
 

ABSTRACT 

McQUEEN, HANNAH MARIE. The Student ‘Investor’ and the Long-Term Risks 

Associated with Higher Education Debt. (Under the direction of Dr. Anna Manzoni.) 

 

 Student loans are an emerging social issue in the 21st century. As student loan debt 

burdens have eclipsed other types of debt such as mortgages and credit card debt in volume 

(Hillman 2014), this begs the question of whether Americans are seeing the type of 

financialization in the realm of higher education as they have seen in other traditionally non-

financial realms. Using data from the Baccalaureate and Beyond Longitudinal Study I 

compare the 1993 and 2008 graduating cohorts to investigate (1) whether student loans are 

becoming financialized over time, and (2) whether the increased risk affects their long-term 

financial well-being and transitions into adulthood. Results from regression models suggest 

that student loan debt portfolios are becoming riskier over time, as students must turn to non-

federal sources of loans to subsidize their higher education. Although risky debt portfolios 

are not directly associated with delayed marriages, childbearing, or residential independence, 

riskier student loans are tied to higher chances of default and greater student loan debt 

burdens amongst borrowers.  
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INTRODUCTION 

Student loan debt is a unique new risk for Generation Y. The total volume of student 

loan debt in the U.S., estimated to $867 billion by the end of 2011, is now higher than other 

common forms of debt such as auto loans, credit card debt, and even home equity loans 

(Hillman 2014). In the 2014-2015 academic school year alone, undergraduate and graduate 

students received about $249.03 billion in student aid and loans from all governmental, 

institutional, and private sources1 (Baum et al. 2015). Like other financial products in the 

past four decades, student loans have been re-shaped in the ever-expanding reach of financial 

markets into non-economic realms, such as higher education (Eaton et al. 2016). While the 

precipitous growth of popular financial products in recent decades is well-documented, most 

of the sociological literature on financialization omits student loans. 

College matriculates must often become ‘student investors’ (Aitken 2007) to obtain 

their college degrees, but their financial decisions when starting college shape more than just 

their educational experience. Holding debt at the beginning of the transition into adulthood 

could affect how young adults navigate the life course, with implications for their financial 

well-being. Furthermore, inequalities shape the borrowing process, with young adults from 

disadvantaged backgrounds bearing a disproportionally large debt burden into their early 

careers (Addo, Houle, and Simon 2014; Houle 2014a). Overall, changing structural features 

in the way Americans pay for college coupled with rising loan burdens could come to play an 

important role in the social reproduction of inequality across generations. This begs the 

question of how young adults are coping with the financialization of their education, just as 

                                                      
1 This is a conservative estimate of the total amount of aid that college students receive as it does not take into 

account aid from unofficial sources, like family and friends or workplaces. 
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they are entering the formative period of their lives in which they are preparing to build their 

financial futures, establish stable relationships, and launch their careers. 

 This study addresses the gap in the literature regarding the financialization of young 

adults’ lives and how they have adapted their borrowing patterns over time to meet the 

demands for financing their higher education experience. I present an empirical study of 

young adults from two cohorts, one from the early 1990s and one from the late 2000s, in 

order to examine how much education debt has become “financialized” and whether this has 

any impact on the life course. In the review of the literature, I discuss how empirical 

evidence of structural changes towards increased financial risk and instability in higher 

education, intertwined with the reconceptualization of young adults as student “investors,” 

can be synthesized into a more general theory of the increasing financialization of young 

adults’ lives. These processes extend far beyond the experience of paying for college; the risk 

associated with student loans permeates the life course and has long-term consequences in 

terms of reaching financial well-being and other milestones of adulthood. Using data from 

the Baccalaureate and Beyond Longitudinal Study, I investigate whether borrowing for 

education has become more financialized by estimating a series of zero-one inflated beta 

models predicting the relative riskiness of young adults’ student loan debt portfolios. I find 

that not only have student loans become riskier over time, but that this risk is stratified by 

race and age, family composition, and institutional sector. Results from additional logistic 

and Poisson models show that while young adults who have riskier debt portfolios do not 

delay getting married, having children, or buying and/or renting a house as a result of their 

financial situation, they do experience greater risk of defaulting and having relatively large 

debt burdens. 
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FINANCIALIZATION, INEQUALITY, AND HIGHER EDUCATION 

 In its broadest definition, financialization can be described as “the shift from 

industrial to finance capitalism” (van der Zwan 2014:99). In the past four decades in the 

United States there has been a notable decline in manufacturing’s share of GDP, with finance 

securing a predominant place at the center of the economy (Krippner 2005; Davis 2009). 

Coupled with a growing amount of energy devoted to financial markets and instruments 

(Godechot 2015), this process has had far-reaching repercussions for American society. 

 Financialization has been linked to many phenomena such as a reduction in economic 

growth in the non-finance sector (Tomaskovic-Devey, Lin, and Meyers 2015) and the rise of 

income inequality (Lin and Tomaskovic-Devey 2013. Notably, a burgeoning body of 

literature links the macro-level changes in the economy to the maintenance of class 

stratification. Financialization has been a driver of world inequality since the 1970s 

(Godechot 2015). The gap in economic rents among equity holders, managers, and laborers 

has widened in recent decades (Weeden and Grusky 2014; Tomaskovic-Devey and Lin 

2011), leading Krippner (2005) to conceptualize financialization as a regime of 

accumulation. Furthermore, neoliberal discourse masks this unequal allocation of capital 

within organizations (Crowley and Hodson 2014). Finally, at the micro-level, financialization 

has also been characterized as the merge between business cycles and life cycles (Martin 

2002). Everyday life occurrences present the opportunity for people to become financialized 

actors who are prepared to self-manage the increased risk imposed on individuals and 

households in the financialized economy. 

 The evolution of finance has been driven by the volume of stocks and shares held as 

assets on banks’ balance sheets, but non-financial firms and households have been affected 
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by the change as well. Fligstein and Goldstein (2015) argue that the expansion of finance is 

facilitated through selling more financial products directly to households, rather than through 

mediums like the government and workplaces. For households at the top of the income 

distribution, this is a favorable way to preserve and extend their lifestyles. Middle- and 

lower-class households use the new financial opportunities to maintain their lifestyles or to 

‘get by.’ In doing so, most American households accumulate debt and expose themselves to 

greater levels of risk and insecurity (Allon and Redden 2012). 

Several prominent studies examine how financialization processes have affected the 

economy (Krippner 2011; Tomaskovic-Devey, Lin, and Meyers 2015). The financialization 

of traditionally non-financial institutions (e.g. firms, churches, and schools) has received less 

attention in sociological literature. However, the financialization of higher education in 

particular is of burgeoning concern for social scientists. Higher education, while not a ‘public 

good’ in the traditional economic sense, nonetheless benefits all of society by creating a 

better-educated and more civic-minded population (Baum 2016). Therefore, it is expedient to 

explore what happens when education institutions that have historically been only 

tangentially related to finance become integrated into financial market performance. 

Structural changes in the higher education system contribute to social inequality. The 

21st century university is evolving into a financialized institution (Engelen, Fernandez, and 

Hendrikse 2014). While reserves for research and development are shrinking, universities in 

the U.S. and even parts of Europe are borrowing large amounts of money to construct new 

buildings, hire a greater share of accountants and financiers relative to teachers and research 

professionals, and invest in non-academic technology and profit strategies. Engelen et al. 

(2014) claim that universities in Amsterdam are becoming businesses with an increasing 
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priority on managerialism, not excellence in academics. Eaton et al. (2013) have also 

researched this trend in the case of the University of California, the governance of which they 

claim is becoming financialized. Universities are taking on huge amounts of debt and have 

lost their “financial slack” (Engelen et al. 2014), which means that universities themselves 

are in a more unstable position. Although the link between the financial volatility of the 

modern university and the increased risk and responsibility placed on students to manage 

their own debt and risk has not been solidified, further research on this topic would prove 

insightful in our understanding of this hypothesized relationship. Peters (2005) claims that a 

new form of educational capitalism is developing that is privatized and commercialized. 

Instead of being characterized as a public good, or even as a good with positive social 

externalities (Baum 2016), a neoliberal ideology has emerged that proclaims the virtues of 

individual investment in human capital, such as education, job training, or credentials. 

Individuals are expected to become “entrepreneurial selves” and invest in education at 

critical points in their career cycles.  However, as the following section details, American 

young adults are ill-prepared to navigate the complex and ever-changing financial market. 

STUDENTS AS ‘INVESTORS’ 

New narratives regarding individual risk management, and responsibility have shaped 

the context and structure of the financial system that young adults must turn to in order to 

pay for a college degree. Within the neoliberal market individuals are expected to make 

welfare-maximizing decisions, but the ever-changing landscape of personal finance 

complicates the expectations placed on young adults seeking college credentials. 

The financialization of the economy has not just led to an increasing income gap 

between the upper class and the middle- and lower-classes; it is also a new cultural value 
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(Lin and Tomaskovic-Devey 2013). Americans expect to improve their life through 

consumption and personal investment (Allon and Redden 2012) and are finding that ‘popular 

finance’ programs are pervading the lives of low- and middle-class individuals and 

households, who are seen in the new financially-oriented economy as an ‘investing subject’ 

(Aitken 2007). Of course, college students are not the traditional ‘investing subjects’ that 

Aitken (2007) describes; even though they are largely young adults, most are still financially 

tied to their parents/guardians during their college years. Norvilitis and MacLean (2010) 

found that college students whose parents more actively mentored them in financial skills 

had less problematic credit card use, regardless of the actual debt level of the parents. In 

addition, Manzoni (2015) showed that young adults in college are largely “partially 

independent” – that is, they receive financial assistance from their parents, even if they don’t 

reside with them. Furthermore, these relationships vary by socioeconomic background, with 

low-SES students receiving less parental aid.  

Nonetheless, young adults from all backgrounds are expected to competently manage 

their personal financial situations, understand when and how to finance their higher 

education experience, determine the appropriateness of certain products for their own 

circumstances, and know where to turn for helpful advice and information when they are 

unable to discern the above for themselves (Erturk et al. 2007). Young adults who borrow at 

the beginning of their college careers are expected to evaluate the cost of a college degree 

approximately four years before entering the labor market with a bachelor’s degree. They are 

also making determinations that will affect their financial strategy and status for years after 

entering college. Scholars have observed that young adults are expected to refashion 

themselves as ‘individual risk management experts’ who are responsible for their own 
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financial literacy and competency (Cutler and Waine 2001); in short, as student-investors.  

The financialization of daily life has led to rising (and perhaps unrealistic) expectations for 

young adults to become personal finance experts when evaluating their college financing 

options, with profound implications for the stratification of American society. 

STUDENT LOAN DEBT IN THE 21ST CENTURY 

 The sheer volume of student debt and the fact that two-thirds of students must borrow 

to pay for college (Hillman 2014) lend evidence to suggest that higher education is becoming 

a financialized component of Americans’ daily lives. Student loans receive close and 

persistent attention in other disciplines and contexts, such as subsidization debates (Eckwert 

and Zilcha 2014) and rhetoric involving the “student loan crisis” (Looney and Yannelis 2015; 

Razaki, Koprowski, and Lindberg 2014), but less is known about how student loans are 

structured and how this may factor into social inequality. Here, I outline the major 

differences between federal loans that originate from the U.S. Department of Education and 

loans that originate from private lenders. Although this is an oversimplified explanation of 

educational loan lenders, it demonstrates the range of riskiness embedded in the market for 

student loans. 

 First, it is important to consider the fact that traditional federal loan programs are 

designed for intact families to fund an eighteen-year-old’s four-year college experience (Hess 

2007). The three currently existing federal loans programs – the Perkins loan program, the 

Stafford program, and the Parent Loans (PLUS) option – are not as well-suited for the needs 

of nontraditional students. These are student who may not come from dual-earner 

households, who may only attend college part-time, or who do not otherwise fit the formula 

that determines the ‘expected family contribution’ calculated in every Free Application for 
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Federal Student Aid (FAFSA) submission. However, the terms of federal loans are more 

favorable than private loans for several reasons (Office of Federal Student Aid 2016). Most 

federal loans are subsidized, meaning that one does not pay interest until after leaving school. 

There is also a grace period after leaving college; young adults have up to six months to start 

paying off their debt. Forbearance and loan forgiveness programs are available to qualifying 

individuals. In contrast, private loans have higher and more variable interest rates, which may 

need to be repaid by the borrower while still in school. Private loans are not guaranteed by 

the Department of Education, and banks are not required to offer loan forgiveness, more 

favorable repayment plans due to financial hardship, or consolidation plans. While federal 

student loans may not be forgiven in the case of bankruptcy, the income-driven repayment 

plans are more favorable to young adult borrowers than the more uncertain terms that private 

loans may provide.  

 Despite these differences, those who cannot borrow from the three federal programs, 

who choose not to, or who have maxed out their federal loans and still need to cover their 

education costs, all must turn to the private student loan sector. The secondary loan industry 

emerged in the U.S. in the context of a broader shift in the way financialization permeates 

everyday life. Private lenders are spurred by the advent of securitization and the declining 

coverage of federal loans, as the cost of college is outstripping inflation and growth in 

household income (Hess 2007). Private loans have been on the rise – while 6% of all 

borrowing for college was covered with finds from private lenders in 1996-1997, that 

percentage increased to 18% of the total volume of all federal loans in 2004-2005 (Hess 

2007). Students who are most likely to borrow private loans include undergraduates at high-

priced institutions or students who have high non-tuition costs like room, board, and living 
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expenses (Mazzeo 2007). In addition, professional students who face high tuition prices have 

been turning to the private sector in recent years. Mazzeo (2007) points to three main ways in 

which the rise of privatized lending may influence peoples’ long-term financial futures: it 

provides greater flexibility for borrowers and provides some services to borrowers to ease the 

burden of repayment that are not built into federal loans, but ultimately engenders more risk 

for both lenders and borrowers. 

THE STRATIFICATION OF STUDENT LOAN DEBT 

 Not all borrowing is equal, and sociologists have noted emerging trends regarding 

who has to borrow disproportionally to pay for their higher education. Most evident is the 

association between social class and debt burdens. Lower-class, non-white individuals have 

to borrow much more than their counterparts to pay for college (Addo, Houle, and Simon 

2014). In tandem with social class, parental savings also offset the amount of debt that a 

young adult accrues to pay for college. Elliot et al. (2014) find that even after accounting for 

institutional variability, students whose parents saved for their children’s’ higher education 

costs faced lower chances of accumulating debt; in addition, they had to borrow almost 

$2,000 less than those who lacked parental savings. 

 To further expand on the notion of social class, Houle (2014b) looked at the effects of 

parents’ income and education separately on debt burden. Students from wealthier and well-

educated families had less debt, while low-SES young adults are most at-risk for accruing 

debt that exceeds the national student loan debt average. Houle (2014b) also found that the 

relationship between income and debt is nonlinear; students from middle-income families are 

more at-risk than their low- and high-income peers. Finally, in a separate study, Houle 

(2014a) observed that debt burdens have substantially increased over time for young adults, 
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from early baby boomers to the most current Generation Y. Again, the increase in debt was 

markedly greater for young adults from low socioeconomic backgrounds. College-educated 

peers had accumulated more debt than others, but part of this finding is reflected in the trend 

of young adults from the middle- and upper-classes attending college at higher rates than 

their lower-class counterparts. 

 Student loan debt burdens are stratified along many other dimensions. Hamilton and 

Armstrong (2013) speak to the fact that federal student loans, the most widely used source of 

borrowing, are not designed for non-traditional students. The federal government has 

promoted its education loan programs in recent years to non-traditional students in an effort 

to encourage individuals to complete their degrees (Hillman 2014). This effort towards 

inclusion has hidden costs, however, as the FAFSA uses the expected family contribution of 

each individual borrower as a factor in determining how to distribute financial aid. As noted 

earlier, parental contributions are disproportionally made in higher SES households. 

 Scholarship on the potential differences in borrowing patterns by race and gender is 

scarce. However, some tangentially related findings may suggest how student loan debt 

burdens are unequally managed along racial and gendered lines. Studies in recent years have 

witnessed disparities in financial literacy, risk tolerance, and debt burdens among white and 

black young adults. Blacks and Hispanics are more likely to take substantial financial risks 

than whites (Yao, Gutter, and Hanna 2005), which may suggest a greater willingness to 

borrow large loans to pay for higher education. However, this greater willingness to borrow 

is juxtaposed against evidence that non-blacks possess higher financial literacy rates than 

blacks (Murphy 2005). Black youth, who are on average less wealthy and come from less 

educated backgrounds than whites (Addo, Houle, and Simon 2016), face the additional 
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challenge of having larger debt burdens than other races. Similarly, one study on teenagers’ 

financial knowledge established that young men are on average more confident making 

money decisions and display greater financial knowledge (Danes and Haberman 2007). A 

recent study by Dwyer, Hodson, and McCloud (2013) found that men drop out of college 

when they have lower levels of debt than women, but that both men and women have a 

diminished chance of graduating with extremely high levels of debt. However, the literature 

on differences in borrowing for college amongst the sexes is extremely limited and deserves 

further attention. Finally, although it is generally well-known that older individuals tend to 

make more risk-averse decisions regarding their personal finances than younger individuals 

(Albert and Duffy 2012), little is known about how age may play into borrowing decisions. 

 In addition to demographic differences, the type of institution attended (2-year versus 

4-year, public versus private, etc.) is a fairly good predictor of an individual’s debt burden 

(Looney and Yannelis 2015). Specifically, for-profit and non-selective universities enroll 

students that borrow more on average than students from more selective institutions in the 

non-profit and public sphere. Beyond the self-selection of students into institutions with 

different characteristics, such institutional characteristics are also linked to debt and rising 

inequality (McMillan Cottom, forthcoming). Overall, although the rapid proliferation of 

student loans in the 21st century is an emerging social issue, the sociological literature on 

education debt suggests that there could be potential ramifications, not only among those 

who borrow, but for stratification in U.S. society. 

THE LONG-TERM IMPACTS OF STUDENT LOAN DEBT 

 Student loan debt is a consequence of individuals finding means to pay for the rising 

cost of college, but debt burdens in turn shape various aspects of the life course that 
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researchers are beginning to explore in detail. For example, recent studies have discovered a 

strong association between the debt of young adults, their low self-esteem, and diminished 

sense of mastery over their lives (see Houve et al.’s 2014 systematic review of the literature 

on debt). Dwyer, McCloud, and Hodson (2011) have also questioned how youth themselves 

experience indebtedness and how debt may affect key developmental processes. They find 

that there are significant differences in the strength of the effect based on class, but, 

surprisingly, increasing amounts of debt raise self-esteem and produce a sense of mastery 

over one’s future. However, the effects are tempered by age, and Dwyer et al. (2011) warn 

that this positive effect may become negative over time as debt balances accrue and it takes 

people longer to pay off their loans. Debt may lead to feelings of being overextended, out of 

control, and lower self-regard. Debt burdens are not accidental or a mark of Generation Y’s 

character – they are the result of the privatization of college loans and the financialization of 

higher education. 

 Speaking directly to financial outcomes, researchers have found that indebted college 

graduates experience poorer financial outcomes than students who graduated without debt. 

College graduates with student debt have on average lower net worth, less home equity, and 

diminished ability to accumulate wealth compared to their counterparts with no student debt 

(Elliot and Lewis 2015). Similarly, Elliot, Lewis, Grinstein-Weiss, and Nam (2014) find that 

student debt is also associated with diminished financial well-being after graduation, 

especially for those who would not otherwise be able to pay for higher education. 

 Houle (2014a), in his longitudinal study of how young adult indebtedness has 

changed over time, showed that “one-fifth of Generation Y young adults have debt that 

exceed twice the value of their assets” (P. 461). This is an increase from previous 
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generations, which is concerning given that many of the young adults in his sample have yet 

to reach major adult milestones that increase indebtedness. He also found that debt has 

become riskier over time as student loan portfolios are shifting away from federally funded 

grants and loans and toward a greater percentage of unsecured private loans. Finally, this 

change has not occurred equally across class lines. Lower class students must take on 

relatively larger percentages of unsecured debt, leading to further precarity in their financial 

futures. Houle’s research is, to the best of my knowledge, the first study of its kind that 

directly calculates the riskiness of student debt, not just the total volume. Furthermore, by 

reintroducing the concept of relative risk based on debt burdens, Houle relates indebtedness 

back to the financialized economy and the overarching neoliberal historical context. 

 The studies covered above emphasize the unique role that student debt has taken in 

the life course of college students. Hillman’s (2014) study on student loan default also finds 

that cumulative loan debt is associated with default, but that students who graduate from not-

for-profit institutions fare better when it comes to default rates. Looney and Yannelis (2015) 

specifically turned to measuring young adults’ financial incomes by looking at student loan 

delinquency and default rates among all Title IV schools. They show that matriculates at for-

profit universities and two-year colleges struggle to make payments on their student loans 

more than at public and private non-profit universities, as well as 4-year institutions. Their 

matriculates are also more likely to be associated with weak educational outcomes (such as 

not graduating with a degree), lower incomes, and poorer labor market experiences. 

Although their study uses institutions as the units of analysis and cannot therefore be used to 

parse out individual financial outcomes, it clearly demonstrates the potential implications for 

the perpetuation of socioeconomic stratification. Furthermore, the findings demonstrate that 
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it is not just the amount of student loans owed that leads to delinquency and default; 

institutional characteristics such as sector, selectivity and type (2-year versus 4-year) may 

lead already disadvantaged individuals to default at a higher rate.  

 Besides the evident connection between student debt riskiness and long-term financial 

outcomes, rising educational debt burdens may be increasingly delaying other milestones of 

adulthood that typically happen around or after an individual completes their education. 

Scholars note that since the 1980s, transitions to adulthood have become more erratic and 

flexible as young adults struggle to meet their own needs (Hareven 1994). The timing of this 

pattern coincides with the rise of financialization and the emerging requirement for students 

to act as savvy ‘investors’ in their own education. It is pertinent for research on the 

financialization of daily life to seriously account for how financial risk and burden 

introduced at the beginning of adulthood may have long-lasting consequences. I concentrate 

on three specific markers of adulthood – marriage, becoming a parent, and moving out of the 

parental home (Hareven 1994; Bozick and Estacion 2014).2 

 A burgeoning literature has looked at how marriage is being delayed because of rising 

student loan debt burdens. Education debt decreases peoples’ odds of getting married out of 

college (Addo 2014), as men and especially women find cohabitation more affordable than 

married life. Using Baccalaureate and Beyond data, Bozick and Estacion (2014) also found 

that debt leads to a delay in marriage formation; specifically, each $1,000 increase in debt 

lowers the odds of an individual getting married for the first time by 2% per month for 

                                                      
2 The other two “big five” markers are finishing formal education and entering the labor force. As I exclusively 

test for variation within a sample of college graduates, my data preclude the possibility of exploring how 

financialization may influence the transition into and out of formal higher education. I do not explore how 

financialization may affect the timing in which one enters the labor force as there is no clear theoretical or 

commonsense link between the two. 
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women. This negative relationship between education debt and the odds of getting married 

held true in Gicheva’s (2016) study as well, even after accounting for age. In all three of 

these studies (Addo 2014; Bozick and Estacion 2014; Gicheva 2016) the effects of student 

loan debt on marriage delay are stronger for women than for men. Finally, while the number 

of young adults who live with their parents has decreased in recent decades (Rosenfeld 

2010), it’s unclear whether student loan debt may influence this decision (or the decision to 

move back in with their parents after college graduation), or whether this varies by race, 

class, or gender.  

 Others hypothesize that student loan debt burdens may lead some people to put off 

childbearing or to delay purchasing a home. Bozick and Estacion (2014) and Cho, Xu, and 

Kiss (2105) note that, despite headlines in recent news stories that depict substantial delays in 

family formation due to debt, little evidence exists of this trend to date. Gicheva (2011) finds 

weak evidence that correlates greater student debt with high family values among women 

who took the GMAT, but the sample size is small and the data are noisy. A more in-depth 

look at medical students finds that those with higher amounts of debt are more likely to delay 

having children (Rohlfing et al. 2014), but again the data are restricted to a sub-sample of 

students that is not reflective of national trends. The most concrete evidence comes from 

Nau, Dwyer, and Hodson (2015), who find that student loans delay fertility for women, 

especially as childbearing tends to come after mortgaging a home for the average American 

young adult. 

 Leaving the parental home, one of the “big five” markers to adulthood (Hareven 

1994) is generally negatively associated with student loan debt. There has been a general 

trend toward the destandardization of the life course, and scholars have documented a delay 
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in leaving the home (Cherlin, Scabini, and Rossi 1997). Leaving the home is an important 

marker for adulthood; it is a dimension of adulthood (Manzoni 2015) that signifies the 

transition into developing an independent lifestyle, gaining autonomy, and building 

relationships (Bendit 1999). McKee (2011) notes that home ownership is conceptualized as 

both an indication of adulthood and as a concrete asset that indicates financial health. Both 

these factors are clearly concerns for the medical students in Rohlfing et al.’s (2014) study; 

those who were more likely to delay buying a house cited concerns about being able to pay 

back their educational debt. 

In sum, the financialization of higher education and the encroachment of finance into 

everyday life has led to a variety of social issues associated with student debt. The sheer 

volume of student debt, while troubling, is only one dimension of the struggles that young 

adults may face as a result of borrowing for education: greater financial burdens and delayed 

transitions into adulthood may ensue. The increased relative riskiness of a borrower’s student 

loan debt portfolio can also have long-term implications for financial security as well as 

socioeconomic stratification. While there has been a notable increase in scholarly interest in 

the past few years on this topic, much more can be done to fill in our understanding of how 

the rise of student loan debt burdens affect long-run outcomes. 

RESEARCH QUESTIONS AND HYPOTHESES 

 This study explores whether student loans have become riskier over time. As such, I 

move away from conceptualizing student loan burden purely as a question of volume 

(Looney and Yannelis 2015) or in terms of debt-to-asset ratios (Price 2004; Houle 2014a) 

and turn to measuring how student loans may be a burden in other, more nuanced ways. 

Specifically, I am looking at the student loan debt portfolios of college graduates. Borrowing 
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from all sources (federal and private) has risen substantially in the last three decades, but the 

proportion of riskier private loans compared to relatively safer federal loans is less 

understood. I ask whether students have increasingly turned to riskier, non-federal sources in 

order to meet their financial needs in an era of rising tuition and stagnant incomes. Based on 

the evidence that higher education institutions and the everyday lives of individuals have 

undergone intensive financialization, I predict that these processes are also present in 

borrowing for college tuition and expenses. This leads me to my first hypothesis. 

Hypothesis 1: The proportion of individuals’ student loan debt portfolios that comes 

from relatively riskier (i.e. private) sources has grown in the last three decades. 

 If student loan portfolios have grown riskier over time, it is important to consider how 

such risk may be stratified. Borrowing patterns among young adults vary by class, with 

upper-class young adults more insulated from the extreme negative outcomes, like default 

and bankruptcy (Dwyer et al. 2011; Houle 2014a). Research published in recent years ties 

general debt levels to the widening of the income gap (Lin and Tomaskovic-Devey 2013). 

Furthermore, students’ borrowing practices are often empirically associated with parental 

education (Jorgensen and Savla 2010; Shim et al. 2009), with students from more advantaged 

backgrounds experiencing safer borrowing, in terms of overall debt burden and regarding 

repayment terms. However, it would be insightful to examine whether the composition of 

student loan portfolios, and not just the total volume of debt, is associated with young adults’ 

socioeconomic origins.  In keeping with other recent studies that have drawn interest to the 

way in which financial knowledge and risk tolerance are also shaped by race (Yao, Gutter, 

and Hanna 2005; Murphy 2005) and gender (Danes and Haberman 2007), I outline three 
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hypotheses defining the relation between risk and the three main classes of stratification: 

race, gender, and social background.  

Hypothesis 2A: Individuals from lower social classes will have risker student loan 

debt portfolios than their higher-class counterparts. 

Hypothesis 2B: Black individuals will have risker student loan debt portfolios than 

white individuals. 

Hypothesis 2C: The composition of student loan debt portfolios will vary between 

men and women. 

 Next, I examine how the riskiness of student loan debt portfolios may influence key 

milestones of adulthood, such as economic independence (Manzoni 2016). Student loan debt 

is the single-largest source of indebtedness among young adults (Hillman 2014; Houle 

2014a), but the relationship between financial risk and future economic instability remains 

unstudied. Following calls for future research to assess how debt burdens may affect life 

transitions, wealth acquisition, and future financial well-being for young adult college 

graduates (Houle 2014a), I am interested in whether possessing riskier portfolios is 

associated with long-term financial instability. 

 First, I look at two different dimensions of financial well-being: default rates and debt 

burdens. Are risky student loan debt portfolios associated with greater default rates among 

young adults, just as greater debt burdens are associated with higher risk of default (Price 

2004)? In turn, might the riskiness of student loan debt portfolios prompt future financial 

distress in young adults in terms of a greater debt burden? In keeping with the general spirit 

of former findings on debt burdens and diminished financial well-being, my hypotheses are 

as follows. 
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Hypothesis 3A: Riskier student loan debt portfolios are associated with an increased 

risk of defaulting on student loans four years after graduation. 

Hypothesis 3B: Risky student loan debt portfolios are associated with greater student 

loan debt burdens four years after graduation. 

 Second, I am interested in the residential, marital, and childbearing dimensions of 

adulthood. Accordingly, I ask whether young adults are making transitions in these adulthood 

dimensions and if the financial risk associated with individuals’ debt portfolios causes 

delays. Do young adults who are at higher financial risk delay moving out of the parental 

home? Are they more likely to delay getting married? Do they choose to have fewer or no 

children as a result of their risky educational debt? As the literature on financialization and 

the life course suggests, I hypothesize that greater risk is associated with delayed outcomes in 

all these three markers of adulthood. 

Hypothesis 3C: Young adults with riskier student loan debt portfolios will delay 

marriage compared to their counterparts with less risky portfolios. 

Hypothesis 3D: Young adults with riskier student loan debt portfolios will delay 

having children compared to their counterparts with less risky portfolios. 

Hypothesis 3E: Young adults with riskier student loan debt portfolios will delay 

leaving the parental home compared to their counterparts with less risky portfolios. 

DATA AND METHODS 

To test my hypotheses, I utilize data from the Baccalaureate and Beyond Longitudinal 

Study (B&B), which is collected by the U.S. Department of Education’s National Center for 

Education Statistics (NCES 2016). I utilize data from two different cohorts: the 1993 



 

20 

 

graduating cohort of bachelor’s degree recipients and the 2008 graduating cohort.3 The major 

strength of the B&B is that equivalent questions about financial aid, student background, 

family structure, and post-baccalaureate aspirations and achievements are recorded in detail 

across different graduating cohorts, which allows for longitudinal analysis of the effect of 

debt portfolios four years after graduation and beyond. 

The main purpose of the B&B is to follow students’ education and work experiences 

after college, including factors like workforce participation, income and debts, and entry into 

further education programs. A major strength of the B&B is that the data are matched from 

multiple sources, including undergraduate transcripts, school-level data, follow-up 

interviews, and raw federal loan data from the National Student Loan Data System (NSLDS). 

This allows me to look at longitudinal data for two separate cohorts in order to assess 

differences in student loans over time, as well as how young adults are managing their 

greater debt burdens up to four years after graduation. 

The data were collected using a stratified multistage sample design. For the 

1993/2003 cohort, the institutional sampling frame was constructed through existing records 

in the Integrated Postsecondary Education Data System (IPEDS) for a total of 176 post-

secondary universities (Wine et al. 2005).  Eligible students must have been awarded a 

baccalaureate degree between July 1, 1992 and June 30, 1993. A list of all eligible students 

were provided by the schools, and stratified systematic sampling was used to identify all the 

respondents for the graduating cohort. The 2008/2012 cohort followed the same criteria for 

selecting institutions, with the exception of including schools that only offered 

                                                      
3 The B&B 1993 cohort had follow-ups in 1994, 1997, and 2003; at the time of writing, the 2008 cohort had 

follow-ups in 2009 and 2012. For this analysis, I use data from the four-year follow-up from 1997 and 2012 for 

the 1993 and the 2008 graduating cohort respectively. 
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correspondence courses if they distributed Title IV aid. Eligible students were selected in the 

second stage using equal probability stratified systematic sampling (Wine et al. 2013). 

In order to account for the parameter estimate biases resulting from the nonrandom 

nature of the sample, I apply the recommended panel population weights designed by the 

B&B authors (Wine et al. 2005; Cominole, Shepherd, and Siegel 2015). I account for missing 

data by using the listwise deletion method, leaving a final working sample of N=19,128.4 

Tables 1 and 2 in the appendix provide the summary statistics for all the variables in this 

study. 

Riskiness of Student Loan Debt Portfolios 

I gauge the relative risk level of a student’s loan portfolio through a proportional 

measure of risky loans to their overall debt burden. I define “risky” loans as those which are 

not guaranteed by the federal government: private loans, institutional loans, and state loans. 

Such measure is defined as the percentage of each respondent’s total debt amount that comes 

from private sources; after subtracting such proportion from one I obtain a measure that 

ranges between 0-1, with “0” indicating either no student loans of any kind or no loans from 

private sources in their debt portfolio.5 In contrast, those with loans from only private sources 

                                                      
4 I am using listwise deletion instead of multiple imputation or full information maximum likelihood methods as 

a compromise between using the right functional form for a proportion that includes “0” and “1” as legitimate 

options, as well as applying the appropriate panel weights. MI and FIML methods cannot handle the 

proportional nature of the dependent variable appropriately. By building my models in a stepwise manner, I am 

able to account for the missing observations each time. 
5 State loans, institutional loans, and private loans were all included in the same survey question in 2008, as the 

amount of state loans and institutional loans to individual borrowers is negligible. So, while I cannot parse out 

each source’s contribution for a richer decomposition of the student loan debt portfolio, it can safely be assumed 

that most of the nonfederal loans came from private sources, primarily banks. Furthermore, as private loan 

amounts were only obtained in one year for the 1993 cohort, I make the same assumptions about the 

relationship between private and federal loans. The resultant proportional variable is consistent across 

graduating cohorts. 
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fall under “1.” This provides a general measure of nonfederal loans and gives insight about 

the general trends in the risk composition of student loan portfolios. 

Financial Well-Being and Markers of Adulthood 

I examine several life-course outcomes that traditionally occur during and shortly 

after the college years. I include two measures of financial well-being: debt burden and 

default. In addition, I am interested in whether people with riskier loans experience delays in 

transitioning into adulthood; therefore, I include variables that measure three major markers 

of adulthood: marital status, childbearing, and moving out of the parental home. 

 I define student loan debt burden as the percentage of an individual’s monthly salary 

that goes toward student loan payments. The maximum recommended threshold for 

education debt to monthly income is 8% (U.S. Department of Education 2000). After that 

threshold, students are more likely to default. Here, I operationalize burden as a continuous 

variable with a lower bound of 0; 1 indicates that a respondent’s entire monthly salary goes 

towards student loan payments, while a burden over 1 means that over 100% of a 

respondent’s salary is paid towards student loans, which signals that students do not make 

enough to pay off what they owe each month and may be paying off their loans through some 

other financial means. As debt burden is not normally distributed, I logged debt burden to fit 

the correct functional form.6 Another dimension of financial well-being is whether or not 

individuals default on their educational debts. Default is operationalized as a dummy variable 

in this analysis, with ‘no default’ as reference category. A “1” indicates that a respondent did 

                                                      
6 Price (2004) also uses debt burden as a dependent variable in his analysis of excessive financial burden among 

B&B borrowers, but recodes the debt-to-income ratio into three categories. I improve on the statistical 

efficiency of the model by retaining the ratio level of measurement. The variable is right-skewed; most 

individuals fall at 0, but 7% of the respondents had a burden of 100% or greater. The log transformation reduces 

this skew.  
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default on their educational loans at any point after graduation, whether or not they were able 

to pay off their loan afterward. 

Marital status is measured as a dichotomous variable capturing being married, with 

unmarried as reference category. “Unmarried” includes those who have never been married, 

those who have separated or divorced, and those who are widowed. “Married” also includes 

those who are cohabiting.  

The measure of childbearing is represented by a count variable represented by the 

number of dependents a respondent has. I treat this as a proxy for number of children. The 

responses fall between 0 and 8. 

Residential status is the third measure of adulthood. This is also a dichotomous 

variable, with respondents who did not achieve residential independence as the reference 

category. This means that they do not own a home, pay for a mortgage on a home, or rent a 

residence. 

Control Variables 

 Based on previous literature, I account for other factors that affect individuals’ debt 

burdens (Long and Riley 2007). Financial risk is not distributed evenly amongst the 

population, and borrowing to pay for higher education occurs unevenly across characteristics. 

Therefore, I control for demographic variables as well as family characteristics and 

institutional factors. My goal is to control for variables that are typically empirically linked to 

educational debt in order to triangulate the causes of riskiness in student loan debt portfolios. 

 I dichotomize race by counting blacks as “1” and all those from other races as a “0”.7 

I also dichotomize sex by male (“0”) and female (“1”). Age is a continuous variable 

                                                      
7 The differences between whites and non-black persons of color are statistically insignificant and are therefore 

combined into one “non-black” category. 
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measuring age in years. The upper threshold for “young adults” is those who are 34 years of 

age, in keeping with my focus on young adults (see Dwyer et al. 2011). Finally, I control for 

each individual’s social class background with a variable measuring the highest level of 

education obtained by either parent.8 I recode parent education levels as a dichotomous 

variable distinguishing between  less than BA and BA or greater (reference category). 

 As school choice is a key determinant of one’s cumulative debt level, I control for the 

sector and selectivity of each graduate’s institution; furthermore, as field of study has been 

shown to influence the financial well-being of bachelor’s degree holders, I include the major 

of the respondent (Carnevale, Cheah, and Hanson 2015). Sector is operationalized as a 

categorical variable distinguishing among public (reference category), private non-profit, and 

private for-profit. Selectivity is constructed using four categories: very selective (reference 

category), moderately selective, minimally selective, and open admission. Major is captured 

by a categorical variable distinguishing between STEM (base category), arts and humanities, 

business, education, social sciences, and vocational.  

ANALYTIC STRATEGY 

The analysis proceeds in two major stages.  First, I investigate whether student loan 

debt portfolios have become riskier over time by estimating a series of zero-one inflated beta 

models predicting the riskiness of the student loan debt portfolio. This is a maximum 

likelihood procedure that appropriately handles cases in which the dependent variable is a 

                                                      
8 While parents’ education is only one part of the concept of social class, severe limitations in the data 

prohibited the use of more refined measures like income and parental occupational status. Income was asked 

and recorded separately for either the parents or the respondent based on whether the respondent was claimed as 

a dependent by the parents for tax purposes.  This coding scheme renders the variable unreliable for measuring 

social class, as a student who comes from an upper middle-class background but who is technically 

“independent” and earns little income may be erroneously coded as lower-class, and vice versa.  
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proportion ranging between 0 and 1.9 To address the question of whether riskiness is 

disproportionally distributed by sex, race, social class, or other characteristics, I run five 

models, each of which includes a different set of covariates. In Model 1, I investigate the 

bivariate relationship between student loan debt portfolio riskiness and cohort. Then in 

stepwise manner, I add sets of control variables. Model 2 adds demographic characteristics to 

address hypotheses 2A-2C concerning social class, race, and sex. Next I focus on family 

structure as a potential influence on the variation in student loan debt portfolio riskiness by 

cohort (Model 3). In Model 4 I examine whether institutional characteristics and the 

respondents’ choice of major have an effect on the hypothesized relationship between the 

dependent variable and the cohorts. Finally, in Model 5, I combine all the control variables 

into a full model of student loan debt portfolio characteristics that accounts for a variety of 

factors. 

 Second, I investigate the effects of portfolio riskiness on financial well-being and 

transitions into adulthood four years after graduation. For each outcome, I first estimate a 

base model that controls for cohort and student loan portfolio riskiness; next, I fit a model 

including all the control variables listed above.10 I start by estimating a log-linear ordinary 

least square model predicting debt burden and a logistic regression model predicting whether 

or not a person ever defaulted on their loans. Next, I estimate models predicting life course 

transitions. Specifically, I estimate a) a logistic regression model predicting the likelihood 

                                                      
9 The zero-one inflated beta model also estimates as a separate process the probability that an observation will 

be a “0” and “1”. Theoretically, this is useful as those whose student loan portfolios are either composed of 0% 

or 100% private loans respectively may be qualitatively different than those who report borrowing from a blend 

of sources. However, as I am not directly concerned with the differences between those who may have chosen 

to hold 0% or 100% of their education debt from private sources, I do not include those findings in the results 

tables. 
10 I also performed step-wise modelling for each outcome by separating demographic, family, and institutional 

controls and adding them to the model one at a time. However, the results do not vary significantly when this 

approach is taken, so for ease of interpretation only the base and full models are presented. 
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that a respondent is married; b) a logistic regression model predicting the likelihood that 

respondents own or rent their residence; and c) a Poisson regression predicting the number of 

dependents. 

RESULTS 

Trends in the Riskiness of Student Loan Debt Portfolios 

 As seen in tables 1 and 2, the average (mean) risk proportion for the 1993 graduating 

cohort is .101, while the average in 2008 is .159. In other words, approximately 10.1% of the 

1993 graduates’ portfolios were composed of debt that originated from private sources. That 

percentage had increased by 2008, when approximately 15.9% of the average graduates’ 

portfolio was made of private loans. Table 3 presents the results of a series of zero-one 

inflated beta models that test whether this difference in portfolio riskiness is significant 

across cohorts.  

 The college graduates of 2008 face higher riskiness in their student loan debt 

portfolios than their 1993 counterparts. In other words, the total proportion of private student 

loans to federal loans borrowed by college graduates increased over time from the early 

1990s to the late 2000s. As evidenced by the bivariate model (Model 1) in Table 3, members 

of the 2008 graduating cohort had loan portfolios that were on average 15.03%11 riskier than 

the average loan portfolio in 1993. This relationship remains even after accounting for each 

set of controls – demographic, family, and institutional characteristics – as seen in Models 2-

5 in Table 3. In the full model (5), the student loan portfolios of the 2008 cohort were 

[(exp(0.183)-1)*100=] 20.08% riskier. Therefore, the data support hypothesis 1; student loan 

                                                      
11 Table 3 shows beta coefficients. Results can be interpreted in terms of percentage change by exponentiating 

the coefficients, subtracting 1 and multiplying by 100, so that, for example, [exp(0.140)-1]*100=15.03%. 
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debt portfolios have become risker over the last three decades.12 Students are less likely to 

borrow from any one type of source and more likely to diversify their portfolio by borrowing 

from both federal and private sources. 

 To look at the stratification of risk, Models 2-4 in Table 3 display the results when 

sociodemographic variables, family structure, and institutional factors are accounted for. In 

Model 2, the differences in student loan debt portfolio composition across cohorts is 

controlled for by race, sex, social class as measured by parental education level, and age at 

bachelor’s degree. The parents’ highest level of education and the sex of the college graduate 

does not impact the proportion of student loans that come from private sources. Black 

graduates are more likely to borrow from federal sources, however; their portfolios were 

[(exp(-0.283)-1)*100=] 24.65% safer than the portfolios of their white counterparts. Age at 

graduation also matters; each additional year of age is associated with a portfolio that is 

[(exp(-0.0531)-1)*100=] 5.17% safer. Put differently, a 21-year-old will graduate with 

student loans that are 5.17% riskier than a 22-year-old, net of other demographic variables. 

 Model 3 considers that college graduates from different types of families may have 

different borrowing patterns. Graduates who are married at graduation have relatively less 

risky debt portfolios than their single peers. Specifically, married respondents have portfolios 

that are on average [(exp(-0.127)-1)*100]11.93% less risky than single respondents. The 

number of children a respondent has is also a significant factor contributing to the types of 

sources that a student borrows from. As the number of children increases, the graduate has a 

debt portfolio that is [(exp(-0.200)-1)*100=] 18.13% safer on average. 

                                                      
12 It is important to note that while the models are significant, the BIC (Bayesian Information Criterion), which 

assesses the overall fit of the model, are very large. However, the smallest BIC is found with Model 5, 

suggesting that the full model is the best fit in this case. 
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 I also expand my conceptual model to account for different institutional 

characteristics. As shown in Model 4, major is not correlated with the riskiness of their 

student loan debt portfolio. In other words, major is not a factor when students determine 

what sources to borrow from to pay for their education. In contrast, there are mixed results 

when it comes to institutional characteristics. There is a difference in borrowing among 

students from institutions with varying levels of selectivity. Graduates from very selective 

institutions are more likely to borrow from riskier sources than the federal government 

compared to their peers from less selective universities. Graduates from moderately selective, 

minimally selective, and open admission schools have student loan debt portfolios that are 

[(exp(-0.143)-1)*100=] 13.32%, [(exp(-0.244)-1)*100=] 21.65%, and [(exp(-0.235)-

1)*100=] 20.94%  less risky, respectively, in comparison to those who graduate from very 

selective schools. Finally, students who attended private non-profit institutions have, on 

average, student loan debt portfolios that are [(exp(0.324)-1)*100=] 38.26% riskier than 

students who graduate from public universities. Graduates from for-profit universities do not 

have portfolios that are composed significantly differently than graduates from public 

universities. 

 Looking at the full model, the evidence contradicts hypothesis 2A. People from lower 

social classes do not have riskier student loan debt portfolios than people from higher social 

classes. Hypothesis 2B was also refuted; black respondents have portfolios that are [(exp(-

0.270)-1)*100=] 23.65% safer than non-blacks, controlling for family structure and 

variations by institution. Finally, there is no difference in risky borrowing by sex, which 

refutes hypothesis 2C. Therefore, while student loans have become riskier over time, the 
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trend cannot be explained away by demographic factors, nor is it due to family structure or 

institutional factors.  

The Impact of Financial Risk on Financial Well-Being and Adulthood 

 Table 4 reports the results for the impact of portfolio riskiness on post-college 

financial well-being. Looking at whether a graduate has ever defaulted on their student loans 

in Table 4, the riskiness of a graduate’s debt portfolio is associated with an increased chance 

of default. Specifically, in the full model, each percentage-point increase in the riskiness of a 

graduate’s student loan portfolio is associated with a [((exp(0.826)-1)*100=] 128% increase 

in the likelihood of defaulting. This finding supports hypothesis 3A: riskier borrowing for 

college is associated with an increased risk of defaulting. However, as only 410 of the total 

sample of 19,130 had defaulted on their loans, this finding must be interpreted with caution. 

 Turning to the full model for “Debt Burden,” I find evidence that supports hypothesis 

3B regarding increased debt burdens: even after accounting for demographic, family, and 

institutional controls, graduates experience an 9.8% increase in the amount they pay toward 

student loans each month relative to their income for every 1% increase in portfolio riskiness. 

Furthermore, while default rates did not vary between cohorts, the year of graduation was 

significantly associated with the debt burden of respondents. Those who graduated in 2008 

have on average a debt burden that is about 10.14% greater than their 1993 counterparts. 

These findings hold true after introducing salary as a control variable in these models of 

financial well-being, as those with a larger salary may be relatively more sheltered from 

unduly large debt burdens and the risks of defaulting on loans. 

 The results regarding markers of adulthood are found in Table 5. Examining the base 

models which control for cohort as well as student loan debt portfolio composition, the 
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riskiness of student loan debt portfolios does not have a significant relationship with 

graduates’ marital status or residential status four years after graduation. This holds true 

under the full model. Findings regarding childbearing are mixed; while the base model 

predicts a modest negative relationship between riskiness of portfolio and having more 

children, the finding disappears when controls are added. These findings contradict 

hypotheses 3C, 3D, and 3E. Race, sex, and parents’ education do make a difference in these 

transitions, however. Blacks are [(exp(-0.620)-1)*100=] 46.2% less likely to be married, 

[(exp(0.556)-1)*100=]74.4% more likely to have children,13 and [(exp(0.328)-1)*100=] 

38.8% more likely to be living outside the parental home four years after graduation 

compared to non-Black respondents, as demonstrated in the full models. Women are 

[(exp(0.267)-1)*100=] 30.6% and [(exp(0.188)-1)*100=] 20.7% more likely to be married 

and to have children than men, and graduates from higher social class backgrounds are 

[(exp(0.0982)-1)*100=]10.32% and [(exp(0.118)-1)*100=] 12.52 more likely to be married 

and have children, respectively, than graduates from low social class backgrounds. Finally, it 

is important to note that while student loan debt portfolio riskiness is not associated with 

these three markers of adulthood, there is a significant difference by cohort. Those who 

graduated in 2008 are less likely to be married, but more likely to have children four years 

after graduation (by [(exp(-0.258)-1)*100=] 22.74%  and [(exp(0.300)-1)*100=] 34.99%, 

respectively). They are also [(exp(0.334)-1)*100=] 39.65% more likely to have moved out of 

the parental home. 

CONCLUSION AND DISCUSSION 

                                                      
13 As number of dependents is a count variable, the coefficients from the Poisson model are interpreted in terms 

of the incidence rate ratio (IRR), rather than the OR. 
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 The purpose of this study was to examine whether college graduates’ investment in 

higher education have become more financialized over time. I addressed this question by 

creating a measure of financialization capturing the riskiness of graduates’ student loan debt 

portfolios and focusing on differences between two graduating cohorts from 1993 and 2008. 

The data provide strong support to the hypothesis that as higher education has become more 

financialized over time (Eaton et al. 2016), young student investors are also increasingly 

turning to riskier private markets to pay for college. Next, I compared how these cohorts fare 

in two dimensions of financial well-being and three markers of adulthood four years after 

graduating from college. In doing, so I also controlled for a series of demographic, family, 

and institutional controls that are often correlated with adulthood. I found that while 

borrowing from riskier sources is not associated with delayed transitions into adulthood, it is 

associated with diminished financial well-being in the long-term, and not just during the 

college years. These findings paint a picture of how young adults’ lives are becoming riskier 

and more uncertain as financialization permeate their higher education experience and the 

formative years of early adulthood. 

 I show that the debt portfolios of young adults who graduate from college have 

become riskier, or more financialized, between 1993 and 2008. This is consistent with 

hypothesis 1, which predicted that student loan debt portfolios have become riskier over time 

as students increasingly turn to private sources to fund their higher education. Furthermore, 

this relationship holds true even after accounting for a variety of variables, including the race, 

sex, and social class of the respondents, their family background, and characteristics of the 

institution from which they obtained their degree. 
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 However, there is more to the story of financialization. While in hypotheses 2A-2C I 

predicted class, race, or gender stratification in the amount of private loans that graduates had 

to borrow, there was no difference by sex. There was a difference by race of respondent; 

contrary to my initial hypothesis, Black borrowers actually had relatively more safe 

portfolios than non-blacks. Given that Black borrowers on average tend to have higher debt 

burdens than whites (Addo, Houle, and Simon 2016), this was a surprising finding. As the 

literature on risk aversion produces mixed results regarding whether Blacks are more risk 

averse (see Bucciol and Miniaci 2011 and Huang 2007), this finding warrants future 

examination from sociologists. Likewise, despite the fact that there is much research to 

support the hypothesis that people from low SES backgrounds disproportionally shoulder 

larger debt burdens (Houle 2014a), the data did not support this pattern. 

 The lack of relationship between debt and stratification in this study is a significant 

divergence from previous findings in the sociological literature. This divergence may be at 

least partially explained by the fact that student loans are still predominantly borrowed from 

the federal government – in 2008, the average student loan debt portfolio was composed of 

over 84% federal loans. Therefore, while debt burdens are getting larger, the risk associated 

with private loans is not stratified across young adults from different backgrounds. It is also 

important to consider that the sample itself is representative of the relatively privileged 

portion of the population. As of 2015, only about 32.5% of the U.S. adult population 

possesses a bachelor’s degree (U.S. Bureau of the Census 2016). These findings regarding 

student loans, which is a unique financial product, may be muted in comparison with other 

common sources of debt, such as mortgages and credit cards. 
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 Findings for the third set of hypotheses were mixed. Previous literature demonstrates 

how finance may mediate transitions into adulthood by delaying marriage, childbearing, and 

moving out of the parental home; despite this, the data did not support the hypothesis that 

young adults who possess riskier loan portfolios delay these transitions at greater rates. 

Greater risk engendered in the financial position of young adults leaving college, however, 

did diminish their overall financial well-being several years after moving on from higher 

education. People with riskier loans were more likely to experience a bankruptcy or to divert 

a larger portion of their monthly income to paying down their student loan balances. Because 

only one follow-up survey has been conducted for the 2008 cohort thus far, I was unable to 

look at whether these financial outcomes may in turn delay adulthood milestones later on in 

the life course. The impact of student loans on an individual’s well-being and life course 

achievements several years after leaving higher education is an area ripe for future research.

 This study contributes to the literature on the financialization of society by extending 

the conceptualization of financialization to individuals and providing a novel measurement of 

how risky market structures are increasingly encroaching upon individual lives. It 

demonstrates that student loans are becoming more privatized and therefore riskier. This is 

consistent with the sociological literature on how students are expected to become ‘investors’ 

in their own education, despite the fact that many college students are just entering adulthood 

and making decisions that will affect their long-term finances, educational attainment, and 

careers. Although this study did not find evidence of stratification and differences between 

genders, and little evidence of racial inequality, these topics are timely and warrant more 

empirical research. Overall, the findings in this study support the argument that borrowing 

for higher education has been permeated by financial markets, and that student loans need to 
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be considered in the literature on financialization. As risk is central to how inequality is 

reproduced in contemporary society (Woodman and Wyn 2014), this study serves as an entry 

point into examining the intersection of financialization, stratification, and the life course. 

 There are several limitations to this study. First, I only measure the debt portfolios of 

college graduates, as the financial product in question is student loans. This study does not 

answer the question of whether young adults are better off going to college at all if they have 

to borrow to do so, nor is it a cost-and-benefit analysis of the risks and rewards associated 

with a bachelor’s degree. Second, while this study addresses how borrowing for higher 

education has evolved over time, future research on the subject of portfolio riskiness could 

investigate why people borrow from certain types of sources. There are conjectures laid out 

in this study relating to financialization, the rising cost of tuition, and the stratification of 

higher education borrowing, but a qualitative approach is more suitable to answering what 

drives people to make certain financial decisions. Another promising avenue of research is to 

look at these financial and adulthood indicators more than four years after graduation. 

Finally, and perhaps most seriously, in this study I am unable to account for the effects of the 

2007-2008 financial crisis, which may have seriously impacted the financial well-being of 

the 2008 graduating cohort in ways that I am unable to account for. Further research could 

explore how the financial crisis and the subsequent Obama administration have changed the 

lending field for federal and private sources alike, and how those changes may impact the life 

course and financial well-being of American bachelor degree-holders. 
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Table 1: Descriptive Characteristics, 1993 Cohort (N=7,090) 

Variable N Mean Std. Dev. Min Max 

Riskiness of Portfolio 7,090 0.101 0.264 0 1 

Financial Well-Being      

Debt Burden 6,670 4.793 48.290 0 3086 

Default 7,070 0.020 0.138 0 1 

   No 97.93%     

   Yes 2.07%     

Markers of Adulthood      

Marital Status 7,090 0.463 0.499 0 1 

   Married 58.08%     

   Not Married 41.92%     

Number of Dependents 7,090 0.278 0.672 0 8 

Residential Status 6,910 0.104 0.306 0 1 

   Lives with Parents 10.45%     

   Owns or Rents 89.55%     

Controls      

Race 7,090 0.060 0.238 0 1 

   Black 6.02%     

   Not Black 93.98%     

Sex 7,090 0.543 0.498 0 1 

   Male 45.70%     

   Female 54.30%     

Age (at Graduation) 7,090 23.091 2.521 13 34 

Parent Education 7,090 0.460 0.498 0 1 

   Less than BA 54.03%     

   BA+ 45.97%     

Marital Status (at Graduation) 7,090 0.167 0.373 0 1 

   Not Married 83.27%     
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   Married 16.73%     

Number of Dependents (at Graduation) 7,090 0.108 0.459 0 7 

Sector 7,090 1.343 0.478 0 2 

   Public 65.79%     

   Non-Profit 34.09%     

   For-Profit 0.13%     

Selectivity 7,090 1.780 0.716 0 3 

   Very Selective 36.30%     

   Moderately Selective 52.16%     

   Minimally Selective 8.80%     

   Open Admission 27.50%     

Major 7,090 3.376 1.607 0 5 

   Arts and Humanities 19.85%     

   Business 13.08%     

   Education 14.77%     

   Social Sciences 20.85%     

   Vocational 6.63%     

   STEM 24.82%     
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Table 2: Descriptive Characteristics, 2008 Cohort (N=12,030) 

Variable N Mean Std. Dev. Min Max 

Riskiness of Portfolio 12,030 0.159 0.269 0 1 

Financial Well-Being      

Debt Burden 12,030 15.002 30.124 0 200 

Default 12,030 0.021 0.145 0 1 

   No 97.86%     
   Yes 2.14%     

Markers of Adulthood      

Marital Status 12,030 0.393 0.488 0 1 

   Married 39.32%     

   Not Married 60.68%     

Number of Dependents 12,030 0.370 0.804 0 7 

Residential Status 12,030 0.134 0.340 0 1 

   Lives with Parents 13.37%     

   Owns or Rents 86.63%  
   

Controls      

Race 12,030 0.077 0.266 0 1 

   Black 7.65%     

   Not Black 92.35%     

Sex 12,030 0.583 0.493 0 1 

   Male 41.68%     

   Female 58.32%     

Age (at Graduation) 12,030 23.272 2.649 18 34 

Parent Education 12,030 0.451 0.498 0 1 

   Less than BA 54.92%     

   BA+ 45.08%     

Marital Status (at Graduation) 12,030 0.117 0.321 0 1 

   Not Married 88.32%     
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   Married 11.68%  
  

 

Number of Dependents (at Graduation) 12,030 0.124 0.498 0 7 

Sector 12,030 1.444 0.567 0 2 

   Public 59.27%     

   Non-Profit 37.01%     

   For-Profit 3.71%     

Selectivity 12,030 1.951 0.823 0 3 

   Very Selective 29.08%     

   Moderately Selective 54.14%     

   Minimally Selective 9.39%     

   Open Admission 7.40%     

Major 12,030 3.682 1.616 0 5 

   Arts and Humanities 16.94%     

   Business 11.86%     

   Education 8.51%     

   Social Sciences 17.09%     

   Vocational 5.70%     

   STEM 39.90%     

 

  



 

46 

 

Table 3: Zero-One Inflated Beta Models Predicting Student Loan Portfolio Riskiness by Graduating Cohort 

  Model 1 Model 2 Model 3 Model 4 Model 5 

Graduating Cohort      

2008 0.140** 0.165*** 0.143** 0.177*** 0.183*** 
 (0.048) (0.050) (0.049) (0.050) (0.051) 

Demographic Controls      

Black  -0.283***   -0.270*** 
  (0.083)   (0.082) 

Female  0.015    0.031  
  (0.043)   (0.043) 

Age (at Graduation)  -0.0531***   -0.0349*** 
  (0.006)   (0.007) 

Parent Education  -0.055   -0.031 
  (0.042)   (0.041) 

Family Controls      

Married (at Graduation)   -0.127  -0.053 
   (0.067)  (0.072) 

Number of Dependents (at Graduation) -0.200***  -0.130*** 
   (0.035)  -0.039 

Institutional Controls      

Sector (Public= Reference Category)      

   Private Non-Profit    0.324*** 0.298*** 
    (0.043) (0.043) 

   Private For-Profit    0.128  0.242  
    (0.13) (0.13) 

Selectivity (Very Selective=  

Reference Category) 
     

   Moderately Selective    -0.143** -0.117*   
    (0.050) (0.050) 
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   Minimally Selective    -0.244** -0.160*   
    (0.080) (0.080) 

   Open Admission    -0.235* -0.142 
    (0.107) (0.109) 

Major (STEM =Reference Category)      

   Arts and Humanities    -0.009 -0.064 
    (0.062) (0.062) 

   Business    -0.045 -0.043 
    (0.066) (0.066) 

   Education    -0.066 -0.090 
    (0.058) (0.058) 

   Social Sciences    -0.066 -0.090 
    (0.058) (0.058) 

   Vocational    0.074  0.064  
    (0.088) (0.086) 

Constant -0.714*** 0.548*** -0.680*** -0.744*** 0.100  
 (0.043) (0.159) (0.044) (0.065) (0.186) 

BIC 2,932,228 2,915,451 2,923,927 2,912,905 2,898,730 

N 19130  19130  19130  19130  19130  

Standard Errors in Parentheses     

* p<.05, ** p<.01, ***p<.001     

 

  



 

48 

 

Table 4: Regression Models Estimating Default and Debt Burden Four Years after Graduation 

  Default Debt Burden 

  Base Full Base Full 

Graduating Cohort     

2008 0.137 -0.055 10.54*** 10.14*** 
 (0.160) (0.169) (0.525) (0.532) 

Student Loans     

Riskiness of Portfolio 0.683** 0.826*** 10.39*** 9.800*** 
 (0.222) (0.236) (1.135) (1.152) 

Demographic Controls     

Salary -0.000* 0.000 -0.000*** -0.000*** 
 (0.000) (0.000) (0.000) (0.000) 

Black  1.344***  3.441*   
  (0.200)  (1.351) 

Female  -0.122  -0.522 
  (0.170)  (0.599) 

Age (at Graduation)  0.173***  0.002 
  (0.022)  (0.134) 

Parent Education  0.206  1.829**  
  (0.163)  (0.566) 

Family Controls     

Married (at Graduation)  -0.823***  0.196 
  (0.240)  (0.915) 

Number of Dependents (at Graduation) 0.054  0.100 
  (0.118)  (0.830) 

Institutional Controls     

Sector (Public = Reference Category)     

   Private Non-Profit  0.137  1.829**  
  (0.174)  (0.576) 
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   Private For-Profit  0.566  12.50*** 
  (0.436)  (3.610) 

Selectivity (Very Selective = 

Reference Category) 
    

   Moderately Selective  0.236  -0.285 
  (0.192)  (0.633) 

   Minimally Selective  0.304  1.839 
  (0.288)  (1.188) 

   Open Admission  0.521  -0.063 
  (0.342)  (1.311) 

Major (STEM = Reference Category)     

   Arts and Humanities  0.478*  -0.043 
  (0.244)  (0.874) 

   Business  0.003  -1.356 
  (0.264)  (0.794) 

   Education  0.529  0.064 
  (0.291)  (0.963) 

   Social Sciences  0.568*  2.068*   
  (0.238)  (0.892) 

   Vocational  0.772**  0.657 
  (0.291)  (1.283) 

Constant -3.739*** -8.636*** 8.818*** 7.131*   
 (0.153) (0.595) (0.640) (3.420) 

Pseudo R-squared 0.01 0.09     

R-squared   0.07 0.08 

Adjusted R-squared   0.07 0.08 

N 17730 17730 17560 17560 

Standard Errors in Parentheses    

* p<.05, ** p<.01, ***p<.001    
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Table 5: Regression Models Estimating Marital Status, Number of Dependents and Residential Status Four Years after Graduation 

  Marital Status Number of Dependents Residential Status 

  Base Full Base Full Base Full 

Graduating Cohort       

2008  -0.343*** -0.258*** 0.178*** 0.300*** 0.373*** 0.334*** 
 (0.042) (0.047) (0.046) (0.039) (0.065) (0.067) 

Student Loans       

Riskiness of Portfolio -0.092 -0.022 -0.223* -0.055 -0.088 -0.120 
 (0.081) (0.089) (0.107) (0.081) (0.116) (0.117) 

Demographic Controls       

Black  -0.620***  0.556***  0.328**  
  (0.106)  (0.073)  (0.117) 

Female  0.267***  0.188***  -0.083 
  (0.050)  (0.043)  (0.070) 

Age (at Graduation)  0.012   0.0551***  -0.0680*** 
  (0.012)  (0.007)  (0.019) 

Parent Education  0.0982*  0.118**  0.032  
  (0.050)  (0.042)  (0.069) 

Family Controls       

Married (at Graduation)  2.705***  1.458***  -0.849*** 
  (0.107)  (0.055)  (0.147) 

Number of Dependents (at Graduation) -0.050  0.366***  -0.046 
  (0.076)  (0.028)  (0.117) 

Institutional Controls       

Sector (Public = Reference Category)       

   Private Non-Profit  -0.175***  -0.053  -0.022 
  (0.051)  (0.044)  (0.070) 

   Private For-Profit  -0.493*  -0.116  0.124 
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  (0.241)  (0.133)  (0.308) 

Selectivity (Very Selective = 

Reference Category) 
      

   Moderately Selective  0.384***  0.379***  0.108  
  (0.055)  (0.058)  (0.075) 

   Minimally Selective  0.391***  0.432***  0.081  
  (0.092)  (0.076)  (0.127) 

   Open Admission  0.337*  0.367***  0.302  
  (0.136)  (0.089)  (0.186) 

Major (STEM = Reference Category)       

   Arts and Humanities  -0.316***  -0.330***  0.491*** 
  (0.071)  (0.073)  (0.100) 

   Business  -0.059  -0.102  0.224*   
  (0.075)  (0.061)  (0.112) 

   Education  0.199*  0.009   0.237  
  (0.081)  (0.060)  (0.121) 

   Social Sciences  -0.369***  -0.064  0.416*** 
  (0.071)  (0.057)  (0.098) 

   Vocational  -0.147  0.037  0.299*   
  (0.106)  (0.091)  (0.148) 

Constant -0.145*** -1.001*** -0.0860* -3.640*** -2.147*** -0.817 
 (0.031) (0.279) (0.042) (0.171) (0.050) (0.441) 

Pseudo R-Squared 0.01 0.14     0.00 0.03 

BIC   3,550,090 2,621,674   

N 19130 19130 19130 19130 18950 18950 

Standard Errors in Parentheses       

* p<.05, ** p<.01, ***p<.001      
 

 
 


