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Poor-performing predatory institutions of higher education—often (but not always) for-profit—have long targeted 

marketing and recruiting efforts at students of color, single mothers, and other marginalized communities. While 

most states have credit discrimination laws in place that would prohibit these practices (known as “reverse 

redlining”), rarely, if ever, have those laws been applied to higher education. Following a path set by a recent 

class-action lawsuit, Carroll v. Walden University, this paper examines how states can use and improve their credit 

discrimination laws and regulations to root out reverse redlining in higher education. The logical application of these 

laws to institutions of higher education is a long overdue mechanism for redress that could eventually reshape the 

landscape of student lending and higher education accountability.

Reverse redlining—often referred to as predatory inclusion–
is the practice of extending credit on unequal or unfair terms 
because of an individual’s race, color, religion, sex, or other 
protected status.1 By contrast, traditional redlining limits or 
denies access to credit based on these same characteristics. 
To combat redlining and reverse redlining in numerous 
consumer credit sectors, regulators and enforcement agen-
cies have relied upon the federal Equal Credit Opportunity 
Act (ECOA), which makes it “unlawful for any creditor to 
discriminate against any applicant, with respect to any aspect 
of a credit transaction . . . on the basis of race, color, religion, 
national origin, sex or marital status, or age.”2 

Even though student loans are the largest type of non-mort-
gage consumer debt—and even though ECOA is routinely 
used to combat predatory credit inclusion in other sectors—
to our knowledge regulators and enforcement agencies have 
never used ECOA to combat predatory practices in student 
lending. At the same time, institutions of higher education 
have frequently targeted unfair and deceptive marketing at 
students of color and those from other historically margin-
alized communities.3 Although much attention has been 
paid to the veracity and intensity of this marketing, scant 
attention has been paid to how marketing has been targeted 
and the effects of that targeting. 

This must change.

Fortunately, a recent U.S. District Court ruling gives state 
regulators a path to counter predatory inclusion in student 
lending. In Carroll v. Walden University, former students 

of Walden University alleged that the institution deliber-
ately misrepresented the cost and duration of its Doctor 
of Business Administration (DBA) program and inten-
tionally targeted those misrepresentations at Black and 
female students. The plaintiffs also alleged that this conduct 
constituted reverse redlining, in violation of ECOA. Walden 
unsuccessfully sought to have the case dismissed—in part 
arguing that there was an insufficient tie between the alleged 
discrimination (i.e., statements about the education) and the 
credit transaction. The court disagreed and held that reverse 
redlining was actionable under ECOA where an institution 
intentionally targeted an alleged “predatory and fraudulent 
program” to Black and female students, and did so to “en-
snare them in a credit transaction,” in order “to enable them 
to enroll” in the program.4 Carroll is the first time a federal 
court held that ECOA can be used in this context.5 

Federal and state regulators and enforcement agencies 
should take two lessons from Carroll. First, ECOA is a 
powerful tool to protect students from discriminatory 
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recruitment, even if the only credit offered or facilitated by 
the institution is a federal student loan (on terms dictated 
by federal law). Second, states can—and should—use (and in 
many cases improve upon) state analogs to ECOA to combat 
reverse redlining in higher education. This paper focuses 
on the second of those lessons and roadmaps how states can 
use their laws and regulations—as well as ECOA itself—to 
hold institutions accountable and ensure equitable access to 
higher education financing. 

I. ECOA and the Carroll v. Walden Decision 
Enacted in 1974, ECOA has a “broad protective reach”6 that 
makes it “unlawful for any creditor to discriminate against 
any applicant with respect to any aspect of a credit transac-
tion,” including on the basis of race, color, religion, national 
origin, sex or marital status, or age.7 By prohibiting discrim-
ination, ECOA’s aim is to “promote the availability of credit 
to all creditworthy applicants.”8 ECOA has both public and 
private enforcement mechanisms, and has been used by pri-
vate litigants and enforcement agencies to remedy lending 
practices that target minority populations with unfair and 
predatory loans.9 Private plaintiffs can obtain damages in ei-
ther an individual suit, or on a class-wide basis, and may also 
obtain punitive damages and attorney fees.10 As noted above, 
we are unaware of any instances in which federal or state 
governments have used ECOA to remedy or prevent dis-
crimination or discriminatory targeting in student lending.

A. Carroll v. Walden University: A Roadmap  
for Action

In 2024, a class of former Walden University students 
settled an ECOA-based reverse redlining lawsuit against 
Walden for $28.5 million, along with an agreement by 
the institution to make significant programmatic changes 
and enhanced disclosures to future students.11 As discussed 
below, this case creates an important new precedent to guide 
state lawmakers and regulators intent on curbing targeted, 
predatory advertising in higher education.  

a. What is Walden University?
Walden is a for-profit online university that describes itself as 
a “pioneer” of distance learning.12 Since its founding in 1970, 
Walden has offered doctoral programs and, according to data 

from the National Science Foundation, granted 867 doctor-
ates in 2020, more than any other institution in the country.13 
From 2016–2020, Walden awarded 1,383 doctorates to Black 
students, more than five times the number granted by the 
second-ranking institution (Howard University, a Histor-
ically Black College or University, granted 266 doctorates 
to Black students during the same period) and 11.4% of all 
doctorates granted to Black students in the United States.14 

In 2020, Walden produced 591 female doctorates, more than 
any other institution in the country (the institution with 
the second-largest number produced 350). A full 68% of 
Walden’s doctoral recipients were women, while the median 
for the top fifty doctoral-producing institutions was just 
44%. Among the top fifty producers of doctoral degrees, no 
other institution had more than 55% female graduates.15 

b. The Students’ Allegations
In January 2022, former students, represented by the Na-
tional Student Legal Defense Network and Relman Colfax 
PLLC, filed a class action against Walden alleging that the 
university lured students into its DBA program by adver-
tising a degree that could be earned at a reasonable cost and 
within a reasonable timeframe. The plaintiffs alleged, how-
ever, that Walden knew and intended that the degree would 
cost much more.16 

The lawsuit alleged that Walden 

deliberately recruited Black and 

female students for the DBA program 

with false representations about 

program requirements before 

compelling them to complete more 

credit hours than originally advertised.
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Specifically, the lawsuit alleged that Walden deliberately 
recruited Black and female students for the DBA program 
with false representations about program requirements 
before compelling them to complete more credit hours 
than originally advertised. To do so, plaintiffs alleged that 
Walden employed “enrollment advisers” who falsely in-
formed prospective students that they could finish a doctoral 
program in business in three and a half years, costing be-
tween $43,000 to $60,000. According to plaintiffs, students 
were forced through an intentionally drawn-out process that 
required more credits than advertised at an average cost of 
$34,300 more than anticipated.17 

Plaintiffs also asserted that Walden targeted the DBA pro-
gram to Black and female students through advertisements 
directed at disproportionately Black communities. The 
complaint described how Walden’s advertising was tailored 
to appeal to Black and female students.18

Plaintiffs alleged that Walden’s acts were both intentional-
ly discriminatory and had a disparate impact on Black and 
female students under ECOA. Plaintiffs also alleged, and 
Walden did not dispute, that Walden was a “creditor” and 
that plaintiffs were “applicants” when they “applied for an ex-
tension, renewal, or continuation of student loans.”19 Nor did 
Walden dispute that plaintiffs and Defendants were involved 
in a credit transaction as it relates to federal student loans.20

c. The Court Rejects Walden’s Motion to Dismiss 
Walden sought to have all Plaintiffs’ claims dismissed. With 
respect to ECOA, Walden argued that Plaintiffs (i) failed 
to connect the credit transaction with any alleged discrim-
ination; and (ii) did not allege that the terms of the student 
loans themselves were discriminatory—in Walden’s words, 
“the purported discriminatory ‘scheme’ here stands indepen-
dent from any ‘loan transaction.’”21 The Court rejected both 
arguments. 

First, Walden argued that any alleged discrimination was 
outside of the scope of ECOA. According to Walden, the 
gravamen of Plaintiffs’ allegations related to Walden’s 
educational programs (i.e., its dissertation practices), but 
not to any discrimination regarding the loan terms or other 
aspects of the credit transaction itself. In Walden’s words, 
“an educational institution’s dissertation practice ‘is not a 

‘credit transaction’ within the meaning of ECOA,’ meaning 
Plaintiffs’ ECOA claim fails as a matter of law.”22

Second, Walden asserted that even if ECOA were applica-
ble, because students were subject to the same loan terms, 
those terms were not discriminatory. According to Walden, 
because “the loans themselves are wholly irrelevant to the 
allegedly discriminatory conduct,” Plaintiffs’ ECOA claim 
must fail.23 

The Court rejected these arguments, holding that Walden’s 
conduct was sufficiently tied to a credit transaction.24 As the 
Court explained, the plain language of ECOA prohibited 
Walden’s conduct, as it “makes it unlawful to discriminate 
with respect to any aspect of a credit transaction.”25 There-
fore, the court noted, it would be inconsistent with the 
broad purposes of the statute to “restrict[] [ECOA viola-
tions] to consideration of the four corners of the paper bear-
ing a student borrower’s signature.”26 Applying this standard, 
the Court highlighted the way in which Plaintiffs alleged 
that Walden “market[ed] and advertis[ed] their predatory 
program to a protected class; and in reliance on [Walden’s] 
false representations, Plaintiffs entered into credit transac-
tions and sustained considerable financial harm as a result.”27 
This conduct—according to the Court—whether it was done 
intentionally or with a disproportionately adverse impact—
was sufficient, if proven, to violate ECOA. 

d. Lessons Learned from Carroll v. Walden
Under Carroll, when a school’s deceptive and discriminatory 
conduct influences a student’s borrowing decision—even if 
the loan terms are facially neutral, ECOA’s protections ap-
ply. Carroll therefore creates a roadmap for state regulators 
to protect students from targeting by predatory institutions 
of higher education. By underscoring that predatory student 
lending schemes fall within ECOA’s protections when they 
disproportionately harm protected groups, Carroll opens the 
door for the application of ECOA in similar cases involving 
student lending. 

Courts and federal regulators are taking notice. In April 
2023, the CFPB cited the Carroll decision in a Statement of 
Interest, explaining to a federal court in Florida presiding 
over a similar reverse redlining claim against an institu-
tion of higher education that “courts have recognized” 
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discriminatory targeting claims under ECOA when creditors 
target protected classes by, among other things, “misrepre-
senting costs to induce credit applications.”28 Four months 
later, that court favorably relied on Carroll, recognizing that 
ECOA could be used to challenge discriminatory lending 
practices in higher education, to our knowledge the second 
federal court to do so.29 

II. How States Can Use Laws Prohibiting 
Credit Discrimination To Combat Reverse 
Redlining in Higher Education & Student 
Lending

Many states have laws prohibiting credit discrimination that 
are modeled after and/or are co-extensive with ECOA, some 
states go even further (with broader definitions of who may 
not engage in credit discrimination and expanded protected 
classes), and others are more restrictive than ECOA.30  

This variation notwithstanding, most state credit discrimi-
nation laws address four core elements: (1) who is covered, 
(2) what activities are regulated, (3) what practices are 
prohibited, and (4) how and when victims can seek redress. 
In this section, we provide a series of recommendations 
for states to strengthen each of these elements within their 
credit discrimination laws in order to hold higher education 
institutions accountable. We conclude by recommending 
that states also use their authority under the Consumer 
Financial Protection Act to enforce ECOA itself. 

A. Who is covered: states should clarify that 
institutions of higher education are “creditors” 
under the law.

Under the CFPB’s Regulation B, the definition of a creditor 
includes “a person who, in the ordinary course of business, 
regularly refers applicants or prospective applicants to 
creditors.”31 In Carroll, Walden did not dispute that it was 
a creditor under this definition.32 As set forth below, some 
states incorporate this definition, others are narrower, and 
some have no definition of creditor at all. We recommend 
that all states adopt a definition of “creditor” that is no less 
expansive than 12 C.F.R. § 202.2(l), and issue guidance mak-
ing explicit that persons who refer applicants to creditors 
for federal, state, private and institutional student loans are 
included in that definition.  

Some states already contain broad definitions that are 
consistent with Regulation B. For example, Maryland 
defines “creditor” as any person or entity that “regularly 
extends, renews, or continues credit” or “arranges for the 
extension, renewal, or continuation of credit.”33 Similarly, 
Washington defines creditor as “any person who regularly 
participates in the decision of whether or not to extend cred-
it as well as those who regularly refer applicants to credi-
tors.”34 Any reasonable reading of these provisions indicates 
that institutions of higher education are covered by these 
definitions, but the lack of specificity could create opportu-
nities for institutions to argue around liability. Maryland, 
Washington, and other states with similar provisions should 
therefore strengthen their enforcement by issuing guidance 
stating that their definitions include persons who refer 
applicants to creditors for federal, state, private and institu-
tional student loans.35 

We conclude by recommending that 

states also use their authority under 

the Consumer Financial Protection Act 

to enforce ECOA itself.

Other states define “creditor” more narrowly, by listing spe-
cific types of covered entities (none of which include higher 
education). For example, Illinois limits application of its 
credit discrimination law to “financial institutions” which 
are defined narrowly as “any bank, credit union, insurance 
company, mortgage banking company or savings and loan 
association.”36 Iowa only covers certain entities licensed by 
the state’s superintendent of banking, which include banks 
and credit unions but not institutions of higher education.37 
These states and others with similarly narrow provisions 
should incorporate the definitions in 12 C.F.R. § 202.2 
and issue guidance to ensure coverage over institutions of 
higher education.
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B. Which activities are regulated: states should 
amend their laws or otherwise make clear that 
federal, state, private and institutional student 
loans are covered credit transactions under 
state law. 

Under Regulation B, credit is “the right granted by a cred-
itor to an applicant to defer payment of a debt, incur debt 
and defer its payment, or purchase property or services and 
defer payment therefor.”38 A “credit transaction” is “every 
aspect of an applicant’s dealings with a creditor regarding 
an application for credit or an existing extension of credit 
(including, but not limited to, information requirements; 
investigation procedures; standards of creditworthiness; 
terms of credit; furnishing of credit information; revocation, 
alteration, or termination of credit; and collection proce-
dures).”39 In Carroll, the Court found—and Walden did not 
dispute—that federal student loans were a “credit transac-
tion” under this definition.40

State credit discrimination laws vary in how broadly they 
define “credit” and “credit transaction,” with some contain-
ing definitions similar to Regulation B and others far nar-
rower. For instance, Washington outlaws discrimination 
in connection with any “credit transaction” and takes a broad 
approach by defining credit as a “right granted by a creditor 
to an applicant to defer payment of a debt, incur debt and 
defer its payment, or purchase property or services and defer 
payment therefor.”41 Similarly, Maryland defines credit as 
the right granted by a creditor to a debtor to defer payment 
of a debt, incur a debt and defer its payment, or purchase 
property or services and defer payment for it.”42 Both defi-
nitions appear to include student loans but neither explicitly 
mentions education financing as a covered transaction.

Some states don’t define “credit” at all. For example, Minne-

sota prohibits discrimination “in the extension of personal 
or commercial credit,” but offers no statutory or regulatory 
definition of what “credit” actually means.43 Arkansas, 
which protects the “right to engage in credit and other 
contractual transactions without discrimination” likewise 
provides no definition outlining the scope of that protec-
tion.44 These states and others that ban credit discrimination 
without defining credit should amend their laws to provide 
a definition of credit that is at minimum co-extensive with 
Regulation B. 

Other states limit their credit discrimination laws to cover 
only real estate transactions. For example, Alabama and 
Arizona each ban discrimination in real estate transac-
tions but have no stand-alone credit discrimination statute 
protecting consumers in other types of credit transactions.45 
Washington D.C. also limits protection against credit dis-
crimination to transactions involving “real property.”46 State 
laws in this category almost certainly offer no protection for 
student loan borrowers facing discrimination. 

In short, although many state laws contain definitions that 
are co-extensive with Regulation B and would cover student 
loans, others fail to explicitly include—or define—covered 
transactions or, worse, restrict protections solely to real es-
tate. Without stronger provisions, these states risk allowing 
discrimination in student lending to persist unchecked by 
state laws.

C. What practices are prohibited: states should 
make explicit that institutions can violate credit 
discrimination laws even if the loan terms are 
not discriminatory.

State credit discrimination laws vary in how they define and 
identify prohibited discriminatory practices. Some states 
focus explicitly on discriminatory terms within the credit 
agreements themselves, while others emphasize discrimina-
tion related to the amount or use of credit provided.

For example, Washington prohibits discrimination by 
creditors who “restrict the amount or use” of credit or “im-
pose different terms or conditions” based on protected char-
acteristics.47  Similarly, Minnesota forbids discrimination 
both in “the extension” and “the requirements for obtaining” 
credit.48 By contrast, Florida broadly outlaws discrimination 
in the “granting” of credit but does not clearly define the 
actions considered discriminatory.49 

These varying approaches fail to clearly address discrim-
inatory practices such as those uncovered in Carroll. As 
described above, Walden argued that because all students 
were subject to the same non-discriminatory student loan 
terms, “the loans themselves are wholly irrelevant to the 
allegedly discriminatory conduct” such that Plaintiffs’ ECOA 
claim must fail. In response, the Court explained that “in 
keeping with the ECOA’s broad discrimination purpose,” 
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the definition of credit transaction “includes every aspect of 
an applicant’s dealings with a creditor, suggesting that the 
ECOA applies to ‘more than one aspect of the transaction.’”50 

States should similarly clarify that violations of their credit 
discrimination laws are not restricted to consideration of 
the four corners of the loan, but rather apply broadly to the 
marketing and advertising predatory programs. This would 
reinforce Carroll’s lesson that targeting protected popula-
tions through misleading practices constitutes unlawful 
discrimination, regardless of whether loan terms differ on 
their face. 

D. How and when plaintiffs can seek redress: 
states should eliminate burdensome exhaustion 
requirements, extend statutes of limitation, and 
eliminate caps on damages.

Many state discrimination laws limit access to the courts 
through burdensome exhaustion requirements and short 
statutes of limitation, while others limit the amount of dam-
ages plaintiffs can recover. To increase access and expand 
relief, these limiting provisions can and should be changed. 

Exhaustion requirements. Many states require individuals 
who believe they were the victim of an unfair practice to ex-
haust administrative remedies prior to filing a case in court. 
For example, Washington requires individuals to first file 
a complaint with the Washington Human Rights Commis-
sion.51 Only after a finding of reasonable cause and a final 
ruling by an administrative judge may an individual bring a 
case in civil court.52 Rhode Island also requires victims of 
credit discrimination to first file an administrative complaint 
with the Rhode Island Human Rights Commission.53 Only if 
the Commission fails to secure a settlement within 120 days 
may complainants proceed to state court.54 Similarly, New 

Mexico mandates filing a complaint with its Human Rights 
Commission and permits appeals of adverse commission 
decisions to state court.55 Such administrative requirements 
impose additional time and financial burdens on victims, 
who are often members of vulnerable populations who lack 
access to counsel. Removing these requirements would re-
duce barriers to enforcement and help ensure accountability 
for predatory lenders.

Statute of limitations. States laws vary in the statutes 
of limitations governing credit discrimination claims, 
which are often shorter than the five-year limitation set 
by ECOA, not to mention the typical four year duration of 
postsecondary programs.56 For instance, Minnesota and 
Maryland require claims to be filed within one year of the 
alleged discriminatory act.57 Washington does not specify a 
statute of limitations for private lawsuits but mandates that 
administrative complaints be filed within six months.58 In 
New Mexico, complainants must be filed within 300 days 
of the discriminatory conduct.59 By contrast, Michigan has 
a six year limitations period and Illinois and New Jersey 
each have two years.60 Making state statutes consistent 
with ECOA’s five-year provision would provide a more 
realistic timeframe to uncover misconduct, which would 
enhance access to justice and ensure greater consistency in 
enforcement.

Damages caps. Some states limit the damages victims of 
credit discrimination may recover. For example, Maryland 
caps recoveries for actual and punitive damages at $10,000,61 
and limits recovery in credit discrimination class actions to 
the lesser of $100,000 or 1% of a creditor’s net worth.62 Tak-
ing a different approach, Minnesota permits compensatory 
damages—including for mental anguish—up to three times 
actual damages, with no cap on punitive damages.63 Wash-

ington places no monetary cap but limits recovery strictly 
to actual damages and attorney fees.64 Removing recovery 
caps would both help victimized borrowers and strengthen 
consumer protections by deterring discriminatory lending 
practices.

E. State Attorneys General can enforce ECOA 
In addition to improving their own credit discrimination 
laws, states should enforce ECOA. Section 5552 of the 
Consumer Financial Protection Act (CFPA) provides state 
attorneys general the authority “to enforce provisions of 
this title . . . and to secure remedies under provisions of this 
title . . . or remedies otherwise provided under other law.”65 
Because ECOA is one of the 18 “enumerated consumer laws” 
covered by this provision,66 states have the authority to 
bring actions under the CFPA that are predicated on viola-
tions of ECOA.67 
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Although scant cases squarely address state enforcement of 
ECOA, courts have upheld state enforcement of the CFPA 
and its 18 “enumerated consumer laws” pursuant to § 5552. 
In Pennsylvania v. Navient Corporation, the Third Circuit held 
that nothing in § 5552 bars states from bringing parallel 
enforcement actions, rejecting the defendant’s argument 
that the federal government has exclusive enforcement 
authority.68 More recently, in Pennsylvania by Shapiro v. Mar-

iner Financial, LLC, a federal district court reaffirmed the 
constitutionality of § 5552 to allow states “to vindicate their 
‘fundamental right to protect their citizens and prevent 
harmful conduct from occurring in their jurisdictions’” as 
well as to “‘pick up slack when the [F]ederal Government 
fails to enforce and regulate.’”69 Multiple other courts have 
upheld the authority of states to independently enforce 
the 18 “enumerated consumer laws” pursuant to § 5552.70 
And at least one state has successfully used this authority to 
enforce ECOA.71 

States can therefore play a key role in addressing discrimi-
natory lending practices when federal oversight falls short. 
This is especially so now, as the federal government is lim-
ited by President Trump’s April 28, 2025 Executive Order 
requiring all federal agencies to “deprioritize enforcement of 
all statutes and regulations to the extent they include dispa-
rate-impact liability,” including ECOA.72  

State enforcement of ECOA would also help states overcome 
many of the substantive and procedural limitations under 
their laws (discussed above), including narrow definitions of 
“creditor” and “credit transaction,” short statutes of limita-
tion, and burdensome exhaustion requirements that don’t 
exist under ECOA.

III.  CONCLUSION
Poor-performing predatory institutions of higher educa-
tion—often (but not always) for-profit—have long targeted 
marketing and recruiting efforts at students of color, single 
mothers, and other marginalized communities. These efforts 
have caused substantial harm, exacerbating systemic racial and 
economic disparities that reinforce generational wealth gaps.

While most states have credit discrimination laws in place 
that would prohibit these practices, rarely, if ever, have 
those laws been applied to higher education. Following the 
path set by Carroll v. Walden University, we have presented a 
roadmap for how states can use and improve their credit dis-
crimination laws—as well as use ECOA itself—to root out re-
verse redlining in higher education. The logical application 
of these laws to the higher education space is a long overdue 
mechanism for redress that stands to improve equity, fair-
ness and accountability across higher education lending.
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