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College Affordability

Latino students leverage cost-saving measures to make college more affordable (e.g., working while enrolled,
enrolling part-time, mixing their enroliment, etc.), and they balance many financial decisions when pursuing a
college education—supporting their families, covering transportation costs, and weighing the opportunity cost of
lost wages. Policy solutions and institutional practices must reduce prices and other financial barriers to ensure
students can earn a degree without incurring unmanageable debt. We prioritize:

e Increasing Transparent Financial Literacy: Expanding efforts by states, institutions, and other key actors
to provide resources and tools so that students and families fully understand the real costs of college and
the financial resources available to them.

e Fostering Low-Debt Education: Advocating for policies that prioritize need-based grants over loans and
include basic needs—such as childcare, food, transportation and housing—within the true cost of
attendance.

e Lowering the Price of Education: Supporting and incentivizing institutions to lower prices and contain
costs to students while investing in academic excellence.

How can policy help Latino, and all, students afford a degree?

1. Incentivize FAFSA completion to increase access to financial aid.
Policies like mandatory FAFSA completion have demonstrated positive impacts for Latino students. In
Texas, early evidence indicated that the mandatory policy led to increases (62% to 73%) in FAFSA
applications during the 2021-22 school year across the board, with students living in poverty and Latino
students seeing the largest increases. This is particularly impactful for the Latino community since they
make up 40 percent of the Texas population.? With the same statewide percentage of Latinos (40%),
California, which implemented mandatory FAFSA completion in 2021, ranks among the highest in FAFSA
completion (65%). Louisiana, where six percent of the population is Latino, was the first state to implement
such a requirement. The state effectively closed the gap in FAFSA completion between "low-income" and
"high-income" school districts—with disparate districts now having nearly equal completion rates.?*

In recent years, there has been a push by states to increase FAFSA completion so more students receive
financial aid. A notable policy to address this is “Mandatory FAFSA” which looks different in various states.
For example, Texas passed a new performance-based funding policy that offers a financial incentive to
schools to maximize FAFSA completion. California mandates that school districts, charter schools, and
county offices of education require high school seniors to complete the FAFSA, or parents and students
over age 18 can complete an opt-out form.> Lastly, until recently, Louisiana required high school seniors
either complete the FAFSA in order to graduate or submit an opt-out waiver.®

The rising cost of college has become a significant concern for many students to access higher education.
For many Latino students, the cost of attending college poses a major barrier to continuing their education.
Financial aid is crucial as Latinos’ average family income is significantly lower than most racial/ethnic
groups. Latino students’ average family income ($65,221) is lower than Whites’ ($129,431), all students’
($104,479), and Asians’ ($104,184).”

In addition, many first-generation and low-income students are impacted by limited access to information
about funding. Latinos are more likely to be first-generation college students (51%) than other racial/ethnic
groups.® This presents a challenge to navigating the financial aid process. In fact, 34 percent of Latino
students did not complete the Free Application for Federal Student Aid (FAFSA) because they or their
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family did not have enough information about how to complete it, compared to 18 percent of White
students.® FAFSA is an important step to receive financial assistance. However, each year, many students
who are eligible for aid do not complete the FAFSA, leaving on average $2,297 in federal and institutional
grant aid unused.® Incentivizing states to mandate FAFSA completion and provide resources to their
students and their families during the application process could increase federal aid for Latino, and all,
students.

2. Reduce unmet financial need to pay for college by including basic needs in financial aid
calculations.
The cost of attending an institution of higher education includes more than just the price of tuition and fees,
especially for post-traditional students (who are low-income, often attending part-time, caring for
dependents while enrolled, and/or transferring institutions).” For example, over half of Latina students are
also caring for dependent children, and a majority of Latino adults work more than 30 hours per week and
are more likely to enroll part-time to make college more affordable.?

Data show that Latino students have unmet basic needs that are not covered through current financial aid,
creating a barrier to college access, retention, and completion. For example, 25 percent of Latino students
report experiencing food insecurity, and approximately eight percent report experiencing homelessness.'
Additionally, Latino students list “transportation issues” as a reason for leaving their college program at a
rate that is 19 percent higher than non-Latinos.™ Providing basic needs and security to Latino, and all,
students is crucial to their learning and success.

Latino students face a large gap in unmet need (Unmet Need = Cost of Attendance (COA) - Expected
Family Contribution (EFC) - Grants and Scholarships). On average, after grants and scholarships, Latino
students still have $6,352 in unmet need, compared to their White peers, whose full cost of attendance is
covered.™ These are high out-of-pocket expenses, particularly for Latino students whose average family
income is significantly lower ($65,221) than White students ($129,431).'® Additionally, these financial
barriers are most evident for low-income students, as they would need to contribute nearly 150 percent of
their household income to cover the cost of attending college full-time, even after grants and scholarships."”
Even further, Latino students are less likely to accept federal loans than other racial groups (except Asians)
to pay for college. Thus, federal grants and scholarships should cover this unmet need so that college is
affordable for Latino students.

America’s economy depends on an educated workforce, and Latinos’ labor force participation over the next
decade is expected to increase. Thus, the education of Latinos is critical for the U.S. to meet its workforce
demands. However, if college continues to be unaffordable, students will not attend. To ensure a skilled
workforce, we must make college affordable for Latino, and all, students.
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3. Strengthen the Pell Grant and make it a fully mandatory program.
Latinos are already active participants in the Pell Grant program, and strengthening the amount can make
postsecondary education more affordable for them. Excelencia’s research using federal data has found that
Latinos are more likely to receive a Pell Grant (49%) compared to state aid (30%), federal loans (29%), or
institutional aid (23%)."® Latinos receive a larger average Pell Grant than their peers ($4,246 vs. $4,120 for
all).’ At institutions in Excelencia in Action (E-Action) network and Seal of Excelencia certified institutions,
students are more likely to receive Pell Grants (39% and 43%, respectively) compared to 35 percent
nationally.

The current maximum Pell Grant award is far from enough to cover the full cost of college. When the Pell
Grant was first established, the maximum amount covered the majority of a student’s cost of
attendance.?'?? Today, the maximum ($7,395) only covers about a quarter of college costs; Latinos receive,
on average, 69 percent of the maximum amount, leaving them with steep costs to cover.?*#* Additionally,
Pell Grants are currently subject to annual renewals of funding from Congress (discretionary) instead of
guaranteed annual funding, like Social Security (mandatory). Making the Pell Grant a fully mandatory
program guarantees students receive their funds.

4. Revise the Federal Work-Study distribution formula to more strategically support students with
high financial need, reduce administrative burdens to program participation, and increase funding
for the program.

As students prepare for a continually changing workforce, the Federal Work-Study (FWS) program can
help Latino students access experiential learning opportunities, like internships. It also supports students’
ability to access on-campus resources, which can increase retention and completion. However, Latinos'
access to the program is limited because of its setup, but addressing the formula, administrative burdens,
and increasing funding can improve access.

First, Federal Work-Study is allocated based on a formula that prioritizes an institution’s previous
participation in the program, a disadvantage for institutions where Latinos enroll. The formula’s Base
Guarantee ensures institutions in the program in 1999 receive the same amount each year. Over half
(51%) of FWS recipients are at private four-year institutions.?> Fewer funds are distributed to institutions
that have a higher concentration of low-income and Latino students, such as community colleges.
Currently, only four percent of Latinos receive Federal Work-Study aid.?

Second, administrative hurdles to FWS participation can make it difficult for the institutions where Latinos
enroll to participate. Colleges must match the amount they receive—or apply for a waiver—and cover the
administrative costs of the program.?’

Third, funding levels for FWS have remained stagnant over the last decade, despite increased student
enroliment, particularly among Latino students. Currently, about $2,340 is allocated per FWS participant.?®
Without additional funding, the institutions where Latinos enroll are unable to access FWS, limiting Latinos’
participation.
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