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February 12, 2019  
 
The Honorable Doug Jones     The Honorable Elizabeth Warren 
326 Russell Senate Office Building    317 Hart Senate Office Building 
Washington, D.C. 20510      Washington, D.C. 20510 
 
The Honorable Kamala D. Harris     The Honorable Catherine Cortez Masto 
112 Hart Senate Office Building     204 Russell Senate Office Building 
Washington, D.C. 20510      Washington, D.C. 20510 
 

 
Dear Senators Jones, Warren, Harris, and Cortez Masto: 
 
We appreciate the opportunity to respond  to your January 3 request for stakeholder input on 
addressing racial disparities in student debt and the broader challenges faced by students of color. As 
you undertake work on this critical issue, we hope that you and your colleagues will rely on nonpartisan, 
evidence-based research and analysis from the Project on Student Borrower Success at The Pew 
Charitable Trusts, and we are happy to be a resource for you.1 
 
Since the Great Recession, Americans’ financial security has gained increasing attention in the media 
and among policymakers. But these macroeconomic trends don’t reflect the challenges facing many 
families and often leave out an important perspective: that of Americans themselves. To begin filling 
that gap, Pew conducted a nationally representative survey of more than 7,000 households to collect 
data on family balance sheets, Americans’ perceptions of their financial security, and how their views 
differ according to income, wealth, and other demographic factors.2 
 
Pew’s survey data show that Americans are conflicted about their financial well-being, and their 
descriptions of their financial lives suggest that they have reason for worry: More than half (55 percent) 
said that they broke even or spent more than they made each month and that their income or expenses 
also fluctuated, making it difficult to plan and save. A full third of Americans reported having no savings. 
And importantly, nearly half (49 percent) of those who worried about their finances in the year before 
the survey and had student debt reported concerns about repaying those loans.3  
 
One of the most important findings from this survey is that African-American and Hispanic households 
have fewer assets than their white peers. The typical white household had slightly more than one 
month’s income in liquid savings, compared with just 12 days for the typical Hispanic household and 
only five days for the typical African-American household. In fact, a quarter of black households would 
have had less than $5 if they liquidated all of their financial assets.4 
 
These differences in wealth likely play a role in higher education: A larger percentage of African-
American and Hispanic households reported having student debt than their white peers, even when 
examining these groups at similar levels of education.  
 
 

https://www.warren.senate.gov/imo/media/doc/Borrowers%20of%20Color%20Letter%20Jan%202019.pdf
https://www.pewtrusts.org/en/projects/student-borrower-success
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Among those with some college or an associate degree:5 

• 37 percent of black households reported holding student debt, compared with 30 and 23 
percent of Hispanic and white households, respectively.6  

• Borrowers reported holding similar amounts of debt at the median across racial groups—
$18,000 for a typical white or Hispanic household and $16,000 for a typical black household—
but black households had less income with which to make payments: The typical black 
respondent with student debt and some college or an associate degree had an annual 
household income of $40,000, compared with $55,000 for similar white and Hispanic 
respondents.7  

 
The story is similar—and black households held more debt at the median—for those with bachelor’s 
degrees and higher:  

• 54 percent of black and 42 percent of Hispanic households owed student debt, compared with 
just 28 percent of white households.  

• Among these borrowers, the typical black household had 33 percent more debt than a typical 
Hispanic household and 45 percent more debt than a typical white household.  

• Complicating their higher levels of debt, at the median, these black families made 73 cents for 
every dollar earned by white or Hispanic families with similar levels of education.8 

 
As you consider options for future borrowers and look for ways to bolster families’ economic security, 
you will understandably receive significant recommendations focused on “front-end” solutions that seek 
to prevent problems before they occur, including those addressing the college access, completion, and 
earnings disparities between white households and households of color, and on ways to reduce the 
amount of debt that students take on. Considering the data outlined above, and Americans’ own words 
about their balance sheets, we also encourage you to focus on the significant challenges facing current 
borrowers and the need for “back-end” improvements to the student loan repayment system. 
 
Today, 43 million borrowers hold federal student loans, and approximately 1 in 5—9 million 
Americans—is in default.9 Millions more are struggling to make payments, including, especially, African-
American households: Recent research indicates, as you reference in your letter, that black college 
graduates with bachelor’s degrees are more likely to default than white dropouts.10 
 
The federal student loan repayment system should be improved to ensure that more borrowers are able 
to sustainably repay their loans and avoid delinquency and default. For example, the system allows 
borrowers facing short-term setbacks to pause their payments using deferments and forbearances, and 
it provides flexibility for those facing more long-term financial hardship, including the ability to make 
income-based payments. But administrative hurdles can keep borrowers from enrolling and remaining 
in income-driven plans: These plans involve an onerous annual application process, and if the paperwork 
is not submitted accurately or processed on time, payments can skyrocket, potentially leading to 
delinquency, default, or the use of deferments and forbearances for longer periods of time.  
 
In fact, when the U.S. Department of Education examined data from the six largest student loan 
servicers, it found that, between 2013 and 2014, more than half of borrowers in income-driven plans did 
not recertify on time.11 And recent studies of community college students found that, in Iowa, 35 
percent of those enrolled in the standard repayment plan defaulted compared with just 3 percent of 



 

3 

those enrolled in income-driven repayment programs; more than 85 percent of defaulters across three 
states were enrolled in the standard repayment plan.12  
 
While income-driven repayment might not be the right path for everyone, the financial shocks that can 
come with default or large jumps in monthly payments are felt hardest by borrowers with few monthly 
resources to spare: Among African-American borrowers with some college or an associate degree, as 
described above, only one-third (32 percent) reported having savings versus nearly two-thirds (63 
percent) of comparable white households.13 Inefficient administrative processes can also prove costly 
for taxpayers.  
 
In the coming months, the Higher Education Act and the U.S. Department of Education’s regulations, 
guidance, programs, and initiatives should aim to produce a repayment system that protects families’ 
financial security, fosters economic mobility, and is: 

• Flexible and accessible: Borrowers must be able to access, without administrative barriers, flexible 
repayment options when they experience short- and long-term financial hardship.  

• Affordable: All borrowers should be able to quickly and seamlessly enroll and remain in a 
repayment plan that gives them the best pathway to successfully repay their loans. 

 
The mission of Pew’s Project on Student Borrower Success is twofold: We seek to ensure that the 
student loan repayment system works well for those borrowers most at risk of delinquency and default 
while protecting taxpayer investments in higher education. To that end, we are analyzing the benefits, 
limitations, and fiscal impacts of student loan repayment programs, as well as proposals for reform of 
the student loan repayment and servicing systems, examining issues such as the need for: 

• Targeted, timely support: Although there is a growing body of knowledge about which borrowers 
struggle the most with delinquency, default, and growing balances, experts and policymakers don’t 
have much information about how to identify these borrowers early and assist them through 
repayment. 

• Reductions in administrative barriers: There is also a need for more data about which points in the 
repayment process—in addition to those related to income-driven repayment described above—
create administrative barriers that can prevent borrowers from selecting and then enrolling, 
remaining, and succeeding in repayment plans that facilitate long-term success. 
 

We look forward to being a resource for you as we talk to loan servicers, educational institutions, 
lending experts, and others to identify effective strategies that can help borrowers achieve long-term 
repayment success and help policymakers and stakeholders craft solutions to ensure that the student 
loan repayment system identifies and provides support for those struggling the most. 
 
Sincerely, 
 
Sarah Sattelmeyer 
Manager, Project on Student Borrower Success  
The Pew Charitable Trusts  
901 E Street NW, Washington, D.C. 20004 
202-540-6638  
ssattelmeyer@pewtrusts.org    

mailto:ssattelmeyer@pewtrusts.org
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