could not afford it
—— ,
Craduates not nttendlng graduate or professxonal school because they cannot _

¥

_—' - afford it may have bee9 in thls sxtuatxon because they were unable to cvtazn

o

fxnnnclal ascxntance to attend greduate school Thus, the1r agreem\gﬁ,g}th the ‘.

statement-not attendxng becnuse I ccnnot afford 1t-—may have reflected an ;nahilxty
. ¢ .
to procure financing rathe; than an 1nf1uence of fxnancxng prev1ously teceived -

-
-

for undergraduate education. (In order to better understand the issue,. similar ‘s'
\ ~ o _

3na1yses.were run using Only thbsefgraduates who said they had applied for'finaﬁcial

-

assistance from graduate or professxonal echoole but were. not attendlng. Because
_ ? ’ v
# only a small number of graduates (N=77) in the NLS daCa fit into this category, a

the results of the analyses were not conclusxve and statlstxcal gignificance at

1 4

the 0. 05 level was not always achxeved Hultiple crosstabs comparing having had

13
-~

loans ané amount of loans received with graduates' respomses to "not attending
because cannot afforq it" showed no difference between those graduates who had

been offered financial assistance and those who had oot. Hence, the findings

-

suggested that graduates who had ‘received aid as undergraduates: and were not

‘attending grgduagg or professional school were moreilikely than other- graduates

to say that they ;ege not d{tending because they cannot afford it regardless of

whéthet or not they applied for or were offered ﬁihancial assistance,
o ’ - * . - -




,Reesons'Whg;Graduates Do ghfsué.AdvenEed Stu@y e

Beceuse it seened possible thst eome greduates wf!ﬁ loans mxght have been

-

e \ encquraged :o*at:end greduete echool both beceuse thelr loane would be deferred

?‘};__ o while in attendance and beceuse they might see graduate education as the~moad to.

® s [y

-

. S a hxgher peyxng 3ob the relatxonphxp between Ioane and reaeone for ettendlng
'greduete #chool wag explored. An exemreatxop of thxs ﬁelatlcnsth also was indicated
.' :- ". [y ,I . ‘ - * . .
. By the earlier finding that graduates with loans were more 1 kely;to.be_attending

. ,‘ ) gredeete echo&l‘ one Qondered why this might be true. While the NLS Survey did

-

fnot allaw for a diréct test of the baexc queé;xon being: posed. (for instance, asking

L4
. -

- . all greduetel regardleee of their. ‘intentions to pursue advanced study to rate the )

1m@ortence of reaeons for eeekxng a graduete degree) the data d1d allow for an

N\

xndlrect test by exemxnxng reasons for ettendxng glven by those graduaten who
were attendxng graduete or profesexonal echool The basic ratlon:TE.§3F~shet
college gradqhtee may see edvanced study as a way to increase their earnlng power

- 80 xhat the Aoen repeyment would be more manageable. Thus, as opposed to the

.t
N\

cheory prenen:ed earlier that graduetes thh loans would avoid graduate achool
becauee of their loene,,the euggest&gn now was that the ‘loans mlght actuaﬁly be
a slight inducement to attend graduate eehool for certain graduates who saw additional

. ) : r
: education es_theggey to a higher salary. Of those reasons listed in the NLS third

follow-up questionnaire, the most relevant one to this study was the importance
of a better salary. : S S
* . )
' ﬁ;;;;hesie 4: Of those graduates attending graduate or professional
: school, graduates with loans are more likely to consider
a better salary as a more important reasons for attendlng
than other greduatee without loans.

&

Table 6 showa that the,deta supported this hypothesis when ameunt of loans

was used as the indepedent variable. The reiationsﬁip was not strong and it was-

insignjficant with Had Loans/No Loans and when SES was used as a control,

. . {o
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Part-time'Attené\%ce o L " “}- .. 2
4 v ' ’ ‘i -
The ponltlue relatxonshxp betwpen havxng had loans as an undergraduate a‘ﬁ}

-

attending graduate nchool may be‘&edxated, to some extent, by gra@gangs atbendlng
P
rt-txme while holdxng down full or part—tlme jobs. Graduates w1th.ﬁoans may

.wish to begmn payxng off thexr dehts by uorkxng, nd they may wish to aVoxd}fakxng
S _ -~ .

n additional educatlonal loans whlch full-tlme study mlght necessrtate.‘ Such per-

2 %

sons may feel ,that they can tdke a course or two on a part tlme basxs w1thout

.
& - L)

sacrificing thezr deslre to limit their debts. . - .

& -, *

- Hypothe31s 5: Of those graduates attendxng graduate or professlonal
sehool, graduates with loans are more likely' 'to be attend-
ing part-time than other grqguates. .

-

The "data d1d not support this hypothesxs as ne1ther having had loans (x= 0 02)

nor smount.of loans (r = 0. 0&).showed any 81gn1f1cant relationship thh attendance

' . * “ . L - A- M
_status. ' ' o r A

Summary
“ ‘ UMma

Conﬁrify to the hypothesized negative yelationship between feceiving loans
[ S . N '

.
[y e

.

' ) ’ ‘ [ L ’ ' = . - [
~»  for undergraduate education and attending graduate or professional school, this . »
study showed no- suchﬂrelationship and actually found a slight positive one.-
N -
While thére are some important constramnts on the f1nd1ngs of the sﬂudy——most

~

%

. notably the short txme period between graduation and the survey-—the maJor con—

cluslon reached ,wag ‘that loans do not exert a negative 1mpact on the lives of*

S

college graduates‘ﬁho borrowed mdney to finance their bachelor's degree.

- -

The imglicétions of thie study suggest that the negative relatiénships between )
\ N , . /
loans and achievement (Astin, 1977; Knight, 1968) and between loans and peraistence :

-

GAstin,:\?75); reported elsewhere as noted;\do not appear to have any direct bear—

-~

ing on students who actually graduate from college. Also, thé findings lend,support.
" to current student financial aid bo}icies which emphasize “self-help" through.:loans

(&qd»wafk) (éarnegie Council, %979). \ B i

. i - ‘l.l
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.sthe short-term relationsh

- ~

_education. Whether or. no
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.different (after ten years, for example), this was not studied.
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' To conclude with a note of caution, one must remémber that this study examined

( i ST _, .
ip between loans and the .pursuit of graduate or professional

t one feels that.tye Yong-term relationship would be any
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Tawe. T UM T v, Attendance at’ SR Had -Loans ' '
R . aduate School ' No . Yes Total
AN . . - ." . . L. : T

| No - o9 134 76.2
T e 0 Yes . L 2l 2646, - 23,8
s 0T (am1665)  (n=1025) '

. .
. LY
- ’ -
N . . - N l“
‘. 3 ° - . . t
. . . K - . . ~
. . . : : il ¥
.o . . < - "
. ~ . . . . . . y."r [ o
. . . - ' . . .
Cw . Note. i . \ . . N ‘ .
e Sm. - .

A LT - T
F ' Chi Square = 6.93 p&.,01 - Eta-’ = 0.05
Gamma =0.12 - .. ‘Peardon's R = 0 05 p( o1

.r ; ’ LA ‘ é; L en o o
KE ; ‘ .
O e ,, A e . : ’ T‘ble 2 AR -;- I : i
Lo A:tend\qm.‘.e at Graduate or Profesni"onal School by Amount of Loang
" . - . . . ) " ‘e:.‘}";‘:
L e o S = ‘
- Amount of = -~ Attendance- at Graduate School

: . .+ 'Loan U ) No . : Yes
e N T o -

‘Nome - 1297 (77.9)% 368 (22:1)
<ss00 75 (72.1) 29 (27.9)

. $500-999 . . 94 (76.6) . 32 (25.4)
' $1000-1999 S 201 (A 68 (25.3)
$2000-4999 S - 297 (73.0) - T o110 (27.0)

> §4999 . 85 (71.4)" 34 (28.6)
Toral © | . .. 2049 (76,2) - . . 641 (23.8)

—_— Chi Square = 7.93" °  Eta = d.e5
' . - . Gamma ‘-9, 10 ‘Isearaon sR =0, 05 p ( 01

.A,_"

: ‘Fig_ur_e‘a _i’n pnrg?tﬁi?ég ‘e,note ‘percentages by amount of loan.

T . -
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" ¢ Table 3 -

£ Attendlng Graduate or, Prdfessional School with

. - e . V&ruble Entered in Order of Szgmfxcance o
.!. ) ’ _.2- ? A ‘Cp-\.t
variable - . -l msltipleR = R® Simple r ~ _  Beta

. ~ . . . - .‘;E - . ;. \ . . ) ~ i

Educational Plana, 1973 . . .0.366° . . 0,134 0.366 0.295
XPA .0.398 0.158 0.245 0.159
Sex (Wowen) ) 'Q 405 0.164 ~0.105 -0.072
" Aptitude - /. 0.408 0.167 , 0.162 0.054
Amount of Loans . .‘§ 0,411 0.169 0.044 0.037
Amount of Grsnts o '0.413 . 0.170 - 0.086 .0.935
SES - \‘,:(:m 0.414 . 00171 ' 0.069 00'041
Amount of work - 0.414 0.172. 0.000 ~0.030
Aid (Yes) . 0.415 0.172 . 0.061 0.030
Race (White) D.415 04172 0.020 . ~0.016

. Note. " . = .

—_— %

- The- medns , standard deviations, and. correlation coefficients
are available from the author, _

?

‘a
-

Table 4

L P

Percentage Dutnbut:on of Not Attending Graduate or meesslonal -
School Because of .the Reason, "I have,no mterest," by Having Had

‘ Loans < "~ .
No Iutefest-‘in. ' - Had Loans
Graduate Education No Yes ' Total |
| .

" Disagree 85.0 90.7 87.1 -
Agree ‘ N 1'5.‘0 ' 9.3 © 1209
T rd (n=1297) (n=752)
* _ s
Chi Square = 133.36 p <.001 Etg = 0,08

Gamma

= -0,27

Pearson's R = -0.08 p <.0001
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Table 5

a

Percentase Distributidn of Not Attendlng Graduate or Professional
< . School Becuune of the Realon, T camnot afford it," by Having Had

]

-

L8

Table 6 .

.

Percentuge sttrxbutxon of Attending Graduate or Professlqnal School
" for a Better Salary by Amount of Loans -

13?3

Loans N
. _
- ) \.
A\ . Cannot “ . Had Loane- .
* Affort It : No Yes Total
% N . .. / ..
. \ N ‘ *
‘Disagree - 63.6 41.9 55.6 1
LN wto - ' _— . [ -
. ‘Agree | 7 36.4 = 58.1 44 4 .
' " (n=1297) (n=752) .- ) o
- . X .- F ‘ .
S
- B
Note. | <
L .. “Chi Square ® 13,36 p<.001 ' Eta = »0.08
: \* lse . Gamma = -0.27 . Pearson's R = ~0.08 p<.0001 '
< <

©N

B

e mem e s o Vene e

- Amount Better Salary. .
of Loans Very _ Not Not a
Important Important - - Important Factor
K .

None o 21.2 4o 20.6 143 (n=364)
) S . ) .
& §$500 32.1 32.1 14.3 214 (n= 28)
N $500-999 18.8 - 43,8 18.8 18.8 (n= 32)
. $1000-1999 '16.2 45.6 . 27.9 10.3 (n= 68)
- $2000-4999 30.3 46.8 17.4 5.5 (n=109)
> $4999 26,5 44,1 11.8 - 17.6 (n= 34)

- Total . 22.8 44,1 20.0 13.1

Note. .
Chi Square = 19.65 Eta = 6.13

Camma = ~0.10

Pearson's R = -0.08 p<& .05
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