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ABSTRACT 

As a unique demographic group, first-generation college students are receiving an 

increasing amount of attention in recent years both as a result of their growing population and 

their implications on upward mobility. However, first-generation college students have 

characteristics that can facilitate their difficulties in receiving postsecondary education, 

especially in financial terms. This thesis tries to answer the question of whether first-generation 

college students, compared to continuing-generation students, take out greater amounts of 

government educational loans in financing their postsecondary education, and whether first-

generation college student face greater student loan debt burdens at age 25 and age 30. Using 

data from the U.S. Bureau of Labor Statistics’ National Longitudinal Survey of Youth 1997 

(NLSY97) and a fixed effects Ordinary Least Squares (OLS) model, this thesis found that first-

generation students take out smaller amounts of government educational loans before and while 

attending their first postsecondary institution, and there is not enough evidence that the debt 

repayment pattern of first-generation students is significantly different from that of continuing-

generation students. Policy implications of this thesis include continuous academic attention to 

first-generation college students, as well as the importance of collecting and administering high-

quality data so that researchers are better able to conduct analyses that produce reliable results to 

advise policymaking. 
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Introduction 

The cost of a college education in the United States has been rising for the past three 

decades. According to the U.S. Department of Education’s National Center for Education 

Statistics (NCES), the average total tuition of all four-year postsecondary institutions in the U.S. 

was $26,593 in the 2016-17 academic year, which grew more than 100 percent as compared to 

that in the 1985-86 academic year
1
 (NCES, n.d.). This number rises further to $41,468 for private 

institutions (NCES, n.d.). In the meantime, wage growth and student grant aid have failed to 

keep up: during that same period, real household income in the U.S. has only grown by roughly 

15 percent
2
 (Federal Reserve Bank of St. Louis, 2019), while the Pell Grant Program, the largest 

federal student grant available to undergraduate students (NCES, 2019), covered only an average 

of $3,700 (14%) of the total college tuition in 2016-17 (U.S. Department of Education, 2017). 

This has put an increasing financial burden on students and their families and many have 

resorted to student loans to finance their college education. 

While student loans make college education more easily accessible, student loan debt is 

increasingly becoming a problem due to borrowers’ inability to repay the loans they took out. 

There are 45 million Americans today (Federal Reserve Bank of New York, 2018) collectively 

owing $1.48 trillion in student loan debt (Federal Reserve Bank of New York, 2019), nearly half 

of whom have a debt balance the same as or higher than in the previous quarter (Federal Reserve 

Bank of New York, 2018). At the individual level, graduates in the 2016-17 academic year with 

a bachelor’s degree from a public or private nonprofit institution owed an average of $28,500 in 

student loan debt (College Board, 2018), comparing to a median annual earnings of $51,800 for 

 

1 In constant 2016-2017 dollars. 
2 In 2018 CPI-U-RS adjusted dollars. Not seasonally adjusted. 
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full-time, year-round workers ages 25-34 with a bachelor’s degree in that same period (NCES, 

2019). Average debt rose by almost 20 percent ($4,400) between the 2006-07 and 2016-17 

academic years for public four-year college borrowers and nine percent ($2,600) for private 

nonprofit college borrowers, while graduates from for-profit institutions are in even worse shape 

(College Board, 2018). All these numbers suggest a nationwide student debt crisis. 

Bearing student loan debt can have various real-world implications. On the one hand, 

much evidence has suggested that student debt can be detrimental to individuals’ and 

households’ financial well-being. Individuals with outstanding student debt at college graduation 

are found to have less ability to accumulate wealth (Zhan, Xiang & Elliott III, 2016) and see 

lower wage growth in the long term (Minicozzi, 2005). Households with student debt are also 

usually harder hit during recessions, as was suggested by a recent Federal Reserve study that 

having outstanding student loan debt is associated with a greater loss in household net worth 

during the 2007-09 Great Recession (Elliott & Nam, 2013). Furthermore, for the younger 

generation specifically, the sheer presence of a student loan creates additional barriers for them 

to save for retirement: on average, bachelor’s degree holders graduating with student loans have 

roughly 65 percent less retirement savings by age 30 than their debt-free peers (Rutledge, 

Sanzenbacher, & Vitagliano, 2016). On the other hand, for the economy as a whole, the rising 

student loan debt hurts not only the housing market but also the formation of small businesses, 

which make up about half of the private-sector economy and 60 percent of net employment 

activities in the U.S. and depend heavily on the entrepreneur’s own debt capacity (Ambrose, 

Cordell and Ma, 2015). 

Amid this unprecedented crisis, there is one particular demographic group - first-

generation college students - that perhaps deserves special attention. The Higher Education Act 
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of 1965 defines first-generation students as individuals “both of whose parents did not complete 

a baccalaureate degree”, or for individuals who “regularly resided with and received support 

from only one parent”, “whose only such parent did not complete a baccalaureate degree”.
3
 

These students tend to come from families with lower incomes (Redford & Hoyer, 2017), have 

less experience with college financing, and have likely lower financial literacy due to their less 

educated parents. Not only do they tend to take out larger loans and take on multiple types of 

loans, they also do not reduce their borrowing as much when they are offered financial aids 

(Furquim, Glasener, Oster, McCall & DesJardins, 2017). First-generation students are also found 

to have lower financial literacy in aspects such as interest payments and rates, penalties for 

defaults, and consolidation options (Lee and Mueller, 2014), which further exacerbates the 

financial difficulties they are already facing. As a symbol of the increasing education level of the 

U.S. population and upward mobility, if first-generation students are indeed more burdened by 

student loan debt than continuing-generation students, then this is a nationwide issue 

policymakers should be worrying about. 

The reality suggests an urgent need to take a close look at first-generation students’ debt 

conundrum. Though a good amount of research on student debt has been done from the 

perspective of demographics
4
, few thus far have systematically studied whether and/or to what 

extent being a first-generation student can impact one’s student loan debt status and financial 

well-being years into college graduation. This thesis aims to fill that void. Using data from the 

U.S. Bureau of Labor Statistics’ National Longitudinal Survey of Youth 1997 (NLSY97), the 

 

3 Research suggests significant variations in the definition of “first-generation college student” in existing literature 
and consequently the number of students who can be categorized as first-generation college students (see 
Toutkoushian, Stollberg, & Slaton, 2018). 
4 See, for example, Houle (2013) on parents’ socioeconomic resources and young adults’ student loan debt, and 
Jackson & Reynolds (2013) on racial differences in student loan debt. 
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following chapters will explore the relationship between one’s generational status and their 

student debt burden upon college graduation as well as their debt repayment process after college 

graduation. To isolate the (possible) first-generation effect, I will be using a fixed effects 

ordinary least squares (OLS) model to control for confounding factors such as gender, race, 

family contribution, and access to financial aid, as well as the type of institution first attended. 

The rest of this thesis is organized as follows: Chapter 2 provides existing literature on 

student loan debt and its effect on different demographic groups, including first-generation 

students. Chapter 3 lays out the conceptual framework of the study. Chapter 4 introduces data 

sources and the models that will be used in the analyses. Chapter 5 provides descriptive and 

inferential results. Chapter 6 discusses the main results and the limitations of this study and 

provides policy recommendations. 
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Literature Review 

The research to date has generated a wealth of literature on the determinants of 

individuals’ student loan debt status, the short-term and long-term impact of student loan debt, 

and how student loan debt affects different demographic groups differently. Most existing 

literature suggests that low-income students, minorities, and first-generation students are the 

most burdened by student loan debt, and that having student loan debt - regardless of debt 

amount - is associated with significantly lower financial well-being even years after college 

graduation. 

Student Loan Debt and Financial Well-Being 

Having student loan debt is found to be associated with various types of financial 

hardships. For example, Zhan, Xiang, and Elliott III (2016) examined the effect of student loan 

debt on young adults’ wealth outcomes and found that individuals with outstanding student loans 

upon college graduation have on average $13,683 (75%) less in net worth
5
 by age 30 than those 

without such loans, holding constant other individual characteristics such as gender, race, health 

status, and family financial background. What is particularly interesting about their study is that 

they do not find a significant correlation between the amount of outstanding loans and individual 

net worth, which suggests that the sheer presence of student loan debt could have a negative 

impact on young adults’ wealth outcomes. In a similar vein, Elliott III, Grinstein-Weiss, and 

Nam (2013) studied the effect of student loan debt on household asset
6
 accumulation and found 

that when controlling for other relevant covariates, a household with a median asset amount in 

 

5 Defined in the Zhan paper as “the total value of financial assets, nonfinancial assets, and primary housing, less the 
value of liabilities” (Zhan, Xiang, & Elliott III, 2016). 
6 Defined in the Elliott paper as “the sum of savings, checkings, and money market accounts; certificates of deposit 
(CDs), stocks, bonds, mutual funds, 401(k)s, plan balances, IRAs, the cash value of whole life insurance policies, 
and tangible assets” (Elliott III, Grinstein-Weiss, & Nam, 2013). 
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2007 ($225,035) is expected to have $44,661 (20%) less in assets in 2009 should they have any 

outstanding student loans. In line with the Zhan study, the Elliott study also finds no significant 

association between the debt amount and asset amount. 

There is also evidence that student loan debt could impede one’s long-term earning 

capacity. Minicozzi’s (2005) study on student loan debt and wages shows that when the total 

debt incurred for college increases from $5,000 to $10,000, while one’s initial wage right after 

graduation is predicted to rise by 8 percent, the wage growth over the next four years is predicted 

to fall by 5 percent. The author further concludes that this might be because individuals who 

financed college education mainly through loans would have less incentive to invest in further 

training and may not pursue careers they are best suited for due to salary-related concerns. 

Minicozzi’s findings are confirmed by another study by Hiltonsmith (2013), which suggests that 

while indebted households might enjoy higher incomes at the beginning of their careers, they 

quickly fall behind their debt-free peers when they reach age 40 as the latter enjoys greater job 

flexibility and mobility. 

Other research looks at more specific aspects of individuals’ financial well-being and 

student loan debt and presents rather interesting results. For instance, Houle and Berger (2015) 

analyzed data from NLSY97 and found that contrary to common belief, there is no substantive 

correlation between having student loan debt and homeownership among young adults. 

Similarly, Rutledge, Sanzenbacher, and Vitagliano (2016) conducted a multivariate analysis on 

student loan debt and early-career retirement savings and concluded that while having student 

loan debt is negatively associated with retirement assets by age 30 for bachelor’s degree holders, 

there is little evidence that a significant correlation exists between having student loan debt and 

one’s chances of participating in a retirement plan. 
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Student Loan Debt and Demographic Groups 

There is an abundance of literature on the different effects - or lack thereof - of student 

loan debt on different demographic groups. From a socioeconomic angle, Addo, Houle and 

Simon (2016) studied the NLSY97 cohort and found that young adults from wealthier family 

backgrounds
7
 have significantly less student debt than those from less wealthy families when 

they turn 25. They further discovered that compared to their white counterparts, black young 

adults are less protected by their parents’ wealth (i.e., while parent’s wealth is negatively 

associated with white youth’s debt amounts, it is not significantly associated with black youth’s 

debt amounts). Another piece of study provides additional evidence on the correlation between 

socioeconomic status and young adults’ student loan debt by suggesting that young adults who 

have at least one college-educated parent have on average 54 percent less student loan debt than 

those who do not have a college-educated parent (Houle, 2014). 

As briefly discussed above, race is another important aspect of the story. The research to 

date has suggested that student loan debt disproportionately harms minority students. For 

example, descriptive statistics from a recent Brookings study show that black students graduate 

from college with an average
8
 of $7,400 more in student loan debt than their white peers, and 

that this gap more than triples to $25,000 four year after graduation (Scott-Clayton & Li, 2016). 

Houle and Addo take a step further in their 2018 study by looking into racial disparities in 

student debt over one’s life course. They found that blacks will have on average twice the 

student debt (186 percent) of whites 15 years after college graduation, and that these disparities 

 

7 Measured by parent’s wealth, which is defined in the Addo paper as parent-reported household net worth in the 
base year. 
8 Including non-borrowers. 
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may foreshadow additional difficulties in the future of the black middle class and contribute to 

the longtime racial inequality in the U.S. at large (Houle and Addo, 2018). 

There are also studies that look more specifically at the interaction between one’s 

generational status and their student loan debt, and how demographic and socioeconomic factors 

play into this process. These topics will be discussed in more detail in the next section. 

Student Loan Debt and First-Generation College Students 

Student loan debt can be an especially heavy burden for first-generation students for a 

variety of reasons. Perhaps most important of all, first-generation students are more likely than 

continuing-generation students to come from family backgrounds that facilitate the need to take 

out student loans. A 2018 NCES report comparing the high school and postsecondary 

experiences of first and continuing-generation students points out that a much greater percentage 

of first-generation students - 77 versus 29 percent - come from households with an annual 

income of $50,000 or less than their continuing-generation peers (Redford & Hoyer, 2017). Even 

at the same income level, first-generation students are less likely to receive support from their 

parents: according to Hillman, Gast, and George-Jackson (2015), holding constant family income 

and other relevant characteristics, parents without a bachelor’s degree are much less likely to 

help their kids pay for college, to start financial preparation for college, and to open college 

savings accounts for their kids. Furthermore, unlike continuing-generation students, first-

generation students borrow even more as their expected family contribution increases and do not 

reduce their borrowing as much when offered financial aid (Furquim et al., 2017). All these 

findings suggest that first-generation students not only have fewer financial resources but 

perhaps also lower financial literacy, which leads to the next important topic. 
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Only a limited amount of literature exists for the financial literacy of first-generation 

students and the results are a bit of a mix. For instance, Annabi, González-Ramírez, and Müller 

(2018) analyzed data from a survey of 835 undergraduate students from a private college in the 

Northeastern U.S. and found that first-generation students, on average, performed worse on 

certain financial knowledge questions. Yet the difference between first-generation and 

continuing-generation students is only significant on three of the eight survey questions 

(diversification, numeracy, and compound interest), and the generalizability of the results can be 

called into question as the researchers drew the sample from a single, private college that may 

introduce significant sampling bias into the analysis. Similarly, Lee and Mueller (2014) surveyed 

500 first-year students (of whom 156 completed the survey) from a midsized, four-year public 

institution in the U.S. and found that while student loan debt weighs more on first-generation 

students’ decision to attend college, first-generation students do not have significantly less 

knowledge than their continuing-generation peers on the student loan process. 

First-generation students also have other characteristics that put them at a disadvantage 

with regard to student loan debt. For example, recent statistics show that first-generation students 

are more than three times as likely (16 percent versus five percent) as continuing-generation 

students to first enroll in a private for-profit institution
9
 
10

 which typically offers little financial 

aid (Cataldi, Bennett & Chen, 2018; Furquim et al, 2017). Additionally, there is evidence that 

this first-continuing generational gap extends into individuals’ labor market outcomes long after 

college graduation: on average, first-generation men are earning 11 percent less in wages than 

their continuing-generation counterparts and for first-generation women, nine percent (Manzoni 

 

9 Here “first-generation students” is defined as students “who had enrolled in college whose parents did not 
participate in any postsecondary education” (emphasis by me; Cataldi, Bennett & Chen, 2018). The statistic for 
students whose parent(s) attended some college is 10 percent. 
10 Including private for-profit institutions at all postsecondary levels. 
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& Streib, 2019). The authors further suggest that this wage gap is mainly channeled through 

occupational sector (e.g., for-profit versus not-for-profit sector) for men and race and 

motherhood for women (Manzoni & Streib, 2019).  
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Conceptual Framework 

The purpose of this thesis is to unveil whether and by what means being a first-generation 

student affects one’s student loan debt status upon college graduation and the debt repayment 

process in the years to come. Although there has not been a conceptual model designed in 

particular to examine these relationships, the interaction between some of the key factors in these 

relationships can be broken down rather easily using the model below. 

 

 

 

Figure 1 Conceptual Framework 

Figure 1 provides the general framework through which this thesis’ key research 

questions will be examined. A solid arrow indicates the relationship has been proven - at least 

+ 

_ 
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partially - by previous studies, while a dashed arrow indicates a relationship to be explored in 

this thesis. 

To isolate the (possible) first-generation effect, a few confounding factors - as suggested 

by existing literature - need to be controlled for. I group these confounding factors into three 

broad categories: demographic factors, socioeconomic factors, and institution factors. 

Demographic and socioeconomic factors are individual characteristics that correlate both with 

one’s likelihood of being a first-generation student and the amount of student loan taken out 

before and/or during college, such as gender, race, household net worth, and family contribution. 

Institution factors are the characteristics of postsecondary institutions that are associated with 

individuals’ generational status and the amount of student loans they take out, including the 

institution type (e.g., whether it is a four-year or a two-year institution, public or private, etc.) 

and whether the individual was offered financial aid (such as grants, tuition or fee waivers, and 

scholarships). Additionally, because the individuals in the sample went to college at different 

ages, it is possible that there were certain policy factors, observed and unobserved, that could 

impact our outcomes of interest. What this thesis is interested in is that, net of the effect of these 

confounding factors, whether first-generation students still take out greater amounts of loans to 

finance college, and whether it takes them a longer time to pay off their student loan debt. 

Hypotheses 

Based on the discussion above and the data available, the hypotheses to be tested in this 

thesis are: 

1. First-generation students, on average, take out greater amounts of government 

educational loans than continuing-generation students for the first postsecondary 

institution attended. 
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2. First-generation students, on average, owe greater amounts on government 

educational loans at age 25. 

3. First-generation students, on average, owe greater amounts on government 

educational loans at age 30. 

4. First-generation students, on average, have greater educational debt to income ratios 

at age 30. 
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Data, Variables, and Methods 

Data 

The data used to conduct the analyses in this thesis were collected by the U.S. Bureau of 

Labor Statistics’ National Longitudinal Survey of Youth 1997 (NLSY97). All data related to the 

survey are accessible through the NLSY97’s program website. The survey follows a nationally 

representative cohort of 8,984 individuals
11

 born between 1980-84 from 1997 onwards, and 

collects data on a wide variety of individual characteristics ranging from schooling and labor 

market activity to program participation and health. The respondents have been surveyed 18 

times to date
12

, with the most recent round finished in 2017. 

Because the main purpose of this thesis is to compare the student debt outcomes of first 

and continuing-generation students, this thesis’ research sample contains only individuals who 

have attended at least some college. To eliminate the potential impact of time-varying factors 

associated with different years of enrollment, this thesis looks only at individuals who were first 

enrolled in a postsecondary institution in 2002, the year when the most new enrollments were 

observed. This eventually gives a sample size of 456 observations. 

To identify first-generation students, a binary variable indicating one’s generational 

status is set equal to one if both one’s parents
13

 only completed high school or less in the base 

year (1997). The reason that I use the parental education level in the base year rather than when 

 

11 Including a cross-sectional sample of 6,748 respondents “designed to be representative of people living in the 
United States during the initial survey round” and a supplemental sample of 2,236 respondents “designed to 
oversample Hispanic or Latino and black people living in the United States during the initial survey round”. For 
more details on the survey sample, visit https://www.nlsinfo.org/content/cohorts/nlsy97/intro-to-the-sample/nlsy97-
sample-introduction-0. 
12 The survey was conducted annually between 1997 and 2011 and is now biennial. 
13 The analyses in the following chapters use the education level of one’s residential parents (which can be either 
biological or non-biological parents) instead of one’s biological parents because residential parents are expected to 
have a greater impact on one’s experience growing up. 
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the individual went to college is that the former better reflects one’s overall adolescent 

experience and is therefore a better proxy for one’s first-generation status. Using this measure, 

151 (33.11%) individuals in the sample are identified as first-generation students. 

Methods 

 The two main outcomes this thesis is interested in are individuals’ amount owed on 

government educational loans at age 25 and age 30
14

. These two numbers tell the story of one’s 

student loan debt status at the beginning of their career (typically three to five years after college 

graduation, depending on the type of degree earned) and the progress they have made towards 

debt repayment by age 30. The basic strategy used in the examination is ordinary least squares 

(OLS) regression. Furthermore, because individuals in the sample were of different ages when 

they first entered college and turned 25 and 30 at different points in time, birth year fixed effects 

are also applied to control for any unobserved/unobservable factors that change over time but 

affect all individuals in the same fashion. This aims to prevent year-fixed characteristics from 

biasing the coefficients of interest. Certain demographic, socioeconomic, and institution 

characteristics, as discussed in the previous chapter, are also included in the regression models to 

reduce omitted variable bias. 

 The specific regression models to be used are as follows: 

 

govloani = β0 + β1FGi + β2femalei + β3minorityi + β4hhnetworthi + β5publicaai + β6privateaai 
+ β7privatebai + β8famcontributioni + β9finaidi + !i + "i 

 

debti = #0 + #1FGi + #2femalei + #3monorityi + #4hhnetworthi + #5privatei + #6govloani 
+ #7wagei + $i + %i15 

 

14 As discussed in the Hypotheses section of Chapter 3, this thesis will also test whether first-generation students 
take out greater amounts of government educational loans than continuing-generation students for the first 
postsecondary institution attended. Yet because existing literature has already provided some evidence on this 
matter, this hypothesis is not the primary research question of this thesis and is only tested for context purposes. 
15 This model is applied separately on individuals attending two-year and four-year institutions. 
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 The alpha and gamma terms denote birth year fixed effects, which is the equivalent of a 

dummy variable for each year in which individuals were born. The epsilon and mu terms are 

error terms. Definitions of the variables in the models are discussed in the following “Variables” 

section. 

Variables 

 The variables used in the analyses of this thesis are listed in Table 1. The key dependent 

variable in the analyses is FG, which is a binary variable set equal to one if the individual is 

identified as a first-generation student. The key independent variables are govtloan and debt, 

which encode the amount of government educational loans one took out while attending his/her 

first postsecondary institution and the amount one owed on government educational loans at age 

25 and age 30, respectively. 
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Table 1 Variables and Descriptions 

VARIABLE DESCRIPTION SOURCE(S) 

Dependent Variables 

govtloan Continuous variable encoding total amount of government 
educational loans taken out while attending first postsecondary 
institution. Measured in dollars. 

Calculated based on term-specific 
government loan variables in 
NLSY97 

debt Continuous variable encoding total amount owed on government-
subsidized or other types of government educational loans at age 
25 and age 30. Measured in dollars. 

Acquired directly from NLSY97 

Independent Variable 

FG Binary variable set equal to one if neither residential parent 
completed 12th grade. 

Calculated based on residential 
parents' “highest grade completed” 
variable in NLSY97 

Control Variables 

female Binary variable set equal to one if individual is female Calculated based on categorical 
gender variable in NLSY97 

minority Binary variable set equal to one if individual is not non-Hispanic 
white 

Calculated based on categorical 
race/ethnicity combined variable in 
NLSY97 

hhnetworth Continuous variable encoding base year parent-report household 
net worth. Measured in thousands of dollars. 

Acquired directly from NLSY97 

private Binary variable set equal to one if institution is private Acquired directly from NLSY97 

publicaa Binary variable set equal to one if institution is two-year public Interaction term. Calculated based on 
categorical institution type variables 
in NLSY97 

privateaa Binary variable set equal to one if institution is two-year private Interaction term. Calculated based on 
categorical institution type variables 
in NLSY97 

privateba Binary variable set equal to one if institution is four-year private Interaction term. Calculated based on 
categorical institution type variables 
in NLSY97 

famcontribution Continuous variable encoding total amount of financial aid 
received from family or friends not expected to be paid back. 
Measured in dollars. 

Calculated based on term-specific 
family contribution variables in 
NLSY97 

finaid Continuous variable encoding total amount of financial aid 
received from first postsecondary institution. Measured in dollars. 

Calculated based on term-specific 
financial aid variables in NLSY97 

wage Continuous variable encoding total annual income from wages and 
salaries at age 25 and age 30. Measured in dollars. 

Acquired directly from NLSY97 
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Results 

Descriptive Results 

Table 2 below presents selected summary statistics for first- and continuing-generation 

students in the thesis sample. 

Table 2 Summary Statistics for First- and Continuing-Generation Students 

 First-Generation 
(n = 151) 

Continuing-Generation 
(n = 305) 

 Mean Standard 
Deviation 

Mean Standard 
Deviation 

Female (%) 56.954 49.689 51.148 50.067 

Minority (%) 53.642 50.033 29.836 45.829 

Base Year Family Income (thousands of dollars) 26.898 27.262 56.947 59.266 

Base Year Household Net Worth 
(thousands of dollars) 

48.335 85.241 112.475 174.697 

Type of First Postsecondary Institution Attended     

    Four-Year (%) 49.669 50.165 78.361 41.246 

        Public (%) 41.060 49.358 58.361 49.377 

        Private (%) 8.609 28.143 20.000 40.066 

    Two-Year (%) 50.331 50.165 21.639 41.246 

        Public (%) 49.007 50.156 20.984 40.786 

        Private (%) 1.325 11.470 0.656 8.084 

Total Family Contribution Received While 
Attending First Postsecondary Institution 
(dollars) 

5160.967 13066.090 20901.170 33747.700 

Total Financial Aid Received While Attending First 
Postsecondary Institution 
(dollars) 

8877.662 18234.250 15215.280 29392.400 

Total Government Educational Loans Taken Out 
While Attending First Postsecondary Institution 
(dollars) 

4416.212 10016.860 7053.911 14812.080 

Total Amount Owed on Government Educational 
Loans, Age 25 (dollars) 

7500.040 20453.660 10416.690 21654.640 

Total Amount Owed on Government Educational 
Loans, Age 30 (dollars) 

10060.540 20828.800 12055.080 30793.930 

Annual Income from Wages and Salaries, Age 30 
(dollars) 

36773.910 28457.280 51178.930 43205.050 
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With respect to demographics, while the gender division within the two groups are both 

fairly even, first-generation students in the sample are much more likely (54 percent versus 30 

percent) than continuing-generation students to belong to an ethnic minority group. First-

generation students also tend to come from lower socioeconomic backgrounds - measured both 

by base year family income and base year household net worth - with the averages of both 

indicators less than half as high for first-generation students as for continuing-generation 

students. 

With respect to the type of institution attended, in line with previous research
16

, first-

generation students are more likely than continuing-generation students to first attend a two-year 

postsecondary institution. 50.33 percent of the individuals identified as first-generation students 

in the sample were first enrolled in a two-year postsecondary institution, comparing to only 

slightly over 20 percent of the individuals identified as continuing-generation students. 

Additionally, within both the four-year and two-year categories, first-generation students are 

much less likely than continuing-generation students to choose private postsecondary 

institutions: while one-fifth of the continuing-generation students in the sample first attended a 

private four-year institution, less than one in ten first-generation students did so. 

  

 

16 See, for example, Cataldi, E. F., Bennett, C. T., & Chen, X. (2018). 



20 

 

 

 

Figure 2 Percent Students First Enrolled in a Postsecondary Institution in 2002, by Institution 

Type 

 

With respect to means of financing postsecondary education, descriptive results suggest 

that first, compared to continuing-generation students, first-generation students in the sample 

received much (more than three times) less contribution from their families to help pay for their 

attendance at their first postsecondary institution. This echoes the descriptive finding that first-

generation students tend to come from lower socioeconomic backgrounds, as well as findings 

from prior research that parents of first-generation students are less likely to help pay for their 

children’s college education. First-generation students in the sample also received less financial 

aid, which includes grants, tuition or fee waivers or reductions, and fellowships or scholarships, 

while attending their first postsecondary institution. Interestingly, with regard to government 

educational loans, first-generation students not only seem to have taken out smaller amounts of 

loans than continuing-generation students while attending their first postsecondary institution, 

but also owed less on government educational loans at both age 25 and age 30. 
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Figure 3 Amount of Family Contribution, Financial Aid, and Government Educational Loans 

Received by First-Generation and Continuing-Generation Students for First Postsecondary 

Institution Attended 

 

First-generation students in the sample, on average, also had lower income from wages 

and salaries than continuing-generation students at age 30. 

Inferential Results 

a) Total Amount of Government Educational Loans Taken out at the First Postsecondary 

Institution 

Table 3 and 4 below present regression results of total amount of government educational 

loans taken out by students at the first postsecondary institution attended (“government loans”) 

on the binary first-generation dummy plus different sets of controls. Regressions in Table 3 are 

conducted on the entire thesis sample (n = 456), while Table 4 contain regressions performed 

separately on two institution subsamples - individuals who attended a four-year institution and 

individuals who attended a two-year institution. In Table 3, Regression (1) is a simple OLS 

regression of the amount of government loans on the first-generation dummy; Regression (2) 

applies birth year fixed effects to the simple OLS regression; Regression (3) adds demographic 

controls to the fixed effects model; Regression (4) adds socioeconomic controls on top of 

Regression (3); Regression (5) further adds institution controls on top of Regression (4); and 
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finally, Regression (6) adds family contribution and financial aid controls on top of Regression 

(5). Table 4 is organized in a similar fashion. 

The simple OLS regression of the amount of government loans on the first-generation 

dummy in Table 3 suggests a negative and statistically significant (p < 0.05) correlation between 

being a first-generation student and the amount of government loans taken out at the first 

postsecondary institution. This is mostly consistent with all other regression results presented in 

Table 3, although the coefficient estimate is almost certainly inaccurate due to the numerous 

omitted variables in the model that are correlated with both one’s generational status and the 

amount of government loans taken out while in college. Regression (2) applies birth year fixed 

effects to the simple OLS regression to control for any factors associated with one’s birth year 

that can affect one’s generational status and the amount of government loans taken out in 

college, and the result is a much smaller standard error of the coefficient on the first-generation 

dummy largely due to the adjusted standard error based on the four clusters in the birth year 

variable. In Regression (3)-(5), as different sets of controls are added in, the coefficient on the 

first-generation dummy remains negative and statistically significant. It is noteworthy, however, 

that the size of the coefficient takes a “jump” when the institution controls are added in - from -

3068.61 in Regression (4) to -840.71 in Regression (5) - which implies that the omission of this 

set of variables generated a somewhat large downward bias on the coefficient on the first-

generation dummy in Regression (4). Finally, in Regression (6) when all sets of controls are 

included, the coefficient on the first-generation dummy is -954.54, suggesting that being a first-

generation student is associated with 954.54 dollars less government educational loans taken out 

at the first postsecondary institution attended (p < 0.05). This is a considerably large magnitude, 

considering the mean level of the government loans taken out in the sample is $6,180.46 (a 
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15.44% increase). The R
2
 value of this regression is 0.160, meaning that approximately 16% of 

the variation in the government loans variable can be explained by the independent variables in 

the regression. 

Table 3 Explaining the Amount of Government Educational Loans Taken Out by Students at 

First Postsecondary Institution Attended 

Dependent Variable = Total Government Educational Loans Taken out at First Postsecondary Institution 

 (1) (2) (3) (4) (5) (6) 

First-Generation 
Dummy 

-2637.700** 
[1176.066] 

-2366.630*** 
[398.748] 

-2594.162** 
[551.622] 

-3068.607** 
[543.350] 

-840.707*** 
[86.717] 

-954.539** 
[176.539] 

Female   3001.890** 
[861.725] 

2792.431** 
[784.099] 

1889.274** 
[593.785] 

1760.730 
[806.092] 

Minority   -34.950 
[851.573] 

-772.554 
[910.323] 

-17.715 
[764.592] 

78.130 
[768.234] 

Base Year 
Household Net 
Worth 

   -10.826*** 
[0.783] 

-13.216*** 
[1.171] 

-13.271 
[0.830] 

Institution Type 

    Public 2-Year     -7051.220*** 
[363.062] 

-6106.910*** 
[349.069] 

    Private 2-Year     -6211.860** 
[1137.739] 

-6423.666*** 
[964.461] 

    Private 4-Year     5643.314*** 
[581.613] 

4270.217*** 
[722.084] 

Family 
Contribution 

     -0.0167* 
[0.007] 

Financial Aid      0.0974*** 
[0.004] 

Birth Year Fixed 
Effects 

No Yes Yes Yes Yes Yes 

R2 0.0085 0.0085 0.0214 0.0345 0.126 0.160 

n 456 456 456 456 456 456 

Robust standard errors in square parentheses 
* p<0.1, ** p<0.05, *** p<0.01 

 

When running separate regressions for individuals who attended a four-year institution 

and individuals who attended a two-year institution, the coefficients on the first-generation 
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dummy tell completely different stories: in the regression with all sets of controls, the coefficient 

on the first-generation dummy suggests a negative correlation between being a first-generation 

student and the amount of government loans taken out for the former and a positive correlation 

for the latter. The coefficient on the first-generation dummy is statistically significant at the 10% 

level in the first regression and is also statistically significant at the 5% level in the second 

regression. 

Table 4 Explaining the Amount of Government Educational Loans Taken Out by Students at 

First Postsecondary Institution Attended, by Institution Type 

Dependent Variable = Total Government Educational Loans Taken out at First Postsecondary Institution 

 (1) 
All 

(2) 
Only Four-Year 

(3) 
Only Two-Year 

First-Generation Dummy -2085.384** 
[445.073] 

-1783.473* 
[442.639] 

636.807*** 
[53.746] 

Female 2213.021 
[998.996] 

2572.639* 
[882.027] 

-3.617 
[627.249] 

Minority -136.624 
[988.814] 

364.873 
[1221.616] 

-65.954 
[479.606] 

Base Year Household Net 
Worth 

-13.284*** 
[0.420] 

-14.432*** 
[0.914] 

0.107 
[1.112] 

Private Institution 4728.523** 
[880.964] 

4102.570** 
[884.592] 

208.759 
[1257.189] 

Family Contribution 0.005 
[0.008] 

-0.014 
[0.008] 

0.184* 
[0.071] 

Financial Aid 0.120*** 
[0.007] 

0.099*** 
[0.005] 

0.030 
[0.070] 

Birth Year Fixed Effects Yes Yes Yes 

R2 0.124 0.0976 0.0971 

n 456 314 142 

Robust standard errors in square parentheses 
* p<0.1, ** p<0.05, *** p<0.01 

 

b) Debt Burden at Age 25 and Age 30 
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In this section, three indicators are used to measure an individual’s student loan debt 

burden - the amount owed on government educational loans at age 25, the amount owed on 

government educational loans at age 30, and the debt to income ratio (DIR) defined as the 

amount owed on government educational loans divided by the annual income from wages and 

salaries at age 30. Because a considerable number of individuals in the sample were still enrolled 

in school and therefore did not report any income at age 25, the DIR is only used as an indicator 

for debt burden at age 30. 

As discussed in the previous section, because the type of institution one attended can play 

an important role in explaining the amount of government loans taken out as well as the 

employment outcomes after graduation, this section continues to conduct analysis separately on 

the two institution subsamples - individuals who attended four-year institutions and individuals 

who attended two-year institutions. Table 5 below presents results from the regressions of the 

three debt burden indicators on the first-generation dummy plus different sets of controls for 

individuals who were pursuing a four-year degree at the first postsecondary institution attended, 

while Table 6 presents results from the same set of analyses for individuals pursuing a two-year 

degree at the first postsecondary institution attended. Within each table, Regression (1)-(3) are 

the regressions of the amount owed on government educational loans on the first-generation 

dummy plus different sets of controls; Regression (4)-(6) and (7)-(9) follow the same design, 

with the dependent variables being the amount owed on government educational loans at age 30 

and the DIR at age 30, respectively. 

At a first glance, none of the coefficients on the first-generation dummy in Table 5 are 

statistically significant. This implies that for individuals who attended a four-year institution, the 

estimated relationships between being a first-generation student and the three debt burden 
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indicators may well be the result of random variation in the sample, and it is not unlikely that 

there is in fact no correlation between one’s generational status and his/her debt burden at all. 

Across the three regressions with all sets of controls (i.e., Regression (3), Regression (6), and 

Regression (9)) in Table 5, the amount of government loans taken out at the first postsecondary 

institution, the female dummy, and the private institution dummy appear to be statistically 

significant in the first two debt amount regressions, though no independent variable, predictor or 

control, is statistically significant in the DIR regression. Analyses for individuals who attended a 

two-year institution, as presented in Table 6, tell more or less the same story, with no coefficient 

on the first-generation dummy statistically significant in the three regressions with all sets of 

controls. 



 

Table 5 Explaining the Student Loan Debt Burden of Individuals at Age 25 and Age 30, Four-Year Institutions Only 

 Amount Owed on Government Educational Loans 
at Age 25 

Amount Owed on Government Educational Loans 
at Age 30 

Debt to Income Ratio at Age 30 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) 

First-
Generation 
Dummy 

645.349 
[4531.731] 

1144.286 
[4449.277] 

149.518 
[4342.069] 

1428.094 
[13767.620] 

1814.567 
[1092.962] 

-575.160 
[799.555] 

-0.419 
[0.784] 

-0.407 
[0.247] 

-0.663 
[0.347] 

Total 
Government 
Educational 

Loans Taken 
out at First 
Postsecondary 
Institution 

 0.547* 
[0.139] 

0.560* 
[0.135] 

 0.423 
[0.171] 

0.435 
[0.172] 

 0.0000125 
[0.0000142] 

0.0000149 
[0.0000152] 

Female   904.438 
[449.016] 

  5464.070** 
[1234.547] 

  -0.152 
[0.241] 

Minority   -100.499 
[407.321] 

  111429.640 
[5772.179] 

  -0.235 
[0.435] 

Base Year 
Household Net 
Worth 

  -5.910** 
[1.137] 

  10.759 
[14.296] 

  -0.000583 
[0.00155] 

Private 
Institution 

  -6545.889* 
[2095.756] 

  -6459.745** 
[1061.423] 

  -0.434 
[0.257] 

Wage at Age 

30 

     0.024 

[0.054] 

  -0.0000152 

[7.97e-06] 

Birth Year 

Fixed Effects 

Yes Yes Yes Yes Yes Yes Yes Yes Yes 

R2 0.000 0.125 0.140 0.0002 0.0431 0.0815 0.0021 0.0049 0.0423 

n 314 314 314 314 314 314 292 292 292 

Robust standard errors in square parentheses 

* p<0.1, ** p<0.05, *** p<0.01 
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Table 6 Explaining the Student Loan Debt Burden of Individuals at Age 25 and Age 30, Two-Year Institutions Only 

 Amount Owed on Government Educational Loans 
at Age 25 

Amount Owed on Government Educational Loans 
at Age 30 

Debt to Income Ratio at Age 30 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) 

First-
Generation 
Dummy 

-909.865 
[988.0692] 

-1596.659 
[688.541] 

-1475.000 
[965.050] 

362.639 
[1741.134] 

-91.013 
[1620.909] 

-316.839 
[1889.929] 

-0.309* 
[0.0999] 

-0.311* 
[0.101] 

-0.398 
[0.188] 

Total 
Government 
Educational 

Loans Taken 
out at First 
Postsecondary 
Institution 

 1.237** 
[0.357] 

1.242* 
[0.425] 

 0.817*** 
[0.105] 

0.768*** 
[0.0438] 

 0.0000154 
[8.22e-06] 

0.0000263 
[0.0000137] 

Female   -1399.109 
[1829.054] 

  912.003 
[1895.127] 

  0.271* 
[0.0925] 

Minority   -1459.702 
[776.622] 

  -1064.786 
[1403.200] 

  -0.392 
[0.214] 

Base Year 
Household Net 
Worth 

  -5.152 
[3.341] 

  -12.755 
[12.010] 

  -0.00185 
[0.00179] 

Private 
Institution 

  -1756.814*** 
[122.629] 

  12571.15 
[10519.910] 

  0.555** 
[0.157] 

Wage at Age 

30 

     0.0204 

[0.0199] 

  -0.0000146 

[3.92e-06] 

Birth Year 

Fixed Effects 

Yes Yes Yes Yes Yes Yes Yes Yes Yes 

R2 0.0027 0.0860 0.0961 0.000 0.0201 0.0424 0.0148 0.0152 0.0900 

n 142 142 142 142 142 142 115 115 115 

Robust standard errors in square parentheses 

* p<0.1, ** p<0.05, *** p<0.01
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Discussion 

This thesis tries to answer the question of whether first-generation college students face 

additional difficulties in financing postsecondary education. More specifically, it looks at 

whether first-generation students take out greater amounts of government educational loans to 

pay for their attendance at the first postsecondary institution they attended and whether it takes 

them a longer time to repay the loans they took out. The analysis of this topic is inspired by the 

existing literature on the adverse effect of student loan debt on individuals' financial well-being, 

as well as the varying extents of that effect on different demographic groups. The regression 

results of this thesis show that perhaps counterintuitively, first-generation students take out 

smaller amounts of government educational loans than continuing-generation students while 

attending their first postsecondary institution, and there is not enough evidence that they are 

more burdened by student loan debt at age 25 and age 30, measured both by the amount owed on 

government educational loans and the debt to income ratio. 

It is important, however, to bear in mind when interpreting these results that this study 

has several crucial limitations. The most obvious one is omitted variable bias. For instance, it is 

likely that first-generation students, due to their lower socioeconomic backgrounds, would prefer 

institutions with lower tuition when making the decision about which institution to enroll in. And 

because tuition is positively correlated with the amount of government loans needed to be taken 

out (the higher the tuition, the more government loans needed to pay for the tuition), the 

omission of tuition from the regression model would downwardly bias the coefficient on the 

first-generation dummy and it is not unlikely that the coefficient on the first-generation dummy 

would have been positive. Likewise, because the data from NLSY97 does not include private 

loans, if we assume first-generation students have less information on government loan programs 
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and are more likely to resort to private loans that have higher interest rates and more stringent 

repayment policies, the omission of private loans would also have downwardly biased the 

coefficient on the first-generation dummy. It is also likely that in the second set of analyses (the 

analyses of the relationship between one’s generational status and post-graduation debt burden), 

the omission of a “highest degree ever achieved” variable has generated a downward bias on the 

coefficient on the first-generation dummy: because first-generation students are less likely than 

continuing-generation students to pursue a higher degree after receiving a bachelor’s, they will 

naturally have less student loan debt than those who took out additional loans to finance a second 

degree by the time they turn 25 and 30. Due to the unavailability of such variables in NLSY97, it 

is hard to eliminate these omitted variable biases and one must take caution before drawing any 

conclusions from the results presented above. 

The second source of imprecision is associated with the way some of the variables are 

calculated. By virtue of the survey design of NLSY97, we are only able to obtain the cumulative 

amounts of family contribution received, financial aid received, and government educational 

loans taken out by the time one left their first postsecondary institution - i.e., if someone dropped 

out of the institution without receiving a degree, the models would not differentiate them from 

those who graduated with a degree and would not be able to account for the reduction in the 

financial resources spent as a result of dropping out nor the employment penalty associated with 

failing to obtain a degree. If we assume that first-generation students are more likely than 

continuing-generation students to drop out of college, then the models’ failure to account for the 

aforementioned factors would generate a downward bias on the first-generation coefficient in 

explaining the amount of government loans taken out and an ambiguous bias on the first-

generation coefficient in explaining the amount owed on government educational loans at age 25 
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and age 30 (dropping out is associated with both less government educational loans and more 

difficulties in debt repayment due to lower wages). Similarly, if someone transferred out of an 

institution and received a degree elsewhere, the models would not capture this transition either 

and would treat him/her the same way as college dropouts. 

Additionally, due to the limited time frame and the need to calculate several cumulative 

variables, this thesis did not end up having a satisfactory sample size. The overall thesis sample 

has 456 observations, while the two institution subsamples have only 314 and 142 observations, 

respectively. This poses challenges to producing reliable results in two major ways. First, a 

relatively small sample size means that in order for a coefficient to be statistically significant, the 

relationship between the independent and dependent variables needs to be very large in 

magnitude. This is likely the explanation for the largely insignificant first-generation coefficients 

in the second set of analyses - it is likely that a meaningful correlation does exist between one’s 

generational status and post-graduation debt burden, yet the correlation is not so large in size as 

to override the big standard errors produced by the small sample sizes. On the other hand, even if 

the first-generation coefficient does appear to be significant in some specifications, one cannot 

rule out the possibility that it is because the analyses look only at individuals enrolled in college 

in one year (2002) and that the same pattern would not be observed in another sample where 

individuals enrolled in college at different points in time. 

Despite these limitations, this thesis contributes to the ongoing conversation about the 

American postsecondary education system in many different ways. It highlights the lack of 

current literature on first-generation college students, a population that is receiving an increasing 

amount of attention in recent years and symbolizes upward mobility, as well as the importance of 

systematically examining the student loan debt burden of first-generation students to better 
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support their long-term development. Although the results may not be so robust as to draw any 

meaningful policy inferences, this thesis does underscore the importance of collecting and 

administering high-quality data so that researchers are better able to conduct analyses that 

produce reliable results to advise policymaking. There is already research suggesting that first-

generation students may face additional difficulties in financing college education (e.g., lower 

socioeconomic backgrounds, less likely to receive support from parents, do not change 

borrowing behaviors as much when offered financial aid, etc.). And if future evidence does 

suggest that first-generation students are more burdened by student debt repayment, 

policymakers will need to think about the possible implications of this conundrum and what we 

can do to ease the difficulties for first-generation students to succeed. 
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