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Abstract

This paper addresses the relationship between student loan debt and its effects on major adult
milestones like marriage, career choices, and homeownership. Using data from the U.S. Census
Bureau and the Department of Education, | find strong correlations between higher student loan
balances and delayed timing in marriage and homeownership. For example, correlation
coefficients for student loan debt found using linear regression indicates that every $1,000 in
additional debt delays homeownership by approximately 4 months. | also find strong correlations
between higher student loan balances constraining career choices into higher-paying (but
potentially less purpose-filled) jobs. These findings, alongside existing literature on these topics,
highlight an ever-growing problem within higher education in the United States with long-term
economic consequences.
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Introduction

The student debt crisis in the United States has deep historical roots, evolving over several
decades due to shifts in higher education financing and policy decisions. The post-World War II
era marked a significant shift with the passage of the G.I. Bill in 1944, providing financial
assistance to veterans for college. This spurred increased college enrollment and set a
precedent for federal involvement in higher education financing. In the 1960s, the federal
government's role expanded with the Higher Education Act (HEA) of 1965, which provided
financial assistance to low-income students through grants and loans.

However, the 1980s saw significant budget cuts to federal financial aid under the Reagan
administration, shifting the emphasis from grants to loans. By the 1990s, college costs had
significantly outpaced inflation, and students increasingly relied on loans. By the early 2000s,
federal student loan borrowing had become the primary means of funding higher education, and
the average student loan debt at graduation more than doubled from $12,750 in 1996, to
$28,650 in 2012. The Great Recession of 2008 exacerbated the crisis, as state budget cuts led
to significant tuition hikes at public colleges. Between 2008 and 2018, average tuition and fees
at public four-year institutions increased by 37%. Concurrently, the job market for recent
graduates became more challenging, making loan repayment harder. Today, the student debt
crisis has reached unprecedented levels, with total student loan debt exceeding $1.7 trillion,
owed by approximately 44 million borrowers. The average student loan debt per borrower is
around $37,000, with many students owing significantly more.

The economic implications of such debts are profound. High levels of student debt delay
homeownership, as young adults burdened with debt are less likely to qualify for mortgages.
Homeownership rates among young adults aged 25 to 34 have declined from 45% in 2005 to
37% in 2020. Moreover, student debt impacts career choices, with graduates prioritizing
higher-paying jobs over careers in lower-paying but socially valuable fields, affecting public
services and community well-being. Broader economic consequences include reduced
consumer spending and lower rates of business formation. High levels of student debt reduce
borrowers' ability to participate in the economy, leading to lower consumption and reduced
economic growth. Counties with higher student debt levels experience slower growth in small
business formation.

The student debt crisis in the United States is a complex and multifaceted issue with deep
historical roots and far-reaching consequences. The shift from grants to loans, rising college
costs, and economic downturns have all contributed to the current state of student debt. The
economic impact of this crisis extends beyond individual borrowers, affecting homeownership
rates, career choices, consumer spending, and even mental health. Addressing this crisis
requires comprehensive policy solutions that tackle the root causes of rising education costs
and provide relief to the millions of Americans burdened by student debt.

Taking the “historical context” of student debt implications into account, this paper seeks to
examine the broader economic impacts of the student debt crisis and how they affect various
sectors of the economy.
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Literature Review

The growing increase in student debt has many implications on a variety of contexts regarding
consumer decisions. One of these contexts is homeownership. Mezza et. al (2020) estimated
that a $1000 increase in student loans equates to an average delay of four months in attaining
homeownership. They also found that student loan affects this decision regardless of local
economic conditions, or changes in educational outcomes.

Student loan debt also impacts marriage decisions. Studies by Addo (2014) and Bozick and
Estacion (2014) found similar results in marriage delays as homeownership delays, showing
that individuals with higher student debt levels are less likely to get married. Addo (2014)
highlights that the financial burden of student loans can delay marriage as individuals prioritize
debt repayment over marital commitments. Similarly, Bozick and Estacion (2014) observed that
student loan debt affects marriage timing and partner choice, with individuals often seeking
financially stable partners.

The influence of student debt extends to career choices as well. Rothstein and Rouse (2011)
found that individuals with significant student debt may opt for higher-paying jobs that may not
align with their career aspirations, solely to manage their loan repayments. These authors also
concluded that student debt leads to fewer graduates entering public service or lower-paying
professions, as the need to repay loans drives them towards higher-income positions. Studies
by Minicozzi (2005) and Kim (2013) further support these findings. Minicozzi (2005) found that
student debt influences career paths by discouraging graduates from pursuing advanced
degrees, as the prospect of accumulating more debt deters them from further education. Kim
(2013) observed that student debt significantly impacts graduates' choices in the early stages of
their careers, with many opting for immediate employment over additional training or education
that could enhance their long-term career prospects.

In response to the adverse effects of student debt, federal programs like the Public Service
Loan Forgiveness (PSLF) program have been introduced to provide relief. PSLF aims to forgive
the remaining student loan balance for borrowers who make 120 qualifying monthly payments
while working full-time for a qualifying employer. However, the effectiveness of PSLF has been
questioned. As of recent reports, many applicants have struggled to meet the program's
stringent requirements, resulting in a low approval rate for forgiveness (U.S. Department of
Education, 2018). The Biden Administration has made efforts to expand the eligibility of this
program, yet overall approval rates still remain low.

The evidence indicates that student debt significantly affects consumer decisions in areas such
as homeownership, marriage, and career choices. While federal programs like PSLF attempt to
alleviate the burden, their effectiveness remains a topic of debate. Addressing the challenges
posed by student debt requires comprehensive policy solutions to support individuals in
managing their financial obligations without compromising their long-term life goals.
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The data used in this study is sourced from multiple reliable databases and studies that have
extensively documented the student debt crisis and how it impacts the economy. The primary
dataset includes data from the U.S. Department of Education, which provides comprehensive
statistics on student loan debt, including total loan amounts, average debt per borrower, and
default rates. This data spans from the early 1960’s to the most recent year available, offering a

broad view of how student debt has evolved over time.

Additionally, data from the U.S. Census Bureau is utilized to accurately analyze trends in
homeownership, marriage rates, and career choices among young adults, which is crucial for
understanding the broader economic impacts of student debt. The dataset includes variables
such as age, income, education level, and debt amount, allowing for a detailed examination of
how these factors interact with major life decisions.

The data also includes specific findings from various academic studies, such as those
conducted by Mezza et al. (2020), Addo (2014), and Rothstein and Rouse (2011). These studies
provide insights into the correlation between student debt and delayed homeownership,
marriage, and career choices. The timeframes of these studies vary, but they collectively cover
a significant period, from the 1965 through the 2010s, providing a longitudinal perspective on

the issue.

- Footnotes with links to go back to the data set im talking abt
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Data and Methods

In this analysis, | primarily used Microsoft Excel to process, clean, and analyze the data. The
dataset included variables such as student loan debt amounts, homeownership status, marriage
status, and career choices, as well as demographic controls like income, education level, and
geographic location. The first step involved importing datasets from the U.S. Department of
Education and the U.S. Census Bureau into Excel. | cleaned the data by removing duplicate
entries and organized it by calculating the median of each variable per quarter, to ensure that
every data point was interpreted under the same standards. | utilized correlation analysis to
identify relationships between student loan debt and other variables such as income,
homeownership, marriage status, etc. This was done by calculating Pearson correlation
coefficients (PPC), which helped quantify the strength and direction of these relationships. For
instance, the correlation between student loan debt and delayed homeownership was found to
be negative, indicating that higher debt was associated with delayed homeownership.

To further explore the relationships, | used linear regression in Excel’s built-in data
analysis tool. Linear regression models were created to predict outcomes like homeownership
and marriage timing based on student loan debt levels, while controlling for other variables such
as income and age.

| also utilized Excel for creating visual representations of the data. | created line charts
and residual plots to show the historical trend of rising student loan debt and how it correlates
with declining homeownership and marriage rates.

Limitations

While the data used in this study is quite comprehensive, there are several limitations that could
affect the findings. One significant limitation is the availability of more recent data. The most
current datasets often have a lag, meaning the most recent trends in student debt and its
economic impacts might not be fully captured. This is particularly relevant in the context of the
COVID-19 pandemic, which has likely altered the patterns of economic behavior.

Another limitation is the lack of localized data. While national and state-level data is available,
more localized data could provide deeper insights into how student debt impacts specific
communities, particularly those that are economically disadvantaged or have higher education
costs. Future research could benefit from more detailed, zip code-level data to explore these
localized effects.

If more time and resources were available, additional analysis methods could be employed to
enhance the study. For instance, more advanced methods such as Random Forests or Neural
Networks may have had higher accuracy for predicting the effect of student loan debt on
economic outcomes. Additionally, qualitative data, such as interview notes with real student
borrowers, could provide a richer understanding of how debt shapes individual life choices.
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Discussion

The analysis reveals several significant relationships between student loan debt and major life
decisions such as homeownership, marriage, and career paths. The linear regression analysis
showed that increased student debt is strongly associated with delayed homeownership. The
coefficient for student loan debt in the homeownership regression model indicated that every
$1,000 in additional debt delayed homeownership by approximately 4 months, consistent with
findings in other studies. Similarly, the analysis demonstrated that student debt is a major factor
influencing marriage decisions. Individuals with higher student loan balances were less likely to
marry in their 20s and early 30s, suggesting that the financial burden of repaying loans may
weigh heavily on the pursuit of long-term commitments.

The impact of student debt on career choices was also evident in the data. Many
graduates were seen to opt for higher-paying jobs that did not necessarily align with their career
interests, prioritizing debt repayment over personal or professional fulfillment. This shift away
from public service or lower-paying fields, as identified in the literature, was evident in the
dataset analyzed. Although it is key to understand that correlation is not equal to causation, the
strong relationship between the researched variables indicate that student debt. These findings
underline the broader economic consequences of student debt, reinstating the notion that high
debt levels hinder economic participation by delaying key life milestones and constraining career
flexibility.

Conclusion

In conclusion, the student debt crisis within the United States represents a profound challenge
with far-reaching economic implications that extend into family formation, career choices, and
homeownership. Educational financing in the United States has created a cycle of financial
burdens that delay these pivotal life events to prioritize debt repayment. The findings discussed
in this paper underscore the need for additional policy reform that address the root causes of
rising tuition costs and more sustainable borrowing paths for university students. Without
additional action, the student debt crisis will continue to disrupt adult life milestones and
economic progress for those facing student loans for many years to come.
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