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MoneyWatch

Most Americans don't earn enough to afford
basic costs of living, analysis finds

By Megan Cerullo

Edited By Alain Sherter

CBS News

Updated on: May 14, 2025/ 1:35 PM EDT / CBS News
link

The gap between what Americans earn and how much they need to bring in to achieve a basic
standard of living is growing, according to a new report.

The analysis, from the Ludwig Institute for Shared Economic Prosperity (LISEP), looks beyond
whether people can afford daily necessities like food and shelter to consider whether they have
the means to pay for things like the technology tools necessary for work, higher education, and
health and child care costs.

In tracking costs associated with what the group calls a "basket of American dream essentials,”
LISEP says its Minimal Quality of Life index provides a truer picture of how Americans are
faring than standard economic data, such as the nation's gross domestic product and jobless rate.
The index captures the annual change in the typical costs facing low- and moderate-income
households who are looking to maintain a basic quality of life.

"We analyze these components not just in terms of financial figures but as crucial elements that
shape a family's capability to achieve a desirable standard of living," the group explains in a
paper describing its approach.


https://www.cbsnews.com/moneywatch?ftag=CNM-16-10abg0d
https://www.cbsnews.com/news/cost-of-living-income-quality-of-life/?utm_source=firefox-newtab-en-us
https://lisep.org/mql
https://cdn.prod.website-files.com/63ba0d84fe573c7513595d6e/68212db8d973842c02dcd1eb_MQL%20Methodology.pdf

The findings? For the bottom 60% of U.S. households, a "minimal quality of life" is out of reach,
according to the group, a research organization focused on improving lower earners' economic
well-being.

"The middle class has been declining — we just haven't recognized it fully,” LISEP Chairman
Gene Ludwig told CBS MoneyWatch. "It's really dangerous because it's the kind of thing that
leads to social unrest, and it's not fair. The American dream is not that it's given to you — it's
that if you work hard, you have a chance to get ahead and achieve the things in life that you want
to achieve. It's not living in a tent, not having to steal.”

Peering beneath the surface

By those standards, the lowest-earning Americans around the U.S. are falling well short,
according to LISEP. These households, which in 2023 earned an average of $38,000 per year,
would need to make $67,000 to afford the items the group tracks as part of its index, which also
includes professional clothing and basic leisure activities.

"Traditional headline economic indicators like GDP and unemployment tell us the economy is
thriving, but they don't reflect the lived reality of most Americans,” Ludwig said in a statement.
"Americans are working harder than ever, fueling our economic growth, but the benefits of that
hard work are not being distributed in a way that supports upward mobility for too many middle-
and low-income Americans."

From 2001 to 2023, the cost of affording what amounts to a basic level of economic security
doubled, according to LISEP's analysis. Housing and health care costs surged, while the amount
of savings required to attend an in-state, public university soared 122%.

Meanwhile, median earnings for the bottom 60% of income earners fell 4% over that span when
adjusting for the cost of goods tracked by the group's index, according to LISEP. Income growth
for these households has also lagged, rising 0.37% per year during the same period — less than
half as much as for the top 40% of earners, the group found.

The gap between how much low-income families earn and how much they need to afford a
minimum cost of living is expected to keep widening, Ludwig told CBS MoneyWatch.

"Unfortunately, it is growing because the items that go into the basket of goods and services that
make the minimal quality of life are inflating at a higher rate than wages are inflating," he said.






Farmers fear Trump trade winds could
damage crops: ‘It’s unnerving’

Economists estimate grain farmers could lose money as total production costs remain above
current prices

Debbie Carlson in Chicago

Wed 21 May 2025 07.00 EDT
The Guardian

Planting season is well under way across the US. And while farmers welcome news that the US
and Chinese officials agreed to temporarily reduce tariffs placed on exports, plenty of uncertainty
remains.

China is one of the top three importers of US food commodities, behind Canada and Mexico, and
the escalating trade war between Washington and Beijing has worried farmers - particularly
grain farmers, who lost money on last year’s harvest as bumper crops weighed on prices.

Even as farmers plant this year’s corn and soya bean crops, agricultural economists estimate
grain farmers could lose money again as total production costs remain above current prices,
unless something changes.

In a 90-day truce announced on 12 May, the US will cut the additional tariffs it placed on
Chinese imports to 30%, down from 145%, while Chinese levies on US imports will drop to
10%. Over the next three months, the two countries will continue negotiations.

Soya bean farmers have much to gain — or lose — in Chinese trade talks. Last year 54% of US
soya bean exports went to China, according to the American Soybean Association.

Soya beans were a casualty of Donald Trump’s trade war with China during his first term in
2016. Between 2000 to 2016, the US’s share of Chinese soya bean imports averaged around
40%, but by 2018 but it fell sharply as China turned to Brazil for its oilseed needs, said Lane
Akre, economist at Farm Journal, a trade publication.


https://www.theguardian.com/profile/debbie-carlson
https://www.theguardian.com/business/2024/dec/30/farmers-trump-tariffs

Although the US and China eventually formalized trade for a few years, the US’s market share
of Chinese purchases never rebounded. Last year it was only 22%, Akre said.

Caleb Ragland, the soya bean association’s president and a soya bean producer in Kentucky, and
Brian Duncan, president of Illinois Farm Bureau, who also runs a grain and livestock farm in
north-west Illinois, both said they’re happy to see a truce, but the 90-day pause is not a long-term
solution.

“We understand the importance of fair trade, but we’ve historically supported a rules-based
approach to trade. We’re hopeful that the negotiations here can lead to a productive framework,”
Duncan said.

Duncan said the investments farmers make in their operations, such as machinery, land, livestock
and crops, are costs that often are paid for over years, costs that can’t be passed on. That makes
trade uncertainty so difficult to manage.

“We’re price takers, not price makers. So it’s unnerving here, as we’re planting this crop,
wondering what demand is going to be, and realizing that during the last round of trade disputes
with China, it pushed them further into the arms of Brazil,” he said.

China is also an important export market for US pork, as 55% of pork offal products not readily
consumed domestically, such as snouts and feet, go to China, in addition to muscle cuts,
according to the National Pork Producers Council.

Karl Setzer, partner with Consus Ag Consulting, a grain merchandising consultant, said farmer
sentiment surveys, such as those taken monthly by Purdue University, show farmers are
optimistic and think tariffs will be beneficial in the long run. He said some of that optimism may
reflect the fact that farmers received subsidies from the Trump administration during the last
trade war. Setzer wasn’t sure the optimism on tariffs is warranted in the long run.

Despite the China rows, both Setzer and Akre said the US has other export markets to sell its
grain and oilseeds but inking a deal with China matters.

What’s potentially concerning is that the truce will end in 90 days, just before farmers begin the
fall harvest.

The truce comes at a lull in crop marketing, as much of last year’s harvest has been sold, and
farmers haven’t forward-booked sales for the new crop that will be harvested in the fall. That
makes it hard to tell the impact of the truce, said Setzer.

“We don’t know what it means for new crop yet. Demand doesn’t really start to increase until we
get to June or July,” he said.


https://ag.purdue.edu/commercialag/ageconomybarometer/farmer-sentiment-improves-as-long-term-optimism-outweighs-tariff-concerns/




An Estimated 60% of Coachella's 2025 Attendees Funded Their
Tickets Through Payment Plans

"There is a strong willingness to stretch budgets for the festival experience."
e Carlie Belbin
e Apr22,2025
e EDM.com

Coachella, one of the world's most iconic music festivals, has been curating "you had to be there"
moments for nearly three decades. But behind these Instagram-worthy moments lies a troubling
new reality: for the majority of attendees, the experience is only attainable through monthly
installments.

According to a recent Billboard report, a staggering 60% of general admission ticket-holders used
payment plans to help fund their Coachella trip in Indio, California this year.

Attending Coachella has always come with a hefty price tag, but it has soared in recent years.
General admission passes started at $599 in 2025, not including additional expenses for basic
human needs such as lodging, transportation and food, all of which have faced inflationary price
hikes.
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Kaskade and Idris Elba DJing at Coachella's Quasar stage on April 19th, 2025.
Mark Owens



https://edm.com/author/carlie-belbin
https://edm.com/tag/coachella
https://www.billboard.com/pro/coachella-payment-plans-high-ticket-prices-music-festivals/
https://www.instagram.com/markowensphoto/?hl=en
https://edm.com/events/how-to-stream-edc-las-vegas-2025
https://edm.com/events/how-to-stream-edc-las-vegas-2025
https://edm.com/events/how-to-stream-edc-las-vegas-2025

To alleviate the financial burden, monthly payment plans allowed prospective attendees to reserve
tickets with a down payment as low as $49.99. The only fee incurred for utilizing this service is a flat
$41 as opposed to facing the looming interest rate from your credit card.

The program launched back in 2009, aiming to make Coachella more accessible to a broader
audience. However, this year's dubiously record-breaking number of payment plans reflects
broader cultural and economic trends with regards to the swelling cost of music festivals.

While short-term loan services like Buy Now, Pay Later (BNPL) provide financial relief up front, they
have the potential to stretch budgets, encourage irresponsible spending and compound debt.
"[Coachella's] vibe, FOMO-driven, culturally iconic, pushes fans to prioritize experiences over
savings, a mindset amplified by social media's flex culture," wrote Forbes' Jack Kelly.

Approximately 80,000 to 100,000 fans reportedly opted for payment plans to attend this year's
festivalin SoCal. Coachella is now scheduled to return to its longtime home at the Empire Polo
Club over two 2026 weekends: April 10-12 and April 17-19.


https://edm.com/lifestyle/edc-las-vegas-2025-ticket-giveaway-worlds-largest-cannabis-dispensary
https://edm.com/lifestyle/edc-las-vegas-2025-ticket-giveaway-worlds-largest-cannabis-dispensary
https://edm.com/events/fisher-block-party-downtown-denver-16th-street-mall-2025
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https://edm.com/lifestyle/edc-las-vegas-2025-ticket-giveaway-worlds-largest-cannabis-dispensary
https://edm.com/events/fisher-block-party-downtown-denver-16th-street-mall-2025




High Housing Costs Are Consuming
Household Incomes

Wednesday, June 12, 2024 | Sophia Wedeen
Harvard — Joint Center for Housing Studies

Our latest America’s Rental Housing report points to an escalating affordability crisis. In the
years since the COVID-19 pandemic, the rapid increase in rents combined with widespread
financial hardship have pushed the number of cost-burdened renters to a record high of 22.4
million households in 2022. As housing costs have outpaced income gains by a widening margin,
lower-income renters have less left over after paying for housing than ever before. In 2022, the
median residual income remaining after rent payment fell to a record low of just $310 each
month for lower-income renters, far below the minimum needed to afford an adequate standard
of living.

In recent decades, rents have dramatically outpaced renter household incomes (Figure 1).
Between 2001 and 2022, the median rent increased by 21 percent, while the median renter
household income increased by just 2 percent, after adjusting for inflation. Rents have grown
rapidly across all income groups. Since 2001, the median rent for households earning $75,000 or
more increased by 27 percent, to $1,800 in 2022. This was the largest increase of any income
group. Still, the median rent for middle-income households earning between $30,000 and
$74,999 increased by a sizeable 18 percent (to $1,300), while the median rent for households
earning less than $30,000 grew by 14 percent (to $940). Although lower-income households
experienced the smallest increase in median rents, this is a group for whom housing is
persistently unaffordable; in 2022, 83 percent of renter households earning less than $30,000
were cost burdened.

Figure 1: Rent Growth Has Outpaced Income Gains for Renters
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Notes: Rents and household incomes are adjusted for inflation using the CPI-U for All Items.
Households that are not required to pay rent are excluded from the median rent. Data for 2020
are based on 2019 and 2021 values because of pandemic data disruptions.

Source: JCHS tabulations of US Census Bureau, American Community Survey 1-Year
Estimates.

While rents have risen across the board, income trends have diverged. Households earning
$75,000 or more saw a 3 percent increase in median incomes between 2001 and 2022, while
middle- and lower-income renter households saw reductions in their real earning power. The
median income for renter households earning between $30,000 and $74,999 fell by 2 percent in
this period, while the median income for households with incomes below $30,000 fell by 12
percent. For lower-income renters, this reduction in real income accelerated since the pandemic,
as unemployment climbed and many lower-income workers lost wages due to economic
disruptions.

Figure 2: Lower-Income Renters’ Residual Incomes Have
Plummeted Since the Pandemic
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Source: JCHS tabulations of US Census Bureau, American Community Survey 1-Year
Estimates.

Caught between rising rents and falling incomes, lower-income renters’ residual income has
plummeted to record lows (Figure 2). From 2001 to 2022, the median residual income for all
renter households declined by 4 percent. Among households making less than $30,000, the
median residual income fell by a staggering 47 percent, leaving the median lower-income renter
household with just $310 each month to cover all non-housing expenses. The pandemic
accelerated the long-term decline in residual incomes. Between 2019 and 2022 alone, the median


https://www.jchs.harvard.edu/sites/default/files/styles/opencrop/public/media/2024-06/harvard_jchs_residual_income_wedeen_fig2.png?itok=0s8cIRu8

residual income for lower-income renters fell by $160, a greater decline in three years than the
entire amount lost between 2001 and 2019 ($110).

Middle-income households also saw reductions in their residual incomes. In 2022, households
earning between $30,000 and $74,999 had a median residual income of $2,690, down 4 percent
since the pandemic, and 10 percent since 2001. In contrast, higher-income renters were relatively
insulated; households earning $75,000 or more had a median residual income of $7,460 in 2022,
an increase of less than half a percentage point from 2001.

Low residual incomes leave households without enough to cover essential expenses such as food,
healthcare, transportation, and childcare. Our tabulations of data from the Economic Policy
Institute’s Family Budget Calculator indicate that even in the most affordable counties in the
United States, a one-adult household still would need a minimum of $2,000 per month to afford
all non-housing expenses and maintain a modest yet adequate standard of living in 2022. A
household with two adults would need a minimum of $2,800 in the most affordable counties, and
a household with one adult and one child would need a minimum of $2,900.

With so little left over, financially vulnerable renters often have no choice but to reduce spending
on areas critical to their well-being. Our tabulations of the 2022 Consumer Expenditure Survey
indicate that severely cost-burdened renter households in the lowest expenditure quartile —a
proxy for low incomes — spent 39 percent less on food and 42 percent less on healthcare than
households in their expenditure group who were not cost burdened. Housing unaffordability
often compels households with limited means to make other sacrifices, such as relocating to a
different neighborhood or living in overcrowded or physically inadequate conditions, which
come with lower rents but can harm their health and well-being. Even when they are not cost
burdened, lower-income renters do not have enough left over to cover their essential non-housing

EXPENSES.

As housing costs have outpaced incomes in recent decades, rental subsidies have not kept up
with need. In 2021, only one in four income-eligible households received housing assistance,
leaving 14.2 million eligible renter households unassisted. With many renters living on thinner
financial margins than ever, a greater investment in subsidies will be necessary to protect
financially vulnerable renters and mitigate the painful tradeoffs that are increasingly a fact of life
for many households.


https://www.epi.org/resources/budget/
https://www.jchs.harvard.edu/research-areas/journal-article/rent-eats-first-rental-housing-unaffordability-united-states
https://www.jchs.harvard.edu/research-areas/journal-article/rent-eats-first-rental-housing-unaffordability-united-states
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In 233 U.S. Cities, Even a Starter Home
Costs $1 Million

Half of all states have at least one city where entry-level homes top $1 million — a lasting effect
of pandemic-era price growth.

Anushna Prakash

Apr 24, 2025
Zillow

In hundreds of U.S. cities, buying a first home has become a seven-figure challenge. While the
typical starter home nationwide is worth an attainable $192,514, there are 233 cities where a
starter home comes with a price tag of $1 million or more.

Five years ago, there were only 85 cities where a typical “starter home” — defined for this
analysis as being among those in the lowest third of home values in a given region — was worth
at least $1 million. However, that number has slipped from 239 at the start of this year as sellers
have so far made a stronger return to the market than buyers, causing home values to soften.
With more homes hitting the market, listings lingering longer, and sellers cutting prices at record
rates, buyers are starting to regain some negotiating power.

While cities with $1 million starter homes still represent a small piece of American real estate,
they are a striking symbol of how the pandemic housing boom reshaped affordability. Many
young households are postponing homeownership — the median age of a renter is up to 42 years
old — driving demand and prices for single-family rentals to new heights.

This is no longer just a California phenomenon. To be sure, California still has the most cities
with $1 million starter homes by a wide margin (113), but exactly half of U.S. states have at least


https://www.zillow.com/research/news/
https://www.zillow.com/research/author/anushnap/
https://www.zillow.com/research/march-2025-market-report-35082/
https://www.zillow.com/research/pandemic-home-values-rents-34896/
https://www.zillow.com/research/renters-housing-trends-report-2024-34387/
https://www.zillow.com/research/renters-housing-trends-report-2024-34387/
https://www.zillow.com/research/march-2025-rent-report-35084/

one such city — including Minnesota and Rhode Island, which joined the list in the past year.
After California, New York (32) and New Jersey (20) have the highest totals.

The New York City metro area, which includes parts of New Jersey and Pennsylvania, leads all
metros with 48 cities where a typical starter home costs $1 million or more. The San Francisco
metro has the next-highest count at 43, followed by Los Angeles (34), San Jose (16), Miami (8)

and Seattle (8).
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Business

Older people in crosshairs as government
restarts Social Security garnishment on
student loans

By MATT SEDENSKY

Updated 10:45 AM EDT, May 15, 2025
AP

NEW YORK (AP) — Christine Farro has cut back on the presents she sends her grandchildren
on their birthdays, and she’s put off taking two cats and a dog for their shots. All her clothes
come from thrift stores and most of her vegetables come from her garden. At 73, she has cut her
costs as much as she can to live on a tight budget.

But it’s about to get far tighter.
As the Trump administration resumes collections on defaulted student loans, a surprising

population has been caught in the crosshairs: Hundreds of thousands of older Americans whose
decades-old debts now put them at risk of having their Social Security checks garnished.



https://apnews.com/business
https://apnews.com/author/matt-sedensky
https://apnews.com/article/student-loan-debt-default-collection-fa6498bf519e0d50f2cd80166faef32a

“I worked ridiculous hours. I worked weekends and nights. But I could never pay it off,” says
Farro, a retired child welfare worker in Santa Ynez, California.

Like millions of debtors with federal student loans, Farro had her payments and interest paused
by the government five years ago when the pandemic thrust many into financial hardship. That
grace period ended in 2023 and, earlier this month, the Department of Education said it would
restart “involuntary collections” by garnishing paychecks, tax refunds and Social Security
retirement and disability benefits. Farro previously had her Social Security garnished and expects
it to restart.

Farro’s loans date back 40 years. She was a single mother when she got a bachelor’s degree in
developmental psychology and when she discovered she couldn’t earn enough to pay off her
loans, she went back to school and got a master’s degree. Her salary never caught up. Things
only got worse.

Around 2008, when she consolidated her loans, she was paying $1,000 a month, but years of
missed payments and piled-on interest meant she was barely putting a dent in a bill that had
ballooned to $250,000. When she sought help to resolve her debt, she says the loan company had
just one suggestion.

“They said, ‘Move to a cheaper state,”” says Farro, who rents a 400-square-foot casita from a
friend. “I realized I was living in a different reality than they were.”

Student loan debt among older people has grown at a staggering rate, in part due to rising tuitions
that have forced more people to borrow greater sums. People 60 and older hold an estimated
$125 billion in student loans, according to the National Consumer Law Center, a six-fold
increase from 20 years ago.

That has led Social Security beneficiaries who have had their payments garnished to balloon by
3,000% — from approximately 6,200 beneficiaries to 192,300 — between 2001 and 2019,
according to the Consumer Financial Protection Bureau.

This year, an estimated 452,000 people aged 62 and older had student loans in default and are
likely to experience the Department of Education’s renewed forced collections, according to the
January report from CFPB.

Debbie Mclintyre, a 62-year-old adult education teacher in Georgetown, Kentucky, is among
them. She dreams of retiring and writing more historical fiction, and of boarding a plane for the
first time since high school. But her husband has been out of work on disability for two decades
and they’ve used credit cards to get by on his meager benefits and her paycheck. Their rent will
be hiked $300 when their lease renews. Mclntyre doesn’t know what to do if her paycheck is
garnished.

She floats the idea of bankruptcy, but that won’t automatically clear her loans, which are held to
a different standard than other debt. She figures if she picks up extra jobs babysitting or tutoring,
she could put $50 toward her loans here and there. But she sees no real solution.


https://studentaid.gov/announcements-events/covid-19
https://studentaid.gov/announcements-events/covid-19
https://www.nclc.org/3-5-million-older-americans-have-over-125-billion-in-student-loans/
https://www.nclc.org/3-5-million-older-americans-have-over-125-billion-in-student-loans/
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“I don’t know what more I can do,” says Mclntyre, who is too afraid to check what her loan
balance is. “I’ll never get out of this hole.”

Braxton Brewington of the Debt Collective debtors union says it’s striking how many older
people dial into the organization’s calls and attend its protests. Many of them, he says, should
have had their debts cancelled but fell victim to a system “riddled with flaws and illegalities and
flukes.” Many whose educations have left them in late-life debt have, in fact, paid back the
principal on their loans, sometimes several times over, but still owe more due to interest and
fees.

For those who are subject to garnishment, Brewington says, the results can be devastating. “We
hear from people who skip meals. We know people who dilute their medication or cut their pills
in half. People take drastic measures like pulling all their savings out or dissolving their 401ks,”
he says. “We know folks that have been driven into homelessness.”

Collections on defaulted loans may have restarted no matter who was president, though the
Biden administration had sought to limit the amount of income that could be garnished. Federal
law protects just $750 of Social Security benefits from garnishment, an amount that would put a
debtor far below the poverty line.

“We’re basically providing people with federal benefits with one hand and taking them away
with another,” says Sarah Sattelmeyer of the New America think tank.

Linda Hilton, a 76-year-old retired office worker, stands in front of her home Tuesday, May 13,
2025, in Apache Junction, Ariz. (AP Photo/Ross D. Franklin)

Linda Hilton, a 76-year-old retired office worker from Apache Junction, Arizona, went through
garnishment before COVID and says she will survive it again. But flights to see her children,
occasional meals at a restaurant and other pleasures of retired life may disappear.

“It’s going to mean restrictions,” says Hilton. “There won’t be any travel. There won’t be any
frills.”

Some debtors have already received notice about collections. Many more are living in fear.
President Donald Trump has signed an executive order calling for the Department of Education’s
dismantling and, for those seeking answers about their loans, mass layoffs have complicated
getting calls answered.

While Education Secretary Linda McMahon says restarting collections is a necessary step for
debtors “both for the sake of their own financial health and our nation’s economic outlook,” even
some of Trump’s most fervent supporters are questioning a move that will make their lives
harder.
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Randall Countryman, 55, of Bonita, California, says a Biden administration proposal to forgive
some student debt didn’t strike him as fair, but he’s not sure Trump’s approach is either. He
supported Trump but wishes the government made case-by-case decisions on debtors.
Countryman thinks Americans don’t realize how many older people are affected by policies on
student loans, often thought to be the turf of the young, and how difficult it can be for them to

repay.
“What’s a young person’s problem today,” he says, “is an old person’s problem tomorrow.”
Countryman started working on a degree while in prison, then continued it at the University of
Phoenix when he was released. He started growing nervous as he racked up loan debt and never

finished his degree. He’s worked a host of different jobs, but finding work has often been
complicated by his criminal record.

He lives off his wife’s Social Security check and the kindness of his mother-in-law. He doesn’t
know how they’d get by if the government demands repayment.

“I kind of wish I never went to school in the first place,” he says.

Matt Sedensky can be reached at msedensky@ap.org and https://x.com/sedensky

MATT SEDENSKY
Sedensky is a national writer for The Associated Press.
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Politics

Student loan borrowers in default face
garnished wages, Education Department says

By Caitlin Yelik
Updated on: April 22, 2025/ 8:11 PM EDT / CBS News

Washington — The Education Department will soon begin collecting payments for student loans
that are in default, including through wage garnishment for potentially millions of borrowers, the
department announced Monday.

Beginning May 5, the Education Department will begin involuntary collections through the
Treasury Department's offset program, which claws back delinquent debts by withholding
payments such as tax refunds, federal salaries and Social Security benefits.

More than 5 million borrowers are in default and 4 million more could be in the same position in
a few months, which would put nearly a quarter of the federal student loan portfolio in default,
according to the Education Department. Less than 40% of borrowers are current on their student
loan payments.
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In the next two weeks, those in default will receive emails informing them of the next steps and
urging them to look into repayment options. Wage garnishment notices will be sent out later this
summer.

No federal student loan has been referred to collections since March 2020 when President Trump
paused payments and interest accrual during the COVID-19 pandemic. The Biden administration
extended that pause, which ended in October 2024.

Former President Joe Biden sought to wipe out student loan debt for tens of millions of people
during his four years in the White House, but the effort was repeatedly rejected by courts,
including a 2023 ruling by the Supreme Court. Still, the Biden administration erased student loan
debt for more than 5 million borrowers through other forgiveness programs.

Education Secretary Linda McMahon said the Biden administration "misled™ borrowers about its
authority to waive debt.

"Going forward, the Department of Education, in conjunction with the Department of Treasury,
will shepherd the student loan program responsibly and according to the law, which means
helping borrowers return to repayment — both for the sake of their own financial health and our
nation's economic outlook," she said in a statement Monday. The announcement from the
department added, "There will not be any mass loan forgiveness."
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Trump to Resume Collection of Defaulted
Student Loans: What to Know

The Education Department announced it is restarting the collection of payments on defaulted
student loans. Here’s what to know about the decision and how borrowers can protect
themselves.

Aheea hur-AshtonI
April 22, 2025, at 3:51 p.m.
U.S. News & World Report

Tommaso Boddi|Getty Images

“There will not be any mass loan forgiveness," the Trump administration said in its
announcement on Monday.

The Department of Education will restart “involuntary” repayments of defaulted student loans
after a nearly five-year pause, cautioning that as soon as next month borrowers could be referred
to debt collectors or even have their wages and benefits withheld.

"Debt cannot be wiped away. It just ends up getting transferred to others," press secretary
Karoline Leavitt told reporters on Tuesday, a day after the announcement was made. "The
government can and will collect defaulted federal student loan debt by withholding money from
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borrowers, tax refunds, federal pensions and even their wages. ... If you take out a loan, you have
to pay it back."

Payments were initially paused by the first Trump administration in March 2020 due to the
COVID-19 pandemic. The Biden administration then extended the pause, giving students much-
needed relief from the rising costs associated with attending universities.

Here’s what to know about the situation and what the options are.

Who Does This Apply To?

The department says that more than 42 million students hold federal student loans, with more
than 5 million currently in default and 4 million in “late-stage delinquency” or in imminent
danger of defaulting.

The department’s website says the point of default depends on the type of loan. But a loan
generally becomes defaulted when a borrower has failed to make payments on it for 270 days.
Once it is deemed defaulted, the loan becomes eligible for mandatory collections.

When Does it Start?

Millions of borrowers across the country can expect to receive an email within the next two
weeks informing them of their status and potential next steps. Borrowers can also check the
status of their loan at studentaid.gov.

The agency will then begin collecting the payments starting on May 5 through the Treasury
Department’s offset program, which withholds federal payments like benefits or tax refunds
from people with past-due debts to the government.

Why Are the Payments Resuming Now?

Student loan repayment took center stage after former President Joe Biden repeatedly tried to
offer some relief to students weighed down by the costs of attending colleges and universities

He attempted several times to bring defaulted borrowers back into good standing or erase the
debts altogether. His student loan repayment plan, Saving on a Valuable Education (SAVE),
remains frozen in court and the Supreme Court shot down his one-time sweeping loan
forgiveness program.

Republicans in Congress and beyond lambasted the attempt, arguing that Biden overstepped his
powers as president. Education Secretary Linda McMahon blasted what she called Biden’s
“dishonest and irresponsible policy” in a recent Wall Street Journal op-ed.

“President Biden never had the authority to forgive student loans across the board, as the
Supreme Court held in 2023. But for political gain, he dangled the carrot of loan forgiveness in
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front of young voters, among other things by keeping in place a temporary Covid-era deferment
program,” she wrote.

The Trump administration has long promised that similar efforts will not be made, saying in its
announcement on Monday, “There will not be any mass loan forgiveness.”

The change in policy comes as Trump works to dismantle the department as a whole after
signing an executive order last month to begin that process. Trump said the Small Business
Administration will absorb the agency’s student loan portfolio, which totals $1.8 trillion in debt.

Borrowers are also facing shrinking access to affordable payment programs. Applications for all
income-driven repayment plans have been removed from the department’s website to comply
with a court order ending the SAVE plan.

What Are Opponents Saying?

Democrats in Congress and unions are bashing the administration’s decision, calling it cruel and
unnecessary.

Democratic Sen. Elizabeth Warren of Massachusetts said the move is about “punishing student
loan borrowers,” adding that, “Instead of lowering costs, Donald Trump wants to take money out
of your grandma's Social Security check.”

Democratic Rep. Bennie Thompson of Mississippi called the move “crazy” and “another brutal
blow to the middle and working class.”

“When scholarships and grants fall short, students turn to loans with the promise they can repay
later. Now the Trump administration has ended the grace period option, choosing to garnish
wages instead,” he added.

The Debt Collective, an advocacy group that bills itself as the first union for debtors, called the
move a “massive regressive tax on the low income,” pointing out that 40% of people with
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student debt don’t have a college degree, and those defaulting are being paid “at the level of a
high school diploma recipient.”

What Does it Mean for Borrowers in Default?

Defaulted borrowers were urged on Monday by the Education Department to contact the student
aid office’s Default Resolution Group and “make a monthly payment, enroll in an income-driven
repayment plan, or sign up for loan rehabilitation.”

If a 30-day notice is ignored, wages will be deducted from paychecks. There are also other ways
to collect the debt, like offsetting tax refunds or deducting Social Security benefits.

If a loan is in delinquency, the borrower has several options, including income-driven payment
plans, deferments and public service loan forgiveness programs. But once the loan is deemed
defaulted, those options are no longer available.

To get out of default, a borrower can repay the loan in full, consolidate the loan by combining
the loans into one loan with a monthly payment or rehabilitate by paying nine one-time payments
within a 10-month period. After rehabilitation, the loan will come out of default as if it never
happened, but delinquencies leading up to the default will remain on the borrower’s credit report
for the standard amount of time.
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Trump's VA strands thousands of veterans by
ending a key mortgage program

May 1, 20255:00 AM ET
By Chris Arnold , Quil Lawrence

npr.org

A plaque with the Department of Veterans Affairs' seal is displayed outside the department's headquarters in
Washington, D.C. Chip Somodevilla/Getty Images

The U.S. Department of Veterans Affairs, as of Thursday, has ended a new mortgage-rescue
program that so far has helped about 20,000 veterans avoid foreclosure and keep their homes.

The move leaves millions of military veterans with far worse options than most other American
homeowners if they run into trouble paying their home loans. And it comes at a time when nearly
90,000 VA loans are seriously past due, with 33,000 of those already in the foreclosure process,
according to the data and analytics firm ICE.

At issue is the VA Servicing Purchase program, or VASP. It was put in place during the Biden
administration after missteps by the VA left homeowners with no affordable way to catch up on
their VA-backed home loans if they fell behind. VASP rolls the homeowners' missed payments
into a new, low-interest rate loan that the VA then owns outright. With today's higher mortgage
rates of around 7%, it is often the only affordable option for homeowners with VA loans.

But Republicans in Congress have been critical of the VA Servicing Purchase

program, saying it puts too much taxpayer money at risk. In a statement this week to NPR, the
VA said, "[As of May 1,] the program, which was unilaterally created by the Biden
Administration and lacks congressional authority, will stop accepting new enrollees."
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Mortgage industry groups, housing advocates and veterans organizations have been warning the
VA that shutting down VASP without replacing it with something else first would result in large
numbers of veterans losing their homes, many of whom are in this financial peril because of the
VA's own mistakes.

"With the expiration of VASP, tens of thousands of Veterans and their families are now at
significant risk of losing their homes," said Mike Calhoun, president of the nonprofit Center for
Responsible Lending, a nonpartisan organization that advocates for the financial rights of
underserved communities, including veterans.

His group is urging Congress to quickly pass legislation to create a new program to fill the gap,
and he said, "VA should extend VASP until this program is up and running."

Thousands of vets left stranded, again

Thousands of veterans were left facing foreclosure two years ago after the VA abruptly canceled
a key part of a pandemic-era mortgage relief program that allowed veterans to skip mortgage
payments if they had trouble paying. When an NPR investigation first uncovered the VA's move
in late 2023, there were about 40,000 vets in danger of losing their homes.

Kevin Conlon is one of them.

Conlon and his wife, Jenny, live in upstate New York, not far from where he was stationed with
the Army at Fort Drum. After his two combat tours in Irag, about 12 years ago the couple had a
young kid and were struggling to pay rent and save money. Getting a VA loan meant that they
could buy a house with no down payment. And they've been there ever since.

"That's the longest I've been in one place,” said Conlon.

"Without the VA loan, there was no way that we could have afforded to buy a house," his wife
added.
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Kevin Conlon and his wife, Jenny, at their home in upstate New York. The couple have owned
the house for 12 years and don't know where they would go if they lose it.

The VA home loan has long been a bedrock benefit of the Gl Bill, giving vets a leg up into the
middle class.

But all that came unraveled for tens of thousands of vets like Conlon who were on what's known
as a mortgage forbearance. It was supposed to help them during a time of financial hardship by
pausing their monthly payments and then giving them an affordable way to start paying again
and get current. After NPR reported that the VA had shut down the only affordable option for
veterans to do that, the VA responded by halting foreclosures for a full year while it rolled out its
VASP rescue plan.

While they've been waiting to get into VASP, the Conlons have been told not to make payments,
so they've been falling further and further behind, and they say their family has nowhere to go if
they lose this house.

"l joined right after Sept. 11th," said Conlon, who grew up in Queens, N.Y., and was in
Manhattan the day of the attacks.

Conlon's wounds from his time in Iraq aren't visible, but they've taken years to heal. During his
two combat tours, roadside bombs hit his convoys repeatedly and left him with traumatic brain
injuries. On the second tour, his best friend died when he hugged a suicide bomber to the ground,
giving his life to protect his friends. The trauma and survivor's guilt wounded Conlon, he says, as
bad as the blast injuries. He struggled with PTSD and thoughts of suicide for more than a decade
before finally getting to a stable, healthy place.
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"I was willing to die for what | believed in. And for someone [to] ... take away the home that my
family lives in? Like we've paid enough, we've really paid enough,” he said.

Referring to the VA winding down VASP, VA spokesman Pete Kasperowicz told NPR, "This
change is necessary because VA is not set up or intended to be a mortgage loan restructuring
service."

Republicans have their own plan, but it's not in place yet

Republican critics in Congress don't like that VASP buys the rescued loans from the mortgage
industry and then holds the loans on the VA's own books. They say the VA would lose too much
money if the homeowners fall behind again.

"The Trump administration rightfully put an end to VA's VASP program,” said a joint statement
from Rep. Mike Bost, an Illinois Republican and chairman of the House Committee on Veterans'
Affairs, and Rep. Derrick VVan Orden, a Wisconsin Republican, when VA announced its plan to
end VASP.

Van Orden has sponsored a bill to replace VASP with what's known as a "partial claim" program
that experts say would help vets struggling to keep their homes by moving their missed payments
to the back of their loan term so they would pay them back down the road.

But between VASP ending and Van Orden’s bill possibly becoming law is a chasm that could
swallow thousands of VA home loans.

Republican Rep. DerFick Van Orden of Wisconsin arrives at the U.S. Capitol in 2023.
Chip Somodevilla/Getty Images

"Veteran borrowers will face otherwise preventable foreclosures, which harm the government
through increased payouts as well as harm Veteran homeowners," warned the nonprofit National
Consumer Law Center and the Center for Responsible lending in a letter to Congress last month.

"Without VASP or immediate access to alternative policy tools that provide relief ... many of
these homeowners will be forced to sell their homes and move or face foreclosure," the letter
said.

In the wake of the move by the VA, Democrats and Republicans in Congress both say they want
to pass legislation to give veterans with VA loans better options for avoiding foreclosure. But it's
unclear how long that will take.

In the meantime, veterans behind on their mortgages have far worse options than most other
Americans who have loans backed by Fannie Mae, Freddie Mac or the Federal Housing
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Administration. Those entities all have loss mitigation options that allow homeowners to catch
up on missed payments without being forced into a new modified loan at today's high interest
rates.

Vets left in limbo and disbelief

For their part, veterans interviewed by NPR feel like the VA has now repeatedly stranded them
by first offering them a lifeline and then cutting the rope once they grabbed hold.

"| feel let down and deceived," said Samuel McCrary, a Marine Corps vet with three young kids
in Loganville, Ga. The new VASP program looked like it was going to save his house, but now

the VA has ended new enrollments in it and he says his mortgage company can only tell him his
application for VASP is "pending."

"l believe that we are going to lose the house," McCrary said. "Losing my house and having to
go rent — it makes me sick to my stomach to think about."”

Even veterans who have made it into the VASP program aren't sure if they'll be OK. That's
because many of those vets are in a VASP three-month trial payment period. The VA says vets
who have entered that process can continue it through August, "subject to VA's determination
that funds remain available for VASP."

The VA did not respond to NPR's request for information about how much funding is available
or how many more veterans in these trial periods will in fact be placed into affordable VASP
loans.

Veterans also tell NPR they feel like they're scapegoated and paying the price for the VA's
mistakes.

At a recent House Veterans' Affairs Subcommittee hearing, Rep. Van Orden criticized VASP
this way:

"I understand the whole developmental process of this, and it was moronic,” Van Orden said. "It
gets rid of a bum loan, and it passes it off to the American taxpayers."

That comment did not sit well with fellow Iraq veteran Conlon and his wife, Jenny.

"That's a hell of a thing to say about his brothers and sisters," said Conlon.

Iraq war veteran Kevin Conlon is among tens of thousands of veterans left facing foreclosure because of a debacle
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in the VA home loan program.

"That was so hurtful because these are not bum loans, and they're making the veterans and their
families out to sound like irresponsible people,” his wife added.

The couple says Kevin took the forbearance so he could get treatment for PTSD. "That's why we
needed it, so he could go inpatient at a veterans program," Jenny said.

The Conlons say they followed the VA's instructions and then got stuck when the VA shut off
part of its forbearance program in 2022. Then they followed the VA's instructions again by
applying for the new rescue program, VASP. And the VA now says it's shutting that off. Their
mortgage company tells them they are enrolled in the VASP trial payment plan, but it's unclear
whether the VA will determine it has funding to help all the veterans on those trial plans with
permanent new VASP loans.

"The level of just mistrust | have — | mean, | get they're trying to cut spending and all that, but
it's like, how do you justify cutting something that is to help the vets who were basically put in
this position because of you?" Conlon said.

NPR asked the VA if it's concerned about veterans losing their homes after it shuts down VASP
with no replacement ready yet. A VA spokesman has not answered that question but at one point
referred our reporters to Congress.

NPR asked the Republican House VA committee leadership the same question; that office
referred our reporters back to the VA.
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