COLLEGE ON A CREDIT CARD:
THE EXPERIENCE OF
THE MIDDLE CLASS IN 2012

Findings from the 2012 National Survey on Credit
Card Debt of Low- and Middle-Income Households

By: Catherine Ruetschlin @nd Robbie Hiltonsmith

S STATES CONTINUE TO CUT
higher education budgets, rising
tuition prices mean that increasingly
students and their families rely on
debt—Dboth credit cards and student
loans—to pay for college costs. Today, graduating
college seniors leave with an average of over $25,000
in student loan debt. In the wake of continued
prolonged unemployment, defaults on these loans
are on the rise. What's less understood is how those
defaults may impact a person’s credit score or how
debt may impact the ability to stay in college. In
addition, little is known about how these expenses
contribute to the overall credit card debt carried by
low- and middle-income households. To examine this

Démos commissioned a
survey of a nationally-representative
sample of 1,997 low- and middle-income
households, split between 997 households
who had carried credit card debt for more
than three months and 1,000 households

who had credit cards but no credit card
debt at the time of the survey. For the
complete findings from the survey or for
more detail on its methodology, see the
larger report on the survey, released in May
2012: “The Plastic Safety Net.”

and other factors that contribute to household debt, Démos conducted a nationwide survey of low- and
middle-income households in early 2012. The findings in this brief summarize the relationship between
college costs and credit card debt, and its impact on students and their parents.

HOUSEHOLDS FREQUENTLY TURN
TO CREDIT CARDS TO COVER
EDUCATIONAL EXPENSES.

® Sixty percent of indebted households who had
college expenses for a child in the past 3 years
report that those expenses contributed to their
current credit card debt. (see figure 1)

® Seventy one percent of indebted households
who had college expenses for themselves or
their spouse in the past 3 years report that those
expenses contributed to their current credit card

debt.

* Twenty percent of past debtors with no current
credit card debt cited college expenses as a factor
that contributed to their past debt.

FIGURE 1.
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HOUSEHOLDS WITH LOW CREDIT
SCORES POINT TO LATE PAYMENTS ON
THEIR STUDENT LOANS AS A FACTOR

® Households identify late payments toward
student loans as contributing to their low credit
score. (see figure 2)

SOME HOUSEHOLDS STOP ATTENDING
SCHOOL TO PAY-DOWN CREDIT CARD DEBT

® Thirteen percent of households whose current
credit card balance includes some college
expenses report leaving school to deal with
credit card debt.

® Four percent of all indebted households stopped
attending school in the year prior to the survey
in order to pay down their credit card debr,
compared with 2 percent of those households
without debt.

EVEN HOUSEHOLDS WITHOUT DEBT
WORRY THAT COLLEGE EXPENSES
WILL PUT THEM IN THE RED

® Among households that do not currently have
credit card debt but also do not feel confident
that they can remain out of debt, 13 percent cite
educational expenses and tuition as contributing
to their lack of confidence.

FIGURE 2.
HOUSEHOLDS WITH POOR CREDIT SCORES
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In the wake of declining incomes, rising college costs, and reductions in need-based financial aid, it’s
likely that students and their families will continue to use a mix of credit cards and student loans to pay
for college in even greater numbers and larger amounts. Our survey findings indicate that for too many
students and their families, paying for college on credit too often comes with significant risk. ll
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