Thank you for joining us for today’s webinar:
Racial Disparity and its Impact on Student Loan Borrowing

The webinar will begin promptly at 11 AM CT
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e Welcome

* Research Presentations followed by Q & A
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Student Loan Debt:
Igh and Rising
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1,676.7 billion
Ouvtstanding June 2020
Student Loan
Debt (Billions
of §)
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Source: Board of Governors of the Federal Reserve System, Consumer Credit, G. 19 Series



Black-White disparities in
sfudent debt grew during the
period of 2001-2013.
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Seamster, L. and Charron-Chénier, R. 2017. “Predatory Inclusion and Education
Debt: Rethinking the Racial Wealth Gap.” Social Currents, 4(3), 199-207.



Black students borrow at higher rates
Independent of degree status.

Percent of students who started higher educationin 2004
who borrowed for their degrees

. . No degree,
SEEIEETE AEEEEEIES Certificate left without
degree degree
return
I\l 60% 60% 62% 49%

68%

Black or African American 50 81% 76%

52% 47 %

60%

White FsibZ

Source: U.S. Department of Education, National Center for Education Statistics, 2004-2009
Beginning Postsecondary Student Survey (BPS 04/09). Accessed August 26 2019.
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Black graduates
disproportionately take on
more student debft for thelr

degrees.

M No Debt Lessthan W $10000to W $20,000 to $30,000t0  w $40,000 or

$10,000 $19,999 $29,999 $39,999 More
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[ Black (12%)

Hispanic (12%)
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Source: The College Board 2019; NCES, National Postsecondary Student Aid Study, 2016




Black and Latinx borrowers have
higher default rates.

Figure 1. Ever defaulted,
by sector and race (All entrants)

For-Profit 46.5%
Private NFP 4-Year
Public 2-Year

Public 4-Year

Asian/ Pac.ls.
Hispanic
Black, non-Hispanic 37.5%

White, non-Hispanic

All 17.1%

0% 20% 40% 60%

% ever defaulting within 12 years of entry

Source: Scott-Clayton, J. (2017). What Accounts for Gaps in Student Loan Default, and What Happens After. Evidence Speaks Reports,
Vol 2,# 57. Center on Children and Families at Brookings. Source: BPS 2003-04



Black and Latinx borrowers
have higher default rates.

Ever defaulted, by race (All entrants)

Asian/Pacific Islander [ s.50%

White, non-Hispanic [ G 12.40%
pispanic N -0+
Black, non-Hispanic N - -

0.00%  5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00% 40.00%

% ever defaulted within 12 years of entry

Source: Scott-Clayton, J. (2017). What Accounts for Gaps in Student Loan Default, and What Happens After.
Evidence Speaks Reports, Vol 2,# 57. Center on Children and Families at Brookings. Source: BPS 2003-04



Student delbt story Is intergenerational
and varies by race/ethnicity.

FIGURE 3
Amount of Student Loan Debt Differs Notably across Race and Ethnicity
Average debt for adults ages 25 to 55 by race/ethnicity and loan beneficiary

Self ®™Spouse ™ Childorgrandchild

White 18,685 7,561 5121
Black 32,047 2,166 9,512
Hispanic 15,853 4,120 12,102

Other 12,935 5,704 8,467

$0 $5,000 $10,000 $15000 $20,000 $25000 $30,000 $35000 $40,000 $45,000

Source: Author’s calculations using the 2014 SHED.
Notes: All averages are weighted using the SHED person weight. Adults classified as white, black, and other are non-Hispanic.
Hispanics may be of any race.



What explains racial disparities in
education debt

1. Family social background and the legacy of
disadvantage

2. Instifutional characteristics disadvantage black
sfudents

3. Unequal returns to education in the labor market



Parental Wealth and Young
Adult Student Loan Debf
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Addo, F., J. Houle, and D. Simon. 2016. "Young, Black, and (Still) in the Red: Wealth, Race, and Student Loan Debt.” 2016. Race and Social Problems 8:64-76.



Parental Wealth and Young
Adult Student Loan Delbt, By
Race
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Addo, F., J. Houle, and D. Simon. 2016. "Young, Black, and (Still) in the Red: Wealth, Race, and Student Loan Debt.” 2016. Race and Social
Problems 8:64-76.



Latinx families use a greater proportion
of their incomes to cover college costs.

— Figure 2: Average Cost of College Average Parent Income,
Average Cost as Percentage of Income

$120,000 — e $104.457 —18%
$100,000 — —16%
$80,000 — —14%
$60,000 595259 —12%
$40,000 — —110%
8%
$20,000 [— $8,705 $8,059 —18%
s i m i
O — 0%
Hispanic White

B Cost of Attendance Minus EFC and Grants
Average Parent’s Income
B Remaining Cost as a Percentage of Parent’s Income

Note: Parent income here is different from income on Table 1 due to differences in sources.
Income in Table 1is based on Census bureau data from the American Community Survey.

| Source: UnidosUS calculation using U.S. Department of Education, National Center for Education |
Statistics, “National Postsecondary Student Aid Study, NPSAS:16.” Washington, DC, 2017.

Source: Latinos in Higher Education: Financing and Student Loans, Statistical Brief, March 2019



HBCU vs. non-HBCU student loan
characteristics

o | Median Cumulative Amount of Federal Loans
| Percentage of Undergr'adl.Jates Receiving Borrowed by Bachelor’s Degree Recipients
a Federal Loan by Institutional Sector by Institutional Sector
0% —
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Saunders, K. M., Williams, K. L., & Smith, C. L. (2016). Fewer Resources, More Debt: Loan Debt
Burdens Students at Historically Black Colleges and Universities. Frederick D. Patterson Research

Institute, UNCF.



Institutional Sector and Race

FIGURE 4.

RACE/ETHNICITY

Percentage distribution of undergraduates’ race/ethnicity, by level and control of institution: 2011-12

All students
Control For-profit
Public

Private nonprofit

2-year or less

For-profit less-
than-2-year

For-profit 2-year

Public 2-year or less
4-year

For-profit

Public

Private nonprofit

Percent

OHispanic E Asian OAll other

NOTE: Black includes African American, Hispanic includes Latino, and all other includes American Indian or Alaska Native, Native Hawaiian or Other Pacific Islander, or students who are more
than one race. Race categories exclude Hispanic origin unless specified. Total includes undergraduate students who attended private nonprofit less-than-4-year institutions and more than one
institution, which are not shown separately. The private nonprofit institution estimates under “Control” include data from less-than-4-year institutions and therefore do not match the private
nonprofit institution estimates under “4-year.” Public less-than-2-year institutions are combined with public 2-year because so few undergraduates (less than 1 percent) attended these
institutions. Estimates include undergraduate students who were enrolled in Title IV eligible postsecondary institutions in the 50 states and the District of Columbia. Detail may not sum to

totals because of rounding.

SOURCE: U.S. Department of Education, National Center for Education Statistics, 2011—12 National Postsecondary Student Aid Study (NPSAS:12).

Arbeit, C. A., & Horn, L. 2017. A Profile of the Enroliment Patterns and Demographic Characteristics of Undergraduates at For-
Profit Institutions. Stats in Brief. NCES 2017-416. National Center for Education Statistics.



Trends in labor market success
of recent grads, by race

Unemployment Rates Underemployment Rates

FIGURE 1b FIGURE 3
Unemployment Rates, College Graduates, 1979-2013 Underemployment Rate for College Graduates
20 60
55.9
Black Recent College
15 Grads Il Recent College
45 Grads 45.0
c W e —) 44 &
S .
g 10 — Black College Grads
e 34.6
6.2
Black College 30 All College Grads
5 Graduates
3.9
College Graduates
° 15
- 1980 198.5 1990 . 1995 . 2000 2005 2010 2013 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Source: Current Population Survey Outgoing Rotation Group (CPS ORG).

Source: Current Population Survey Outgoing Rotation Group (CPS ORG) and O*NET.

Jones, J., & Schmitt, J. (2014). A college degree is no guarantee. Center for
Economic and Policy Research (CEPR)



Racial disparities in debt are
large and increase across the
early adult life course.

54.8%

Growth in Debt

Disparity over time 7 . 2%

White Young

Poycglé\o(ilrthrl;rSRo’re 9 . 5%

Black Young

PoycglA\o?/LvJ:sRo’re 2 . 9%

Houle, J. and F. Addo. Racial Disparities in Student Debt and the Reproduction of the Fragile Black Middle Class. 2019. Sociology of

. Racial Dis
ace and Ethnicity. 5(4), 562-577.



Black young
adults hold
10.4% less
wealth relative
to their white

Median wealth with college degree or more ($)

counterparts
due to higher

student debt

burdens
(Houle & Addo 2018)

Black Latinx

NLSY97, Sample from age 30 asset module;$2015 Women Men




Completion Rates and Net Worth,
by Race and Gender

Percent with College Degrees, by Net Worth of College Graduates, by
Race/Ethnicity Race and Gender

Data Source: NLSY9?7 Age 30 Asset Module



Most Millennials have some
post-secondary experience.

Educational Attainment By Age 30, By Race/Ethnicity
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Data Source: NLSY?7 Age 30 Asset Module



Congress of the United States
U@ashington, DL 20510

June 18, 2018

The Honorable Betsy DeVos
Secretary of Education

U.S. Department of Education
400 Maryland Avenue, S.W.
Washington, D.C. 20202

Dear Secretary DeVos:

We write to express serious concerns regarding the challenges facing students of color in our
federal student loan system, which are the result of long-standing inequities between racial
groups and have been exacerbated by recent decisions by the U. S. Department of Education
(“Department™). We urge the Department to fully enforce borrower protections, continue to
process pending borrower defense claims, fully discharge and refund the loans of students who
have been cheated by their college, and collect and report data on student loan repayment status
disaggregated by race and ethnicity.

Barriers Facing Student Loan Borrowers of Color



Wil the solution(s) perpetuate existing
socletal inequalifiese

Education

Student debt is hitting African Americans the hardest. These
% Wotloie « Whaes ~  Orfesurss © OB~ Dorl experts have a plan to fix it.

To Tackle the Black Student Debt
Crisis, Target the Racial Wealth Gap
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Apr 16, 2020 by Fenaba R. Addo and William Darity, J

|

It is well documented that Black stus 's borrow more for college and have higher rates of nonpayment

Black borrower has more than $7,000 ir

Subscribe to our mailing list to get the Equity
Lens delivered right to your inbox.

U young

to repay their more rapidly. A critical factor t
First Name
is racial dispa arental, grandparental, ar
Last Name
2o Cod Graduates line up before the start of commencement at a community college. Some
ip Code

experts advocate greater public support for community colleges to help alleviate
black student debt. (Seth Wenig/AP)

By Danielle Douglas-Gabriel
September 20



Thank you.

Contact info:
faddo@wisc.edu
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PROTECT BORROWERS

The Student Borrower Protection Center (SBPC)

The Student Borrower Protection Center is a nonprofit organization
solely focused on alleviating the burden of student debt for millions of
Americans. The SBPC engages in advocacy, policymaking, and
litigation strategy to rein in industry abuses, protect borrowers’ rights,
and advance economic opportunity for the next generation of

students.

protectborrowers.org




PROTECT BORROWERS

The SBPC Civil Rights Project

* In 2020, the SBPC officially launched its Civil Rights project.

« SBPC Civil Rights Project reframes the student debt crisis through a
lens of racial and economic justice.

« Our work focuses on how civil rights, fair lending, and consumer
protection laws must be used to address racial discrimination and

inequity in the student debt crisis.

protectborrowers.org




PROTECT BORROWERS

Disparate Debts: How Student Loans Drive Racial Inequality Across
American Cities

Demographics of the NYC Neighborhoods where
Student Loans are Used Most Frequently

(% of each Community District that is non-white)

Co-op City, East Flatbush, Wakefield, Queens Village, Cror\:lv:r:lhels?hts
Pelham Bay & Farragut & Williamsbridge Cambria Heights Central Harlem
: Prospect
Schuylerville Rugby & Woodlawn & Rosedale Heights

197%’ ‘97%’ ‘93%’ ‘90%’ ‘86%’ ‘78%'

Crown Heights

Canarsie & South, Prospect Bedford- Eqrthichmond, Prooklyn Astoria & Long
Stapleton & Heights & Fort :
Flatlands Lefferts & Stuyvesant i Island City
= Mariner's Harbor Greene
Wingate
‘ 78% ' ‘ 77% ’ ‘ 70% ‘ 63% ‘ 50% ‘ 50%
T
STUDENT
C BOFRO'{‘!EH

Student Borrower Protection Center visualization of data published by the Federal Reserve Bank of @ eReTSCTION
New York and the U.S. Census Bureau. -

protectborrowers.org
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Disparate Debts: How Student Loans Drive Racial Inequality Across
American Cities

Figure 1: Student debt burden across
Philadelphia neighborhoods*

Average ratio of student debt to annual
income in a neighborhood that is...

B 80% to 100% non-white
H

W 40% to 60% non-white
W 20% to 40% non-white

B 0% to 20% non-white

Student Borrower Protection Center visualization of data
published by the Federal Reserve Bank of Philadelphia. Average
debt-to-income ratio refers to the ratio of in-neighborhood
median student debt balance to median annual income averaged
across neighborhoods grouped by demographics.

protectborrowers.org




PROTECT BORROWERS

Student loan delinquency and racial segregation - Milwaukee
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Source: Washington Center for Equitable Growth, University of Virginia, Experian




PROTECT BORROWERS

Across the country, communities of color bear a
disproportionate student debt burden

Percent of population with a student loan

®m Majority-white zip codes  mMajorit

30%
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5%

0%

Buffalo- Chicago-  Cincinnati, Cleveland- Detroit-  Los Angeles-] Milwaukee- | New York- Philadelphia- St. Louis,
Cheektowaga- Naperville- OH-KY-IN Elyria, OH Warren-  Long Beach-] Waukesha- Newark- Camden- MO-IL
Niagara Falls, NY Elgin, Dearborn, Ml Anaheim, CA]West Allis, WI| Jersey City, Wilmington,

IL-IN-WI NY-NJ-PA PA-NJ-DE-MD

protectborrowers.org Source: Federal Reserve Bank of New York (2019)




PROTECT BORROWERS

Borrowers of color are far more likely to default on student
loans

Percent of student loan borrowers in default
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Niagara Falls, NY Elgin, Dearborn, Ml Anaheim, CA]West Allis, WI| Jersey City, Wilmington,

IL-IN-WI NY-NJ-PA PA-NJ-DE-MD

m Majority-white zip codes  m Majority-minority zip codes

protectborrowers.org Source: FRBNY Consumer Credit Panel/ Equifax; FSA Data Center (2019)




How do we address this?



PROTECT BORROWERS

States for Borrower Protection

WISCONSIN

Student Debt by the Numbers

710,100

Student Loan Borrowers
in WI

The SBPC's States for Borrower Protection project provides support to
advocates, policymakers, and anyone else working to protect borrowers

by equipping them with the facts necessary to level the playing field.

protectborrowers.org




PROTECT BORROWERS

States for Borrower Protection: Student Loan Borrower Bill of Rights

A Student Loan Borrower Bill of Rights offers critical protections

seen in near every other consumer finance market:

« Set Standards. States needs to set standards for handling the millions of
student loan bills that come due each year, protecting borrowers when
paperwork gets botched, when payments get lost, or when loan
companies change.

- Ban Abusive Practices. States need to create new, enforceable rights for
all student loan borrowers, including borrowers who have been the victims
of industry abuses.

 Demand Transparency. States can gain new insight through regular

supervision of the student loan market.

protectborrowers.org




PROTECT BORROWERS

Borrowers of color use IDR at lower rates than white
borrowers

Loan Repayment by race or ethnicity

® |[ncome-driven repayment Other payment ™ Not making payments
Share of households

35%
30%
25%
20%
15%
10%

5%

0%
White Black Hispanic Other

Race of household survey respondent

protectborrowers.org Source: Urban Institute (2018)




PROTECT BORROWERS

IDR has benefits across borrowers' financial lives

When borrowers access IDR, they benefit across their financial lives.

Compared to non-1DR borrowers, borrowers making IDR payments...

Q0
—
Are 21% less likely to fall Improve their credit scores Are more able to access
behind by 7.5 points credit cards
O
[=]
l. | |
Pay down $90 more in debt each Are 10% more able to get a
month mortgage

Source: Herbst, Daniel J., Liquidity and Insurance in Student Loan Contracts: Estimating the Effects
protectborrowers.org of Income-Driven Repayment on Default and Consumption (Working Paper, January 31, 2018)




PROTECT BORROWERS

IDR has benefits across borrowers' financial lives

When jobs are scarce, IDR protects borrowers from financial shocks.

As unemployment spikes in a community, borrowers in IDR...
D

Are less sensitive to drops in home Default on student loans at lower

values rates

Source: Mueller & Yannelis, Students in Distress: Labor Market Shocks, Student
protectborrowers.org Loan Default, and Federal Insurance Programs (Working Paper, 2017)
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Greater Madison ‘ ‘ Coalition on Student Debt

@ Urban League of ' ' WISCONSIN

Thank you for joining us for today’s webinar event:
Racial Disparity and its Impact on Student Loan Borrowing

Please remember that today’s webinar was recorded and will be
posted on our website: cfs.wisc.edu
within two business days.
Please contact Hallie Lienhardt with questions:
Hallie.lienhardt@wisc.edu
608-890-0229
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