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Robert Applebaum

more money to spend. In the petition Applebaum wrote:

Student loan debt has become the latest financial crisis in America
and, if we do absolutely nothing, the entire economy will eventually
come crashing down again, just as it did when the housing bubble
. Popped. ... . [T]hose buried under the weight of their student loan debt
- are not buying homes or ars, not starting businesses or families, and
'~ they're not investing, inventing, innovating, or otherwise engaged in
any of the economically stimulative activities that we need all Ameri-

~cans to be engaged in if we're ever to dig ourselves out of the giant hole
. created by the greed of those at the very top.

We reprint here a short essay Applebaum later publishe

d, in 2012, in the Hill, a
Washington, D.C, publication.

Congress debates the extremely narrow issue of whether to

d the Current 3.4 percent interest rate on Feders tudent Loans, or
1at rate expire and, thus, double to its previous level of 6.8 percent,
Sides of the aisle are missing an opportunity to do something

2 deCiSiVe, and bold:"adopt legislation th at_forgives excessive stu-

17
=020 deby after a reasonable repayment period.
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Representative Hansen Clarke (D-MI) introduced an unprec-

edethch—_pié'tE—of' le_g"mTaﬁio_n_iﬁ_ March —HR 4170, The Student Loan
Forgiveness Act of 2012, in response to OVer 660,000 people who |
signed a petition I started in favor of student loan forgiveness. Ye,
despite the public outcry, only one member initially stepped up to put |
his name and reputation on the line in order to draw attention to the

~ever-growing crisis of student loan debt. Rep. Clarke has taken on the
role of Champion for MW%miuion Americang
who are drowning under the weight of their student _loan debts. A
new petition [ started in favor of HR-4170-carfently has over 939,000
signafures.

The Student Loan Forgiveness Act of 2012 is not a free ride, nor i |
it a bailout. It's a recognition that millions of Americans have grossly
overpaid for their educations, due in part to governmental interference
in the marketplace-}itb:t_h@f&\_’;aﬂabili}wf—soﬁ much_seemningly “free §
money” availabie:fg_a_ml_g‘ with a pulse who wants to take out a sty- |
dent Toan, colleges and universities have had no incentive to_keep costs
down—and they haven't. The outrageous COSts of obtaining a college
education or beyond today have very little to do with the inherent value
of the degrees sought; rather, it has much more to do with brand new
stadiums and six-figure administrative salaries. Alter all, if the degrees
obtained today were worth the increased cost to obtain them, compared
with thirty to forty years ago, then shouldn’t those degrees also yield
greater salaries upon graduation? !

Tuition rates continue to soar and students are required to go further
and further into debt each year, merely to obtain an education. Every
other country in the industrialized world has figured out how to pay for
higher education for its citizens, but here in America, we_continue to
treat education as a commodity that b@l obtain-

ing_thg,c_dlmaﬁen,—pather__fh_eir_x_ what it truly is: a public good and
investment in our i ture as a country. 1 :

dcation should be a right, not a commodity reserved only for
rich or those willing to hock their futures Hance (not a gu
antee) to get a job. Gone are the days when tuition rates had any kind}
of rational connection to the salaries one could expect upon graduat:
ing. With each passing year, students are left with no choice but to bor
row more and more through both Federal and private student loans t
finance their educations, as if the degrees obtained today are worth any’
more than they were a generation or two ago. In fact, they're L fa
far less than in_years past, precisely because-o ~the high-cost-of Wil
combined with the ,dc_cimated_job-marke,L.where_middle;ClaSS— wage
have gone down, not up, over the last decade. :
B Pyt TR I, hat .
We've long ago passed tite-peint where we have become Wi<:?
friend, Aaron Calafato, writer, d?rléor, and star of the play Fo il
S o “ to P

would call_a “borrow to work society. Far worsethan ~pay ™ =4
i
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. 1o work is @ modern form of indentured servitude, where mil-
:9 { ericans are told since birth that, in order to get ahead, they
:S--zbtain a higher education.

"-:.What they aren’t being told, however, is that, in order to obtain that
cation, students must necessarily mortgage their futures and spend
b rest of their lives paying back the loans that gave them the “privi-
ber of working at jobs they hate for salaries that simply do not allow
b to make ends meet.

How do we ever expect the housing market to improve when the
iy people we rely upon to purchase homes— college grads and profes-
fnals—are graduating with mortgage-sized debts that they can neither
be in, NOT USE as intended in today’s job market?
| Are we content to live in a society where only the privileged few
fe able to obtain an education without sacrificing their future? Do
e really want to price the middle and working classes out of public
rvice? And who's going to be buying cars, starting businesses, and
aking inggstmgﬁﬁ in our future if not the middle class? We're not
bt an oligarchy, but we're fast on onr way toward becoming one if
e knowingly-fail to address this ever-growing crisis, before it’s too
ite.
] Unfortur}a_tel-\
merica-isqor a¢iling, merely a disturbing milestone along he na1i0n71 /

lath'to poverty. Ig/ Oengress does nothing, it'll only get worse. ¥y

=\
5|

~
f L

opIcs FOR CRITICAL THINKING AND WRITING

an his first paragraph Applebaum speaks of “excessive” student debt.
Whom does he blame for this debt—students, colleges, lenders, or
someone else? And in this context, is he committing the fallacy of beg-
ging the question (on this fallacy, see page 374)?

2. In the fifth paragraph Applebaum says that education —meaning higher
. education—should be a right. In the United States, education through
high school is of course free—is a right—though one can argu¢ that
there really is no such thing as «free”education (or “free” medical care,
etc.); somebody pays for it. Should all citizens have a right to (presum-

ly free) post-high school education? Does this inciude programs i
vpcatiorial training? Explain.

. By the end of the sixth paragréb_l': if not earlier, it is evident-that Apple-

baum is furious with the present system. Do you thirtk his essay would
be more persuasive if he were less evidently angry?@a’in—. '

—_—

the—$1Trllion in student loan-debt outstanding in » !
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ANALYZING A VISUAL: STUDENT LOAN DEBT

Student loan debt impacts millions

The New York Federal Reserve estimates 37 million Ameri-
cans have student loan debt, totaling $870 billion.

Outstanding student Delinquent student loan

loan debt, by loan holders borrowers in repayment cycle,
Q3 2011 (20 million borrowers)

Pr!vate loans: 15% Pasf balance due: 27%

s ooyl s

Feder'al government No past b'alance due;
loans: 85% balance decreasing: 73%

Breakdown of loan balance Past due student loan balance
by age, Q3 2011 ($870 billion total) by age, Q3 2011 ($85 billion total)

Under 30: ~._ 30to39: Under30: \ 30 to 39:
33.9% L h, 328% { 34.2%
: \ i - i

Age
not S e
known: d 9 - )

- RICh P 40 1o 49:
e A 1649 ARt
60 and over: : over
4.2% 11.3% 4.8%

Average student debt for 2010 college graduates, in thousands

§20K $25K $30K

SOQURCE: Institute for College Access & Success, Project on Student AP
Debt; Federal Reserve Bank of New York

Toric For Crrticar THINKING AND WRITING

Briefly, what argument do you think this infographic makes? What partic

pects of college education and the career market might it be critical of, an§
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. qustin Wolfers
T
\ justin Wolfers, an economist at the Wharton School, University of Pennsylvania,
s invited by Preakonomics fo conuner -+ Applebaum’s idea in i
etition Signon.or at forgiving student loan indebtedness would stimulate
tfiz nation’s economy: Freed from debt, Applebaum argued, consuners would
o gpend thousands of additional dollars, which would then encourage businesses
% " o hire more workers to meet the increased demand for goods. (The argument
o " that forgiveness of loans will stimulate job growth is offered also in Congressmai
O (larke's The Student Loan Forgiveness Act 0f 2012 [HR 4170]). 1\
- We reprint Wolfers's contribution to Freakonomics, Septembef 19, 2011

B When he wrote this short piece, in 2011, Applebaum's petition had 300,0W ﬁﬂ

natures. Itnow has well over a million signatures. —_—

\
P

¥ -' s
Forgive Student Loans? Worst Idea Ever

e Let's look at this through five separate lenses:

8 . {_L Distribution: If we are going to give money away, why on earth
~ would we give it 10 college grads? This is the one group who we know

® typically have high incomes, and who have enjoyed income growth over

4 the past four decades. The group who has been hurt over the past few

'} decadesis high school dropouts.

) Macroeconomics: This is the worst macro policy I've ever heard of.

F 5 you want stimulus, you get more bang-for-your-buck if you give extra
y
i

dollars to folks who are most likely to spend each dollar. Imagine what
would happen if you forgave $50,000 in debt. How much of that would
get spent in the next month_or year? Probably just a couple of grand
(if that). Much of it would go into the bank. BUT givT'ﬂMch
noor people, and nearly all of it will get spent, yielding a larger )p
1 U Moreover, it’s not likely that college grads are the ones who are
Liqwidity-constrained. Most of ‘em could spend more if they wanted to;
A after all, they are the folks who could get a credit card or a car loan fairly
;i W‘)‘ easily. It's the hand-to-mouth consumers—those who can’t get €asy ac-
ress to credit—who are most likely to raise their spending if they get the
" a dollars.
{ ducation Policy: Perhaps folks think that forgiving educational : :
] 4ns will lead more people to get an education. No, it won't. This is a i
proposal to forgive the debt of folks who already have an education.
Want to increase access to education? W&
or subsidize those who are yet to choosé whe ngo__.go_to.school. But
this proposal is just a Tamp-sum transfer that won't increase ‘education
attainmenfrsemﬁfﬁﬂmaﬁ?ﬁ/ﬂ
@ PH&'WMW kids who don’t want to pay 5
€lr loans backM@Mm
alar as- next recession? More lobbying for free money, rather than doing some-

1why? thing sodially constructive. Moreover, il these guys succeed, others will

i

i

aast
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try, too. And we’ll just get more spending in the least socially productivi
part of our economy—the lobbying industry.
= Politics: Notice the political rhetoric? Give free money to us, rathe
an “corporations, millionaires, and billionaires.” Opportunity cost is or
of the key principles of economics. And that principle says to compar
your choice with the next best alternative. Instead, they’re comparing i
with the worst alternative. So my question for the proponents: Why giv
money to college grads rather than the 15 percent of the population i
poverty? ~— —
— Conclusion: Worst. Idea. Ever.
And I bet that the proponents can't find a single economist to sup

M port this idiotic idea.

Torics ror CriticAL THINKING AND WRITING |

1. What do you think of Wolfers's suggestion that if we want individuals
/ put money into circulation, it makes more sense to give $1,000 to eag
of fifty poor people than to forgive $50,000 of a college graduate’s deby

@Would Wolfers’s essay be more effective if he omitted his final paragrap}
Or if he reversed the sequence of the last two paragraphs? Explain.

3. Imagine that you are Applebaum. Write a response to Wolfers.




