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The crisis in student loans has grown to the point that outstanding
student loan debt will likely exceed 81 trillion in early 2012. Yet
employment prospects for college graduates have grown alarmingly
bleak, particularly since 2008. The downturn in the world economy
since 2008 is itself, in substantial measure, the outcome of the historic
peaking of world oil production rates within the past six years. With
the onset of permanent oil production rate declines within a few years’
time, the world economy faces an epoch of contraction destined to last
decades. These broader economic developments are setting the stage
for a tragic bursting of the bubble in student loan debt. The situation
also raises acute moral questions revolving around a basic conflict
between the interests of the institutional complex of higher education
and the masses of students whe financially sustain that complex.

he crisis in student loans has been relatively little noted in public dis-

course, yet it has already reached epidemic proportions and continues
to expand. Total outstanding student loan debt will likely exceed $1 trillion
early in 2012, and continues to grow at alarming rates. The total amount of
loans taken out just for the year 2010 exceeded $100 billion, and total out-
standing debt has doubled in just the past five years.! One can get some sense
of the breadth and depth of the crisis by noting that $1 trillion is enough
money for 20 million individuals to be carrying a balance of $50,000 each.

At the same time, however, millions of student loan borrowers are
finding it difficult if not impossible to service their debt. This is princi-
pally due to the fact that the current and recent annual cohorts of graduat-
ing college students, especially since 2008, face the bleakest employment
prospects in decades. A recent study of 667,000 students who entered re-
payment in 2005 found that 15 percent of students in that cohort defaulted
outright, and another 26 percent became delinquent in their payments.*
Another recent study documents the bleak state of the labor market for
more recent college graduates. According to this study, only 56 percent
of the graduating class of 2010 had held at least one job by the spring of
2011. This is a drastic drop of the 90 percent figure for graduates holding a
job in their first year following the classes of 2006 and 2007.°
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