June 17, 2022

The Honorable Joseph R. Biden, Jr. The Honorable Kamala D. Harris
President of the United States Vice President of the United States
1600 Pennsylvania Avenue, NW 1600 Pennsylvania Avenue, NW
Washington, DC 20500 Washington, DC 20500

Dear President Biden and Vice President Harris:

The undersigned civil rights, student, community, and consumer advocacy organizations, along
with faith leaders from across the country, urge you to use the authority of executive action to
cancel $50,000 of federal student loan debt per borrower to stimulate the economy, bridge the
racial wealth gap, and alleviate the financial suffering of millions of Americans, including Black
women. While women carry around two-thirds of student debt, Black women are more than
twice as likely as white men to owe more than $50,000 in undergraduate student loan debt.*

Please consider the following:

Americans carry more than $1.6 trillion in student debt. That number has grown by more than
$20 billion in each of the last twenty years—including throughout the pandemic.? While we
appreciate the short-term pause on student loan payments, it is only a band-aid solution.
According to a recent report from the Consumer Financial Protection Bureau (CFPB), 15 million
student loan borrowers are at risk of delinquency when the federal student loan payment pause
ends on August 3153 In light of this evidence, we ask you to extend the payment pause and cancel
student debt.

As highlighted in a letter sent to you last year by more than 300 faith leaders and organizations,
“the pause did nothing to reduce the overall balances that many shoulder,” the groups said. “It
is crucial that substantial, broad-based student debt cancellation be ordered immediately.”

The student debt crisis is pervasive and detrimental for borrowers. Student debt depresses the
purchasing power of 45 million Americans and prevents millions from starting families, buying
homes, investing in local economies, starting businesses, and going back to school.*

The burden of student debt is disproportionately felt by the historically marginalized. Due to
systemic inequality in accessing higher education and employment opportunities, Black students
borrow at higher rates and are more likely to struggle during repayment than their white
counterparts. Additionally, women hold two-thirds of the country’s student debt and on average
borrow $3,000 more than men, but—because of the wealth and wage gap—find it more difficult
to repay their loans.> While a typical white male borrower pays off almost half of their balance
within 12 years of starting college, the balance of a typical Black female borrower grows by 13%.°

The student debt crisis affects more than millennials. In recent years, the number of student
borrowers over the age of 60 has quadrupled. As of 2017, nearly 40% of student borrowers over
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the age of 65 were in default. As older borrowers struggle to repay student debt they took out
on behalf of their children, grandchildren, and themselves, their Social Security can be garnished.
Older borrowers are almost twice as likely to report skipping medical treatment than older
consumers without student loans.”

Student debt cancellation will stimulate the economy and benefit all Americans—not just
borrowers burdened with debt. A 2018 Levy Economics Institute report found that student debt
cancellation would not only boost GDP, but would also reduce unemployment, producing
economic gains that mitigate its budgetary cost. Further analysis suggests cancellation will spur
the formation of small businesses and cause an increase in homeownership.8

Limiting cancellation by income will miss huge numbers of borrowers in dire need. It will also
leave millions of borrowers with the exact monthly payment they previously had; thus, negating
the purpose of cancellation. Limiting cancellation by income does not target the neediest
borrowers, and in fact, will leave a substantial number of them with unaffordable debt, and
paired with $10,000 cancellation penalizes poor people who have worse debt-to-income ratios.

Cancelling $50,000 per borrower would help bridge the racial wealth gap. Student debt is more
burdensome for lower-income borrowers, particularly Black and Latino borrowers. Cancellation
of $50,000 would provide immediate relief to more than 75 percent of all borrowers.? Cancelling
$10,000 has a negligible impact on the racial wealth gap, as compared to cancelling $50,000 or
more. To truly narrow the widening racial wealth gap, cancelling all student debt or at least
$50,000 would facilitate your larger economic agenda as well.

After cancellation, additional reform is needed to end the cyclical nature of this crisis. While
we welcome the changes made to income-driven repayment (IDR) by your Administration, the
Department of Education needs to address past failures and ensure that program
mismanagement by servicers is not repeated. Cancellation of $50,000 per borrower would help
struggling students who may not be covered by IDR or other forms of forgiveness such as Public
Service Loan Forgiveness (PSLF).

Interest rates on loans should be set at zero percent. Setting the interest payment at zero
encourages paying down the principle and discourages paying interest, which has been a barrier
to repayment. Eliminating interest rates would eliminate the possibility of interest capitalization,
which happens when interest goes unpaid and essentially compounds upon itself. Since interest
is charged as a percentage of loan principal balance, capitalization can lead to runaway balance
growth. Studies have shown that interest accrual and capitalization can trap student loan
borrowers in debt for decades.

An urgent need and a unique opportunity have converged. The student debt crisis threatens the
transformative power of higher education and the ability to build wealth during one’s lifetime.On
behalf of the 45 million Americans burdened by student debt, we, the undersigned, ask the
Biden-Harris Administration to immediately order across-the-board student debt cancellation.



Sincerely,
The undersigned.
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