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This article describes what is known from prior research about
the impact of student financial aid program design, operations,
and marketing on the formation of family (including parents’ and
children’s) college-going aspirations, expectations, and plans, and
the resulting college-going behaviors of potential students. The
review focuses on the experiences of lower-income, minority, and
potential first-generation college students.

A
primary purpose of the student financial aid programs
established under Title IV of the Higher Education Act of
1965 is to ensure that inadequate financial resources do

not limit access to college. Nonetheless, despite nearly 40 years
of investment in student financial aid programs—by federal and
state governments, higher education institutions, and other en-
tities—college access and choice remain stratified by both fam-
ily income and race/ethnicity. Although students received about
$81.5 billion through federally supported programs in 2003-04
(The College Board, 2004), families with low incomes,  first-gen-
eration college students, African Americans, and Hispanics were
less likely than other students to enroll in college. When they
did enroll, these students were concentrated in lower-price
institutions, such as public two-year colleges and less selective
four-year colleges and universities (Baum & Payea, 2004; Na-
tional Center for Education Statistics [NCES], 2003, 2004; Tho-
mas & Perna, 2004).

For example, although college enrollment rates gener-
ally have been increasing over time for all groups, the approxi-
mately 30 percentage-point gap in college enrollment between
low- and high-income students is comparable in size to the gap
that existed in the 1960s (Gladieux & Swail, 1999). In 1999,
57% of low-income students enrolled in college, compared with
86% of high-income students (Gladieux & Swail, 1999). Other
analyses show that in 1999-00, students from families with in-
comes below $30,000 represented smaller shares of the popu-
lations at private four-year (19%) and public four-year (23%)
institutions than at public two-year institutions (30%, Baum &
Payea, 2004). In contrast, students from families with incomes
of $90,000 or more represented substantially higher shares of
students at private four-year (30%) and public four-year (21%)
institutions than at public two-year institutions (13%, Baum &
Payea, 2004).
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Only 52% of
Hispanics and 55%
of African Americans
who completed high
school in 2001
enrolled in college in
the fall after
graduating from high
school, compared
with 64% of
Caucasians.

In terms of racial/ethnic group differences, enrollment
rates also continue to be lower for African Americans and His-
panics than for Caucasians. Only 52% of Hispanics and 55% of
African Americans who completed high school in 2001 enrolled
in college in the fall after graduating from high school, com-
pared with 64% of Caucasians (NCES, 2004). Among those who
enrolled, both African American and Hispanic first-time under-
graduates were relatively concentrated in two-year rather than
four-year institutions. African Americans represented a higher
share of first-time freshmen at two-year institutions than at four-
year institutions in fall 2001 (14.0% versus 11.1%). Following a
similar pattern, Hispanics represented 12.2% of first-time fresh-
men at two-year institutions in fall 2001, but only 6.6% of first-
time freshmen at four-year institutions (NCES, 2003).

Some observers (e.g., Advisory Committee on Student
Financial Assistance, 2002; St. John, 2003) argue that contin-
ued gaps in educational opportunity are primarily due to the
inadequacy of existing financial aid programs. Others (e.g., Perna,
2004) acknowledge the importance of student financial aid but
also recognize the barriers imposed by inadequate academic
preparation. A third explanation for continued gaps in college
enrollment may pertain to the adequacy of information, par-
ticularly with regard to academic requirements, the costs of at-
tendance, and the availability of student financial aid (Kane,
1999). Lacking adequate and accurate knowledge and informa-
tion about college prices and student financial aid, some stu-
dents and their families may have their early dreams of attend-
ing college diminished by both accurate and biased perceptions
of the affordability of higher education. Students and their par-
ents may acquire accurate awareness and understanding of
college prices and financial aid in the later years of high school,
but by that point students may be unable to correct for such
behaviors as dropping out of high school, failing to enroll in
college preparatory courses, and performing poorly in high school
courses.

This article describes information derived from prior re-
search on the impact of student financial aid program design,
operations, and marketing on high school students’ college-
going aspirations, expectations, plans, and actual enrollment.
The review is especially concerned with the experiences of lower-
income and minority students, as well as students from fami-
lies in which the parents have not attended higher education.
The review focuses on traditional college enrollment because of
the absence of research examining non-traditional students (i.e.,
students who delay enrollment into college after high school,
enroll in college part-time, and/or attend a community college).
More specifically, the review of prior research synthesizes what
is known about two questions:

• To what extent have families, especially lower-income and

minority families, been affected by their awareness, under-
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standing, and predictions of college prices and student aid
program resources?

• To what extent have families' awareness, understanding, and

predictions of college prices and student aid been influenced
by student aid program design, operations, and marketing
activities?

This literature review incorporates research on family
college planning and decision-making from a variety of disci-
plinary perspectives, including economics, sociology, and psy-
chology. The review focuses on research conducted after 1985
and includes published articles, reports, and books, as well as
unpublished papers.

To set the context for examining the two central ques-
tions, this article first discusses the ways students and their
families form college-going aspirations, expectations, and plans.
The review then summarizes what is known about students'
and families' awareness, understanding, and predictions of col-
lege prices and financial aid. Primary attention is focused on
variations in knowledge and information across groups and the
relationship between information and college plans and enroll-
ment. The third section describes what is known about the rela-
tionship of student aid program design, operations, and mar-
keting to awareness, understanding, and predictions of college
prices and student aid. Particular attention is given to the tim-
ing and sources of information. The article concludes by sug-
gesting directions for additional research to address gaps in
knowledge about two important areas:
(1) the ways student aid program design, operations, and mar-

keting influence students’ and families’ awareness, under-
standing, and predictions of college prices and financial aid,
and

(2) the effects of this type of information on students’ college
plans and enrollment.

Although the process of becoming predisposed toward college
varies across racial/ethnic groups (Hamrick & Stage, 2004;
Hossler, Schmit, & Vesper, 1999), parents play a key role in the
development of college aspirations and expectations for all stu-
dents, particularly low-income, African American, and Hispanic
students (Hamrick & Stage, 2004; Hossler & Stage, 1992; Hossler
et al., 1999). Although most parents want to promote their
children’s educational attainment, economic, social, and psy-
chological barriers often limit the ability of low-income and mi-
nority parents to do so. Barriers to parental involvement may
be associated with mother’s employment, parents’ education,
family composition, childcare responsibilities, language and
culture, and discrimination (Kerbow & Bernhardt, 1993; Tierney
& Auerbach, 2004). Differences in social networks may also
limit the resources that are available to low-income, African
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American, and Hispanic students and parents (Lareau, 1987;
Horvat, Weininger, & Lareau, 2003; Perna & Titus, in press).
Because they may lack economic, social, and psychological re-
sources, low-income and disadvantaged minority parents are
more likely than others to depend on the elementary and sec-
ondary school to guide their child’s education (Furstenberg et
al., 1999; Lareau, 1987). Structural barriers—including the
bureaucratic processes found in elementary and secondary
schools and the often-limited access to teachers and counse-
lors—restrict families’ abilities to acquire information from school
personnel. (Stanton-Salazar, 1997).

Based on its review of research published between 1980 and
1989, the U. S. Government Accountability Office (GAO, 1990)
concluded that students and their parents generally lack accu-
rate knowledge and information about college costs and the avail-
ability of financial aid to offset costs. Research published since
1985 shows the continued appropriateness of the GAO’s (1990)
conclusion. Most adults, parents, and students in the 1980s,
1990s, and early 2000s were uninformed or poorly informed
about college prices and financial aid (Grodsky & Jones, 2004;
Horn, Chen & Chapman, 2003; Ikenberry & Hartle, 2000). Some
families may be unaware of college costs and financial aid be-
cause they do not expect the student to enroll in college (Grodsky
& Jones, 2004). However, the lack of awareness and under-
standing about college costs and financial aid is evident even
among families who report that they expect the student to at-
tend college (Horn et al., 2003).

Further, simply having information about college prices
and financial aid does not ensure the accuracy of the knowl-
edge among students or parents. Students and parents tend to
overestimate college prices (Grodsky & Jones, 2004; Horn et
al., 2003; Ikenberry & Hartle, 2000). Levels of awareness and
understanding of college prices and financial aid are particu-
larly low among Latino and African American students and par-
ents (Grodsky & Jones, 2004; Horn et al., 2003), although more
research has focused on probing the understandings of Latinos
(e.g., Immerwahr, 2003; Tomás Rivera Policy Institute, 2004;
Tornatzky, Cutler & Lee, 2002).

Research shows that parents with direct experience in
higher education—i.e., those who attended college or who have
children who have already entered college—are more likely than
other parents to believe they know about student financial aid
(Brouder, 1987; Hossler, Schmit & Bouse, 1991). The literature
has not consistently established the relationship between pa-
rental education and income, and student awareness and un-
derstanding of college prices and financial aid.

Awareness,

Understanding,

and Predictions

of College Prices

and Financial Aid



11NASFAA JOURNAL OF STUDENT FINANCIAL AID

The gap between the higher educational expectations that stu-
dents declare in high school and their lower rates of actual
postsecondary enrollment may be attributable, at least in part,
to inadequate awareness and understanding of college prices
and financial aid. Researchers (e.g., Kane, 1999; St. John et al.,
2002) speculate, and students perceive (Tomás Rivera Policy
Institute, 2004), that such a relationship exists.

A variety of college-related outcomes are lower for stu-
dents who have less knowledge and information about college
prices and financial aid than for other students. Students’ and
parents’ awareness and understanding of college prices and fi-
nancial aid are positively related to such outcomes as college
expectations (Flint, 1993; Horn et al., 2003), application (Cabrera
& LaNasa, 2000), enrollment (Plank and Jordan, 2001), and
choice (Ekstrom, 1991), as well as such college financing strat-
egies as students’ willingness to borrow, students’ use of finan-
cial aid, and parental saving for college (Ekstrom, 1991; Flint,
1997). However, the direction of causality is ambiguous; research
does not reveal the extent to which knowledge and information
are a cause or consequence of college-related outcomes.

Little is also known about the ways student aid design, opera-
tions, and marketing influence students’ and parents’ aware-
ness, understanding, and predictions of college prices and fi-
nancial aid. Research shows that most parents of dependent
students participate in the student aid application process, sug-
gesting that student aid program design, operations, and mar-
keting activities should be aimed at both parents and students
(Stringer et al., 1998). Most research on this topic focuses on
the complexity of the application and eligibility procedures, as-
suming that such complexity limits students’ and parents’ un-
derstanding of their eligibility for student aid and the proce-
dures for obtaining aid (Advisory Committee on Student Finan-
cial Aid, 2004a, 2004b; Kane, 1999). Little is known, however,
about how financial aid is marketed to students and parents by
elementary and secondary schools or by postsecondary educa-
tional institutions.

Descriptive analyses suggest that students and their
parents typically acquire knowledge and information about col-
lege prices and financial aid during the final years of high school
(Horn et al., 2003; Hossler et al., 1991; Olson & Rosenfeld, 1984).
By this time, it is likely that families have made decisions—
particularly with regard to academic preparation—that influ-
ence their ability to attend college. This finding suggests that
either student aid program design and operations typically do
not target students and parents early in the educational pipe-
line, or that early marketing efforts have minimal effectiveness.

Many entities are, or should be, involved in the market-
ing of student aid programs, as suggested by the variety of
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sources from which parents and students obtain information
about college costs, financial aid, and other college requirements
(Cabrera & La Nasa, 2001; Hossler & Vesper, 1993). Language
barriers restrict the sources of information that are available to
parents with limited English proficiency, causing some parents
to rely on their children for college-related information (Tomás
Rivera Policy Institute, 2004; Tornatzky et al., 2002).

Compared to Caucasian students and parents, African
American, Hispanic, and low-income students and parents ap-
pear to be more dependent on high school personnel for infor-
mation about college (Cabrera & La Nasa, 2001; Horn et al.,
2003; Tomás Rivera Policy Institute, 2004; Tornatzky et al.,
2002). But, the high schools that these students typically at-
tend are generally not equipped to provide support for college-
admissions related activities (McDonough, 1997; Rosenbaum,
2001; Rosenbaum et al., 1996). Teachers are often unable to
provide required college-related information, at least in part
because of their focus on other priorities, including reducing
high school dropout rates and teen pregnancies (Immerwahr,
2003). Teachers also often have low educational expectations
for African Americans and Hispanics (Freeman, 1997;
Immerwahr, 2003). Little is known about the contribution of
such sources as the media, friends, and social networks to stu-
dents’ and parents’ awareness, understanding, and predictions
of college prices and financial aid.

Although prior research consistently shows that students and
their parents are poorly informed about college prices and fi-
nancial aid until, at best, the latter years of high school, the
implications of poor awareness and understanding for college
enrollment are not well understood. This review suggests at least
four areas where additional research is necessary.

First, additional research is required to understand the
ways awareness, understanding, and predictions of college prices
and financial aid influence the formation of college aspirations,
plans, and enrollment. Research suggests that college enroll-
ment rates are higher when students and their parents have
accurate knowledge and information about college prices and
financial aid. But, the implications of this relationship are un-
clear because the direction of causality has not been established
between awareness and understanding of college prices and fi-
nancial aid and such outcomes as college plans and enrollment.

Second, research is required to understand how student
aid program design, operations, and marketing influence stu-
dents’ and parents’ awareness, understanding, and predictions
of college prices and student aid. Research generally has not
examined specific features of student aid design, operations,
and marketing but has focused on describing the sources that
students and parents use to acquire information about college

Directions for

Future Research



13NASFAA JOURNAL OF STUDENT FINANCIAL AID

prices and financial aid, and variations in sources of informa-
tion across groups.

Third, more research is needed to understand the ways
elementary and secondary schools, as well as higher education
institutions, can ensure that students and parents are knowl-
edgeable about college prices, financial aid, and other college-
related requirements and processes. The involvement of low-
income, African American, and Hispanic parents in college-
planning activities is often limited by economic, social, and psy-
chological barriers, but schools and other community institu-
tions are not adequately compensating for these barriers.

Finally, future research should examine the relationship
between awareness, understanding, and predictions of college
prices and financial aid, and the college plans and enrollment
of non-traditional college students. More also needs to be learned
about the ways student aid programs should be designed, oper-
ated, and marketed to most effectively inform non-traditional
students about college prices and financial aid. In fall 2001,
one-third (32%) of all undergraduates were over age 24 and 39%
of all undergraduates were enrolled part-time rather than full-
time (NCES, 2004). Although more needs to be learned about
the experiences of traditional students, non-traditional students
are clearly a segment of the population that should also be ex-
amined.

This literature review reveals an important gap in the literature
on student financial aid. Specifically, despite the large amounts
of resources that are allocated to student financial aid, little is
known about how the design, operations, and marketing of stu-
dent financial aid programs influence students’ college-going
plans and behaviors. Research that addresses this knowledge
gap may suggest ways student aid programs may be more effec-
tively targeted to reach the groups who need this information
most: the students that continue to be underrepresented in
higher education.

This article is a summary of a larger report completed for The
Education Resources Institute (TERI) with support from the
Lumina Foundation for Education. The purpose of the project
was to create a research agenda of research studies and dem-
onstrations that would, if implemented, improve the understand-
ing of the potential impact of student aid program, design, mar-
keting, and operations on the college-going rates, patterns, and
successes of lower-income and minority youth. Thank you to
David Mundel and Ann Coles for their very helpful comments
and feedback on earlier drafts of the report.
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