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Abstract 

This paper 



 

Introduction 

Workers who have attended college increasingly begin their working lives with a 

financial responsibility not shared by prior generations: paying off substantial student loan debt.  

In 1993, 47 percent of graduates had student loans, but the debt burden was typically low – 

borrowers owed around $10,000 on average (in 2013 dollars).  Today, 70 percent of graduates 

have loans and the average debt burden has tripled to $30,000.1  The rapid rise in student debt 

has clearly weakened the balance sheet of younger workers.  How have they responded?  Some 

students may cut back on consumption.  Others might rack up other types of debt; indeed 

previous research has found that higher student debt burdens are associated with decreased 

creditworthiness (Gicheva and Thompson 2013).  Alternatively, student borrowers may reduce 

their retirement saving, opting to shore up short-term needs at the expense of the longer run.  

Given the rapid rise in student debt and the increasing importance of individual retirement 

saving, a natural question arises: how does the presence of student debt affect young adults’ 

decisions to save for retirement, and how does it alter early-career asset accumulation?   

While the popular press has aired concerns that rapidly rising student debt could set back 

efforts to save for retirement (e.g., Nason 2014), the academic literature on the relationship 

between student loan debt and retirement saving, especially at younger ages, has been thin.  The 

lack of research likely stems from the recency of the problem – in just 14 years, the national total 

of outstanding student loan debt has more than tripled in real terms (Federal Reserve Bank of 

New York 2018) – and the shortcomings of the data typically used to answer questions about 

savings and debt.  Nearly all of the existing studies reviewed below use the Survey of Consumer 

Finances (SCF), a nationally representative cross-sectional dataset.  Because of the rising 

incidence and amount of student debt, young adults are most likely to be impacted by this issue.  

Yet the SCF includes only a small number of young adults, which may lead to noisy results.2  

Perhaps as a result, existing studies often include older households, whose educational debt 

likely arose later in life when they helped finance their children’s education, rather than when 

they were young themselves. 

 
1 The Institute for College Access and Success (2014). 
2 The SCF included just 1,623 individuals under age 40 in 2013, and only 616 had student loans.  The Health and 
Retirement Study also collects information on assets and debt – and longitudinally, unlike the SCF – but includes 
very few adults under age 50. 
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Moreover, the SCF contains little information on the individual’s family background, 

college quality, or underlying intellectual ability, all of which are likely correlated with the need 

to take out a student loan and with one’s propensity to save for retirement.  Failing to control for 

these factors may lead to surprising results.  For example, students with larger student debt loads 

may actually have more retirement saving at age 30 – not because of the debt per se, but because 

that debt was accumulated while completing a degree at an elite private university and/or 

pursuing an advanced degree that led to a higher-paying job.  Alternatively, the relationship 

between student debt and retirement saving may be overstated in the absence of these controls – 

for example, students who attend for-profit universities take out larger student loans but also 

disproportionately come from disadvantaged backgrounds that may leave them less familiar with 

the retirement saving infrastructure (Deming, Goldin, and Katz 2012; Lang and Weinstein 2013).  

Indeed, in research focusing instead on homeownership, the negative relationship with student 

debt diminishes to statistical insignificance after controlling for similar factors (Houle and 

Berger 2015). 

To overcome these shortcoming, this project uses the National Longitudinal Survey of 

Youth 1997 Cohort (NLSY97), which samples a larger cohort of recent college graduates than 

would be available in standard surveys of household finances, and includes rich information on 

students’ family background, college quality, and intellectual ability.  Whereas some previous 

studies examined wealth accumulation in general, this study focuses more narrowly on 

retirement plan participation and assets.  Importantly, the controls provided by the NLSY97 

allow the project to analyze students who differ with respect to their levels of student debt but 

are otherwise similar in most other observable characteristics.   

 The results indicate that young workers with student loans are just as likely to participate 

in retirement plans as those without loans.  But college graduates with debt actually accumulate 

only half as much in retirement assets by age 30 than graduates with student debt.  Interestingly, 

young workers with bachelor’s degrees seem to respond to the mere presence of a student loan, 

but not the amount of debt – those with small and large loans accumulate similar retirement asset 

levels.  For those that attend college and do not graduate, participation rates and retirement 

wealth accumulation are similar whether or not they had student debt. 

 The paper proceeds as follows.  The first section describes the state of the literature on 

how student debt affects retirement savings and other markers of financial and economic 

maturity.  The second section describes the NLSY97 data.  The third section outlines the 
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econometric strategy used in this study.  The fourth section reviews the results, and the final 

section concludes that young college graduates with loans are just as likely to save for 

retirement, but their lower monthly contributions result in less retirement wealth accumulation 

by age 30. 

 

Previous Literature 

This study builds off of the few previous studies that examine the relationship between 

retirement saving and student debt.  The most relevant is Elliott, Grinstein-Weiss, and Nam 

(2013), which finds that having a student loan reduces retirement savings accumulation by about 

40 percent, though they find no relationship between the size of the student loan debt and saving 

for retirement.  Their analysis is limited, however, by the insufficient coverage of younger 

households in the SCF.  Their sample includes households headed by respondents as old as 60, 

who may have racked up student debt paying for their children’s tuition rather than their own 

education, and who may have very little debt relative to recent graduates.  This sample limitation 

means that the analysis is not focused on how workers are influenced by their own student loans 

early in their lives.3  

Other studies have examined the association between student debt and financial well-

being more generally, without focusing on retirement saving in particular.  Cooper and Wang 

(2014) find that homeowners with student debt have substantially less financial wealth than 

homeowners who attended college without student loans.  Fry (2014) finds that net worth is 

much lower for households with student debt, in particular if college attendees did not graduate.  

Gicheva and Thompson (2015) find that greater student loan debt is associated with greater 

credit constraint and greater risks of bankruptcy and falling behind on other debt payments.   

Another common hypothesis is that student debt reduces homeownership, with numerous 

studies documenting reduced homeownership rates as loan balances increase.4  This reduction, in 

turn, cuts into assets that would be available to support oneself in retirement.  However, Houle 

and Berger (2015) find no association between student debt and homeownership rates.  Their 

 
3 Other researchers have noted that while it would be useful to examine the impact of student loan debt on 
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study, like ours, uses the NLSY97, citing its larger sample of younger households and ability to 

control for factors that the SCF and other datasets usually lack that bias the relationship.5 

A few studies examine non-financial markers of adulthood, such as marriage and 

parenthood.  Chiteji (2007) finds no statistically significant relationship between student debt 

and either marriage or parenthood, but Addo (2014) and Gicheva (2016) find that young adults 

with student debt are less likely to marry, and Nau, Dwyer, and Hodson (2015) find that young 

women with high student debt levels delay motherhood. 

Data 

This study uses the NLSY97, which collects information about the transition from 

childhood to adulthood for American youths, including educational experience (and how it is 

paid for) and labor market outcomes.  The NLYS97 began with 8,984 individuals born between 

1980 and 1984, interviewing them and their parents for the first time in 1997.  Follow-up 

interviews were conducted annually until 2011, and biennially thereafter.  Respondents are ages 

29-33 by 2013, which is the last wave used in this paper. 
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is based on couples while the independent variable is based on the individual, the results 

restricting the sample to single individuals are included as a robustness check. 

The NLSY97 also collects many variables that are unavailable in cross-sectional finance 

surveys such as the SCF.  First, it includes detailed data on 
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Table 2 tabulates the proportion of the sample with a student loan, separately by whether 

the respondent completed a four-year degree.  The sample includes more than 1,400 individuals 

with student loans, more than triple the sample size available in the SCF for a comparable age 

range.  Among those with loans, approximately three-quarters have a degree, but only 41 percent 

of those without loans have a degree.  Among degree holders, nearly 47 percent never had loans 

or, at least, have no outstanding debt at the age-25 interview.9   

Methodology 

The analysis estimates regression models where the dependent variable, !!,#$, is: 1) an 

indicator for participating in any employer-sponsored retirement plan by age 30, whether or not 

the individual has worked for an employer who offers a plan
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graduates who attended college, those with student loans had a median non-student debt of 

$4,500 at age 30, compared to $1,750 for non-graduates without student loans.  Non-retirement 

assets are clearly higher when college graduates have no student debt – again, more than double 

the non-retirement assets of college graduates with student loans.  Surprisingly, the difference in 

non-retirement assets for non-graduates with and without student loans is small, and even going 

the opposite way by some measures, though the asset levels are typically small for this group, so 

they are vulnerable to outliers. 

The focus of this paper is on the last panel of Table 3: the comparison of retirement 

assets.  Median assets are almost exactly equal among those with and without loans overall, and 

among non-graduates.  But college graduates appears to be impacted by the harmful effect of 

loans: respondents without loans have median retirement assets of $18,270, almost double the 

$10,360 median for graduates with loans.  Mean retirement levels, also excluding non-

participants, are closer but exhibit the same pattern: the average level of retirement assets at age 

30 is almost $35,000 for graduates without loans, compared to nearly $26,000 for graduates with 

loans.17Surprisingly, respondents with student loans are more likely to participate in a retirement 

plan (either as participants themselves or coupled with someone else who participates).  Among 

college graduates, the participation rate is essentially equal: just less than two-thirds of graduates 

have retirement h s
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including parental background or underlying ability, by college loan tercile (and among those 

with no loans) separately for college graduates and non-graduates. 

College graduates without loans clearly have the most advantaged backgrounds
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the dependent variable.  The mean participation rate is reported in the first row for reference.  In 

addition, all specifications 







16 



17 

And, interestingly, their decision to contribute less appears unrelated to the size of the loan 

payment, but instead reflects the mere fact that they have to make a payment each month.22   

The results suggest that reforms aimed at making student debt more manageable may 

prove ineffective at increasing retirement saving among young workers.  These reforms, such as 

tying student loan payments to income, may leave more room in the budget for contributing to 

retirement plans.  But the results suggest that student debtors are not making their contribution 

decision based on what they can afford, but on the mere presence of the loan.   In fact, if income-

based repayment lengthens the loans’ term, it may actually set student debtors even further back 

– they will wait that much longer to begin saving in earnest.  Instead, policymakers may find it 

more effective to focus on helping graduates with manageable balances determine what they can 

afford to save, while helping to put their student debt in perspective. 

The cohort studied here, however, are just ahead of the large run-up in student debt.  In 

more recent cohorts, student debt has become more common, and outstanding loan balances 

larger.  
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Table 1. Sample Selection Criteria 
 

  
Number of 

persons 

 Full sample 

Full NLSY97 sample 8,984   

Age 30+ by 2013 5,660  
Ever attended college 3,728  
Not missing info on degree 3,720  
Not missing info on loan 3,673   

 
Source: National Longitudinal Study of Youth 1997 Cohort, 1997-2013. 
 
 
Table 2. Cross-Tabulation of Degree-Holding and Loan-Holding 
 

    
With degree 

Attended  
but no degree 

No loan 933   1,322   

 Percent among those without loans 41.4 % 58.6 % 

Have loan 1,033  385  
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Table 4a. 
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Table 5. Retirement Plan Participation Regression Results (Linear Probability Model Coefficients) 
 

  All   No degree   Bachelor’s 

  (1) (2)   (3) (4)   
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Table 6. Participation Regressions among Workers Ever Offered a Plan (Linear Probability Model Coefficients) 
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Table 7. Asset Regressions (Coefficients from a Median Quantile Regression)  
 

  All   No degree   Bachelor's 
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Table 8. !""#$%&#'(#"")*+"%,*(%-(./0.$#"%1)$2%3.42#5*(6"%7#'(##"8%9)$2%7),,#(#+$%:$0/#+$%;*.+%<#."0(#" 
 
  (1) (2) (3) (4) (5) (6) 



!"#

 
$%&'()#*+#Predicted Retirement Assets at Age 30, by Percentile of Student Debt 
 

#
#
Note: Student loan balances at the 25th, 50th, and 75th percentiles shown in parentheses. 
Source: National Longitudinal Study of Youth 1997 Cohort, 1997-2013. 
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