Dominique J. Baker, Ph.D.
Assistant Professor of Education Policy
Southern Methodist University

Testimony before the U.S. Senate Committee on Banking, Housing, and Urban Affairs
Subcommittee on Economic Policy

The Student Debt Burden and Its Impact on Racial Justice, Borrowers, & the Economy
April 13, 2021

Chair Warren, Ranking Member Kennedy, and members of the Subcommittee, thank you for
inviting me to testify before you today. As a scholar of education policy, I am honored to provide
an overview of the evidence on student debt burden and its role in the larger economy, especially
its impact on racial justice.
I speak to you in the midst of the COVID-19 pandemic and in the throes of political unrest and
uprisings for racial justice. During this time, the United States faces tremendous challenges and
opportunities. As we work to forge a path forward as a nation, millions of current and former
college students also wonder about their own financial futures and their prospects for repaying
their student loans.
Federal financial aid plays a critical role in helping students afford a college education. Yet the
system is beset by long-standing inequities that disproportionately affect students of color, lowincome students, and students from other groups historically underrepresented in higher
education. In a moment of crisis like the current pandemic, it is all the more imperative to
acknowledge and address these inequities in student loan borrowing and repayment, as well as
the factors that contribute to them. The economic disruption due to COVID-19 has already
exacerbated the challenges facing students and borrowers, and will continue to do so over both
the short and long term.
Wealth and Student Loan Reliance
In the United States, an individual’s economic circumstances, particularly their family wealth,
dictate that individual’s higher education options. Decades of research have shown time and
again that poorer young people have fewer opportunities to attend college.1 Scholars have found
that the socioeconomic status of parents is strongly correlated with children’s postsecondary
education decisions and outcomes, including whether to enroll, where to enroll, and whether to
persist and complete college.2 Additionally, research has shown that when parents lose their jobs,
their children are less likely to enroll in postsecondary education.3
Historically, some families have been afforded greater opportunities to build wealth, often with
the support of past governmental policies and programs.4 Such families—including a
disproportionate share of White families—are better able to navigate short-term income losses
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and are more likely to be able to afford a college education, whether by paying outright or,
critical to today’s hearing, by repaying loans. Wealth—incorporating such measures as savings,
investments, retirement funds, and real estate—plays a substantial role in whether or not
someone goes to college. Recent research analyzed a nationally representative sample of youth
born from 1980 to 1984 and found that wealth plays a larger role than income in students’
decisions about whether to enroll in higher education and in which college or university to enroll
(e.g., two-year vs. four-year).5 Consequently, the difference between wealth and income is vitally
important when thinking about college attendance. For example, when confronted with the loss
of a job (income), a family with a significant amount of money saved (wealth) faces very
different circumstances than a family without such resources.
Given that wealth plays an important role in college access, it is important to recognize the
extreme variation in wealth due to structural racism. A Federal Reserve System report notes that
the typical Black and Hispanic family hold just 10% and 12%, respectively, of the net wealth that
White families hold ($17,600 and $20,700, respectively, compared to $171,000).6 These types of
disparities between racial/ethnic groups remain even when examining families with similar
educational backgrounds. In addition, scholars have found evidence that, while increases in
wealth are associated with a decrease in student debt accumulation for White young adults, the
same is not true for their peers. Black families with significant wealth still borrow substantial
amounts of student loans and the largest disparities in student debt accumulation are at the
highest levels of Black parental net worth.7 Taken together, these research findings suggest that
wealth has a substantial relationship with college-going experiences, but racial disparities also
factor into this process.
Who Borrows?
Many students and families rely on borrowing to pay for college. Total U.S. student loan debt
reached almost $1.6 trillion at the end of 2020.8 In light of the aforementioned wealth disparities,
reliance on student loans is far from equally distributed among students and families. Overall,
55% of student borrowers hold less than $20,000 in student loan debt and it is rare for students to
have six-figure loan balances.9 However, students who attend for-profit institutions borrow
significantly larger amounts to attend these institutions.10 Further, there are significant
differences in who borrows based on structural racism.11 In fact, when we look at students who
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earned a bachelor’s degree in 2015-2016 (the most recent data available), we find that 64% of
Black students held at least $20,000 in student debt.12 And, while often overlooked due to
smaller population shares, American Indian, Alaska Native, Native Hawaiian, and other Pacific
Islander students also borrow at above-average rates (76% and 90% for bachelor’s degree
earners, respectively, compared to an overall average of 69%).13 Further, while women are more
likely to borrow more than men,14 one study I conducted at the state level found that women of
color—and Black women in particular—drive these findings.15 Finally, a group of borrowers the
public often fails to consider are older adults. Older adults can have excessive loan borrowing
due to the loans they took out for themselves as well as their children through the Direct PLUS
Loan program. In fact, a Consumer Financial Protection Bureau report showed that older adults
are the fastest-growing age group of borrowers.16 Even among this age group, a nationally
representative survey from AARP demonstrates that there is still significant racial variation in
who holds student loans as an older adult.17
Student Loan Repayment Issues
Compounding the inequities in students’ and families’ ability to afford college are structural and
systemic barriers related to student loan repayment. When it comes to paying down student
loans, there is evidence at both the federal and state levels that specific subgroups of students are
more likely to struggle: students who do not complete their degree, students who attend for-profit
institutions, and students who are Black.18 As a result, these students face a greater risk of
defaulting on their student loans, having their credit adversely affected, having their wages
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garnished, and even losing Social Security benefits. According to a nationally representative
sample of first-time enrolled college students, the data tell us:
 Students who borrow for college but do not complete their degree are faced with paying
back their student loan debt without the increase in income that could have occurred if
the student graduated—making them more likely to struggle with repayment.19
 Students who attend for-profit institutions are both more likely to borrow (89%, the
highest of all sectors) and default on their student loans at the highest rates (47%, the
highest of all sectors).20
 On average, Black students and their families have limited economic resources as a result
of systemic racism. For instance, they can face significant labor market discrimination,
which reduces their earnings in comparison with their peers who have similar
occupations. This is one of the reasons why Black bachelor’s degree recipients are more
likely to default on their student loans compared to White students who earn a bachelor’s
degree (21% versus 4%, respectively). Even more startling, Black bachelor’s degree
recipients default at a higher rate (21%) than White students who drop out of college
(18%).21 A recent report from the Center for American Progress shows that even with
ready access to income-driven repayment plans, which close to one-third of Black
bachelor’s degree earners use, Black individuals still default on their student loans at
exceedingly high rates.22
I want to dig into that last point a bit more. If there were equitable returns to a college degree, all
college graduates should be able to access a more economically prosperous life. But, as I just
noted, Black college graduates actually struggle to repay their student loan debt more than White
students who leave higher education with no degree. This is not due to some innate issue within
Black people. Student loan burden disproportionately falls on these students due to centuries of
structural forces pushing for this outcome.23 For example, structural racism has denied Black
families the ability to build wealth to pay for college,24 while also shaping residential and K-12
school experiences25 such that Black students are more likely to enroll in either systematically
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underfunded26 or outright predatory colleges27 that will saddle them with high debt, little chance
of earning a degree, or both. Then, those same students face a discriminatory labor market that
pays them less than their peers for the same amount of education while also navigating other
structures that impede their own ability to accrue wealth.28 These realities combine to explain
why it is necessary to think about the ways that race, racism, and student loans work together to
create an untenable situation in the United States.
Loan Cancellation as a Facet of Recovery
Students deserve relief from a system that told them that borrowing to attend college was the
only way for them to achieve economic stability, yet failed to deliver. This is particularly true
because that same system also created systemic barriers to enrolling in higher education
institutions that were well-funded, non-predatory, and equipped with the resources to help
students graduate.
Studies suggest that student loan debt cancellation could offer benefits at both the individual and
national level. For instance, individuals with less debt have fewer constraints on their occupation
choices.29 In addition, a recent study showed that when private student loans were cancelled, it
increased individuals’ income while decreasing the amount of debt they held and their share of
delinquent credit accounts.30 This is some of the clearest research we have that, if a substantial
amount of student loan debt were cancelled, individuals would experience tangible economic
relief. And that would be in addition to the likely benefits for individuals’ mental health as we
know that student loan debt can create excessive anxiety and stress.31 This evidence, combined
with recent research showing that overall debt relief can improve the macroeconomic outlook of
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the United States,32 signals that student loan debt cancellation could be a boon to the overall
economy.
The COVID-19 pandemic has exposed and exacerbated labor market inequities along racial,
income, and education lines. These fissures will inequitably affect the ability of the hardest-hit
individuals to repay their student loans when the pause in loan payments is lifted.33 During this
time, job layoffs and reduced hours have lowered the income and savings for millions of
families, though this has disproportionately affected individuals of color and workers with fewer
years of schooling beyond high school. Such challenges intensify long-standing structural
barriers to repayment for borrowers, particularly those who did not complete a degree, who
attended a for-profit institution, or who are Black.
The student debt crisis was urgent pre-pandemic and is much more so now. Large-scale debt
forgiveness could not only avert a potential wave of student loan defaults and allow for greater
participation in the consumer market, but also could encourage students who have left college to
re-enroll, a current goal sought by many education experts.34 The early data on the current
academic year shows a spike in for-profit enrollment (echoing patterns from the Great
Recession)35 and substantial disruptions in college enrollment, particularly for Black, Latinx, and
Native students.36 These worrisome trends suggest an acceleration of the same forces that have
created the present challenges in student loan borrowing.
When the federal government contemplates the potential for student loan debt cancellation, it is
important to consider who actually relies on student loans. Some argue that cancelling student
debt will only or primarily reward high-income individuals who attended graduate school or
“highly rejective” undergraduate institutions.37 There are, however, clear disparities in the
amount of debt individuals are forced to borrow by our system of higher education and larger
structural forces. For example, U.S. Department of Education data shows that students attending
32
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“highly rejective” institutions borrow at some of the lowest rates in the country and would
therefore be a small share of those receiving student loan relief.38
While it is true that debt cancellation would help some individuals with larger incomes or with
graduate degrees, the key benefits of this approach are its simplicity and transparency. One
reason for having an inclusive policy is that broad relief would reduce administrative burdens,
that is, the costs associated with individuals proving they deserve help (e.g., by providing
extensive documentation), which disproportionately deter individuals of color from accessing
benefits for which they qualify.39 Further, simulations of the policy often either fail to include
racial breakdowns for the benefits of loan cancellation or make strong modeling assumptions.
For example, some simulations assume that the risk for nonpayment on student loans is
completely random or that earnings for people of color grow at the same rate as White
individuals—both of which evidence shows to be unlikely in practice.
Cancelling a portion of student loans is not a panacea for the issues facing college affordability
or the larger repayment process. Additional federal policy solutions must target creating a highquality, affordable higher education system; holding institutions and states accountable for
contributing their share; and overhauling the current repayment system. Yet student loan
cancellation can be a powerful supplement to these other reforms. As a parallel, successfully
addressing the recent Texas power failure requires not just reforming the system, but also
providing direct relief to residents who were charged excessive amounts for electricity due to the
state’s public policy failure.40 True reform necessitates that government works to both overhaul
the system and provide relief for past shortcomings. For the student debt crisis, student loan
cancellation is part of that relief.
For decades, the federal government has made students an implicit promise: if you borrow this
money and work hard in college, you’ll find a good job and be able to pay it back. Far too often,
that promise is broken. We can and should acknowledge this reality by taking concrete steps to
reduce the burden for those who simply did as they were encouraged on the quest for economic
prosperity.
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