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Ideal vs. Real Dependent Student Family
Contributions

By Thomas A. Flint

Thomas A. Flint, PhD, is the
Vice President for Financial
Services at Robert Morris Col-
lege in Chicago, Illinois.

Actual and Congressional Methodology (CM) family contributions were
obtained for a sample of first-time beginning college students. The
sample consists of 2,544 dependent students attending 396 institutions
nationwide, drawn from the National Postsecondary Student Aid Study
of 1990 (NPSAS:90). Results indicate that most parents contribute more
than the amounts expected by need analysis formulae, but many ineq-
uities are present. Judged by the averages, in many instances higher-
income parents actually contribute less than the CM expectation, while
often lower-income parents actually contribute more than the CM
expectation. These differences persist vegardless of college cost level,
even after capping CM contributions not to exceed actual costs. Results
also indicate that the range of difference in averaged amounis of
JSinancial aid awarded to bigh-versus low-income families is less than
the range of difference in averaged amounts of actual pavenial support
between high- and low-income parents. Policy alternatives to reduce
the inequities are discussed.

Act of 1965 and of the National Commission on Responsibilities

or Financing Postsecondary Education was to address the issue
of affordability. When the growth in the costs of higher education
outstrips families’ ability to pay those costs, the question becomes:
How will the costs be covered? At issue are the proper roles of parents,
students, state and federal governments, private and philanthropic orga-
nizations, and higher education institutions themselves. One outcome
of the policy debate and of Reauthorization is further modification
of historic need analysis formulae which form the starting point of
assessments of families’ ability to pay. Despite the changes to the
formulae, what has been retained is the historic principle that both
parents and their dependents enrolling in college share in the responsi-
bility of the related financial burdens.

Of concern to many is the perception that parents are contributing
far less towards higher education than those of only a few decades ago.
Kramer (1993) reviews the historical evidence, noting that in 1939-40
families paid about 63.7% of all monetary outlays for higher education,
though by 1988~89 that proportion had fallen to about 37%. Simultane-
ously, parents appear to be shifting financial burdens to the students.
A number of ways exist for students to cope with diminished parental
support: choosing or transferring to lower-priced institutions, reducing
living expenses, working or borrowing more, and increasing their reli-
ance upon student financial aid. When parents fail to meet their
expected contributions to college costs, then an inequitable financial
burden falls upon their children, student financial aid programs, or
both. On the other hand, parents who exceed their expected share

! major goal of the 1992 Reauthorization of the Higher Education
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“Most bigher-income
parents are doing no
mote in terms of extra
contributions for their
children than most
lowest income parents—
and sometimes they are
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relieve the financial pressures upon others, and some may do so readily,
especially if their child attends a prestigious college. Similarly, colleges
may induce greater family effort by leaving a 'gap’ of unmet need in
students’ financial plans.

Despite the fact that the federal government has assumed a major
role in the financing of higher education since passage of the Higher
Education Act of 1965, since that time there have been relatively few
empirical studies published on the relationships between federal (Title
IV) need analysis systems and actual family contributions. Most pub-
lished and unpublished work in this area is probably similar to Barks’
(1979) study, an analysis at a single institution. In some of the earliest
multi-institutional studies, Boyd and Fenske (1976) and Boyd, Fenske,
and Maxey (1978) found that parents generally contributed less than
expected, while another study in that period found that parents contrib-
uted as much or more than what was expected of them (Nelson, 1974).
All three studies, however, used samples which do not permit general-
ization to national samples or to families not filing for financial aid.
Jackson (1980) used the National Longitudinal Study to survey actual
parental contributions, but did not compare these payments to ability
to pay standards. Doran, Wagner and White (1985) report some results
from an unpublished College Board study (1988) which show that most
families pay in real dollars about what is expected, but they caution
that their sample somewhat under-represents lower-income and public-
sector enrollments. Their study further found that low-income parents
contributed significantly more than expected, while high-income fami-
lies contributed only slightly more, though there is also evidence that
institutional characteristics such as selectivity play a role in determining
whether families contribute more than their expected amounts.

The National Center for Education Statistics’ (NCES) first major
report (Choy and Henke, 1992) on the issue of actual versus expected
contributions made several substantial improvements over all other
studies previously done. First, a nationally representative data base was
used (described more below). Second, the survey was not limited to
students who had applied for financial aid, thus permitting an evalua-
tion of ability-to-pay models in relation to all postsecondary students.
This was possible because the survey items collected data enabling
NCES to estimate family contributions using the federal formula. How-
ever, in reporting the findings, NCES compared actual parental contribu-
tions to fotal family expected contribution rather than the expected
parent portion only. The report notes that this approach “does not
provide an indication of whether parents and students meet the
expected level together” (p.18), nor does it answer whether each met
their separate portions individually.

This study describes actual versus formula-derived parent and
student contributions at different college cost levels. The scope of this
study is limited to dependent filers only, focusing upon traditional full-
time college freshmen. While independent and part-time students now
comprise a very large segment of total higher education enroliment,
the issues surrounding need analysis for this group are sufficiently
lengthy and complex to warrant a separate study in themselves. In
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Method

addition to studying actual and formula-derived contributions, amounts
of financial aid awarded across college cost and family income levels
will be examined.

Sample

The sample for this study is obtained from the National Postsecondary
Student Aid Study of 1990 (NPSAS:90). NPSAS:90 is the second of a
series of federally funded studies of college-level students and parents,
the first having been done in 1987. Among its purposes is to provide
policy analysts and policymakers a descriptive source for answering
fundamental questions about the financing of postsecondary education,
especially student financial aid. Besides survey records obtained from
46,788 students at 1,130 institutions, NPSAS:90 surveyed 16,106 parents
of undergraduates who are considered by federal definition to be
dependent for financial aid purposes (National Center for Education
Statistics, 1992). From detail in these surveys, family contributions could
be computed, regardless of application filing status.

Table 1 describes the stages by which students for this study were
selected from the NPSAS:90 records. This study is limited to dependent
students, so students categorized by federal guidelines as self-support-
ing are excluded. Only first-time beginners in 198990 are studied here,
to simplify the analysis. Since parental financial involvement is a critical
issue here, only records with complete data, including student, parent,
and field surveys, are used. For reasons related to another research
project of the author’s currently underway, sample selection was further
limited to records where the student’s educational aspiration is speci-
fied, where an admission test score was available or imputed, and
where at least one parent had some postsecondary educational experi-
ence. The limitation of the sample to students who have at least one
postsecondary-educated parent should lead us to expect that the results
described here represent families who are more knowledgeable and
motivated towards college than those of college freshmen generally
(Billson and Terry, 1982; York-Anderson and Bowman, 1991). Thus,
while one may less readily generalize from this study to all families,
the results themselves should be less ambiguous since the parents
know personally what the college experience means.

TABIE 1 . :

Summary of Record Loss in Sample Selection ;
Total Undergraduate Records in NPSAS:90 46,788
Dependent students only ~21,170
First-Time Beginners only —18,720
Student, Parent, and Field Survey Record - 1,702
Parent(s) with some postsecondary education - 1,685
Expected Family Contribution (EFC3) available - 49
Attendance Status known - 98
Institution Identifiable (IPEDS coded) - 16
Student Educational Aspiration known - 62
Admission test score known or imputed - 742
Remaining records in sample 2,544
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Based on the selection criteria above, the number of NPSAS:90
records qualifying for inclusion in the sample totaled 2,544 students at
363 institutions. In table 2, major demographic characteristics in the
sample are compared to results reported in the 1989 Cooperative Institu-
tional Research Program (CIRP), a long-running annual survey of more
than 250,000 incoming freshman at more than 600 colleges and universi-
ties around the United States (Dey, Astin, and Korn, 1991). The sample
used here is very similar to the CIRP profile based on student gender,
race, age, marital status, highest degree aspiration, and distance
between the student’s permanent home and the school, The sample is
less similar to CIRP regarding parent variables. Compared to CIRP,
parents in this sample are more educated, more likely to be married,
and have higher-incomes.

Additionally, table 3 summarizes the institutional characteristics
defined by records sampled for this study. A few limitations of this
sample immediately become apparent in table 3. First, few students
enrolled for less than a two-year program are included. Also, the propri-
etary sector is virtually excluded by nature of the selection criteria.
Since many proprietary schools offer only certificate programs and
rarely require typical college admission test scores such as the ACT or
SAT (Apling, 1993), these two variables work jointly to exclude many
proprietary school records otherwise present in NPSAS:90. Thus, find-
ings in this study may be generalizable only to degree-seeking students.
Also, although about 80% of undergraduates enroll in the public sector,
in this sample the majority are enrolled in private institutions, which
may be a reflection of higher parental education levels compared to
freshmen generally. The preference for the private nonprofit sector in
this sample may also stem from its greater reliance on college admission
tests than, for example, public two-year or community colleges, which
are less likely to require such test scores for admission.

Variables
To begin, the sources of the CM need analysis results will be explained.
NPSAS:90 does not separately indicate the two portions comprising the
total expected family contribution (EFC), the portion from the student
and that from the parents. Furthermore, NPSAS:90 records contain three
separate total EFCs: EFCI is that obtained from the institutions, where
available; EFC2 is that derived by federal formula from the raw applica-
tion data which is abstracted in the survey; EFC3 is a composite based
on EFC1 and EFC2. EFC3 is taken from EFC1 if available, otherwise from
EFCZ2, and is further adjusted to incorporate the minimum contributions
from students ($700 dependent freshmen, $900 for other dependent
filers). EFC3 is the source of the total family contribution most com-
monly reported in NPSAS:90 analyses and is used for this study, since
it best represents the federal formula used nationwide in 1989-90 for
Title IV aid awards, which does include a minimum contribution from
dependent students.

Since the separate student and parent portions of EFC3 are not
found within NPSAS:90, the student contribution portion was calculated
using the raw student data within NPSAS:90 and the federal formula

VOL. 24, NO. 3, 1994




. Descnpuve Characteristics Gf the Sampie ami
Selected Compansons to CIRP Data for 1989 Freshmen
(Sample Cases 2,544)

Variable N=

% CIRP %
Males 1,247  49.0 46.2
Females 1,297  51.0 53.8
White, non-Hispanic 2,216 87.1° 84.3
Hispanic 78 3.1 2.7
Black, non-Hispanic 147 5.8 9.2
Asian/Pacific Islander 90 3.5 29
American Indian 13 0.5 0.9
Age 17 years 40 1.6 2.4
18 years 1,644  64.6 71.6
19 years . 664 261 211
20 years 102 4.0 21
21 years and older 94 3.7 2.8
Student is unmarried 2,534  99.6 98.0 (CIRP data
Student is married 10 0.4 2.0 year:1986)
Student’s highest educational aspiration:
Less than bachelor’s 86 3.4 6.5
Bachelor’s degree 754 29.6 32.3
Master’s degree 1,150 452 37.0
Ph.D./Professional degree 554  21.8 24.2
Miles between permanent home and college attended:
10 miles or less 364 144 17.2
11-50 miles 589 232 26.8
51-100 miles 362 14.2 159
101500 miles 841 331 29.7
Over 500 miles 388 153 10.4
Student’s enrollment status:
Full-Time 2,398 943 N/A
Less than Full-Time 107 4.2 N/A
Less than Half-Time 39 1.5 N/A
Parents: Married 2,146 84.4 723
Divorced, separated 319 126 22.6
Widowed, other 79 3.0 5.1
Income $ 0-$9,999 145 5.7 5.7
$10,000-$19,999 163 6.4 10.1
$20,000-$29,999 289 114 14.0
$30,000-$39,999 367 144 18.3
$40,000-$49,999 419 165 12.8
$50,000—-$59,999 339 133 11.8
$60,000~$99,999 599 235 18.0
$100,000 and up 223 8.8 9.3
Father's Education:
Less than H.S. Diploma 102 4.0 10.9
H.S. Diploma / GED 306 12.0 27.7
Trade School (< 4 year) 137 5.4 5.1
Some College (< 4 year) 534  21.0 14.6
Bachelor's degree 770 303 21.7
Graduate/Professional degree 695 273 20.0
Mother’s Education:
Less than H.S. Diploma 62 2.5 8.3
H.S. Diploma / GED 572 225 34.8
Trade School (< 4 year) 210 8.2 8.0
Some College (< 4 year) 667 263 16.7
Bachelor's degree 670 26.3 22.5
Graduate/Professional degree 363 14.2 9.7
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TABIE3
Selected Institutional Characteristics
Of Colleges Attended by the Sample’s Students

N = Percent
Institutional Control:
Public 1,123 44.1
Private 1,395 54.8
Proprietary 26 1.1
Institutional Level:
Less than 2 year 4 0.2
Two-three year 295 11.6
Four year, not Ph.D. 1,055 41.5
Four year, Ph.D. 1,190 46.8
Sector (type/control summary):
Less than 2 year Private 1 0.0
Less than 2 year Proprietary 3 0.1
Two-three year Public 129 5.1
Two-three year Private 152 6.0
Two-three year Proprietary 23 0.9
Four year Public 446 17.5
Four year Private 600 23.6
Four year, Ph.D. Public 548 21.5
Four year, Ph.D. Private 642 25.2
Cost Levels:
$ 1-$ 5,000 632 24.8
$ 5,000-$10,000 911 35.8
$10,000~$14,999 535 21.0
$15,000-$19,999 288 11.3
$20,000+ 178 7.1
Institutional Selectivity in Admission*:
Non-competitive 315 12.4
Minimally difficult 303 11.9
Moderately difficult 1,513 59.5
Very difficult 220 8.6
Most difficult 193 7.6

*Note: selectivity classifications are based upon institutions’ own assessments of difficult
in obtaining admission for most or all entering students, as reported in (Healy, Koether,
and Lefferts, 1990).

(U.S. Department of Education, 1989). The parental portion of EFC was
then obtained by subtracting the student portion from the total family
contribution. Since the survey questionnaires captured enough of the
data items essential to calculate an EFC, even families that did not
apply for financial aid could have an EFC computed in NPSAS:90. Field
workers and institutional personnel also transmitted financial aid file
data into NPSAS:90 records.

For amounts regarded as actually given or lent to the student by
the parents, responses were used from the parent survey question,
“How much did you or will you and your spouse contribute (and lend)
to help meet your child’s education-related expenses?” (NPSAS:90 fields
summed: AMTGIVE, AMTLOAN). For amounts regarded as the student’s
own contribution, the responses used were the students’ (and spouse’s)
own work earnings during 1989-90 (NPSAS fields summed: WKINC,
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Results

SPSINC). Only ten students in the sample were married, so spousal
earnings do not skew the overall findings. Finally, total financial aid
received and total costs were obtained from institutional records (NPSAS
fields used: TOTAID, TOTCOST).

Persons familiar with CM will immediately recognize some meth-
odological issues here. First, the student portion of the family contribu-
tion in the dependent model includes an assessment of assets, resulting
in an “income supplement,” which is a portion of the student’s net
worth flowing into the contribution. No NPSAS:90 survey item asked
students directly about any assets liquidated for college expenses during
1989-90, so the role of actual income supplements for the students in
this study cannot be known. In all probability, the income supplement
plays a minor role in the majority of cases. In this study about 68.5%
of the students had a CM income supplement of $0, 86% had a CM
income supplement of less than $200, and 90% had a CM income
supplement of less than $350. It has been observed that income supple-
ments have generally played a minor role in the assessment of ability
to pay, even for parents (Bletzinger, 1993).

A second issue involving the student portion of the family contribu-
tion in CM stems from the fact that the student contribution from income
is based on an assessment of prior calendar year (‘base-year”) income,
not the earnings which students may have during postsecondary enroll-
ment. However, the use of base-year income in need analysis is histori-
cally grounded in its proven superiority in terms of accuracy and verifi-
ability. As a practical matter, the best predictor of this year’s income
(hence current ability-to-pay) happens to be last year’s earnings. When
families can document otherwise to the satisfaction of the financial aid
administrator, then the aid administrator can substitute an estimation
of current-year income (College Entrance Examination Board, 1983).
Nonetheless, the use of base-year income is primarily to improve the
estimation of current earnings, which is the real source of contributions
from income. Logically, contributions from past income should be
expected to enter the formula through the income supplement as sav-
ings. This logic is equally applicable to the parents’ income, for that
matter. '

Table 4 reports the findings by cost and family income levels. College
cost groups are in $5,000 increments up to the $20,000-and-up level.
Each row within each cost level represents increments of $10,000 in
family income (based on the NPSAS:90 field FAMINC), up to the
$100,000-and-up level. Table 4 reports averaged parent and student
contributions, averaged total financial aid, number of aided students,
and number of students for each row. Readers may wish to inspect
table 4 in connection with the observations which follow.

Actual Parental Contributions

With only a few exceptions, the averaged actual parental contributions
in column (a) rise with each succeeding step in parental income levels
across all the college cost levels. At the lowest cost level (less than
$5,000), parents of the lowest income contributed an average $1,816
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while at the highest income level (over $100,000) they contributed
$5,761, approximately three times as much. At the highest cost level
(more than $20,000), such comparisons are difficult to make because
of the very small cell sizes at the lowest income levels. In this study,
only nine students from families with incomes less than $20,000 had
college costs exceeding $20,000. However, with respect to the highest
income families (over $100,000), one observes twice as many students
attending the highest cost colleges as the lowest cost colleges, and
their parents’ averaged actual contributions for the highest cost colleges
are three times greater than at the lowest cost colleges ($18,706 vs.
$5,761).

Readers should be aware that some families reported actual contri-
butions in excess of total costs reported in NPSAS:90. This anomaly is
especially pronounced for middle- and high-income families at low-
cost colleges. The reasons are unknown but no doubt many in number,
including the funding of ‘off-budget’ expenses coincidental to enroll-
ment but not actually education-related. No adjustments were made
here in reporting these cases.

CM Expected Parental Contributions

Comparing actual to formula-derived parental contributions, it is evi-
dent in column (b) that the range of averaged need-analytic parental
contributions across income levels is much broader than the actual
contributions that these families make, regardless of college cost levels.
At the lowest cost level (less than $5,000), the highest income group
(over $100,000) has an average CM contribution about 28 times that
of the lowest income group (under $10,000). At the highest cost level
(over $20,000), the averaged CM parental contributions are even farther
apart across income levels.

One may also observe within this sample that for unknown rea-
sons, averaged formula-derived parental contributions do not inevitably
rise at each step upward in income levels within cost levels. In the
middle cost level (§10,000-$14,999), averaged contributions declined
from the preceding levels for both the $20,000-$29,999 group and the
$40,000-$49,999 group. In the highest cost level ($20,000 and up),
averaged CM parental contributions declined when moving from the
$70,000-$79,999 group to the $80,000-$99,999 group (table 4). Since
this study is descriptive only, the exact causes for these declines are
unknown. Other than these few instances, the overall results are very
much in keeping with the principle of *vertical equity’ in need analysis,
which calls for higher expected contributions from families of progres-
sively higher-incomes.

Difference between Actual and Expected Parental Contributions

The calculation of averaged differences between actual and expected
parental contributions in the third column of table 4 is done at the
individual student level, not upon the averages reported in the table
(this is also true of the averaged student contributions reported in table
4). While the overall mean in actual parental contributions for this
sample is $6,086, the overall mean in CM formula-derived parental
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contributions is $11,246. In other words, the need analysis formulae
expected approximately twice as much parental contribution as these
families actually made. This fact may account for the overall mean of
—$5,160 in the averaged differences. In general, parents of students
in this sample paid in real dollars less than what CM expected. While
this is true at all college cost levels, it is not true at all income levels.
Regardless of college cost level, the lowest income parents actually
contributed more than need-analysis formula expectations, while the
highest income families actually contributed less than expected. The
latter phenomenon is due in part to the fact that while CM formula
contributions may exceed real costs, at some point there is nothing
more towards which to actually contribute. Costs do not rise to meet
CM expectations. The theoretic CM contributions stand independent
of real costs and are not arbitrarily capped at any cost level, real or imag-
ined.

One additional point should be made about the negative numbers
in overall means. Mathematically, many lower-income parents cannot
have a shortfall in meeting expected CM by their actual contributions,
because CM does not allow a negative EFC, though some have advo-
cated just such an approach (Mortenson, 1992). Thus, $0 actual contri-
bution minus $0 CM contribution equals $0 difference, and never any-
thing less. Only the parents with a non-zero CM contribution can have
negative results here. Due to the absence of a cap on the CM at actual
costs, differences in contributions appearing as shortfalls at the higher-
income levels may be only artifacts. For this reason, CM results are
capped at costs in column (c) of table 4 before comparison to actual
contributions, as explained in the next section.

Difference between Actual and Capped CM Parental Contribution
When CM parental contributions are capped at the students’ total costs
and then compared to actual parental contributions in the fifth column
of table 4, a different picture emerges. In all cost levels except one
($5,000-$9,999), parents of students in this sample generally are meet-
ing or exceeding their capped CM expectations by their actual contribu-
tions. For the four cost levels which do show actual parental contribu-
tions exceeding the capped CM figures, the differences in contributions
rise at each increasing cost category except the last ($20,000 and up),
at which the averaged difference falls to about half that at the next
lower cost level of $15,000-$19,999 ($651 vs. $1,118). This effect is
apparently due to the preponderance of very high-income families
($100,000 and up) comprising 25% of all cases in this cost level, whose
averaged difference in contributions is ~ $3,437, a shortfall larger than
any other in that column,

Although parents are generally contributing beyond their expected
contributions (capped at costs), the burden of extra contributions across
income levels varies greatly and inequitably at all cost levels. Though
the overall difference in actual versus expected parental contributions
for the $20,000-and-up cost level is $651, variations by income level
are striking. The two cases at the lowest income level (below $10,000)
averaged $321 more in real contributed dollars than expected by CM,
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yet the parents at incomes $50,000 to $70,000 averaged only about
twice that much (approximately $650). As a proportion of income, the
extra contributions made by the low-income parents are much greater
than their wealthier counterparts. Even more dramatic are the sizes of
extra contributions made by parents in the $10,000 to $40,000 income
level in the $20,000-and-up cost level, which are enormously greater
than those of parents of $40,000 to $80,000 incomes, in terms both
absolute and in proportion to income. In the cost level of
$15,000-$19,999, again one sees a clustering of higher averaged extra
contributions being made in the $30,000 to $60,000 income ranges,
disproportionately large when compared to what is observed in the
$60,000 to $99,999 ranges.

The differences between income levels in extra parental contribu-
tions are not limited to the costliest colleges. Inspection of all cost
levels shows that on average, most higher-income parents are doing
no more in terms of extra contributions for their children than most
lowest income parents—and sometimes they are doing less. For exam-
ple, in the lowest cost level, the averaged extra contributions made by
parents in the two lowest income levels (below $20,000) are not sur-
passed until one reaches the $100,000-and-up income level. In the
$5,000~$9,999 cost level, parents in the $80,000-and-up income levels
have averaged extra contributions within $200 of the very lowest
income level (less than $10,000). In the third cost level
($10,000~$14,999), parents in the three lowest income levels (below
$30,000) have averaged extra contributions which exceed all the aver-
ages above the $30,000 level, including the $100,000-and-up income
level. In the fourth cost range ($15,000-$19,999), one observes that
parents in two income brackets, $0-$9,999 and $10,000-$19,999, are
averaging hundreds of dollars in extra contributions, while families at
two high-income levels, $70,000-$79,999 and $80,000~$99,999, show
averaged shortfalls in actual parental contributions below the expected
CM levels.

Actual Student Work Earnings

In contrast to actual and expected parental contributions, in column
(d) of table 4 one finds considerable homogeneity in actual student
work earnings across all cost levels and across income levels with
cost groups. One does note, however, that at the higher cost levels,
$15,000-$19,999 and $20,000 and up, that the subgroup means, $2,265
and $2,011, respectively, are below the overall sample mean of $2,502.
Paradoxically, for the four top income levels (starting at $50,000 and
up), most of the lowest averaged student work earnings are found
among those attending the most costly colleges ($20,000 and up), as
can be seen by comparing means of identical income levels across cost
levels. This student behavior stands in contrast to the increasing sizes
of actual parental contribution means across costs levels. Again, since
this is a descriptive study, no causality can be inferred here. One may
speculate that a variety of reasons may account for lower student
earnings at costlier colleges, including greater student borrowing in
lieu of work, fewer or more transitory job opportunities, or greater
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parental financial effort for more prestigious college destinations cho-
sen by these students.

CM Expected Student Contributions

As with the actual student work earnings just discussed, the case of
need-analytic contributions of dependent students shows no clear pro-
gression of differences across income levels within cost groups in col-
umn (e), table 4. However, in contrast to actual student work earnings
in the two highest cost groups, which are observed to be below the
overall mean for the sample, the averaged expected contributions for
the two highest cost groups ($1,657 and $1,472) are above the overall
mean for the sample ($1,208). Additionally, one may observe that in
all cost groups, the averaged expected student contribution for students
in the highest income level ($100,000 and up) is the lowest, or among
the Jowest, compared to any other income bracket. The reasons that
dependents of highest income families show the smallest expected
contributions are not clear; perhaps these students are least likely to
have prior work earnings and most likely to have parents who find
ways to ’shelter’ the students’ assets away from the need analysis system.

Difference between Actual and Expected Student Contributions

The first phenomenon to observe here contrasts sharply with the parent
data: very few students contribute less than their expected contribu-
tions. Few shortfalls are present in the averages. The next observation
stems from two results already mentioned. First, limiting our observa-
tion to the two highest cost groups ($15,000-$19,999 and $20,000
and up), lower-than-overall actual work earnings in conjunction with
higher-than-overall CM expected contributions result in much lower-
than-overall remainders when the differences between the two are
calculated. As a result, students in the two highest cost groups show
less than half the difference calculated for students in the three lowest
cost groups. In other words, students in the lowest cost groups (below
$15,000) report more than twice the amount of work earnings beyond
their expected contributions than do students above that cost level.
Within each cost range, though, there is no obvious pattern across
income levels to account for this difference between actual earnings
and formula-derived expectations.

Amounts of Student Financial Aid

Not surprisingly, the subgroup means for cost levels show that the
average amount of financial aid to students is higher at each succeeding
college cost level in column (f), table 4. Furthermore, within each
cost level, one may observe a general but not perfect progression of
decreasing averaged financial aid amounts as income levels rise. Such
a result is in keeping with the notion that most financial aid is need-
based, so that as costs rise and/or family income declines, the amounts
awarded in financial aid should increase. While the averaged amount
of financial aid awarded in each cost group appears to be largest for
the lowest income levels (below $10,000), the higher-income brackets
do not lose much relative distance in averaged awards. Excluding the
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two highest income levels ($80,000 and up) whose averaged awards
are generally quite small across all cost levels (less than $1,000), families
of incomes up to $80,000 appear to be benefitting from awards averag-
ing up to 25% of the averaged amounts given to families in the very
lowest income level (below $10,000). Disparities in amounts of aid
awarded reflected by these averages appear to be much smaller than
the disparities in the underlying family incomes.

The relative distances between highest and lowest income groups
across variables are noteworthy. Consider first the relative distances of
income groups within the middle cost group ($10,000-$14,999) where
35% of this sample is located. While the amount of averaged actual
parental contribution of the highest income group is about 4.5 times
that of the lowest income group ($12,475 vs. $2,674), the averaged
amount of financial aid for the low-income group is more than 13 times
that given the highest income group (§7,349 vs. $553). However, this
case is an extreme. Comparing the lowest income group to the
$70,000-$79,999 group, the higher-income group averages four times
as much actual parental contribution (10,555 vs. $2,674), and the low-
income group averages about four times as much awarded aid by
comparison ($7,349 vs. $1,791). A regressive relationship between the
ratios of aid awarded and actual parental contributions begins to appear
in the next income level down ($60,000-$69,999), such that the lowest
income group (below $10,000) within this cost bracket benefits from
about three times as much financial aid while parents at that low-
income level contribute nearly four times as much by comparison to
their peers at $60,000—$69,999 income. In other words, the amount of
financial aid for the low-income families does not increase as rapidly
as do the extra parental contributions apparently needed to support the
students’ costs. Similar effects may be observed elsewhere in the tables.

Since Congressional Methodology is no longer used to award need-
based student financial aid, an immediate question may arise about
changes to expected family contributions under its successor, Federal
Methodology (FM). At this writing, midway through FM’s first year
199394, no complete answers exist. The details of the formula changes
from CM to FM are considerable and beyond the scope of this article.
However, estimates of differences based on analyses of FM compared
to CM have been done both by ACT and the College Board (American
College Testing, 1992a, 1992b; Heffron, 1992a, 1992b; College Entrance
Examination Board, 1992). Table 5 summarizes some data published
by the College Board (1992) shortly after FM came into law following
Reauthorization in 1992. Assuming actual parent and student contribu-
tions are held constant, the dramatic shifts downward in levels of
formula expectations will mathematically eliminate many cases of con-
tribution shortfalls and will dramatically increase levels of extra contri-
butions. Unfortunately, such improvements would only be on paper,
because no new real dollars would flow into higher education.

The presentation of cost levels in the tables is sector-neutral. The
reality is that there are few community colleges whose annual costs
exceed $20,000 or private colleges whose annual costs are $5,000 or
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TABLE 5
Estimated Changes in Parent and Student Contributions
From Congressional Methodology (CM) to Federal
Methodology (FM) Published by the College Board (1992)
(Reprmted with Permission)

9293 FILERS (5,000 CASES) 91-92 FILERS (4,797 CASES)

Parents’ Adjusted Parent Student Parent Student
Gross Income M M M M M  FM CM FM
Overall Sample  $ 4,265 § 3,778 $2,077 $ 721 § 4,082 § 3,632 $2,051 § 512
$ 0 148 258 1916 280 101 2 1,616 45
$ 1-$10,000 313 282 1,952 416 202 122 1,761 164
$10,001-$20,000 403 316 1,975 638 540 322 2,034 471
$20,001-$30,000 1,164 1,013 1,955 609 1476 1213 2174 630
$30,001-$40,000 2,794 2422 2032 728 2843 2424 2051 483
$40,001-$50,000 4286 3843 2,102 746 4962 4312 2,031 496
$50,001-$60,000 6,600 6,004 2129 832 6,963 6394 2,053 546
$60,001~$70,000 8929 8043 2127 8§77 10,110 8892 2,234 683
$70,001-$80,000 11,472 10,494 2302 1,050 11,797 10,860 2,301 861
$80,001 and up 18,946 17,103 2,692 1,450 15296 14,573 2,312 928

less. Statistical tests were performed comparing those parents who
met or exceeded the capped CM contribution with those parents who
contributed less than the capped CM expectation across the sectors
described in table 3. Students in this sample having parents who contrib-
ute less than the capped CM contribution are enrolled in public sector
institutions in disproportionate numbers (Chi square = 80.91, 8 d.f,
p < .000D). The residuals suggest that the effect is largest in two-year
public institutions, followed by four-year Ph.D. and non-Ph.D. public
institutions, in that order. Private institutions (excluding proprietary)
had disproportionate numbers of students whose parents contributed
more than the capped CM expectation. While the reasons that students
choose public sector institutions are many and complex, one large
financial benefit from choosing the public sector which many families
apparently enjoy is the much greater likelihood that their parents may
contribute less than the formula-derived contribution amount used in
. Title IV need analysis.

Policy Implications
The major finding on parental contributions bears repeating: While on
average a majority of parents in this sample are meeting or exceeding
their expected contributions (capped at cost), very large inequities
between income levels show up in those averages within every cost
level. The same cannot be said of their children’s contributions, regard-
less of cost levels or income levels. While nearly all students are exceed-
.ing their expected contributions, many of their parents are falling short.
Since the sample contains families having at least one college-educated
parent, it cannot be lack of firsthand knowledge of higher education
experience which causes the parents to pay less than expected.
Parental contribution shortfalls present many policy problems.
First, their shortfalls reduce the total amount of money available to
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finance higher education. Money not paid by the parents must be made
up either by their children, creating potential problems of intergenera-
tional equity (McPherson and Skinner, 1986), or by transfers between
students in the form of institutional aid awards, or by taxpayers through
federal and state financial aid programs. Additionally, public trust in
the legitimacy of need-based student aid could collapse rapidly at some
point at which too many parents successfully evade what they should
be paying. No one knows what model of financing would replace
today’s system if it were publicly discredited.

The foremost policy question one might ask is, What should be
done about the kinds of inequities reported above? First, one must
recognize that notbing might be done, so that current inequities (per-
haps no worse than at present) persist into the future. However, if
change occurs to resolve the disparities, one or more of the following
directions must be taken. Some of these alternatives have already
received book-length treatment. In brief, they are:

Change the need analysis formula (again). Clearly, one way to obliter-
ate differences is simply to make the formula descriptive rather than
prescriptive. Needless to say, this approach surrenders the idea of goal-
setting in policy, and with it, any hope of rational answers to questions
about who should pay the costs of higher education, and why they
should pay. Moreover, the dynamics of conflict situations suggest that
instability in the formula can trigger its collapse and abandonment as
all parties with vested interests in financing higher education turn to
some other standard around which to negotiate (Schelling, 1960).

Change parental bebavior. This alternative calls upon parents directly
to pay their expected amounts. If the need analysis system is both
rational and fair, then the object of the game is to win converts. For
some parents, convincing them to support need analysis is similar to
supporting the institution of free speech: one’s belief in the system has
to transcend results that are personally distasteful. Clearly, the task is
easiest when parents have enough time to prepare accordingly. On
the other hand, parents unwilling to shoulder the financial responsibilit-
ies for their children’s welfare will never be convinced.

In recent years two kinds of policy thrusts have been directed
towards college financial planning behavior. First, financial aid aware-
ness and early awareness initiatives have sought to better inform fami-
lies with college-bound children. More specifically, the 1992 Reauthori-
zation requires the Secretary of Education to create PC-based software
enabling families to learn about college options and to estimate family
financial aid eligibility. Parents show strong interest in such information
(Brouder, 1987). By providing early means of estimating ability to pay,
families at least have awareness of financial responsibilities they are
expected to meet while there is still sufficient time to prepare,

The second policy thrust concerns college savings plans. By 1989,
18 states had started incentive programs for college savings plans (Han-
sen, 1989). Currently some considerable effort is underway to discover
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correlates of parental saving (Hossler and Vesper, 1993). The question
in savings incentives is how to encourage saving without fostering the
perception among savers that they will be "punished’ later by the need
analysis formula (Case and McPherson, 1986). Although it is not clear
why more parents do not save for their children’s college, inadequacies
in parental college savings have been documented in surveys going
back decades (Roper, 1961). Some evidence suggests a potential dual
payoff from college savings plans to access and choice in higher educa-
tion (Flint, 1993). ‘

An insight which seems to have eluded policymakers concerns
the possible linkages between early awareness programs and college
savings by parents. While early awareness of financial aid award pro-
grams serves to promote access and choice (especially among those
whose predisposition to attend college is wavering), the early aware-
ness of financial aid need analysis (both costs and ability-to-pay deter-
minations) would seem to be the critical element to stimulate savings
and eventual parental financial support among those having the ability
to save. In fact, an overemphasis on award availability may serve to
discourage saving (Hossler and Vesper, 1993).

Increase or redivect student aid funding towards low-income families.
This alternative compels parents to pay their expected contributions
by shifting awards towards those families least able to pay. Presumably,
parents with middle to high-incomes would contribute what they are
capable (by need analysis standards) rather than withdrawing their
support to their dependents in the higher education system. Low-
income families are underrepresented in higher education, the loss of
low-income student enrollments in the early 1980’s is in evidence (Davis
and Johns, 1989), and higher education remains very economically
stratified (Mortenson, 1993). Some analysts contend that virtually every
major development in need analysis and appropriations since the pas-
sage of the Middle Income Student Assistance Act in 1978 has benefited
students from high- and middle-income families at the expense of low-
income students (Mortenson, 1990). While a broad base of support
across. socioeconomic levels may be a necessity to keep student aid
politically viable, public sentiment favors only the ‘truly needy’ receiv-
ing funding. Public confidence in the integrity of aid programs wanes in
the face of apocryphal stories of student aid recipients driving Mercedes.
Perhaps the time for readjustment is close at hand when a national
newsmagazine reports the president of a selective private university
conceding, “we have more kids on financial aid from families earning
more than $75,000 than from families earning less than $15,000”
(Ostling, 1992, p. 61). :

Raise public-sector tuitions. Another way to try to induce parents to
contribute what they are capable of paying is to remove low-cost
alternatives which permit them to pay less. In this sample, students
whose parents reported paying less than their expected contributions
are disproportionately enrolled in public sector institutions. Raising
public-sector tuitions is a- strategy rife with controversy. It is by no
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means clear that this strategy would result in larger actual contributions
by parents, who might find new ways to shift their expected burden
onto their children or others. Many parents may be unwilling to enroll
their children in higher education at all when there is no low-cost
alternative, regardless of financial aid availability. Despite its risks, this
strategy is one with proponents even within the public sector itself
(Wallace, 1992, 1993).

The equity issue is whether non-users and low-income participants
of higher education should subsidize high-income public sector enroll-
ees by permitting them costs well below their ability to pay (Fischer,
1990; McPherson and Shapiro, 1991). Several concerns with this
approach focus upon access: whether financial aid awareness among
low-income families is sufficiently strong to override concerns of afford-
ability; whether federal and state governments will appropriate the
funds necessary to assure access to low-income families; whether other
segments of enrollees (self-supporting students and part-timers) will
be harmed (Lopez, 1993). Notwithstanding these issues, the strategy
is, logically, one way to get those with ability-to-pay to contribute more.

Exercise professional judgment’ in need analysis by the financial aid
administrator. While all the aforementioned options presume some
degree of consensus-building enabling political action, this option does
not. On the other hand, this option presents formidable personal and
professional challenges to the financial aid administrator (Martin, 1988).
Using professional judgment, the financial aid administrator may raise
or lower the expected family contribution where exceptional circum-
stances indicate that true ability to pay is not reflected in the standard
expectation. Raising expected parent contributions reduces financial
aid eligibility and awards, perhaps inducing larger actual parent contri-
butions. However, using this strategy, not only does the aid administra-
tor then abandon the refuge to be found in the certitude of law, but
also she confronts the prospect of saying “No” to awards for some
students her employing institution might dearly wish to enroll. As some
evidence suggests, it’s not the poor who think that they are paying too
much. In one study of parental contribution preferences (as opposed
to formula-driven or actual contributions), parents with incomes over
$35,000 expressed the desire for the largest reductions from their actual
contributions, in both relative and absolute terms, compared to families
below $35,000 (Minnesota Private College Research Foundation, 1992).
In the face of intense competition for student enrollments, it takes
courage and conviction to tell a family of financial means unsatisfied
by its student award letter that the mission of the financial aid office is
to address unmet needs, not unmet wants. Thus, professional judgment
presents itself to the aid administrator as a two-edged sword capable
of wounding the very families it should be intended to help. Here then
is the last temptation of the financial aid administrator: to play Robin-
Hood-in-reverse, using professional judgment to take from low-income
families, whose willingness to pay exceeds their ability, to subsidize
awards for those high-income families whose ability to pay exceeds
their willingness.
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