CCR COMMUNITY COLLEGE POLICY FACT SHEET
RESEARCH CENTER JUNE 2026

Teachers College, Columbia University

Community Colleges and Student Debt

Student loans are an important way to finance tuition and other educational costs and can
increase the probability of college persistence and graduation.'However, student loan debt can
also be a challenge for students who do not complete a program of study and do not experience the
boostin earnings that usually comes with a college degree. Paying off loans can be burdensome
even for student borrowers who do graduate. As of 2025, there were about42.8 million people
holding $1.7 trillion in federal student loans, down from a peak of $1.9 trillion in 2020.2
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landscape is still taking shape.®®

What the Research Tells Us

Community college students are less likely to borrow than other college students and
accrue less debt overall. The percentage of students who borrow has fallen in recent
years but is still up over the longer term.

* Thirty-nine percent of public two-year college students who started in 2011-127 took out
undergraduate loans within six years of college entry, and 17% of borrowers had defaulted
on their loans within six years of college entry.2

* In2019-20, 33% of associate degree graduates at public colleges had ever taken out loans,
compared with 59% of bachelor’s graduates at public colleges. The average cumulative loan
amount for associate graduates from public colleges who took out loans was $15,530.2%°

* The share of community college students who took out student loans in a given year
increased from 5%in 1999-2000 to 17%1in 2011-12 and then decreased in 2019-20 to 11%.
In 2019-20, the share of student borrowers at four-year public universities was 38% and at
for-profit colleges was 62%."
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Many community college students appear to benefit from access to student loans, though they
are often discouraged from borrowing.

* Colleges have discretion over whether to include loan offers in financial aid letters. Millions of
community college students attend colleges that opt out of federal loan programs or do not include
loan information in financial aid letters, even though most students would be eligible for loans.’2

* Notsurprisingly, access to loans increases borrowing at community colleges. Research indicates
that students who borrow earn 3.7 more credits and their GPA increases by 0.6 points in their
first year. Community college borrowers are also 11 percentage points more likely to transfer to
four-year colleges one year later.”

* While access to loans may be better than not having access, grants may help even more. Students at
colleges that offer federal loans appear to borrow less if they receive a Pell Grant. They also appear
to reduce their work hours and take more credits.*

Community college borrowers default on their loans at higher rates than four-year college
students. There are disparities in default by race and income.

* Student borrowers are more likely to default on their loans if they enroll part-time, never complete an
associate or bachelor’s degree, or enroll only online.®

 Black students and low-income students have higher-than-average default rates.*

¢ Since the end of the pandemic student-loan payment pause, student borrowers are slower at paying
down loan balances compared to before the pandemic, suggesting alooming increase in default rates.”*®
About 7.7 million federal student loan borrowers are in default, and more than 4 million borrowers
are more than 30 days delinquent.’

* The cohort default rate (default within three years of entering repayment) for the 2017 cohort of
community college student borrowers—the most recent unaffected by the payment pause—was
15.2%. Student borrowers at public four-year colleges defaulted at an average rate of 7.1%.2°%12

* The mostrecent data on institutions at risk of losing access to federal student aid programs due to the
percentage of borrowers who default on their loans shows that about two thirds are for-profit colleges
and a quarter are public institutions.®

Policy Considerations

* Colleges should not discourage students from borrowing if it helps them complete their degrees in
a timely fashion. The key is to help students borrow responsibly by calculating how much they can
reasonably afford to pay back each month based on projected earnings and living expenses and to help
students weigh their choice of program.

» Federal student loans generally offer better terms and greater protections than private loans or credit
cards. Colleges should make clear that federal student loans are students’ best option.

¢ Still, loan defaults and delinquency might prevent students from returning to college and damage
their finances. Policymakers should expand grant aid to ensure borrowing remains a supplement,
not the foundation, of college financing.

* Collegesand the federal government should ensure that borrowers are aware of and can easily access
income-contingent repayment after leaving college, to reduce the risk of default.

For more information contact Elizabeth Ganga,
CCRC Senior Communications Manager, at ganga@tc.edu
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