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Introduction

Financial aid plays a crucial role in student success, with research showing that grant aid can increase
enrollment, persistence, and completion. Students rely on a diverse ecosystem of financial aid, including
federal, state, institutional, and private grants.

While federal grant aid, such as the Pell Grant, follows transparent uniform eligibility guidelines, state
and institutional aid is allocated through 50 different state systems and varies between individual
colleges.! As a result, there is less clarity and predictability of who receives state and institutional aid.

Our report examines this diverse landscape of state and institutional aid, analyzing how amounts have
changed over time, what criteria determine eligibility, and how allocation mechanisms shape racial
equity in college affordability for undergraduate students. The purpose of these appendices is to provide
additional insight and context on sources cited in the accompanying report, including academic articles,
policy briefs, and other articles of interest organized by the following topics: impacts of financial aid, net
price, state grants, institutional aid, and wealth implications.

Impacts of Financial Aid

Decades of research confirm that financial aid—particularly grants—can be a key driver of student
success. When students receive help completing the FAFSA, they are more likely to complete the form,
receive aid, and enroll in college—especially high school seniors and adults with no prior college
experience.? Furthermore, receipt of aid impacts enrollment decisions, with an additional $1,000 in grant
aid increasing college attendance by approximately 4 percentage points.?

Financial aid does more than just get students in the door—it helps them stay and succeed. Recent
research finds that grant aid boosts college persistence and completion by 2 to 3 percentage points at
both two- and four-year institutions, with some studies suggesting enrollment gains could be as high as 6
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percentage points.* These findings reinforce earlier comprehensive reviews of causal studies, which also

found similar gains in persistence and completion from an additional $1,000 in grant aid.”

While the eligibility criteria, allocation, and amount of financial aid vary widely across states and
institutions, these studies underscore that financial aid is not merely a state or institutional budget
item—it is a critical, high-impact investment that helps expand access to higher education and promote
student success.

Net Price

Understanding the difference between sticker price and net price is critical for students and their families
to accurately assess the affordability of college. These perceptions can play a powerful role in shaping
whether students apply, enroll, or persist.

The sticker price refers to the total cost of attendance (tuition, housing, food, books, transportation, and
other expenses) before financial aid is factored in. In reality, few students actually pay the full sticker
price: about 25% of dependent students at in-state public 4-years and 16% at private non-profit
institutions end up paying the total amount.® Even among high-income students, the share paying full
price at public institutions dropped from 79% in 1995-96 to 47% in 2019-20.”

Still, sticker prices can heavily influence student’s college aspirations and behavior. High school graduates
who perceived college as unaffordable were 20-percentage point less likely to enroll within 3 years of
graduation compared to those who deemed it affordable.? In a survey of over 21,000 high school seniors,
81% said high sticker prices discouraged them from applying to a college.’ This hesitancy has real
implications, where one analysis suggests that a 10 percent increase in sticker price can generate a 1-2
percentage point decrease in applications—even at institutions that would have met the full
demonstrated need of their in-state residents.™

These cost concerns extend beyond high schools to working-age adults who could potentially enroll. A
nationwide survey found that 56% of individuals who never enrolled in college or left without
completing a degree cited cost as a "very important" factor in their decision to pursue or continue in
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college.™ The concern persists among current students as well—nearly one-third say they had
contemplated discontinuing their education due to costs, with bachelor's degree seekers expressing
these concerns more frequently than those in associate degree or certificate programs.*?

A more realistic picture of what students are responsible to pay would be net price, which is what
students must pay after grant aid is applied. Increasing transparency on college costs can shift
perspectives: in one study, 50% of adults who had never enrolled in college stated they would be more
likely to pursue a bachelor’s degree after learning more about the true cost of college.*®

However, net price can still be burdensome—especially those from low-income households. A 2023
analysis of 2,300 public and private 4-year institutions revealed a disturbing trend: approximately 700
colleges have increased net prices more for lower-income students than for their higher-income peers
over the past decade.™ This disparity is glaringly apparent in two-thirds of the colleges where net prices
rose for both income groups; at these institutions, net prices increased at a faster rate for lower-income
students (70%) compared to those with higher incomes (27%)."> A more recent analysis had a different
finding®®: inflation-adjusted net prices have, on average, decreased at public 4-year institutions over the
past decade for almost all students.!” Yet whether this decrease makes college more affordable still
depends on household finances. For families earning $40,000 or less, they are still expected to cover

over $14,000 at public institutions—a substantial portion of their total household income.™®

This affordability gap reflects a broader structural shift in how higher education is financed and paid for.
Since 1975, the share of higher education expenditures has been shifting to students and families, who
now pay the largest portion of college costs at nearly 46%, while federal (10%) and state/local (44%)

expenditures make up the rest.' This is especially true for low-income students, where the average gap

™ Lumina Foundation—Gallup State of Higher Education. 2024.“Cost of College: The Price Tag of Higher Education
and Its Effect on

Enrollment.”https://www.luminafoundation.org/wp-content/uploads/2024/04/Cost.of .College.pdf#tpage=6.
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between the cost of college and the financial aid they receive was 2.4 times higher in 2015 than in 1990
(adjusted for 2020 dollars), resulting in an average net price that is 94% of their family income.?

State Grants

The landscape of undergraduate financial support continues to evolve, with state grants now comprising
11% of total undergraduate grant aid—a slight decline from their position in 2003-04.%* Despite this, the
most recent calculations report that $14 billion state grants were awarded to undergraduates in
2023-24.

Yet state grant aid varies dramatically nationwide, both in amount and allocation approach. For instance,
full-time undergraduates received an aver rant of $1,180 in 2022-23, but this ranged from
$3,720 in New Mexico to $20 in Montana.?® While 74% of all state grant aid was allocated based on
need, the national percentage masks significant differences: 22 states allocate nearly all aid based on
financial need, while 12 states and Washington D.C. direct less than half their aid using need-based
criteria.”® Notably, need-based state grant aid as a share of all state grant aid has decreased by 17
percentage points since 1982 (from 91% to 74%)—a contributing factor to the decline in both the
number of recipients and the amount of need-based aid.?”® Adding further complexity to the state grant
landscape, 30 states operate grant programs with eligibility requirements that consider both need and
merit criteria.?®

There are also differences in state grant aid receipt by college segment (e.g. public, private, 2 vs 4-year)
and student financial need (e.g. expected family contribution). In 2017-18, only 23% of undergraduates
with an EFC under $6,000 at public 2-years received need-based aid, compared to 45% at public 4-years
and 46% at private nonprofit 4-years.”” In some states, the gap across college sectors is even wider: for
example, the gap in need-based aid between low-EFC students at public 2-year versus four-year
institutions varies by state—from just 7 percentage points in New York 63% vs. 70% to 54 percentage
points in Ohio (9% vs. 63%).% These differences have equity implications, as over half of Latinx students
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attend public 2-vear colleges.” Although these public 2-year systems typically have lower tuition
compared to four-years, students often face significant unmet need to cover non-tuition expenses such
as housing, food, and transportation.*

State grant eligibility requirements can often reflect outdated assumptions about today’s college
students, creating barriers for those who do not fit the traditional mold.** A common assumption is that
the vast majority of students attend full-time, even though more than a third of undergraduates enrolled
part-time in 2017-18.3* When states restrict grant aid to full-time students, they effectively exclude
part-time learners—disproportionately impacting Black and Latinx students, who are more likely to
enroll part-time than their White and Asian peers.*®> Another misconception is that students enroll in
college immediately after high school—but in reality, only about 62% of high school graduates did so in
2022.** This assumption can have racial equity implications, as states that limit grant aid to recent high
school graduates disproportionately disadvantages Black students, who tend to begin their college
journey at older ages.*

Moreover, state grant eligibility rules that require a Social Security Number restrict college affordability
to the nearly 1in 50 college students who are undocumented—most of whom are Latinx, Asian, and
Black.*® Despite contributing over $37 billion in state and local taxes, this population navigates a complex
web of state policies: from actively barring them from enrolling at public universities to being denied
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in-state tuition or aid.*” In fact, only 18 states and D.C. offer access to both in-state tuition and grant aid
for undocumented students.*** When aid eligibility hinges on documentation status, states
systematically deny a historically marginalized population the financial resources to access and obtain a
postsecondary education, despite the fact that many students have lived in the U.S. the majority of their
lives.*

Setting academic criteria for state grant aid is also widespread, with at least 31 states implementing
some form of merit-based financial aid program between 2004 and 2020.** The goals for this shift to
merit aid vary, ranging from motivating high school achievement and degree progress to encouraging
high-achieving students to stay in their home state for college and the workforce.* But this shift to merit
aid can end up disproportionately benefiting White students and those who need aid the least. One
reason is that White students are more likely to attend well-resourced schools—which can offer more
academic support, more experienced teachers, or smaller class sizes for better academic
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outcomes—while students of color often enroll in districts with large funding gaps.** When states set a
minimum 3.0 GPA requirement, White students gain a significant advantage, with 80% meeting this
threshold in comparison to only 72% of Latinx and 63% of Black students (in 2017-18).** State grants like
Louisiana’s TOPS program exemplifies aid going to those with less financial need, where in 2019-20,
nearly 75% of its funding went to White students and families earning over $100,000.* Similar racial
disparities characterize merit-based programs in Georgia and Florida, highlighting how seemingly neutral
merit-based requirements can reinforce existing privileges while systemically excluding historically
marginalized student populations.*®

Free college programs represent a promising evolution of state grant aid, with documented benefits for
loan reduction, enrollment, transfer, and graduation outcomes.”’ Yet their design often undermines their
equity potential. According to a report that analyzed 23 statewide free college programs, at least half of
these programs limited their coverage to two-year institutions—blocking affordable pathways to
bachelor’s degrees—and excluded large populations, such as adult learners, returning students,
part-time enrollees, undocumented students, and justice-impacted individuals.*®

Institutional Aid, Policies, and Practices
While private grants’ share of total financial aid has stayed roughly the same for undergraduate students
since 2003-04, institutional grants’ share has actually increased, making up 49% of grant aid awarded in
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2023-24.”° Notably, the percentage and amount of institutional aid granted to first-time, full-time
undergraduates differs across sectors. In 2021-2022, students at public two-year institutions received
the least aid (22% of students, averaging $520).*° Students at public four-year institutions received more
(62% of students, averaging $4,170), while those at private nonprofit four-year institutions received the
most (83% of students, averaging $20,860).>*

Although institutional grants have increased, so have college costs. Adjusted for inflation, average tuition
and fees at public two-year colleges are nearly 1.5 times higher than they were 30 years ago; at public
four-year institutions, they have doubled; and at private, nonprofit four-year institutions, they are 1.75
times higher.”? These figures do not include non-tuition expenses, which comprise nearly 80% of total
cost at public 2-years and 60% at public 4-year institutions, and can be larger in states with higher costs
of living.> Even well-intentioned policy interventions can trigger unintended consequences: when states
freeze or cap how much colleges can increase tuition, four-year institutions often respond by reducing
institutional aid awards, effectively reducing potential savings for students.>

Some institutions view the high-cost, high-aid model as an enrollment management tactic to offset
stagnant state funding. The reasoning, according to Burd, is that with a projected decline in high school
graduates, public colleges began practicing financial leveraging, using all their institutional aid for a new
set of strategic purposes.® This is partially done by targeting out-of-state students who pay higher
tuition—filling classrooms and boosting campus prestige by attracting affluent, high-achieving students.

Part of the success of financial aid leveraging is the framing and calculation of aid options, which can
significantly influence student’s decision making.*® For example, some students would be more attracted

to a $5,000 institutional grant at a school costing $15,000 than to a school with a $10,000 sticker
price—despite identical final costs. While institutions frame these practices as necessary adaptations to
funding challenges and eventually rerouting aid resources to low-income students, the evidence suggests
otherwise. Growth in institutional merit aid has outpaced that of need-based aid in recent years: from
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2001-17, public four-year colleges directed nearly $32 billion in institutional aid toward students without
demonstrated financial need.”” At more than half of these institutions, non-need based aid spending
doubled after adjusting for inflation, while the average financial need met actually decreased.*® Only a
few outliers—mainly in California, Texas, and North Carolina—have bucked this trend.

But this pricing strategy—such as presenting four identical $5,000 scholarships to attract four
high-income students, instead of spending the same $20,000 on one low-income student who can't
enroll without it— creates vastly different decision-making scenarios across income levels. By
strategically distributing financial aid to entice higher-paying students, institutions inadvertently create a
system where the ability to afford college becomes increasingly dependent on family income.For
low-income students, the amount of institutional aid may determine whether college is possible, while
more affluent students—who are more likely to afford college without aid— get enticed by a
“discounted” price. Burd argues this is by design, as the goal of financial aid leveraging is to calculate the
“price point to offer and enroll different groups of students and not a dollar more” —prioritizing
maximizing revenue and prestige over allocating aid equitably to low-income students.*

Financial aid packaging is more than just the money—it is also about crafting clear, accessible aid offers
that help students understand the true cost of college and make informed enrollment decisions. Yet
there is no standardized, required format for these critical communications, leaving institutions broad
discretion in how they present costs and aid.®° Rather than resulting in transparency, this institutional
flexibility often muddles key costs and financial aid information. One analysis of 515 unique award letters
found that 7 out of 10 did not clarify the distinctions between grants and loans—with 136 unique terms
for unsubsidized student loans—and frequently lumped all financial aid types together, making it more
difficult for students to discern grants from loans or work study.®* Similarly, the Government
Accountability Office evaluated award letters from a nationally representative sample and discovered
that 91% of colleges either omitted or underestimated net prices in their award letters, and over half did
not have actionable steps in their aid offers for students to know how to accept or deny their aid.®
Without clear and detailed aid offers, institutions risk obscuring true college costs—especially for
families with the least experience and support navigating higher education.
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The consequences of financial aid leveraging and confusing financial aid award offers often fall hardest
on those from lowest income backgrounds. Even after grants and scholarships, these students would
need to contribute nearly 150% of their total household income to cover the cost of a 4-year college.®
Students of color are also disproportionately impacted, as they are more likely to encounter gaps
between their financial aid, what their families can afford, and what they are required to pay. For
instance, nearly 9 in 10 Black students have unmet financial need, with an average gap of nearly
$9,000—the highest of any racial or ethnic group.®* In contrast, nearly a third of White students have
enough aid and family resources to cover their college costs, and on average, actually have about $300 in
resources left over.%

Students facing funding gaps are often advised to seek outside scholarships, yet this is an incomplete
solution for most. Only about 11% of students receive private source grants,® and much like state grant
aid programs, eligibility requirements can inadvertently exclude historically excluded populations.®” Even
for the fortunate few who secure these scholarships, an institutional practice called scholarship
displacement can neutralize their benefit.?® This occurs when colleges reduce a student's financial aid
package by the exact amount of their private scholarship to ensure the student does not exceed their
calculated financial need—essentially nullifying what should be additional key financial resources.
Though comprehensive research remains limited, the practice appears to be common: a 2013 survey of
61 colleges revealed half practiced scholarship displacement, while a 2021 student survey found half of
over 500 scholarship recipients had their institutional aid reduced accordingly.®

The Role of Wealth

The income and wealth of households matter significantly. While individuals from low-income and
low-wealth backgrounds are less likely to enroll in college compared to their more affluent peers, data
suggests that higher amounts in one bucket can help protect against the effects of having less in the
other.”® And there are stark differences in economic starting points: 48% of White young adults (ages
18-28) come from high-income, high-wealth households, while 26% of Black young adults face the
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compounding challenge of low income and low wealth.”* This economic divide contributes to persistent
college enrollment and completion disparities that affect even affluent students of color, highlighting
systemic barriers beyond finances.”

The FAFSA, while helping facilitate access to federal and state aid, can overlook key wealth indicators
that provide "implicit subsidies” to well-off households. The current FAFSA methodology excludes home
equity within primary residence and retirement savings when calculating Student Aid Index (SAl),
—giving these households, which are disproportionately White, an implicit subsidy that can qualify them
for more grant aid.”® One estimate suggests that approximately 850,000 students benefit from this
implicit subsidy, totaling nearly $2.3 billion.” Not only is this twice the budget of federal work-study, but
nearly 80% of this implicit subsidy goes to White students.”

Conclusion

With college costs rising and a postsecondary degree becoming increasingly necessary to access a good
job, it is crucial to understand how the ecosystem of state and institutional aid operates.”® Some state
and institutional practices focus their resources on students with the greatest financial need. However,
others allocate funds based on eligibility requirements that can exclude today’s student population and
prioritize merit aid, institutional prestige, and revenue generation—where financial need is often
overlooked, if it is considered at all. These practices disproportionately affect historically underserved
students and those from low-income backgrounds, undermining higher education’s potential as a
pathway to economic mobility.

While this brief focuses on key trends, there are other important considerations beyond the appendices
that state policymakers and institutional leaders should factor into their aid allocation decisions. This
includes:
e how to leverage the new federal Student Aid Index to better target the lowest-income
students’’;
e re-evaluating how financial aid beyond tuition and fees is treated as taxable income, which can
penalize the very students it aims to support’®;
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e address exclusionary criteria that disproportionately affect undocumented students,
justice-impacted individuals, adult learners, and those with some college but no degree;

e beyond policies, ensure that aid processes themselves are accessible—such as minimizing
administrative burdens for students while addressing the staffing challenges faced by financial
aid offices that are essential to implementing these policies on the ground.”

As states and institutions design and revise their grant aid programs, they must ask themselves: are
financial aid policies and practices expanding opportunity, or reinforcing barriers? To truly live up to the
promise of higher education as a public good, leaders must center equity to ensure aid reaches the
students who need it most—especially those low-income individuals who have been historically
overlooked and underserved.

 Fuesting, Melissa and Charlotte Etier. 2024. “The Higher Education Financial Aid Workforce: Pay, Representation,
Pay Equity, and Retention.” College and University Professional Association for Human Resources.
https://www.cupahr.org/surveys/research-briefs/higher-ed-financial-aid-workforce-may-2024/.



https://www.cupahr.org/surveys/research-briefs/higher-ed-financial-aid-workforce-may-2024/
https://www.cupahr.org/surveys/research-briefs/higher-ed-financial-aid-workforce-may-2024/
https://www.cupahr.org/surveys/research-briefs/higher-ed-financial-aid-workforce-may-2024/

	Review of literature on state and institutional financial aid programs 
	Introduction 
	Impacts of Financial Aid 
	Net Price  
	State Grants 
	Institutional Aid, Policies, and Practices  
	The Role of Wealth  
	Conclusion 


