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2003 HOUSE STANDING COMMITTEE MINUTES 
BILL/RESOLUTION NO. HCR 3029 

House Education Committee 

□ Conference Committee 

Hearing Date February 5, 2003 

Ta eNumber Side A SideB 
1 X 

Minutes: Chairman Kelsch opened HCR 3029 

Meter# 
1500-3485 

(1500-3095) Rep. Frank Klein, District 36, See Attached Testimony attachment, 

viewed a video. 

Rep. Herbel Do your kids have Credit Cards? 

Klein: I encourage them to use them, and if they don't pay them they have to face me. 

Rep, Hunskor Could I get a copy of this video for my districts? 

Rep. Hanson I would like to know how many of the 11 Higher Education Institutes have 

contracts with credit card company. 

Klein I don't know if any of them have contracts, 

Opposition: none 
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2003 HOUSE STANDING CO1fMITTEE MINUTES 
BILL/RESOLUTION NO. HCR 3029 

House Education Committee 

□ Conference Committee 

Hearing Date February 11, 2003 

Tape Number Side A SideB 
1 X 

Committee Clerk Shm.ature 

Meter# 
222-1200 

Minutes: Chairman Kelsch recapped the bill, read research from colleges about any contracts 

they may have with crooit card companies. 

Chairman Kelsch I'm not sure we can prohibit the marketing of credit cards at colleges. 

Rep. Herbel Have the universities teach credit card responsibility 

Rep. Haas I agree with you, but to put restrictions, this interferes with free enterprise, it is a 

matter of individual responsibilities 

Vice Chair Johnson Could copies of this movie be given through the NDEA so that Jr, and Sr. 

are aware of what is happening when you use a credit card. 

Chairman Kelsch Key, showing it in the classes so that they See Attached Testimony what can 

actually happen. 

Rep. Haas some of them are being taught in family consumer science, and that is how to balance 

a check book and handle credit cards. 

Rep. Wllllams movecl ~ DO NOT PASS, Rep. Herbel seconded the motion 

roll vote, passed 12-2-0, Rep. Williams will carry the bill to the floor. 
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Date:~/11 / 03 
Roll Call Vote#: / 

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

3o;i, 1 
House HOUSE EDUCATION 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Committee 

Motion Made By ___ /)J ____ jJµywJ~..;._· ~- Seconded By _...f/eJLJ.,___;.. --'"'bg)~----

Representatives Yes No Reoresentatives Yes No 
Chairman Kelsch v 
Ren. Johnson V 
Reo. Nelson I/ 
Ren. Haas V 
Reo. Hawken 1/ 
Ren. Herbel V 
Ren. Meier V 
Ren. Norland V 
Reo. Sitte V 
Reo. Hanson 1/ 

Reo. Hunskor L/ 
Reo. Mueller V 
Ren. Solberi v 
Reo. Williams 1/ 

Total (Yes) ) ff. No --------------
Absent 0 -----------------------------
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
February 11, 2003 12:04 p.m. 

Module No: HR-28-2264 
Carrier: Wllllam1 

Insert LC: • THle: • 

REPORT OF STANDING COMMITTEE 
HCR 3029: Education Committee (Rep. R. Kelsch, Chairman) recommends DO NOT 

PASS (12 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). HCA 3029 was placed on 
the Eleventh order on the calendar. 

(2) DESI<, (3) COMM Page No. 1 HA•28·2264 

The 111fcroaraphfc fmegea on thf a f lln, are accurate rnproductlons of recorda del f vered to Modern Information systems for mf crofflmfno end 
wert fflined fn the regular (lOUrst of butfness. The photographlo process meets atandarda of the American National Standardt lnatftute 
(ANSI) for archfval microfilm, NOT!CE1 If thi ftlMed t11119e at\ove ts leas legible than this Notice, ft le due to the quality of the 

docunent bef nc, ff lmed, ~a Iv # I 
" ~s,.:ka ~t,c ~ l()/tp/6~ Operator¥ '-JNture ~~ < Date 

.-.·i•ff· 
( j 

~( 

.. 

J 



I 

/ .. 
J, ,, 

f:: ~. 
i 

! ,. 

/1i'.: .;y:~;}. \_', ·.· 
,~1\~\t~1'1 J ;}\\~ ' (. ,, ' 

1
\/:::,Ji:\.:. ':-
., •. '.1\~r,, ;,. , . fr. '.-X'•:· ,· 

f:'1(? t~~f.~- ! .'.: i • 

iI/tl\',?:'. !,{' ,,,,·: ,,-,,.1. 
·t· '.-,;:'.'·}(,', i?f > / 
·. ,,:.,,,L 'knf, ... ~-r-tt?J,. 1 ,.'f::1~•· . . . .j--, 

_1;., 

l
l':'\.'•'., •,.,t.' I ' •' 

'1\1/-r /!:, :,-

,,. 

! 
. ... \~~ ' ' ·, ,., .', .·. 
~ I ,' > )' 1 !I ,, 1 • 
<,r .}r, 1. I, 

f< ,\' 
I ', /~\/ 

r•: , :·. 

., 1 

2003 TESTIMONY 

HCR 3029 

The mlcrogral)hlc Images on this film are accurate reproductions of records doltvored to Modern Information Systems for microfilming and 
were fflmed In the regular course of business. The photographic process meets standards of the Amorfcen National Standards Institute 
(ANS!) for archf~al microfilm, NOTICE: lf tht filmed image ab,ove Is less legible than this Notice, it Is due to the quality of the 
docll!lent bef ng ff lmed, ~ ~ I 

~~l C_teA ltJlta 16 a: .. 
' Date 

. , 



Good morning Madame Chainnan and committee members: 

For the record, my name is Frank Klein, State Representative for District 36. 

(U.S. News and World) Many U.S. households are carrying a load of debt; and yet, they continue 

to receive offers for more credit cards. In fact, the average number of credit cards per household 

is 14. But, the real problem is with the college students. (Freshmen Seminar Textbook) Credit 

card debt by first year students has contributed significantly to the dropout rate for this group, 

The purpose of concurrent resolution 3029 is to direct the Legislature Council to study the 

problems associated with credit card companies marketing credit cards to college students, 

To emphasize the need for such a study~ we will view a brief, but powerful video which was 

produced by "60 Minutes" entitled: Power of Plastic, (Video) 

,.~·-\ I know Dickinson State University is not affiliated with any credit card company, yetjust last 

week, my son received this "Special Student Offer" (Discover). It has his name and Dickinson 

State University printed on the invitation. The company obtained his name and address through 

the campus directory. (Who's Who) The next day, he received an invitation for a Visa card and 

offer to receive a Free "Who's Who Among Students and Universities and Collegesu windshirt. 

(GAO) Other tactics used: Several bookstore managers allow tabling and other fonns of 

solicitation, including tabletop brochures and applications in textbooks and shopping bags. 

Applications inserted in shopping bags often help reduce the cost of the bags. 

(Nellie Mae) There are reports on usage rates and trends. Students should not be bmu.~d from 

access to credit c!irds, but they should be encouraged to learn how to use them wisely. This 

resolution is directing the LegislAtive Council to study problems associated with credit card 

companies marketing credit cards to college students, 

i. ____ / I urge a "DO P ASS"on this resolution 

L .J 
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students womeslawmakers 
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WASHINGTON (AP) - More den is going to show up ea.rll- B - f 
coUcge students aro overusing er." Mannlng said. "lt means eware:.O l. 

credit cards~ academics nnd thnt retenti~n ,in .. college ,is . pla· ·st'1·c· ·,_,~_t· \.\ .. ~::-. -~_·. . 
poU<.-y, makqrii" snid''Thursday go~g to be afl'ected; ·and wn're;, ·. . .. !,1;:"~ '.'.':~.1.••'i•;~: 
ns they_ urge~ Congress to do going to see an. increas1... it'f AA lncteasfng nlfrpbe~of.colletie 
something about the problem. : ·dropout rates because a stu ... - students areustrw ora:dlt.cards 

"Often it's U1cir unknowing dent that has a debt problem in to pay fof their Plltchal3os, · 
pnrcnts who end up deali~g their .sophomore year may not. Increasing the llkollhood of 
with the debt,11 Ellen Frlsh~· be tible to find a way to finan- accumulating debt · · ·· .. 
berg. dirccto")- of student mwn- clally limp thtough:tbc'last two Undergraduates who had ai 

· d~ services at Joh~ IIopkins: years." ·. , . , : ··· •,,:; .: .~!e~t·o~ JJr~lt.~r~.: l_: ;' .. , .. 

Uruv~rs~ty .. -' to,lt\ ., the Se~~t~, .'. He said some of the ~ation's · .. ··2001 ,., . 
boqkiq~.~uµ~n~,e.. . . _ ,•··:~' .. /' WJiVe['.Sitlcs.1Yf8~ .. ~n~~utm.g,, _- - . .. , · 

·Eigh~Mlhl',ce J)e~nt ot~,un~ ; lo' the problem by entenngintq'. •/19~. , ..... __ ,'. - ~., · .. 
dergnid\lc'lte§.-had.'at least~µ~· :.firian~I, C:O?tracts .. ~tA ~di~\:t·::rv.'):·?,~\J!1~~11 

)~;~" jl .
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qs·edltcar<lJ~y~µpJrom:&1.· card cozppa~es; For ~.PJ~~t;.Coltege~~n.taw.,._o:qa~{. _:. 
:percent tn~os, l~~~g,t~_~;,_,:'the ·Uni--:e"'.1ty,-0~-:··'.l'enn~~.Je· .. t Q b~~~~f1~:.f~~!tit;\·.:; ~ . ::. ".'. _i 

sttl;dt_ ~y NeJ __ q~_--?'1~e. __ aJl,,a __ (\lng1khns· ~· se~-}~c'~u_; ·•_ $1-&.5 ~-•~.Ii:· j · Aveni~·~e~~$3 ih6_8 _ ·t~\ . 
. provi~~. of gtu4~t. ·1oim#::!_l'l)~::_:,~~c~\w1th. ~t:;,USA .. :ithaij ► i . • '.':' ~1'.\·· .. · . ',\ ;•!. 

1~:1; : _; ·1·.1,\. 
proportion: of .. ;$tU(lents:r;'Wlth•._;·.t;1~. ~e.conwa.1.11 tnto~U,on;: ~ . . . . . . ' ·. 1.· : .. · , _ 
~our .. or.~-;~q~& ·-~dlt ~~~: •.;abo~:~,tb~ ~v~ty',s.studen~, 1 .. ~~~Mae.~~t..::~:~· · 

~JUl~p.ed: tro~·2~o;.47 re.r:c,:Pl.1:?1 .· Sen: ·.Chris· nod(!. .;o ... c,Otµll, · ;; ·~,,,. ... ,~~ ·•'.~'.'.il.;t~A:tt, '/ :,· .. · 
· that perrod, ~e study f~mp.d:, ·, , · pledged t'l ordet· a General Ac~. ·Credit card companlea:·gen1 
. The· Education Departn1tp1t · ~quntini., Oflice _i.nvcstigation I ernlly ~ed to ~~uiro· parents · 
ro(.-ently .found that more. than mtp .tho ~_ma_rkating of _cre.dU ~·-t_o co-sign &rudenl :~pplica.tions,. 
44. percent. of coll~ge students · cards on college ~puses. · · ·-- ut stopped thnt pra~te. about 
carried a 1>at~ce pn a credit · I?odd :ilso has authored legis~_ · ·_decade: ·a:go, a~rdin,s: ta 
card during the· 1999-2000 lntion thatwould require credit Manning. · . , ,;,. 
school year. Among those stu- cnrd companies to ensure stu- · · 
dunts, .the ave.rage credit, card dents cnn pay·thclr blll.s before 
debt wn~ ~.ooa. It was the.·first getting credit cards. U students 
ycnr such data WB!i collected. cnnnot prpve they can pay, they 

Robert Miui.nlrig. ·an econom- would be required to · take n 
le soclolo~t nt the Rochester course in personal finances or 
lnstilute or'- Tcchnolo~ ·testh get their parents to co-sign an 
fied that credit card companies avpllcation. 
wcro lncr~aslngly marketing to · 
freRbtncn rather than just ju-· 
niors and seniors as ln years 
past, . 
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, .-; ear Anni~: Last woek, we · · · -
found out that our· 20-year-old· 
. dn.ught~ is $5.000 in debt due to Annie's 
credit cards. She got tbe curds 
two yearsi-ago, while she was n 

/reshm~n, ~.t .°' sta~ university. 
; "E4~: · _lS nµikin,1f nrrange­

. m~1is 1() S: .th!$ debt off over . :·~=-... ~r-~ ,HQ~\leri 
,_ ._ ··•~ .... "1.lW,S... y·- .,that w~ have 
wWtJ w.,i'fi\ce :~·)Stotect 18~yeru--i,-
olds from the consequences of 
drinking and gambling,· but 

· there is nothing to keep ttedit­
. ca_rd co~panies, from preying· 
:on peru.uJess, gullible college 
dremrnen. ., . · · ·, , • 
:: )Ve .need __ :preve1,~ve ,educa-· 
: tf~.n ~d~Jiou}d require. credlt~ 
_<:afd 90~--.. :·to,Jssue li\rict 
anct · ~xp . ~..,~wa. rnlngs about 
dept -'~iL ~-~And':,~h;y cian't ' 
there w~ that peopJe-under 
21 _must_ be"~ltt to•tlJ't"tlm· sum-
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ti 
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• My daughter.-~,,to1put col• 
le8e on bold for. ijt ,~it n· year 
in order t1> get'this•taken:,care 
or. It ~ell me sick to: think 
that her incom~ wil\ be used to 
pay interest and· 'penafties · 
lnst.ead of tullion. - Concerned 
for Our Klds 
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Underg:.:aduate Students a11d 
Credit Cards 

An Analysis of Usage Rates and Trends 

This rerort was developed and produced by Nellie Mae, 
Published April 2002 

-
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Nellie Mae 
50 Braintree HilJ Park Suite 300 
Braintree, MA 02184 , 
781-849-1325 
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Executive Summary 

Undergraduate college students are carrying crP,dit cards in record numbers. The percentage of 
students holding at least one card in 2001 has risen 24% si:nce 1998. 

Although freshmen have the lowest rate of card possession among undergraduates, 54% carry a 
credit card. The percentage of students with at least one card increases to 92% in sophomore 
year. 

Only 23% of freshmen, on the other hand, have a student loan. For many students entering 
college today, their first credit experience is with a credit card whereas ten years ago it was 
through a student loan. · 

The median debt level among card-carrying undergraduates - where half the population have 
balances lower than this amount and half have balances higher - has risen to $1,770, up from 
$1,236 in 2000. This is an indicator that more students are using their cards regularly and may 
not be paying off the balances each month. 

The good news is that average credit card balances among 5h1dents who have.cards have 
decreased from the previous average calculated in 2000, and the percentage of students with 
balances greater than $7,000 has also declined. 

Nellie Mae has conducted three credit card studies since 1998. Because of the consistent 
· methodology of each year's study, the patterns of behavior related to credit card usage among the 

undergraduate population reveal meaningful comparisons and trends. Other highlights of the 
2001 study include the following: 

► 83% of undergraduate students have at least one credit card; a 24% increase since 1998. 

► Average credit card balance is $2,327; a 15% decrease from the 2000 average. 

► Median credit card balance is $1,770; a 43% increase above the median in 2000. 

► 21% of undergraduates who have cnrds, have high-level balances between $3,000 and 
$7,000; a 61% increase over the 2000 population 

► Graduating students have an average of $20,402 in combined ed,.1cation loan and credit 
card balances. 

► Students re . .iding in the Northeast use credit cards the least, while Midwesterners carry the 
highest average credit ~ard balances. · 

► Students double their average credit card debt - and triple the number of credit cards in 
their wallets - from the time they arrive on campus until graduation 
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Results of the 2.001 Nellie Mae Credit Card Study 

Most Undergraduates Have Credit Cards in College 

The majority of undergraduate students between the ages of 18 and 24 have credit cards, with 
possession in 2001 at its highest level to date. The percentage of undergraduate-s who have credit 
cards in 2001 is 83%, an increase of 24% from 1998 when 67% of undergraduates haa card~\, and 
an increase of 6% from 2000 when 78% had cards. The prevaltmce of cards among the 
undergraduate student population is also reflected in the increased average number of cards h\,ld, 
from three cards in 2000 to 
4.25 in 2001, and in the 
percentage of students who 
hold four or more cards. 
Forty-seven percent of 
students with credit cards have 

: Students ~Wfth-'credlt' cards t:''J)'.\: •;199g,·, 
' ' ·20~0;: !,:2o·orri 

Percentuee who have credit cards 67% 78% 83% 
Avera2e number of credit cards 3.5 3 4.25 
Percentafle who have 4 or more cards 27% 32% 47% 

at least four car~:;, up from 32% in 2000 and 27% in 1998. 

Credit Card Balances - Good News/Bad News 

More undr-rgraduatc students have cards, and more of them appear to be using their cards 
regularly. The median credit card debt, which remained fairly steady between 1998 and 2000, 
increased by a startling 43% in 2001, from $1,236 to $1,770. This indicates that the 50% of 
students in the sample who carry the lowest balance~ have increased the debt level substantially 
in just one year. 

At the time we collected this year's sample data, only 14% of all students with credit cards had a 
zero balance, indicating that fully 86% either had not paid off previous charges or had charged 
something within the current month. 

•t;• ,i. 4\ ,
1)•11:} t~tJi"e'an~1€afil ;aalhrit:e~ii~·~I,*1ll!W,t V .... ~~:--.-,=,~·, .. i.· .•. ,.:. • ; . . • • , ,1: • ~r: -:.,,.1 .. ~-> 

1:)l99 ···.,, 1·;,·,: ,8J:l i"'!?"OOf~· 
1
\;' , .\f1_-. " f~2001\~-' ' . -\1 

The good news is 
'that the average 
credit card debt 
has decreased by 
15%, from $2,748 
in 2000 to $2,327 

Averal!e credit card debt (?er student ,$1,879 $2,748 $2,327 
Median credit card debt oer student $1,222 $1,236 $1,770 
Percentage with balances from $3.000-$7,000 14% 13% 21% 
Percentaue with balance1s exceediniz $7,000 10% 9% 6% 

in 2001. In addition, the number of students with excessive balances - greater than $7,000 - has 
been steadily declining since 1998. Six percent of those sampled had balances greater than 
$7,000, down from 9% in 2000 and 10% in 1998. This decrease has contributed to the overall 
average balance decrease. Expanded availability of financial management programs on campus, 
increai;ed publicity over the dangers of getting deeply in debt, and the fact that the economy is no 
longer at its peak 1998 level may be factors conducing some students to change their credit card 
habits. 

Unfortunately, the percentage of students with high-level balances - from $3,000 to $7,000- has 
sharply increased by 61 %. Twenty-one percent of all students fall into this category, up from 
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13% in 2000. There is c011tinued cause for concern that enough has not yet bt:en done to educate 
students on the consequences of over-borrowing. The real cost to a student with a credit card 
balance of $7,000 can be alanning when one looks at the total interest paid by a user who makes 
only the minimum monthly payment. A student who makes the minimum payments (3% of the 
monthly balance, or $25 - whichever is higher) at an interest rate of 18.9%, and who does not 
charge anything further to the account, would be repaying that $7,000 for more than 16 years, 
and would pa v $7, 173 in int ,.est. 

From Freshman Year through Graduation 

Not surprisingly, the freshman population has a lower overall percentage of credit card holders 
and lower debt levels on their cards than upperclassmen. However, more than half of all 
freshmen (54%) had at ]east one credit card with the average number of cards being 2.5, and, 
among those who have cards, 26% have four or more. Fredunan debt levels are also lower than 
the overall counts in all categories. Their median debt amount is $90 l, lower than the overall 
median of $1,770; their average balance is $1 t533 vs. $2,327 overall; those with balances 
exceeding $7,000 are 4% as opposed to 6% overall; and those with high-level balances between 
$3t000 and $7,000 are 8% compared to 21 % overall. 

As students progress through their four (or more) years in college, there is a steady increase in 
usage rates and balances each year from first to final year. By graduation, most students have 
more than doubled their average debt, and almost tripled the number of cards they hold. Most 
dramatic, however, is the 70% jump occurring between freshm~n and sophomore year in the, 
percentage of students with at least one card - from 54% to 92% of the total population. 
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Percentage who have credit cards . 54% 92% 87% 96% 
Average number of credit cards 2.5 3.67 4.5 6.13 
Percentage who huve 4 or more cards 26% 44% 50% 66% 

-
Avera2c credit card debt $1 533 $1,825 $2 705 $3.262 
Median credit card debt $901 Sl,564 $1.872 $2.185 
Percentage with balances between $3 000-$7,000 8% 18% 24% 31% -
PercentaJi;e with balances exceeding $7,000 4% 4% 7% 9% 

Once freshmen arrive on campus, there are many tempting incentives to sign up for new credit 
cards, and many opportunities to use them, The fact that the average number of cards per student 
continues to increase is not surprising. The proliferation of on-campus mail and Internet offers 
of free gifts, bonus airline miles, and low introductory rates for each new card is difficult for 
students to resist. 

T1·ends by Age: Bm·rowing Increases with Each Ye~r from Age 18 to 24 

The progression pattern in increased usage by age level is similar to that seen in the gl'ade level 
group. The 18-year-old students have the lowest card participation rate and debt levels while the 
24-year-old students, for the most part, have the highest. The increase is foirly steady from years 
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18 through 21 with a leveling off beginning at age 21 that then hovers at comparable rates from 
years 21 through 24. 

:.:credit Card UsaeeJjvAulr l '.>'.,(/' ·- :I 18: ;,' 19-":'.':: ,':20:~.: : 1 ·' 21::-:• : . '22,"i, · ·•
12J1~t· '.!, '\ 24' ;~'•/ /'Ji''• ... ·,t:t '.J' \ ~ !- ,, ... ...... ,_, 1)· ·:'.' 

Percenta2e who have credit cards 53% 85% 90% 93% 93% 97% 77% 
A verasze number of credit cards 2.21 3.38 4.06 4.91 5.8 S.6 7.5 
Percenta~e who have 4 or more cards 19% 34% 49% 58% 65% 61% 90% 
A veral!e credit card debt $1 505 $1 561 $2.264 $2.984 $3.487 $3,229 $3 329 
Median credit card debt $901 $1 319 $1 362 $1.677 $2 183 $2.147 $2.424 
Percentage with balances between 12% 11% 23% 28% 28% 28% 30% 
$3 000-$7 000 
Percentage with balances exceeding 3% 3% 3% 10% 9% 14% 10% 
$7,000 

The greatest cause for concern is amongst traditional undergraduates who have little experience 
balancing debt and income. Those who move directly from high school to college without 
having been financially independent or having worked full time are less likely to be discemiur 
about their credit card use and likely to be unable to manage credit card payments. This group 
has little experience correlating income to monthly payments. 

The Whole Picture: Combining Credit Card and Education Loan Debt 

Students take on greater debt as they progress th.rough schooi. The easy availability of credit 
cards, limited income while in school, and a greater comfort level with the accumulation of debt 
are contributors to increased credit card use among undergraduates. The added danger of 
accruing increased levels of credit card debt as students progress through school is that they are, 
at the same time, increasing their student loan debt levels. Final-year undergraduate students at 
four"year institutions in this sample will be graduating, on average, with a combined credit card 
an J education loan debt of $20,402, with credit card debt representing 16% of the debt owed. 

Combined Average Debt By Grade Level 
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The median combined debt for final-year students is $17,893, with credit card debt representing 
12% of the total debt owed. 
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Combined Median Debt By Grade Level 

Freshman 
$901 

Sophomore Junior 
$4,767 $8,560 

Grade Level 

Senior+ 
S17,893 

Ol Median Student Loan Debt □ Median Credit Card Debt 

Student loans are designed for student borrowe1s, providing payment deferral durii g college 
while most students have little or no income. Student loans offer a variety of repayment plans 
upon leaving school. 1 'hese repayment plans accommodate a range of income levels and were 
designed with the expectation that students might not begin working immediately upon 
graduation and will most likely have lower•·paying jobs initially than they will later in their 
careers. Because education is considered an investment, not just in the student's future but in the 
broader socio-economic community, the interest rates on student. loans are generally below 
market; some that are based on financial need have very low rates and the interest is subsidized 
while the student is in school. Student loans Rrr tied to the coc;t of attendance at an institution 
and distributed under the guidance of the financial aid office, which provides loan counseling 
prior to the delivery of any federal student loans. 

Credit cards are designed for people with income. Credit card users are expected to make 
payments every month. Payment deferral, graduated payment plans and interest subsidy are not 
part of the credit card package. Interest rates are not bP.ilow market rate; and some can be 
deceptively higlJ over time -- particularly when a studlmt signs up at the "introductory offer" rate 
and doesn't understand the potential for increase in the permanent rate. If a user misses a 
payment, a penalty fee is assessed. If a user misb0S several payments, the interest rate may 
increase. The purchasing power of credit cards can be irresistible to cash-strapped students who 
have not been taught about interest accrual, penalty fees and rate increases. 

It is, therefore, somewhat alanning to know that, on average, 16% of total debt owed when an 
undergraduate leaves school is credit card debt. The student will pay a much higher price over 
time for this borrowed money than he/she will for the same amount in education loans. It is 
possible that credit card payments wiJl make up 34% of the monthly payments students make 
upon graduation, and 3 5% of the interest paid over time even though the credit card balance 
represents only 16% of total debt owed. 
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Combined Average Payments After Graduation 
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Average Balance at Graduation 

$26,402 
Monthly Payment 

$288,06 
Tolal lnlereal Paid 

$8,726 
D Credit Card L Iii Student Loan 

- ================:!...J 
Student loan example assumes loans eTe Subsidized Federal Stafford Loans; student is makiug st-,ndard J 0-year tenn 
payments; the rep~ymenl interest rate remains fixed at the O 1-02 rate of 5.99% and borrower earns no repayment 
benefits/discounts, Total interest paid does not include any fees. 

Credit card tlXample assumes no additional purchases are made to the card; student makes minimum monlhly 
payment of 3% of outManding balance, or $25 - whichever is higher- resulting in payment duration of 1 J .9 years; 
the int~rest rate remains fixed at the average credit card interest rate oft 8. 9% as reported by American Consumer 
Credit Counseling, Inc. Total interest paid does not include any fees. 

Regional Trends: Easterners Borrow Less than the National Averagt!; 
Midwesterners Borrow Most. 

Students who reside in the Northeast tend to be more conservative with using credit cards than 
students in other regions. Northeastemers have the lowest percentage of students who possess a 
credit card (76%), the lowest average number of cards (3.88), the lowest percentage of students 
with four or more cards (38%), the lowest average credit card balance ($2,099), and the lowest 
median credit card balance ($1,607). In additiun, among students with high-level balances 
between $3,000 and $7,000, the Northeast's 18% is below the national average of21%. 

'~(G~~:a~i:~~l~s.Rj,~f~~-.~!,~.3~~~'.t,(:gimr~!,j~;{, ;·_" 
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Percenta2e who have credit cards 76% 88% 86% 81% 83% 
A ventRC number of credit cards 3.88 4.93 4.21 4.13 4.25 
PercentaJ:?e who have 4 or more cards 38% 53% 51% 49% 47% 
Average credit card debt $2.099 $2.478 $2.416 $2.265 $2,327 
Median credit card debt $1,607 $1,609 $2.139 $1.805 $1.770 
Percentage with balances hetween $3,000- 18% 13% 25% 28% 21% 
$7,000 --
Percentage_ with balances exceedin.J:? $7,000 5% 11% 4% 6% 6% 
•Regions as defined by the U.S. Census Bureau 
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Students who reside in the Midwest have the highest incidence of card ownership with 88% 
holding at least one card, 53% having four or more cards and the average number of cards being 
4.93. In addition, they have the highest average balance of $2,478. The high average balance in 
the Midwest is driven by the highest ( 11 %) percentage of students with excessive balances of 
$7,000 or more. Conversely, Midwesterners carry a lower-than-average median balance 
($1,609), and they have the lowest percentage of students (13%) with high-level balances in the 
$3,000 to $7,000 category. 

Students residing in the South, on the other hand, are in the mid-range for card ownership with 
86% having at least one card, 51 % having four or more cards and the average m·mber of cards 
being 4.21. Southerners have the lowest percentage of students (4%) with au excessive card 
balance of $7,000 or more. However, the Southerners' average credit card balance is above 
average at $2,416 and Southerners have the highest median jebt level of any reBion at $2,139. 
Twenty-five percent of students with cards in the South carry high-level card balances between 
$3,000 and $7,000, a factor that contributes to the high average and high median balances for 
thi!i group. 

Students residing in the West have the highest p~rcentage (28%) of students with high-level 
balaTlces between $3,000 and $7,000, however, overall they reflect average card usage behavior. 
The percentage of Westerners with at least one card is 81 %, with four or more cards it is 49%, 
and the average number of cards is 4.13. Those with balances exceeding $7,000 ar'.' 6%. The 
average balance on Western students' cards is $2,265 and the median balance is $1,805. 

Although the average indebtedness varies among the four regions of the country, the proportion 
of credit card debt to student loan debt is consistent across all regions. In each region, credil card 
debt accounts for about 21-23% of an undergraduate's debt while in schoul. 

United States: Combined Average Debt by Region of Residency 

National 
StuiiP.llt Loan: $'i,986 
Credit Card: $2,.'327 

Total: $10,313 
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Conclusion 

Credit cards are a common purchasiug too\ in our consumer-driven society. They are 
convenient, providing quick acc~~s to money used for a full range of planned (and unplanned) 
spending - from medical emergencies to indulgence in frivolity - anrl lots of things in between. 
Thefre here to stay, nnd their popularity among students will, no doubt, continue to escalate. 

Students should not be banned from access to credit cards, but they should be encouraged to 
learn how to use them wis.::ly. They need to make the connection between spending and earnin& 
which is a difficult connection for students who do not have steady income from employment. 
Students need to be taught to budget expense!l based on income. They need to understand the 
financial ramifications of using a cr~dit card, including interest accrual, capitalization and 
penalty fees -· and the encumbrance on future income -- so they can make better decisions based 
on the true costs of using a credit card. They particularly need to understand that there are other, 
less-costly financing options for purchasing a big-ticket item, especial'.. '.'.Jr costs associated with' 
college attendance. 

The fact th ,l average credit card debt has in fact declined in the past year is reason to be 
optimistic. In recent years, the education community has begun to offer financial literacy 
programs, and has become more aware of the impact of excessive credit card debt among 
students. The best way to reach students is through on-campus or college-supported programs. 
Whether such programs are developed by universities, sponsored by credit card companies or 
stndent loan lenders, hosted by independent financial management experts, or by a combination 
of efforts, they need to reach students. Online programs, in-person sessions, one-on-one tutorials 
or group classes can all be effective for different audiences. Getting students involved in the 
planning can help ensure success. The key to financiaJ health for :;Ludents during school and 
after grnduation is their understanding of the costs and responsibilities associated with 
borrowing, particularly the borrowing that takes place every time they use their credit cards. 

Background and Methodology 

Nellie Mae's 2001 credit card t~sage study is the third in a series conducted since 1998. The first 
study, four years ago, was promp~~:i by concern over increasing credit activity among college 
students. We noticed a significant i:.~rease since the early/mid-19901s in the amount and 
incidence of credit card balances of our student loan applicants. Ar:. part of Nellie Mae's student 
loan approval process, a credit bureau report for c.:ich student applicant is obtained from one of 
the major credit reporting agencies. In each of our three studies, we extracted data directly from 
the credit bureau reports for a randomy selected group of student applicants. We did not survey 
our stildents directly, and did not use any self~reported data. 

For our 2001 study, we randomly selected data for 600 undergraduate students, aged 18 to 24, 
attending four-year public and private institutions who applied for a credit-based loan with Nellie 
Mae during the summer and fall of 200 l. The same methodology was used in 2000 and in 199-~ 
with a smaller sample size. 
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Students sampled live in all four U.S. census regions. 

_Un.ltcd Stat~s~mple Dlsta·ibutlon by Region of Residency 
' ' 11 / , •• ,, ,, ,,,:, 

Mlf1west 
ID.11 NM SMmple1 17~~ 

NM Sample: 14•,4 ·7_us Cen&SUn&u:H 2.3% US Cenm: 22% 

1 
...., 

_j NM Sample: 40•/o 
US Census: 369/e 

ortheast 
ample1 29°/. 
en,u1: 19'Jle 

Although undergraduates' ages vary widely on most campuses, we selected data for students 
aged 18 through 24 because that is the student group for whom there is the most need for 
education about credit card usage and risks. Seventy-nine percent of students campled fell into 
the traditional 18-21 age group for students attending college directly after high school; 21 % of 
the sample were &ge 22-24. Grade levels were represented within tl1 , s.ample as follows: 23% 
freshmen, 33% sophomores, 25% juniors, and l 9% seniors/5th year. 

Average and median educatir n debt Jeve1s were factored using the iota! number of student loan 
applicants in ,the sample; do)brs factored were for existing loans ~nd do not include the 
requested loan amount at the time the new student loan application was submitted. 

Celebrating 20 years fn higher educatlonjlnanclng, Nellie Mae provides federal and private education loans for 
undergraduate and graduate students, and families. Programs include Federal Stafford, PLUS and Consolidation 
Loans, as well as private, credit, based loans. Ne/JJe Mae's onllne services available at www.nelllem~ include 
pre~approvalfor education loans, a comprehensive loan ltiformatJon center, and debt management resources, The 
company is based in /JraJntree, MA and is a wholly owned subsidiary ofSal/Je Mae, the nalion 's largest provider of 
educalionfundirtg. USA Education, Inc. (SallJe Mae) and Its subsidiaries, other than the Student Loan Marketing 
Association, a/'e not sponsored by or agencies of the United Stales government. 
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