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Student loans

Outstanding student loan debt > $1.6 trillion (FRBNY 2021)

Federal student loans have benefits and costs

•Increased financial resources and time for coursework

•Risk of delinquency and default after entering repayment 

(Looney & Yannelis 2015)

The presentation of loan offers (“packaging”) in financial aid 

is a consequential decision

•>50% of community colleges do not package loans

•Packaging loans can increase community college student 

attainment (Marx & Turner 2019)



This study

How does the presentation of student loans affect 

borrowing, credit, educational attainment, and earnings?

Are loan packaging and borrowing “worth it?”

Randomized Control Trial:

•Community college + four-year college in large system 

(AnonU)

•Financial aid award does/does not include loan offer

•When included, offered loan amount varies

•Students’ eligibility is unaffected



The experiment

FAFSA applicants randomly assigned to loan packaging

•2019-20 (cohort 1), 2020-21 (cohort 2) , and 2021-22 

(cohort 3), and 2022-23 (cohort 4)

•Control group: no loans

•Treatment group split between high and low loan offers



Example award letter: 

Treatment group



Example award letter: 

Control group



The experiment

Default loan = $0

•Students at four-year college could accept, reduce, 

decline loan online

•CC students who wanted to borrow had to visit financial 

aid office and fill out Direct Loan processing form

Changes to CC award letter language after cohort 1

Initial treatment-arm assignment maintained across 

colleges and years where applicable



Experimental sample: 

the 4-year college



Experimental sample: 

the 2-year college



Findings: 

Borrowing, 

year 1 

(4-year)



Borrowing amounts: the 4-year



Borrowing amounts: the 2-year



Findings: enrollment (2-year)



Findings: enrollment (4-year)



Findings: credits (4-year)



Findings: graduation (4-year)



Discussion

Evidence of positive effects on human capital 

accumulation… in more ways than previously observed

Enrollment effects to be examined further

•Effect on enrollment at AnonU vs. other colleges and 

universities

•Effect on enrollment at experiment sites vs. other AnonU 

colleges

•Heterogeneity: past borrowing, application to other AnonU 

colleges, new vs. returning

Outcomes coming soon: employment and earnings
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