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CHARLOTTE V. CHURAMAN

Financing of College Education by
Minority and White Families

Characteristics of students, their families, and their college enroll-
ment were compared for Native Americans, Asians, blacks, His-
panics, and whites, using data from the 1987 National Postsecondary
Student Aid Study. Analysis of the factors explaining the differences
in parental contributions accounted for 21 percent of the variance and
showed minority or white status to be a significant predictor after con-
trolling for differences in schools, family types, financial aid, and stu-
dent contribution to their expenses.

‘‘Higher education can be seen as investment as well as a simple
consumer good’’ (Olson 1982, 2). Financing a college education
requires strong consumer skills such as ability to calculate costs,
knowledge of necessary budget for the coming years, and ability to
obtain information about specific programs. Unique characteristics
of the purchase of higher education are that the consumer often
makes the decision without the knowledge of price (Willett 1976,
quoted in Olson 1982) and that most people spend a substantial frac-
tion of their lives paying for somebody’s college education—whether
their own, their children’s, or (as taxpayers) the public at large
(McPherson and Skinner 1986). There are many patterns of decision-
making besides student as decisionmaker and family as resource pro-
vider (Olson 1982).

Increases in tuition costs have outpaced inflation for ten years
(Evangelauf 1990). Because families have borne the brunt of these
increases, the wide income and wealth disparities between white
families and black and Hispanic families have placed an undue
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burden on many of these minority families. Education has boosted
the wealth of blacks but their enrollment in college has stagnated
(Updegrave 1989).

““Perhaps the most pervasive problem of the American education
system remains the insufficient educational preparation of minority
students, especially those who are economically deprived’’ (Black
1989, 3). Some minority youth have chosen not to enroll in higher
education at all; others have chosen lower quality institutions. A high
percentage of federal student aid has been used to support students at
proprietary schools (Lee 1985). Students attending these schools were
more likely to receive financial aid than were students at colleges
(Korb et al. 1988), but these same schools have accounted for most of
the defaults in student loans (U.S. General Accounting Office 1988)
because many of those graduating have not been able to secure jobs.
While highly selective institutions have been enrolling a larger pro-
portion of high income students or have sought out minority ‘‘super-
stars,”’ a higher proportion of low income or minority students have
been attending community colleges. Black, Hispanic, and Native
American students have been less likely than white or Asian students
to transfer in order to complete a full college degree (Rotberg 1990).

PURPOSE

The purpose of this research was, first, to describe the family and
financial characteristics of college students on the basis of minority/
white status and then to examine factors affecting parental financial
support. The dependent variable was the dollar amount of financial
support provided by parents. The independent variables were race,
parents’ net worth, parents’ income, control of school, type of
school, students’ residence during the school year, parents’ saving
behavior, whether the family was single-parent or two-parent, age of
student, whether the student was married or single, whether the stu-
dent received $500 or more in financial aid, and whether students
contributed $500 or more to their own expenses. (See Appendix for
operational definitions.) Parents’ contribution was expected to be
positively related to parents’ net worth and income and negatively
related to age of student.
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BACKGROUND
Demographics by Racial Groups

This section deals primarily with the relative growth of minority
groups, their financial status, and the college enrollment statistics as
reported in government documents. The Census Bureau has reported
that the Hispanic population has grown five times faster than the rest
of the United States and was also much more likely to live in poverty,
to be employed in low wage occupations, and to lag behind educa-
tionally (U.S. Department of Commerce 1990). They were more like-
ly than non-Hispanics to be made up of families, but those families
were less likely to own their homes or have telephones. Using 1988
income, nearly 24 percent of Hispanic families were below the pov-
erty line. Sixty percent of young Hispanic adults said they had com-
pleted high school, compared to 89 percent of non-Hispanics.

Early reports of the 1988 Census (Rich 1991) revealed that white
households had ten times the median net wealth of black households
and eight times that of Hispanic households ($43,280, $4,170, and
$5,520, respectively). Wilkerson (1990) suggested that one implica-
tion of the difference in wealth was that black middle class families
started from scratch and often faced children’s college expenses as
well as being called upon to help other family members. There was
also an income gap, but this was not as extreme as the wealth gap. An
average of three-quarters of family wealth was home equity. The
median monthly income of white households of $2,064 contrasted
with that of blacks ($1,305) and Hispanics ($1,582). Differences by
race in parents’ contribution to college education were reported to be
a function of income (Olson 1982).

The Center for Education Statistics, in releasing highlights from a
decade summary of college enrollment, found 1986 to be a record
year (U.S. Department of Education 1988a). Twelve and one-half
million students were enrolled in colleges and universities across the
United States. Minority student enrollment was at an all time high.
Black enrollment had not decreased since 1984. Hispanic enroliment
had risen steadily since 1976 and Asian and Pacific Islander enroll-
ment had more than doubled since 1976. White male enrollment had
declined, continuing a trend that began in 1982, and black male
enrollment had declined about seven percent since 1976. These
decreases were offset by the dramatic rise in enrollment of Hispanic
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and Asian males. Enrollment of Native Americans was relatively
stable.

Enrollment of women, regardless of race/ethnicity, had continued
to increase with women accounting for 53 percent of total enroll-
ment. About one-third of the nation’s 18-24 year old high school
graduates were enrolled in college in 1986. Two-year institutions
accounted for 37 percent of total enrollment and 47 percent of
minority enrollment.

Family Financing of Education

Studies conducted in 1985 by the American Council on Education
concluded that middle income families relied on their own resources
to pay for college, whether through savings, work, or later repay-
ment of loans (Miller and Hexter 1985a). While federal student aid
provided a foundation of support for low income families, other fed-
eral aid programs filled in the gap for only half of low income stu-
dents attending private colleges. Seventeen percent of families with
incomes under $10,000 had not been able to save at all. Families with
incomes less than $20,000 ranked saving for college well below the
need to save for emergencies and better housing. Even with funds
from several sources, the amount of money available still fell short of
meeting college costs; low income families had to come up with at
least half of the cost of college. It was concluded that low income
families needed additional help in paying for college. The family’s
ability to marshall the resources necessary to pay for college was
perhaps the most important factor determining whether or not a stu-
dent attended college (Miller and Hexter 1985b).

The federal financial aid program presumes that students and
parents together act as ‘‘joint consumers’’ (Olson 1982) but some
parents can be of little help to their children. Detailed financial state-
ments are required from both students and parents in the case of
dependent students. Olson found that parents’ level of knowledge
about financial aid was associated with parents’ education, having
another child in college, language generally spoken in the home, and
marginally with parents’ income.

The financial aid program, which includes grants, loans, and
work-study, has changed radically since 1980 (Andrew and Russo
1989). The trend has been to make more aid in the form of loans.
Loans, when translated into constant dollars, make up a greater per-

Copyright © 2001. All Rights Reserved.



328 : THE JOURNAL OF CONSUMER AFFAIRS

centage of the total cost of education and grants a lesser percentage
than in 1980. Debt burdens had the greatest impact on those with
lowest expected earnings and wealth. This means that debt burdens
have had a greater impact on minorities because of the continued dis-
crepancies between minorities and whites in expected earnings. These
trends which affect educational choices for low and middle income
students have had unintended consequences for groups whose real
after-tax income declined or failed to keep pace with gains posted by
those in higher income groups (Mohrman 1987). Financial pressures
can affect the educational experience by forcing students to work
more hours, shun courses with extra charges, forego extracurricular
activities, or even turn to courses of study simply to ensure high pay-
ing jobs upon graduation.

A study of four-year colleges conducted by the National Associa-
tion of Independent Colleges and Universities revealed that only 15
percent of all students entering college graduated in four years
(Wilson 1990). The proportion for blacks, however, was 24 percent
and for Hispanics 20 percent. Among the contributing factors were
high dropout rates after the first year and the fact that many students
were working to pay bills. Fewer than half of the students had gradu-
ated after six years. Students at private colleges were more likely to
graduate than those at public colleges (55 percent versus 43 percent).

METHOD

The study utilized secondary data from the National Postsecon-
dary Student Aid Study conducted by the U.S. Department of Edu-
cation (1988b, 1989). The sample included both aided and unaided
students and consisted of survey data from students, college record
offices, and parents of a subsample of the students. An SPSSX sub-
file was created to include only those under 25 years of age for whom
both student and parent data were available. The sample was limited
to students enrolled for six or more credit hours during the fall of
1986 at public or private colleges and community colleges. This
resulted in a sample of 7,259. The characteristics of the students and
their families were first described on the basis of racial identity.
Nominal variables were analyzed by frequencies and percentages and
chi-squared tests calculated. The percentages of respondents of each
racial group who reported positive amounts for the major financial
variables were calculated and the mean amounts examined by analy-
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sis of variance. Multivariate analysis using the MANOVA program
(SPSS 1988) was chosen for examination of the extent to which the
proposed model explained the amounts of parental contributions to
their children’s college expenses by minority and white families and
particularly the extent to which race contributed to the explanation.

FINDINGS

This section describes characteristics of students on the basis of
their racial/ethnic identity, followed by separate descriptions of
parent and student financial status and contributions to college
expenditures. Then the costs and contributions at public and private
schools are shown by racial groups. Finally, the test of the model of
factors contributing to an explanation of the amount of parental con-
tribution is reported.

Characteristics of Students and Their Families

The average age of students was slightly over 20 years and average
age of the responding parent was slightly over 50 years. Table 1
shows highly significant differences among the student and family
characteristics of college students of different races. While 61 percent
of the black students and 56 percent of the Hispanic students were
female, other racial groups were more evenly divided on the basis of
sex (p < .0001). Though the number of married students was rela-
tively small, white students had the highest (six percent) and Asians
and blacks the lowest (both two percent) (p < .001). Asians included
the highest percentage of foreign students (22 percent) followed by
Hispanics (nine percent) (p < .0001). Aspiration for graduate work
was highest among blacks and Asians (58 percent) followed by whites
(51 percent), Hispanics (48 percent), and Native Americans (27 per-
cent) (p < .0001).

The percentage of students from single-parent families differed by
race (p < .0001), being highest for blacks (44 percent) and lowest for
whites (11 percent). The education level was higher for white and
Asian parents (p < .001). Over 45 percent of Native American and
black students came from families in which neither parent finished
college, while the percentages of students having both parents who
had finished college were 45 for white students and 46 percent for
Asian students. Parents or step-parents responded for over 95 per-
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cent of families in all racial groups, but five percent of the Native
Americans and four percent of the blacks were guardians or grand-
parents (p < .0001).

There was no significant racial difference in the selection of public
versus private schools; over 60 percent of each group attended public
schools. However, a different pattern was seen in the selection of
two-year, four-year, and four-year-plus schools (p < .001). A sig-
nificantly larger percentage of Native American (32 percent) and His-
panic (22 percent) students enrolled in two-year schools. Slightly
under 20 percent of black students were enrolled in two-year schools;
the remainder equally distributed between four-year and four-year-
plus schools. The majority of Asian students (56 percent) were en-
rolled in four-year-plus schools compared to 47 percent of white.

There were different residence patterns based on race (p < .0001).
Residence in school-owned housing was 45 percent for blacks, 42 per-
cent for whites, 35 percent for Asians, 24 percent for both Hispanics
and Native Americans. Hispanic and Asian students were more likely
to live with parents (48 percent and 40 percent, respectively) and
white students least likely to do so (28 percent). Black students were
the least likely to live off campus (20 percent) and Native Americans
the most likely to do so (38 percent). The groups did not differ sig-
nificantly in terms of being in or out of jurisdiction (seven to ten per-
cent), in terms of being transfer students (17 to 26 percent), and in
terms of working during the school term (about half). White students
showed the highest rate of full-time school enrollment (91 percent)
and Native Americans the lowest (78 percent) with the other groups
averaging around 86 percent (p < .0001). All students in the sample
were carrying at least six credit hours.

The percentage of black students who had applied for financial aid
was 78 percent; the other extreme was white students (48 percent).
Over half of the other groups did so (p < .0001). Of those who
applied for financial aid, 91 percent of black students received aid,
followed by 90 percent of Native Americans, 85 percent of Hispan-
ics, 81 percent of whites, and 79 percent of Asians (p < .001). The
Department of Education classifies students on the basis of their
being dependent or independent, because this classification deter-
mines whether parents’ or student’s income and net worth are the
primary considerations in calculating the expected family contribu-
tion to the student’s education costs should the student apply for
financial aid. The highest rate of dependency (89 percent) was among
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white students, followed by Asians (87 percent), Hispanics (86 per-
cent), blacks (81 percent), and Native Americans (78 percent) (p <
.0001). The percentage of students who contributed $500 or more to
their own costs was highest for whites (60 percent), followed by 54
percent for Native Americans, 52 percent for Hispanics, 46 percent
for Asians, and 45 percent for blacks (p < .001).

Parents had been asked whether or not they had saved, and, if so,
whether savings was specifically for college or gereral saving. Asians
had the highest percentage of parents who had saved (54 percent)
followed by whites (52 percent), Hispanics (37 percent), Native
Americans (36 percent), and blacks (25 percent). Saving specifically
for college was less frequent than general saving and was reported by
14 percent of white parents, followed by 11 percent of Native Ameri-
cans, Asians, and Hispanics and eight percent of blacks (p < .0001).
Despite the relatively low percentage who had saved, a much higher
percentage of parents in each group reported that they had con-
tributed and/or loaned money: 78 percent of whites, 75 percent of
Asians, 65 percent of Hispanics, 62 percent of Native Americans,
and 58 percent of blacks (p < .0001). Churaman (1991) had found
that most families relied heavily on current income for financing
college. A high percentage of parents reported that finances had
affected student’s course of study: 67 percent of blacks, 57 percent of
Native Americans, 58 percent of Hispanics, and 45 percent of both
Asians and whites.

Financial Status and Contributions to College Costs

The financial status of parents and their contributions to students’
costs are found in Table 2 and similar data for students are found in
Table 3. Many parents did not report all the details of financial data.
Shown are the number of parents reporting positive amounts for
each item and mean amounts reported.

White families reported the highest mean net worth, $161,221, fol-
lowed by Asians, $145,114; Native Americans, $123,529; Hispanics,
$104,886; and blacks, $38,326 (p < .0001). Average parent income
was highest for whites, $52,492, followed by that of Asians, $47,542;
Hispanics, $35,436; Native Americans, $32,577; and blacks, $23,210.
Average family per capita income, which is considered a more mean-
ingful measurement, ranked the same: $12,971 for whites, $11,383
for Asians, $8,686 for Hispanics, $8,447 for Native Americans, and
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$6,149 for blacks. The income and net worth means were all signifi-
cantly different at the .0001 level and had large standard deviations.

Parent contributions included money given and money loaned.
Asian and white parents provided the largest gifts (85,942 and
$5,625, respectively) and blacks and Native Americans the smallest
(33,060 and $3,669, respectively) (p < .0001). The size of loans,
which were made by far fewer parents than were gifts, differed by
race (p < .05); Asian parents made the largest loans ($4,136) in con-
trast to that of Native Americans ($767). In-kind support was more
frequently provided than money by parents in all racial groups, but
differences in amount are significant (p < .01). Parent estimates of
the value of this support ranged from $3,818 for Asians to $2,330 for
Native Americans. When value of total contributions was computed,
Asians ranked highest with $9,106, followed by whites, $7,983; His-
panics, $6,737; blacks, $4,858; and Native Americans, $4,482 (p <
.0001). .

The data presented in Table 3 report financial status and sources of
financial support reported by students, along with the student cost
and financial aid data calculated by the Department of Education.
Note that the differences in financial status of students on the basis
of race as indicated by net worth and per capita income do not differ
to the extent shown by that of the parents. The observed negative net
worth of college students is not uncommon.

Mean incomes ranged from $5,927 for Native Americans to $3,733
for blacks, and the five groups differed at the .05 level. Fourteen per-
cent of the total group reported having received contributions from
friends and relatives, and slightly over three percent reported loans
from friends and relatives. The size of the contributions ranged from
$173 for Native American to $1,387 for Asian students, and the size
of the loans ranged from $262 for Native American to $1,411 for
Asian students (both p < .05). Contributions by students (and
spouses if applicable) ranged from $967 for blacks to $1,748 for
Native Americans; differences in the amounts for the five groups
were significant (p < .0001).

Student costs and amount and frequency of financial aid had been
calculated by the Office of Education based on data from both stu-
dent surveys and from college record offices. Costs did not differ sig-
nificantly, but value of total aid received is highly significant (p <
.0001) being higher for Asian, black, and Hispanic students. Grant
aid was the most frequent form, with white students receiving the
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smallest grants, $2,630 (p < .0001). Blacks had taken the smallest
size loans, $2,035 (p < .001). Work-study was the least frequent type
of financial aid and amounts earned ranged from $760 for Native
Americans to $1,204 for blacks. These means were not significantly
different. In looking at the cumulative effect of loans, differences
existed for total amount ever borrowed (p < .01) and for amounts
still owed (p < .05). Over 41 percent of the total group had bor-
rowed, 37 percent still owed, and 23 percent had borrowed for the
current school year. For each of these averages, the percentages of
students were highest for blacks and lowest for Asians, followed by
whites. The debt levels were greater for Asians and whites, however.

Costs and Contributions at Public and Private Schools

Table 1 shows that selection of public versus private school does
not differ by race. It has been reported that costs at public schools
are much lower than at private schools (Korb et al. 1988); therefore
the costs and major contributions are reported for each type of
school (Table 4).

Highest average student costs at public schools were reported by
black students, $4,216, and lowest by Hispanics, $3,364. Differences
in means for the five groups were significant (p < .01). At private
schools Asian students had the highest average costs ($10,381) and
Native Americans the lowest ($6,741) with differences for the groups
significant (p < .0001). ,

Parent contributions at both public and private schools differed
significantly by race (both p < .0001). White parents made the larg-
est contribution at public schools ($6,232) followed closely by Asians
($6,082). Asian parents made the larger contributions to student
costs at private schools ($14,078) followed by whites ($10,565).
Native American parents made the smallest contributions ($3,635 at
public and $6,741 at private schools). The size of student contribu-
tions was much smaller than those made by parents and was less than
$2,000 for all races at both types of schools. Group means were sig-
nificantly different at both public and private schools (p < .0001 and
p < .05, respectively).

The amounts of total financial aid received by the different racial
groups during the reporting school year differed at both public and
private schools (both at p < .0001), but the dollar amounts at private
schools were nearly double that at public schools. The groups did not
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differ significantly in the total dollar amounts they had ever bor-
rowed for school.

Factors Affecting Parents’ Contribution to College Costs

The MANOVA program was used to examine the extent to which
each of the hypothesized variables explain the amounts which parents
contribute to college costs. For the MANOVA analyses black and
Hispanic students were grouped together as ‘‘minority’’ students;
Native American and Asian students were not included, primarily
because of the small number of Native Americans and because the
financial status of the Asian students differed greatly from the other
minority groups. The MANOVA program uses only the cases for
which there are complete data, leaving a sample of 617 minority stu-
dents to be compared to 5,225 white students. The two groups were
first examined separately as there had been significant differences on
many of the variables under examination, and then, after minor revi-
_sions in the entry of variables, examined as a total group to test the

proposed model.
Table 5 summarizes the results of the separate sequential MAN-

OVA analyses for white and minority students. The sequential
method of examining the sum of squares controls for each variable

those which have been entered before it. Adjusted R?is interpreted as
the total percentage of variation in the dependent variable, parents’

contribution, which is explained by the model. Control of school
(private or public) was entered first, followed by type (two-year,
four-year, or four-year-plus) and residence during the school year,
because the Department of Education had found these to be impor-
tant factors in cost (Korb ef al. 1988). Family variables, savings
behavior of parents, one-parent or two-parent family, and marital
status of student, were included next; finally the other major sources
of support, financial aid and student contribution, were entered.
This model had an R? of .234 for white students; all of the factors
made significant contributions (p < .0001). The correlations of
covariates with parents’ contribution are as follows: parents’ net
worth r = .754, family per capita income r = .651, and age of stu-
dent r = —.481. _

The results for factors affecting parental contribution to education
expenses of minority students accounted for 26 percent of the vari-
ance, though residence was not significant after control of school and
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TABLE §
Factors Accounting for Variation in the Amount of Parental Contribution
to Their Children’s College Costs by White and Minority Families

White (n = 5,225) Minority (n = 617)

Sources of Variation F-Ratio F-Ratio
Regression ‘ 72,2342 4.84%*
Control of School S 435,304+ 16.85%%++
Type of School 50.61%%+* 3,350
Student’s Residence 14.64%%*+ 1.89
Parents’ Saving 98.26%8%* 35.53 0%
One- or Two-Parent Family 39.36%**+ 20.8] %%+
Single or Married Student 100,93 #++ 8.31%*
Financial Aid over $500 311.08%**+ 16.11%%**
Student’s Contribution over $500 4]1.58%%** 0.53
Model 105.14% %+ 11,3344+
R? - .236 .288
Adjusted R? 234 262

Correlation Between Covariates and
Parents’ Contribution

Parents’ Net Worth 754 .891
Family’s per Capita Income 651 277
~ Age of Student -.481 -.524
**p < .01
03y < 0001,

type of school had been entered. Student contribution was not sig-
nificant when entered as the last variable. Marital status of minority
students played a less important part in the parental contribution
(p < .01) than it did for white families. The correlations between
covariates and parents’ contribution are as follows: parents’ net
worth r = .891, family per capita income r = .277, and age of stu-
dentr = —.524,

Test of the General Model

For the test of the model, student’s residence was dropped. Stu-
dents living close to two-year community colleges may have chosen
these schools for the first part of their education because of proxim-
ity; in addition they most likely had the option of living with parents,
whereas they may not have had this option in attending four-year
schools and schools offering graduate work. (A separate analysis
confirmed this.) Also, residence had not been a significant predictor
for minority students.
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TABLE 6

Test of Model: Factors Accounting for Vanatton in the Amount of

Parental Contribution to Their Children’s College Costs by White and Minority
Families (N = 5,752) '

Sources of Variation F-Ratio
Regression 132,14%4++
Control of School 42,98 #4*
Financial Aid over $500 585.444%%+
Type of School 13,7249+
Parents’ Saving 61.56**+*
Student’s Contribution over $500 : 55.76%»»
One- or Two-Parent Family 42,9544+
Single or Married Student 54,613+
‘White or Minority - 7.59++
Model 104,89% s+
R? 214
Adjusted R? ) 212
Correlation Between Covariates and Parents’ Contribution
~ Parents’ Net Worth .560
Family’s per Capita Income 461
Student’s Cost : 781
Age of Student -.402
**p < .01.

sss4p < 0001,

Financial aid was entered next because it had been found that
greater financial aid for students attending the more expensive pri-
vate schools may account for the fact that the selection of these
schools does not differ by race despite the differences in financial
status. This was followed by type of school. Parental savings
behavior could be a deciding factor in parents’ access to funds for
schooling and could also be an indication of intent to support student
college costs. It was added next, followed by student contribution.
Two factors relating to current family status, whether student was
part of a one-parent or two-parent family and whether student was
single or married, followed. Minority or white classification, the
major concern of the study, was added last to see whether this varia-
ble made an important contribution to the explanation, even after
other variables had been controlled. Also student cost was added to
the list of covariates.

Results of the test of the revised model are reported in Table 6. The
number of cases accepted for the analysis was 5,752, and the adjusted
R? was .212. Each of the independent variables made a significant
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contribution. When all the preceding variables (each significant at
the .0001 level) were controlled, minority status was significant at the
.006 level. Correlations between covariates and parents’ contribu-
tions to student college costs were as follows: parents’ net worthr =
.56, family per capita income r = .46, student cost r = .78, and age
of student r = - .40.

DISCUSSION

The characteristics of college students from the five different racial
groups were examined in the first part of the study. These data sup-
port earlier findings with regard to relative income and wealth and
tend to distinguish Asians from other minority groups on the basis of
their higher levels of income and net worth, as well as the fact that a
higher percentage have alien status. Over half of whites and Asians
had saved some money as contrasted to 25 percent of blacks; fewer
than one-fourth of those who saved had ear-marked funds specifical-
ly for the purpose of college education. This was offset to some
extent by the fact that from 45 to 60 percent of students had con-
tributed more than $500 to their education. There may be some ten-
dency for parents to be less committed to being the major financiers
of college education than in the past, whether because of longer life
expectancy themselves or the increasing proportions of single-parent
families and blended families who may have unique demands on their
incomes.

Generational differences in financial status evident in the parental
generation have not yet appeared in the younger generation. Many
minority youth represent the first generation of their families to
attend college. At the time of the survey they showed little difference
from their white counterparts in employment levels, net worth,
income, and in choice of public or private colleges. Their college edu-
cation should in many cases lead to better jobs than their parents
have contributing to what Bowen (1979) described as ‘‘breaking the
intergenerational cycle of poverty.”’

Traditionally parents have wanted their children to do better than
they themselves have done, but unless poor families understand
financial aid and can mobilize financial resources from several
sources, college does not appear to them to be a realistic option for
their children. Results of this study are encouraging in that the gen-
eral trend reflects the application of the criteria of need which have
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been established for federal financial aid: 91 percent of the blacks
who had applied had received aid, likewise 90 percent of the Native
Americans, 85 percent of the Hispanics, 81 percent of the whites, and
79 percent of the Asians.

As expected, student costs and financial aid are both higher at pri-
vate colleges than at public colleges, and minority students are more
likely to receive financial aid than are white students. Also, choice of
school (public or private and two-year, four-year, or four-year-plus)
is a significant contributor to the explanation of the amount parents
provide for the financing of their children’s education. Family fac-
tors which add to the explanation are parental savings behavior and
current family statuses (whether the student is part of a one-parent or
two-parent family and whether the student is married or single).

The two largest minority groups, blacks and Hispanics, were com-
bined for comparison with whites for the final analysis of factors
which helps to explain the variation in parental contributions to col-
lege students’ expenses. There are some differences when factors pre-
dicting parental contributions of whites and minorities are examined
separately. Even though residence and student contribution do not
help explain the size of parental contribution for minority students,
the other factors explain 26 percent of the variation in parental con-
tribution, whereas the entire model explains 23 percent of the vari-
ance for whites. When student costs are higher, parent contributions
are higher. Parents contribute less to their children’s costs as children
get older and presumably more mature, able to obtain more financial
aid or earn more of their own expenses.

The data for the study represent a snapshot of one year’s financial
status and financing of college education for those who have already
entered college. Therefore, the data do not account for the many stu-
dents who either did not seriously consider college or who were un-
able to marshall the necessary money to do so. About half of the
parents indicated that finances had affected students’ courses of
study. This reached 67 percent for black students. These factors sug-
gest that many youth are limited in their choices and not able to
develop their full potential.

Consumer information dealing with the expected costs of college,
ways to save for college, and sources of financial aid needs to be
made more widely available. For example, parents who have assets
need to understand the effects of putting assets in a child’s name ver-
sus in their own names. This choice may have different effects on
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income tax and on calculating expected family contribution; a major
consideration should they apply for financial aid.

Little is known about the decision processes families and students
carry out with regard to college. This is an area for further study, so
that policymakers and educators can know how best to help. The
knowledge of college costs is often acquired at the same time the deci-
sion is made to attend or not to attend. Recently cutbacks in available
public funding have resulted in unexpected tuition rises at mid-year
at many schools; posing additional pressure at the same time that
many families have experienced loss of jobs or foreclosures on their
homes.

The results of the study provide (1) information to help educators
and counselors understand the general characteristics of families and
youth of different racial/ethnic backgrounds related to planning for
and financing college education, and (2) information to help plan-
ners, policymakers, and businesses see the importance of financial
aid for the well-being of families and future generations as well as the
development of the human resources needed for the country’s pro-
ductivity and competitiveness.

APPENDIX
Operational Definitions
Following are the definitions for computed variables.

Family per capita income: parents’ income divided by number sup-
ported by the income. .

Parents’ income: adjusted 1985 gross income plus nontaxable income.

Student’s contribution: includes spouse’s income if applicable. This
does not include financial aid or other loans taken out by student.

Student cost: adjusted full-year student reported expenses (tuition,
books, fees, room, food, travel, personal expenses, day care, and
miscellaneous) which directly relate to attending college. (This was
calculated by the U.S. Department of Education (1989).)

Total financial aid: sum of grants, loans, work-study, tuition waiv-
ers, and other aid received from federal and state governments,
institutions, employers, and other sources. (This was calculated by
the U.S. Department of Education (1989).)
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