Clelan and Company

6 Ways to Cut the Cost of College

Are you stressing about the leap to college?

It’s understandable that you may feel nervous as you plan for college expenses.
College costs have continued to climb even as the income of many parents remains stagnant.

6 Ways to Cut
College Costs

1. Understand realities of college pricing.
2. Determine if you will qualify for financial aid.
3. Use net price calculators.
4. Know the four main sources of college money.
5. Research the generosity of colleges.
6. Check four-year grad rates.

1st Cost-Cutting Idea

College Is Priced Like Airline Tickets – everyone pays a different
price. On airlines, however, paying more may get you a more
comfortable seat or an exit row seat with better legroom.

But if you pay a higher price for a college than other students
attending the same college, you won’t get any extra perks for
that. There isn’t an academic advantage to paying more, which is
why it is even more important to cut your costs.

Understand the realities of college pricing. It may surprise
you to learn that most colleges are always on sale.

Discounts Are
Common
Price discounts are quite common among
state universities, as well private
institutions. Schools give discounts through
grants and scholarships.
Grants are typically given to students for
need-based aid and schools typically award
scholarships regardless of a family’s
income.
For years now, the tuition discount has
been creeping up. The percentage of
students who receive grants and
scholarships at private schools is at a
historic high.

58% of students at public
universities don’t pay full price.
88% of students at private schools
receive an institutional break.

*The private tuition figure comes from the National Association of College and
University Business Officers’ annual tuition discounting study released in 2018.

At private colleges, the
average tuition discount
is at a historic high level:

56%

EXAMPLE

Tuition:

$45,000

Avg. discount:

$25,200

Real price:

$19,800

*This discount figure comes from the National Association of College and
University Business Officers’ annual tuition discounting study released in 2018.

Why the Price Cuts?
College is actually a buyer’s market
except for the most elite schools.*
Most colleges have to work hard to fill
their freshmen slots. And to do that
they have to offer financial enticements
to get students to come to their schools
53% of admission directors at private schools
didn’t meet their freshmen goals for the 2018–
2019 school year.
38% of admission directors at state schools
didn’t meet their freshmen goals.
Only 2% of all admission directors said they
hadn’t been concerned about meeting
enrollment goals for 2018–2019.
*Gallup/Inside Higher Ed survey of admission directors

2nd Cost-Cutting Idea

Will you qualify for financial aid?

If money is an issue, you need to answer
this important question because it will
direct you to the types of schools that
your family should be looking at.
Financial aid formulas are too complex to provide a
hypothetical income “cut-off” figure to determine who
qualifies for financial aid. However, you can form a good
idea about whether you will qualify if you obtain your
Expected Family Contribution. What schools you target
will depend on your answer.

How to determine if
you qualify for aid
Obtain your….

Expected Family Contribution
An Expected Family Contribution is a dollar
figure that represents what a financial aid
formula believes a household should be
able to pay for one year of a child’s college
education. There are two main EFC
formulas:
(1) Federal formula – tied to the Free Application
for Federal Student Aid. This is the federal aid
application that students must complete to
qualify for federal and state aid, as well as aid at
the vast majority of colleges.
(2) Institutional formula – tied to the CSS Profile
and used by roughly 200 mostly private schools
to determine who will get their in-house money.

Expected Family
Contribution

An expected family contribution is a dollar
figure that represents what a financial aid
formula calculates a household should be able
to pay for one year of college.
You can obtain your EFC on the College Board’s
website: CollegeBoard.org.

TWO MAIN EFC FORMULAS:
Federal formula tied to the Free Application
for Federal Student Aid (FAFSA)
Institutional formula tied to the CSS Profile
Families will usually have to pay more for college
than their EFC indicates that they can afford
because most schools do not meet 100% of a
student's demonstrated financial need.
Consequently, it's important to identify the most
generous schools that would consider your child an
attractive candidate.

EFC Example: Middle-Class Family

$55,000

Adjusted Gross Income

$15,000

Cash/taxable investments

2 parents, 1 college freshman,
12-yr. sister

To give you an idea of what EFCs are possible, here is an example from a middle-class family
with average income and low savings. That that only nonretirement money is accounted for in
the examples because the EFC formulas don’t consider retirement money in their calculations.

Middle-Class EFC Results
Federal
Methodology
(FM) Results

Institutional
Methodology
(IM) Results

$2,577

Student’s
Contribution

$0

$1,649

Total Estimated
IM Contribution

$2,577

$2,474

Parents
Contribution
for Students

$825

In this example, the family’s EFC for both formulas were quite similar. The formulas
say this family can afford to pay around $2,500 for college.

EFC Example: High-Income Family

$150,000
AGI

$120,000

Cash/taxable investments

$250,000
Home equity

2 parents, 1 college freshman,
12-yr. sister

This family has more assets, home equity and considerably more income. Like the
previous example, there are four in the household and one going to college.

EFC Results: High-Income Family
Federal
Methodology
(FM) Results

Institutional
Methodology
(IM) Results

$31,072

Student’s
Contribution

$0

$33,335

Total Estimated
IM Contribution

$31,072

$35,185

Parents
Contribution

$1,850

The EFC ranges from $31,072 to $35,185. There would be some elite schools that would
provide this family with need-based aid. But with the vast majority of schools, the family
would be looking for institutions that provide merit scholarships to higher income students.
There is no cap on a family’s EFC so some very wealthy parents will have EFCs that exceed the
cost of an expensive private university.

EFC: Same Family with 2 in College
Federal
Methodology
(FM) Results

Institutional
Methodology
(IM) Results

$16,244

Student’s
Contribution

$0

$21,089

Total Estimated
IM Contribution

$16,244

$22,939

Parents
Contribution
for Students

$1,850

It’s important to understand that a family’s federal EFC drops by 50% when there are two children in
college. The institutional EFC drops by about 40% when two are in college. So a family that might not
qualify for financial aid with one child may be eligible with two or more in college.
This calculation shows what happens to the EFCs of the family in the previous slides that had an adjusted
gross income of $150,000. With a significantly reduced EFC, the family’s chances for need-based aid would
rise significantly.

Zero Chance for Financial Aid
EFC EXAMPLE
Cost of In-State Public University

$58,000

EFC

$65,000

Demonstrated Financial Need

$0

You can determine if a student would be eligible for need-based aid by subtracting the EFC
from a school’s price tag.
In this example, the family's EFC exceeds the price of the state school so the student wouldn't
qualify for need-based aid. Instead, the student would hope for a merit scholarship if the
school awards them.

Chance for Need-Based Aid and/or
Merit Scholarship
EFC EXAMPLE
Cost of Private College

$58,000

EFC

$35,000

Demonstrated Financial Need

$23,000

In this scenario, the student would be eligible for up to $23,000 in need-based aid from the
private college because the price of this institution is far more expensive and exceeds the
family's EFC.
As a practical matter, a family with an EFC this high would typically be looking for schools that
provide generous merit scholarships. It would primarily be elite schools with excellent financial
aid that would give this family need-based aid.

Look for colleges that
provide generous needbased aid as well as your
own state schools.

Look for colleges that
give good merit aid to
many students.

3rd Cost-Cutting Idea
Use Net Price Calculators
Net price calculators provide a personal
estimate of what a family will pay for one year
in college after scholarships and grants.

COST OF SCHOOL
- SCHOLARSHIPS/GRANTS
NET PRICE

Where to Find Net Price Calculators?
Every school must oﬀer a net price calculator for
freshmen on its website. However, the easiest
way to ﬁnd a calculator is through Google, by
searching the school’s name and “net price
calculator”.

Use Calculators
Before Applying
It’s critical to use calculators BEFORE your
child applies to any school so that you can
avoid budget-busting schools.

COST OF SCHOOL
- SCHOLARSHIPS/GRANTS
NET PRICE
A Peek Behind the Curtain

Using these calculators will allow you to form
a good idea of what a school will cost well in
advance.
These calculators have the potential to save you
significant money by helping you focus on schools
that will be more generous.

Net Price Detective Work

Use calculators strategically to determine what sort of applicants capture the best awards
at an institution. You may determine that higher test scores or a higher GPA may boost a
child’s potential package. Or maybe taking the SAT or ACT again for a higher school
would be financially beneficial.

Beware of bad net
price calculators
Not all Net Price Calculators
are good ones.
Signs of a poor calculator:
Relies on federal calculator template
Asks just a handful of questions
Does not calculate merit awards
Relies on school’s cost data from
several years ago.

A good calculator will require
figures off your latest income tax
return.

4th Cost-Cutting Idea

Understand the main sources of college money:

The biggest source of money is the federal government, followed by
colleges, then state government and private scholarships.

Scholarship/Grant Sources
Federal
government

41%

Colleges

41%

11%

Private
scholarships

7%

State
governments

Federal Financial Aid
The federal government is the source of the
largest percentage of college grants, the vast
majority of which is awarded through the Pell
Grant program. Currently, the maximum Pell
Grant award is $6,095. Students eligible for
this full grant have adjusted gross family
incomes of $25,000 or less.

< $25,000

income qualifies for full

$6,095

For current school year
Low-middle income families eligible

State University Aid

All states have aid programs, but they vary in what they offer. Some states dispense
financial assistance based on financial needs, others based on merit, GPA, and
standardized test scores. To gather specific information for your state, visit the National
Association of Student Financial Aid Administrators website.

Private Scholarships

Outside awards that are offered by foundations, charities, companies, and civic groups.
Competition for nationally known private scholarships is fierce. Gather information on local
scholarships through school counselors, libraries, parent workplaces, or in local papers.
Things to Know:
Private scholarships may reduce a student’s financial aid package.
Scholarship search engines are mediocre.
Local scholarships usually aren’t in databases.

Identify Scholarships at Cappex.com:
Honors Scholarship

$14,000

Music Scholarship

$3,000 - $5,000

Presidential Scholarship

$18,000

Robbins Eagle Scout/
Gold Award Scholarship

$3,000

Scholarships for National Merit
Scholar Designees

$20,000

Science Scholarship

$3,000

Schools will routinely provide merit scholarships to their accepted
students automatically. All students have to do is fill out the
admission applications to qualify. Cappex does include these
scholarships, but the site will also alert you to institutional awards
that can require a separate application to win.
Schools award these scholarships for such talents as leadership,
volunteerism, or separate scholarships for specific majors such as
philosophy, physics, or nursing.

Schools with best financial aid are often elite.
Schools With High College Rankings Give Little or No Merit Aid.

Harvard

Swarthmore

Haverford

Pomona

Wellesley

Brown

Dartmouth

Reed

Williams

CalTech

Princeton

Penn

The schools that offer the most generous need-based aid are among the most highly ranked by
U.S. News & World Report. These schools tend to have large endowments and they also attract a
lot of students who pay full price so they can afford to offer generous packages to those who
need help.
Students requiring financial assistance, who get into schools like these have essentially won an
education lottery. Of course, these schools are among the hardest to get into.
On the other hand, the schools on this slide don’t give merit aid to students who don’t qualify
for financial need. They don’t have to because there are plenty of high-income students whose
parents will pay full price.

Schools Offering Small
Merit Scholarships
Include:
University of Northwestern
Johns Hopkins University
Carleton College
University of Notre Dame
Boston College
Wellesley College
Bowdoin College

Throw a Wider Net
Don’t just look at research
universities. Check out colleges
and master’s level universities.
Colleges provide nearly all
students (91%) with a discount.
Master’s-level universities
provide 86% of students
with a discount.
Research universities:
68% get discounts.

Athletic Scholarships

Approximately 2% of high school seniors win sports
scholarships every year.

Athletic scholarships are typically not as generous as financial aid or merit
scholarships.
Men’s football

Woman’s track

1,000,000

Track
scholarship

10,710

600,000

Division I Chance

2.4%

1.7%

Number of
players

5,832

Great Source for Athletic Scholarship odds: ScholarshipStats.com
Jocks have 40% greater chance of admission at Ivy League

NCAA “head count”
sports – the best
chance for a full-ride
athletic scholarship
Football
Men’s and women’s basketball
Women’s volleyball
Women’s gymnastics
Women’s tennis
All other sports are “equivalency”
sports.

5th Cost-Cutting Idea

Research the generosity of colleges

Check the College Board’s website.

Type in the school name and click on the Paying link. You will see the
school’s price tag. Then click on the Financial Aid by the Numbers link.

Financial Aid by the Numbers example:
Excellent need-based aid: Yale University
•
•
•

Yale meets 100% of financial need and the full need of 100% of its undergraduates.
Yale’s average need-based award is $54,568, which is high.
This also shows that Yale does not give merit scholarships, meaning that a wealthy family with a high
EFC will pay full price for Yale.

th
6

Cost-Cutting Idea

Check four-year graduation rates
Parents assume that their children will
graduate in four years, but this usually
doesn’t happen. According to federal
statistics, the four-year grad rate for private
colleges and universities is 53% and 33%
for state schools.

You can find four-year grad rates at the
College Completion website.

Check Four-Year Grad Rate
It’s always important to check the four-year grad rates. There can be
significant differences among the same type of schools. So always check!

University

Rate

University

Rate

U. of Notre Dame

90%

Carleton College

90%

Washington U. St. Louis

88%

U. of Wisconsin

55%

Harvard U.

87%

ULCA

69%

Indiana University

58%

U. Of Arizona

40%

Vanderbilt University

87%

Baylor University

57%

U. Of Colorado

44%

San Jose State

8%

Questions?
Clelan and Company
210 Grandview Avenue, Suite 101, Camp Hill, PA 17011
www.clelan.com
financialpro@clelan.com
(717) 761-4633
Securities offered through Registered Representatives of Cetera Advisor Networks LLC, member FINRA/SIPC, a broker/dealer and Registered Investment
Adviser. Cetera is under separate ownership from any other named entity. Advisory Services and Financial Planning offered through Vicus Capital, Inc., a
Federally Registered Investment Advisor.
Investors should consider the investment objectives, risks, charges and expenses associated with municipal fund securities before investing. This information
is found in the issuer's official statement and should be read carefully before investing.
Investors should also consider whether the investor's or beneficiary's home state offers any state tax or other benefits available only from that state's 529
Plan. Any state-based benefit should be one of many appropriately weighted factors in making an investment decision. The investor should consult their
financial or tax advisor before investing in any state's 529 Plan.

