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'EXECUTIVE ‘
'SUMMARY

Borrowrng by students and parents to pay for coIIege has been one of the most’ commonIy R - \
v d|scussed and debated issues: of nat|onaI poI|cy over the last two decades: Concerns_‘ '
- ~about stead|Iy increasing borrowrng levels, wh|ch began to occur-in the late 1970s have -

prompted a variety of policy proposaIs to ease the burden of coIIege borrowrng Desp|te L
 efforts to s|mpI|fy and streamline student loan repayment public knowIedge about who .

| borrows;. how much is borrowed and what students and their families think about borrow- -

" ing is very limited. Much of what people know and think about student borrowrng is framed - '
sby ‘media reports, coIIege student gurdes and word of- mouth But how accurate those
‘ |mpressions are is vrrtuaIIy unknown T ' '

. To ’asse'ss'the 'cu_rrent status‘ of b'orroWin_gfto pay for college on a national level, The Educa-
~_tion.Resources Institute (TERI) of Boston; in cooperation. with The Institute for Higher Edu- " -
' cat|on Policy in Washington, DC, has prepared this comprehensive summary report.. Our - -
report seeks to add to public knowledge about college borrowing in several distinct ways ‘
First, we present the most recent data available on national college borrowrng trends. The' -
analysis in this-report focuses on borrowing trends in the 1990s, and includes the most -
current estimates of 1995 borrowing levels and projections of total borrowing by the end of
“the decade Data on the characteristics of: those taking out student Ioans also comprrse an
- important component of th|s anaIys|s - '

We also offer the results of a nat|onaIIy representative survey of undergraduate students '
and families who borrow to pay for college. The survey, conducted in July of 1995, was -
designed to assess the |mpact of student Ioan debt on fam|Iy attitudes aboutcollege, ma;or o
financial decisions, and the possible | future ram|f|cat|ons of debt burden. . This survey pro-
vides a snapshot of’ student and famrly views about coIIege debt and paying for. coIIege

. Profiles of stu‘dent and family borrower_s complete'this package of information o}n-college"."
" loan debt. ' These borrowers, who all currently have loans through TERI to pay for their -

I




B Coviece DEBT AND THE AMERICAN FamiL -
educat|on were lnterwewed at length to further |llustrate how borrowmg |mpacts Amer|can' .
fam|l|es in. the|r pursu|t of postsecondary educat|on

" The comb|nat|on of nat|onal data, survey responses and prof|les presents for the first t|me o
" a complete p|cture of the snuatlon facmg students and fam|l|es--both now and in the near .
‘ -future--as they attempt to f|nance what has become one of the most |mportant and most ‘
_expensive, p|eces of the Amerlcan Dream a college educatlon The overall f|nd|ngs sug-

- gest that while borrowing for college has exploded in the last five years, fam|l|es aré torn -

: ) between thelr need to borrow and the burdens that these loans place on the|r present and |
L future. | R | ' S
o NAﬂONAL" STUDENT' LOAN ,,DATA} o

;. Our analysrs of nat|onal data on borrowrng revealed that. changes in the federal studentj.; '
R loan programs have had a dramat|c |mpact on borrowrng for college The study found that 4

).,‘

s '-"'There has been an explosnon m college borrowmg in the 19905

B 'ln the 1990s Amer|can colIege students have borrowed as much as the amount borrowed :

: '|n the 1960s, 1970s and 19805 comblned Th|s exploS|on in borrowrng means that col-'

L lege students have borrowed over $100 billionin just six f|scal years Even more astound--.‘,'

-ing is that the ma]orlty of that |ncrease took place in 1993 and 1994 when borrowmg |n- L

. I‘-creased a fotal of 57 percent from 1992 ‘Much of this i increaseis the résult of new borrow-

ing by students through the unsubS|d|zed Stafford: loan component of the Federal Fam|ly oo "

;”Educatlon Loan (FFEL) program wh|ch allows all students to borrow regardless of need.

_ In 1995 students and parents are expected to borrow almost $23 b|ll|on in Federal Fam|ly L
Do Educat|on Loans |nclud|ng subS|d|zed and unsubsidizéd Stafford loans and Parent Loans',"._ -
- for Undergraduate Students (PLUS) and will borrow an add|t|onal $1 b|ll|on in Federal o

- g "Dlrect Student Loans (FDSL) S e o T

N

- Borrowmg is mcreasmg at a rate nearly three t|mes as fast as college costs and four L

SR tlmes as fast as personal mcomes T

Between 1990 and 1994 borrowrng grew by an average of 22 percent annually Dunng '

" that same time period, costs of attendance (tultlon fees, room, and board) at publlcmstltu-

- tions |ncreased by an average of 6. 6 percent per year and at pnvate |nst|tut|ons by an’
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. average of 7.3 percent. Borrowrng also has srgnlflcantly outpaced growth |n |ncomes

_ .}Drsposable personaI income per cap|ta from 1990 to 1994 |ncreased by only 4 7. percent .
'-peryear - ' B C

B ;'f b°"'°Wlng contrnues at current rates, by the year 2000 famrlres will be borrowmg i
$50 b|ll|on annually : | R ) |

S Based on the exper|ence of loan borrowers |n the 1990s annuaI student Ioan borrowrng erI -
B jurnp from: $23 billion in 1995106 $50 b|II|on by the year 2000. Th|s doubllng in jUSt five years
' means that- student loan borrowrng by Americans would be on par wrth current |nd|vrdual L
expendrtures for heaIth |nsurance ($39 5 b||l|on |n 1994)
: ’Pa'rents are' borrowmg r'e'cord_ ,amour__tt's_ 'to help ’their'children- pay ifo’r c'olllege.' 3

) -_;ln 1992 Congress changed the Iaw SO that parents regardless of the|rab|I|ty to repay, are .

*. not restricted in the amount that they can borrow Parent borrowrng through the federal .- S

jPLUS program erI have grown from Iess than $1 billion in 1990.to $1.6 b|II|on in 1995. )
_ The-data indicate that the number of parent Ioans awarded has remalned steady or'de- .
' clined over this time- per|od suggestlng that parents who borrow are takrng out ever-h|gher :
; amounts to assist the|rch|Idren wrth coIIege f|nancrng SO . o

f_' ,CHARAcfrERisfrcs OF BoRROWERs:: ,1'990: ANb' 1 993

" Our anaIyses of the most recent data from the 'National Postsecondary Student Aid Study' .

. ,_(NPSAS) indicate that cumulatrve borrowrng leveIsforseveraI groups of students |ncreased.- N

f I"srgnrflcantly from 1 990 to 1 993 NPSAS data indicate- that:
- College debttis increasing fastest for 'students at pub_lic co_lleges and universi_ti:es:"

o ‘»’-__From 1990 to 1993 the average debt for undergraduates at publrc four year |nst|tut|ons_'

_ |ncreased by a total of 13 percent wh|Ie the average debt for students attendlng private

four-year institutions. grew by-only 2 percent overaII Given that totaI ‘costs of attendance' _

. for students at public four-year- institutions rose by about 19 percent over that time per|od -
hthIS suggests that the majorrty of the |ncrease in costs at public four-year |nst|tut|ons was s
covered by student Ioans ‘ : L

. . B ) L. . .’_' L ) L.
.- | | — I : - . - | V E
JArur Provide Ic
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Students who often have the hlghest need |ncIud|ng oIder students, part-trmers and o

m|nor|t|es, are rncreaslng the|r debt levels at faster rates than other students

) From 1990 to 1993 ‘full- time undergraduates saw thelr borrowmg mcrease by an average -

of 8 percent. Part-tlme students experienced a much ‘higher 17 percentjump over this time

‘ perlod Tradltlonal college age students--18-24 year—olds--saw their debt levels rise by 4

' percent while 25 34. year-olds experlenced a 20 percent mcrease and 35-44 year-old
R students experienced a 29 percent increase. Debt for white students rose 9 percent be-
. tween 1990 and 1993 but 1umped by 19 percent for non- wh|te students. -

| .STUDENT AND. FAMILY ATTITUDES ABOUT BORROWING A NATIONAL SURVEY S

. The natlonally representatlve survey of undergraduate college students and families asked -

' avariety of questions, concernlng college costs student mdebtedness famlly ability. to pay.'_:;

for college, and future concerns about debt burdens. The survey, WhICh has a margln of
o error of +/- 5 percent revealed several |mportant f|nd|ngs '

’Students and famrlles feeI great anX|ety about the burdens that student Ioans place on .. '

' the|r llfestyle, career, and educatronal ob|ect|ves

» 'Slxty-two percent of respondents sa|d they ant|C|pate havmg to forego major purchases or. |

| _ spendlng because of the costs of college and 66 percent belleve that buylng a home is -

| 'unllkely shortly after graduatlon Slmllarly, 68 percent said that they conS|der student loans '.
- necessary yet they area major f|nanC|al hardshlp on my household ” Further, when asked

- if-total household debt including_student loan. debt, is manageable or a hardship; . one |
'quarter of respondents--24 percent--C|ted their overall debt as a hardshlp At the same_ .

 time, an overwhelmmg 97 percent ranked acollege education as very |mportant |nd|cat-
' |ng that fam|l|es see college as an essentlal goal that must be met. desplte the costs ,

- The rrsrng cost of college combrned W|th add|t|onaI loan debt wrll cause hardshlps for | L o

\‘ _ 'students and fam|I|es

‘ An overwhelmlng 87 percent of respondents sald that the cost of college is rlsmg at a rate e

that will soon put a.college education out of the reach of most people. Fifty-two percent\

‘ reported that “any addltlonal debt or major expense in the near future would posea serlous_f o

o ' _ : . n
A FuiText provided by Eric
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fmancral r|sk for my househoId ? Over haIf of aII respondents 55 percent said an add|t|onaI
' student loan would’ make their.debt burden somewhat or much more of a hardsh|p

Student loan debt is a very serlous problem for a srgmfrcant number of students )
‘ ."j‘and famllles . :

.,N|neteen percent of respondents sa|d student Ioans are or erI represent the h|ghest-

‘ port|on of their household debt. Twenty percent of respondents said the prospect ofin- " .

"fcreaslng debt has caused students to consider leaving school; 17 percent stated. that the
~prospect of increasing debt has caused them to consrder reducrng their. course load.

. Twelve percent of respondents crted student Ioans as being more than 75 percent of their .
Ahousehold debt Seventeen percent reported that their monthly student Ioan payments' -
-are higher than their montth payments for a mortgage or rent :

' . | Students and famllles have accepted borrowmg to pay for college asa major aspect
‘ of thelr overall debt patterns ' fo -

, When asked to. rank the most necessary reasons to take out any kind ‘of loan, equaI"_
jpercentages of respondents cited buy|ng a home (42 percent) and paying for coIIege (42
percent) as the most necessary reason to take out a loan. OnIy 6. percent crted purchasrng _
a car as the most necessary reason to take out'a Ioan - '

l

The economlc value of hrgher educatlon remams a strong motlvatmg factor for stu- o
: ‘dents and famrlles : - : . e

i When asked whether or not a good job was. I|ke|y from a coIIege educatlon 83 percent -
said it was likely. And when asked to pred|ct the s|ngIe most I|ker outcome of a coIIege '
. educat|on 67 percent crted a good ]Ob '

’,‘CoNCLUSiON "
- The findings'presented in this report'indicate that we are'at a crossroads in the financing'
~ of higher education.. Record levels of borrowing that have beenreached in the 1990s are -

" projected to cont|nue yet national survey data indicate a public that is willing to shouIder-
~the burdens of student Ioan debt because a coIIege educatlon is so |mportant

a

i1
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e

Our nat|onaI survey shows Amerlcans “Iocked m” to. the Amerlcan Dream of a coIIege '

- education. . Desplte signs- that they are at or near their fmancral I|m|ts they see coIIege
" education not as an opt|onaI purchase or debt, but as an essentlal goaI Many Amerlcanj,_
‘ fam|I|es say coIIege fmancrng is a “major hardsh|p” to them now and |nd|cate great anX|ety" "

: about the|r future and any add|t|onaI debt or expense ' ' -

‘7_,.4.

N

: ,_We are aIso see|ng tncreases in borrowmg IeveIs for specmc categones of students Bor-i'

rowmg for students at pubI|c coIIeges and unrversrtles is r|s|ng at h|gher rates than’ at pri- |

vate |nst|tut|ons There also. has been a marked |ncrease in the borrowmg IeveIs of non- U

: '. trad|t|onal and m|nor|ty students

N
’

- Th|s report ratses cr|t|cal questlons Wlth borrowmg IeveIs prolected to more than double .
~in the next. five years and with Amerlcans near their. debt I|m|ts now, will increased debt.'.--_ e
\"‘pressures push them beyond the|r I|m|ts'7 or will hlgher educat|on and the fmancrng struc-

tures adapt'7 The well-being and even the economic surV|vaI of the Amerlcan fam|Iy may
o rest on whether these questlons are sat|sfactor|Iy answered o

-

.or

et
I



N e . . . B ) . .,.v ) i - c . .

_INTRODUCTION

“In a socrety where it has become aII too common to take on debt in order to f|nance a

" consumer I|fester borrowrng for h|gher education, once a I|m|ted practice for students.and -

_ fam|I|es is becom|ng one of the dom|nant pieces in-the- portrart of American fam|Iy debt.
~ With the: rrsrng cost of coIIege and an ever-rncreasrng rellance on student loans to f|nance

: Slgnrfrcant changes have taken place over the past few years in’ the federaI student Ioan
: programs, which provrde the vast majorlty of the loans taken out by students and parents
.~ The 1992 reauthorrzatron of the H|gher Educatlon Act dramatically altered these programs
—_.'Changes in need anaIyses eI|g|b|I|ty, and program structure have |ncreased both the num--

s ber of borrowers and their loan amounts. As a result, borrowing to pay for coIIege has '_ PRV

N

skyrocketed Iead|ng to h|gher debt Ioads for most students and fam|I|es

_ \ Borrowrng by students and fam|I|es to pay for coIIege has been a frequent |ssue in the
E dlSCUSSIOn and debate of nat|ona| student a|d poI|cy Concerns about stead|Iy mcreasrng
borrowrng rates, which began in. the late: 1970s have prompted a-variety, of poI|cy propos-

- als to ease the burden of coIIege borrowrng Many of the recent proposals have focused

-on offerrng students aIternat|ve repayment optrons that are more flexible than the current
plans. These optrons such as increasing loan- forgrveness opportunrtres or I|nk|ng pay-
ments to the borrower s post coIIege income, a|m to make repayment more user fr|endIy

. - But despite these efforts to srmpllfy and ease student Ioan repayment pubI|c knowIedge
“about borrowrng for coIIege and the operat|on of federaI student Ioan programs remains -~
I|m|ted based on |ncompIete and possrbly |naccurate |nformat|on “Much of the publlcs :
. -understandlng of. coIIege borrowrng is framed by medra reports student gu|des to coIIege
-and word of mouth How accurate those |mpressrons are is vrrtuaIIy unknown .

. Several stud|es have been conducted over the Iast decade in an attempt to-analyze the
- issues of coIIege borrowrng and student loan debt ‘These. stud|es have indicated that, |n
'generaI average debt IeveIs for students are still reIat|ve|y low, and onIy a smaII segment

CERE

| Coliece DeBT AND THE AMERICAN FamiLy IS

_',__'hrgher education, the trends of the last few years are |mportant |nd|cators of what the future . i
::holdsforcollege debt and theAmerrcan fam|Iy S T A
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of\'students appear to have trouble repaying their student loans. While these previous
~ studies have provrded usefuI |nformat|on on tracklng average debt amounts and determin-

. |ng the post graduat|on earn|ngs and behavror of borrowers they have been hampered by
- several |mportant Irmltatlons ~ o : ‘

- First, many pr|or stud|es have attempted to assess how much debt represents a “burden” to
the average. borrower Unfortunately, little consensus has been reached on th|s topic: ana-‘ )
lysts have suggested that as low as 4 percent to as much as 10 percent of post graduat|on
- earn|ngs represent the threshold for student loan debt. In other words, debt totaI|ng more

than these percentages |s beIreved to be a burden on students that will negat|ver impact .

their ability to purchase a home or a car, pursue pubI|c service or other Iower-paylng ca-’
: greers or-even-have’ children. But how much debt-is “manageable” can vary W|dely for".
students dependlng on therr mdrvrdual crrcumstances ‘

’ Second these stud|es have concentrated on borrowrng that took pIace durrng the 1980s

" when overaII borrowrng trends began to |ncrease substantraIIy, but’ at a more predrctable' B

rate than in the 1990s However none ofthese studies has exam|ned the s|gn|f|cant changes
that have taken pIace recentIy in student Ioan programs and the|r effects on borrowrng

- Furthermore,fpast rep_orts have Iacked a firm'grasp of the public’s'comprehens,ion ‘of bor- *
‘rowing for college. “Important questions such as “how does the American family perceive -

- the current loan system and the ‘effects of recent programmat|c changes?” and “what is -
:_thelr ability to shouIder the burdens that |ncreased borrowrng entalls?” have Iarger re- l

‘ mained unasked and unanswered ' o o

| To assess the' c'urrent status of borrowing to pay for college on a'natiOnaI Ie"ve’I ,The Educa-"~ -

tion Resources Institute (TERI) of Boston, in cooperation with The Inst|tute for Hrgher Edu-

4 " cation PoI|cy in Wash|ngton DC has prepared th|s comprehens|ve summary report of -
L _ research findings. Several distinct approaches are presented in our report to. offer a com-
" plete p|cture of coIIege debt and the American fam|Iy F|rst we- present the most recent

* data ava|IabIe from the U.S: Department -of Education on nat|onaI coIIege borrowing trends.

‘The analysis focuses on trends in the 1990s and |ncIudes the most current estlmates of -
1995 borrowrng levels and prolectrons of student borrowrng to the end of the decade In-

add|t|on our analysis |ncIudes data on the character|st|cs of those taking out student- loans,’
based on'information gathered from the 1990 and 1993 National Postsecondary Studerit
Ard Study (NPSAS) ‘ : ‘

i4
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We also offer the results of a nationally representative survey of undergraduate students
and families who borrow to finance their college education. This survey, conducted in July
of 1995, was designed to assess the impact of student loan debt on family attitudes about
college, major finanQiaI decisions, and the possible future ramifications of debt burden.
The survey sample was drawn from a database of approximately 5.5 million college stu-
dents representing over 1,100 colleges and universities. Represented schools include
both public and private institutions, large and small, located throughout the United States.

Atotal of 373 adults from 45 states participated in the survey, which has a margin of error of
+/- 5 percent.

Profiles of student and family borrowers round out this report on college loan debt. These
borrowers, who all currently have loans through TERI to pay for their education, were inter-
viewed at length to further illustrate how borrowing impacts American families in their pur-
suit of postsecondary education. A profile is found at the end of each section of the report.

The combination of national data, survey responses, and profiles presents for the first time
a complete picture of the situation facing students and families--both now and in the near

future--as they attempt to finance what has become one of the most |mportant pieces of the
American Dream: a college education.

=
k-
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FamiLy DeBt PROFILE #1:
THE Lee Famiy*

“We will do anything for our son. This year, in order to
make the payments on the student loans, we will cut
back on groceries, my wife will start carpooling to work,
and I'll put off buying a truck | need for my business.”

The Lee family includes two parents and a son, John, who attends a culinary school in
New England. Both parents work: the father, 54, is a plumber and the mother, 48, is a
physical therapist. The annual family income is approximately $54,000. Their annual
student loan payments exceed $9,000, a monthly total of $766.

This is a hard-working family that strongly believes in the value of higher education, yet
finds paying for their only child’s education an extreme hardship. They sacrifice so that
their son can earn a higherincome than he could without this education. They will “eat

less, spend more time commuting, and incur lost business” in order for their son to get
ahead, according to Mr. Lee.

The family is paying for John’s education with loans, credit cards, and “whatever we
can get our hands on,” Mrs. Lee says. Recently, John raised the issue of leaving school
rather than having his father work at two jobs and seriously risk his health.

The family is concerned about the effect of so much debt on their future. “How do they
expect me to save for retirement?” Mr. Lee wonders. Default is also of great concern.
They believe that people want to repay student loans, but they are often unable to do
so. They worry about “being forced to default on all or some” of the $20,000-$30,000 in

student loans, even though they “take pride in being hard working, honest, credit-wor-
thy people.”

* Names have been changed to protect the privacy of the families and students pro-
filed.
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THE AMERICAN FAMILY:
NATIONAL DATA |

. Formany Americans, borrowing to pay fora college education is seen as an investmentin . -

-~ their future and the potential success that awarts them on the other sidé of the ivy walls.

" However, the investment. needed for a college educatron is not: smaII and many students'
and’ famllles have to Iook beyond the|r own I|m|ted resources for help i in payrng for coIIege i
Slnce the mid- 1960s, the federal government has been the major provrder of- such assis- ‘, f .

‘ gtance Student aid programs, which began with smaII budgets and served a limited num--
ber of students, have blossomed into a srzable |nvestment that heIps in one way or an-. B

o :other approxrmately 43 percent of the 16 m|II|on students currentIy pursu|ng postsecond-;._.‘. S

ary educatron

’Though student loans have always been a substantlal component in the array of ard pro-_
- grams that the federal government offers severaI factors have converged recently to in- -' .
crease the prominence of borrowing to pay for coIIege Most s|gn|f|cantly, student Ioan .
o opportun|t|es have’ |ncreased over the years as programs have been created, expanded '
"and redefined t6 allow. more students to borrow greater amounts. As both.financial and .-
political support for grant, aid_has eroded support for student borrowing has remarned..‘, o
* strong. In-addition, with the escalatron of coIIege costs--from 1981 to 1994 costs of atten-
. dance at private and public unrversrtles rose by.203 percent and 153 percent, respect|ver- '
-students and famllles have had a greater need forloans. The most recent data show that
American families have read|Iy taken advantage of |ncreased borrowrng opportun|t|es and—_'
are assumlng record Ievels of debt. - )

. The srtuatron currentIy facing student and famrly borrowers can be summed up in four -
. words:. an eprosron in borrowrng Slnce the |ncept|on of the Federal Famlly Educatlon_._'_-'__”

‘Loan (FFEL) program in 1965 the program has:swelled to more than $205 b|II|on incumu-: - - B ,

-7 lative volumé in 1995." OveraII loan vqume ‘has grown steadily from the $73. m|II|on in
| .or|g|naI Ioans |ssued in 1965 More str|k|ng, however is the fact that the dollar amount of
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the loans |ssued from 1990 to 1995--over $1OO b|II|on--represents one -half of the cumuIa-

- tive volume of the entire program 2 In other words, total borrowrng in the 1990s is equaI to
the amount borrowed in the 1960s, 1970s and 1980s combined. '

' The Iargest portion of the growth in student loan borrowing took place in 1993 and 1994,
- when the amendments from the 1992 reauthorization of the Higher Education Act firsttook .
effect. W|th these changes in place, borrowing skyrocketed by 57 percentin ]ust two years.
_ V_Projectrons for 1995 point to continued |ncreases in borrowing, aIthough at a sIower rate -
. than the prevrous year ~ ‘

.Borrowrng is.increasing at a rate nearIy three t|mes as fast as coIIege costs and four t|mes.

as fast as personaI |ncomes Between 1990.and 1994, borrowrng grew by an average of,‘ ;

o .22 percent annuaIIy Dur|ng that same trme period, costs of attendance (tuition, fees room

> oo and board) at pubI|c |nst|tut|ons |ncreased by an average of 6.6 percent and. at pr|vate IR

‘ |nst|tut|ons by-an-average of 7.3 percent. Borrowrng also has s|gn|f|cantIy outpaced growth - -
in incomes. D|sposabIe personaI |ncome per cap|ta from 1990 to 1994 |ncreased by onIy T
4.7 percent per.year. S - '

(4

THE EFFECTS OF THE 1992 REAUTHORIZATION

The 1992 reauthor|zat|on dramat|caIIy aItered the FFEL program In add|t|on to estabI|sh- ) |
ing a FederaI Direct Student Loan (FDSL) p|Iot program an “unsubs|d|zed” component of

the Stafford loan program was created, aIIowrng all students regardless of need, to borrow )
-federally guaranteed loans. The Ieg|sIat|on also estabI|shed higher annual and cumuIa- :

o R “tive loan limits for the Stafford and SuppIementaI Loans for Students (SLS) programs and' '
8 : removed limits from the PLUS program for parent borrowers Furthermore the SLS pro-
©_gram was slated for eI|m|nat|on as of July 1, 1994 to be- repIaced by the unsubsldlzed

; _‘_‘Stafford program ' - ' - '

1 All 1995 program data are estlmated from u. S Department of Educatlon Loan Volume Update .
First N|ne Months of 1995 ' :

2. UnIess otherwise noted all FFEL information is repo’rted 'in-federal'fiscal years. CeL o

3. The pilot program was subsequently converted to afull program in 1993. Data on loan vqume in
the FDSL and Perkins Loan Program are not included in this analysis of FFEL unless otherwise - -
indicated. : : '

B

ig
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Average AnnuaI Growth |n Borrowrng, College Costs and Personal Incomes
-1990- 1994 . S

e ' : . [CBorrowing for College
2929, - .. | wmCost of Coliege: Public
S T ) : :IZlCost of College: Prlvate C
[ IDisposable Personal Income - -

Note: College costs- are defined as tuition, fees room and board.
- Source: U.S. Department of Education, Digest of Educat/on Stat/st/cs 1993; and The’ College Board
: Trends in Student Aid: 1984 to 1994 : o

In addltlon the def|n|t|on of an mdependent student was altered Under the prewous .
| complicated def|n|t|on an independent student was an individual who met a combination
-of several criteria including age; m|I|tary serwce marltal status, dependency status, and’ D
financial resources After the reauthorlzatlon an mdependent student is defined as one -
who: is at least 24 years old; is a veteran; is married; 'or has legal dependents other than’ a
spouse. Prior to the reauthorization, married students and students with dependents other o
'than a spouse mlght have been considered dependent students (if they were under 24)
‘_dependlng on their financial situation; now they are automatlcally classmed as mdepen-
- dent. The new S|mpI|f|ed def|n|t|on thus expands the populatlon of- mdependent students -
sllghtly '

' The reauthorization also sou'ght to simp_lify and streamline the process’of a'ppIying for fi-
" nancial aid. A'single application form for all Title IV aid programs was instituted, and home -
- and farm equity were removed from the assessment_ ofa student’s Expect'e_d'Farnin Contri-
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’ but|on (EFC)--the amount the student or the student s fam|Iy is requrred to contrlbute to-_
totaI educatlonal expenses W|thout home and farm equrty in this calculatlon the EFCs of f
_ middle- -income students were effectlvely Iowered opening the federaI a|d programs to some.

. new students while permitting other. students to qualify for add|t|onaI fmancral ass|stance S

4'-In many cases, th|s new or. add|t|onaI ass|stance was in the form of Ioans

‘ "As of July 1 1994 the new Ioan I|m|ts underthe reauthorlzatlon took effect--the same date |
o that the SLS program was repIaced by the unsubsldlzed Stafford program The new cerl-__}-}'
o |ngs essent|aIIy merged the I|m|ts from the SLS program wrth those for the unsuDS|d|zed _

B I_._oan Limits__B_efore and_After _the 1_992 ReauthoriZatione-_ S . '(“.

Before the 1992 Reauthorlzatlon _‘;t' 'Aftevr the 1 992‘Reauthoriz’ation-'

o Independent -Depende_nt N " Independent _(D'e'pendent
" Students ~  Students .-, Students - Students =

NSubs:dlzedStafford B I

Freshmen . .- 1 $2625 . . " $3625 ' .. §2625 . . $2625 -
* Sophomores - - T $2625 ° . $2625 " $3500 - $3500°

| Juniors/Seniors. <. - . .".$4000° -+ $4000 . .- 7 $5500 - - $5500-
-_Graduate/ProfessronaI . $7500 - .$7500. - - - '$8500 . -. $8,500° -

_,Subsrdrzed Stafford and SLS : L e
.| Freshmen- - . - $6625 . - $2625
‘Sophomores- - - . $6625 .- - $2,625.

“| ‘Juniors/Seniors’ .. - - "--$8,000 " *.* $4,000. :~
' Graduate/ProfessuonaI : $11,500 . $7,500 .-

 Subsidized and Unsubsrdrzed Stafford AN

SESUEER & Freshmen .- L S T e 86625 . L $2,625 ;
" " | 'Sophomores Lo e o T $7,500 "~ $3,500
Juniors/Seniors - - ST Co T $10,500- - $5,500 )
Graduate/Professional - E o T - $18500 . $8500

Co | eluss T NotEIrgrbIe °$4000. '.° . . NotEligible - NoLimits’ .

Aggregate Max:mums
Undergraduate oL T e S e
el Dependent . - = .. “$17250 - 0 L 0. -$23,000
S+ .+ .Independent . . - - $37,250 = '~ oo -$46,000
' Graduate/ProfessronaI* L .$74,750 T . $138500
PLUS ~ - .. .%20000 . IR NoMax;mum

" * Incluides loans made at ihe undergraduate level..




Growth in FFEL Loan Volume, 1966-1995
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FFEL Volume 1990-1995: $103 billion
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FFEL Volume 1966-1990: $102 billion
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Stafford program, raising the annual and aggregate restrictions for both independent and
dependent students. As before the reauthorization, students cannot borrow more than
their cost of attendance minus other financial aid, and all borrowers are restricted by ag-
gregate limits. (Aggregate limits for graduate students include borrowing at the undergradu-
ate level.) The ceiling on PLUS borrowers was removed in the reauthorization, allowing
parents of dependent students to borrow up to the full cost of attendance and above the

annual loan limits for Stafford loans. In addition, the limits rose dramatically for indepen-
dent and graduate/professional students.

Changes from the reauthorization--the creation of the unsubsidized Stafford program, the
revision of the definition of an independent student, and the elimination of home and farm
equity from the EFC calculation--expanded the field of borrowers in the FFEL program. At
the same time, the increase in loan limits potentially raised the amount of each loan bor-
rowed. This twofold effect contributed to the single largest increase in dollar volume in the
30 year history of the program--a jump of over $5 billion from 1993 to 1994.

It is projected that cumulative volume in 1995 will rise to more than $205 billion. If borrow-
ing continues at the same annual rate over the next five years as from 1990 to 1995--
roughly 17 percent--cumulative FFEL volume will be approximately $393 billion by the
year 2000, with an annual volume of $50 billion. This doubling in just five years means

ik
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that total student loan borrowing by Americans would be on par with current individual
expenditures for health insurance ($39.5 billion in 1994).

FFEL VoLume

While the first half of this decade witnessed significant growth in the FFEL program overall,
substantial increases occurred in dollar volume in the SLS, unsubsidized Stafford, and
PLUS programs after the 1992 reauthorization, whose effects first appear in the tabula-
tions for the FFEL program in fiscal year 1994.* From 1990 to 1992, dollar volume in-
creased by 20 percent--about 10 percent each year. In 1993, volume jumped another 20
percent--rising the same amount in one year as in the two previous years. After the reau-
thorization, FFEL dollar volume in 1994 increased by almost 30 percent to an unprec-

edented $23 billion for one year. Total borrowing in 1995 is projected to rise slightly from
1994 to an estimated $24 billion.®

This surge in borrowing from 1993 to 1994 occurred in all of the FFEL programs, but espe-
cially in the unsubsidized Stafford/SLS and PLUS programs.® While dollar volume in the
subsidized Stafford program grew by 18 percent, volume in the unsubsidized Stafford/SLS
programs skyrocketed 62 percent from 1993 to 1994. Without the requirement that borrow-
ers demonstrate financial need in order to qualify for a loan, new borrowers in the unsubsi-
dized Stafford program, in addition to those transferring from SLS, are likely responsible

4. Some volume for the unsubsidized portion of the Stafford program was measured in 1993.
For the purposes of this analysis, volume in the SLS and unsubsidized Stafford programs have
been combined in 1993 and 1994, as one program was beginning and the other was ending.

5. While overall borrowing is projected to increase in 1995, dollar volume in the FFEL program
will actually decrease slightly. However, this decline reflects the advent of borrowing under the
FDSL program. We estimate that in 1995, volume for FDSL will be approximately $1 billion.

6. From 1993-1994, actual volume fell in the SLS program by 39 percent and increased by 366
percent in the unsubsidized Stafford program. In 1994, the SLS program was replaced by the
unsubsidized Stafford program; while the programs are similar, SLS required borrowers to
demonstrate financial need, and the unsubsidized Stafford program does not. Thus, the growth
of 366 percent might be attributed to the first year of full implementation of the program and to
the transfer of some SLS borrowers to the new program. Despite the differences between the
programs, they have been combined to form an unsubsidized Stafford/SLS programs category to
offer the best indication of what actually occurred in 1993 and 1994 in the unsubsidized loan

programs. In 1995, only unsubsidized Stafford has been assessed, since the SLS program was
terminated July 1, 1994,
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for much of the jump-in vqume The number of: unsubs|d|zed Stafford/SLS loans grew by

- 52 percent during this t|me but the average Ioan |ncreased by onIy 7 percent, demonstrat- '
K “'rng the influx of new borrowers to the program - oo '

‘ In 1995 doIIar vqume in the unsubsldrzed Stafford program erI rise by an estimated 178 R
percent with the number of loans jumping 131 percent from 1994. Wh|Ie the size of the

‘ .average loanhas. grown, by 21 percent, a dramatic increase, th|s represents only a portlon
of the growthin vqume thereby reveaI|ng the combrned effect of new borrowers and Iarger_ '
loan I|m|ts on the program B TP

. DoIIar vqume in PLUS Ioans rose by 32 percent from 1993 to 1994 whereas vqume had'
) grown by onIy 2 percent the prevrous year. Th|s increase appears to stem directly fromthe
: removaI of loan limits after the 1992 reauthorization. The number of loahs rose by onIy 2
A " percent.from 1993 to 1994 |nd|cat|ng that fewer borrowers partrcrpated |n the program
_ Yet, those | parents ‘who borrowed took out substant|aIIy more in each Ioan the average, '
- loan amount grew by. 29 percent. Without any loan. limits in the PLUS program, these.- _
. parents ‘were able to |ncrease the amount they borrowed and did so. This trend is pro- -
- jected to cont|nue |n 1995, with the number of loans and doIIar voiume decI|n|ng 16 per- L
- "cent and 8 percent respectrvely, yet the average Ioan |ncreasrng by 9 percent '

TRENDS IN UNDERGRADUATE BORROWING IN 1990 AND 1993

‘ . While loan vqume in the FFEL program skyrocketed in 1993 and 1994, Nat|onaI Postsec-' |

ondary Student Aid Study (NPSAS) data from 1990 and 1993 (the most recent year the . .

- survey was. conducted) indicate that borrowrng |ncreased in the earIy 1990s as well To o
- measure the extent of students borrowing, cumuIat|ve borrowrng during the fourth and fifth
_years of undergraduate study--just before graduatlon--was studied. 8 CumuIatrve borrow-
'|ng |ncIudes loans from all sources, including formal government and pr|vate Ioan pro- o
grams, as weII as Ioans from frrends and relatives. '

7 NPSAS data are reponed in academlc years

T 8. Founh and fifth- year status is determlned by the number of credlts a student has earned,
" not by the number of years in which a student has been enrolled. Cumulative borrowing in Iess-
" than-four-year schools was not assessed due to the difficulty |n trackrng students progress
towards program completnon
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| Change in Loan Volume FY 1992 - FY 1995

| :Total*,

Total FFEL .

- Numberof Loans** -~
Dollar Amount Bofrowed**
' Average Lo'anAmount**' ‘

’ ‘. -Stafford SubSIdlzed i
- NumberofLoans™
"} Dollar Amount Borfowed *

-Averageloan = -

|- Statford Unsubsidized " ~
’ Numberof Loans _
* Dollar Amount Borrowed_ s
N Average Loan *

o

sLs

Number of Loans

~ Dollar Amount Borrowed

Average Loan )

Number of Loans
Dollar. Amount Borrowed

| Average,Loan .

PLUS

[ ‘Number of Loans ‘
‘Dollar Amount Borrowed -

A_ve‘rage Loan -

S EY1992
- $14,749,000 . ..

¢ 15130000, -
.. $14,749,000,000 -
2,875 1

Cageroo0
. $11,250, oooooo R
f$2815

4.

- 740,000 |
1$2,207,000,000 - -
‘1$2 983’ '

, Stafford Unsub5|d|zed and SLS

740,000 “
.. $2,207, 000,000
o '$2 983 '
-393000 _
“ $1,203, ooo 000
L '$3289

fll’St year for WhICh FDSL estlmates are avallable

’.‘423000
- $1,019, ooo 000, .
T 824100 '

‘FY 1993
© "$17,863,000,000

" 5,647,000
- $17,863,000, 000°.
s ?$3163 "

4,072,000 * -
. $12,471,000,000 -
. t$3 062

S

- - $3,060,000,000
. $3789

231000
$4,079,000
$3314 .

.- 344,000
7+ $1,312,000,000
SR $3,81'7 o

9.2%

% Change L

21.1%. ..

__10.1% .

21.1%

.10.0%

1%
L109% . s
88% T

386%

270%.

o 864%.
. 848% . .. - .
A% e

T A25%

15% .-

' .'1,6.1%.

*Thls flgure reflects the total dollar amount: borrowed |nthe FFELand FDSLprograms in FY 1995 the 4 L

** This |nformat|on (total and for each type of loan) was obta|ned from the Loan Program Data Book or

~the Loan Volume Update for the correspondlng fiscal year:

c24
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'FY 1995*** " % Chang e
$23,760,000,000- . 2.9% -

" EY_1994 * % Change -
$23, 101,000,000 *.  29.3%

" TotaI‘FFEL" T LI
16,747,000 * .- . 195% - . 637,000 ' . - 56%
$231o1 oooooo - .293% .. 7. $22,780,000,000 < - -1.5% . L SRR
$3424 o "8.;3%. N < -7 T 1 S

) StaffordSubS|d|zed IR R

L 4522000 T LM% . :"_4037000 T 07%
'$14,758,0000000 . 183% 1. . . $13416, oooooo 9%
B S 6-6%-~- o r83828 T 0T U 18%

Stafford Unsub5|d|zed R

o 1322000

' $4,748,000,000
83502

' SLS .
553,000,

81, 868 ooo 000
$3 377" '

Stafford UnsubS|d|zed and SLS . ..: X

1,875, 000

$6,616,000000.

. '$3529

PLUS_ '
850,000 .
~ $1,726,000, ooo
$4 934

“*** Numbers fbr"F_Y 1995 were estimated, based on'third qura‘rtéf figures.

- 316%
! '390% R
-10.9%' -

- 52.3%
62.2%

6:5% : '

7% .
316% .
29.3%

2125%
. 365.9%
49.0% .-

3,048,000
. $13,220,000/000 -
) '$4337 '

3048000 .
- $13,220,000,000
L $4337 - -

295 ,000
- $1,585, 000 000 _

$5375

| 1306%
- 178.4%
-'20.7%

62.6%

. 99.8%

22.9%.

-15:7%

8.9%.
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From 1990 to 1993, "cum'uIative bo’rrow'i'ng rose by 10 percent from $7,675 to $8,474. While -
_th|s increase appears reIat|ver minor for the fourth- and fifth-year undergraduate popuIa-
tion as a whole, a closer examination of. where the growth occurs reveals that certain groups .
of students--those attending publrc institutions, non- trad|t|onaI students (defined by sev--" .

' 'eraI factors) and m|nor|t|es--exper|enced |ncreases in borrowrng s|gn|f|cantIy above the
| 10 percent f|gure : -

e TYPE 'AND CONTROL OF |NSTITUTION

| As one m|ght expect borrowrng for undergraduates var|es Iarger accord|ng to the type ‘of

-~ institution they attend The h|gher cost of attendarice at pr|vate four-year institutions can S

' . Iead to-larger debt levels for students atthese schools. |n 1990, the cost of attendance at-

| these institutions averaged about one-and-a- haIf times that for publrc four-year schools v B

' S Yet data show that while students at pr|vate |nst|tut|ons borrowed more, on average than
those in the pubI|c sector borrowrng |ncreased at a greater rate from 1990 to 1993 for -
B students at publlc four-year |nst|tut|ons Debt IeveIs for: undergraduates attendrng pubI|c
. four- -year |nst|tut|ons rose from $6 742 in 1990 to $7 594 in 1993--a 13 percent |ncrease -
I For. students at pr|vate four-yéar |nst|tut|ons borrowrng grew by onIy 2 percent from $10 561 -
to $10 747. The 13 percent jump, while not dramat|c m|ght reflect the recent increases in
- tuition and. fees |n the public sector--a trend that contlnued after 1993 Grven that totaI o

; costs of attendance for students at pubI|c four year |nst|tut|ons rose by about 19 percent‘ R

. over that trme perrod th|s suggests that the majorlty of th|s |ncrease was covered by stu- a
~ 'dentloans. SRUEERY v | ' '

| -'NONETRADH_IONAL ST,U,DENTS'_. |

'One of the major recent trends in h|gher educat|on is the rap|d growth of the non-trad|t|onaI
. student popuIat|on These students are- oIder than the traditional. student _cohort, often

. enroII ona less. than full-time bas|s and are f|nancraIIy |ndependent Analyses of NPSAS

_ ,.'data revea| that borrowrng by non-traditional students has increased sharpIy The tradi- -

t|onaI student popuIat|on--18 -24'years-old, full- time; and dependent--dld not demonstrate'_ .

the same magn|tude “of change in cumulatrve borrowrng levels.

9. Trends in Student Aid: 1984 10" 1994, The-,Col_lcgc Board, 1994.
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"I both 1990 and 1993 the majorlty of undergraduate borrowers were between the’ ages of_ o

18 and 24, with 62 percent in 1990 and 60 percent in 1993 in-this category The 25-34

. ,_year-oId group was the second Iargest group, with 27 percent in both 1990 and 1993,and - _
L the 35-44 year-old cohort was the th|rd Iargest group wnth 9 and 10 percent in.1990 and A
1993, respectlvely : ‘

The 18 24 year oId borrowers showed the smaIIest |ncrease in cumuIat|ve borrowrng from o
l'l-1990 to 1993: 4 percent from $8,193 to $8,559. The older- students, however who com- .
__pnse more: than a third.of all student borrowers showed miuch greater |ncreases in the|r~',
debt’ IeveIs The.25- 34-year-old group moved cIoser to the trad|t|onaI cohort S. IeveI with

cumuIat|ve borrowrng of $7,119.n 1990 and $8, 545 in 1993 az20 percent increase. The _

' 35.44 year -old group experlenced an even Iarger increase of 29 percent from $6 150 to S

L $7 941 B : .

o Many students attend coIIege ona part “time basrs in-order to work at’ a part t|me orfuII t|me. _
- job; but the data suggest that these students .need to borrow to pay for college, desprtei .
e |ncome from a job.. The rising cost of coIIege and the difficulty in f|nd|ng high-paying jobs . .
wrthout a coIIege degree probany contr|bute to their need to borrow Assuming that most - .
- part-time students work it appears that to “get ahead” and gain a coIIege degree they must o
- “also rer on Ioans . C :
_'AImost three -quarters of fourth and f|fth year undergraduate borrowers enrolled ona fuII-,
time basis. Part-time students constituted a substantial portron of the popuIatron as well,
.thowever of these groups, full-time undergraduates reported the smallest i |ncrease incu- -
- - mulative debt levels' from 1990 to 1993,an8 percent rise from $8 17510 $8, 859. Part- time :' o
.. students’ experlenced a 17 percent jump, more than twrce the growth of fuII t|me students
' from $6 521 to $7 625 " : '

v : Financial a|d in any form is cr|t|caI for |ndependent students who by def|n|t|on Iack other
‘'means of support In both 1990 and 1993, |ndependent students represented overhalfof = °
_the overall popuIat|on of undergraduate borrowers, and over that three- -year period, expe-

rrlenced a substantral r|se in the|r average cumulative debt level, especially compared with
. dependent students Independent students’ borrowrng rose by 17 percent, from $7,138 in .~
" 990 to $8,365 i in 1993 An contrast borrowrng by dependent students increased by only3
. percent on average over the same time per|od from $8 377 to $8,611. The lack of ava|I-"

- 2T
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o 'Average Cumulatrve Borrowrng
' '_for 4th/5th Year Undergraduates

._ 1_99_ 1_9_3 .. °oChan e
|-Bofrowers OveraII ST rers . ssaTa oo 10%
‘ TradltronalStudentBorrowers L o . S - R
© 1824 Year-Olds ' . - i$8193 . $8E5QT . . . )'-4'%' RS
©Fuitime vt 88175, . 088859 . Lt . 8%
o Dep'endxent S0 . T seam L seentl 3% ‘
, ‘.Non-tradrtronal StudentBorrowers - )- S _.;"-,."-j_ T S
| - 24-34YeatOlds . - $7118. - §85d5 . 1. S20%
" 35-44YearOlds T T ui 96180 - - $'7'95ﬁ- LT agey
CPamtme o o e Tgeset o 9765w 7%
,:."Inde_pend_ent' ";5: o .‘. - ,"'-$7,1'3'8' $8 365. e RN 17% .
_'-f‘_ Borrowers byType and Control oflnstrtutlon e L
" PrivateFourYear . ... 810561 " $1o747 e ','_.'2% 1
' Publlc Four-Year L $6’742 :‘-f $7 594 ° e CF 1 3% - a

= - Borrowers by Race/Ethnlcrty

N°”'Wh'te o T 86,4967 STTI9 vy L 19%

-0 . . v
S Lo

b|||ty of other forms of flnanC|aI a|d and the accessrblllty of Ioan programs for mdependent': 5
~',-'j:students might have contrrbuted to mcreased borrowmg SRR T o

B

.\ MI’N6R|T|E$' e }'3. A L

[P

“White, non- Hlspanrc . $7,947 . ..98653 7 9% SR

' When borrowers are examlned by race/ethnrcrty, the data reveal that whlte non- Hrspamc

studerits’ have larger amounts of cumulatrve borrowmg, but non -white’ students show a .
'greater rate of mcrease Borrowmg by whrte non- Hrspamcs grew from $7 947 in 1990 to-
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$8,653 in 1993, a 9 percent increase. For non-white students, the increase was much
larger: 19 percent from $6,496 to $7,719.

Among non-white borrowers, debt levels for black, non-Hispanics and Hispanics increased
by 22 percent and 24 percent, respectively--from $6,508 to $7,933 for black, non-Hispan-
ics and from $5,674 to $7,067 for Hispanics. Borrowing forAsian/Pacific Islanders grew by
a smaller percentage but remained higher than that for the other two minority groups cited;
from $7,355 in 1990 to $8,385 in 1993--a 14 percent increase.

Overall, these data indicate that non-traditional--older students, part-timers, and indepen-
dent students--and minority students experienced substantial increases in their levels of
cumulative borrowing from 1990 to 1993. While growth in borrowing occurred for all groups,
the striking difference in the rates of increase for non-traditional and minority students should
be noted. Similar information about cumulative borrowing is not yet available for the time
period since 1993, but the dramatic increase in loan volume in the FFEL program in 1994
suggests that this trend among non-traditional student borrowers will persist. For example,
the expansion in borrowing among independent students is likely to continue to increase

after the 1992 reauthorization, since loan limits were raised even higher for independent
students.

&O
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Famity DesT PROFILE #2:
STeVE JOoHNSON*

“I have a loan for this coming semester,
but with the costs and my debt burdens,
I may have to reduce my course load again.”

Steve is a 23 year-old student enrolled in a post-baccalaureate program in order to
attend medical school next fall. He believes that “a college education is necessary if
you want to pursue a career in America.” Although his parents paid for his under-
graduate education, he has taken on between $10,000-$20,000 to pay for his post-
baccalaureate studies and will borrow even more to attend medical school. With his
loan options limited due to his post-baccalaureate status, Steve works to cover his

living expenses and to offset education costs, just as he did during his undergraduate
study.

Steve recognizes that for many people college is not affordable; however, he feelsiitis
more affordable for him because he has made it such a high personal budget priority.
“People have to plan for the costs of college and repayment of their loans. They must
try to fit that in,” he says. Without loans, Steve would currently be unable to attend
school, just like some of his friends who declined to attend due to the cost of college.

As it is, he has already reduced his course load once, and his debt burdens have
caused him to consider doing so again.

Steve feels that his overall monthly debt payments are “somewhat of a hardship” and
his student loans make his hardship “somewhat more difficult.”




'l _ RCAN FIY
'STUDENT AND FAMILY o
‘?_'ATTITUDES ABOUT BORROWING

Grven the reaI|ty of debt that students and fam|I|es have taken on what are the|r att|tudes _

- and concerns about |ncreased debt burdens’? W|th borrowrng so prevaIent inour socrety "

- - that it has become commonplace to-take out 30-year mortgages for homes and loans to- L
" buyéars, borrowrng moneyto pay fora coIIege educat|on is now the norm But.while much |
information exrsts about fam|I|es borrowrng ‘activities, not as much is known about their h

N attrtudes and knowIedge regard|ng student Ioans and the|r debt burden ' '

R 1) order to gather th|s |nformat|on we conducted a nat|onaI survey of undergraduate stu-
e dents.and families who borrow to: finance therr coIIege education in. late July of: 1995. The’f :
. survey |nstrument was des|gned to: assess the f|nancral and psychoIogrcaI affect of stu- |
-dent loan debt on fam|I|es throughout the Un|ted States Specrfrcally, the survey questrons :
sought to: C ' ’ : . '

s © .gauge: how and why families with coI-v YES OR NO IN MY OP'N'ON THE
1 lege students vaIueacoIIege educat|on _ "COST OF COLLEGE IS RISING AT A '
e _”‘assess the affect of overaIIdebt and stu- ,‘RAT_E, THATW'LL SO.ON P UTCOLL.E_GE-_"-T_ ,
" _dent debt on lifestyle and other eco- - ‘OUT-OF REACH FOR MOST PEOPLE? -~
. ‘nomic decrsrons : R o o -

e "'examrne attrtudes about the cost’ of’ -

h|ghereducat|onandstudentloandebt,‘ o o
and. - . T - 87%-Yes.
- _-A- explore possrbIe future ramrfrcatrons of s .
B :debt burden. . '

o then the major survey f|nd|ngs are compared
with the national data, it appears that-students - oo
. and families feel great anxiety about the bur- - :-A
-dens that loans place:on: therrilrfestyle,careers,f,' . |

Y




Csunerquestons

e,

| __On a scale of 1- 10\ please rank the- |mportance of a college educat|on where 10
means - very hlgh |mportance and 1 means very Iow |mportance
’ 97% ‘said 8,,9 or 10 - ’ :

s

T ' N .
-s

o ) have a I|st of |tems assoc|ated with completrng a college educat|on Please |nd|cate '
- whether you feel that shortly after graduatlon each item is I|kely or. unl|kely to. happen
' " Get-a good jOb s Ilkely 83% .- . N unllkely 12%
,Buyahome Co : Ilkely 31% L unllk_ely o _66% T

In your op|n|on, what outcome |s most I|kely from a college degree"
.. 67% . said* agood jOb” ' L ~ :
O% . sald “have a hlgher mcome -

. .,x

Vi On a’ scale of 1 - 10 please rank how affordable you thlnk college |s, where 10 means Ui

very affordable and 1 means not at aII affordable R T
' 38% sa|d1 2, or3 Cl T e e ._,‘ T

U People take out Ioans for a var|ety of reasons such as to buy a home or car pay for'- =

' L college, cover med|cal expenses and other debts, and more Please I|st what you th|nk-_" -

i are the first;. second and third most necessary reasons to take out any klnd of Ioan
- 42% “said. "buy a home as. most necessary reason S, .
,42% - said " pay . for undergraduate college as most necessary reason '_

‘ .'6% sald “buy a car as most necessary reason o T

F Do you ant|c|pate havnng to forego any major purchases or spend|ng because of the -
" costsofcollege" o S e '
o .:Yes_ 1 62% .- No. 37%_“‘_‘:__' S 3

2 What major purchases or spendmg do you antlclpate havrng to forego" o =
: 24% - said “buy a home” ST » T
63% sald “buy a car’ . S AR
~.’20% sald “pay for vacatlon or other entertalnment” L

a Student Ioans represent or wrll represent what portlon of your household s overall debt" o N
' - The hlghest 19% - _‘ f A Iarge 16% . . A small S 2% - jl‘ L

Avery Iarge 8%, - Amoderate '."3\5% . Avery small 8%' o

. e e : . . . ..
. B ..'v - R > ' B -7 : . - 'ﬂ
r
et e , ) ,
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e

R percentage that your student Ioans represent of your househoId 'S est|mated overaII -
debt. SN L o . T
_ 1% -10% " " 20% “21% 30%' E 1,9%‘- 41°/a-.'5p%“_6°/°j R
o ,:1".1_°/9_‘-:20%' 26% 31%-_ 40% 9% '_.,'»,_51°/;§'_-;_75°'/<,-_'6_°_/° S ‘Oyer 75% .-,12_%-'-‘ '-

: When |ncIud|ng your student Ioan debt your totaI househoId debt |s or wnII be
Verymanageable - 5% R Ahardshlp Rt 20%
Manageable 68?/9“ C e ‘ Amajor hardshlp ,4?/9-

f you are currentIy or are about to beg|n paylng a mortgage or rent are or wnII your

'montth payments be h|gher for mortgage/rent or student Ioans" R s :

Mortgai'ge‘or ré_h_t .6_3% ;'S'tude,:nt"l_oans_jﬂ?/o._ L Don':t_KnoW[NAf ,29%

_ Yes or no I cons|der student Ioans necessary yet they are a ma]or f|nanc|aI hardsh|p on &
LA househoId" I T _:. R
Yes €8% . V. . . No j. 32_%_.,.;7 S

o ~ _Looklng ahead to the future ‘an add|t|onaI student Ioan will make your debt burden
. .. No leferent R R 4% L - Shghtly leferent LT B1%
" Somewhat more of a hardshlp _38% - Much ‘more ofa hardshlp -.17_%~

]
v

o x -'.Yes or no, any add|t|onaI debt or major expenses |n the near future wouId pose a ‘.
ser|ous f|nanc|aI r|sk for my: househoId" | L R
C¥es B2t N"o.' «_-_48%*_ L
. | Yes or no, in my op|n|on the cost of coIIege |s rlsmg at a rate that wnII soon put coIIege : '
- out of reach for most people‘? , S S S
T Yes B7% e T T No ,_13°»/o~ ‘

L Has the prospect of |ncreas|ng debt caused the current student(s) from your househoId 1
to consider Ieavmg school'? R c .
o Yes 0% EERE P Nof_- 80% |
c Has the prospect of |ncreas|ng debt caused the current student(s) from your householdi
to reduce the|r course Ioad‘? e T S e
'Yes | "17% . | .; = .. NO \-'.8.3%' . . : -;:‘_’T—_‘

_I am’ gomg to. read a I|st of percentage categor|es PIease stop me when 1 get to the ' |
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and educational objectives. Families are -

Yes OR'NO, | CONSIDER STUDENT ~“yijiing to sacrifice and take on much debt

~©LOANS NECESSARY YET THEY ARE A. - ' becduse they view a college education as |
o MA.IOR FINANClAL HARDSHIP ON MY_, - .--esse'ntial' However, they are becoming"
HOUSEHOLD'7 R L anX|ous about the IeveIs of debt they are'

2 T SR assum|ng ' : :

' ’For example W|tness the vaIuethat survey _
. respondents pIace on h|gher educatlon o
N|nety seven’ percent of the respondents :

‘;'portance When asked to rank the most nec-
: "-essary reasons to take out any kind of Ioan

’ranked acollege educat|on of very h|gh im-:

B R} No_ : 32% _thef|rstmost|mportant reason totake outa. - - s

N - : ‘ loan.was a tie between buylng a home 42;';1‘
g percent and paylng for coIIege 42 percent (onIy 6. percent cited purchasmg a car as the -

L most necessary reason to take out a Ioan) These responses clearly |nd|cate a wrlllngness.
s .—,to sacr|f|ce and an acceptance of borrowmg |n order to pay for coIIege '

" But the economic consequences of' S
" borrowing are beginning to have an -~ - S
" impacton familiés. Sixty two percent ©* ;.YES OR. No ANY ADDlTlONAL DEBT
" of the,réspondents said they antici- . - ‘OR MAJOR' EXPENSE IN'THE NEAR -
~ pated’ hav'i}ng to 'for‘egc', major pur- "'FUTURE WOULD POSE A SERIOUS e
~ chases or spending because-of the " . -AFlNANCIAL RISK FOR MY Housenom? R
- costs .of. college, |ncIud|ng buylng a .. ) . -
. caror home and paying for a vaca- ° -
) “tion or other enterta|nment SI|ghtIy_'_' : '52%-_-%-5“
“-more than two out of three respon- .
dents, 68 percent agreed that student
loans’ are necessary but are a major o
fmancral hardsh|p for the|r house-
* holds and 66 percent of respondents
 believe that buying a home is unlikely -
~ shortlyaftergraduatlon Furtherwhen :
'asked if totaI househoId debt, |ncIud- f

No - 48% . -
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,ng student Ioan debt |s manageabIe ora hardship, one quarter of respondents--24 per-
- j‘»cent--C|ted their overaII debt asa hardsh|p ' o I

A“There is great concern among students and fam|I|es about the rlsmg cost of coIIege and”
'.-,.,future debt burdens. An aggregate of 38 percent said coIIege was not affordable. An7 -
e overwheIm|ng 87 percent of respondents said that the cost of coIIege is rising ata rate that
- will soon put a coIIege education out-of the reach of. most peopIe Just over half of ‘the- .
4 respondents 52 percent reported that any add|t|onaI debt or major expense in the near; o
- futire would- pose-a ser|ous f|nanC|aI risk for the|r househoIds Fifty-five percent sa|d that .
", an additional student loan. wouId make their overaII debt burden somewhat or much more
‘ ofahardsh|p ST ‘

L Student Ioan debt isa very ser|ous probIem for a significant r number of students and fami- .
. lies. N|neteen percent of respondents sa|d that students loans are or will represent the: .
h|ghest port|on of their househoId debt. Twenty percent of respondents said that the-pros-- o

- pect ofi |ncreasmg ‘debt has caused students to conS|der Ieavmg schooI 17 percent stated. -

.. the prospect of increasing debt has caused them to consider reducmg their’ course load. _—
Twere percent of respondents cited: student loans as be|ng more than 75 percent of the|r‘A' )

" household debt, and 17 percent said that their monthly student Ioan payments are h|gher SRR

than their- montth payments for a mortgage or rent.

‘ . Survey res’ponses overwhelmin’eg'demonstr'ate-that the economic value of higher educa: " -

" tion remains a strong motivating factor for students and fam|I|es It is Ilkely that a major,-'l: - f .

_reason coIIege was cited as profoundIy |mportant is the expected outcomes of a coIIege .
' educatlon When asked d|rectIy whether or not a good 1ob was a likely or unI|ker outcome .
from a coIIege education, 83 percent responded “likely". Further when asked to pred|ct '
" - the single most likely outcome from a coIIege education, 67 percent C|ted ‘a good job",and :
'.-another 10- percent sa|d "have a h|gher income". - .~ .. - '

<CoIIege'is the'refore‘a worthwhiIe inveStment and-as the Department of Education data.
reveal, many students and fam|I|es are W|II|ng to take on Ioan debt to pay for college. Yet. -
the data indicate a d|sturb|ng futdre for these students and families. Many Amer|can fami-.
* lies have recentIy taken on sizable amotnts of debt from programs that have h|gh borrow- -
~ing ce|I|ngs and diminished subs1d|es that wouId soften the impact of th|s |ncreased debt.
" load: The substant|aI growth of the PLUS program which aIIows parents to borrow regard-_ )
less of the|r ab|I|ty to repay, demonstrates that the fam|Iy is act|ver |nvoIved in assum|ngf o

—
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. these h|gher debt Ievels not just the student Worse st|II the NPSAS data |nd|cate that .A ’

- some of the very families who are borrowrng more: are those whose economlc cond|t|on .
.- upon, enterrng h|gher educatron leaves the smallest marg|n forfallure the rewards of h|gher
‘ educatron for these famrlles wouId be substantlal but the prrce of fa|I|ng wouId be even_
_ But borrowers attrtudes as |IIustrated in th|s survey do not reveaI erther an awareness of.' :'
L these facts ora erIrngness to change therr behavror Survey responses |nd|cate that there

i scarcely a movement.to cut back on partrcrpatlon |n h|gher educatlon low. percentages 8

SRR face ofnncreased debt Instead the recent increased partrcrpatron |n Ioan programs shows_ .
- ! strong response to expanded borrowrng opportunltres '
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~ FamiLy Desr PROFILE #3:
- THE JoNES FamiLy®

“We have no cho:ce but to borrow money
if we could do it otherwise we would,
but our iiwng standards have to
' ‘meet our budget requirements.”

i The'Jones family includes a mother'afather and two-students: Allison, a senior study-"+ -
“ing medical technology,- and David, who will enroll in college next academic year.. .
The Joneses' annual income is about $1OO 000 and the|r current loan debt is be-'
tween $20 000 and $30, OOO : :

To pay for coIIege the family has prlvate sector Ioans and has applied for government_.- G

Ioans in addition to utlllzmg their savings. Paying for college is a high priority, al-

though borrowing to do so is seen as a kind of necessary evil.. Allison recelve_s no

- other financial aid and her father feels that ‘college education is not as affordableas .- .

~itshould be.” S - ' ; :

' Th|s famlly is maklng sacrifices to pay for college “We are malntalnlng our old cars . -
instead of buying new ones . . . we are spending less on clothes, food,” accordingto - -
Mrs. Jones. The family now takes shorter. vacations, and Allison works part- t|me
wh|Ie |n school. :

If IOaris or other financial aid were not available, the family would face a difficult choice- -

. of whether the children could attend college. “Probably not, but maybe they could o
. attend state schools, go part-time, or work more while in school,” stated Mr. Jones. He‘ o
“also believes that his current loans and the one he will take out for his.son next year, E
will not pose an immediate financial burden or risk for his family, but that he “might

. have to adjust my retirement plans: Maybe my retirement will be in jeopardy.”




CONCLUSION

" The. |nformat|on presented in ' this report provrdes one of the most comprehensrve portrarts'. |
" 'to'date.of: coIIege debt and the Amerrcan fam|Iy The f|nd|ngs indicate that we are at a

crossroads in the frnancrng of h|gher educat|on Record levels - of borrowrng that havef._"' V]
R ~ been reached in the 1990s are’ prolected to cont|nue yet national survey data indicate a S

pubI|c that is, erI|ng to shoulder the burdens of student Ioan debt because a coIIege edu-i h ;

. cation is so |mportant At what pornt does the erI|ngness to sacr|f|ce get overtaken bythe = :

-crush|ng reaI|ty of debt Ioads that inhibit other economic act|vrt|es'7 The trends presented
sin thrs report suggest that thrs pornt may come soonerthan we th|nk

Y : ..'NOur nat|onaI survey shows Amerrcans “Iocked in”. to the Amer|can Dream of a coIIege -
LT _educat|on ‘Despite’ srgns that they are at or near their ||m|ts they see coIIege educatron. _' 3
“notasan optional purchase or debt but as an essentlal goaI And now, wrth so many more.f -
' fam|I|es borrowrng to pay for h|gher educat|on coIIege debt has rncreased its prom|nence;_ -

PR f‘tn the budget of Amer|can famllres However ‘many Amer|can families say: coIIege flnanc-: .
o ing isa “major hardsh|p” to them now, and |nd|cate great anxrety about therrfuture and any
DR ";addltlonal debt or expense . '

s

- We are aIso see|ng greater |ncreases in borrowrng for specrfrc categor|es of students Bor-, b
l:rowrng for students at public coIIeges and unrversrtres is rrsrng at hrgher rates than at pri-. =
.- vate institutions. .There also has been a marked |ncrease in the borrowrng IeveIs of non-,; B

: trad|t|onaI and m|nor|ty students

L _Th|s report ra|ses cr|t|caI quest|ons W|th borrowrng levels prolected to more than doubIe i

- in‘the next flve years and ‘with Amerrcans near their debt I|m|ts now will |ncreased debt

h ) pressures push them beyond the|r I|m|ts'7 Or will h|gher education. and the f|nancrng struc-_" -
tures adapt'7 The well- be|ng and' even the economlc survival of the Amerlcan famrly may g

rest on whether these questlons are satlsfactorlly answered .
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