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General note about the data and interpretations

Many NCES publications present data that are based
on representative samples and thus are subject to
sampling variability. In these cases, tests for statistical
significance take both the study design and the number
of comparisons into account. NCES publications only
discuss differences that are significant at the 95 percent
confidence level or higher. Because of variations in
study design, differences of roughly the same magnitude
can be statistically significant in some cases but not in
others. In addition, results from surveys are subject to

nonsampling errors. In the design, conduct, and
data processing of NCES surveys, efforts are made to
minimize the effects of nonsampling errors, such as
item nonresponse, measurement error, data processing
error, and other systematic error.

For complete technical details about data and meth-
odology, including sample sizes, response rates, and
other indicators of survey quality, we encourage readers
to examine the detailed reports referenced in each article.
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NO T E FR O M NCES
C. Dennis Carroll, Associate Commissioner, Postsecondary Studies Division

Finding Out How Students Pay for College
Learning how students pay for college is the primary purpose of the National Post-
secondary Student Aid Study (NPSAS), which was conducted first in 1986–87 and
repeated in 1989–90, 1992–93, 1995–96, and 1999–2000. The next NPSAS data collection
is scheduled for 2003–04. NPSAS collects detailed enrollment, financial, and demographic
information about a nationally representative sample of students enrolled at all types of
public and private postsecondary institutions. This information is used to find out how
much students pay for college and where they get the money needed to cover their
expenses.

Actual Expenses Versus Student Budgets
To determine how much they paid, students responding in 1986–87, 1989–90, and
1992–93 were asked to report their actual expenses in a number of categories, such as
tuition and fees, books, rent, food, transportation, and personal expenses. This approach
may produce a reasonable approximation of the education expenses of students who live
on campus and attend full time, because these students typically receive bills from their
institution for tuition and room and board, which are their major expenses. However, it
does not work nearly as well for older, part-time, or commuting students, whose non-
tuition expenses are less clearly related to their education. Neither the student respondent
nor the NPSAS analyst can easily calculate the education-related housing expenses of a
35-year-old part-time student who owns a house, for example, or of a younger student
who lives at home.

Starting in 1995–96, NPSAS has relied on the student budgets determined by institutions,
rather than on the expenditures reported by students, to measure how much students pay.
An institutional budget represents the institution’s best judgment about how much a
student would need to spend on tuition and books as well as living expenses. Institutions
develop a series of budgets to reflect different circumstances (such as living on campus or
at home and attending full time or part time) and assign one of these budgets to each aid
applicant. NPSAS assigns budgets to nonaided students in the same way. These budgets
appear to be the best way to estimate expenses fairly and consistently, even though they
may not accurately represent what any particular student spends. (To permit trend analy-
ses, budgets have been added to the NPSAS analysis files for 1989–90 and 1992–93.)

Personal Financial Resources and Financial Aid
Understanding how students pay for college also involves identifying the sources of
funds—either personal financial resources or financial aid—and how much students
obtain from each source. Personal resources may include earnings from work while
enrolled, savings, and contributions from parents, relatives, or friends. Just over half
(55 percent) of all undergraduates received some type of financial aid in 1999–2000. The
major forms of aid are grants and scholarships, which do not have to be repaid; loans,
which must be repaid after the student graduates or leaves school; and work-study, which
pays the student a stipend in return for work.
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NPSAS obtains accurate financial aid information by merging several databases. The U.S.
Department of Education databases provide detailed information about all Pell Grant
awards and federal student loans. Institutional financial aid offices provide records of other
federal aid, state aid, and institutional aid. They also provide records of scholarships from
private organizations, such as foundations or unions, if the scholarship funds are disbursed
to the student through the financial aid office. In the NPSAS telephone interview, students
report on aid not administered by the financial aid office, such as employer assistance or
grants from private organizations paid directly to the student. Because these types of aid
come in discrete chunks, and typically only once a year or term, student reports are
probably reasonably accurate.

The real challenge is learning about students’ own financial resources. In contrast to the
multiple sources of information about financial aid, the only source of information about
personal financial resources is the telephone interview. The limited time available on the
telephone and the reluctance of individuals to disclose the details of their financial cir-
cumstances constitute one set of barriers to obtaining accurate information. But even when
students are willing to provide the information, they are likely to find it difficult to recall
exactly how much they earned, saved, or were given by their parents or others over the
course of a full academic year.

The parental contribution is the most elusive piece of the puzzle. When students receive a
monthly allowance from their parents, they may be able to estimate the parental contribu-
tion reasonably accurately, but family financial arrangements are often less formal. Parents
may pay some bills directly—tuition, room and board, or credit card bills, for example—
and students may not know or remember the exact amounts. In addition, many parents
routinely make in-kind contributions such as groceries, clothing, cars, and household
items, which students may either forget or be unable to value, or which may not really be
education-related. While policymakers want to know not only how much parents are
contributing, but also where they are getting the money—from current income, savings, or
borrowing, for example—students usually do not know the answer.

To learn about parental contributions in 1999–2000, students under 30 years of age were
asked whether their parents or someone else paid some or all of their tuition, how much
their parents gave them for school-related expenses other than tuition, and if they lived
with their parents while enrolled. However, the numbers these students reported seem
unrealistically low, especially for high-income students. For example, the average high-
income dependent student attending a private not-for-profit institution full time—and
having a nontuition budget of $9,100—reported earnings while enrolled of $2,000 and a
parental contribution for nontuition expenses of just $1,000.

A Picture of Education Expenses and Resources

Although we may never be able to assemble a completely accurate picture of either
education expenses or financial resources, each successive round of NPSAS has produced
more reliable and consistent information about how much students pay for college and
where the money comes from. This issue of the Quarterly features two reports that draw on
NPSAS data to illuminate various aspects of this complex picture.
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FE AT U R E D TO P I C:  PAYING FOR COLLEGE

How Families PayHow Families of Low- and Middle-Income Undergraduates Pay for
College: Full-Time Dependent Students in 1999–2000
—————————————————————————————————— Susan P. Choy and Ali M. Berker

This article was originally published as the Executive Summary of the Statistical Analysis Report of the same name. The sample survey data are from the

National Postsecondary Student Aid Study (NPSAS).

Paying for College

Paying for college has always been considered primarily a
family responsibility, to be met to the extent possible
through some combination of income, savings, and borrow-
ing. However, a variety of government, institutional, and
private programs exist to help students who lack the
necessary financial resources or whose academic or other
achievements qualify them for scholarships. This aid may
take the form of grants or scholarships, which do not have
to be repaid; loans, which must be repaid; or work-study,
which provides aid in exchange for work, usually in the
form of campus-based employment. In 1999–2000, more
than half (55 percent) of all undergraduates received some
type of financial aid to help pay for college (Berkner et al. 2002).

Originally, the goal of federal student aid policy was to
increase college access for students from low-income
families, but as tuition increased, this objective was ex-
panded to make college more affordable for students from
middle-income families as well (Spencer 1999). Federal
grant aid is targeted to low-income students, while subsi-
dized loans are available to both low- and middle-income
students. In the 1992 Amendments to the Higher Education
Act of 1965, Congress made it easier for students to qualify
for financial aid, raised loan limits, and made unsubsidized
loans available to students regardless of need. In the past
decade, the federal government has increasingly relied on
the tax code as a tool to assist students. The Taxpayer Relief
Act of 1997 and the 2001 Economic Growth and Tax Relief
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1Undergraduates under 24 years of age are generally considered financially
dependent for the purposes of determining financial aid eligibility unless they are
married, have legal dependents, are veterans, or are orphans or wards of the court.
However, financial aid officers are permitted to use their professional judgment to
declare students to be independent under unusual circumstances.

2Students who attended more than one institution were excluded from the analysis
because of the confounding effects of attending different-priced institutions and
receiving different financial aid awards at each institution. Students who were not U.S.
citizens or permanent residents were also excluded because they are not eligible for
federal financial aid. Students who attended private for-profit institutions or less-than-
4-year institutions other than public 2-year were excluded because there were not
enough full-time dependent students at those types of institutions to make
meaningful comparisons.

3About one-half of all undergraduates are independent, and about one-half of
dependent students do not enroll full time, full year at one institution.

Reconciliation Act include a number of provisions designed
to help individuals and families to save for, repay, or meet
current higher education expenses by reducing their federal
income tax liability. Some of these benefits phase out as
income increases, but they are broadly available (U.S. Gen-
eral Accounting Office 2002). In addition to federal aid,
students may have access to state- or institution-sponsored
aid (Berkner et al. 2002). Income restrictions for these
programs vary. Finally, most states offer prepaid tuition or
college savings plans to help students at all income levels
pay for college (The College Board 2003).

As debates continue over who should get what kinds of aid
and how much, it is important to know what students and
their families are actually paying for college, where the
money is coming from, and how students’ methods of
paying vary with their family income and the type of
institution they attend. To inform these debates, this report
uses data from the 1999–2000 National Postsecondary
Student Aid Study (NPSAS:2000) to describe how the
families of dependent students1 used financial aid and their
own resources to pay for college, emphasizing variation by
family income and type of institution attended. The study
covers students who were dependent undergraduates
attending a public 2-year college or a public or private not-
for-profit 4-year institution full time, full year during the
1999–2000 academic year.2  Approximately one-quarter of
all undergraduates met the criteria for inclusion in the
analysis.3

The tables in this report show many aspects of student
financing at five types of institutions, and within each type,
at five levels of family income. The categories of institutions
were chosen to group institutions that are similar in terms
of mission, characteristics of students, and, especially, levels
of price and availability of institutionally funded student
aid. They include public 2-year; public 4-year nondoctoral;
public 4-year doctoral; private not-for-profit 4-year non-

doctoral (except liberal arts); and private not-for-profit
4-year doctoral and liberal arts institutions.4  The family
income levels were chosen to correspond roughly to levels
of financial need and eligibility for certain types of federal
grants and loans.

Low-income students have a greater need for financial aid
than middle-income students within each type of institu-
tion, and students at both income levels need more financial
aid at higher priced institutions than at lower priced ones.
By reporting data by income within type of institution, the
tables show both of these patterns. Differences between
public and private not-for-profit institutions reflect their
different prices of attending. Although data are presented
separately in the tables for the five income groups, the
discussion focuses on students from low-income (less than
$30,000) or middle-income ($45,000–$74,999) families.

Financial Need
For aid purposes, a student’s financial need is defined as the
difference between the price of attending and the expected
family contribution (EFC). A student budget, which
represents the price of attending the institution selected, is
calculated for each student. It takes into account the
amounts needed to cover tuition and fees, books and
materials, and reasonable living expenses in that area. The
amount allocated for living expenses depends on whether
the student lives on campus, independently off campus, or
with parents or relatives. The EFC is calculated using a
formula based primarily on family income and assets (with
some adjustments for circumstances, such as the number
of siblings in college), and is not related to the price of
attending. Thus, a student would be expected to contribute
the same amount regardless of the institution selected but
would have greater financial need at an institution with a
high price of attending than at an institution with a low one.

In 1999–2000, average tuition and fees for full-time
dependent students ranged from $1,600 at public 2-year
institutions to $19,900 at private not-for-profit doctoral and
liberal arts institutions, and the average student budget (i.e.,
price of attending) ranged from $8,600 to $28,800. The
average EFC for low-income students (calculated including
those with a zero EFC) was between $1,000 and $1,500, but
many low-income students (between 31 and 45 percent,
depending on the type of institution attended), had a zero

4On several key measures related to paying for college, including tuition, institutional
and other forms of aid, and students’ highest degree expectations, students at private
not-for-profit liberal arts institutions appear to be more like their counterparts at
doctoral than at nondoctoral institutions. Therefore, they were grouped with doctoral
institutions for this analysis.
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EFC. Because EFC depends on the families’ financial
circumstances and is not affected by where students enroll,
variation across institution types reflects variation in the
financial circumstances of the students who chose those
types of institutions. Virtually all middle-income students
had a positive EFC (at least 99 percent at each type of
institution), which averaged between $8,300 and $9,000.

Virtually all low-income students (99 percent or more) had
financial need, regardless of where they enrolled. Among
those with need, the average amount ranged from $7,400 at
public 2-year institutions to $26,000 at private not-for-
profit doctoral and liberal arts institutions. The percentage
of middle-income students with financial need varied,
depending on where they enrolled. At public 2-year institu-
tions, 48 percent of middle-income students had financial
need, but at private not-for-profit doctoral and liberal arts
institutions, 97 percent had need. The average amount for
middle-income students with need ranged from $2,600 at
public 2-year institutions to $20,900 at private not-for-
profit doctoral and liberal arts institutions.

Financial Aid

Most low-income students received financial aid: 78 percent
at public 2-year institutions and 86 to 98 percent at 4-year
institutions. Among middle-income students, less than half
received aid at public 2-year institutions (40 percent), but
71 to 93 percent did so at 4-year institutions. Students from
both income groups were more likely to receive aid at
private not-for-profit nondoctoral institutions than at any
other type of institution.

Types and amounts of aid

To illustrate the relative importance of the different types of
aid for low- and middle-income students across institution
types, figure A shows the average amounts of each type of
aid computed using all students as the base (i.e., including
unaided students). It shows several patterns: more aid for
low-income students, more aid as price goes up, more grant
aid for low-income students than middle-income students
at most types of institutions, and more loans than grants for
middle-income students at public institutions.

Relative importance of grants and loans

For aided low-income students, aid covered almost half
(48 percent) of the student budget, on average, at public
2-year institutions. At both types of public 4-year institu-
tions and at private not-for-profit nondoctoral institutions,
aid covered 64 to 68 percent of the student budget, and at
private not-for-profit doctoral and liberal arts institutions, it

covered 75 percent. For aided middle-income students, aid
covered 29 percent of the student budget, on average, at
public 2-year institutions, 46 to 50 percent at public 4-year
institutions, and 62 to 63 percent at private not-for-profit
4-year institutions.

At each type of institution, low-income students had more
of their budget covered by financial aid than middle-income
students, on average, and a greater proportion was covered
by grants. For low-income students, 39 to 49 percent of
their student budget was covered by grants, on average,
depending on the type of institution they attended. For
middle-income students, the percentage of their student
budget covered by grants did not exceed 16 percent at
public institutions, but in the private not-for-profit sector, it
was higher: 32 percent at nondoctoral institutions and 37
percent at doctoral and liberal arts institutions. The percent-
age of the total student budget covered by loans was greater
for middle-income students than for low-income students
except at private not-for-profit doctoral and liberal arts
institutions, where no difference was detected.

Sources of aid

For low-income students who received financial aid, federal
aid (including grants and loans) constituted from 46 to 73
percent of total aid, on average, depending on the type of
institution attended. For aided middle-income students, it
ranged from 30 to 61 percent. The relative contribution of
state grants to total aid was also higher, on average, for low-
income students than for middle-income students except at
public 2-year institutions, where no difference was detected.
At each type of institution, institutional aid made up a
greater proportion of total aid, on average, for middle-
income students than for low-income students.

Remaining (unmet) need

Remaining, or unmet, need represents the amount of the
total budget not covered by either the EFC or financial aid.
In 1999–2000, about one-half of all full-time dependent
students had a calculated unmet need. Depending on the
type of institution attended, 74 to 92 percent of low-income
students and 38 to 65 percent of middle-income students
had unmet need. At each type of institution, low-income
students were more likely than middle-income students to
have unmet need. Among students with unmet need, the
average amount ranged from $4,000 to $9,300 for low-
income students and from $2,100 to $10,700 for middle-
income students. At public institutions, low-income
students with unmet need averaged higher amounts than
their middle-income counterparts. At private not-for-profit
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Figure A. Average amount of aid received by all full-time, full-year dependent low- and middle-income undergraduates, by type of aid and type of
institution, and percentage with aid: 1999–2000

1Averages computed using both aided and unaided students.

NOTE: Limited to undergraduates who attended only one institution and who were U.S. citizens or permanent residents. Detail may not sum to totals because types of
aid other than grants, loans, and work-study are not shown. Average “other” aid did not exceed $200 at any institution type. The average amount of work-study aid
received by middle-income students at public 2-year institutions rounds to zero.

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1999–2000 National Postsecondary Student Aid Study (NPSAS:2000).
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4-year nondoctoral institutions, no difference was detected
between the two groups, and at private not-for-profit
doctoral and liberal arts institutions, the apparent difference
was not statistically significant.

After Financial Aid
The amount of money that students and their families have
to pay (after financial aid) during a given year to allow the
students to enroll is called the “net price.” For this analysis,
net price was computed as total price minus all financial aid
except work-study (i.e., total price minus grants and
loans).5  Because work-study programs provide wage
subsidies to institutions and other employers, they help
students obtain jobs. From the perspective of students,
however, work-study earnings are still earnings from work
and therefore they would have reported them in the
telephone interview when asked about work. If work-study
earnings were included in aid, they would be double-
counted later in this analysis when the relative contribu-
tions of aid and work are examined.

Among low-income students, those at public nondoctoral
institutions appeared to have the lowest average net price
($4,600). No differences were detected in the average net
prices of low-income students at public 2-year, public
doctoral, and private not-for-profit nondoctoral institutions
($5,400 to $6,000). Because there were differences in the
average prices paid at these types of institutions (as dis-
cussed earlier), more financial aid compensated for the
higher prices. Low-income students at private not-for-profit
doctoral and liberal arts institutions had the highest average
net price ($9,100).

Among middle-income students, those at public 2-year and
public 4-year nondoctoral institutions had the lowest net
prices ($7,700 and $7,400, respectively). Their counterparts
at public doctoral and private not-for-profit nondoctoral
institutions had the next highest net prices ($8,700 and
$9,400, respectively). Middle-income students at private
not-for-profit doctoral and liberal arts institutions had the
highest average net price ($14,600).

Work

Working during the school year is the norm, even for full-
time students. In 1999–2000, 76 percent of all full-time
dependent students worked while enrolled (including

students with work-study jobs). Those who worked put in
an average of 22 hours per week and earned an average of
$5,100, including hours and earnings from work-study
programs. At each institution type, no difference was
detected between the percentages of low-income and
middle-income students who worked, the amount they
worked, and the average amount they earned.

Help from parents

Reflecting the greater financial resources of their families,
middle-income students were more likely than their low-
income peers to report that they received help from parents
paying their tuition at each type of institution. With respect
to nontuition expenses, middle-income students were more
likely than low-income students to report receiving help at
public doctoral institutions (34 percent vs. 28 percent), but
no differences between the two groups were detected at
other types of institutions.

Paying for College: A Summary
Figure B shows data for low- and middle-income students
separately, with two horizontal bars for each institution
type. The top bar in each set represents the average student
budget and its two components: financial aid (excluding
work-study) and what students and their families must pay
(net price). The lower bar shows the known family effort:
loans (including PLUS loans) and student earnings from
work while enrolled (assuming that these earnings are used
entirely for educational expenses). The averages shown
include both aided and unaided students in order to
indicate the relative contributions of the different amounts
to the totals.

The circled numbers represent the expected family contri-
bution (EFC). When the net price is greater than the EFC—
that is, when the amount students and their families must
pay is greater than the amount they are expected to pay—
students have unmet financial need. A comparison of the
EFC to work specifies how much of the family contribution
theoretically could have come from student work while
enrolled.6  The boxes on the right show the percentages of
students whose parents (or others) helped pay their tuition
and the percentages who lived at home.

For low-income students at each type of institution, the
EFC fell short of the price students had to pay, even after
financial aid. At public 2-year institutions, low-income
students appeared to cover their educational expenses by

6There is no way of knowing what sources of funds families actually use.

5The calculation of net price does not include the future cost of repaying loans. For
students with loans as part of their financial aid package, the total amount they pay for
their education includes the amounts they borrow, plus interest, in addition to the
amounts paid while enrolled.

How Families of Low- and Middle-Income Undergraduates Pay for College: Full-Time Dependent Students in 1999–2000
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Figure B. Average amounts for selected components of the average student budget for full-time, full-year dependent low- and middle-income under-
graduates, sources of funds, and percentage of students who received support from their parents, by type of institution: 1999–2000

HOW TO READ THIS FIGURE: The top bar in each set represents the average student budget with its two components: financial aid (excluding work-study) and what students
and their families must pay (net price). The lower bar shows the known family effort: loans and student earnings from work while enrolled (assuming that these earnings are
used entirely for educational expenses). The circled numbers represent the expected family contribution (EFC). When the net price is greater than the EFC—that is, when the
amount students and their families must pay is greater than the amount they are expected to pay—students have unmet financial need.
1Aid includes grants/scholarships, loans, and “other” aid (such as ROTC, aid for veterans’ dependents and survivors, and other unidentified types of aid), but excludes work-study
aid. Earnings from work-study participation are included in “work.” Therefore, this average amount of aid differs from the total shown in figure A.
2Includes work-study earnings.
3Average amounts include unaided as well as aided students.

NOTE: Limited to undergraduates who attended only one institution and who were U.S. citizens or permanent residents. Detail may not sum to totals because of rounding.

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1999–2000 National Postsecondary Student Aid Study (NPSAS:2000).
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receiving aid (primarily grants), living at home, and
working while enrolled. At public 4-year institutions, they
appeared to depend primarily on aid (both grants and
loans) and their own earnings, with some help from their
parents. While low-income students at private not-for-profit
4-year institutions received substantial amounts of aid, it is
difficult to understand how they covered their educational
expenses given the gap between the net price and EFC and
the amount these students reported earning on their own,
especially at private not-for-profit doctoral and liberal arts
institutions where relatively few students lived at home. To
meet their expenses, low-income students at private not-for-
profit 4-year institutions may have reduced their standard of
living below the institutionally determined budget; acquired
additional funds through gifts or loans from grandparents,
noncustodial parents, or others whose financial resources
are not considered in the EFC formula; or used more of
their income or savings than required by the EFC formula,
to name some possible strategies.

At public institutions and private not-for-profit nondoctoral
institutions, middle-income students and their families were
in a better position than their low-income counterparts to
cover their expenses. With access to student loans (and
substantial grants at private not-for-profit nondoctoral
institutions), these families, on average, generally appeared
able to bring the net price into line with the EFC. At private
not-for-profit doctoral institutions, however, despite grants

and loans, there remained a relatively large unexplained
amount of the net price to cover beyond the EFC.
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1Institutional aid includes both need-based and merit-based aid.

2In addition to academic scholarships, merit aid includes athletic and other merit
scholarships. Merit aid is included in the total aid awards previously discussed and
shown in figure B.

Institutional AidWhat Colleges Contribute: Institutional Aid to Full-Time Undergraduates
Attending 4-Year Colleges and Universities
—————————————————————————————————— Laura Horn and Katharin Peter

This article was originally published as the Executive Summary of the Statistical Analysis Report of the same name. The sample survey data are from the

National Postsecondary Student Aid Study (NPSAS) and the Beginning Postsecondary Students Longitudinal Study (BPS).

Introduction
Many colleges and universities, both public and private,
provide grant aid to undergraduates to help them pay for all
or part of the tuition and fees charged by the institution.
This practice, often referred to as “tuition discounting,” has
grown rapidly in recent years (Redd 2000; Cunningham et
al. 2001; Hubbell and Lapovsky 2002). Depending on the
type and selectivity of the institution, institutional aid is
awarded for different reasons. Some institutions aim to
promote access to low-income and otherwise disadvantaged
students, others use institutional aid to increase the enroll-
ment of meritorious students, and still others use it to
increase tuition revenues (Allan 1999; Redd 2000). Many
institutions are trying to accomplish more than one of these
goals simultaneously (Redd 2000). Through the packaging
of need-based and merit-based aid, different institutions use
different strategies. For example, a need-within-merit
strategy uses merit criteria, but prioritizes the recipients on
the basis of need, whereas a merit-within-need strategy
awards aid on the basis of need, but prioritizes the recipi-
ents on the basis of merit.

This study provides information about recent trends in
institutional aid receipt and then examines the relationship
between such aid and the likelihood of recipients staying
enrolled in the awarding institution relative to comparable
unaided students. The trend analysis is based on data
gathered from three administrations of the National
Postsecondary Student Aid Study, conducted in 1992–93,
1995–96, and 1999–2000 (NPSAS:93, NPSAS:96, and
NPSAS:2000), and the retention analysis is based on data
from the first and second follow-ups to the 1995–96
Beginning Postsecondary Students Longitudinal Study
(BPS:96/01). BPS followed a cohort of students who first
enrolled in college in 1995–96 and were last surveyed in
2001, about 6 years after their initial enrollment. Only full-
time students attending 4-year public and private not-for-
profit institutions were included in these analyses.

Trends in Institutional Aid: 1992–93 to
1999–2000
Consistent with earlier studies reporting large increases in
spending on institutional aid by 4-year colleges and univer-

sities (e.g., Cunningham et al. 2001), this study found that
the percentage of full-time undergraduates in 4-year
colleges and universities who received institutional aid
increased over the last decade, both in the public and
private not-for-profit sectors (figure A).1  In 1992–93, 17 per-
cent of undergraduates in public institutions received
institutional aid, averaging about $2,200 (after adjusting
for inflation to 1999 dollars). By 1999–2000, 23 percent
received such aid, averaging about $2,700. In private not-
for-profit institutions, 47 percent received institutional aid,
averaging about $5,900 in 1992–93, while 58 percent did so
in 1999–2000, averaging about $7,000.

Over the same period, there was a notable increase in the
percentage of undergraduates in the highest income quartile
who received institutional aid, especially between 1995–96
and 1999–2000 (figure B). In private not-for-profit institu-
tions, the percentage of undergraduates in the highest
income quartile who received institutional aid increased
from 41 to 51 percent between 1995–96 and 1999–2000. In
public institutions, the percentage of high-income students
receiving such aid increased from 13 to 18 percent. In
contrast, in both the public and private sectors, no corre-
sponding increase was observed during that time for those
in the lowest income quartiles; and in private institutions,
no increase was observed for middle-income students.

Much of the increase in institutional grant aid awarded
between 1995–96 and 1999–2000 was in the form of aid
based entirely on merit.2  The percentage of full-time
undergraduates who received merit aid increased from 7 to
10 percent in public institutions and from 21 to 29 percent
in private not-for-profit institutions (figure C). In contrast,
between 1992–93 and 1995–96, no differences in the
percentages of undergraduates receiving merit aid were
observed in either public institutions or private not-for-
profit institutions.
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A relationship between the likelihood of receiving institu-
tional merit aid and family income could not be detected in
public institutions. That is, in all three NPSAS survey years,
no differences were observed in the percentages of full-time
undergraduates who received institutional merit aid among
low-, middle-, or high-income students. In private not-for-
profit institutions, on the other hand, differences by income
were evident (figure D). In both 1992–93 and 1995–96,
undergraduates in the middle-income quartiles were more
likely than students in either the highest or lowest income
quartiles to receive merit aid. By 1999–2000, however, no
difference could be detected between the percentages of
middle- and high-income students receiving merit aid
(roughly 30 percent in each group did so), and students in
both these income groups were more likely than low-
income students (23 percent) to receive such aid. In other
words, in private not-for-profit institutions, in the early to
mid-1990s, middle-income students appeared to be favored
over both high-income and low-income students in terms of
receiving institutional merit aid. Institutions might award
institutional aid in such a manner because low-income
students are more eligible for need-based aid and high-

income students have more discretionary income. However,
by 1999–2000, no difference could be detected between
those in the middle- and high-income quartiles, and
students in both income groups were more likely to receive
merit aid than their low-income peers.

As shown in figure E, need-based and merit-based institu-
tional aid awards are often packaged together. In private
not-for-profit institutions, where merit aid is most likely to
be awarded, among full-time undergraduates, 44 percent of
those who received need-based aid in 1999–2000 also
received merit-based aid; among students who received
merit-based aid, about one-third also received need-based
aid. Taking into account the various need-within-merit and
merit-within-need award strategies that institutions might
use to increase institutional aid across income levels, if the
trend in increased aid was aimed at all students, the notable
increase in merit aid awards to high-income students in
private not-for-profit institutions that occurred between
1995–96 and 1999–2000 would have been accompanied
by a corresponding increase in total aid to low-income
and most middle-income students, who are eligible for
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SOURCE: U.S. Department of Education, National Center for Education Statistics, 1992–93, 1995–96, and 1999–2000 National Postsecondary
Student Aid Study (NPSAS: 93, NPSAS: 96, and NPSAS: 2000).

Figure A. Percentage of full-time undergraduates enrolled in 4-year institutions who received institutional aid and among
recipients, the average amount received in constant 1999 dollars, by institution control: 1992–93, 1995–96, and
1999–2000

What Colleges Contribute: Institutional Aid to Full-Time Undergraduates Attending 4-Year Colleges and Universities
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Figure B. Percentage of full-time undergraduates enrolled in 4-year institutions who received institutional aid and among
recipients, the average amount received in constant 1999 dollars, by income quartile: 1992–93, 1995–96, and
1999–2000
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Figure C. Percentage of full-time undergraduates enrolled in 4-year institutions who received merit-based institutional
aid and among recipients, the average amount received in constant 1999 dollars, by institution control: 1992–93,
1995–96, and 1999–2000

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1992–93, 1995–96, and 1999–2000 National Postsecondary
Student Aid Study (NPSAS: 93, NPSAS: 96, and NPSAS: 2000).

need-based aid. However, as is shown in figure B, this does
not appear to be the case. Looking at total institutional aid,
which includes both need and merit aid, no increase was
observed in the percentage of either low- or middle-income
students receiving aid between 1995–96 and 1999–2000,
while awards to high-income students increased from 41 to
51 percent.

Academic Merit, Financial Need, and
Institutional Grant Aid Among First-Year
Students
Among undergraduates who enrolled in a 4-year college or
university for the first time in 1995–96, about 38 percent of
full-time students received institutional grant aid, including
about one-quarter (24 percent) in public institutions and
nearly two-thirds (62 percent) in private not-for-profit
institutions.

Institutional aid can be awarded on the basis of financial
need, academic merit, or both need and merit. In addition,

depending on the selectivity of the institution, institutional
aid packages and amounts may vary. Therefore, in this
analysis, students’ high school academic merit,3  their
financial need,4  and the selectivity of institutions5  were
taken into account when examining patterns of receipt of
institutional grant aid.

3Levels of academic merit were based on an index incorporating three academic
measures: college entrance exam scores, degree of high school curriculum difficulty,
and high school grade-point average (GPA).

4Levels of financial need were based on the student budget reported by the
institution (which includes the cost of tuition, books, and transportation, plus living
expenses) after subtracting the expected family contribution (EFC) and government
grant aid (both federal and state). This is the amount that institutions typically take
into account before committing their own funds. This definition differs from the
federal need definition, which is student budget minus EFC.

5Institution selectivity was based on the SAT or equivalent ACT scores of entering
students. Institutions where at least 75 percent of entering students scored above
1000 on the SAT were considered “very selective.” All others were identified as “less
selective.” (See appendix A in the full report for detailed descriptions of variables.)

What Colleges Contribute: Institutional Aid to Full-Time Undergraduates Attending 4-Year Colleges and Universities
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Figure D. Percentage of full-time undergraduates enrolled in private not-for-profit 4-year institutions who received merit-
based institutional aid and among recipients, the average amount received in constant 1999 dollars, by income
quartile: 1992–93, 1995–96, and 1999–2000

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1992–93, 1995–96, and 1999–2000 National Postsecondary
Student Aid Study (NPSAS: 93, NPSAS: 96, and NPSAS: 2000).

Institution selectivity

Many of the differences observed in institutional grant aid
awards were related to the selectivity of the institution.
For example, in both public and private not-for-profit
institutions, the likelihood of awarding institutional aid in
very selective institutions did not vary significantly with
students’ academic merit, whereas in less selective institu-
tions, it did. In less selective institutions, as students’ high
school academic merit increased, so did their likelihood of
receiving institutional grant aid.

Differences by institution selectivity were also evident when
examining the relationship between institutional aid awards
and students’ financial need, especially in the private sector.
In very selective private not-for-profit institutions, as
students’ financial need rose, so did their likelihood of
receiving institutional grant aid, from 21 percent of those
with low financial need, to 59 percent with moderate need,
to 66 percent with high need. In less selective institutions,

on the other hand, while there was an association between
institutional aid awards and financial need, fully one-half
(51 percent) of students with low financial need received
institutional grant aid, as did 71 percent of both those with
moderate and high need.

Financial need

In both less selective and very selective public institutions,
students’ likelihood of receiving institutional grant aid was
clearly associated with their financial need. Students with
no financial need were less likely to receive institutional
grant aid than their counterparts with high need. However,
students with no financial need were more likely to receive
institutional grant aid in less selective institutions than in
very selective institutions, whereas those with high need
were more likely to receive aid in very selective institutions.

When looking at students’ financial need in relation to their
high school academic merit, positive associations between
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Figure E. Among full-time undergraduates in private not-for-profit 4-year institutions who received institutional aid, the
percentage of need-based aid recipients who also received merit-based aid and the percentage of merit-based
aid recipients who also received need-based aid: 1992–93, 1995–96, and 1999–2000

students’ financial need and the likelihood of receiving
institutional aid awards remained for those who had
achieved no higher than moderate levels of high school
academic merit. This was observed for all institution types,
including less selective private not-for-profit institutions: at
such institutions, among those who had achieved moderate

levels of academic merit, 69 percent with high need re-
ceived institutional grant aid, compared with 47 per-
cent with low need. However, as discussed below, for
students who had achieved high levels of academic merit,
whether or not they received institutional grant aid in less
selective institutions did not vary significantly with their
financial need.

What Colleges Contribute: Institutional Aid to Full-Time Undergraduates Attending 4-Year Colleges and Universities
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Students with high academic merit

As shown in figures F and G, students enrolled in less
selective institutions who had achieved high academic
merit in high school were more likely to receive institu-
tional grant aid than their high-merit counterparts in very
selective institutions. This was observed for both public
institutions (52 vs. 27 percent) (figure F) and private not-
for-profit institutions (87 vs. 51 percent) (figure G).
However, in less selective institutions, no association could
be detected between the likelihood of high-merit students
receiving institutional grant aid and their financial need.6

In private not-for profit less selective institutions, for
example, roughly 9 in 10 high-merit students received
institutional grant aid regardless of their financial need
(figure G). In very selective institutions, on the other hand,
high-merit students with high financial need were more
likely to receive institutional aid than their counterparts
with low (or no) need.

For high-merit students who received institutional grant
aid, the average amount received as a percentage of tuition
varied by institution selectivity in private not-for-profit
institutions (figure H): those in very selective institutions
received about 58 percent of their tuition amounts, com-
pared with 46 percent in less selective institutions. How-
ever, in the same sector, only in very selective institutions
did the amount of institutional aid received vary by aid
recipients’ financial need. Specifically, in very selective
institutions, high-merit recipients with high financial need
received enough institutional grant aid to pay for about
two-thirds of their tuition, compared with about one-half of
tuition for high-merit recipients with moderate or low need.
In less selective private not-for-profit institutions, on the
other hand, no difference in the average amounts received
by high-merit recipients could be detected among students
in terms of their financial need.7

Tuition in public institutions is typically much lower than it
is in comparable private not-for-profit institutions. Due to
large variations in the amounts received, in particular for
students with no financial need, statistical differences in aid
amounts could be detected only for high-merit aid recipi-
ents in less selective public institutions. Among such

students, those with high need received enough aid to pay
96 percent of their tuition, compared with recipients with
moderate need, who received only enough aid to pay 64 per-
cent of their tuition.

Institutional Grant Aid and Retention at
Awarding Institution

How did the award of institutional grant aid relate to
students’ likelihood of staying enrolled in the awarding
institution? The analysis addressed this question at two
different points in time, 1 year and 6 years after students
first enrolled.

One year later

Some groups of students who received institutional grant
aid in their first year were more likely than their unaided
counterparts to re-enroll in their second year and less likely
to transfer to another institution. But findings differed by
sector and selectivity of institutions. In particular, differ-
ences in 1-year retention rates were observed for middle-
merit students in less selective institutions, both public and
private not-for-profit. Specifically, among middle-merit
students, 87 percent of aided students in less selective
public institutions returned in their second year, compared
with 75 percent of unaided students; similarly, in less
selective private not-for-profit institutions, 87 percent of
aided students returned, compared with 70 percent of
unaided students. A difference was also observed for high-
merit students in very selective public institutions, where
97 percent of aided students returned, compared with
90 percent of unaided students. Due in part to small sample
sizes and uniformly high retention rates, 1-year retention
rate differences could not be detected for any merit group
in very selective private not-for-profit institutions.8

Six years later

Six years after their first enrollment, differences between
aided and unaided students were only observed in public
institutions. Students who had been awarded institutional
grant aid in their first year were more likely than their
unaided counterparts to have either attained a degree from
or still be enrolled at the awarding institution.9  In less
selective public institutions, this trend was found across all
merit groups, while in very selective public institutions, a

6In public less selective institutions, the difference between the percentages of
students with no need and high need who received institutional grant aid appeared
to be different (44 vs. 66 percent), but because of large standard errors for high-merit
students with high need, there was not enough statistical evidence to confirm the
difference.

7The aid amounts for high-merit students with high need and low need appear to be
different (51 vs. 41 percent of tuition), but there was not enough statistical evidence to
confirm the difference.

8For example, 88 percent of high-merit aided students in very selective private not-
for-profit institutions were still enrolled, as were 81 percent of comparable unaided
students, a difference that is not statistically significant.

9Institutional grant aid receipt was only known for the first year of enrollment. The
relationship discussed here is whether students received institutional aid in their first
year and then persisted in the awarding institution for 6 years.
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Figure F. Among 1995–96 beginning full-time students enrolled in public 4-year institutions who had achieved high
academic merit in high school, the percentage receiving institutional grant aid, by institution selectivity and
financial need
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Figure G. Among 1995–96 beginning full-time students enrolled in private not-for-profit 4-year institutions who had
achieved high academic merit in high school, the percentage receiving institutional grant aid, by institution
selectivity and financial need
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difference in retention between aided and unaided students
was detected only for high-merit students (88 percent of
aided students maintained their enrollment vs. 78 percent
of unaided students).

In private not-for-profit institutions, whether they were less
selective or very selective institutions, no differences could
be detected between the 6-year retention rates of students
who received institutional grant aid in their first year and
those who did not.

These results held in a subsequent multivariate analysis
after taking into account students’ academic merit and
financial need, the selectivity of institutions, and a number
of other variables related to retention.10 Full-time under-
graduates who received institutional grant aid in public
institutions were more likely than their unaided counter-

Percent Amount of aid as a percent of tuition received in 
private not-for-profit institutions
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Figure H. Among 1995–96 beginning full-time students enrolled in private not-for-profit 4-year institutions who had
achieved high academic merit in high school and had received institutional grant aid, the average amount
received as a percent of tuition, by institution selectivity and financial need

SOURCE: U.S. Department of Education, National Center for Education Statistics, 1996/98 Beginning Postsecondary Students Longitudinal
Study, “First Follow-up” (BPS:96/98).

10While the analysis controlled for observable student characteristics that might be
related to persistence, it is possible that unobservable characteristics are related both
to the receipt of institutional aid and persistence. For example, an institution might be
more likely to give aid to students it perceives as more likely to succeed over students
with comparable merit and need.

parts to earn a degree from or still be enrolled at the
awarding institution 6 years after they had first enrolled.
However, the same pattern was not observed for those
enrolled in private not-for-profit institutions. While it
appears as though receiving high amounts of insti-
tutional grant aid in private not-for-profit institutions
(covering 75 percent or more of tuition) was associated
with higher retention, there was not enough statistical
evidence to confirm a difference once the multivariate
analysis was applied.

Conclusions
This study found that the percentage of full-time students
receiving institutional grant aid increased measurably
between the early and late 1990s. Increases in aid were
especially apparent for students in the highest income
quartile, and much of the increase was awarded in the form
of merit aid.

The study also found that students who achieved high
academic merit in high school were more likely to receive
institutional grant aid if they attended less selective rather
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than very selective institutions (in both the public and
private not-for-profit sectors). However, an association
between high-merit students receiving such aid and their
financial need was not readily apparent in less selective
private not-for-profit institutions, whereas in very selective
institutions (both public and private not-for-profit), the
likelihood of high-merit students receiving institutional
grant aid increased with their financial need.

There was evidence that receiving institutional grant aid as
freshmen was related to higher 1-year retention rates for
certain groups of students, namely, those who had achieved
moderate levels of academic merit and had enrolled in less
selective institutions (both public and private not-for-
profit), as well as those who had achieved high academic
merit and enrolled in very selective public institutions.
However, an association between institutional grant aid
receipt in the first year and 6-year institutional retention
(or degree attainment) was only evident among students in
public institutions.

Taken together, the results are consistent with those of
other studies reporting higher spending by 4-year colleges
and universities on institutional aid (e.g., Cunningham
et al. 2001), especially by less selective private institutions
(Redd 2000; and Hubbell and Lapovsky 2002). Also, as
discussed in Duffy and Goldberg (1998), the findings
revealed that in the late 1990s, the percentage of high-
income students receiving institutional grant aid (in
particular, merit aid) increased, as did the average amount
they received. This study could not address whether
institutional grant aid awards had increased the enrollment
of the types of students that institutions sought. However,
the findings did indicate that in private not-for-profit
institutions, where most institutional grant aid is awarded,
no measurable association could be detected between
students’ receipt of institutional grant aid as freshmen and

their graduating from the awarding institution (compared to
unaided students), once other factors such as students’
academic merit, students’ financial need, and institutional
selectivity were taken into consideration.
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How do low-income families pay for postsecondary educa-
tion? This is a critical question to answer as we look to the
upcoming reauthorization of the Higher Education Act
(HEA). Through the HEA, the U.S. Department of Educa-
tion will deliver or cause to be delivered more than $60
billion in financial aid—primarily to low-income students—
during the 2003–04 academic year.

The National Center for Education Statistics (NCES) report
How Families of Low- and Middle-Income Undergraduates Pay
for College: Full-Time Dependent Students in 1999–2000
highlights the significant role that federal student financial
aid programs play as the primary mode of support to low-
income students enrolled in a public 2-year, public 4-year,
or private not-for-profit 4-year college or university. It also
highlights the fact that middle-income students’ reliance on
financial aid is greatest when they are attending 4-year
institutions.

The report documents the fact that low-income students
attending public 2-year colleges in 1999–2000 were able to
meet their education expenses by combining federal grants
with their earnings from work. Typically, they were also
aided by their families by living at home while enrolled, and
they borrowed little. Low-income students attending public
4-year colleges and universities, particularly those attending
doctoral degree-granting universities, were likely to receive
more grant support, including institutional grants, and to
spend no more out-of-pocket than their peers at public
2-year colleges. They were, however, more likely to take
out subsidized Stafford loans.

Three significant changes have occurred since 1999–2000:

■ The federal Pell Grant maximum award increased
from $3,125 for the 1999–2000 academic year to

Helping Low-Income StudentsInvited Commentary: Federal Efforts to Help Low-Income Students Pay for
College
——————————————————————————————————Sally L. Stroup, Assistant Secretary of Postsecondary Education,

U.S. Department of Education

This commentary represents the opinions of the author and does not necessarily reflect the views of the National Center for Education Statistics.

$4,000 for the 2002–03 academic year—an increase
of nearly 30 percent in just 4 years. This increase
continued the trend begun in 1995–96.

■ The average tuition and fees charged by colleges and
universities increased dramatically between 1999–
2000 and 2002–03. The average tuition and fees
charged by public 4-year colleges and universities
increased by $720, or 22 percent, while the average
tuition and fees charged by private 4-year colleges
and universities increased by $2,800, or 18 percent.
These increases offset the gains achieved by the
federal investment of $4.4 billion in the Pell Grant
Program for 2002–03—a 60 percent increase since
1999–2000.

■ Student loan interest rates have fallen to historic
lows. Students leaving postsecondary education in
the summer of 2000 were looking at entering
repayment with interest rates of 7.72 percent on their
subsidized Stafford loans. Students leaving post-
secondary education today—in the summer of
2003—are facing interest rates of 3.42 percent. This
reduction in the student loan interest rate will result
in monthly savings of more than $20 on $10,000 in
debt and 10-year savings of nearly $2,600.

Over the last several years, the federal government has been
doing its part to reduce the economic barriers to low-
income individuals enrolling in postsecondary education by
substantially increasing funds for the Pell Grant Program
and supporting policies that have reduced student loan
costs to borrowers. However, despite these strong efforts,
significant increases in tuition and fees continue to hamper
the federal government’s attempts to increase access to
postsecondary education for many students from low-
income families.
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One of the biggest concerns for many families is how they
are going to pay their children’s college expenses. In
academic year 2002–03, the average total price for full-time
undergraduates to attend 4-year institutions—including
tuition, fees, room, board, books, supplies, and other
education expenses, as estimated by the institutions—was
more than $12,800 at public institutions and almost
$28,000 at private institutions (College Board 2003a). Over
the past decade, inflation-adjusted tuition prices at public
and private 4-year colleges and universities jumped nearly
40 percent, while the median income of families with a head
of household 45 to 54 years old (those families most likely
to have traditional college-age children) rose only 8 percent
(College Board 2003b). Such price increases have made it
much more difficult for families from nearly all income
levels to pay for college. Researchers have, for many years,
wondered how low- and middle-income families manage to
put together enough funds from financial aid and their own
resources to pay for their children’s postsecondary educa-
tion. A recent report from the National Center for Educa-
tion Statistics (NCES), How Families of Low- and Middle-
Income Undergraduates Pay for College: Full-Time Dependent
Students in 1999–2000, provides much-needed information
on the resources students and their families use to bear the
burden of college costs.

As the report explains, paying for college is considered to be
primarily a family responsibility, with students and families
from all income backgrounds expected to contribute at least
some portion of their resources toward postsecondary
expenses. However, with the advent of federal student
financial aid, as authorized by the Higher Education Act of
1965, the federal government committed itself to at least
partially assisting students with these costs. Since then,
federal and state governments, along with the postsec-
ondary institutions themselves, have distributed billions of
dollars in grants, loans, and work-study awards to help
students pay college expenses. In 1999–2000 alone, these
entities awarded nearly $66 billion in direct financial
assistance to students (College Board 2003b). Unfortu-
nately, as the NCES report shows, these funds often are not
enough to offset the total cost of education for many low-
and middle-income undergraduates, and students and their

families often must make up the difference through
work, private credit, or other means.

Access Versus Affordability: A Changing
Role for Financial Aid
Originally, financial aid was designed to provide educa-
tional access to low-income families—those families who
can least afford to pay college costs. As such, most aid
was distributed to students based on their demonstrated
financial need (Heller and Rasmussen 2002). But as
college prices have risen, financial aid has taken on the
role of preserving college affordability for the middle
class. To deliver more aid to middle-income families,
policymakers have instituted aid and other programs
based on academic merit and other criteria rather than
need. Implied in the NCES report, but not directly
stated, is the inherent tension between these two goals:
As more public dollars are devoted to the preservation of
affordability for the middle class, is less funding available
to support college access for the poor?

Recent trends suggest that aid to the middle class has
become increasingly important. During the 1990s,
appropriations for the Pell Grant Program—the largest
federal program that provides grant assistance to finan-
cially needy students at postsecondary institutions—rose
only 23 percent (College Board 2001). At the same time,
institutional aid (which is often provided to middle-
income students through merit-based and other “non-
need” scholarships) grew 84 percent (College Board
2001; Davis 2003; Heller 2001). Similarly, from 1990 to
2000, state spending for merit scholarships tripled, while
need-based state aid grew 62 percent (NASSGAP 2001).

Despite these trends, How Families of Low- and Middle-
Income Undergraduates Pay for College makes a convinc-
ing case that low-income students continue to receive
the lion’s share of aid and that college access remains the
primary goal of financial aid. The authors use data from
the NCES 1999–2000 National Postsecondary Student
Aid Study (NPSAS:2000) to show the college financing
experiences of full-time, full-year, dependent under-
graduates who attended public 2-year, public 4-year, and
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private not-for-profit 4-year institutions during the 1999–
2000 academic year. These students constitute just one-
quarter of all undergraduates; the aid and other resources
used by the vast majority of students (such as part-time and
other “nontraditional” undergraduates) are not discussed.
However, as the authors suggest, much of the policy debate
on college financing focuses on full-time undergraduates; it
is therefore important that their financial aid and other
resources are better understood by policymakers.

At public 2-year institutions, 78 percent of low-income
undergraduates (those from families with less than $30,000
in adjusted gross income) received financial assistance in
1999–2000, and their average aid amount was $3,000. This
compares with 40 percent of middle-income undergraduates
(those with a family income between $45,000 and $74,999),
who received an average of $1,000. Grants accounted for
approximately 80 percent of the total aid for low-income
students, compared with 50 percent for students from
middle-income families.

At private not-for-profit doctoral and liberal arts colleges,
90 percent of low-income undergraduates received aid,
compared with 84 percent of middle-income undergradu-
ates. The average award for low-income students was
$18,900, of which about two-thirds came from grants. The
average aid amount for middle-income students was
$14,700, with about 60 percent coming from grants.

Unmet Financial Need
Despite these large awards, the report also indicates that for
many low- and middle-income families, financial aid awards
are often not large enough to meet students’ full demon-
strated financial need. Financial need is defined as the
difference between students’ total cost of education and the
amount they and their families are expected to contribute
toward this cost—more commonly referred to as the
expected family contribution (EFC). Unmet, or remaining,
financial need is the difference between the students’
demonstrated financial need and the amount they receive in
financial aid.

Unmet need appears to be a serious problem, particularly
for low-income undergraduates. In 1999–2000, the propor-
tion of low-income students with unmet need ranged from
74 percent at public doctoral institutions to 92 percent at
public 2-year institutions, and their average amount of
unmet need ranged from $4,000 at public 4-year non-
doctoral schools to $9,300 at private not-for-profit doctoral
and liberal arts colleges. Among middle-income students,

the proportion with unmet need ranged from 38 percent at
public 2-year institutions to 65 percent at private not-for-
profit doctoral and liberal arts colleges, with average
remaining need ranging from $2,100 at public 2-year
institutions to $10,700 at private not-for-profit doctoral
and liberal arts colleges.

However, it is not clear what effect these high unmet need
levels have on students, particularly given that the report
covers only students who actually enrolled in higher
education. No information is available on the number of
prospective students who could not enroll due to remain-
ing need. The report also does not discuss unmet need’s
influence on students’ college choices. Other research
(Advisory Committee on Student Financial Assistance
2001) has suggested that unmet need limits low-income
students’ ability to choose public and private 4-year
colleges.

Another weakness in the NCES report is that, while it
provides some clues, it leaves largely unanswered a number
of questions regarding unmet need: If unmet need is so
large, how can low-income students afford to attend
college? Does unmet need occur because aid amounts are
too low, or because budgeted amounts for living and other
“indirect” education costs are too high? Can unmet need be
attributed to the financial aid system’s failure to estimate
accurately students’ and families’ ability to pay college
costs? This last question is especially important given a
number of changes that have been made in the methodol-
ogy used to determine the EFC. Under the Higher Educa-
tion Amendments of 1992, the aid formula was altered so
that parents were allowed to exclude home equity from the
EFC calculations. The law also lowered the proportion of
income and assets that parents were required to contribute
toward their children’s college expenses (Redd 1999). These
changes essentially lowered the EFC amounts for some
families at a time when college costs were rising, thus
increasing financial need. Therefore, rather than truly
indicating families’ inability to pay college costs, higher
unmet need amounts might result from the changes in the
aid formula. This issue is given relatively little attention in
the NCES report. Nonetheless, the report expands our
knowledge of this important subject and brings up an issue
that warrants further research.

After Financial Aid: Students’ Use of Other
Resources
Given the high levels of unmet need, what other resources
do students and families rely on to pay college costs? There
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are a number of possible strategies students can use to fill
their remaining need. How Families of Low- and Middle-
Income Undergraduates Pay for College provides valuable
new information on three of these methods: working while
enrolled, using credit cards, and relying on parents for
additional support.

Much prior research exists on students working. King
(2002), for example, has found that nearly all undergradu-
ates work at least part time while enrolled, and many work
20 hours per week or more. The NCES report takes this
research one step further by showing that working is not
influenced by income—that is, middle-income students
were just as likely as their lower-income classmates to work
similar hours and to have similar employment earnings,
even after adjusting for institution type. King (2002) has
also shown that working more than 20 hours per week
negatively affects students’ academic performance, and the
NCES report confirms this finding as well.

Most students at all income levels also had credit cards,
and while it is not clear whether the credit cards were used
to pay education expenses, the results indicate that credit
card debt has caused some financial stress for low- and
middle-income students. As might be expected, low-income
students were less likely than their middle-income peers to
receive help from parents with tuition and other expenses.
However, for students from both income groups, it appears
that employment and credit cards play a much larger role
in providing added support than additional parental
contributions.

Conclusion: A Broken Financial Aid System?
How Families of Low- and Middle-Income Undergraduates Pay
for College concludes by comparing students’ net price of
college (the amount families have to pay after financial aid
is deducted from total price of attendance) and the EFC.
For many students, there is a sizable gap between net price
and EFC. At private not-for-profit doctoral and liberal arts
colleges, for instance, the average net price for low-income
undergraduates was $9,100, compared with $14,600 for
middle-income undergraduates. The EFC—$1,400 for low-
income undergraduates and $8,600 for their middle-income
peers—fell far short of covering the net price. In fact, even
after including employment earnings as well as the EFC,
low-income students at these institutions still had an
average net price gap of $4,900, and middle-income
students had a gap of $3,300. How did these students
manage to cover these expenses? Unfortunately, while the

report mentions some possibilities (e.g., changes in living
arrangements, receiving funds from family members other
than parents), NPSAS:2000 does not provide enough
information to answer this question completely. Certainly,
this is an area that cries out for additional research.

The report implies, but does not ask directly, the following
questions: Is the financial aid system broken? If so, what is
the solution for fixing it? Clearly, it is a system that leaves
many students from low- and middle-income backgrounds
without enough funding to cover the full price of attending
college. The burden of covering the net price gap appears to
rest largely on the shoulders of students, who are compelled
to work or use credit cards. As a result, paying for college
appears to be increasingly a responsibility of students rather
than government or parents. How Families of Low- and
Middle-Income Undergraduates Pay for College takes us a
long way toward understanding these complex issues. It
also demonstrates that there are no easy solutions to these
problems.
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