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INTRODUCTION

As educational attainment continues rising, the presumed price of admission to
the middle class increasingly seems to require a college degree. In the United
States, more young adults than ever attend college, and more young adults than
ever rely on student loans. The percentage of all households with any outstanding
student loan debt rose from 8.9 percent in 1989 to 21.4 percent in 2019.! And from
2006 to 2020, the average amount of outstanding student loan debt per working-
age American grew from under $4,000 to over $13,000.2

At the same time, a growing cultural emphasis on “individual financial and
personal responsibility as a necessary precursor for marriage” has led to a
profound shift in attitudes towards family formation.> Marriage has become
more of a “capstone,” signaling a full transition into adulthood, and less of a
“cornerstone,” on which young couples begin to build a life together.*

These two facts have led many to associate rising student loan burdens with
delayed marriage and parenthood.® A study by a private student loan lender
found that roughly one-third of adults who attended college “might” consider
delaying marriage due to education-related debt.® “How could | consider
having children if | can barely support myself?” asked one Chicago woman who
graduated from a for-profit interior design school with six figures of debt.”

But declining marriage and fertility rates are happening across the board, while
student loan burdens are less widespread. According to the Federal Reserve, 70
percent of all U.S. adults, including 57 percent of those who attended college,
have never incurred education-related debt.® A full two-thirds of the Millennial
generation, who came of age during the rapid run-up in education-related debt,
hold no student loan debt.®

Additionally, education-related debt is an investment as well as an obligation.
Paying for higher education through student loans is one way of increasing
human capital, and this makes it both a liability and an asset.

The Social Capital Project has identified “making it more affordable to raise a
family” as one of the core goals of our work. '° Proposals to reduce or eliminate
student debt on a large scale are often proposed in the spirit of lifting barriers
to family formation, allowing young adults to marry or become parents." But
understanding what role student debt plays in the lives of young Americans is
important before adopting widespread policy prescriptions.

Careful consideration of the research suggests that some individuals with
exceptionally high loan burdens, particularly women, are more likely to delay
marriage. There is less evidence that student loans are associated with lower
fertility. And on balance, large debt burdens are largely shouldered by a largely
self-selected subset of households, many with higher educational attainment and
higher earning potential.
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Still, no one wants young adults to be overly burdened by student loans. Income-
based repayment can be improved, particularly for individuals who did not

finish college or who are underemployed. Supporting community college, trade
schools, and non-traditional pathways to the workforce, and encouraging more
competition in higher education, would help more young people increase their
options without overreliance on debt.

This paper will weigh the extent to which student loan debt may be interfering

with young adults’ desire to get married and start a family, before concluding with
a brief exploration of related public policy options.

THE EVOLUTION OF STUDENT DEBT
Increasing Attendance, Rising Costs

Some form of college education has become the norm for a majority of young
adults. Ever since 1988, more young adults than not have been enrolled full- or
part-time in an institution of higher education, with the share of young adults
enrolled in college plateauing somewhat in the early 2010s.

Figure 1: Enrollment in degree-granting post-secondary institutions, by type
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College has also become more expensive. The average sticker price for tuition,
fees, room, and board (TFRB) facing a full-time student at a four-year, public
university doubled from 1992 to 2018.”? The reason for the increasing costs are
multifaceted. For one, amenities have improved—room and board costs at a
four-year university have more than doubled, in constant dollars, since 1980."
Additionally, new administrative positions, some tied to regulatory compliance,
have pushed up colleges’ operating costs; the number of administrative and
managerial staff at private four-year universities doubled from 1991 to 2011.
Finally, colleges may also have gotten better at price discrimination, the economic
term for charging according to a consumer's ability to pay; among full-time
undergraduates, the rise in prevalence and average size of student loans is most
notable among families in the top income quartile, as seen in Figure 2.°

Another explanation for rising tuition is that increases in federal education loans
are responsible for subsequent rises in tuition. This idea is known as the Bennett
Hypothesis, after President Reagan’s Secretary of Education William Bennett, who
first proposed it in 1987.%° Ever since, researchers have sought to empirically isolate
the effect of increasing federal aid on tuition, with different papers reaching
varying results.

As Texas Public Policy Foundation scholar Andrew Gillen has written, “Is the
Bennett Hypothesis true?’ is the wrong question as it has no consistent answer.
The better question is, ‘When does the Bennett Hypothesis hold or not hold, and
why?"7 One paper found distinct evidence for the Bennett hypothesis in for-
profit programs offering certificate programs; institutions that participated in
federal student aid programs charged tuition that was 78 percent higher than
comparable programs in institutions that did not participate.”® Another paper
found evidence to suggest an effect on “more expensive degrees, those offered by
private institutions, and for two-year or vocational programs.””

Another form of federal subsidy for higher education comes in the form of parent
PLUS loans. These loans are only available to parents of undergraduate students,
and unlike undergraduate loans, there is no set maximum loan. As such, parents
can borrow up to the full cost of attendance, with even less cost discipline in this
form of loan than in other programs. According to a Brookings Institution paper,
“the average annual borrowing amount for parent borrowers has more than
tripled over the last 25 years, from $5,200 per year in 1990 (adjusted for inflation)
to $16,100 in 2014." The paper suggests these uncapped loans increased access to
credit for institutions and programs that may otherwise have had to lower tuition
or take other measures to appeal to students.?®

Although the sticker price for undergraduate education has increased, actual out-
of-pocket costs for families have risen at a much slower pace. This helps explain
why over the past two decades, room and board expenses have risen steadily for
all students, but families making below the median income have seen out-of-
pocket spending on tuition and fees remain largely stable.?? Meanwhile, the share
of students who received student loans rose from 45.6 to 54.7 percent from 2000
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to 2015, with the average annual loan amount rising from $8,840 to $11,610 (in 2017-
18 dollars.)%

Figure 2: Percentage of college students receiving student loans, 1999-2016
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A 2015 Brookings paper provides a closer look at student debt burdens. Using
tax data, it finds that median annual borrowing for education-related debt
has gradually risen for undergraduate borrowing since the 1980s, especially for
students who attended selective four-year institutions.?

Figure 3: Average outstanding federal loan balances upon repayment

As Figure 3 indicates, the bulk of the increase in student debt is driven by
graduate loans, on both the intensive and extensive margin. More people

are attending graduate school, and taking out more loans to do so. Full-time
enrollment in graduate programs increased nearly two-thirds from 2000 to 2018,%*
and the average amount of cumulative borrowing (including undergraduate
debt) for those who borrowed for graduate school rose from $62,720 in 2000 to
$85,830 in 2016.

Repayments and Defaults

For many people, taking on student loan debt can be a rational decision

to smooth consumption over the lifecycle and achieve greater educational
attainment with an assumed wage premium.? In this sense, education-related
debt is a long-term investment, and thus a kind of asset. However, because the
rewards to a college degree are uncertain, it is a somewhat-riskier asset with a
deferred and variable payoff.?”

Rising balances may be cause for concern, but less so if increased earnings
make it possible to pay the amount owed. However, many students do not

6 | Social Capital Project



graduate, or are underemployed after graduation. Student loans are generally not
dischargeable in bankruptcy and often require payments regardless of income,
with some exceptions noted below. “Reflecting this uncertainty, over two-thirds of
college students carrying debt report being either very or extremely anxious about
their college debts,” found one study.?®

Meanwhile, default rates are most strongly associated with the earnings profile of
the borrower and the institution they attended, not the size of the loan balance.?®
Borrowers with the most debt, often from post-baccalaureate studies or highly
selective colleges, are statistically the least likely to default.*® The Federal Reserve
found that adults who attended a for-profit college are nearly three times more
likely to be behind in repayment relative to those who attended a public college or
university.® In short, a Brookings paper notes, if “there is a crisis, it is concentrated
among borrowers who attended for-profit schools and, to a lesser extent, 2-year
institutions and certain other nonselective institutions”—not the six-figure loan
balances from elite programs that receive media attention.3?

Additionally, as the Urban Institute’'s Sandy Baum notes, “Federal student loans
are probably the only category of debt for which there is already a system in place
to suspend payments when borrowers’ incomes will not support them.” Income-
driven repayment (IDR) plans limit monthly payments to a set percentage of
income (often 10 percent of income above 150 percent of the federal poverty level)
with any unpaid balance forgiven after 20 to 25 years. About one-third of student
loan borrowers in repayment are enrolled in an IDR plan, though the current
federal structure of these programs is fragmented and often bureaucratically
onerous for borrowers.** IDR plans offer policymakers a way to target relief to low-
and middle-income borrowers in a way that proposals for blanket loan forgiveness
proposals do not.

EVALUATING THE EVIDENCE

Although debt and default rates may not be at crisis levels, the timing of student
debt in the lifecycle may merit special consideration. Student loans require
repayment in the years after an individual leaves college, which coincides with the
prime years for family formation, so debt burdens may be holding young adults
back and preventing them from forming families. More young adults than ever
before are taking on education-related debt, which could directly affect household
formation, delaying marriage and reducing fertility.*

Nevertheless, certain facts complicate the story as an explanation for declines in
family formation overall: for example, declining marriage and fertility rates predate
the large growth in student loans, and occur across all levels of educational
attainment.*® Moreover, whereas in prior generations more-educated women
would marry later, the average age at first marriage has increased and converged
across all groups by educational attainment.®”
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The Survey of Consumer Finances (SCF) provides relevant descriptive information,
and shows the rise in student debt over the past three decades by family type.*®
For households headed by someone aged 22-50, the percentage of households
reporting any student loan debt increased from 13.2 to 35.7 percent over the last
three decades. * In 2019, the average loan balance for married or cohabiting
couples (with a head of household below age 50) with any outstanding loans
approached $50,000, and this tended to exceed non-married/non-cohabiting
households’ average loan balance slightly (Figure 4).

Figure 4: Average value of outstanding student loan balance held by households, 1989-2019

Note: Figure 4 demonstrates how large values in the distribution’s tail can pull the average student loan bal-
ance upward. In this figure, the mathematical average (mean), is plotted alongside the statistical midpoint of
the data (median). The median suggests a much flatter rise in outstanding loan debt than the mean.

Some individuals may have higher earnings profiles and may pay their loans

back more quickly, so Figure 5 includes all households to account for this. Even
including all households, married households tend to have slightly more student
loan debt than unmarried ones overall. Households headed by a graduate degree
holder are the exception to the rule and tend to have lower debt levels if they are
married, which is what we would expect to see if graduate degree holders with
high loan balances are less likely to marry.
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Figure 5: Average value of education loans held by household, 1989-2019

Data sorted by number of children and highest education level attained shows
the dramatic increase in student loan debt among graduate degree-holding
households, and the highest loan balances are found among childless households
(Figure 6). This corresponds to what we would expect to see if high cumulative
debt loads had a negative impact on fertility. On the other hand, there appears

to be no difference in debt levels across number of children in the household for
households with less than a Bachelor's degree. And among households headed by
an adult with a bachelor’s degree, there may be an emerging differential in debt
for families with two or more children compared to families with zero or one child
since 2013, but the association between more children and less debt is far from

clear-cut.
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Figure 6: Average outstanding loan balance among households with student debt, 1989-2019

In summary, descriptive information suggests that graduate degree holders hold
the highest average cumulative student loan debt, and graduate degree holders
with the highest cumulative debt are less likely to have children or be married.
However, disentangling whether those who are more career or self-oriented may
be more likely to pursue advanced degrees, avoid marriage, and have fewer kids
is a question that simple descriptive analysis cannot answer. And for households
with other educational attainment levels, a link between debt and family
formation outcomes is far from clear-cut.

The growth in student loan debt may or may not be grounds for a policy response
in and of itself, but growing student loan debt would be a more compelling
reason for action if researchers understood the relationship between debt and
reductions in marriage or fertility more comprehensively. While the previous
analysis relied on descriptive analysis, the following sections explore the academic
literature on these topics in more detail.
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Student loan debt and delayed marriage

The first question is to what degree student loan debt influences marriage

rates and timing. Different studies have found suggestive evidence, to varying
degrees, that student loans affect marriage. One frequently cited paper found that
“controlling for age and education, both men and women are less likely to marry
if they hold student loans.” However, that study examined the marital choices

of college graduates taking the GMAT as a precursor to a graduate business
degree, which may reflect some degree of self-selection.“® Another paper found
that female law school graduates with high debt burdens—again, a select group
—were more likely to postpone marriage than those with low amounts of debt.4
An older study found no relationship between debt and marital status, among
undergraduates graduating in the early 1990s.4?

These papers, however, pre-date the Great Recession, during which 14 percent of
college students said that they had delayed marriage or a committed relationship
because of their student loan burden.** A more recent study of undergraduates
who entered the job market in the middle of the Great Recession found that each
additional $5,000 in student loans was associated with a 7.8 percentage point
lower likelihood of having married, which could reflect the credit-constrained,
adverse job market graduates faced.**

A similar study found student loan debt is linked to delayed marriage, especially
for women, those majoring in health care, residents of areas with higher
unemployment rates, and for graduates with more educated parents.*> While
these studies face some methodological questions, they suggest that student
loans did not negatively affect marriage decisions in prior generations, but may do
SO NOW.“6
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Fig. 7 Mean educational loan debt held by first union type, by sex

Ethnographic work suggests that debt could be considered a barrier to

marriage but not cohabitation.*” Drawing on Andrew Cherlin’s work on the
“deinstitutionalization of marriage,”® University of Wisconsin sociologist Fernanda
Addo notes that in marriage, individual debts brought into a union become

the responsibility of both members, whereas in less-formal relationships, like
cohabitation, the debt remains the responsibility of the individual who incurred it.
“If young adults prefer to be financially established prior to marriage, cohabitation
will be more likely if debt is high, and marriage will be more likely if debt is low or
nonexistent.”?

Using the National Longitudinal Survey of Youth (NLSY), Addo finds that young
women who cohabited before marriage were most likely to have student debt,
while young women who married without cohabitation had the lowest average
student debt load. She estimates that each additional 1 percent in student loan
debt is associated with a 2 percent reduction in the likelihood of being married for
women. However, no similar pattern existed for men.*°

Another paper found a similar estimate, with each additional $1,000 in debt
tied to a one percent decline in likelihood of marriage, but again “the negative
relationship between remaining debt and the odds of first marriage held for
women only.” The authors note that “there are fewer college-educated men in
the population, and so their demand in the marriage market may trump their
earnings or debt as signals of marriageable mates.”™
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Different logic could be at work for young men and young women.> For instance,
some couples contemplating starting a family may believe that the woman is
more likely to withdraw from the labor force after childbirth, at least temporarily,
which could lead men to have a preference for relatively debt-free spouses. This
could lead to a preference for cohabitation while there is debt outstanding, as
financially-independent individuals progress towards marriage without taking on
the joint burden of assuming each other’s debts in marriage.

Importantly, Addo finds that marriage rates following a period of cohabitation
remain unrelated to student debt. Instead, she finds suggestive evidence that
increasing debt balances have only reduced “direct marriage (and not marriage
preceded by cohabitation)” for young women.>

It may be that student loan debt is not leading young women to opt for
cohabitation over marriage, but student loan debt is introducing premarital
cohabitation as an extra stop on the pathway to marriage. This could contribute

to the increasing average age at first marriage and reduce the number of years
available to couples who wish to have children in wedlock, as cohabitation is a less-
stable type of union.>

Student loan debt and reduced fertility

In addition to student loan debt's relationship with marriage, the relationship
between student loan debt and fertility is an important question for family
affordability. However, in this area research has struggled to find a consistent
story, with multiple scholars failing to reach consensus on the direction or
magnitude of any impact. A 2019 working paper found student loan balances
were not statistically significantly associated with fertility in the first four years
after graduation.>® Another paper, resting on controvertible assumptions, found
each additional $5,000 in student loan debt was associated with graduates
being 5 percentage points less likely to have a child, though the finding was only
statistically significant for females.®®

One of the more reliable papers to examine the question uses the NLSY, and finds
each additional $1,000 in student loans is associated with a 1.2 percent decrease in
the annual likelihood of having a child. Women with $60,000 in student loan debt
were 42 percent less likely to have a child in any given year compared to women
with no debt (2.5 percent likelihood, compared to 4.3 percent.)*” “Student loans
may not have noticeable effects on fertility at moderate levels,” the paper notes,
but “these effects can be quite substantial at high levels.” But most student loan
balances do not approach that magnitude—only 9 percent of women at age 25
had outstanding loans that large in their sample.

The authors note the importance of self-selection, and the fact that women
who choose to pursue advanced degrees may be “qualitatively different, and
that the career payoff compensating for this level of debt may take even longer
than for more moderate debt levels.” Women with high levels of debt, often
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due to graduate school, may be making an intentional tradeoff between early
career advancement and fertility. In sum, the authors find, it is “unlikely that
indebtedness would be sufficiently large (for most) to significantly change the
decision to have children at all, but may affect the timing of fertility."®

There may be another factor contributing to the limited relationship between
student loan debt and fertility—especially as compared to the intentionality
behind a decision to get married, “the transition to parenthood can occur even in
cases where individuals have not planned to become parents, and thus material
readiness may not always be the most salient factor predicting the transition.
This potential for accidental transitions may in effect diminish the role of financial
security.”®

Other factors beyond a person’s control can also impact the decision to become a
parent as well—when Robb and Schreiber control both for household income and
macroeconomic conditions, “student loans are not significantly associated with
the transition to parenthood.”®°

POTENTIAL AVENUES FOR POLICYMAKERS

The evidence suggests that the decision to marry may be impacted by our
ongoing shift to a debt-financed model of human capital formation, with a
more tenuous case that student debt may impact parenthood, as well. The
reasons behind this shift, which could include greater emphasis on professional
fulfillmment over marriage and higher opportunity costs to parenthood, may be
beyond the ability of policy to affect directly.

But opportunities exist to shift existing policies on the margins to make it less
difficult for individuals who want to form families to do so. Policymakers could
make it easier for individuals to weigh the trade-offs associated with higher
education, promote competition in higher education, and reform payment
options to make it more affordable for individuals to have a family and pursue
their education.

One potential option is to double the student debt interest deduction in the

tax code from $2,500 to $5,000 for married filers, ensuring that couples do not
face an implicit penalty in choosing to marry.®' The Lifetime Learning Credit,
which allows taxpayers to deduct qualified education-related expenses such as
tuition and textbooks, is currently capped at $2,000 per return; it could also be
doubled for married filers to minimize associated marriage penalties.®?? However,
if policymakers are interested in rectifying the root of the issue, then they should
eliminate marriage penalties and check tuition costs through removing the tax
structures that create these issues in the first place.

Streamlining income-driven repayment (IDR) could be an easier way to direct
assistance to those in difficult financial circumstances.® IDR, which sets monthly
student loan payment at an amount deemed “affordable” based on income
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and family size, can be improved for newly-married households and those with
children. Repayment plans tied to income have been implemented in Australia,
New Zealand and the United Kingdom,** and have been supported conceptually
by economists from Milton Friedman to James Tobin, two Nobel laureates who
occupied opposing ends of the political spectrum.®

Multiple pieces of legislation that would streamline the current mix of four IDR
options into one, simplified program have been introduced on both sides of the
aisle and included in the President’s budget in FY2018, FY2019, and FY2020.%¢
Importantly for the purposes of this paper, income-driven repayment programs
often penalize couples upon marriage. Under current law, married couples that file
jointly would have a higher adjusted gross income (AGI), and therefore a higher
amount owed, than if they hadn’t married, and could possibly become ineligible
for IDR (couples can still file separately, but would lose out on other benefits of
joint filing). Any reform of IDR programs should find ways to soften marriage
penalties for couples filing jointly, such as introducing a set-aside of some spousal
income in calculating joint AGI, doubling the IDR eligibility cutoff for newly-
combined incomes, or otherwise adjusting the expected contribution for families
in IDR programs.

More broadly, eliminating marriage penalties in the tax code or further increasing
the Child Tax Credit would be a way to provide benefits to all families, regardless
of student loan balance.®” Not all of the steps to address any effects of student
debt on family formation need come from Washington, D.C. Given the balance
of evidence shows student loan burdens associated with declines in marriage,
philanthropic organizations and private industry could focus some efforts on
providing interest rate reduction or balance forgiveness following a marriage.
University administrations, especially in graduate programs, could ensure that
stipend or financial aid calculations are adjusted for household size, and expand
the generosity of financial supports and services for families to better support
students that choose to marry or have children in school.%®

While this paper focuses specifically on student debt as it relates to family
formation, multiple proposals have been introduced to make higher education
more affordable across the board. Notably, the Higher Education Reform
Opportunity (HERO) Act introduced by JEC Chairman Sen. Mike Lee, proposes
a number of policy mechanisms to lower college costs through increased
competition and transparency.

The HERO Act would lower barriers to entry for new educational models by
encouraging accreditation reform to allow for innovative, non-traditional
approaches to credentialing; building on ongoing efforts to make transparent
scorecards available on earnings by major and by institution, making it easier for
students and their parents to “comparison shop"” across competing programs;
consolidating and capping existing student loan programs; and introducing a
“skin-in-the-game"” measure for universities and colleges.®®
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Capping or eliminating PLUS loans, including Parent-PLUS loans for post-
baccalaureate students and Grad-PLUS loans, could also instill more discipline
in graduate school debt.” Congress could restrict or eliminate Parent-PLUS
loans, which encourage families with undergraduates to take on debt and serve
as “a no-strings-attached revenue source for colleges and universities, with the
risk shared only by parents and the government.””" A bolder step would be to
introduce per-student, per-year caps into federal student loan programs; the
Heritage Foundation estimates such a plan could reduce total federal student
lending by one-third.”? Introducing more price discipline to higher education
could take the form of ensuring that career and technical education pathways,
such as registered apprenticeships, are available to young adults who want to
pursue careers that do not require degrees.”

Another alternative could include broadening access to income-share
agreements (ISA), which offer an alternative pathway to financing higher
education, particularly for students studying majors in high demand.” As
opposed to IDR, ISAs do not entail taking on a balance or paying interest; instead,
a student promises to pay a certain percentage of their future income to an
investor. Some institutions, notably Purdue University, have begun to offer ISAs for
certain fields of study.” Congress could clarify that it is acceptable for schools to
provide ISAs, as proposed last Congress by Senator Young.”®

CONCLUSION

Our current model of human capital formation has the potential to subtly

nudge young adults to put off pursuing meaningful relationships, marrying, and
becoming a parent. We should be creative in exploring alternatives, whether it be
income-driven repayment, making marginal changes in the tax code, increasing
options both inside and out of traditional higher education, and providing more
social support for parents.

But a problem can be a problem without being a crisis. Relying on outlier-
inflated means as an excuse for forgiving large amounts of student debt paints a
misleading picture. The decisions of individuals to put off marriage or parenthood
while pursuing a medical, business, law, or graduate degree is important to
distinguish from a popular narrative that paints a rising tide of red ink preventing
the modal young adult from starting a family.””

Policymakers should keep the goal of broadening the choice set available to
individuals in mind. The steps suggested in this paper could make it easier for all
young adults to pursue appropriate education without being burdened by debt
and having to sacrifice other, invaluable, parts of life in the process.

Patrick T. Brown
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paths so as to avoid being burdened by debt. Policy can ameliorate specific
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guo and forgo an opportunity to reorient public policy to support family formation.
Large-scale forgiveness may temporarily alleviate some short-term burdens without
doing anything to make it easier for more couples to marry and have kids in the
medium- and long-term.
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