


EDUCATION	FOR	FREE	PEOPLE

Plainly	 alarmed	 by	 the	 growth	 and	 deepening	 of	 civic	 activism	 over	 the
course	of	the	previous	decade,	the	authors	of	the	1975	Trilateral	Commission
report,	The	Crisis	of	Democracy,	 recommended	 that	“the	effective	operation
of	a	democratic	political	system	usually	requires	some	measure	of	apathy	and
noninvolvement	 on	 the	 part	 of	 some	 individuals	 and	 groups.”	 Given	 the
prominent	role	that	student	protest	had	lately	played	in	plaguing	the	political
establishment,	it	was	no	surprise	that	the	college-educated	population,	which
had	 surged	 in	 the	wake	 of	 the	GI	Bill	 and	 the	 1965	Higher	Education	Act,
merited	special	attention.	Weighing	the	reasons	why	these	college	 types	had
become	 less	 apathetic	 than	 was	 good	 for	 democracy,	 the	 authors	 lamented
“the	overproduction	of	people	with	university	education	in	relation	to	the	jobs
available	for	them,”	and,	in	the	conclusion	to	the	report,	posed	two	options:

“Should	a	college	education	be	provided	generally	because	of	its	contribution	to	the	overall
cultural	level	of	the	populace	and	its	possible	relation	to	the	constructive	discharge	of	the
responsibilities	of	citizenship?	If	this	question	is	answered	in	the	affirmative,	a	program	is
then	necessary	 to	 lower	 the	 job	expectations	of	 those	who	receive	a	college	education.	 If
the	 question	 is	 answered	 in	 the	 negative,	 then	 higher	 educational	 institutions	 should	 be
induced	 to	 redesign	 their	 programs	 so	 as	 to	 be	 geared	 to	 the	 patterns	 of	 economic
development	and	future	job	opportunities.1”

Readers	may	differ	on	which	path	has	been	followed	more	decisively	 in	 the
decades	 since,	 but	 it	 is	 impossible,	 today,	 to	 consider	 these	 options	without
looking	 into	 the	 deepening	 abyss	 of	 the	 student	 debt	 crisis.	Any	 discussion
about	the	virtues	or	purposes	of	higher	education	is	now	weighed	down	with
the	grim	cargo	of	accumulated	debt,	its	debilitating	toll	on	young	people,	and
the	apparent	immunity	of	those	who	feed	off	their	predicament.	A	system	that
has	 run	 up	 close	 to	 $1.2	 trillion	 in	 cumulative	 debt,	 and	 that	 spits	 out
graduates	 with	 a	 debt	 load	 averaging	 $27,000,	 was	 unimaginable	 in	 1975,
when	 public	 support	 for	 higher	 education	was	 still	 a	 high	 national	 priority.
And	yet,	 in	retrospect,	the	downslope	was	just	around	the	corner.	That	same
year,	New	York	City	was	caught	in	a	fiscal	crisis,	which	would	result	 in	the
termination	 of	 free	 tuition	 at	 the	 great	 working-class	 institution	 of	 CUNY.
Fees	at	 the	nominally	 free	University	of	California,	which	aspired	 to	be	 the
world’s	model	public	university,	began	their	steady	ascent	a	few	years	later.



Campus	protest	is	no	longer	a	rite	of	passage	as	it	was	for	most	students
in	 the	 1960s	 and	 1970s.	 Has	 the	 rising	 debt	 burden	 helped	 to	 stifle	 the
optional	political	 imagination	of	 students	 in	 the	 ensuing	decades?	Can	 it	 be
blamed	 for	 restoring	 the	“apathy	and	noninvolvement”	 recommended	 to	 the
Trilateral	 Commission	 as	 a	 cure	 for	 the	 “excess	 of	 democracy”?	American
students	 today	 are	 typically	 handed	 out	 hefty	 loan	 packages	 on	 enrollment,
long	before	they	are	legally	allowed	to	drink	alcohol;	many	are	compelled	to
seek	out	 low-pay	 jobs	 to	stay	 in	college	and	stave	off	 further	debt;	 they	are
encouraged	 to	 think	 of	 their	 degree	 as	 a	 transaction	 in	 which	 their	 future
wages	have	been	 traded;	and	 they	are	 increasingly	directed	 toward	 fields	of
study	that	provide	“value”	through	the	earning	potential	to	repay	their	loans.
These	 are	 not	 conditions	 under	which	 an	 agile	 critical	mind	 is	 likely	 to	 be
cultivated,	and	they	are	barely	conducive	 to	what	 the	report’s	authors	called
“the	constructive	discharge	of	the	responsibilities	of	citizenship.”	But	they	are
perfectly	 serviceable	 to	 elites	 who	 do	 not	 want	 an	 educated,	 free-thinking
citizenry	to	make	“excessive”	demands	on	them.

That	 is	why	any	movement	devoted	 to	abolishing	education	debt	cannot
solely	be	aimed	at	 limited	economic	reforms.	Efforts	 to	 lower	 interest	 rates,
restore	 bankruptcy	 protections	 (currently	 denied	 to	 student	 debtors),	 or
implement	 stronger	 programs	 for	 income-based	 repayment	 will	 provide	 a
slice	 of	 relief	 to	 some,	 but	 they	will	 not	 come	 close	 to	 accomplishing,	 and
may	 only	 forestall,	 the	 goal	 of	 establishing	 free	 education	 as	 a	 binding
democratic	right.	To	promote	that	goal,	we	will	need	a	movement	driven	by
the	 principle	 that	 equates	 free	 education	 with	 a	 free	 citizenry.	 Today,	 as	 a
consequence	of	the	prodigious	power	of	high	finance,	we	face	a	real	“crisis	of
democracy,”	 not	 the	 concoction	 sold	 to	 the	 Trilateral	 Commission.	 The
capacity	of	lenders	and	investors	to	treat	education	as	a	profit	center	(student
loans	are	among	the	most	lucrative	of	all	forms	of	credit)	is	arguably	the	most
telling	symptom	of	that	power.	But	it	would	be	wrong	to	conclude	that	their
conduct	 is	 merely	 opportunistic,	 and	 that	 they	 are	 exploiting	 loopholes,
opened	 up	 by	 corruptible	 lawmakers,	 to	 maximize	 their	 returns.	 On	 the
contrary,	the	use	of	higher	education	to	extract	economic	rents	and	foreclose
students’	futures	has	been	an	emerging	principle	of	governance	for	more	than
three	 decades	 now,	 with	 stark	 consequences	 for	 the	 political	 disposition	 of
young	people.



Cooper	Union	under	student	occupation,	May	2013	(courtesy	the	author)

Passing	on	 the	costs	of	 financing	education	 to	 indebted	students	 typifies
the	transfer	of	fiscal	responsibility	from	the	state	to	the	private	individual	that
is	 the	 chief	 hallmark	of	 neoliberalism.	As	 almost	 everyone	now	knows,	 the
rate	of	 transfer	has	quickened	 in	 recent	years,	driving	up	 tuition	costs	 in	all
sectors,	but	in	public	universities	in	particular	(tuition	costs	have	risen	by	500



percent	since	1985,	and,	 in	 the	 five	years	since	 the	crash,	are	up	27	percent
beyond	overall	 inflation).	Federal	and	state	governments	are	 fast	exiting	 the
business	of	directly	 funding	higher	education.	Overall	 funding	by	states	has
fallen	by	25	percent	since	2000,	and	some	states,	such	as	Arizona	and	New
Hampshire,	 have	 cut	 as	much	 of	 50	 percent	 of	 their	 spending	 on	 education
since	 2008	 alone.2	 As	 a	 result,	 the	 price	 gap	 between	 leading	 public
institutions	 and	private	ones	 is	 narrowing	 sharply	by	 the	year.	 In	 the	public
mind,	the	“privatization	of	education”	is	typically	characterized	by	university-
industry	 partnerships,	 intellectual	 property	 grabs,	 corporate	 sponsorship	 and
ownership	 of	 research,	 or	 “contract	 education”—whereby	 a	 firm	will	 pay	 a
community	 college	 to	 upskill	 its	 trainees.	 But	 the	 quintessential	 act	 of
privatization	 is	 this	 shift	 in	 responsibility	 from	 public	 provision	 to	 private
debt-funding	 on	 the	 part	 of	 the	 very	 people	 that	 colleges	 are	 supposed	 to
serve.	 The	 agenda	 for	 accomplishing	 this	 transfer	 is	 driven	 by	 government
policy,	as	are	all	neoliberal	 initiatives.	Correspondingly,	 the	overall	outcome
is	no	longer	the	equalization	of	opportunity	through	education,	as	it	has	been
exalted	by	presidential	voices,	from	Eisenhower	to	Obama.	Debt-financing	of
education	has	become	a	reliable	contributing	factor	in	the	net	wealth	transfer
to	the	richest	Americans	from	those	with	the	least	resources.

In	 June	 2013,	 the	Congressional	Budget	Office	 (CBO)	 forecast	 that	 the
federal	 government	 would	 realize	 a	 profit	 of	 $51	 billion	 that	 year	 from
student	 loan	 borrowers.	 This	 revelation	 had	 a	 minor	 seismic	 impact.	 For
many,	it	was	difficult	to	digest	the	concept	that	a	government	could	actually
profit	 from	 its	 obligation	 to	 citizens,	 but	 the	magnitude	 of	 the	 sum	 stunned
even	 those	 who	 knew	 that	 the	 federal	 loan	 program	 had	 long	 been	 a	 tidy
source	 of	 revenue.	 Elizabeth	 Warren,	 the	 newly	 elected	 senator	 from
Massachusetts,	 led	 the	 rhetorical	 charge	 on	 Capitol	 Hill	 against	 the
Department	 of	Education,	 pointing	 out	 that	 $51	 billion	was	 “more	 than	 the
annual	profit	of	any	Fortune	500	company	and	about	five	times	the	profit	of
Google.”	(More	to	the	point,	perhaps,	 it	was	the	equivalent	of	the	combined
earnings	 of	 the	 four	 largest	 banks	 in	 the	 U.S.—JPMorgan	 Chase,	 Bank	 of
America,	Citigroup,	and	Wells	Fargo).	The	author	of	two	reputable	scholarly
books	 about	 bankruptcy,	 Warren	 had	 recently	 staked	 her	 claim	 as	 the
creditors’	 new	 watchdog	 by	 introducing	 legislation,	 the	 Bank	 on	 Students
Loan	Fairness	Act,	 that	would	 have	 slashed	 the	 high	 interest	 rates	 (running
from	 6.8	 percent	 to	 7.9	 percent)	 on	 federal	 loans	 to	 match	 the	 rate	 (0.75



percent)	 that	 banks	 paid	 to	 borrow	 from	 the	 Federal	 Reserve.	 She	 and	 the
bill’s	 co-sponsor	 John	 Tierney	 bemoaned	 the	 fact	 that	 “the	 federal
government	makes	36	cents	on	every	dollar	 it	 lends	 to	students,”	and	called
on	Congress	to	afford	student	borrowers	the	same	treatment	as	banks,	adding
the	all-important	reminder	that	“unlike	big	banks,	students	do	not	have	armies
of	lobbyists	and	lawyers.”3

Foremost	 among	 the	 creditors	 applying	 pressure	 through	 their	 lobbyists
was	Sallie	Mae,	the	scruple-free	queen	of	student	lending,	which,	at	its	go-go
peak	in	2005,	had	weighed	in	as	 the	second-most	profitable	company	in	 the
U.S.4	 Accustomed	 to	 getting	 results	 from	 leaning	 on	 lawmakers,	 it	 had
already	 spent	 more	 than	 $1.4	 million	 in	 the	 first	 quarter	 of	 2013	 trying	 to
block	the	progress	of	two	student	loan	reform	bills—the	Private	Student	Loan
Bankruptcy	 Fairness	 Act	 and	 the	 Fairness	 for	 Struggling	 Students	 Act—
before	the	one	sponsored	by	Warren	and	Tierney	was	dropped	in	the	hopper.5

Sallie	Mae	 had	 lately	 been	 targeted,	 at	 the	 annual	 shareholder	meeting,	 by
student	and	union	activists,	allied	with	Jobs	with	Justice,	for	these	mercenary
tactics.	 In	 a	 sign	 of	 the	 times,	 more	 than	 35	 percent	 of	 its	 shareholders
supported	a	resolution	demanding	increased	transparency	and	disclosure	from
the	company’s	executives.6

Warren	 and	 Tierney’s	 proposal	 was	 as	 much	 a	 sideswipe	 at	 the
government’s	 deferential	 treatment	 of	 banks	 as	 it	 was	 a	 call	 for	 fairness	 in
lending.	 But	 the	 fresh	 scrutiny	 of	 federal	 student	 lending,	 inspired	 by	 the
CBO’s	 forecast,	 revealed	 just	 how	 much	 the	 Department	 of	 Education
functioned	 like	 a	 Wall	 Street	 bank	 itself.	 As	 is	 common	 in	 the	 finance
industry,	 the	 lender	 is	 allowed	 to	 book	 the	 projected	 lifetime	 earnings	 of	 a
loan	at	the	time	of	its	origination.	Just	as	a	bank	will	report	its	future	income
($70,000,	 say,	 from	 a	 loan	 of	 $40,000)	 in	 the	 present,	 thereby	 inflating	 its
assets,	so	the	government	agency	builds	 that	estimate	into	its	annual	profits.
Moreover,	 the	 federal	government	borrows	money	 for	virtually	nothing	 (the
Treasury	 bill	 rate	 is	 still	 rock-bottom),	 while	 it	 lends	 to	 students	 at	 much
higher	 rates,	 and	 reaps	 the	 benefits	 from	 the	 spread.	Most	 cruel	 of	 all,	 the
profits	 are	 not	 ploughed	 back	 into	 education.	 They	 are	 being	 used	 to	 pay
down	 government	 debt,	much	 of	which	 should	 be	 classified	 as	 odious	 debt
since	 it	was	 contracted	 to	 pay	 the	 costs	 of	 an	 unlawful	war	 in	 Iraq	 and	 the
equally	illegitimate	bailouts	of	big	banks.	In	other	words,	 the	proceeds	from
student	loans	are	subsidizing	militarism	and	Wall	Street	criminality.



Given	 the	 fierce	 appetite	 on	 Capitol	 Hill	 for	 reducing	 the	 federal	 debt,
there	was	 little	 chance	 that	 the	 legislative	 efforts	 of	Warren	 and	Tierney	 to
reduce	 student	 loan	 rates	 would	 succeed.	 Student	 debtors,	 who	 number
around	forty	million,	may	be	defaulting	at	the	rate	of	a	million	annually	(with
one	 in	 six	 in	 default	 overall),	 but	 the	 government’s	 collection	 agencies	 are
able	to	take	advantage	of	the	high	penalties,	powers	of	garnishment,	and	lack
of	bankruptcy	protection	to	recover	as	much	as	120	percent	of	each	defaulted
loan.	Having	pledged	itself	to	a	strict	regime	of	fiscal	discipline,	the	Obama
administration	had	little	leeway	to	take	a	position	that	would	disrupt	or	divert
the	flow	of	government	revenue	away	from	deficit	reduction.	Any	change	was
likely	to	be	cosmetic,	and	calculated	to	register	as	a	PR	win—doing	what	we
can	 to	help	needy	 students	out.	When	 the	dust	 settled,	 in	 July	2013,	 after	 a
grandstanding	debate	in	Congress,	it	appeared	that	the	White	House	had	sided
with	GOP	hawks	 in	 their	drive	 to	 reduce	 the	budget	deficit	by	 tying	 federal
loan	 rates	 to	 market	 rates.	 Undergraduate	 loan	 recipients	 would	 be	 paying
3.85	 percent—the	 current	 yield	 on	 the	 ten-year	 Treasury	 note	 plus	 2.05
percent.	Rates	would	be	allowed	to	climb	to	8.25	percent	for	undergraduates,
9.5	percent	 for	 graduate	 students,	 and	 a	whopping	10.5	percent	 for	 parents,
and	the	CBO	did	indeed	forecast	a	steep	rise	in	the	next	few	years.

Of	course,	it	is	deeply	unjust	that	student	debtors	are	held	to	high	interest
rates	at	a	 time	when	all	other	borrowers	are	enjoying	some	of	the	lowest	on
record.	Nor	is	it	fair	that	they	are	denied	bankruptcy	protections	or	are	subject
to	 high	 default	 penalties	 and	 garnishment	 of	 wages,	 tax	 returns,	 Social
Security	 payments,	 and	 even	 disability	 checks,	 or	 that	 agencies	 are
empowered	 to	pursue	 them	beyond	 the	grave,	 collecting	 from	surviving	co-
signer	family	members.	These	conditions,	stacked	in	favor	of	creditors’	profit,
were	 legislated	 largely	 at	 the	 behest	 of	 the	 finance	 lobby,	 but	 they	were	 all
retained	 intact	 when	 the	 government	 took	 over	 direct	 responsibility	 for
originating	federal	loans	in	2010.	The	refusal	of	Congress	to	reconsider	any	of
these	provisions	cannot	simply	be	explained	as	the	result	of	industry	pressure
or	 short-term	 politicking	 around	 the	 federal	 deficit.	 It	 is	 also	 a	 direct
expression	of	governance	often	labeled	in	shorthand	as	neoliberal.	As	a	result,
risks	 and	 responsibilities	 for	 underwriting	 the	 costs	 of	 education	 are
reassigned	to	the	most	vulnerable,	wealth	is	redistributed	upwards	through	the
marketplace	 for	 credentials,	 and	 debt	 is	 wielded	 as	 a	 form	 of	 social
management.



THE	OLD	DAYS
The	 GI	 Bill	 of	 Rights	 (Servicemen’s	 Readjustment	 Act	 of	 1944)	 is	 rightly
remembered	 as	 the	 program	 that	 launched	 the	 Golden	 Age	 of	 U.S.	 higher
education.	 It	 provided	 free	 college	 access	 to	 more	 than	 eight	 million	 war
veterans	 and,	 along	 with	 its	 low-cost	 mortgage	 component,	 a	 promise	 of
middle	 class	 security	 to	 their	 families.	 For	 those	 who	 like	 to	 attach	 a
pecuniary	value	to	every	federal	program,	a	1988	Congressional	study	found
that	 every	 dollar	 spent	 on	 educational	 benefits	 under	 the	 original	 GI	 Bill
added	 seven	 dollars	 to	 the	 national	 economy	 in	 terms	 of	 productivity,
consumer	spending,	and	 tax	revenue.	But	 it	would	be	wrong	to	view	the	GI
Bill	purely	as	an	economic	stimulus	program	or	even	as	an	act	of	providence
on	the	part	of	a	welfare-minded	state.	The	program	was	largely	conceived	on
the	 back	 of	 fears	 that	 returning	 veterans	 would	 be	 swept	 up	 in	 the	 social
agitation	 that	 elites	 predicted	 from	 an	 increasingly	 emboldened	 labor
movement.	Memories	of	the	1932	militancy	of	the	Bonus	Army	vets—denied
federal	assistance	after	the	First	World	War—were	still	fresh.	But	the	mettle
of	 organized	 labor	was	 even	more	 pressing.	 “During	 the	 forty-four	months
from	 Pearl	Harbor	 to	V-J	Day,”	 Jeremy	Brecher	 noted,	 “there	were	 14,471
strikes	 involving	 6,774,000	 strikers,	 more	 than	 during	 any	 period	 of
comparable	 length	 in	 United	 States	 history.”	 But	 this	 activity	 was	 soon
surpassed	 (and	 never	 matched	 since)	 when	 “the	 first	 six	 months	 of	 1946
marked	 what	 the	 U.S.	 Bureau	 of	 Labor	 Statistics	 called	 ‘the	 most
concentrated	period	of	labor-management	strife	in	the	country’s	history.’”7	In
part,	 the	 GI	 Bill	 was	 a	 fiscal	 measure	 to	 maintain	 the	 economic	 growth
achieved	 by	 wartime	 production,	 but	 it	 was	 also	 directed	 at	 defusing	 the
growing	 power	 of	 the	 organized	 working	 class,	 heading	 off	 the	 threat	 of
socialism,	and	 restoring	 the	household	primacy	of	males,	as	a	generation	of
women	decamped	from	the	factories	they	had	staffed	to	the	Cape	Cod	homes
they	would	now	manage	with	trickle-down	proceeds	from	the	spousal	“family
wage.”

The	 Cold	 War	 subsequently	 saw	 a	 massive	 expansion	 of	 government-
funded	research,	and	especially	through	the	National	Defense	Education	Act
of	1958,	which	was	spurred	by	the	Soviet	Union’s	launch	of	Sputnik	the	year
before.	 Under	 the	 aegis	 of	 competitive	 militarism,	 the	 much-vaunted
dominance	of	the	U.S.	research	university	was	established	through	the	policy
decision	 to	 use	 academia	 to	 research	 and	 develop	 science-intensive	 war



technologies.8	 Among	 other	 infusions	 of	 money,	 the	 1958	 bill	 funded	 the
National	Defense	Student	Loan	program,	extending	low-interest	student	loans
to	 college	 students	 who	 were	 focused	 on	 scientific	 and	 technological
education.	These	were	 the	 first	direct	 federal	 student	 loans,	 capitalized	with
Treasury	 funds,	 and	 they	 were	 explicitly	 aimed	 at	 creating	 a	 technically
skilled	workforce	as	an	arm	of	the	warfare,	not	the	welfare,	state.

Federal	 student	 loans	 to	 the	 general	 population,	 along	 with	 grants	 and
scholarships	for	 lower-income	and	minority	students,	were	introduced	in	the
1965	Higher	Education	Act	(HEA).	This	bill	was	one	of	Lyndon	B.	Johnson’s
Great	 Society	 programs,	 crafted	 in	 response	 to	 civil	 rights	 protests	 and
renewed	demands	of	the	trade	unions	for	working-class	access	to	college.	For
the	first	time,	guaranteed	student	loans	were	also	made	available.	These	were
originated	by	private	banks,	but	backed	by	the	federal	government.	While	the
loans	 were	 initially	 limited	 to	 low	 income	 students—up	 to	 $1,000	 for
households	 with	 income	 less	 than	 $15,000—eligibility	 was	 gradually
expanded	 under	 pressure	 from	 the	 banks,	 and	 in	 1978,	 the	 program	 was
opened	 to	all	 students	 regardless	of	 income.	The	formula	for	healthy	profits
was	 now	 in	 place.	 Since	 the	 federal	 guarantees	meant	 risk-free	 lending	 for
Wall	Street,	 the	program	functioned	as	a	 lavish	entitlement	 for	bankers.	For
the	next	three	decades,	the	banks,	state	and	federal	legislators,	and	university
administrators	engaged	in	a	complicated	dance	over	the	virtues	of	guaranteed
vs.	direct	 lending.	The	excesses	of	the	financial	 industry,	combined	with	the
post-crash	 credit	 crisis,	 resolved	 the	 debate	 in	 2010,	 when	 the	 Obama
administration	 terminated	 the	 Federal	 Family	 Education	 Loan	 (FFEL)
program	under	which	the	government	had	heavily	subsidized	private	banks	to
provide	 loans.	 Today,	 85	 percent	 of	 all	 loans	 originate	 with	 the	 federal
government,	 though	 the	 faster	 issuance	 rate	 for	 private	 loans	 (which	 carry
higher	interest	rates)	means	that	this	percentage	will	decrease	in	the	years	to
come.	As	of	 July	2012,	private	 student	debt	 totaled	more	 than	$165	billion,
with	850,000	loans	in	default.9

HEA	 had	 opened	 doors	 but	 its	 reauthorization,	 every	 five	 years	 on
average,	 was	 an	 opportunity	 for	 banks	 to	 push	 their	 cause.	 Each	 iteration
sweetened	the	pot	for	Wall	Street	firms	who,	by	the	1980s,	were	in	hot	pursuit
of	new	debtors.	Federal	subsidies	and	interest	rates	were	progressively	hiked,
and,	 in	1972,	 the	Student	Loan	Marketing	Association	(aka	Sallie	Mae)	was
formed	to	create	a	secondary	debt	market.	Like	Fannie	Mae	before	it,	this	new



government-sponsored	enterprise	initially	bought	loans	from	banks	in	order	to
free	up	 their	 books	 for	more	 lending.	States	were	 also	 authorized	under	 the
Tax	 Reform	Act	 of	 1976	 to	 create	 another	 secondary	market	 through	 non-
profit	 corporations,	 set	 up	 to	 buy	 the	 loans.	 Enjoying	 the	 benefits	 of	 these
markets,	the	100	percent	federal	loan	guarantees,	and	a	raft	of	other	subsidies
from	 the	 government,	 private	 lenders	 raked	 in	 profits.	 Cumulative	 student
debt,	which	stood	at	$1.8	billion	in	1977,	began	to	rise	more	rapidly,	reaching
$30	billion	in	1996.10

By	the	 time	 the	Cold	War	wound	down	in	 the	early	1990s,	 the	 taxpayer
revolts	 had	 already	 taken	 a	 heavy	 toll	 on	 state	 budgets,	 slicing	 deeply	 into
support	for	public	colleges.	California’s	Proposition	13	cap	on	property	taxes
turned	 into	 a	 fiscal	 instrument	 for	 realizing	 ex-governor	 Ronald	 Reagan’s
personal	vendetta	against	the	University	of	California	system.	In	his	election
bid,	 Reagan	 had	 profiled	 the	 student	 protester	 as	 a	 public	 enemy.	 He
lambasted	 participants	 in	 Berkeley’s	 Free	 Speech	 Movement	 as	 “freaks,”
“brats,”	and	“cowardly	fascists,”	declared	that	“education	is	a	privilege,	not	a
right,”	and	argued	that	“the	state	should	not	subsidize	intellectual	curiosity.”
Though	 he	 zealously	 mobilized	 the	 National	 Guard	 against	 Berkeley’s
protesters,	cut	education	budgets,	and	hiked	fees	in	an	effort	to	hasten	tuition-
based	 funding,	 the	 system	was	 still	 protected	by	 its	 alumni	 elites.11	But	 the
revenue	 shortfall	 from	 Prop	 13’s	 impact	 produced	 a	 more	 technocratic
opportunity,	wrung	dry	of	Reagan’s	ideological	hostility,	for	ratcheting	down
state	support	and	passing	on	costs	to	students.

Public	universities	like	California’s	continued	to	be	vital	Cold	War	assets,
indispensable	as	 research	arms	 for	 the	military-industrial	complex.	But	with
the	 end	 of	 the	 Cold	 War,	 the	 need	 for	 Washington	 to	 compete	 with	 the
socialist	 bloc	 in	 high-profile	 sectors	 of	 public	 provision	 dissolved.	 Higher
education	was	one	of	them.	Funding	for	big	science	was	cut,	and	the	federal
pipeline	 flow	 to	 universities	 dropped	 off.	 Private	 capital	was	 brought	 on	 to
campuses	 to	 help	 plug	 the	 gaps	 as	 administrators	 turned	 toward	 university-
industry	partnerships	 for	new	sources	of	 research	 funding.	 In	 the	meantime,
the	tax	revolts	spread	nationwide,	with	a	predictable	impact	on	states’	direct
funding	of	colleges.	From	the	mid-1990s,	college	costs	began	to	rise	sharply,
and	students	from	higher-income	households	were	increasingly	forced	to	take
out	loans.	The	entry	of	these	lower-risk	borrowers	prompted	the	major	banks
to	 jump	 into	 the	ever	more	 lucrative	sector,	now	juiced	up	by	 the	advent	of



securitization	in	the	form	of	Student	Loan	Asset	Backed	Securities	(SLABS),
first	issued	by	Sallie	Mae	in	1995.

Spun	off	 that	 same	year,	and	completely	privatized	by	2004,	Sallie	Mae
reinforced	 its	 growing	 dominance	 in	 the	 industry	 by	 acquiring	 a	 host	 of
lenders,	 collection	agencies,	guarantee	agencies,	 and	consolidators,	many	of
them	non-profit.	No	other	lender	was	in	a	position	to	control	every	aspect	of
the	debt	process—from	loan	origination	 to	servicing	and	collection.	Lack	of
oversight	 combined	with	 its	near-monopoly	of	 the	 sector	generated	 fraud	 in
every	 corner	 of	 the	 student	 loan	 landscape.	 Kickbacks	 for	 financial	 aid
counselors,	 predatory	 “subprime”	 targeting	 of	 low-income	 students,	 and
abusive	harassment	from	collectors	were	just	some	of	the	routine	malpractices
of	Sallie	Mae,	 followed	by	 the	other	banks	 that	 thrived	on	 the	 lack	of	 legal
protections	for	student	debtors.	While	the	2010	reorganization	of	federal	loans
cut	the	banks	off	from	direct	lending,	Sallie	Mae	was	one	of	four	companies
selected	 to	 administer	 and	 service	 the	 loans,	 ensuring	 a	 continued,	 healthy
profit	 from	 the	 allocation	 of	 government	 funds.	 The	 firm’s	 dominance	 of
private	lending	has	only	increased,	now	that	some	of	the	too-big-to-fail	banks,
dismayed	 by	 the	 rising	 tide	 of	 defaults,	 have	 exited	 the	 business.	 Though
Congress	ended	its	federal	charter	in	2004,	Sallie	Mae	is	not	only	the	largest
originator	 of	 (pre-2010)	 federal	 loans;	 it	 continues	 to	 trade	 on	 the	 public
perception	that	 its	private	 lending	operations	are	backed	by	the	government.
This	is	not	happenstance.	The	federal	government’s	administration	of	higher
education	 has	 long	 been	 a	 conduit	 for	 private	 profit—whether	 for	 defense
contractors	during	 the	Cold	War,	or	Wall	Street	banks	during	 the	heyday	of
student	debt-financing.

The	crudest,	and	most	debased,	form	of	that	relationship	can	be	found	in
the	for-profit	college	sector,	increasingly	the	default	option	for	low-income	or
“non-traditional”	 students	 shut	 out	 of	 the	 strapped	 public	 college	 systems.
Profits	in	this	sector,	which	now	accounts	for	a	quarter	of	all	higher	education
institutions	 in	 the	 U.S.,	 depend	 primarily	 on	 indirect	 revenue	 from	 federal
loans.	For-profits	now	accommodate	between	10	and	13	percent	of	enrolled
students,	but	 they	receive	25	percent	of	all	federal	 loan	dollars.	Increasingly
acquired	 by	 publicly-traded	 companies	 and	 private	 equity	 firms,	 they	 have
become	Wall	Street’s	colleges,	devoting	an	ever	larger	portion	of	revenue	to
marketing,	 recruitment,	 and	 shareholder	 profit,	 and	 a	 dwindling	 share	 to
instruction.	A	2010	investigation	by	the	Senate	Health,	Education,	Labor,	and



Pensions	 Committee	 found	 that	 for-profits	 charge	 four	 times	 the	 cost	 of
degree	 programs	 at	 comparable	 community	 colleges;	 96	 percent	 of	 their
students	 take	 out	 federal	 loans	 (compared	 to	 13	 percent	 at	 community
colleges),	while	as	many	as	63	percent	leave	without	a	degree;	and	more	than
one	 in	 five	 students	 default	 within	 three	 years	 of	 entering	 repayment,
accounting	for	almost	47	percent	of	federal	loan	defaulters.12

The	 statistics	 of	 excessive	 debt,	 default,	 and	 daylight	 robbery	 in	 this
sector	are	staggering.	Yet	the	for-profit	boom	is	primarily	a	result	of	the	state
withdrawal	from	public	education	that	has	left	many	households	in	the	cold.
In	some	states,	especially	in	the	Deep	South,	community	colleges	have	opted
out	 of	 the	 federal	 loan	 program,	 disproportionately	 affecting	 African
American	 populations.13	 Would-be	 students	 have	 no	 choice	 but	 to	 turn	 to
private	 lenders	who	target	high-risk	borrowers,	or	else	 they	have	to	 take	the
federal	loans	on	offer	to	attend	a	more	dodgy	for-profit	college.	While	visiting
a	community	college	in	the	Southwest,	I	was	told	by	a	son	of	immigrants	that
he	had	taken	out	a	series	of	loans,	on	the	advice	of	“admissions	counselors,”
to	 enroll	 at	 a	 for-profit	 college,	 only	 to	 discover	 upon	 graduation	 that	 the
institution	 was	 not	 properly	 accredited.	 Unable	 to	 transfer	 credit,	 he	 was
starting	afresh	at	a	new	institution,	with	a	new	round	of	loans.	Even	families
with	 generations	 of	 college	 experience	 have	 difficulty	 sifting	 through	 the
many	financial	aid	options	available	 today.	For	 first	generation	families	 like
his,	access	to	accurate	information	is	not	readily	available,	and	they	are	more
easily	 duped	 by	 false	 advertising	 targeted	 directly	 at	 them.	 Indeed,	 the
Consumer	 Financial	 Protection	 Bureau	 (CFPB)	 found	 that	 12	 percent	 of
students	who	take	out	private	student	debt	don’t	ever	apply	for	federal	loans,
carrying	lower	interest	rates	and	more	flexible	repayment	terms,	even	though
they	would	have	qualified	to	receive	them.14

Private	 college	 graduates	 from	 middle-income	 families	 are	 the	 poster
children	for	student	debt.	Mainstream	media	producers	feast	on	the	stories	of
these	“profligate”	individuals	who	have	racked	up	$200,000	or	more	of	debt.
But	the	real	story	lies	lower	down	the	income	scale.	As	with	every	other	form
of	personal	debt,	the	overall	impact	of	student	debt	is	magnified	among	low-
income	families.	Not	surprisingly,	a	familiar	racial	profile	emerges.	Of	those
who	have	earned	bachelor’s	degrees,	 about	81	percent	of	African	American
students	 and	 67	 percent	 of	 Latin@	 students	 leave	 school	 with	 debt,	 as
compared	to	64	percent	of	white	students.15	Hit	hard	by	the	wipeout	of	equity



from	the	subprime	mortgage	bust,	black	families	have	had	to	borrow	more	for
college,	 and	 so	 the	 rate	 of	 default	 for	 African-American	 student	 debtors	 is
four	 times	 that	 of	whites.	But	 even	 in	 2007-2008,	 just	 before	 the	 crash,	 27
percent	 of	 Black	 graduates	 were	 borrowing	 more	 than	 $30,000	 to	 pay	 for
college,	 compared	with	16	percent	of	whites,	 14	percent	of	Latin@s,	 and	9
percent	 of	 Asian	 Americans.16	 An	 unequal	 debt	 burden	 is	 also	 carried	 by
LGBTQ	students.	Their	families	are	often	unsupportive,	making	it	difficult	to
find	 co-signers	 for	 federal	 PLUS	 loans	 available	 to	 parents	 to	 help	 pay	 for
their	child’s	tuition.	Under	these	circumstances,	they	are	at	the	mercy	of	high-
rate	 lenders.	 In	 the	 same	 boat	 are	 undocumented	 students—the	 Dream
Generation—who	 are	 legally	 excluded	 from	 federal	 loans	 and	 are	 generally
ineligible	for	state	or	university-funded	financial	aid.

Native	 Americans,	 African	 Americans	 and	 Latin@s	 were	 largely
excluded	from	the	home	ownership	and	education	benefits	of	the	original	GI
Bill.	There	were	high	hopes	 that	 this	historic	neglect	would	be	remedied	by
the	new	GI	Bill	(Post-9/11	Veterans	Education	Assistance	Act)	introduced	by
Congress	in	2008	to	help	veterans	of	the	wars	in	Iraq	and	Afghanistan	enter
the	higher	education	system.	Yet	the	issuance	of	the	funds,	to	the	tune	of	$9
billion	annually,	proved	 to	be	an	 invitation	 for	 recruiters	 from	 the	 for-profit
colleges	 to	aggressively	pursue	ex-soldiers—some	vets	with	 traumatic	brain
injuries	 had	 no	 memory	 of	 signing	 up	 for	 classes	 but	 were	 pressed	 for
payment.	 The	 result	 was	 an	 undue	 impact	 on	 veterans	 of	 color,	 who	 had
served	disproportionately	in	the	armed	services.17	These	proprietary	colleges
had	exploited	a	legislative	loophole	that	allows	them	to	count	GI	Bill	monies
(issued	 from	 the	Defense	Department)	 as	 part	 of	 the	 10	 percent	 of	 revenue
they	 are	 required	 to	 raise	 from	 sources	 other	 than	 the	 Department	 of
Education.	 Federal	 student	 loans	 from	 that	 source	 account	 for	 the	 other	 90
percent	of	their	revenue.	As	a	result	of	their	targeting	of	“dollars	in	uniforms,”
more	 than	38	percent	of	 the	GI	Bill	government	 funds	 found	 their	way	 into
the	coffers	of	Wall	Street’s	colleges.18

The	 report	 issued	by	Tom	Harkin’s	 2010	Senate	 committee	was	 not	 the
first	 scathing	Congressional	 indictment	 of	 for-profit	 college	 education.	 Sam
Nunn	conducted	investigations	in	the	mid-1970s,	and	then	again,	in	1994,	in	a
series	of	high-profile	hearings.	Hair-raising	 testimony	about	 industry	abuses
persuaded	Congress	to	set	regulatory	rules	that	were	weakened	over	the	years
by	 hardcore	 lobbying.	 But	 this	 was	 nothing	 compared	 with	 the	 pushback



against	 the	 Obama	 administration’s	 efforts	 to	 follow	 through	 on	 the	 2010
report.	The	$30	billion	industry	dispatched	a	battalion	of	lobbyists	to	Capitol
Hill,	many	 of	 them	 former	Democratic	 Party	 insiders	with	 close	 ties	 to	 the
White	 House,	 as	 part	 of	 a	 formidable	 campaign	 to	 sabotage	 the	 proposed
stiffening	of	regulatory	rules.	A	portion	of	the	$16	million	war	chest	went	to
Richard	 Gephardt,	 regarded	 as	 a	 “liberal	 lion”	 in	 his	 heyday	 as	 House
majority	leader.	Like	so	many	other	former	lawmakers,	he	now	has	a	lucrative
career	 fronting	 for	 corporations	 he	 had	 once	 been	 elected	 to	 regulate.	 The
lobbying	 blitzkrieg,	 which	 was	 considered	 extreme	 even	 by	 K	 Street
standards,	succeeded	in	watering	down	the	proposed	rules.19

Notwithstanding	such	well-intentioned	but	ultimately	thwarted	efforts,	the
longstanding	 inability	 of	 lawmakers	 to	 check	 the	 mercurial	 growth	 of
predatory	Wall	Street	colleges	is	not	an	example	of	failed	policymaking.	On
the	contrary,	the	emergence	of	the	sector,	in	parallel	with	the	general	growth
of	 student	 debt,	 can	 be	 seen	 as	 a	 direct	 result	 of	 neoliberal	 governance
through	 the	 administration	 of	 education.	 In	 the	 Cold	 War	 era	 of	 managed
capitalism,	state	funding	of	higher	education	was	part	of	a	compact	to	deliver
middle-class	 income	 and	 consumer	 comforts	 to	 working	 people	 and	 their
children,	but	it	also	underwrote	the	Pentagon’s	tight	relationship	with	defense
contractors	 and	 other	 corporations	with	 vested	 interests	 in	 a	 permanent	war
economy.	 When	 finance	 began	 to	 outpace	 industrial	 manufacturing	 as	 the
dominant	profit	stream	in	American	capitalism,	higher	education	proved	to	be
just	as	serviceable.	The	spigot	of	debt	service	to	Wall	Street	was	opened	wide
when	the	right	to	access	loans	was	extended	to	all,	in	the	name	of	fairness	in
lending.	Just	as	the	research	university	was	scaled	up	to	meet	Cold	War	needs,
so	 the	mushrooming	 for-profit	 sector	 sprang	up	as	 the	 fastest	delivery	 track
for	 debt	 rents,	while	 its	 packaging	 of	 educational	 services	 fully	 reflects	 the
neoliberal	ideal	of	a	pay-per	society.

ASSET	BUBBLE	OR	POLITICAL	MOVEMENT?

Unlike	 other	 kinds	 of	 household	 debt,	 which	 began	 to	 fall	 off	 after	 the
recession	set	 in,	 student	debt	has	continued	 its	 rise,	climbing	among	all	age
groups,	along	with	college	costs.	Clearly,	the	student	loan	burden	is	not	part
of	 the	 “debt	 overhang”	 from	 the	 crash.	 In	 fact,	 its	 rate	of	 accumulation	has
accelerated	 since	2008,	 as	 state	 after	 state	 sliced	 their	 education	budgets.	A
much-noted	 Federal	 Reserve	 report,	 in	 March	 2013,	 recorded	 that	 student
debt	 almost	 tripled	 between	 2004	 and	 2012,	 and	 that	 student	 loan



delinquencies	 (balances	 past	 due	 for	 90	 days	 or	 more)	 were	 rising
precipitously.	Nearly	one-third	of	borrowers	in	repayment	were	in	default.20

The	default	 rates	 stoked	 fresh	 fears	 that	 student	debt	was	 the	next	 asset
bubble	 to	 burst.	 These	 concerns	 were	 further	 reinforced	 by	 news	 that	 the
SLABS	 market	 had	 regained	 its	 appeal	 to	 investors.	 SLABS	 trading	 had
grown	from	$75.6	million	in	1990	to	$2.67	trillion	at	its	peak	just	before	the
crash,	though	market	volume	has	fallen	off	since	then.21	In	March	2013,	when
Sallie	Mae	 sold	$1.1	billion	of	SLABS	securities	backed	by	private	 student
loans,	 investors’	demand	for	the	highest-risk	tranche	turned	out	to	be	fifteen
times	 greater	 than	 the	 supply.22	 Yet	 this	 resurgence	 of	 the	 appetite	 for
purchasing	 risky	 loans	 probably	 had	 more	 to	 do	 with	 the	 desperation	 of
investors	 in	 an	 era	 of	 low	 interest	 rates.	 Even	 though	 Sallie	Mae	 issued	 a
sizable	$13.8	billion	worth	of	SLABS	in	2012,	this	volume	was	a	drop	in	the
bucket	compared	to	the	pre-2008	trade	in	unsecured	subprime	securities.23	If
mortgage	securities	turn	bad,	there	is	always	a	house	somewhere	that	can	be
repossessed,	 but	 SLABS,	 which	 are	 mostly	 government-backed,	 have	 no
underlying	 physical	 asset	 that	 can	 be	 foreclosed	 and	 seized,	 or	 traded	 to
others.	 Education	 is	 an	 inalienable	 asset—at	 least	 until	 banks	 can	 develop
software	to	download	it	from	debtors’	brains!

If	there	is	a	student	debt	bubble,	it	is	less	a	financial	liability	than	a	social
catastrophe.	 The	 nation’s	 economic	 managers	 fret	 about	 stalled	 growth
because	heavily	 indebted	graduates	may	never	be	 able	 to	 afford	 a	home,	or
children,	 let	 alone	 the	 other	 big-ticket	 consumer	 items	 that	 move	 the	 GDP
upwards.	 Some	 reform	 groups	 have	 proposed	 mass	 debt	 forgiveness	 as	 a
utilitarian	way	 to	 “stimulate	 the	 economy.”24	More	 radical	 voices	 reject	 the
paradigm	of	forgiveness	(with	 its	connotations	of	culpability),	and	call	 for	a
student	 debt	 jubilee,	 on	moral	 grounds,	 to	 relieve	 the	 human	 suffering	 that
accompanies	this	modern	form	of	debt	bondage.	In	any	case,	the	suffering	is
no	longer	hidden,	because	debtors	have	broken	the	customary	silence	around
debt	by	speaking	out	publicly	about	their	painful	circumstances.

Among	 the	more	conspicuous	protesters	at	Occupy	 locations	around	 the
country	 were	 underemployed	 graduates	 sporting	 debt-confession	 signs—“I
Owe	$120,000,”	or	“I	Can’t	(Won’t)	Pay	My	Student	Debts”—and	many	were
vocal	 about	 their	 desperation,	 both	 in	 the	 face-to-face	 agora	 and	 in	 online
compilations	 of	 testimony,	 like	 the	 popular	 “We	 Are	 the	 99	 Percent”
Tumblr.25	This	public	ritual	of	“coming	out”	about	debt	felt	like	the	stirring	of



a	political	movement.	At	the	very	least,	it	was	a	way	of	exorcizing	the	shame
that	 privately	 afflicts	 debtors	 and	 that	 can	 put	 them	 on	 the	 pathway	 to
depression,	divorce,	and	suicide.	26

At	New	York	University	(NYU),	where	I	teach,	students	graduate	with	40
percent	 more	 debt	 than	 the	 national	 average.	 By	 some	 estimates,	 it	 is	 the
single	most	 expensive	American	university	 (for	 the	2013-14	academic	year,
tuition,	 room	 and	 board,	 and	 required	 fees	 added	 up	 to	 $61,977),	 and	 you
don’t	 have	 to	 look	 hard	 to	 find	 graduates	 who	 owe	 jaw-dropping	 sums	 of
money.27	One	alumnus	wrote	 to	 tell	me	 that	he	 and	his	peers	had	 formed	a
“hundred	 club”	 for	 those	 in	 the	 six-figure	 debt	 bracket.	A	 staple	 of	 student
lore	 is	 the	widely	reported	 information	 that	NYU	has	 the	highest-number	of
college	 “Sugar	 Babies”	 on	 a	 “dating”	 website	 that	 matches	 young	 women
with	older,	male	“Sugar	Daddies.”	With	limited	financial	aid,	students	at	the
largest	 private	 university	 in	 the	 U.S.	 are	 among	 the	 most	 compromised	 in
their	desperate	search	for	ways	to	stay	afloat.

I	 had	 known	 for	 some	 time	 that	my	 paycheck	 depends	 on	my	 students
going	 deeply	 into	 debt,	 often	 for	 decades	 to	 come.	 But	 like	 most	 of	 my
colleagues,	I	chose	not	to	dwell	on	it,	a	decision	that	seemed	justifiable	given
that	 faculty	 salaries	 have	 been	 stagnant	 for	 so	 long.	 Indeed,	 instructional
costs,	which	have	been	sliced	as	a	result	of	the	casualization	of	the	academic
workforce,	have	almost	nothing	 to	do	with	 the	breakneck	growth	of	college
tuition	 costs.	 By	 contrast,	 administrative	 “bloat”	 ranks	 high	 on	 the	 list	 of
contributing	 factors.28	 According	 to	 the	U.S.	 Department	 of	 Education,	 the
number	 of	 university	 employees	 hired	 to	 manage	 or	 administer	 people,
programs,	 and	 regulations	 increased	 50	 percent	 faster	 than	 the	 number	 of
instructors	 between	 2001	 and	 2011,	 and	 their	 salaries	 have	 also	 risen	 at	 a
much	 faster	 rate	 than	 those	 of	 faculty.29	Administrators	 and	 their	 staff	 now
outnumber	 fulltime	 faculty	 in	 American	 universities.	 Unlike	 in	 corporate
America,	where	layers	of	management	were	cut	away	in	pursuit	of	the	“lean
and	mean”	 enterprise,	 colleges	 have	 been	 fattening	 the	managerial	 payroll.
Other	non-classroom	costs	have	ballooned,	foremost	among	them	the	bills	for
capital-intensive	building	expansion.	The	cost	of	borrowing	for	construction
is	a	jumbo	component	of	the	debt	load	carried	by	many	colleges,	and	student
tuition,	as	Bob	Meister	has	shown,	is	not	only	the	collateral	for	securing	the
construction	 bonds	 but	 also	 the	 funding	 source	 for	 paying	 the	 interest	 on
them.30	Indeed,	total	institutional	debt	at	public	four-year	colleges	more	than



tripled	between	2002	and	2011,	to	$88	billion,	according	to	the	Department	of
Education.31

Urban	universities,	in	particular,	are	ever	more	central	to	a	city’s	growth
machine,	and	so	there	are	many	incentives	to	expand	their	physical	footprint
even	 at	 the	 cost	 of	 being	 financially	 overleveraged.32	 The	 NYU
administration	has	pursued	its	own,	controversial	plan	to	expand—the	largest
development	proposal	in	downtown	Manhattan	for	several	decades—with	an
estimated	initial	price	tag	of	$5	billion.	Raising	this	sum	would	require	debt-
financing	far	 in	excess	of	 the	current	university	endowment—at	$2.1	billion
—and	the	long-term	debt	load,	at	$3.7	billion	(up	from	$998	million	in	2003).
Even	 Moody’s,	 a	 reliable	 champion	 of	 university	 expansion,	 characterized
NYU’s	balance	sheet	as	“highly	leveraged,”	citing	the	university’s	0.51	ratio
of	 “expendable	 financial	 resources	 to	direct	debt”	 as	 “thin.”	The	 acceptable
ratio	for	non-profits	in	general	is	from	0.8	to	2.0,	but	most	universities	try	to
stay	well	above	1.0.	Fierce	faculty	resistance	to	the	expansion	plan	was	based,
in	part,	on	 the	near-certainty	 that	 financing	would	 require	hefty	 increases	 in
tuition	 and	 overall	 student	 debt.33	 Indeed,	 universities	 are	 generally	 able	 to
secure	good	credit	 ratings	 (enabling	 them	 to	borrow	more	 cheaply)	because
they	can	raise	tuition	fees	at	will.	Unlike	most	other	businesses,	they	have	a
built-in	capacity	to	increase	revenue	year	in	year	out.

Although	student	debt	lay	at	the	core	of	NYU’s	fiscal	being,	whenever	I
brought	it	up	as	a	topic	of	class	discussion,	I	found	that	no	one	was	in	a	great
hurry	 to	 volunteer	 their	 thoughts.	This	was	not	 at	 all	 the	 norm	 for	 a	 cohort
who	freely	offer	up	their	personal	opinions	and	sentiments	on	most	subjects.
When	 I	 quizzed	 them	 privately,	 two	 students	 explained	 that	 the	 volume	 of
their	 loans	was	a	 source	of	profound	 shame.	At	 a	pricey	college,	 they	were
surrounded	by	full-freight	peers	from	well-heeled	families,	and	so	they	feared
the	 stigma	 if	 they	 spoke	 about	 their	 own	 straitened	 circumstances.	 One	 of
them	apologized	for	falling	asleep	in	class:	he	had	taken	on	a	second	job—not
uncommon	 these	 days—to	 avoid	 the	 burden	 of	 even	more	 loans.	The	 other
confessed	 that	 she	did	not	want	 to	 feed	any	 inner	doubts	about	whether	her
dream	education	would	be	a	career	stepping	stone	or	a	financial	millstone.	As
long	as	she	was	still	studying,	she	wanted	to	stave	off	such	thoughts.

Visits	 to	 other	 campuses	 confirmed	my	 experience	 at	 NYU.	 Students	 I
met	generally	did	not	think	of	their	loans	as	debt	at	all;	they	had	no	reason	to
imagine	what	 it	would	feel	 like	 to	make	monthly	payments.	One	referred	 to



his	loans	as	“funny	money,”	another	described	them	as	a	“hedge”	(using	the
language	of	finance)	or	a	bet	against	his	future.	Few	considered	themselves	to
be	debtors.	In	fact,	ethnographic	evidence	shows	that	those	with	outstanding
loans	don’t	think	of	themselves	as	“debtors”	until	they	actually	fall	behind	in
their	payments.34	People	with	mortgage	loans,	like	me,	think	of	ourselves	as
homeowners,	 not	 housing	 debtors,	 though	 the	 latter	 label	 is	more	 accurate.
Automatic	debiting	from	our	bank	accounts	has	removed	the	monthly	ritual	of
writing	 a	 debt-service	 check	 that	 might	 have	 once	 allowed	 for	 self-
examination,	doubt,	or	defiance.

Most	 student	 borrowers	 take	 it	 on	 trust	when	 they	 are	 presented	with	 a
loan	package,	and	few	have	any	financial	literacy	to	speak	of.	The	loan	offer
does	 not	 invite	 reflection	 because	 it	 has	 become	 a	 normalized	 feature	 of
college	life.	No	doubt,	this	smooth	routinization	helps	to	ease	the	guilt	of	the
admissions	officers	who	are	paid	 to	 reassure	 recruits	 that	high-interest	 loans
are	a	solid	investment	in	their	futures.	Those	with	less	conscience	have	been
caught	colluding	directly	with	lenders.35	Parents,	for	their	part,	don’t	ask	too
many	questions.	They	are	cowed	by	 the	prestige	of	colleges,	or	are	anxious
not	 to	 puncture	 their	 children’s	 aspirations.	 Yet	 students	 and	 their	 families
surely	have	a	 right	 to	know	how	administrators	are	spending	 the	ever-larger
tuition	 checks.	While	 the	 books	 of	 private	 colleges	 remain	 closed,	 and	 the
fiscal	affairs	of	many	public	universities	are	murky,	to	say	the	least,	there	is	a
growing	movement	to	demand	fiscal	transparency.

At	 my	 institution,	 the	 clamor	 notched	 up	 after	 revelations	 that	 the
administration	had	an	undisclosed	program	for	extending	forgivable	loans	to
senior	officers	 and	 star	 faculty	 for	housing	purchases.	Most	notoriously,	 the
program	 had	 enabled	 the	 purchase	 of	 vacation	 homes,	 including	 a	 million
dollar	beach	house	for	the	president	himself.36	The	stark	contrast	between	the
treatment	of	student	loans	and	the	forgivable	ones	at	the	top	typified	a	double
standard	 that	 has	 become	 ever	 more	 apparent	 with	 the	 rising	 levels	 of
compensation	 of	 college	 presidents	 and	 their	 favored	 administrators.	 Since
debt-financed	education	has	serviced	their	own	bank	accounts	so	lavishly,	it	is
no	surprise	 that	 the	voices	of	university	presidents	have	been	conspicuously
absent	from	public	debate	about	the	student	debt	crisis.	They	seem	content	to
weather	the	current	storm.

Nor	is	it	likely	that	college	costs	will	stabilize	until	demand	falls	off,	and
even	 if	 this	 were	 to	 happen	 nationally,	 the	 growth	 in	 overseas	 demand—



fueled	 by	 the	 desire	 of	 the	 swelling	 middle	 class	 in	 rapidly	 developing
countries	for	brand-name	degrees—will	probably	help	to	make	up	the	deficit.
According	 to	 a	British	Council	 report,	 global	 tertiary	 education	 enrollments
reached	170	million	in	2009,	up	160	percent	since	1990,	and	were	expected	to
continue	 multiplying,	 though	 at	 a	 slightly	 reduced	 pace,	 over	 the	 next
decade.37	 Such	 rosy	 estimates	may	well	 dictate	 how	 college	 administrators,
faced	with	further	cuts	from	their	state	legislatures,	react	to	fiscal	quandaries.
Dependence	on	tuition	payments	from	international	students	is	already	high—
foreign	 students	 make	 up	 the	 majority	 of	 enrollments	 in	 U.S.	 graduate
programs	 in	 many	 STEM	 (science,	 technology,	 engineering,	 and
mathematics)	fields—and	the	rush	to	establish	offshore	programs	and	branch
campuses	is	being	driven	by	the	same	pursuit	of	debt-free	revenue.	There	are
many	risks	involved	in	such	ventures,	especially	those	located	in	authoritarian
countries.38	 But	 the	 prospect	 of	 adding	 overseas	 revenue	 streams	 will
continue	to	attract	higher	education’s	fiscal	managers,	driven	by	desperation,
or	ambition,	or	simply	by	their	training	in	neoliberal	economics.

YOU	ARE	NOT	A	LOAN

In	November	 2011,	 I	 helped	 to	 launch	 the	Occupy	Student	Debt	Campaign
(www.occupystudentdebtcampaign.org),	 which	 invited	 debtors	 to	 pledge	 to
refuse	 payments	 after	 one	 million	 others	 had	 signed	 up.	 Millions	 were
defaulting	in	private,	and	our	pledge	was	designed	(hastily,	in	order	to	utilize
the	viral	 energy	of	Occupy)	 to	offer	a	more	 self-empowering	way	of	 taking
action	and	focusing	public	attention	on	the	issue.	Attracting	pledges	was	not
easy,	although	several	 thousand	did	sign	on.	We	had	 few	resources	 to	 run	a
national	 campaign,	 and	 our	 efforts	were	 sabotaged	 by	 the	 lending	 industry,
whose	 representatives	 are	 quick	 to	 target	 any	 form	 of	 opposition,	 and	 by
reformers,	wholly	focussed	on	lobbying	Congress.	Nonetheless,	we	helped	to
raise	national	awareness	of	the	student	debt	crisis,	and	we	publicly	introduced
the	concept	of	student	debt	refusal,	before	retiring	the	campaign.	The	time,	we
concluded,	was	not	yet	ripe	for	a	full-blown	debt	refusal	movement,	and	the
vehicle	we	had	chosen	was	one	that	needed	more	campaign	support	than	was
available.	Ironically,	one	million	debtors	did	privately	default	over	the	course
of	 the	 next	 year.	 If	 they	 had	 collectively	 defaulted	 as	 a	 form	 of	 economic
disobedience,	the	political	impact	would	have	been	profound.

The	campaign	rested	on	four	principles	that	received	a	good	public	airing,	and
are	still	viable:	1)	Public	education	should	be	free—at	that	time,	we	estimated



the	 annual	 cost,	 to	 the	 federal	 government,	 of	 covering	 the	 tuition	 of	 all
students	enrolled	 in	 two	and	four	year	public	colleges	would	be	a	mere	$70
billion;	2)	Loans	should	be	interest-free—no	one,	least	of	all	the	government,
should	 profit	 from	 education;	 3)	 Universities	 and	 colleges	 should	 open	 up
their	 books	 in	 the	 interest	 of	 full	 fiscal	 transparency—students	 and	 their
families	have	a	right	to	know;	4)	Existing	debt	should	be	written	off,	jubilee-
style,	as	a	single,	corrective	act.	Each	of	these	principles	differed	in	kind	from
the	 reformist	 talk	 about	 student	 loan	 forgiveness,	 a	 moralistic	 term	 that
implied	 debtors	 had	 done	 something	 wrong.	 Promoting	 the	 right	 to	 free
education	was	 to	 dwell	 in	 a	 different	moral	 universe	 from	 the	 bare-knuckle
Capitol	Hill	brawls	over	whether	to	raise	or	lower	federal	 loan	interest	rates
by	a	point	or	two.

Occupy	Student	Debt	Campaign,	street	march	on	1T	Day,	April	25,	2012	(courtesy	Giles	Clark)

By	 the	 end	 of	 the	 summer,	 President	Obama	 announced	 a	 reform	 plan,
aimed	at	reorienting	the	government’s	approach	to	higher	education	funding.
The	 platform	 was	 cobbled	 together	 from	 the	 performance-based	 criteria
favored	by	his	Education	Secretary,	Arne	Duncan,	and	others	who	advocate
for	 turning	 education	 into	 a	 competitive	 arena	 where	 colleges	 fight	 over
reward-driven	rankings.	In	Obama’s	scheme,	universities	would	be	induced	to
rein	 in	 costs	 by	providing	more	 “value”	 to	 students	 and	 taxpayers.	Metrics,
based	 on	 how	many	 students	 graduate	 and	 how	much	 they	 earn,	 would	 be
used	to	stagger	student	loan	rates	and	Pell	Grant	awards.	Also	encouraged	as



part	of	the	pursuit	of	this	“value”	were	the	kind	of	initiatives	that	are	opposed
by	the	vast	majority	of	academic	professionals,	such	as	increased	vocational
learning	 and	 MOOCs	 —“massive	 online	 open	 courses”	 made	 widely
available	to	participants	through	interactive	web-based	networks.

Notwithstanding	 that	 colleges	 have	 little	 to	 zero	 influence	 over	 the
employment	 climate,	 let	 alone	 compensation	 levels,	 the	Obama	 approach	 is
underpinned	by	a	conviction	that	 the	chief	purpose	of	higher	education	is	 to
deliver	 workplace-ready	 recruits	 in	 the	 most	 cost-effective	 way.39	 The
complex	and	expensive	bureaucratic	method	for	overseeing	this	vision	stands
in	stark	contrast	to	the	simple	moral	case	for	the	U.S.	to	join	the	long	list	of
countries	 (all	 of	 them	 less	 affluent)	 around	 the	world	 that	 offer	 tuition-free
higher	 education	 as	 a	 citizenly	 right.	 In	 the	 twentieth	 century,	 the	 nation’s
managers	 made	 the	 decision	 to	 fully	 fund	 K-12	 education	 because	 they
wanted	 a	 stable	 middle	 class	 and	 a	 showcase	 democracy.	 Extending	 the
coverage	 to	 tertiary	 education	 in	 the	 twenty-first	 century	 is	 essential	 to
rebuilding	a	functional	middle	class,	capable,	at	the	very	least,	of	fulfilling	its
customary	 role,	 for	 these	 economic	managers,	 as	 a	 consumer	 of	 last	 resort
within	the	global	marketplace.	They	would	rather	not	have	an	educated,	free-
thinking	citizenry	on	their	hands,	but	creditor	elites	do	need	a	population	with
enough	 disposable	 income	 to	 pay	 debt	 service	 and	 to	 buy	 big-ticket	 items,
though	preferably	with	the	help	of	loans.

On	even	more	pragmatic	grounds,	a	huge	chunk	of	the	current	tuition	bill
could	 be	 secured,	 according	 to	Robert	 Samuels,	Mike	Konczal,	 and	 others,
simply	 by	 eliminating	 all	 of	 the	 tax	 credits	 and	 exemptions	 that	 currently
subsidize	 the	 student	 loan	 system.40	 Everyone	 knows	 that	 college	 costs	 are
too	 high,	 but	 hardly	 anyone	 is	 aware	 of	 how	 little	 it	 would	 cost	 to	 make
college	in	the	U.S.	free.	According	to	Strike	Debt’s	updated	estimate,	students
in	the	2010-2011	school	year	spent	$59.9	billion	on	tuition	for	public	colleges
and	universities.	Subtracting	all	of	the	existing	credits	(such	as	the	American
Opportunity	and	HOPE	tax	credits)	and	exemptions	(for	loan	interest)	would
save	$37.15	billion.	Reclaiming	public	money	(Pell	Grants	and	GI	Bill	funds)
that	 is	 inappropriately	 allocated	 to	 for-profit	 colleges	 amounts	 to	 $10.35
billion.	All	these	savings	add	up	to	$47.25	billion,	leaving	just	$12.4	billion	to
be	 accounted	 for.41	 That	 is	 all	 it	 would	 cost	 in	 additional	 funding	 to	make
public	 higher	 education	 entirely	 free.	A	 paltry	 sum	when	 put	 alongside	 the
tens	of	billions	unaccounted	for	in	the	defense	spending	system,	or	the	equally



large	 sums	 of	 taxpayer	 money	 used	 to	 subsidize	 banks	 and	 corporations.
Additional	 levies	 could	 be	 extracted	 by	 withdrawing	 the	 tax-free	 status
enjoyed	by	private	 colleges,	 heavily	dependent,	 as	 they	are,	on	 federal	 loan
revenue	and	other	government	grants.

From	 an	 international	 perspective,	 the	 political	 economy	 of	 U.S.
education	is	an	outlier,	but	its	debt-financing	model,	along	with	its	proprietary
colleges,	 are	 being	 exported	 abroad.	 In	 England,	 government	 cuts	 recently
forced	universities	to	introduce	massive	fee	hikes,	though	they	remain	free	in
Scotland,	 where	 I	 was	 educated	 in	 the	 1970s,	 and	 where	 there	 remains
vigorous	support	among	the	populace	for	maintaining	adequate	levels	of	state
provision	 for	 education	 as	 a	 social	 right.	 Student	 resistance	 to	 U.S.-style
privatization	 has	 also	 been	 strong,	 most	 prominently	 in	 the	 mass	 protest
movements	 in	Chile	and	Quebec	 in	2011-12.	The	 red	square	 insignia	of	 the
Quebec	 movement	 (carrément	 dans	 le	 rouge)	 has	 been	 adopted
internationally	as	a	symbol	of	debt	resistance.	When	the	Occupy	Student	Debt
Campaign	joined	with	other	Occupy	groups	to	form	the	Strike	Debt	alliance
in	 the	 early	 summer	 of	 2013,	 the	 meaning	 of	 the	 red	 square	 was	 further
adapted—the	four	corners	symbolized	education,	medical,	housing,	and	credit
card.	Practically	speaking,	these	four	kinds	of	debt	are	likely	to	be	circulating,
in	an	interdependent	fashion,	through	any	given	household	unit.	Focusing	on
the	 individual	 profiles	 of	 student	 debts	 and	 debtors	 tends	 to	 overlook	 how
connected	these	kinds	of	loans	are,	and	so	the	formation	of	Strike	Debt	was	an
effort	to	better	illustrate	how	debt	binds	us	all.

On	one	of	my	campus	visits,	for	example,	a	student	told	me	that	her	father
had	 been	 laid	 off,	 and	 so	 the	 family	 had	 fallen	 behind	 in	 its	 mortgage
payments.	Her	father	was	a	co-signer	for	her	loans,	for	which	the	family	home
was	collateral,	but	he	had	also	been	using	separate	home	equity	loans	to	pay
some	of	her	college	bills.	That	source	of	credit	was	now	closed	off,	and	the
family’s	balance	sheets	were	deep	in	negative	territory.	At	the	same	time,	her
parents	were	landed	with	some	of	her	grandmother’s	hospital	bills.	To	bring
some	 relief	 to	 a	 household	 that	 had	 been	 hit	 by	what	 she	 called	 “a	 perfect
storm	of	debt,”	 she	had	considered	dropping	out.	 Instead,	 she	had	 turned	 to
her	two	credit	cards	as	an	alternate	source	for	funding	her	degree,	opening	up
yet	another	door	for	creditors	to	come	knocking,	and	joining	the	one-third	of
the	U.S	 student	 body	 that	 pays	 tuition	with	 their	 credit	 cards.42	 Fading	 fast
were	 the	 college	 dreams	 of	 her	 younger	 sister.	Newly	 graduated	 from	 high



school,	 she	was	 about	 to	 join	 her	mother	 on	 payroll	 at	 their	 local	Walmart
Supercenter	to	help	tide	over	the	family.

Public	burning	of	Sallie	Mae	student	debt	statement,	with	Reverend	Billy	officiating,	1T	Day,
April	25,	2012	(courtesy	Sarah	McDaniel)

Before	 it	 achieved	 higher	 visibility	 through	 the	Debt	 Resistors’	 Operations
Manual	 and	 the	Rolling	 Jubilee	 (described	 in	 the	 last	 chapter),	 Strike	Debt
built	its	base	around	the	movement’s	coming-out	ritual	by	holding	a	series	of
“debtors’	 assemblies”	 every	 Sunday	 in	 New	 York	 City	 parks.	 Largely
unstructured,	 these	were	open	 invitations	 to	 speak	out	publicly.	The	 crowds
were	 small	 enough	 for	 some	 intimacy,	 and	 the	 atmosphere,	while	 informal,
was	 often	 electrifying.	 It	 was	 heart-rending	 to	 hear	 speakers	 bear	 witness
about	how	debt	had	blocked	their	aspirations	and	forced	them	into	decisions
they	 deeply	 regretted.	 Many	 spoke	 of	 long	 bouts	 of	 depression,	 some	 of
divorce	and	personal	loss,	while	others	described	the	kind	of	future—owning
a	 home,	 having	 children—they	 believed	 was	 now	 hopelessly	 unattainable.
Parents	 stood	up	 to	 agonize	 about	 their	 responsibility,	 as	 co-signers,	 for	 the
loans	of	their	now	unemployed	offspring.	A	fellow	activist	reminded	us	of	an
even	 more	 harrowing	 predicament:	 She	 had	 contracted	 a	 life-threatening
ailment,	 and	 the	 bitter	 prospect	 of	 dying	 young	 was	 sharpened	 by	 the
knowledge	that	her	low-income	parents	would	inherit	her	debts.



NOT	MARRIED	TO	THE	MOOC
In	the	absence	of	an	organized	student	debt	movement,	policymakers	will	take
their	cues	from	the	solutions	offered	by	business	and	administrative	elites.	A
currently	 favored	 one	 comes	 in	 the	 form	 of	 the	 technical	 fix	 known	 as
MOOCs.	 The	 tidal	 wave	 of	 hype	 attending	 their	 rollout	 in	 2011-2012	 was
unusual,	even	by	Silicon	Valley’s	standards	for	next-generation	technologies.
Even	 so,	 the	 MOOC	 concept	 is	 not	 all	 that	 innovative.	 After	 all,	 online
education	has	been	the	mainstay	of	for-profit	colleges	 like	 the	University	of
Phoenix	 for	 more	 than	 a	 decade,	 and	MIT’s	 OpenCourseWare	 launched	 as
early	 as	 2002.	 Nor	 is	 the	 open	 access	 broadcasting	 model	 a	 breakthrough.
Radio	was	widely	 envisaged	 as	 a	medium	 of	 instruction	 in	 the	 1920s,	 and
Britain’s	 Open	 University	 has	 been	 conducting	 multimedia	 teaching	 and
issuing	 degrees	 to	 millions	 from	 the	 early	 1970s.	 But	 the	 pioneer	 MOOC
providers	 (two	 Silicon	Valley	 startups,	Udacity	 and	Coursera,	 and	 the	 non-
profit	EdX)	launched	at	exactly	the	time	that	policymakers	were	looking	for	a
magic	bullet	to	make	higher	education	more	accessible	and	affordable.	It	was
telling	that	the	proposed	cure	came	in	the	form	of	encouragement	for	venture
capitalists	to	treat	colleges	as	a	fresh	source	of	profit.	In	the	case	of	non-profit
EdX,	 the	 solution	 was	 an	 elite	 formula	 (“Ivy	 League	 for	 the	 masses”)	 for
communicating	the	“sage	on	the	stage”	wisdom	of	star	professors	at	exclusive
universities	 like	 Harvard,	 MIT,	 Berkeley,	 McGill,	 and	 Georgetown	 to
audiences	of	lesser	mortals.	For	many	of	their	critics,	MOOCs	represented	a
new	 front	 in	 the	 race	 to	 privatize	 higher	 education.	 Others	 saw	 the	 EdX
transmission	 model	 as	 a	 recipe	 for	 further	 devaluing	 credentials,	 since	 a
MOOC	 degree	 would	 presumably	 carry	 even	 less	 weight	 in	 the	 world	 of
employment.

Some	economists	were	quick	to	see	the	MOOC	as	a	solution	to	the	“cost
disease”	 diagnosed	 by	 William	 Baumol	 in	 the	 1960s.	 According	 to	 this
theory,	 originally	 advanced	 in	 a	 study	 of	 the	 performing	 arts,	 costs	 are
condemned	to	rise	in	labor-intensive	industries	like	health	care	and	education
because	 they	 cannot	 take	 advantage	 of	 productivity	 increases	 through
automation	or	technological	innovation.43	The	problem	with	using	this	theory
to	 explain	 skyrocketing	 tuition	 is	 that	 there	 is	 no	 evidence	 of	 appreciable
growth	 in	 instructional	 costs.	 As	 Rudy	 Fichtenbaum	 and	 Hank	 Reichman
point	out,	public	college	salaries	have	actually	been	stagnant	or	in	decline	for
some	 time:	 “the	 average	 salary	 for	 a	 full-time	 faculty	 member	 at	 a	 public



institution	in	1999-2000	was	$77,897.	In	2011-12,	the	same	figure	in	constant
dollars	 was	 $77,843.”44	 Factor	 in	 the	 overall	 cost	 savings	 from	 the	 rapid
casualization	 of	 college	 teaching—a	 vast	 majority	 of	 instructors	 are
contingent	 employees	 now—and	 the	 decline	 is	 even	 more	 pronounced.	 By
contrast,	 the	 corresponding	 rise	 in	 administrators’	 salaries	would	 be	 a	more
relevant	 factor,	 but	 the	 costs	 of	 bureaucracy	 are	 not	 central	 to	 the	 Baumol
Effect.

Only	in	a	skewed	neoliberal	universe,	where	everything	is	valued	for	 its
capacity	to	produce	revenue,	would	education	and	healthcare,	not	to	mention
the	arts,	be	obliged	to	show	relative	market	efficiencies.	Yet	even	in	countries
which	regard	these	sectors	as	essential	social	services	and	not	as	“industries,”
the	cost	of	provision	by	the	state	is	much	lower	than	the	price	outcomes	of	the
market	mechanisms	 increasingly	 favored	 in	 the	U.S.	Reflecting	 on	 the	 cost
disease	model	in	a	more	recent	book,	Baumol	notes	that	a	society	that	benefits
from	 increasing	 wealth	 could	 choose	 to	 subsidize	 the	 relative	 costs	 in	 an
“inefficient”	 sector	 like	 education	 and	 healthcare.45	 After	 all,	 this	 is	 what
many	 other	 countries	 do,	 through	 general	 taxation,	 in	 the	 conviction	 that
public	education	and	public	health	generate	indispensable	benefits	to	society
at	large.

In	the	U.S.	system,	however,	the	burden	of	proof	of	education’s	value	falls
on	 each	 individual’s	 cost-benefit	 analysis—i.e.	 the	 balance	 between	 upfront
costs	in	student	loans	and	lifetime	benefits	in	income	returns.	In	response	to
mounting	concerns	about	the	student	debt	burden,	more	and	more	data	has	to
be	 presented	 to	 support	 the	 belief	 that	 “investing”	 in	 a	 college	 education
produces	 real	 economic	 value.	 The	 returns	 to	 college	 attendance	 are	 often
computed	to	be	higher	than	other	investments,	such	as	stocks,	bonds,	and	real
estate.46	 Over	 the	 span	 of	 a	 lifetime,	 the	 worth	 of	 a	 generic	 undergraduate
degree	 has	 been	 estimated	 at	 anything	 from	 $650,000	 to	 $2.7	 million.47

Defenders	 of	 the	 current	 loan	 system	 seldom	 fail	 to	 point	 out	 the	 projected
value	 of	 this	 investment,	 reinforcing	 the	 mercenary	 equation	 between
education	 and	 financial	 return.	 Yet	 a	 recent	 Demos	 report	 estimated	 that	 a
student	who	graduates	with	 a	 bachelor’s	 degree	 from	a	 four-year	 university
with	$53,000	 in	debts	 faces	a	 lifetime	wealth	 loss	of	nearly	$208,000.48	By
that	 same	 reckoning,	 the	 $1.2	 trillion	 in	 outstanding	 student	 loan	 debt	 will
lead	to	total	lifetime	wealth	loss	of	$4.5	trillion	for	indebted	households,	with
most	 of	 the	 losses	 resulting	 from	 lower	 retirement	 savings.	 For	 households



with	 larger-than-average	 levels	 of	 student	 debt—students	 from	 low-income
families,	 students	 of	 color,	 and	 for-profit	 college	 students—the	 losses	 are
much	 higher.	 Every	 loss,	 moreover,	 is	 someone’s	 gain,	 and	 so	 it	 is	 just	 as
accurate	to	represent	these	figures	as	profits	for	the	creditor	class.

Whether	 or	 not	 they	 swallow	 the	 crude	 conception	 of	 self-worth	 that
regards	education	solely	as	an	income-generator,	most	students	have	generally
aspired	to	end	up	in	the	top	quintile	of	earners.49	But	with	the	top	1	percent
increasingly	siphoning	off	 the	 lion’s	share	of	wealth,	even	 this	promise	of	a
good	return	has	weakened.50	Chronic	underemployment	for	college	graduates
in	 the	 worst	 labor	 market	 since	 the	 Great	 Depression,	 combined	 with	 the
absence	of	any	prospect	of	debt	relief,	has	fueled	talk	of	a	“lost	generation.”
The	more	proactive	debtors	are	contemplating,	or	are	already	pursuing,	a	life
“off	 the	 grid,”	 beyond	 the	 surveillance	 orbit	 of	 the	 credit	 bureaus,	 and	 the
grasping	 reach	 of	 the	 banks	 and	 debt	 collectors.	 Stunned	 by	 the	 double
standard	 displayed	 by	 the	 government’s	 lavish	 debt	 relief	 for	 Wall	 Street,
many	others	are	awaiting	a	debtors’	movement	with	the	common	strength	and
guts	to	reclaim	the	future	from	the	grip	of	the	creditocracy.

When	all	of	life	is	declared	to	be	open	for	business,	and	social	goods	are
viewed	as	eligible	profit	centers,	why	should	a	particular	sector	like	education
be	 considered	 off-limits?	 Michael	 Sandel	 has	 argued	 that	 there	 are	 sacred
areas	 of	 social	 and	 cultural	 activity	 where	 the	 profane,	 amoral	 logic	 of
markets	does	not	belong.	Among	those	he	cites	are	schools,	hospitals,	prisons,
armies,	 law	 enforcement,	 the	 legislature,	 motherhood,	 and	 the	 biosphere.
“Markets,”	he	observes,	“leave	 their	mark”	by	altering	 the	goods	 they	 trade
in.51	They	should	be	kept	 in	their	place,	he	argues,	because	the	mentality	of
self-interest	 that	 they	 install	 lingers	even	after	 they	have	been	chased	out	of
the	proverbial	temple	of	sacred	goods.

Because	the	tendency	to	commodify	everything	in	sight	 is	an	inexorable
part	of	capitalist	logic,	efforts,	like	Sandel’s,	to	separate	God	from	Mammon
in	the	sphere	of	education	have	long	been	a	losing	battle.52	But	marketization
of	social	goods	is	one	thing,	while	extracting	rents	from	a	lifetime	of	debt	is
quite	 another	 matter.	 In	 the	 case	 of	 student	 debt,	 access	 to	 the	 good	 of
education	is	not	being	sold	as	a	market	commodity,	at	least	not	in	the	way	that
a	 house	 or	 an	 automobile	 is	 purchased	 or	 traded.	 After	 all,	 education,	 like
health,	 is	 an	 inalienable	 good,	 with	 no	 resale	 value.	 Profiting	 from	 student
debt	 is	 therefore	a	way	of	preying	upon	all	 the	personal	and	public	benefits



that	an	individual	education	might	generate.	In	the	case	of	the	commonweal,
those	benefits	 can	 long	outlast	 that	person’s	 lifetime.	Think	of	 the	 enduring
legacies	 of	 great	 works	 in	 the	 field	 of	 culture,	 science,	 philosophy,	 and
scholarship	 in	 general.	 An	 educational	 debt	 load	 can	 exact	 a	 lifetime	 of
economic	 constraints	 on	 individuals.	 But	 the	more	 debilitating	 shackles	 are
those	 placed	 on	 our	 mental	 life,	 where,	 like	William	 Blake’s	 “mind-forg’d
manacles,”	they	will	curb	the	impulse	to	free	inquiry—the	wellspring	of	any
liberal	society—and	stifle	any	gains	to	society	as	a	result.

This	 is	why	 student	 debts	 should	 be	 regarded	 as	 profoundly	 anti-social.
They	 are	 hostile	 to	 the	 common	 good	 and	 inimical	 to	 human	 development.
Just	as	sharply	as	other	forms	of	household	debt,	they	reinforce	and	magnify
patterns	of	social	inequality.	The	1965	Higher	Education	Act,	which	initiated
federal	student	 loans,	was	framed	as	a	remedy	for	 low-income	and	minority
populations	whose	access	to	educational	opportunity	had	been	blocked.	Yet	it
also	ushered	in	a	system	of	debt-financing	that	ended	up	encumbering	those
with	the	least	resources.	At	this	point,	the	choices	are	increasingly	stark.	We
can	 carry	 on	 watching	 legislators	 clash	 swords	 over	 percentage	 rates	 on
Capitol	Hill.	Or	we	can	judge	this	spectator	sport	to	be	sadistic,	and	directly
challenge	the	cruel	transaction	that	it	perpetuates.	Student	debt	refusal	almost
certainly	would	be	an	act	of	civil	disobedience,	but	it	might	also	be	the	first
step	 in	redeeming	the	future	of	education,	and	 the	productive	 life	 that	 flows
from	it.


