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ABSTRACT 

SHANNON CHANCELLOR MCGHEE 
FINANCIAL AID, PERSISTENCE, AND THE STATUS OF THE UNDER-
REPRESENTED IN HIGHER EDUCATION 
Under the direction of DR. EDWARD BOUIE 

Federal and state governments make a tremendous investment in the financing of 

higher education. Considering this investment, it is critical that there be a better 

understanding of exactly how financial aid programs are related to persistence and degree 

attainment, especially among the groups these programs were created to serve. The 

purpose of the current research was to examine the relationships between federal and 

state financial aid programs, persistence, and degree attainment among African-

American, Hispanic, and low-income students. 

Longitudinal data provided by the National Center for Education Statistics were 

analyzed using an ex post facto research design. The Beginning Postsecondary Students 

Survey served as the source for the longitudinal data, and these data were analyzed using 

descriptive statistics and logistic regression. The federal financial aid programs of 

interest were the Pell Grant and Stafford Loan programs. The state financial aid 

programs of interest were broad merit-based financial aid programs. The findings 

suggest that Pell Grant funding, subsidized Stafford Loans, and state merit-based 

financial aid were most often predictive of persistence among African-American, 

xiii 



Hispanic, and low-income students. Subsidized Stafford Loan funding was the best 

predictor of degree attainment among these students. 

The findings from the current research could prove helpful for legislators as well 

as university administrators. It is important for legislators to know which federal and 

state financial aid programs are most often associated with persistence and degree 

attainment among under-represented students so that continued funding can be allocated 

towards these programs. Additionally, as university administrators attempt to diversify 

their student populations, these findings should prove helpful in identifying those 

financial aid programs that will promote persistence and attainment among African-

American, Hispanic, and low-income students. 

xiv 



CHAPTER 1 

INTRODUCTION 

There have been contentions over the past 50 years regarding whether or not post-

secondary education represents a private benefit or a public good. Those who believe 

that education only represents a private benefit feel that the costs associated with 

attending college should be the burden and responsibility of the individual (Linsley, 

1997). On the other hand, those who view post-secondary education as a public good 

feel that society, as a whole, benefits from a more educated population and that society 

should promote programs that aid students and their parents in affording the costs of 

pursuing higher education (Chen & DesJardins, 2008). Thus, advocates of the 'public 

good' ideology believe that students should have the opportunity to attend college, if they 

so choose, despite their family's inability to pay (Linsley, 1997; Chen & DesJardins, 

2008). This ideology has resulted in federal and state initiatives that have provided the 

framework for student financial aid programs, which began in the 1960s (Linsley, 1997). 

In the early 1960s, federally funded financial aid programs primarily consisted of 

National Defense Student Loans (NDSLs), which represented one of very few options for 

financing post-secondary education (Paulsen & Smart, 2001). The Higher Education Act 

of 1965 was passed by the United States Congress causing the scope of federal financial 

aid programs to change drastically. As a result of those changes, students were provided 

with several post-secondary funding options. Specifically, in addition to the NDSL 
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program, the College Work Study (CWS) Program, the Guaranteed Student Loan (GSL) 

Program, and the Educational Opportunity Grants Program were established (Paulsen & 

Smart, 2001). The GSL Program would later be known as the Stafford Loan Program 

and the Educational Opportunity Grants Program would later be renamed the 

Supplemental Educational Opportunity Grants (SEOG) Program, which continues to 

provide a substantial portion of the federal funding available to students today (Paulsen & 

Smart, 2001). Beginning in 1972, the Basic Educational Opportunity Grants (BEOG) 

Program was established by Congress, and would later be renamed the Federal Pell Grant 

Program (Paulsen & Smart, 2001). 

These federal financial aid programs grew tremendously in the 1970s, slowed to 

some extent in the 1980s, but later regained strength through the end of the 1990's 

(Paulsen & Smart, 2001). However, over the years, the funding provided by these 

programs has been outpaced by the soaring costs of higher education. Consequently, 

these programs are no longer sufficient in providing adequate financial resources to 

students who are financially unable to afford the costs of attending college (Paulsen & 

Smart, 2001). Because past research conducted by Chen and DesJardins (2010), 

Cornwell and Mustard (2002), DesJardins, Ahlburg, and McCall (2002), Henry, 

Rubenstein and Bugler (2004), and St. John, Paulsen, and Carter (2005) has demonstrated 

a relationship between financial aid availability and college enrollment and persistence, it 

becomes even more important to determine exactly how these federal financial aid 

programs promote persistence among students who pursue post-secondary education. 
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The Impact of Financial Aid on Persistence 

Establishing the relationship between financial aid provided by state governments, 

federal governments, and institutions of higher education and its subsequent impact on 

persistence is difficult and complex (St. John, 2000). However, some studies (Chen & 

DesJardins, 2008; Ishitani & DesJardins, 2003; St. John et al., 2005) have concluded that 

financial aid is related to persistence, but the impact varies depending on variables such 

as race, socio-economic status, the amount of funding, as well as the type of funding 

available. 

Because college attendance costs have steadily risen in recent years, and the 

financial aid available through the federal and state governments has not kept pace with 

these rising costs, students have become significantly more sensitive and responsive to 

the costs associated with attending college (Altbach, Berdahl, & Gumport, 2005). 

However, the changes in financial aid availability and college affordability have had 

differential impacts on students from dissimilar backgrounds. The type of financial aid 

available influences a student's decision regarding enrollment differently depending on 

the economic status of the student's family (Chen & DesJardins, 2008; St. John, 1990a). 

Low-income students are not attracted by the offer of student loans as part of their 

financial aid package (St. John, 1990a). On the other hand, students from middle-class 

households are more easily attracted by the offer of student loans in the initial enrollment 

process (St. John, 1990a). In other words, when middle-class students initially enroll, 

they do not have issue with taking out student loans to finance their education. However, 
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although loans may initially seem attractive to these students, as they progress through 

college, loans are viewed more negatively and can adversely impact persistence in later 

years (DesJardins, Ahlburg, & McCall, 2001). When student loans are replaced by 

scholarships, persistence rates among these students subsequently improve (DesJardins et 

al., 2001). Financial aid and college costs actually account for more of the variance 

associated with persistence than do variables associated with campus life or student 

achievement (St. John, Paulsen, & Starkey, 1996). 

In summary, there are several issues that need to be considered when examining 

the impact of financial aid on persistence. First, the financial aid currently available to 

students is inadequate to cover the actual costs associated with attendance for many 

students (Chen & DesJardins, 2008; Chen & DesJardins, 2010; DesJardins et al., 2001). 

Secondly, financial aid is positively associated with persistence, such that as the amount 

of financial aid a student receives increases, the likelihood of persistence also increases; 

although there is variation in these findings based on the race and socio-economic status 

of the student as well as the type of financial aid received (Chen & DesJardins, 2008; 

Chen & DesJardins, 2010; Hu & St. John, 2001; St. John, 1990b; St. John, Kirshtein, & 

Noell, 1991). Lastly, students are not oblivious to the costs associated with attending 

college, and they know their own financial constraints; therefore, they consider the costs 

and their family's ability to pay when choosing a college and deciding whether or not to 

remain enrolled (St. John, Cabrera, Nora, & Asker, 2000). Consequently, university 

administrators and legislators could benefit from knowledge of these challenges and 
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implement programs that more adequately meet the financial needs of students and 

ensure they have the financial resources to enroll and persist. Because the relationship 

between financial aid and persistence is dynamic and changes based on the economic 

climate at any given time, additional research is necessary to determine how persistence 

can be impacted by financial aid within the current economic climate of the United 

States. Furthermore, since past research has demonstrated that students are impacted 

differently by financial aid based on their race and their family's economic status, 

additional research is also needed to determine whether or not these group differences 

continue to impact responsiveness to financial aid as well as persistence. 

The Birth of State Merit Aid Programs 

In response to the State Student Incentive Grant Program, which was an extension 

of the Title IV student aid programs in the Higher Education Act of 1965, many states 

began creating scholarship and grant programs to increase access for low-income 

students (Heller, 2002). These financial aid programs used financial need as the 

qualifying criterion in hopes that students would be able to attend the college of their 

choice without being hindered by the financial constraints of their families (Heller, 2002). 

Over the years, however, there has been a change in the targeted population for these 

state funds and the use of financial need in determining eligibility for these programs 

began to wane (Heller, 2002). Since that time, merit has replaced need as the primary 

criterion for awarding state scholarship and grant funds, with merit either being 

determined by a student's academic performance in high school, as measured by grade 
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point average or by standardized test scores such as the SAT or ACT, or in some cases, 

both (Heller, 2002). Between 1991 and 2001 the relative amount of merit-based financial 

aid awarded by the states increased from 11% to 24% (Heller, 2002). Brown (2007) 

suggests that this increase in merit-based financial aid may result in decreased financial 

aid availability for low-income students who are most in need of funding and resources to 

pursue post-secondary education. 

Merit-based financial aid programs implemented at the state level have been 

shown to result in increased college enrollment (Cornwell & Mustard, 2002; Cornwell, 

Mustard, & Sridhar, 2002). However, the literature is much more limited in the 

examination of the persistence rates of students who receive these funds. Additionally, 

virtually no research has been conducted specifically examining persistence and degree 

attainment among African-American, Hispanic, and low-income students who participate 

in these merit programs. The research that has been conducted to date (Binder, 

Ganderton, & Hutchens, 2000; Cornwell & Mustard, 2006; Henry et al., 2004), although 

sparse, has examined persistence among students who received these merit-based funds; 

however, there was no specific focus on African-American, Hispanic, and low-income 

students as compared to White students. Cornwell and Mustard (2002) examined 

persistence rates for first year students within the University System of Georgia as well as 

six-year graduation rates before and after the implementation of Georgia's merit-based 

scholarship program, Helping Outstanding Pupils Educationally (HOPE). These 

researchers indicated there were substantial gains in freshman persistence rates following 
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the initiation of HOPE (73% - 75% prior to HOPE, 80% after HOPE), and six-year 

graduation rates also increased from around 63% prior to HOPE to 73% after the 

implementation of the HOPE Scholarship Program. Nevertheless, these data are very 

generic in nature and do not include any information specific to the groups in question 

(African-American, Hispanics, and low-income students). Consequently, it is impossible 

to know how persistence and graduation rates changed among these populations as a 

result of merit-based programs like the HOPE Scholarship Program, which demonstrates 

a need for additional research in this area. 

Statement of the Problem 

The Vice President of the American Institute for Research, reports that 30 percent 

of students who begin college during the fall of this year will not return to that college the 

following year (Schneider, 2010). Furthermore, only 60 percent of students will actually 

graduate from college within six years (Schneider, 2010). While these figures indicate a 

negative trend in college persistence, they are also indicative of a trend in which billions 

of dollars of federal and state funds earmarked for higher education are spent on students 

who do not graduate or even return to complete a second year (Schneider, 2010). 

Specifically, during the past five years (2005 - 2009), the federal government has 

provided approximately $1.5 billion in financial aid to students who did not persist 

through their second year, while states have provided over $1.4 billion to students who 

dropped-out after their first year (Schneider, 2010). 
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Considering the level of spending by both federal and state governments in 

funding higher education for students who do not graduate, gaining a better 

understanding of the relationship between financial aid, persistence, and likelihood of 

degree attainment, especially among under-represented groups, will make a meaningful 

contribution to the existing literature. Researchers have previously examined the 

relationship between financial aid programs and persistence and determined that financial 

aid does indeed have an impact on persistence and likelihood of graduation (Alon, 2005; 

Chen & DesJardins, 2008; Ishitani & DesJardins, 2003; Strater, 2009). However, 

research focused on low-income students and minorities, for whom most federal and state 

financial aid programs were originally created is scant. Consequently, it is unclear 

whether or not federal and state financial aid programs actually promote persistence and 

improve the likelihood of degree attainment among these groups. 

Theoretical Framework 

In the early works of Karl Marx, Social Reproduction Theory was introduced as a 

means for describing the division of labor, and was later expanded upon by Bowles and 

Gintis in 1976. Social Reproduction Theory is the idea that the social structure of 

society, which is introduced by the dominant class in that society, is also perpetuated by 

that class and various institutions within that society (Hogan, 1982). Essentially, one's 

social class dictates his or her station in society, and this station then determines how far 

that person can progress within that society. Pierre Bourdieu further expounded on the 

theory by adding the concept of capital in describing how social reproduction actually 



happens. The idea of capital is used to describe resources and rewards through which 

individuals are able to competitively grapple for social status (Vryonides, 2007). The 

three forms of capital that make up Bordieu's theory are economic capital, social capital, 

and cultural capital (Vryonides, 2007). Economic capital is money, property, assets, or 

any other material goods that have monetary value (Vryonides, 2007). Social capital can 

be explained as social connections and networks that provide access to coveted social 

opportunities and commodities (Vryonides, 2007). Cultural capital is knowledge 

provided by one's family and within the home environment that enables an individual to 

understand and seek out opportunities and benefits available only to the dominant culture 

(Pedersen, 1996). It is posited by Bourdieu that cultural capital also affords educational 

benefits and opportunities that are not available to those who do not possess such capital 

(Bourdieu, 1973). 

Although there are several dimensions to Social Reproduction Theory and its 

impact on the social structure of society, the focus of this study will be limited to cultural 

capital and how, through educational institutions, it reproduces the structure of power 

within society and the symbolic relationship between the classes within society 

(Bourdieu, 1973). In order to begin a discussion regarding power and hierarchical 

influence among classes, it is important to acknowledge that educational institutions 

contribute to these structural dynamics (Bourdieu, 1973). There have often been 

questions regarding the structure and transmission of power and privileges among the 

elite, and one of the most transparent ways that this power and entitlement is transferred 
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is through the educational system because of its inherent ability to reproduce the structure 

of class relations (Bourdieu, 1973). In other words, according to Bourdieu, the 

educational system serves as a replication agent for the social stratification of classes 

according to the amount of cultural capital possessed by the members of the classes. 

There are two concepts that make up the overall idea of cultural capital: cultural 

wealth and cultural heritage. Cultural wealth is passed down from generation to 

generation and consists of experiences, networks, and connections with dominant 

members of society, which enables individuals to be able to understand the codes 

associated with the dominant class (Bourdieu, 1973). This understanding then enables 

these individuals to be able to take advantage of opportunities that are supposedly 

available to everyone, but in actuality are only available to those who have the capacity to 

know and understand the code (Bourdieu, 1973). Cultural heritage, on the other hand, is 

transmitted by teaching within families as well as through the teaching methods in 

schools. Although individuals within society would view cultural heritage as something 

that everyone has equal access to, indeed, only those with cultural wealth will have the 

capacity to benefit from cultural heritage with the pedagogical techniques being used in 

schools (Bourdieu, 1973). The expectation is that students will possess cultural 

competence as associated with the dominant culture, but students from families who are 

not a part of the dominant culture or class will not have the exposure necessary to 

develop this cultural competence (Bourdieu, 1973). The pedagogical techniques used in 

schools necessitate a familiarity with the dominant culture. Therefore information and 
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training is only offered to those who understand the dominant culture and are 

subsequently predisposed to the conditions for success and opportunities within the 

dominant culture (Bourdieu, 1973). As individuals move farther from the dominant 

culture in the class hierarchy, they become less likely to gain anything from the 

educational experience (Bourdieu, 1973). In essence, these social hierarchies within the 

school system are made to appear to represent a stratification based on gifts, merit, or 

abilities among students. However, in actuality, these hierarchies are solely based on 

social class and are designed to perpetuate the social order that permits the dominant 

class to remain in power (Bourdieu, 1973). The educational system is therefore able to 

ensure reproduction of the structure of the society by means of cultural capital and those 

from underprivileged classes are relegated to lower educational streams or do not remain 

enrolled at all because of the non-existent teaching strategies which exclude the majority 

of recipients from the intended message (Bourdieu, 1973). 

Social Reproduction Theory could offer an explanation for how and why financial 

aid programs implemented at the federal and state levels, originally created to ensure 

educational opportunity for all students, consistently fail to reach the most underserved 

groups, African-American, Hispanic, and low-income students (Farrell, 2004; Heller, 

2002; Hu & St. John, 2001). Social Reproduction theorists suggest that although these 

financial aid programs seemingly offer opportunity to all students, especially those 

considered underrepresented, these programs may actually result in the exclusion of some 

populations, especially those most dissimilar from the dominant class (Bourdieu, 1973; 



van de Werfhorst, 2009). Additionally, the shift away from need-based financial aid to 

aid that is based on merit is an example of how financial aid programs may be 

fundamentally created to benefit students from higher social classes. Early on, students 

from higher social classes would have been exposed to better educational opportunities 

(Brown, 2007). These coveted educational opportunities would then result in increased 

cultural heritage, which, as described earlier, is one form of cultural capital. Increased 

cultural heritage results in students being exposed to more rigorous teaching activities, 

which would likely result in improved academic performance later on (Brown, 2007). 

Consequently it would be accurate to conclude that students from higher social classes 

would be the most likely to receive and benefit from merit-based financial aid programs. 

It is therefore plausible that the current federal and state financial aid programs may be 

contrived in such a way that those within the higher social classes in American society 

are the intended beneficiaries of these programs, although the programs are advertised to 

provide improved access and opportunity for all groups. Ergo, one of the goals of the 

current research will be to determine whether or not Social Reproduction Theory may 

offer explanation for the distribution of financial aid across various cultural groups and 

varying levels of socio-economic status. 

Purpose of the Study 

The purpose of the current research will be to examine trends in federally-funded 

financial aid programs as well as state merit-based financial aid programs to determine 

the relationship between financial aid, persistence, and likelihood of degree attainment 
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among under-represented groups. For the purposes of the current research, under-

represented groups are defined as African-American, Hispanic, and low-income students. 

A preponderance of past research has identified these groups as having lower persistence 

and graduation rates, as compared to White students (Chen & DesJardins, 2008; 

DesJardins et al., 2002; Johnson, 2006; Wessel, Bell, McPherson, Costello, & Jones, 

2007). 

Significance of the Study 

Federal and State governments invest billions of dollars in financial aid programs 

each year, so whether or not these programs actually benefit the populations they were 

originally created to serve should be a concern for legislators, university administrators, 

and the public as well. Additionally, for those who enroll in college, it is especially 

important to know whether or not the financial aid programs currently available through 

the federal and state governments promote year-to-year persistence and improve the 

likelihood of timely degree attainment. 

The results of this study would assist legislators in implementing policies and 

legislation that could improve current financial aid programs and ensure that adequate 

financial support is provided to under-represented students throughout their post-

secondary education journey. Additionally, university administrators would benefit from 

this information as they could then be more responsive to changes that decrease the 

likelihood that African-American, Hispanic, and low-income students will be financially 

able to enroll and persist at their institution. 
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Research Questions 

The following research questions will be examined in this study: 

1. To what extent does the amount of Federal Pell Grant funding that African-

American and Hispanic students receive predict their year-to-year persistence 

and degree attainment (within six years)? 

2. To what extent does the amount of need-based subsidized Stafford Loans that 

African-American, Hispanic, and low-income students receive predict their 

year-to-year persistence and degree attainment (within six years)? 

3. To what extent does the amount of non need-based unsubsidized Stafford 

Loans that African-American, Hispanic, and low-income students receive 

predict their year-to-year persistence and degree attainment (within six years)? 

4. What are the demographic characteristics of students who receive merit-based 

financial aid offered at the state level? 

5. Among African-American, Hispanic, and low-income students, to what extent 

does merit-based financial aid offered at the state level predict their degree 

attainment (within six years)? 

6. Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized 

Stafford Loans, and state merit-based financial aid, which is the best predictor 

of year-to-year persistence and degree attainment (within six years) among 

African-American, Hispanic, and low-income students? 
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Design & Methodology 

The current research involves the investigation of possible relationships between 

financial aid, persistence, and degree attainment among African-American, Hispanic and 

low-income students. Longitudinal data will be analyzed retrospectively and the 

researcher will not be able to manipulate the variables of interest to study the 

relationships directly, thus an ex post facto research method will be used. Because this 

design lacks random assignment and the manipulation of variables, no attempt will be 

made to establish a causal relationship. Instead, an effort will be made to determine the 

type of relationship that exists between the variables of interest and to examine the 

predictive nature of these variables. 

The National Center for Education Statistics (NCES) is the principal federal 

organization charged with collecting, analyzing, and reporting information regarding the 

system of education in the United States and select nations (U.S. Department of 

Education, 2009). The survey of interest here, furnished by NCES, is the Beginning 

Postsecondary Students Longitudinal Study (BPS). This nationally representative survey 

contains information regarding persistence, attrition, and degree attainment among 

students enrolled in colleges and universities throughout the United States. The National 

Postsecondary Student Aid Study (NPSAS) addresses how students and their families pay 

for post-secondary education and includes information regarding the type and amount of 

financial aid received by students. Since the sample of first-year students for the 

Beginning Postsecondary Students Longitudinal Study (BPS) is extracted from those 
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students who were eligible for the National Postsecondary Student Aid Study (NPS AS), 

the Beginning Postsecondary Students Longitudinal Study (BPS) also includes extensive 

information regarding how students finance post-secondary education, with some 

financial aid data tracked cumulatively throughout the subsequent years of the survey. 

Data are available for undergraduate and graduate students attending two-year 

institutions, community colleges, four-year colleges, research universities, and 

proprietary institutions. The most recent administration of the Beginning Postsecondary 

Students Longitudinal Study (BPS) began with first-time students who started their post-

secondary education during the 2003-2004 academic year. These students were then 

followed for six years and were surveyed for a second time in 2006 and for the final time 

in 2009. According to the National Center for Education Statistics (NCES), the most 

recent administration of the Beginning Postsecondary Students Longitudinal Study (BPS) 

contains responses from approximately 16,700 students (U.S. Department of Education, 

National Center for Education Statistics, 2011). 

It is anticipated that several statistical analysis techniques will be used to analyze 

the data. In addition to descriptive statistics, it will also be necessary to conduct logistic 

regression analyses to sufficiently address each of the research questions posed. 

Delimitations 

The current research focuses on under-represented groups as identified by 

previous research, which includes African-American, Hispanic, and low-income students. 

The vast majority of past research regarding persistence has identified these groups as the 
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least likely to persist and graduate, as compared to White students. As a result, these 

groups are the primary focus of the current research. However, there are likely other 

groups who too are underrepresented among college graduates, whose data will not be 

examined in the current research. 

Additionally, the federal financial aid programs of interest are the Federal Pell 

Grant Program and the Stafford Loan Program. These two programs represent the largest 

financial investment by the federal government of all federal financial aid programs and 

serve more students than any of the other federal programs currently available; for this 

reason, these two programs will be the only federal financial aid programs included in the 

proposed research. 

Lastly, the sample in the proposed study will be limited to undergraduate students 

attending four-year public, four-year private, and four-year proprietary institutions. 

Students attending two-year institutions will be excluded from the sample. These 

students commonly enroll to take courses to satisfy job requirements, or they sometimes 

enroll to "test the waters" and familiarize themselves with the educational process. In 

either instance, the purpose is not necessarily the pursuit and completion of a degree 

program. As a result, the figures associated with persistence and degree attainment at 

two-year institutions may be skewed, and students attending these institutions will be 

eliminated for this reason. 
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Limitations 

Through the analysis of data from the National Center for Education Statistics 

(NCES) database, great effort is being made to obtain samples that are most 

representative of the population. However, the sample will be limited by the data that are 

available through the NCES databases, which means it is possible that the data set for the 

survey may not be complete. Specifically, data regarding whether or not a student 

received state merit grant funds is only available for the 2003 - 2004 year, so it is not 

possible to know if those students who initially received these grant funds, also received 

them in subsequent years of the study. 

Additionally, the Beginning Postsecondary Students Longitudinal Study (BPS) 

only tracks the enrollment and persistence of students who began post-secondary 

education for the first time during the fall semester/quarter of the 2003-2004 academic 

year. As a result, persistence information for students who began post-secondary 

education prior to or after fall semester/quarter 2003 is not captured by this survey. 

Lastly, the statistical software package provided by the National Center for 

Education Statistics, PowerStats, was used to conduct the statistical analyses. This 

software package does not allow the researcher access to the raw data. Instead, the 

researcher selects the variables of interest and the type of statistical test, and the analyses 

are automatically computed. The analyses and output from PowerStats are comparable to 

what one would expect when conducting analyses in Statistical Software for the Social 

Sciences (SPSS) and SAS software packages. However, the researcher is not able to 



19 

review or screen the raw data, and is limited to only those statistical tests that can be 

conducted with the software package. 

Definitions of Terms 

Cost of Attendance: The total costs of attending college each year. This figure includes 

tuition and fees, room and board, books, supplies, transportation, miscellaneous and 

personal expenses, loan fees, and, if applicable, dependent care (U.S. Department of 

Education, Federal Student Aid, Student Aid Awareness & Applicant Services, 2010). 

Dropouts: Students who leave the higher education system entirely are considered 

dropouts (Chen & DesJardins, 2010). 

Expected Family Contribution (EFC): The EFC is calculated from information reported 

on the Free Application for Student Financial Aid (FAFSA) and includes the family's 

income, assets, size, and the number of family members who will be attending college. 

This figure determines eligibility for need-based financial aid programs (U.S. Department 

of Education et al., 2010). 

Financial Aid: Financial aid is assistance provided to students to aid in covering the costs 

associated with attending college. The different types of financial aid include grants, 

scholarships, loans, and work-study (U.S. Department of Education et al., 2010). 

Graduation Rate: Graduation rate is the proportion of students who graduate from a 

college or university within a specified amount of time. The average graduation rate is 

currently six years. 
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Low-income Students: Low-income students are students who qualify for the Federal 

Pell Grant based on the Free Application for Student Financial Aid (FAFSA) guidelines. 

Merit-based Financial Aid: Merit-based financial aid is a type of aid offered to students 

in the form of a grant or scholarship that does not have to be repaid (Brown, 2007). 

Need-based Financial Aid: Need based financial aid a type of aid offered to students in 

the form of grants or loans that is solely based on a student's need as determined by the 

Free Application for Student Financial Aid (FAFSA) (U.S. Department of Education et 

al., 2010). 

Persistence: Persistence is continuous enrollment from one year to the next without 

interruption. 

Stopouts: Stopouts are students who leave and come back to the institution after some 

period of non-enrollment (Chen & DesJardins, 2010). 

Under-represented Groups/Populations: Under-represented groups/populations are the 

proportion of the population with the lowest likelihood of graduation from college. 

Traditionally this population has been defined as African-American, Hispanic/Latino, and 

low-income students (Chen & DesJardins, 2008; DesJardins et al., 2002; Johnson, 2006; 

Wessel et al., 2007). 

Unmet Need: Unmet need is calculated by subtracting a student's Expected Family 

Contribution (EFC) and all financial aid awarded from the cost of attendance or budget 

(St. John, Andrieu, Oescher, & Starkey, 1994). 
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Summary 

The American Institute for Research reports that during the past five years, 

federal and state governments have spent approximately $2.9 billion through the 

provision of financial aid to students who dropout after the first year (Schneider, 2010). 

Considering the significant spending by federal and state governments, it is critical that 

there be a better understanding of exactly how these financial aid programs are related to 

persistence, and likelihood of degree attainment, especially among the groups these 

programs were created to serve. 

It has been demonstrated in past research that financial aid has an impact on 

persistence and the likelihood of graduation among college-going students. Additionally, 

although financial aid is seemingly available to all students regardless of their race or 

socio-economic status, it appears some programs may inherently favor a particular 

population over another (Farrell, 2004; Heller, 2002; Hu & St. John, 2001). With this in 

mind, it is important to determine how financial aid differentially affects various student 

populations and whether or not some programs may only selectively provide opportunity 

to some, possibly resulting in decreased availability for others. 

Social Reproduction Theory will be offered as an explanation of how and why 

programs that are seemingly created to serve under-represented groups could fail to reach 

these populations. Social Reproduction Theory discusses the ways in which the social 

structure of a society is reproduced by various institutions within that society (Hogan, 

1982). Bourdieu (1973) explains that the amount of cultural capital an individual 
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possesses can influence an individual's capacity to interpret and understand the teachings 

in schools. The educational system represents a mechanism capable of reproducing the 

social structure of a society, and the teachings within the educational system require a 

familiarity with the dominant culture (Bourdieu, 1973). So for those individuals who are 

most dissimilar to the dominant culture, they will not have had the exposure necessary to 

benefit from the knowledge transmitted in schools (Bourdieu, 1973). Consequently these 

individuals will gain very little from the educational system. As specifically related to 

financial aid programs, Social Reproduction theorists would posit that although financial 

aid programs appear to offer the same opportunity to all students, these programs may 

have been inherently designed to exclude some populations, especially those most 

dissimilar from the dominant class (Bourdieu, 1973: van de Werfhorst, 2009). 

The purpose of the current research will be to examine the relationships between 

federal and state financial aid programs, persistence, and degree attainment among under-

represented groups. These groups are defined as African-American, Hispanic, and low-

income students based on past research that has identified these groups as under-

represented among college graduates as compared to White students (Chen & DesJardins, 

2008; DesJardins et al, 2006; Wessel et al., 2007). 

Longitudinal data provided by the National Center for Education Statistics 

(NCES) will be analyzed using descriptive statistics and logistic regression. These 

analyses will be limited to the data for African-American, Hispanic, White, and low-

income students, and the financial aid programs of interest will be the Federal Pell Grant 
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Program, the Stafford Loan Program, and state merit-based financial aid programs. It is 

hopeful that the current research will provide additional information regarding the 

relationships between federal and state financial aid programs, persistence, and degree 

attainment that can be useful in responding to the financial needs of students and working 

to ensure their educational success. 

Overview of Remaining Chapters 

An overview of the history of financial aid programs, the intent of the current 

research, as well as a theoretical framework that may be used to explain the findings has 

been presented here in Chapter 1. Chapter 2 will consist of a comprehensive review of 

the literature regarding the subject matter of interest, Chapter 3 will outline the design 

and methodology of the current study, Chapter 4 will provide a discussion of the results, 

and Chapter 5 will consist of discussion regarding the findings as well as implications for 

policy practice. 



CHAPTER 2 

REVIEW OF THE LITERATURE 

The first section describes the historical context of the federal government's 

involvement in financing higher education. The second section chronicles early research 

conducted on financial aid as related to persistence, while the third section contains more 

recent research conducted on financial aid and persistence. Section four establishes the 

role of merit-based financial aid in the financing of higher education. Section five 

introduces and explains the theoretical framework, and section six summarizes the 

chapter. 

The Role of the Federal Government in Financing Higher Education 

The Constitution of the United States makes no designation regarding the 

responsibility of the federal government in funding higher education. Nevertheless, the 

federal government has assumed a very active role in the financing of higher education 

(Altbach et al., 2005). Funding is provided by the federal government through the 

provision of financial aid directly to students and their families as well as through 

funding provided to colleges and universities for research and development (Altbach et 

al., 2005). Although the federal government provides less than 15% of all college and 

university revenue, it has extended the opportunity to pursue higher education to more of 

the population than any other system of higher education in the world (Altbach et al., 

2005). 

24 
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Originally considered an opportunity reserved only for the elite, beginning in 

1944 the federal government began its commitment to improving access to higher 

education (Altbach et al., 2005). Beginning with the passage of the Servicemen's 

Readjustment Act of 1944, better known as the GI Bill, the federal government made an 

investment in providing assistance to veterans to attend college (Altbach et al., 2005). 

The GI Bill was created in an effort to equalize the career trajectory for those who had 

been away, serving their country, as compared to those who remained and entered the 

workforce (Altbach et al., 2005). Not only did the GI Bill pave the way for thousands of 

veterans to attend college, which was an opportunity they likely would not have had 

otherwise, but it also spawned the idea of offering financial assistance for the non-

military as well (Altbach et al., 2005). This idea was further advanced when Soviets 

successfully launched the first satellite in 1957, after two failed attempts by the United 

States (Altbach et al., 2005). The United States considered itself the world leader in 

space technology and this accomplishment by the Soviet Union prompted the United 

States to pass the National Defense Education Act of 1958 (NDEA), which invested 

billions of dollars into the educational system of the United States. One such way these 

funds were invested was through the provision of National Defense Student Loans 

(NDSLS) for college students. These low-interest loans, which had a debt cancellation 

option for those students who became teachers after graduation, were the federal 

government's first attempt at the extension of financial aid programs (Altbach et al., 

2005). This investment in financial aid programs represented a renewed interest in the 
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advancement of educational priorities in the United States, which was intended to allow 

the United States to regain its position as frontrunner in space technology and educational 

advancement. 

Revolutionary changes in the federal government's commitment to higher 

education would come approximately seven years later when President Lyndon Johnson 

introduced The Great Society (Altbach et al., 2005). The Great Society initiatives, aimed 

at the elimination of poverty and racial injustice, resulted in the passage of the Higher 

Education Act of 1965. Through Title IV of this act, the federal government expressed 

its commitment to expanding post-secondary educational opportunities to needy students 

through grant funds to offset the monies needed, which their families were unable to pay 

(Altbach et al., 2005). These grant funds were provided through the establishment of the 

Educational Opportunity Grant Program as well as through the College Work Study 

Program (CWS). The latter program was enacted to allow needy students to work and 

earn money to contribute towards their college expenses while subsidizing the 

employment expense for the institution (Altbach et al., 2005). Following the passage of 

the Higher Education Act of 1965, the NDSL Program was broadened, and the 

Guaranteed Student Loan Program (GSL) was introduced. Several years later in 1972, 

Congress established the Basic Educational Opportunity Grants Program (BEOG), which 

provided additional grant funds directly to needy students based on the income of their 

parents (Paulsen & Smart, 2001). The GSL Program would later become known as the 

Stafford Loan Program, the BEOG Program would later become the Pell Grant Program, 
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and the Educational Opportunity Grant Program would later be known as the 

Supplemental Educational Opportunity Grants Program (SEOG). 

In 1978 Congress passed the Middle Income Student Assistance Act (MISAA) in 

an effort to address concerns regarding the focus on needy students (Paulsen & Smart, 

2001). With the passage of this act, an effort was made to offer some compromise 

between the exclusivity of need-based financial aid and other approaches for groups aside 

from the needy (Paulsen & Smart, 2001). The passage of this act resulted in expanded 

access for middle and high income students and their families through the use of a more 

flexible definition of financial need, which resulted in students from middle-income 

families gaining participation in the Pell Grant Program and elimination of the income 

restriction for the Stafford Loan Program (Paulsen & Smart, 2001). Essentially, these 

changes resulted in a definition of need that could be applied to any student, which meant 

even students from the wealthiest families could gain eligibility for federal financial aid 

(Paulsen & Smart, 2001). 

Despite the federal government's significant investment in the financing of higher 

education, there are criticisms regarding the traditions that have governed the federal 

government's role and the decision-making processes that impact funding allocations as 

related to the administration of financial aid programs (Paulsen & Smart, 2001). 

Specifically, the federal government is criticized for having disconnected goals. 

Legislation most visibly aimed at improving opportunity for low-income students is 

being replaced by legislation that has been passed to assist students of middle-income 
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families, and provide funding for students who are the most academically competitive 

(Paulsen & Smart, 2001). Federal student aid programs are further characterized by a 

lack of adequate policy development and policy implementation (DeLoughry, 1991; 

Paulsen & Smart, 2001). It is argued that although superficial changes are implemented 

regularly, many federal aid programs require core changes that are often overlooked or 

disregarded (Paulsen & Smart, 2001). Finally, federal student aid programs are described 

as deficient in the establishment of targeted goals with measurable objectives (Paulsen & 

Smart, 2001). Although the overarching goal of federal financial aid programs revolves 

around the idea of providing access to students who would not have been able to afford 

the costs of attending college otherwise, there have not been any metrics used to 

determine whether or not consistent progress is being made towards this goal (Paulsen & 

Smart, 2001). Furthermore, since there has been no established definition of success as 

related to the evaluation of these programs, it becomes nearly impossible to evaluate the 

programs' efficacy. 

Considering the exorbitant funding invested in the creation and perpetuation of 

federal financial aid programs, it is critical that some determination be made regarding 

whether or not these programs are consistently contributing to improved access to higher 

education. In addition, it is of equal importance to evaluate the success of students who 

choose to pursue post-secondary education and take advantage of these programs. 

In accordance with the Higher Education Act of 1965, federal financial aid is 

provided through the Department of Education's Federal Student Aid Division. The 
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primary mission of the office of Federal Student Aid is to provide federal financial 

assistance to all eligible individuals who plan to pursue post-secondary education (U.S. 

Department of Education et al., 2010). The programs administered by Federal Student 

Aid constitute the most comprehensive source of student financial aid in the United 

States and this office awards more than $100 billion in financial aid to approximately 14 

million students each year (U.S. Department of Education et al., 2010). 

In order to qualify for federal financial aid, students and their families must 

complete the Free Application for Federal Student Aid (FAFSA) using the federal tax 

return of both the student and his or her parents, assuming a federal tax return was filed. 

Using the federal tax return as a reference, the student enters information regarding his or 

her income as well as the income of his or her parents. If there was no tax return filed, the 

student is able to complete the FAFSA without this information. The student is required 

to report the income of his or her parents unless the student meets one of several 

conditions outlined by Federal Student Aid to be considered an independent student (see 

Appendix A). Once the FAFSA is completed, the federal processor calculates the 

student's Expected Family Contribution (EFC). The Expected Family Contribution is 

considered a measure of the family's ability to pay for the student's education and 

determines eligibility for need-based financial aid (U. S. Department of Education et al., 

2010). The factors that contribute to the calculation of a student's Expected Family 

Contribution (EFC) include the family's size, income, assets, and the number of family 

members currently enrolled in college (U. S. Department of Education et al., 2010). 
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In general, there are three types of financial aid provided by the federal 

government: grants, loans, and work-study. Grants are financial aid funds that do not 

have to be repaid, loans are funds that a student must borrow and repay with interest, and 

work-study funds are those that the student earns though gainful employment, to 

contribute to his or her educational expenses (U. S. Department of Education et al., 

2010). Although there are several federal student aid programs through which funding is 

provided for post-secondary education, as shown in Appendix B, the focus of the current 

research will be limited to the Federal Pell Grant and Stafford Loan programs 

specifically. 

The Federal Pell Grant Program was established to ensure that students would 

have access to higher education, despite the financial constraints of their families (U. S. 

Department of Education & Federal Student Aid, 2009). Originally, these funds were 

reserved for low-income families; however, over the years, through the program's 

expansion, middle-income families are also able to take advantage of this funding to 

defray the costs of pursuing education beyond high school (U. S. Department of 

Education & Federal Student Aid, 2009). A student's Expected Family Contribution 

(EFC) determines whether or not he or she can qualify for the Federal Pell Grant, and this 

figure also determines the yearly amount the student is eligible to receive (U. S. 

Department of Education & Federal Student Aid, 2009). For the 2010-2011 year, the Pell 

Grant award ranges from $5,550 for students with an Expected Family Contribution 

(EFC) of $0 to $1,176 for students with an Expected Family Contribution (EFC) of 
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$4,617. Those students with an Expected Family Contribution (EFC) that exceeds 

$4,617 are considered ineligible for the Federal Pell Grant. Although there are other 

federal programs that are based on a student's need, the Federal Pell Grant Program is 

considered the largest need-based program offered by the federal government and 

approximately $18.4 billion in Pell Grant funds were disbursed to 6.2 million students 

during fiscal year 2009 (U. S. Department of Education & Federal Student Aid, 2009). 

Stafford Loans, unlike grants, are funds that have to be repaid, with interest, to the 

U. S. Department of Education. In years past, students had the option of requesting loan 

funds directly from the U. S. Department of Education, which are known as Direct 

Stafford Loans, or students could obtain Federal Family Educational Loans (FFEL), 

which are also guaranteed by the federal government but are provided by private lenders 

(U. S. Department of Education et al., 2010). However, beginning with the 2010-2011 

school year, Congress eliminated the FFEL Program, so now all student loans are 

provided through the Direct Stafford Loan Program (U. S. Department of Education et 

al., 2010). Although Stafford Loans can be awarded to students regardless of family 

income, there are need-based subsidized Stafford Loans as well as non need-based 

unsubsidized Stafford Loans (U. S. Department of Education et al., 2010). Subsidized 

Stafford Loans are awarded to students who demonstrate financial need, with need 

calculated by subtracting the student's Expected Family Contribution (EFC) from the 

yearly cost of attendance at the institution (U. S. Department of Education et al., 2010). 

The amount remaining is considered the student's need and the student can then be 
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awarded a subsidized loan for that amount, not to exceed the yearly limits established by 

the U. S. Department of Education (U. S. Department of Education et al., 2010). Because 

these loans are subsidized, the interest that accrues is paid by the U. S. Department of 

Education, and if the student remains enrolled without interruption, the student is not 

responsible for payment of the interest or principal balance until he or she has graduated 

(U. S. Department of Education et al., 2010). Unsubsidized Stafford Loans are available 

to students who do not have demonstrated need as long as these loans do not cause the 

student to exceed the cost of attendance at the institution or the yearly and aggregate 

limits set by the U. S. Department of Education (U. S. Department of Education et al., 

2010). Since these loans are unsubsidized, the student is responsible for payment of the 

interest, which has a fixed interest rate of 5.6% for the 2010 - 2011 aid year (U. S. 

Department of Education et al., 2010). In 2009, the U. S. Department of Education made 

a $22.3 billion investment in higher education to approximately 2.9 million students 

though the Direct Stafford Loan Program (U. S. Department of Education & Federal 

Student Aid, 2009). 

Although the scope of the financial aid programs provided by the federal 

government appears pervasive and comprehensive, questions remain regarding whether 

or not these programs, as they are currently administered, promote persistence among 

students who choose to pursue education beyond high school. This question becomes 

even more critical when one considers the billions of dollars invested in these programs 

each year. Additionally, since the original intent behind the Higher Education Act of 
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1965 involved making the pursuit of higher education a possibility for anyone, despite 

financial limitations, it is increasingly important to determine how students fare. 

Historically, because low-income students and minorities have been under-represented 

among college-going students and have had the lowest persistence rates, these 

populations are of primary interest in the current research. 

The Impact of Financial Aid on Persistence: The Early Years 

Researchers have had an interest in the impact financial aid has on subsequent 

persistence beginning as early as the 1970s following the federal government's 

considerable investment in financial aid programs with the passage of the Higher 

Education Act of 1965. One such example is research conducted by St. John (1990b) to 

examine how responsive students are to price and how this responsiveness subsequently 

influences their persistence decisions. St. John used longitudinal data from the National 

Center for Education Statistics (NCES), High School and Beyond (HSB) data set for the 

1980 cohort of students. Using Linear Regression analyses and Delta P statistics, St. 

John found that students were consistently responsive to financial aid awarded, but they 

were not consistently responsive to the prices associated with attending college. 

Financial aid was found to be predictive of persistence throughout the students' college 

experience. Specifically, during the first year of college enrollment, there was a 

significant positive relationship between the receipt of grants (Delta P = .036, p < .01) 

and loans (Delta P = .20, p < .01) and subsequent persistence. For every $100 increase in 

grants and loans, the likelihood of persistence from year one to year two, increased 3.6 
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and 2.0 percentage points, respectively. During years two through three, there was a 

significant positive relationship between the receipt of grants (Delta P = .038, p < .01), 

loans (Delta P = .042, p < .01), and work-study (Delta P = .056, p < .05) and persistence. 

For every $100 increase in grants, loans, and work-study funds, the likelihood of 

persistence from year two to three increased by 3.8, 4.2, and 5.6 percentage points, 

respectively. During years three through four, there was a significant positive 

relationship between the receipt of loans (Delta P = .023, p < .01) and work-study (Delta 

P = .041, p < .05) and persistence, but there were no significant relationships between 

grants, loans, or work-study during years four through five. This research highlights the 

importance of examining year-to-year persistence as opposed to graduation rate only, as 

different types of financial aid have varying influences depending on the year in question. 

Additionally this research offers support for the idea that financial aid does have an 

influence on student persistence. 

As a follow-up to the research conducted by St. John in 1990, St. John et al. 

(1991) examined the relationship between financial aid and persistence through the 

development and testing of a conceptual model. The focus of the 1990 research had been 

to determine whether or not students were sensitive to price or more responsive to 

financial aid. In other words, St. John (1990b) wanted to know whether the costs of 

attending college or the amount of financial aid received was more important to students. 

However, the focus of the research conducted by St. John et al. (1991) was to develop a 

model that was predictive of persistence through graduation. These researchers 
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incorporated variables related to the college experience including academic integration, 

educational aspirations, as well as financial aid. St. John et al. (1991) used longitudinal 

data from the National Center for Education Statistics (NCES), High School and Beyond 

(HSB) 1980 cohort of students. The sample used by St. John et al. (1991) contained 

responses from 9,460 students, who were surveyed immediately following their 

graduation from high school and were then tracked for the following four years to 

examine their year-to-year persistence and the financial aid awarded as compared to 

students who were not awarded financial aid. Logistic regression and Delta P statistics 

analyses were carried out with the variables related to the college experience being added 

to the model in succession and the variables related to financial aid added last. Data 

analyses indicated that each type of financial aid package had a positive influence on 

persistence at some point during the students' college career. In particular, during the 

first year, financial aid packages consisting of loans only (Delta P = .047, p < .05) and 

those consisting of loans and work-study (Delta P = .054, p < .01) were both predictive of 

persistence. During years two through three, financial aid packages that consisted of 

grants (Delta P = .053, p < .01) and those consisting of grants and loans (Delta P = .106, 

p < .01) were predictive of persistence. During years three through four, financial aid 

packages comprised of loans only (Delta P = .053, p < .01) and those comprised of grants 

and work-study (Delta P = .062, p < .01) were predictive of persistence. Overall, these 

results are consistent with the research conducted by St. John (1990b), with only slight 

variations in the combination of aid packages that were predictive each year. It is 



important to note that these researchers only measured persistence through year four but 

considering the fact that the average time to graduate is now approximately five to six 

years, research that also examines persistence through years five and six will improve 

upon research that only examined data from four years. 

A few years later in 1994, St. John et al. conducted similar research using 

longitudinal data from the National Center for Education Statistics (NCES). However, in 

this study, the authors used the 1987 cohort of the National Postsecondary Student Aid 

Study (NPSAS) to compare different approaches for measuring the influence of financial 

aid on persistence. Consistent with the research conducted by St. John et al. (1991), St. 

John et al. (1994) viewed persistence decisions as a function of various student 

background characteristics and student experiential factors. These researchers examined 

these variables in combination with four model versions, which compared the amount of 

financial aid awarded, the type of financial aid awarded, tuition charged, and unmet need. 

Using logistic regression analyses and Delta P statistics, St. John et al., then explored the 

relationship between financial aid and persistence. Although the various models yielded 

different results regarding the relationship between financial aid and persistence, overall 

financial aid was found to be negatively associated with persistence in all but one of the 

four models. These findings are in direct contradiction to past research, and these 

researchers felt that it had to do with a considerable lack of adequate financial resources 

among students, even with the various types of financial aid available. In other words, 

these researchers suspected that financial aid may not have been enough to offset the 
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costs of attending college so that students would be able to persist. St. John et al. (1994) 

acknowledged that there are obviously other factors, besides financial aid, that impact 

persistence. However, they warned that these results should not be interpreted as 

meaning financial aid has little or no influence on persistence, but that considering the 

inconsistency of these findings as compared to past research, these are relationships that 

warrant further investigation. 

The research discussed thus far has used very similar methodology and statistical 

analyses techniques. However, Perna (1988) deviated from the methodology described in 

the research above in her study regarding the impact of financial aid on persistence 

through graduation. Using Tinto's Theory of Voluntary Student Departure as the 

conceptual framework, Perna examined the relationships between the following four 

endogenous variables of grade point average, academic integration, social integration, 

and persistence, as well as the external variable, financial aid. It is important to note that 

persistence was not measured year to year as it has been previously; instead, in the 

current research Perna only considered persistence to graduation as her variable of 

interest. Perna analyzed the aforementioned variables using Descriptive and Path 

Analyses and Chi Square analyses and determined that grade point average had the 

largest effect on persistence. However, grants were also found to have a positive impact 

on persistence, although this was the only type of financial aid determined to have a 

direct effect on persistence (Perna, 1988). Additionally, the percentage of students 

completing a Bachelor's degree within 5 years was higher among financial aid recipients 
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(52%) than non-recipients (44%). Furthermore, students who had financial aid packages 

with more than 50% of their value from grants persisted at higher rates than students who 

did not receive financial aid (54% versus 48%). On the contrary, students whose 

financial aid packages contained loans, exclusively, persisted at lower rates than students 

without financial aid (48% versus 55%). Although these findings offer additional 

substantiation of the relationship between financial aid and persistence, since year-to-year 

persistence is not measured in this study, unanswered questions remain regarding whether 

or not there are changes in the predictive ability of financial aid from year to year. 

Cabrera, Nora and Castafieda (1992) expanded on past research to uncover the 

impact financial aid has on the persistence process when combined with motivation, 

ability, and institutional experiences. These researchers also used the work of Tinto 

(1975) to pinpoint the variables that had been determined to be predictive of persistence 

in past research, and they also incorporated the work of Bean (1982) and Nora (1987) in 

their analyses. Unlike the research discussed earlier, Cabrera et al. used survey research 

as opposed to the longitudinal data used in much of the previous research and analyzed 

the data using structural equation modeling. These researchers found that although there 

was no direct effect observed between financial aid and persistence, financial aid was 

determined to have a direct effect on social integration and intent to persist, which were 

variables that did have a direct effect on persistence. Cabrera et al. therefore concluded 

that financial aid may indeed be an intervening variable, through which the effect is 

exhibited through other variables. By way of explanation, financial aid has a direct effect 
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on social integration and intent to persist, and these variables have a direct effect on 

persistence; ergo, financial aid has an indirect effect on persistence through its effect on 

social integration and intent to persist. 

DesJardins, Ahlburg, and McCall (1999) also examined the relationship between 

financial aid and persistence. However, these researchers sought to introduce event 

history modeling as a powerful analysis tool that has the capability to overcome many of 

the design deficiencies of past research. Event history modeling permits researchers to 

examine stopout behaviors (students who leave the institution for one semester or more 

but later return) and dropout behaviors (students who leave the institution and do not 

return) while allowing for more exact timing of departure. DesJardins et al. (1999) used 

the theoretical frameworks of Tinto (1975) and Bean (1982), specifically the Student 

Integration Model and the Student Attrition Model, respectively. These researchers then 

employed the reduced form approach. In this technique there is no specification of the 

structural paths through which the variables affect departure, instead only a focus on 

variables of interest and their relationship to persistence. These variables included pre-

college ability, demographic characteristics, current achievement, institutional variables, 

and financial variables. The inclusion of these variables allowed the researchers to 

incorporate those factors associated with both the Student Integration Model and the 

Student Attrition Model. Using event history modeling, these researchers found that 

although grants were not related to the first stopout, scholarships were negatively 

associated with stopout behaviors in years one through three. Work-study was negatively 
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related to stopouts in year one but not in subsequent years, while loans were negatively 

associated with stopouts in year one, but were positively associated with stopouts in 

subsequent years. Concerning dropouts, grants were not significantly related to dropout 

behaviors, while scholarships were negatively related to dropouts in year three, work-

study was negatively related to dropouts in year one, and loans were negatively related to 

dropouts in years three, five and seven. In essence, this research confirms the existence 

of a relationship between financial aid and persistence that varies depending on the type 

of financial aid awarded and period of enrollment in question. 

Considering the various designs, methodologies, and findings in the research 

discussed thus far, it is evident that the relationship between financial aid and persistence 

is complex in nature and varies substantially depending on the other variables being 

considered and the design of the study. This research was presented to offer some 

glimpse of the earlier research conducted regarding financial aid and persistence so there 

is some basis of comparison when more recent work is presented and discussed. 

Although the research presented here is only a glimpse of earlier research, it demonstrates 

the enigmatic relationship between financial aid and persistence and the disparities 

among previous findings, which establishes a need for additional research. 

The Impact of Financial Aid on Persistence: 2001 - 2010 

The following section summarizes more recent research conducted examining the 

relationship between financial aid and persistence. Research examining stopout behavior, 

dropout behavior, and graduation rate is presented as related to financial aid. 
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Additionally, income and race are introduced as variables that can influence persistence 

among students pursuing post-secondary education. 

Financial Aid and Stopout Behavior 

Although the term persistence has been used here extensively to describe the 

process of continued year-to-year matriculation, it is important to point out that there are 

other terms associated with this idea of persistence that more accurately describe the 

process. Stopout behavior is generally defined as an instance of non-continuous 

enrollment (DesJardins et al., 2001). In other words, stopout behavior occurs when 

students leave an institution for a semester or more, but later return to the same 

institution. Researchers who are interested in persistence and attrition have also studied 

stopout behavior to determine how it is related to persistence and to identify factors that 

contribute to the stopout behaviors of undergraduate students. 

Desjardins et al. (2001) attempted to shed light on how different financial aid 

packages influence attrition over time. Additionally, these researchers sought to re-

estimate a hazard model in order to perform simulations to examine how changes in 

financial aid affected students' departure decisions. These researchers examined the 

amount of aid offered to students, as opposed to the financial aid actually received by 

students because the financial aid received reflected decisions made after the fact. 

DesJardins et al. felt financial aid offered to students was a better representation of the 

availability of financial aid than the financial aid received by students, since these figures 

would reflect the decision made by the students regarding which types of financial aid 
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they chose to accept. These researchers acknowledged that there were several potential 

confounding variables that may have posed a threat to the current research. Two such 

variables, high school ability and college grade point average, have been identified in 

past research to be predictive of persistence. As a result, in addition to the inclusion of 

demographic variables for analysis purposes, DesJardins et al. established controls for 

high school ability and college grade point average. These researchers used a single risk, 

discrete-time hazard model for the purposes of analysis and found that all types of 

financial aid were associated with decreased stopouts, with the exception of need-based 

grants. Scholarships were found to have the greatest positive influence on retention, 

work-study had the next largest influence within the first two years, but then campus 

employment had a larger influence in later years. Work-study is Federal need-based 

financial aid awarded to students, whereas campus employment is employment 

opportunities available to all students, regardless of need, who choose to work at various 

locations on campus. Loans were determined to have the smallest positive influence on 

stopouts. The model simulations also provided additional information regarding the 

relationship between financial aid and persistence. When compared to students who 

received no form of financial aid, financial aid was negatively related to stopouts over 

time. Additionally, when loans were replaced by institutional scholarships in students' 

financial aid packages, stopouts were also reduced. Lastly, when students were awarded 

gift aid (aid that does not have to be repaid) exclusively during their first two years of 

enrollment, stopouts were decreased. Although these findings are consistent with much 
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of the past research that demonstrates the direct relationship between financial aid and 

persistence and the indirect relationship between financial aid and graduation, the finding 

regarding need-based grants not being predictive of persistence, is surprising and 

contradictory to much of the past research. The authors explained that this is likely due 

to the fact that the grant funds awarded were insufficient as compared to the costs of 

attending, especially for low-income students, and for this reason these funds were not 

adequate enough to permit students to be able to afford the costs and remain enrolled 

(DesJardinsetal., 2001). 

DesJardins et al. (2002) conducted additional follow-up research in an effort to 

determine how the factors previously indentified in past persistence and attrition research, 

influence timely graduation without interruption. These researchers used variables 

uncovered in past research as well as theoretical frameworks previously introduced in 

earlier research to develop a model of timely graduation. Using event history modeling, 

these researchers initially created a model predictive of timely graduation only and then 

later tested the robustness of this model by estimating models that included stopouts and 

actual graduation determined simultaneously. Of particular interest here, one of the 

variables used to predict stopout behavior was financial aid. The types of financial aid 

examined were federal grants, federal loans, federal work-study, merit-based institutional 

aid, and state grant funding. DesJardins et al. found that students who stopped-out were 

less likely to graduate and more likely to be minority. Additionally, students from low-

income families were less likely to graduate than students from high-income families; 
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however, when stopout behavior is included in the model, students from high-income 

families are not more likely to graduate than students from low-income families. The 

variable financial aid was not directly related to graduation; however, work-study was 

related to graduation within six years. Merit-based financial aid was negatively related to 

stopout behavior, although this effect decreased over time. Specifically, for every $100 

increase in merit aid, there was a 10% decrease in stopout behavior. Loans were 

positively related to stopout behavior, such that every $100 increase in loans resulted in 

an increase in stopout behavior by 2.7%. The state grant funding considered in these 

analyses was the Minnesota State Grant, which is a need-based grant available to 

residents of the state of Minnesota. The analyses revealed that students who received this 

grant were less likely to stopout after year one, but there was no effect for years two 

through six. Based on these findings, DesJardins et al. concluded there is an indirect 

relationship between financial aid and graduation, which is demonstrated though stopout 

behavior. However this research omitted information regarding students who were not 

made a financial aid offer. The researchers indicate they did not have access to data for 

those students who did not apply for financial aid, so is not possible to determine how 

those students who were offered financial aid compare to those who were not. 

Johnson (2006) further expanded on past research regarding stopout behavior by 

examining the effect of stopout duration on subsequent departure and the effect of 

departure timing on the likelihood of return. This research is considered an improvement 

on many previous research designs because it uses the multi-spell logit model, which 
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allows for the examination of multiple periods of enrollment and non-enrollment along 

with additional predictor variables. Essentially, Johnson (2006) wanted to learn more 

about the characteristics of students at risk for departure and the characteristics of 

students who chose to return. The model created by Johnson (2006) included college 

grade point average, full- or part-time status, and financial aid as potential predictors of 

departure. The following variables were considered potentially predictive of both 

departure and return: gender, ethnicity, parents' level of education, family income, timing 

of matriculation (immediate/delayed), high school performance indicators, and 

geographic origin. The analyses revealed college grade point average was the greatest 

predictor of persistence. Furthermore, low-income students were less likely to persist 

than high-income students, and minority students were less likely to persist than White 

students. It is important to note that because of the small group sizes, all minorities were 

considered together, so it is impossible to know if each of the individual minority groups 

persisted at the same rates or if this finding represents only the cumulative effects of all 

of the various minority groups. Each of the various forms of financial aid (loans, grants, 

work-study) had a positive impact on persistence, with grants having the most substantial 

impact. However, the effect of grants became less substantial than the effects of loans 

after controlling for college grade point average. In summary, the research conducted by 

Johnson (2006) indicated there were differential stopout patterns among students 

receiving different forms of financial aid as well as different stopout patterns among 

students who received financial aid and those who did not. 



Financial Aid, Dropouts, and Graduation 

Researchers interested in persistence and attrition study not only behaviors and 

factors associated with stopouts, but also factors and behaviors associated with dropouts 

and likelihood of timely graduation. Each of these variables contributes to our 

understanding of persistence and our knowledge regarding why some students persist 

through to graduation without interruption, while others do not. The following studies 

will address attrition as specifically related to dropouts and graduation rates and the 

impact that financial aid has on these behaviors. 

Ishitani and DesJardins (2003) investigated student persistence behavior in an 

effort to determine whether or not the factors associated with persistence behaviors have 

effects that remain static or that change over time. Specifically, these researchers were 

interested in whether or not dropout rates are constant over time. Additionally, Ishitani 

and DesJardins (2003) wanted to know if the variables that could explain the occurrence 

and timing of dropouts, also remain constant over time. Consistent with a preponderance 

of past research regarding persistence and attrition, these researchers applied Tinto's 

Student Integration Model and Bean's Student Attrition Model as the theoretical 

frameworks that would dictate the variables of interest that have previously been 

demonstrated to be related to persistence. As discussed earlier, it is posited by the 

Student Integration Model that as students' levels of social and academic integration 

increase, their levels of goal and institutional commitment also increase, which results in 

higher completion rates (Ishitani & DesJardins, 2003). The Student Attrition Model cites 
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several institutional factors that can influence students' satisfaction with college and their 

intent to leave. As their satisfaction increases, their intent to leave decreases, which 

results in improved retention (Ishitani & DesJardins, 2003). Using the Beyond High 

School Survey data provided by the National Center for Education Statistics (NCES), on 

the cohort that began college in 1989, Ishitani and DesJardins modeled variables thought 

to be associated with persistence. These variables included those previously determined 

to be related to persistence such as gender, race, family income, parents' level of 

education, student educational aspirations, first year grade point average, aptitude, 

students' career identity, institutional type, institutional size, measures of social and 

academic integration, and financial aid. Event history modeling was the statistical 

analysis of choice since these researchers were interested in studying the occurrence and 

timing of dropouts. The analyses revealed that financial aid and dropouts were inversely 

related throughout all years of study (years one through five). Specifically, during year 

one, students who received between $4,576 and $7,798 in financial aid for the year had 

dropout rates that were 39% lower than students who did not receive financial aid. Those 

students whose financial aid packages exceeded $7,798 had 51% lower dropout rates than 

non-recipients. During year two, students with less than $2,000 awarded for the year had 

55% lower dropout rates than non-recipients. Students who received between $2,000 and 

$4,000 had 89% lower dropout rates, students who received between $4,000 and $8,000, 

had 91% lower dropout rates, and students who had financial aid packages in excess of 

$8,000 had dropout rates that were 94% lower than students who did not receive financial 
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aid. The most significant differences in persistence rates were noted during year three in 

which students who received less than $2,524 had dropout rates that were 93% lower 

than non-recipients, students who received between $2,524 and $3,933 in financial aid 

had dropout rates that were 98% lower than non-recipients, and students who received 

between $3,933 and $6,968 in financial aid had dropout rates that were 99% lower than 

students who did not receive financial aid. The persistence rates among financial aid 

recipients and non-recipients later decreased in years four through five with students 

receiving between $4,600 and $8,000 in financial aid for the year having dropout rates 

that were 53% lower than non-recipients. Unfortunately, the actual dropout rates were 

not included by Ishitani and DesJardins, so the reader is not able to use these figures as a 

basis of comparison. However, the results of this research not only offer further 

validation for the relationship between financial aid and persistence, but also underscore 

the dynamic nature of this relationship which necessitates statistical techniques that 

capture the changes in this relationship that occur over time. 

Researchers have also had interest in the relationship between financial aid and 

academic achievement. Although persistence through graduation can be seen as a 

category of academic achievement, Strater (2009) was particularly interested in the effect 

financial aid has on college grade point average beginning in year one through year four. 

Because past research has identified college grade point average as one of the strongest 

predictors of persistence, the research conducted by Strater (2009) is extremely relevant 

and appropriate in the discussion of persistence and attrition research. Strater used the 
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theoretical frameworks of Tinto (1975), Bean (1982) and Pascarella (1985) regarding the 

importance of student integration in academic outcomes and noted that finances may 

influence integration if students are so concerned regarding how they will pay for college 

that they begin to focus less on their academics and more on their finances. Additionally, 

Strater cited the theory of St. John et al. (1996) regarding college choice, which discussed 

how factors that influence choice may also influence persistence later on. Consequently, 

if a student chooses a particular institution because of its affordability, and it later 

becomes significantly less affordable than originally expected, financial expectations that 

are not consistent with the financial realities could impact persistence (Strater, 2009). 

Using longitudinal data from three large Midwestern institutions, Strater conducted 

regression analyses to determine which factors impacted student achievement. Based on 

the theoretical frameworks discussed above, Strater used SAT score, high school grade 

point average, and high school coursework data as measures of ability. The variable, 

college grade point average, was considered an institutional factor, and demographic 

characteristics included were race, age, gender, and residency. Finally, Strater analyzed 

the following variables as related to financial aid: financial eligibility, amounts of grants, 

loans, and merit financial aid offered, and costs of attendance. The analyses revealed that 

financial aid was consistently associated with higher grade point averages during the first 

year and in all subsequent years. Every $1,000 increase in need-based financial aid was 

predicted to influence the first year grade point average by 0.10 and every $1,000 

increase in merit-based financial aid was predicted to influence the first year grade point 



50 

average by 0.19. In years two through four, for every $1000 in need-based and merit-

based financial aid, there was an increase in grade point average by 0.04 and 0.21 points, 

respectively. Strater concluded that financial aid helped students perform better 

throughout college, but that the effect of merit-aid was much larger than that of need-

based financial aid. Because most merit-based financial aid has minimum grade point 

average requirements, it is not surprising that these students would have higher grade 

point averages than students receiving need-based financial aid. Consequently, it is 

important to consider that although merit-aid appears to have a larger impact on student 

achievement, all types of financial aid are indeed related to student achievement. 

Additionally, Strater noted that many low-income and minority students depend on need-

based financial aid to finance their college education. Consequently, there could be 

unintended consequences, such as the loss of diversity in the student population, resulting 

from the shift from need-based to merit-based financial aid. 

In order to provide a comprehensive framework of the research conducted to date 

regarding persistence and attrition, it is necessary to highlight research related to the last 

variable identified as a descriptor for persistence, graduation rate. Alon (2005) conducted 

research to examine the impact of financial aid on academic outcomes. However, the 

goal of Alon's research was to improve upon the statistical techniques used previously to 

account for the interrelation between financial aid eligibility and likelihood of graduation 

that may mask the actual relationship between financial aid and college outcomes. Alon 

pointed out that there were inconsistencies throughout past research regarding the impact 
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financial aid had on persistence and argued that these inconsistencies may have resulted 

from model mis-specification that failed to consider the interrelated nature of the 

variables. Because there is significant overlap between the determinants of financial aid 

eligibility and the factors that influence the likelihood graduation, it was necessary to 

consider financial aid eligibility, the amount of financial aid received, and academic 

success independently. Using a restricted-access database of approximately 15,000 

students, Alon employed the Instrumental Variable Probit technique to tease out the net 

effect of the impact of financial aid status, the types of financial aid received, and the 

amounts of financial aid received on graduation rate. In the original model in which 

financial aid eligibility was considered along with the amount of grant funds received, 

grants had a negative impact on likelihood of graduation. However, when financial aid 

eligibility was separated from the amount of grants received, grants were found to have a 

positive impact on graduation. There were similar findings for student loans and college 

work-study. Past research has shown that low-income students are more likely to receive 

financial aid and are less likely to graduate. If the impact of being low-income and 

minority on likelihood of graduation was larger than the impact of receiving financial aid 

on likelihood of graduation, then it would appear that financial aid was negatively related 

to graduation, which in actuality was not the case (Alon, 2005). So when one considers 

financial aid received and compares that variable to graduation rate, there is so much 

overlap between the groups, it makes it impossible to determine the true impact of 

financial aid. Alon's research sheds light on the complex relationship between financial 
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aid and persistence. Additionally, this research demonstrates the importance of carefully 

monitoring the way in which the variables are examined to ensure that highly correlated 

variables do not mask the impact on the dependent variable. 

Financial Aid, Income, and Persistence 

As indicated by the previous discussion of the past research conducted regarding 

the relationship between financial aid and persistence, this has been an area of interest for 

researchers for many years. Additionally, researchers have also considered different 

factors that influence the relationship between financial aid and persistence, with one 

such factor being family income. Wessel et al. (2007) conducted research to determine 

the relationships between academic disqualification, persistence, financial aid, and 

academic ability. Academic disqualification was defined as a failure to make sufficient 

academic progress to be able to remain enrolled. Wessel et al. speculated that there were 

likely other obstacles that low-income students may have faced aside from financial 

barriers, which may have influenced their likelihood of academic success in college as 

well as their likelihood of degree completion. Using a sample of 21,243 full-time students 

at a midsize public university in the Midwest during the years of 1990 through 1995, 

these researchers used descriptive statistics to analyze differences in the variables 

described above. Academic disqualification was evaluated at the end of the first 

semester, the end of the first year, and at the end of the sixth year; graduation rates were 

reviewed at the end of the sixth year. These periods were chosen based on past research 

that identified these periods as most often associated with academic disqualification, 
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persistence, and graduation. Academic ability was based on students' SAT scores and 

high school percentile ranks. Financial need was calculated by subtracting students' 

Expected Family Contribution (EFC) and all financial aid received from the cost of 

attendance at that particular institution. As a student's EFC increased, the likelihood that 

student would have demonstrated financial need then decreased. Wessel et al. found that 

low-income students who were eligible to receive a full Pell Grant award, disqualified at 

higher rates during their first semester of enrollment, during their first year of enrollment, 

and within six years than students who were not Pell eligible and had no financial need. 

On average, all students receiving Pell Grant awards in any amount, disqualified at higher 

rates during the first semester, first year, and within six years as compared to students 

who were not Pell eligible and had no financial need. Additionally, those students who 

were eligible for full Pell Grant awards graduated within six years at lower rates than 

students who were not Pell eligible and had no financial need, 59.2% and 83% 

respectively. However, when the various financial aid categories were stratified by 

ability (as measured by SAT score and high school percentile ranks), ability was 

determined to be a better predictor of disqualification and persistence to graduation than 

financial aid alone. Through the research of Wessel et al., the link between income, 

academic success in college, and persistence through graduation is established and this 

research indicates that despite the receipt of financial aid, low-income students may 

continue to be at risk of poor academic performance, lower levels of persistence, and 

decreased likelihood of graduation. 
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Dowd (2004), also interested in the relationship between income and persistence, 

examined the relationship between family income and student outcomes, as mediated by 

different types of financial aid. Specifically, Dowd was interesting in determining 

whether or not family income was a predictor of academic outcomes and if so, whether or 

not different types of financial aid could reduce any gaps associated with income. 

Beekhoven, De Jong, and Van Hout's (2002) theoretical model was used as the basis for 

the selection of variables that would be included in the research conducted by Dowd 

(2004). This model combined aspects of rational choice theory and student integration 

theory as the basis for the variables included in the analyses. Rational choice theory 

states that students conduct cost/benefit analyses to decide whether or not to remain 

enrolled, and student integration theory states that level of satisfaction, motivation, and 

commitment influence persistence. Through the use of longitudinal data provided by the 

National Center for Education Statistics (NCES), logistic regression analyses were 

conducted to observe factors associated with persistence and timely degree completion. 

The analyses revealed that the most significant predictor of persistence and timely 

graduation was college grade point average and living on campus. However, state grants 

and federal loans were found to be significantly positively related to persistence. Other 

forms of financial aid were not significantly related to persistence, and there was also no 

predictive relationship between family income and year-to-year persistence. 

Additionally, financial aid was not determined to be a significant predictor of timely 

graduation; on the other hand, family income was found to be predictive of timely 
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graduation. It therefore appears that financial aid did not compensate for the advantage 

of family income, since it had no effect on timely graduation, while family income did 

have a significant positive effect on timely graduation. In other words, family income 

was not predictive of persistence, as measured from year one to year two, but did predict 

whether nor not students would graduate in a timely manner. These results offer 

additional substantiation for the relationship between financial aid and persistence, even 

though no support was offered for the relationship between financial aid and timely 

graduation. Although the purpose of financial aid is to compensate for income 

deficiencies among students from lower income brackets, it does not appear financial aid 

can make up for these deficits. It is important to note that due to limitations of the 

longitudinal data used in this research, analysis of the amount of financial aid students 

received is limited to their first year of enrollment. Financial aid data are not provided 

for each year of study, so although there may be differences in the types and amounts of 

financial aid awarded in subsequent years, the data do not account for these changes, 

which could have likely impacted the results of the current research. 

Further research regarding the impact of income and financial aid on dropout rate 

was conducted by Chen and DesJardins (2008). These researchers were interested in 

whether or not financial aid mediated the relationship between family income and 

departure over the course of an academic year. The primary objective of this research 

was to create a model of departure, which included the most predictive factors identified 

in the psychological, sociological, organizational, interactional, and economic models of 



student departure. This model would also alleviate deficiencies of previous models by 

adding a temporal dimension and analyzing interaction effects. Chen and DesJardins 

also used longitudinal data from the National Center for Education Statistics (NCES) and 

analyzed the data through event history modeling. These researchers found that 

approximately 38% of low-income students dropped out within six years and did not 

return, while only 31% of middle-income students and 22% of high-income students 

dropped out without returning in a six year period. For those students who received 

federal loans, the risk of drop out is lowered by 25% and for those students who received 

work-study, the risk of drop out decreased by 37%. Grants were not determined to have a 

significant effect on dropout rates. However, there was an interaction between the 

income level of the student and Pell Grant funds received such that low-income students 

who were not awarded the Pell Grant had dropout rates of 56% as compared to dropout 

rates of 15.3% for middle-income students. However, when these students were awarded 

the Pell Grant, the dropout rates of low-income students became lower than the dropout 

rates of middle-income students, 20.8% versus 25.0%, respectively. Although the 

interaction terms for other income levels and financial aid types did not reach statistical 

significance, the statistical significance of the interaction between income level and Pell 

Grant funding indicates that the Federal Pell Grant may help narrow the socioeconomic 

disparities that exist within higher education. Furthermore, these findings offer 

additional evidence for a need to devote special attention to how low-income students 
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fare within systems of higher education, as these students may be at a much higher risk 

for departure than their peers. 

Stinebrickner and Stinebrickner (2002) were also concerned that low-income 

students may face more challenges than their peers and may be at risk for departure. 

Consequently, they conducted research to determine if the attrition rates of low-income 

students were influenced by factors other than the direct costs of college. These 

researchers hypothesized that there may be other factors such as the environment, level of 

encouragement received by parents, or lower levels of academic preparedness which 

would influence the persistence rates of these students, even if their net costs of attending 

college were zero. Stinebrickner and Stinebrickner used data from 2,821 students 

matriculating at Berea College from 1989 through 1997. Berea College was specifically 

selected for the current research because all students who enrolled were given a full 

tuition subsidy and a partial room and board subsidy. There were admissions 

requirements that the family income of entering students be below a certain level, so most 

students at Berea were either low-income or middle-class. Using Kaplan-Meir survivor 

function analyses, Stinebrickner and Stinebrickner (2002) determined that approximately 

53% of students dropout within seven semesters for reasons seemingly unrelated to costs. 

With regards to income, the probability of continued enrollment through seven semesters 

is 51% for the highest third income groups as opposed to 43% for the lowest third income 

groups. Although these findings were consistent with much of the past research 

regarding income and persistence, these researchers were concerned about the external 



validity of their findings considering their research was limited to a small Christian 

college in Kentucky. Accordingly, Stinebrickner and Stinebrickner (2002) also used 

longitudinal data from the National Center for Education Statistics (NCES) and 

conducted similar analyses on students who would have matriculated during the same 

time as the students sampled from Berea College, but would have incurred tuition costs. 

Data analyses revealed results very similar to those for the students at Berea College. 

Consequently, these findings suggest that the relationship between income level and 

persistence may be significantly more complex and may involve other variables, 

unrelated to costs, which impact whether or not low-income students remain enrolled. 

Walpole (2003) also concerned about the college experience and outcomes of 

low-income students, conducted research to examine the co-curricular and academic 

outcomes of low-SES students as compared to high-SES students. Grounded in the 

theoretical perspectives of Bourdieu (1973), Walpole asserted that although a college 

education may appear to be a pathway up the social ladder, this may actually be more 

fiction than truth. It has been demonstrated in past research that despite seemingly 

similarly educational journeys, low-SES students may have different experiences and 

post-secondary outcomes than high-SES students (Walpole, 2003). Consequently, social 

class may be negatively affecting low-income students' outcomes despite educational 

opportunities comparable to their high-SES counterparts (Walpole, 2003). Bourdieu's 

cultural capital model suggests that it is extremely important for students to develop and 

obtain cultural, social, and economic capital during their college experience. Cultural 
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capital can be described as the norms associated with a particular culture, social capital is 

characterized as the networks formed between members of a particular culture, and 

economic capital can be described as financial means. The manner in which these 

different forms of capital are accumulated and applied, along with a person's perceptions 

regarding their own possibilities and limitations (habitus), then impacts that person's 

aspirations, persistence, and educational attainment in childhood and throughout 

adulthood. Using this theoretical framework, Walpole analyzed longitudinal data with a 

sample of 12,376 students, measuring variables such as students' activities, aspirations, 

and educational attainment from the first year in college through adulthood. Walpole 

found that low-SES students spent less time in student clubs, less time studying, reported 

lower grade point averages, and spent more time working than high-SES students. 

Although low-SES students may have been accumulating more economic capital while 

working during college, it appeared they were accumulating far less social and cultural 

capital since they had lower levels of involvement in student clubs and organizations. 

Additionally, nine years after entering college, low-SES students reported lower incomes, 

lower rates of graduate school enrollment, and lower levels of educational attainment 

than students in general. For those low-SES students who did enroll in graduate school, 

they reported lower incomes following completion, than their high-SES peers. 

According to Walpole (2003), these findings suggested that low-SES students were 

accumulating different forms of capital, displaying different habiti, and converting this 

capital into workforce membership, but were only able to secure lower level positions as 
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compared to their high-SES peers. Furthermore, Walpole (2003) indicated these findings 

suggest that enrollment in college and degree attainment may not necessarily ensure that 

low-SES students have the same opportunities as their high-SES peers because despite 

these educational attainments, high-SES students may have still had inherent advantages 

as compared to low-SES students. 

Although the research presented above is not an exhaustive discussion of all the 

research that has been conducted regarding the impact of income and financial aid on 

persistence, it provides an overview of the most current research on these topics. 

Considering the findings have been somewhat mixed and inconclusive, there is a need for 

additional research in this area that will uncover more about the relationship between 

income and persistence and the role financial aid may play. 

Financial Aid, Race, and Persistence 

Researchers not only understand the role that income has in influencing the 

likelihood of persistence, but also acknowledge that race and ethnicity may also have an 

effect on persistence. Hu and St. John (2001) conducted research to examine within year 

persistence of African-American and Hispanics, as compared to Whites, in the state 

public higher education system of Indiana. These researchers were interested in whether 

or not changes in the federal and state programs could impact the sufficiency of financial 

aid awarded to racially diverse groups, or if there were other factors that better explained 

the attrition rates of these groups. Hu and St. John gathered data from the Indiana 

Commission for Higher Education's Student Information System (ICHE-SIS) and 
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compared cohorts of students during the following years 1990-1991, 1993-1994, and 

1996-1997. Variables related to student background, college experience, and financial 

aid were analyzed using logistic regression analyses and Delta P statistics. The analyses 

revealed that during all years, low-income students were less likely to persist than 

students for whom no family income was reported among African-Americans and 

Hispanics, with the exception of Hispanic students within the 1990-1991 cohort. Among 

African-Americans, there was no difference in within-year persistence rates for students 

in the 1990-1991 cohort who received financial aid consisting of grants only or loans 

only. However, when the financial aid packages contained both grants and loans, 

African-American students with financial aid were more likely to persist than those 

without. For the 1993-1994 and 1996-1997 cohorts of African-American students, all 

types of financial aid were positively related to persistence, with this relationship 

becoming more significant over time. For Hispanic students, financial aid was not 

significantly associated with persistence for the 1990-1991 cohort of students. However, 

all types of financial aid except loans were positively associated with persistence for the 

1993-1994 cohort of students and all types of financial aid packages were associated with 

persistence for the 1996-1997 cohort of Hispanic students, with this relationship 

becoming more significant over time. White students who received financial aid 

packages consisting of grants and loans from the 1990-1991 and 1996-1997 cohorts of 

students were more likely to persist than those who did not receive financial aid. All 

other financial aid packages were not significant for Whites during the years analyzed. 
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Overall, these researchers found that grade point average was the most significant 

predictor of persistence among African-American, Hispanics, and White students; 

however, financial aid did have differential impacts on the persistence of these students. 

These findings further indicate that financial aid can be used as a tool to equalize the 

opportunity within higher education for disadvantaged students, although the types of 

financial aid these students will be most responsive to does indeed vary, depending of the 

race of the student. 

St. John et al. (2005) also conducted research to examine the role of college costs 

and financial aid in promoting educational opportunity for racially diverse groups. These 

researchers employed the Nexus Model (Paulsen and St. John, 2002; St. John et al., 1996) 

as the guiding theoretical framework, which is the idea that there as a link between the 

reasons students initially select a particular college and their subsequent persistence 

decisions. Therefore, the financial reasons for initially choosing a college will influence 

the students' decision to persist based on the congruence between initial expectations and 

later experiences. Using the 1987 National Post-Secondary Students Aid Study (NPSAS) 

provided by the National Center for Education Statistics (NCES), these researchers 

considered variables related to student background, college choice, college experience, 

current aspirations, and financial support and analyzed the data using logistic regression 

and Delta P statistics. These researchers found that a larger percentage of African-

Americans decided on a college because of financial aid offers and low tuition and were 

more concerned about finances than were White students. Additionally, African-
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American students had higher grants, higher loans, lower tuition charges, but attended 

less expensive colleges than White students. Consequently, despite having greater 

financial need, African-American students could still only afford to attend cheaper 

colleges, when compared to White students. Among African-American students, grants 

were negatively associated with persistence, so as grant funding increased, the likelihood 

of persistence decreased. This is contrary to what one would expect based on past 

research, so St. John et al. (2005) suggest that this may have occurred because the amount 

of grants awarded to African-American students was inadequate to cover costs. 

Therefore, although African-American students may have received grants to help defray 

costs, these grants were insignificant as compared to the actual costs of attending, so 

despite the receipt of grant funds, these students were still unable to persist. Tuition costs 

were also negatively associated with persistence, with every $1,000 increase in tuition 

resulting in a 12% decrease in persistence for African-Americans. These findings were 

similar for White students; however, the negative effects of financial aid and tuition were 

much stronger for African-American students than for White students. These findings 

indicate that although there appears to be a negative relationship between financial aid 

and persistence for both African-American and White students, this is likely due to the 

insufficiency of financial aid at that time. Since African-American and White students 

are both sensitive to tuition costs, with African-American students being more price-

sensitive than White students, it is clear that the continued increases in tuition coupled 
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with the current financial aid inadequacy, will result in even lower persistence and higher 

attrition rates among African-American students (St. John et al., 2005). 

More recently, Chen and DesJardins (2010) examined the differences in student 

dropout behaviors among different racial and ethnic groups as related to the different 

types of financial aid. These researchers were particularly interested in whether or not 

gaps in student dropout rates could be mediated by the provision and timing of financial 

aid. These researchers integrated variables associated with several of the most popular 

models of student attrition including psychological, sociological, interactionist, and 

economic models. Chen and DesJardins employed the heterogeneous approach by 

adding economic concepts that may also help to explain any difference that was 

discovered. These variables include liquidity constraints of families, sensitivity to 

changes in financial aid types and amounts, as well as debt aversion. Using the Beginning 

Postsecondary Students Longitudinal Study (BPS) and the National Postsecondary 

Student Aid Study (NPSAS), these researchers analyzed the data using descriptive 

statistics and event history analyses. The Beginning Postsecondary Students 

Longitudinal Study (BPS) was the survey primarily used, with the National 

Postsecondary Student Aid Study (NPSAS) only used to fill in information for financial 

aid data that was missing from the Beginning Postsecondary Students Longitudinal Study 

(BPS), using a two-sample estimation strategy. Chen and DesJardins found that low-

income students, African-Americans, and Hispanics were more likely to drop out during 

all years of the observation period than were Whites and Asians. Overall, the Pell Grant, 
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subsidized loans, Perkins Loans and merit-based financial aid had a significant impact on 

reducing dropout risks, with the Pell Grant having the largest impact. However this 

finding differed depending on race. Asian and Hispanic students became significantly 

less likely to drop out as the amount of Pell Grant funding increased, as compared to 

Whites who were also awarded the Pell Grant; this finding was not statistically 

significant for African-American students. Although these findings differ from other 

research conducted regarding the impact of race and financial aid on persistence 

decisions, the overall message is clear that there are differences in dropout rates among 

African-American and Hispanics as compared to Whites, and that these differences can 

be reduced through the receipt of financial aid. 

Conclusion 

Overall, the preceding section provides a thorough, but not exhaustive discussion 

of the research that has been conducted to date regarding income, race, financial aid, and 

persistence. Although the researchers used different designs, methodologies, and 

provided varying results, it is incontrovertible that there are relationships between 

income, race, financial aid, and persistence that are worthy of additional examination. 

Despite dozens of studies examining the impact of each of these variables separately, 

there are significantly fewer that analyze these variables simultaneously, which 

considering the inconclusive findings generated thus far, would likely add depth to the 

existing body of literature. 
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The Role of Merit Aid in the Financing of Higher Education 

The following section outlines the evolution of merit-based financial aid programs 

offered at the institutional and state levels. A description of the merit-based financial aid 

programs offered in various states is also provided. The section concludes with a 

summary of the research examining the relationship between merit-based financial aid 

and persistence. 

The Evolution of Institutional and State Merit Aid Programs 

The Higher Education Act of 1965 not only expanded the role of the federal 

government in the financing of higher education, but with an overarching goal of 

providing access, the passage of this act also defined the criteria that would be used in 

determining eligibility for most financial aid programs. However, more recently, there 

has been a shift in the financial aid awarding criteria and now academic merit is more 

often the basis for which financial aid is awarded than financial need (Heller, 2008). 

Although the federal government continues to make a significant investment in need 

based programs, changes at the state and institutional levels have resulted in significantly 

more spending on merit-based programs than ever before (Heller, 2008). 

The National Center for Education Statistics (NCES) collects and analyzes data 

pertaining to institutions of higher education in the United States. Data from NCES 

indicate that during the eight-year period from 1995 - 2004, institutional spending for 

need-based grants increased 47% from $4.5 billion to $6.5 billion across community 

colleges, four-year public, and four-year private institutions. However, the expenditures 
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on merit-based financial aid tripled during this same time period from $2.4 billion to $7.6 

billion with the largest increases within the public colleges. Approximately $14.1 billion 

of institutional funding was spent on student aid during 2003, with 54% of these 

expenditures on merit-based financial aid. 

The National Association of State Student Grant and Aid Programs (NASSGAP) 

tracks state expenditures related to post-secondary education. At the state level, in 1998 

approximately $2.96 billion was spent on need-based financial aid programs and this 

figure rose to $6.09 billion in 2009, an increase of 105.4% over the last 10 years 

(NASSGAP, 2010). During the same time period, $717 million in merit-based financial 

aid was awarded in 1998, increasing to $2.37 billion in 2009, representing an increase by 

over 230% in the last 10 years (NASSGAP, 2010). This exponential spending in merit 

aid has primarily resulted from the creation of merit-based financial aid programs 

throughout the U.S., which were modeled after the Helping Outstanding Pupils 

Educationally (HOPE) Program that began in Georgia in 1993 (Heller, 2008). The 

primary objectives for these merit-based programs include (1) promoting college access 

and attainment, (2) keeping the "best and the brightest" students enrolled in college in 

their home states, and (3) rewarding and encouraging students who work hard or make 

significant academic achievements (Heller, 2008). Considering that only the first goal is 

consistent with the guiding principles of the Higher Education Act of 1965, it is no 

surprise that these awards are disproportionately made to high-income, majority students 

(Binder et al., 2000; Dynarski, 2002; Farrell, 2004; Heller, 2008). Additionally, these 
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merit-based awards have only widened the educational opportunity and attainment gaps 

that exist among low-income and high-income as well as majority and minority students 

(Binder et al., 2000; Dynarski, 2002; Farrell, 2004; Heller, 2008). 

State Specific Merit-Aid Programs 

Currently, there are 14 states with broad-based merit financial aid programs. The 

criteria for receiving these grants and scholarships vary by state, and can include high 

school grade point average, college grade point average, high school rank, SAT/ACT 

scores, and scores on standardized statewide testing. Table 1 provides a summary of the 

merit-based aid programs available in each state and includes the criteria as well as the 

monetary amounts for each of the awards. 
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Table 1 

State Merit Financial Aid Programs * 

Program Name Award Criteria Amount 

Georgia's Helping Outstanding Pupils 
Educationally (HOPE) Scholarship 
(1993) 

Mississippi Eminent Scholars Program 
(1996) 

Florida Bright Futures Scholarship 
(1997) 

New Mexico Lottery Success (1997) 

Missouri Higher Education Academic 
Scholarship Program (1997) 

Louisiana Tuition Opportunity 
Program for Students (1998) 

GPA 

GPA, ACT 

SAT/ACT 

GPA 
(college) 
SAT/ACT 

GPA, ACT 

Full tuition at public institutions in the 
state of GA with 3.7 high school GPA 
and 1200 SAT score, 90% of tuition 
costs with 3.0 GPA; $3,600/year at 
private institutions in the state of GA 

$2,500/year at MS public and private 
institutions 

Full tuition at FL public institutions or 
equivalent amount at private institutions 

Full tuition at NM public institutions 

$1,000 - $3,000 at MO public 
institutions 

Tuition & fees at LA public institutions 
or equivalent amount at private 
institutions 

South Carolina Legislative for Future 
Excellence Scholarship (1998) 

Alaska Scholars Award (1999) 

Kentucky Educational Excellence 
Scholarship (1999) 

Michigan Merit Award Scholarship 
(2000) 

GPA, Full tuition and fees at public 
SAT/ACT, institutions or equivalent amount at 

Rank private institutions 

Rank $ 11,000 to attend University of Alaska 

GPA Varies: $125 - $500/year 

ACT Tuition & fees at MI public institutions 
or independent institutions ($510 max at 
public, $1,610 max at independent) 

(continued) 
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State Merit Financial Aid Programs* (continued) 
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Program Name Award Criteria Amount 

Nevada Millennium Scholarship (2000) GPA $40/credit hour (lower division), 
$60/credit hour (upper division) at 
community college in NV 
$80/credit hour at public/private 
institutions in NV 

West Virginia Providing Real 
Opportunities for Maximizing In-State 
Student Excellence (PROMISE) 
Scholarship (2002) 

Tennessee HOPE Scholarship (2003) 

The John & Abigail Adams Scholarship 
Program in Massachusetts (2005) 

GPA, Full tuition and fees at public 
SAT/ACT institutions in WV or equivalent 

amount at private institutions 

GPA, $4,000 at public 4-year institution in 
SAT/ACT the state of TN, $2,000 at public 2-

year institution in the state of TN 

State testing Full tuition at MA public 
institutions 

* Source: State websites. 

In addition to the criteria for awarding these grants and scholarships, the expenditures for 

these awards also vary by state. Table 2 provides the expenditures for each of the merit-

based programs, the funding allocated for need-based funding, as well as the percentage 

of the total budget that is allocated for need-based and merit-based funding. 
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Table 2 

State Expenditures for Need-Based and Merit-Based Financial Aid Programs (in millions 
of dollars): 2008-2009* 

State 

Alaska 

Florida 

Georgia 

Kentucky 

Louisiana 

Massachusetts 

Michigan 

Mississippi 

Missouri 

Nevada 

New Mexico 

South Carolina 

Tennessee 

West Virginia 

Need-based 
Aid 
1.97 

133.99 

1.36 

61.4 

25.9 

82.83 

85.79 

1.58 

92.98 

32.51 

19.47 

26.99 

46.46 

5.01 

Percent of State 
Total 
2.3% 

19.7% 

0.2% 

31.8% 

16.4% 

62.9% 

41.5% 

5.7% 

71.9% 

54.8% 

23.5% 

8.5% 

14.9% 

4.5% 

Merit-based 
Aid 

-

429.01 

392.62 

90.7 

122.4 

-

74.3 

20.2 

35.8 

25.6 

51.66 

201 

220.85 

42.49 

Percent < 
State Tot 

-

63% 

68.2% 

46.9% 

77.6% 

-

36% 

72.8% 

27.7% 

43.3% 

62.5% 

63.6% 

71% 

38.3% 
*Source: NASSGAP, 2010. 

As indicated by the data above, in nine of the 12 states for which need-based and merit-

based expenditure information is provided, there is more money allocated each year for 

merit-based scholarship programs than there is for need-based scholarship programs. 
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States with more funding allocated for merit-based funding than need-based funding 

include: Florida, Georgia, Kentucky, Louisiana, Mississippi, New Mexico, South 

Carolina, Tennessee, and West Virginia. Additionally, in seven of the 12 states, more 

than 50% of the state's annual budget is allocated for merit-based financial aid programs. 

These states include Florida, Georgia, Louisiana, Mississippi, New Mexico, South 

Carolina, and Tennessee. It is therefore evident that in the majority of the states that have 

established merit-based financial aid programs, the funding for these programs has taken 

priority over funding for need-based programs, and as more states adopt programs similar 

to these, these trends are likely to continue. 

Merit-based Financial Aid and Persistence 

Considerable research has been conducted on the relationships between merit-

based financial aid programs and the promotion of access, considering this is the 

overarching goal of most merit-based programs in place today. However, there are 

significantly fewer studies that focus on the impact merit-based financial aid has on 

persistence and likelihood of graduation. Although it is important to know if access to 

post-secondary education has indeed improved as a result of state initiatives aimed at that 

objective, it is even more important to understand the outcomes of students for whom 

access is granted. 

It is not surprising that there are so few studies focused on the impact of merit-

based financial aid programs on persistence and graduation, considering the earliest 

program, Georgia's HOPE Scholarship, has only been in existence since 1993. Once an 
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interest in research regarding these programs had begun to surface, the primary focus was 

on whether or not these programs promoted access and increased college enrollment. 

Specifically, researchers have been interested in whether or not the HOPE Scholarship 

has impacted access to and enrollment within post-secondary institutions within the state 

of Georgia. More recently, researchers have started to examine the impact of the HOPE 

Scholarship on retention and graduation rates. Cornwell and Mustard (2006) presented 

an in-depth overview of the state of higher education in Georgia. Additionally, these 

researchers discussed the effect the HOPE Scholarship has had on retention and 

graduation rates in the state. There are 68 public post-secondary institutions within the 

state of Georgia, 21 are four-year institutions, 13 are degree-granting two-year 

institutions, and 34 are technical schools. The 21 four-year institutions along with the 13 

degree-granting two-year institutions comprise the University System of Georgia (USG). 

Prior to 1993, first-year retention rates within the USG were between 73.2% -75.8%; 

however following the establishment of the HOPE Scholarship Program, first-year 

retention rates within USG rose to 80.4% (Cornwell & Mustard, 2006). First-year 

retention rates at the state's flagship institution, The University of Georgia, rose to 90.7% 

in 2001 (Cornwell & Mustard, 2006). Between the years of 1987-1989 the four-year 

graduation rate within the USG was approximately 40% and in 1991, the six-year 

graduation rate was between 62% - 64% (Cornwell & Mustard, 2006). However, when 

graduation rates were later assessed in the year 2000, the four-year graduation rate had 

risen to 43.6% and the six-year graduation rate had risen to 73.6% (Cornwell & Mustard, 
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2006). Since the HOPE Scholarship had a minimum 3.0 grade point average 

requirement, at that time, to qualify and to maintain the scholarship, Cornwell and 

Mustard were also interested in whether or not the receipt of the scholarship prompted 

students to alter their course loads in order to improve the likelihood they would remain 

eligible. The researchers found that students who received the HOPE Scholarship were 

less likely to carry a full course load and were more likely to withdraw from one or more 

courses than students who did not receive the HOPE Scholarship. Although it is evident 

that students who receive the HOPE Scholarship do indeed alter their course loads, it is 

unclear whether or not these adjustments resulted in delays in academic progress or if 

these classes were made up at a later time (Cornwell & Mustard, 2006). Although the 

research conducted by Cornwell & Mustard only provides comparison data before and 

after the implementation of the HOPE Scholarship, it does offer information regarding 

the influence merit-based financial aid has on persistence and likelihood of graduation. 

Henry et al. (2004) also interested in the impact of merit aid on student 

performance, conducted research to compare the persistence and graduation rates of those 

with the HOPE Scholarship, those without the HOPE Scholarship, and those who initially 

received the HOPE Scholarship but later lost it due to a failure to meet the grade point 

average requirements. These researchers analyzed longitudinal from the USG and the 

Georgia Student Finance Commission (GSFC), which is the organization that provides 

oversight for the HOPE Scholarship (Henry et al., 2004). In an attempt to minimize 

selection bias, these researchers compared student who minimally met the grade point 
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average requirements to receive the HOPE Scholarship to those students who were just 

shy of meeting the requirements. Using Ordinary Least Squares Regression models and 

logistic regression models, Henry et al. analyzed year-to-year persistence, graduation 

rates, college credits earned, and grade point average. Contrary to the research of 

Cornwell and Mustard (2006), these researchers found that HOPE scholars earned more 

credit hours per year than students who did not receive the HOPE scholarship. However, 

consistent with the research of Cornwell and Mustard, Henry et al. found that HOPE 

scholars were more likely to persist through four years of college than were non-

recipients and were more than twice as likely to graduate from a two-year college within 

two years and 72% more likely to graduate from a four-year college within four years 

than non-recipients. It is important to note that approximately 85% of students who 

initially received the HOPE Scholarship lost their eligibility after 30 hours and only 3.5% 

remained HOPE eligible for four consecutive years. The effect of the HOPE Scholarship 

on persistence and graduation was then eliminated for those students who did not remain 

HOPE eligible. The findings from the current research offer additional substantiation for 

the relationship between merit-based financial aid, persistence, and timely graduation. 

However, this research expands on previous research through the use of more advanced 

statistical techniques, as well as data that demonstrate the effect of the HOPE Scholarship 

is only evident among students who retain their scholarship eligibility and that initial 

receipt of the scholarship has no subsequent effect on persistence. 



Although the discussion of state merit aid programs thus far has been limited to 

Georgia's HOPE Scholarship, research has also been conducted on New Mexico's 

Success Scholarship Program. Binder et al. (2000) sought to examine the enrollment 

effects before and after the establishment of the state merit aid program in New Mexico. 

Although the focus of this research was access and enrollment, there are findings related 

to persistence worthy of discussion. These researchers use a human capital model of 

investment as their theoretical framework, asserting that students will conduct a cost-

benefit analysis when deciding whether or not to enroll in college. Using longitudinal 

data from the University of New Mexico, primarily analyzing the data through 

descriptive statistics, these researchers determined that retention rates did not improve as 

a result of the scholarship program, instead the dropout rate from Fall 1994 to Fall of 

1995 increased from 28% prior to the scholarship program to 32% after the program was 

implemented (Binder et al., 2000). Additionally, students who received the scholarship 

had lower course loads than those students who did not receive the scholarship funds. 

The New Mexico Success Scholarship has less stringent qualifications for receiving and 

maintaining the scholarship as compared to the HOPE Scholarship, so it appears the 

scholarship attracted lower ability students, who likely may not have persisted in the first 

place. 

Overall, the research described above offers a glimpse into the impact of merit-

based financial aid on persistence and graduation, but unfortunately research is extremely 

limited as related to the examination of merit-based financial aid, persistence, and degree 
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attainment. However, considering the yearly expenditures by states on merit-based 

programs it is important that there is some understanding regarding whether or not these 

programs improve access and also how scholarship and grant recipients fare once 

enrolled. More importantly, a determination needs to be made regarding how these 

programs affect African-American, Hispanic, and low-income students, who have been 

historically underrepresented in higher education, and are most in need of financial aid 

funding to ensure their dreams of pursuing and completing post-secondary education are 

a reality. 

Theoretical Framework 

Many researchers and theorists have been critical of the higher education system 

in America both as a process and as a product (Lynch, 2000). When the higher education 

system is viewed as a process, it can be explained as the manner through which 

knowledge is transmitted. On the other hand, when the higher education system is 

viewed as a product, it is evaluated based on the opportunities and advantages that are 

available as a result of one being educated. Research focused on class stratification has 

been around for many years and was not originally directed at the educational system, but 

as time progressed, there was a connection made between education and the social 

stratification of classes (Lynch, 2000). Researchers concerned with the equality of 

education feel that people have a right to a more equal distribution of opportunities, 

whether this has to do with education, career advancement, or exposure in general 

(Lynch, 2000). Sociologists of education define equality objectives in terms of access, 
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participation, or outcome (Lynch, 2000). Equality as related to access can be described 

as access to different levels of education for everyone, including disadvantaged groups in 

a stratified society (Lynch, 2000). Equality of participation refers to the rates of 

participation as well as the quality of participation experienced by different groups within 

a society (Lynch, 2000). Equality of outcome has to do with the attainment and success 

of all members of a society, especially those that are disadvantaged (Lynch, 2000). It is 

only once opportunities for access, participation, and outcome are evenly distributed 

across all social groups, that equality in education has been achieved (Lynch, 2000). 

Bowles and Gintis (1976) postulated that in order to realize any objectives as 

related to equality, it is first necessary to ensure the equality of condition, otherwise it 

will be impossible to meet any educational equality goals within a class stratified society 

(Lynch, 2000). With this in mind, Bowles and Gintis (1976) expanded on Marxist 

theories regarding the division of labor and discussed Social Reproduction Theory as a 

manner through which the current social structures within a society are perpetuated over 

time. Pierre Bourdieu then expanded on this idea ever further and introduced the idea of 

capital to refer to the resources, rewards, and opportunities individuals use to compete for 

social status (Vryonides, 2007). There are three distinct forms of capital according to 

Bourdieu, which include economic capital, social capital, and cultural capital (Vryonides, 

2007). Economic capital is money, property, assets, or any other material goods with 

monetary value (Vryonides, 2007). Social capital consists of social connections and 

networks that provide access to certain opportunities and possessions (Vryonides, 2007). 



79 

Cultural capital is knowledge provided within the home environment by an individual's 

family that enables that individual to seek out benefits and opportunities only available to 

a select few (Vryonides, 2007). 

According to Bourdieu, cultural capital is the vehicle through which educational 

opportunities and benefits are available to some and not others. Therefore the focus here 

will be limited to discussion regarding cultural capital and how, through educational 

institutions, it reproduces the symbolic relationship between the classes within society 

(Bourdieu, 1973). Cultural wealth and cultural heritage are the two concepts that make 

up the idea of cultural capital. Cultural wealth can be described as connections with 

dominant members of society and exposure to specific experiences, which allows 

individuals to understand the codes associated with the dominant class (Bourdieu, 1973). 

Cultural wealth is something that is seemingly available to everyone, but really only 

belongs to those who have the means of securing it for themselves (Bourdieu, 1973). On 

the contrary, cultural heritage is transmitted by teaching in families and the teaching 

methods used in schools (Bourdieu, 1973). Cultural heritage is seemingly offered to 

society as a whole, but in actuality, only those who possess cultural wealth will have the 

capacity to benefit from cultural heritage with the pedagogical techniques used in school 

(Bourdieu, 1973). Bourdieu therefore asserts that the educational system has an implicit 

way of teaching that necessitates a familiarity with the dominant culture and offers 

training that can only be acquired by those who are predisposed to take advantage of the 

information (Bourdieu, 1973). As individuals more further from the dominant culture in 



the class hierarchy, they become less likely to gain anything from the educational 

experience (Bourdieu, 1973). Consequently these individuals are relegated to lower 

educational streams or dropout because of the nonexistent teaching strategies that exclude 

the majority of recipients from the intended message (Bourdieu, 1973). The truth is that 

there are indeed mechanisms and social motives that actually determine the opportunity 

for advancement among the disadvantaged, and the school system represents one such 

mechanism (Bourdieu, 1973). This segregation among classes begins early on and is 

reinforced through the educational system and can explain how those who are the most 

culturally privileged enroll at institutions that reinforce this advantage, while those who 

are culturally deprived enroll at institutions that reinforce their detriment (Bourdieu, 

1973). The dominant or ruling class is consequently able to monopolize the most 

prestigious educational opportunities and advancements, but appear to offer these 

opportunities to everyone when indeed the qualifying criteria were only available to a 

few in the first place (Bourdieu, 1973). 

Social Reproduction Theory is therefore used as a potential explanation for how 

and why financial aid programs that are seemingly created to serve disadvantaged and 

marginalized students indeed may actually only benefit students from higher social 

classes. Past research has demonstrated that low-income and minority students are more 

responsive to grants than loans, SQ a shift from financial aid that does not have to be 

repaid to loans, which do require repayment, may represent an inherent manner through 

which to eliminate students with lower social status from the pursuit of higher education. 
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Additionally, a shift from need based financial aid programs to those that are based solely 

on merit, would also prove disadvantageous to students from lower social classes, as 

these students are less likely to have the educational opportunities available to them that 

would result in the academic performance required for these merit awards. In other 

words, students from lower social classes are less likely to attend elementary, middle and 

high schools with the rigor and academic competitiveness of schools attended by students 

from higher social classes. This lack of exposure to academic and educational rigor 

therefore results in decreased cultural capital, namely cultural heritage. Consequently, 

students from lower social classes are not as academically prepared to compete for these 

merit-based awards. Social Reproduction transmitted by way of cultural capital may 

therefore offer a plausible explanation regarding how programs designed to improve 

access to and success within post-secondary institutions may only have the desired 

benefits among a small sample of students who are very dissimilar from the intended 

beneficiaries. 

Summary 

There are no mandates set forth by the United States Constitution regarding the 

federal government's role in financing higher education. When the GI Bill was passed in 

1944, the federal government began providing assistance to veterans to attend college. 

Following the passage of the National Defense Act of 1958, the federal government 

increased its financing of higher education in an effort to improve its standing in the 

advancement of space technology relative to other nations (Altbach et al., 2005). Years 
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later in 1965 through Title IV of the Higher Education Act, the federal government 

expressed its commitment to expanding post-secondary educational opportunities by 

ensuring that students who wanted to attend college would not be limited by their 

inability to pay (Altbach et al., 2005). There are two ways through which the federal 

government provides funding for higher education. Funding is provided to colleges and 

universities for research and development and financial aid is provided directly to 

students and their families. The Federal Student Aid division is responsible for oversight 

of the financial aid programs offered by the federal government and these programs are 

the most comprehensive source of student financial aid in the United States, awarding 

more than $100 billion in financial aid to approximately 14 million students each year 

(U.S. Department of Education et al., 2010). Although there are several financial aid 

programs offered by the federal government for post-secondary education, all of the 

programs fall into one of three categories of financial aid: grants, loans, or work-study. 

The focus of the current research will be limited to the Federal Pell Grant Program and 

the Stafford Loan Program specifically, as these programs are currently the largest 

federal financial aid programs (U.S. Department of Education & Federal Student Aid, 

2009). The Federal Pell Grant Program provides need-based grant funding to students 

and is considered the largest need-based program offered by the federal government. 

During fiscal year 2009, approximately $18.4 billion in Pell Grant funds were awarded to 

6.2 million students (U.S. Department of Education & Federal Student Aid, 2009). The 

Direct Stafford Loan Program offers financial assistance to students in the form of need-
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based and non need-based loans with $22.3 billion dollars awarded to 2.9 million 

students during fiscal year 2009 (U.S. Department of Education & Federal Student Aid, 

2009). 

The original purpose of the Higher Education Act of 1965 was to make the pursuit 

of post-secondary education a possibility for anyone, despite financial limitations, so it is 

important to know how students who participate in the various federal financial aid 

programs fare in the post-secondary education system. Researchers have been interested 

in the relationship between financial aid and persistence since the 1970s and one such 

example of this interest is research conducted by St. John (1990b). St. John (1990b) 

conducted research to determine how responsive students were to price and how this 

responsiveness influenced their persistence decisions. Using longitudinal data from the 

National Center for Education Statistics (NCES), St. John conducted logistic regression 

analyses and Delta P statistics and determined that students were consistently responsive 

to the financial aid awarded, but they were not consistently responsive to the prices 

associated with attending college. Furthermore, financial aid was determined to be 

predictive of persistence throughout the students' college experience (St. John, 1990b). 

Additionally, DesJardins et al. (2001) conducted research in an effort to examine how 

different financial aid packages influence attrition over time. These researchers also used 

simulations to consider how changes in financial aid affect students' departure decisions. 

As opposed to examining the amount of financial actually received, DesJardins et al. 

(2001) examined the amount of financial aid offered to students because they felt this was 
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a better representation of the availability of financial aid than the actual amount received. 

Using a single risk, discrete-time hazard model, these researchers found that all types of 

financial aid were associated with decreased stopouts with the exception of need-based 

grants (DesJardins et al., 2001). Scholarships were found to have the greatest positive 

influence on retention, work-study had the next largest influence within the first two 

years, but then campus employment had a larger influence in later years. It is important 

to note that campus employment differs from the federally-administered work-study 

program. Campus employment consists of employment opportunities available to all 

students, regardless of need, whereas work-study is a need-based financial aid program. 

Lastly, Stafford Loans were determined to have the smallest positive influence on 

stopouts. 

As researchers increasingly began to study the relationship between financial aid 

and persistence, they began to pay special attention to how the income level of students' 

families affected this relationship. Walpole (2003), concerned about the college 

experiences and outcomes of low-income students, conducted research to examine the 

academic outcomes of low-income students as compared to high-income students. Using 

the theoretical perspectives of Bourdieu (1973), Walpole (2003) asserted that low-income 

students may have very different experiences and post-secondary outcomes than their 

high-income peers. Walpole (2003) speculated that the students' socio-economic status 

may have an effect on their educational outcomes despite seemingly comparable 

educational opportunities as their high-income counterparts. Using a sample of 12,376 
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students, Walpole (2003) analyzed various variables associated with persistence and the 

college experience and found that low-income students spent less time in student clubs, 

less time studying, reported lower grade point averages, and spent more time working 

than high-income students. Additionally, several years after entering college, low-

income students reported lower incomes, lower rates of graduate school enrollment, and 

lower levels of educational attainment than students in general (Walpole, 2003). Walpole 

(2003) concluded that for low-income students, college enrollment and degree attainment 

may not necessarily ensure that they have the same opportunities as their high-income 

peers because in spite of educational attainments, high-income students may still have 

other advantages that ensure their success later on. 

Researchers have also demonstrated interest in how the relationship between 

financial aid and persistence varies among different racial groups. Chen and DesJardins 

(2010) examined the differences in student dropout behaviors among different racial and 

ethnic groups as related to various types of financial aid. Specifically, these researchers 

were interested in whether or not the provision and timing of financial aid could mediate 

student dropout rates. Using longitudinal data provided by the National Center for 

Education Statistics (NCES), Chen and DesJardins analyzed the data using descriptive 

statistics and event history modeling. These researchers found that low-income, African-

American, and Hispanic students were more likely to dropout than were White and Asian 

students (Chen & DesJardins, 2010). However, the Pell Grant, subsidized Stafford 



Loans, Perkins Loans, and merit-based financial aid all had a significant impact on 

reducing dropout risks, with the Pell Grant having the largest impact. 

More recently, there has been a shift in financial aid awarding criteria and 

academic merit is more often the basis for which financial aid is awarded than financial 

need (Heller, 2008). Even though the federal government continues to make a significant 

investment in need-based financial aid programs, the states have begun spending 

significantly more on merit-based financial aid programs (Heller, 2008). The National 

Association of State Grant and Aid Programs (NASSGAP) indicates that there has been 

an increase of 104% over the last 10 years on need-based financial aid programs offered 

at the state level (NASSGAP, 2010). However, during the same span of time, spending 

on merit-based financial aid programs has increased by over 230% (NASSGAP, 2010). 

Programs like the Helping Outstanding Pupils Educationally (HOPE) Program have 

primarily contributed to this increased spending with 13 states adopting similar programs 

since 1993. Interested in whether or not these programs have any impact on persistence 

and graduation rates, Cornwell and Mustard (2006) examined retention and graduation 

rates before and after the establishment of the HOPE Scholarship Program in Georgia. 

These researchers found that following the establishment of the HOPE Scholarship 

Program, first-year retention rates improved and 4-year and 6-year graduation rates also 

improved (Cornwell & Mustard, 2006). However, research conducted by Binder et al. 

(2000) on the New Mexico Success Scholarship yielded very different results. These 

researchers analyzed archival data primarily using descriptive statistics and found that 
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persistence rates did not increase following the implementation of the scholarship 

program, instead persistence rates actually decreased. These findings are contradictory to 

the findings of Cornwell and Mustard (2006) and one reason for this contradiction likely 

has to do with the academic requirements for these scholarship programs. The HOPE 

Scholarship Program requires a much higher grade point average to gain eligibility for 

the scholarship as well as to maintain it. On the other hand, the academic requirements 

for the New Mexico Success Scholarship are significantly less stringent. It is therefore 

likely that many of the students who received the HOPE scholarship would have 

persisted through graduation anyway, but the inflated figures actually represent increases 

due to the number of students who remained in state and attended college (Cornwell & 

Mustard, 2006). Because the New Mexico Success Scholarship Program attracted lower 

ability students, it is possible these students would not have persisted anyway (Binder et 

al , 2000). 

Throughout the literature there have been inconsistencies regarding the 

relationship between financial aid, persistence, and likelihood of graduation. Some 

researchers have found a positive relationship, others a negative relationship, and still 

others' results have been inconclusive. However, the majority of the research conducted 

to date indicates that there is a relationship between financial and persistence, although 

this relationship varies depending on the type of financial aid awarded, the amount of 

financial aid awarded, as well as the income level and race of the student. Social 

Reproduction Theory is offered as a possible explanation for how and why programs that 
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were designed to provide assistance to underrepresented students such as low-income 

students and minorities, fail to reach these populations. Social Reproduction Theory is 

described as a manner though which the current social structures in society are 

perpetuated over time. Bourdieu (1973) discussed this perpetuation as related to 

economic, social, and cultural capital. Of primary interest in the current research, 

cultural capital is the mechanism through which educational opportunities and benefits 

are available to some and not others. Cultural heritage and cultural wealth make up the 

idea of cultural capital and consist of teachings by families and in schools as well as 

connections to the dominant members of a society that allow individuals to understand 

the codes associated with the dominant class (Bourdieu, 1973). Bourdieu (1973) posits 

that only those individuals who already possess cultural wealth will have the capacity to 

benefit from cultural heritage. The educational system provides education in such a way 

that requires familiarity with the dominant culture, so the knowledge and training in 

schools will only be acquired by those who have the capacity, based on exposure and 

teachings within the family, to receive it (Bourdieu, 1973). Because those individuals 

who are most dissimilar from the dominant class are unable to gain anything from the 

educational experience, the educational system is in no way beneficial to them and does 

not provide them with the knowledge needed to advance. Bourdieu (1973) therefore 

concludes that the educational system represents a mechanism through which existing 

social structures can be reproduced and the dominant class can control the most esteemed 

educational opportunities and advancements. Social Reproduction Theory is therefore 
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offered as a potential explanation for how and why financial aid programs appear to be 

created for the benefit of the under-represented, yet may only benefit those students from 

higher social classes. 



CHAPTER 3 

RESEARCH DESIGN AND METHODOLOGY 

Introduction 

The purpose of the current research was to determine how the type and amount of 

federal and state financial aid received is related to persistence and timely graduation 

among African-American, Hispanic, and low-income students. This chapter will provide 

an overview regarding the research design, compilation of data, and statistical analysis 

techniques that were employed. This chapter is divided into five sections. The first 

section summarizes the research questions and states the hypotheses. The second section 

outlines the research design. The third section provides a description of the survey 

instrument that provided the data to be used for the current research. The fourth section 

provides information regarding the participant data selected for inclusion in the current 

research. The final section describes the data analysis procedures and techniques. 

Research Questions and Hypotheses 

The following research questions were examined in this study: 

1. To what extent does the amount of Federal Pell Grant funding that African-

American and Hispanic students receive predict their year-to-year persistence 

and degree attainment (within six years)? 

Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among African-American students. 

90 
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Hoib: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among Hispanic students. 

Hoic: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among African-American 

students. 

Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among Hispanic students. 

2. To what extent does the amount of need-based subsidized Stafford Loans that 

African-American, Hispanic, and low-income students receive predict their 

year-to-year persistence and degree attainment (within 6 years)? 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among African-

American students. 

Ho2t>: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among Hispanic 

students. 

Ho2C: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among low-

income students. 
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Ho2d: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among African-American students. 

Ho2e: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 

Ho2f: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among low-income students. 

3. To what extent does the amount of non need-based unsubsidized Stafford 

Loans that African-American, Hispanic, and low-income students receive 

predict their year-to-year persistence and degree attainment (within six years)? 

Ho3a: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

African-American students. 

Ho3t,: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

Hispanic students. 

Ho3C: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among low-

income students. 
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Ho3d: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor degree attainment (within six years) 

among African-American students. 

Ho3e: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 

Ho3f: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among low-income students. 

4. What are the demographic characteristics of students who receive merit-based 

financial aid offered at the state level? 

5. Among African-American, Hispanic, and low-income students, to what extent 

does merit-based financial aid offered at the state level predict their degree 

attainment (within six years)? 

Ho5a: Among African-American students, merit-based financial aid offered at the 

state level is not a statistically significant predictor of degree attainment 

(within six years). 

Host,: Among Hispanic students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 
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Ho5C: Among low-income students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 

6. Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized 

Stafford Loans, and state merit-based financial aid, which type is the best 

predictor of year-to-year persistence and degree attainment (within six years) 

among African-American, Hispanic, and low-income students? 

Ho6a: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among African-American students. 

Ho6b: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among Hispanic students. 

Ho6C: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among low-income students. 

Ho6d: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among African-American students. 
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Ho6e: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among Hispanic students. 

Ho6f: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among low-income students. 

Research Design 

Longitudinal data were analyzed using an ex post facto research design. 

Kerlinger (1964) describes ex post facto research as research in which the independent 

variable(s) have already occurred so the researcher is only able to begin by observing the 

dependent variable(s). In other words, there was no manipulation of the independent 

variable(s), only the retrospective examination for possible relationships. For the 

purposes of the current research, the independent variables were socio-economic 

background, race, the type of financial aid received, and the amount of financial aid 

received. The dependent variables were persistence and rate of degree attainment. 

Population 

The population from which the sample for the Beginning Postsecondary Students 

Longitudinal Study (BPS) was drawn included students who began post-secondary 

education for the first time during the 2003-2004 academic year at any post-secondary 

institution with the United States and Puerto Rico (U.S. Department of Education, 2009). 



Sample 

The Beginning Postsecondary Students Longitudinal Study (BPS) contains 

responses from approximately 16,700 students, although the data for all of these students 

will not be of interest in the current research. The sample for the current research was 

limited to students who met the following criteria: 

1. Undergraduate students enrolled at a four-year public, four-year private, or 

four-year proprietary institutions were included. Undergraduate students 

enrolled at two-year institutions and graduate students were excluded from 

all analyses. 

2. Undergraduate students who indicated a race or ethnicity of White, African-

American/Black, or Hispanic/Latino were included. Those students who 

indicated their race/ethnicity as Asian, American Indian, Alaska Native, 

Native Hawaiian, Pacific Islander, other, or more than one race, were also 

excluded from all analyses. 

Survey Instrumentation 

The National Center for Education Statistics (NCES) is the primary federal 

agency charged with the collection, analysis, and reporting of data regarding the system 

of education in the United States (U.S. Department of Education, 2009). The Beginning 

Postsecondary Students Longitudinal Study (BPS) is one such survey administered by 

NCES, which provided the data for the current research. The National Postsecondary 

Student Aid Study (NPSAS) is a recurring, nationally representative survey of how 



97 

students and their families pay for college, and serves as the base study for the Beginning 

Postsecondary Students Longitudinal Study (BPS) (U.S. Department of Education, 2009). 

Students who are identified as first-time beginners (FTBs) on the National Postsecondary 

Student Aid Study (NPSAS) are selected for inclusion in the Beginning Postsecondary 

Students Longitudinal Study (BPS) and are then followed for a period of six years to 

monitor their academic progress (U.S. Department of Education, 2009). The available 

data include undergraduate and graduate students enrolled at two-year public and 

proprietary institutions, as well as four-year public, private, and proprietary institutions. 

The most recent administration of the Beginning Postsecondary Students Longitudinal 

Study (BPS) began tracking first-time students in 2004 and followed-up with these 

students again in 2006 and for the final time in 2009. The data collected on these 

students include information related to continued education and experience, persistence, 

graduation, education financing, entry into the workforce, and the relationship between 

post-secondary education and personal outcomes. 

All institutions meeting the eligibility requirements for administering Title IV 

federal financial aid were asked to provide a list of students to serve as the sample for the 

NPSAS:04. Those students who were first-time beginners in 2004 were then selected for 

inclusion in the BPS:04. These students were then asked to participate in follow-up 

surveys in 2006 and in 2009 either via the web or telephone interviews, and the students 

received financial compensation for their participation in each of the surveys (U.S. 

Department of Education, 2009). Initially, there were 24,990 students identified from 
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the National Postsecondary Student Aid Study (NPSAS) as being first-time beginners, 

eligible for inclusion in the BPS:04 (U.S Department of Education, National Center for 

Education Statistics, 2011). Prior to the first follow-up study, a determination was made 

regarding the confirmation or rejection of the students' initial first-time beginner 

classification using data elements such as the students' high school graduation date, 

undergraduate class level, and loan receipt dates (U.S Department of Education, National 

Center for Education Statistics, 2011). The sample was then reduced to 23,090 students 

classified as first-time beginners (U.S Department of Education, National Center for 

Education Statistics, 2011). The first follow-up study was conducted, the BPS:04/06, in 

which students were surveyed regarding their enrollment and persistence; their financial 

aid information had already been obtained via the National Postsecondary Student Aid 

Study (NPSAS). At the conclusion of the BPS:04 data collection, ineligible cases were 

removed and the sample was reduced to 18,640 cases (U.S Department of Education, 

National Center for Education Statistics, 2011). In 2009, these students were surveyed 

for the last time for the BPS:04/09, which asked follow-up questions regarding 

enrollment and persistence. The sample of 18,640 cases was further reduced to 16,120, 

which reflected the removal of those respondents with insufficient data from the 

BPS:04/06 and the BPS:04/09 (U.S Department of Education, National Center for 

Education Statistics, 2011). 

In order to precisely measure the variables of interest and examine the data that 

correspond to the research questions posed in the current research, it was necessary to 



determine which questions in the Beginning Postsecondary Students Longitudinal Study 

(BPS) most accurately reflected measurement of the variables in each of the research 

questions. Therefore, the Beginning Postsecondary Students Longitudinal Study (BPS) 

has been examined in great detail. All survey questions were considered and those data 

elements that were most reflective of the information to be obtained through the research 

questions were selected for analysis. 

Psychometric Properties of the Beginning Postsecondary Students Longitudinal Study 

In order to ensure the validity of information contained the BPS:04/09 there were 

several procedures employed by NCES. First, multiple sources of data were used to 

gather respondent information and improve the validity of the survey. Although some of 

the information contained in the BPS:04/09 was obtained from student interviews, much 

of the information was provided through the use of student records, the Integrated 

Postsecondary Education Data System (IPEDS), the Central Processing System (CPS), 

the National Student Loan Database (NSLDS), College Board, ACT, the National 

Student Clearinghouse (NSC), student transcripts, and college catalogues (U.S 

Department of Education, National Center for Education Statistics, 2011). 

Variables with missing data or any respondent interviews on the BPS:04/09 that 

were incomplete required imputation of their BPS:04/09 data, using data from the sources 

described above. There were two types of imputation methodologies used for the 

BPS:04/09 (U.S Department of Education, National Center for Education Statistics, 

2011). Deterministic imputation was used when a logical relationship existed between 



variables such that a specific value could be assigned for the missing value (U.S 

Department of Education, National Center for Education Statistics, 2011). In those 

instances when deterministic imputation could not be used, the stochastic imputation was 

employed (U.S Department of Education, National Center for Education Statistics, 2011). 

Stochastic imputation is a two-step process, which first involves partitioning the dataset 

into imputation classes of homogenous respondents, based on the variable to be imputed 

(U.S Department of Education, National Center for Education Statistics, 2011). Next, 

using donor data from the same dataset, the missing data are replaced with valid data 

from donor records in the same imputation class (U.S Department of Education, National 

Center for Education Statistics, 2011). In this way, missing values could be imputed in a 

way that best represented the most likely response based on the responses from similar 

students, which would also improve the validity of the instrument. 

Analyses of field test data included an examination of the reliability of the self-

reported responses to interview questions. The analyses revealed consistently reliable 

results with approximately 33 out of the 39 self-report items yielding percentage 

agreement of 80 percent or higher (U.S. Department of Education, 2009). 

Sources of Data 

The Beginning Postsecondary Students Study (BPS) contains several hundred 

data elements, so it was first necessary to determine which data elements were the most 

appropriate to answer the research questions of interest. The following section restates 



each research question and includes the specific data elements that were used for the 

purposes of analyses. 

Research Question 1: To what extent does the amount of Federal Pell Grant 

funding that African-American and Hispanic students receive predict their year-to-year 

persistence and degree attainment (within six years)? The independent variable of race, 

as measured by the BPS variable 'Race', served as a filter through which only the 

responses of African-American and Hispanic students were included in the analyses. All 

other races and ethnicities were excluded. The independent variable of amount of Pell 

Grant funding received was measured by the following BPS variables: 'Pell Grant 

amount during 2003 - 2004' (PELL04), 'Cumulative Pell through 2006' (PELLCU06), 

and 'Cumulative Pell through 2009' (PELLCU09). 'Pell Grant amount during 2003 -

2004' is a continuous variable that indicates the amount of Pell Grant funding students 

received during the 2003 - 2004 year and ranges from $100 to $4050. 'Cumulative Pell 

through 2006' is a continuous variable that indicates the cumulative amount of Pell Grant 

funding received from 2003 - 2006 and ranges from $100 to $12,150. 'Cumulative Pell 

through 2009' is a continuous variable that represents the cumulative amount of Pell 

Grant funding received from 2003 - 2009 and ranges from $0 to $25,241. Although 

continuous variables are usually preferred for statistical analysis purposes because they 

yield more information, the continuous financial aid variables in the current research 

were categorized instead. The decision to categorize these variables stemmed from 

previous research in which the findings indicated financial aid in varying amounts 
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differentially impacted the persistence and attainment of students. Therefore, although 

the analysis of the continuous variables would indicate the direction of the relationship 

and predictive strength of the variable, there would be no way to determine the point at 

which the direction of the relationship changed or the predictive strength weakened, 

without the categorization of these variables. See Table 5 in Chapter 4 for the categorical 

range used for analysis purposes for the variable, Pell Grant. The dependent variable of 

year-to-year persistence was measured by the BPS variables 'Cumulative persistence and 

attainment anywhere 2003 - 2004' (PROUT1), 'Cumulative persistence and attainment 

anywhere 2005 - 2006' (PROUT3), and 'Cumulative persistence and attainment 

anywhere 2008 - 2009' (PROUT6). These categorical variables for 2003 - 2004 and 

2005 - 2006 have four possible categorizations: attained Associate's degree, attained 

certificate, no degree still enrolled, and no degree left without return. An academic year, 

according to the BPS, runs from July of one year to June of the next year, inclusive. The 

BPS variable of 'Cumulative persistence and attainment anywhere 2008 - 2009'consists 

of the following labels: attained Bachelor's degree, attained associate's degree, no 

degree still enrolled, and no degree left without return. Those students who attained an 

Associate's degree, attained a certificate, attained a Bachelor's degree, or obtained no 

degree but were still enrolled, persisted, for the purposes of the current research. 

Although persistence data was available for each of the six years of the study, persistence 

was only measured during the three academic year periods described above to minimize 

the error associated with conducting multiple analyses. The dependent variable of degree 



103 

attainment (within six years) was measured by the BPS variable of 'Cumulative 

persistence and attainment anywhere 2008 - 2009' (PROUT6) and only included those 

students who completed a bachelor's degree during the 2008 - 2009 year. . 

Research Question #2: To what extent does the amount of need-based subsidized 

Stafford Loans that African-American, Hispanic, and low-income students receive 

predict their year-to-year persistence and degree attainment (within six years)? The BPS 

variable 'Race' served as the first filter, followed by income as measured by 'Income 

group 2003 - 2004' (INCGRP2). 'Income group 2003 - 2004' is a continuous variable 

that consists of four income groups. An annual household income of less than $31,000 

was considered low-income. An annual income of $31,000 - $56,000 was considered 

low-middle, an annual income of $57,000 - $89,000 was considered high-middle and an 

annual income of more than $89,000 was considered high. The only group of interest in 

the current research question was those students classified as low-income. The 

independent variable of amount of subsidized Stafford Loans received was measured by 

the following BPS variables: 'Stafford Subsidized Loan 2003 - 2004' (STSUB04), 

'Cumulative Stafford Subsidized through 2006' (STSCUM06), and 'Cumulative Stafford 

Subsidized through 2009' (STSCUM09). 'Stafford Subsidized Loan 2003 - 2004' is a 

continuous variable that indicates the amount of subsidized Stafford Loans received 

during the 2003 - 2004 year and ranges from $101 to $5500, categorized as < $2,500 and 

$2,500 - $5,500. 'Cumulative Stafford Subsidized through 2006' is a continuous variable 

that indicates the cumulative amount of subsidized Stafford Loans received from 2003 -



2006 and ranges from $100 to $15,672, categorized as < $5,000, $5,000 - $9,999, and 

$10,000 - $15,672. 'Cumulative Stafford Subsidized through 2009' is a continuous 

variable that represents the cumulative amount of subsidized Stafford Loans received 

from 2003 - 2009 and ranges from $0 to $26,438, categorized as < $5,000, $5,000 -

$14,999, and $15,000 - $26,438. The dependent variables of year-to-year persistence and 

degree attainment (within six years) were measured in the same way described above for 

the preceding research question. 

Research Question #3: To what extent does the amount of non need-based 

unsubsidized Stafford Loans that African-American, Hispanic, and low-income students 

receive predict their year-to-year persistence and degree attainment (within six years)? 

As described earlier, the BPS variables 'Race' and 'Income group 2003 - 2004' were 

used as filters to analyze only the responses of African-American, Hispanic, and low-

income students. The independent variable of amount of unsubsidized Stafford Loans 

received was measured by the following BPS variables: 'Stafford Unsubsidized Loan 

2003 - 2004' (STUB04), 'Cumulative Stafford Unsubsidized through 2006' 

(STUCUM06), and 'Cumulative Stafford Unsubsidized through 2009' (STUCUM09). 

'Stafford Unsubsidized Loan 2003 - 2004' is a continuous variable that indicates the 

amount of unsubsidized Stafford Loans received during the 2003 - 2004 year and ranges 

from $102 to $10,000, categorized as < $5,000 and $5,000 - $10,000. 'Cumulative 

Stafford Unsubsidized through 2006' is a continuous variable that indicates the 

cumulative amount of unsubsidized Stafford Loans received from 2003 - 2006 and 
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ranges from $100 to $24,625, categorized as < $12,000 and $12,000 - $24,265. 

'Cumulative Stafford Unsubsidized through 2009' is a continuous variable that represents 

the cumulative amount of unsubsidized Stafford Loans received from 2003 - 2009 and 

ranges from $102 to $38,122, categorized as < $10,000, $10,000 - $19,999, and $20,000 -

$38,122. The dependent variables of year-to-year persistence and degree attainment 

(within six years) were measured in the same way described above for the preceding 

research questions. 

Research Question #4: What are the demographic characteristics of students who 

receive merit-based financial aid offered at the state level? This research question will 

require demographic information contained in the BPS including race and income level 

for those students who received state merit-only funds during the 2003 - 2004 year. 

Research Question #5: Among African-American, Hispanic, and low-income 

students, to what extent does merit-based financial aid offered at the state level predict 

their degree attainment (within six years)? The BPS variables of 'Race' and 'Income 

group 2003 - 2004' were used as filters in the same method described earlier. 'State 

merit only grants 2003 - 2004' was the independent variable and indicates whether or not 

a student received merit-based funding offered at the state level during the 2003 - 2004 

academic year. This is the only year this variable was captured or measured by the BPS. 

The dependent variable of degree attainment (within six years) was measured by the BPS 

variable 'Highest degree attained anywhere through 2009', as described in preceding 

research questions. 



Research Question #6: Considering the Federal Pell Grant, subsidized Stafford 

Loans, unsubsidized Stafford Loans, and state merit-based financial aid, which type is the 

best predictor of year-to-year persistence and degree attainment (within six years) among 

African-American, Hispanic, and low-income students? The independent variables of 

interest here were Pell Grant funding received, subsidized Stafford Loans received, 

unsubsidized Stafford Loans received, and state merit only grants received. Data were 

filtered by 'Race' and 'Income group 2003 - 2004' as described previously. The 

dependent variable of degree attainment (within six years) was again measured by the 

BPS variable 'Cumulative persistence and attainment anywhere 2008 - 2009', as 

described in preceding research questions. 

Based on past research that has identified several variables consistently related to 

persistence and degree attainment, a model of prediction was created including the 

following variables: academic integration, social integration, grade point average, 

delayed enrollment, and parents' highest level of education. These items are represented 

by the BPS items of 'Academic integration index 2004'(ACAINX04), 'Academic 

integration index 2006' (ACAIN06), 'Social integration index 2004' (SOCINX04), 

'Social integration index 2006' (SOCINX06), 'Grade point average estimate 2006' 

(GPA06), 'Delayed enrollment into PSE (post-secondary education): Number of years 

2003 - 2004' (DELAYENR), and 'Parents' highest level of education'(PAREDUC), 

respectively. 



Description of Analyses 

Descriptive statistics were used to address the research question regarding the 

demographic characteristics of students who receive state merit-based financial aid. 

Logistic regression analyses were used to consider the predictive relationships between 

financial aid, persistence, and degree attainment. See Appendix C for research questions, 

sources of data, and the type of analysis required for each question. 

Summary 

The purpose of the current research was to examine the relationships between 

financial aid, persistence, and degree attainment among African-American, Hispanic, and 

low-income students. There are six research questions that addressed these relationships 

and included consideration of federal and state financial aid programs. Specifically, the 

federal financial aid programs of interest were the Pell Grant Program and the Stafford 

Loan Program. The state financial aid program of interest was broad-based merit aid 

programs. 

An ex post facto research design was employed using data provided by the 

National Center for Education Statistics (NCES). The Beginning Postsecondary Students 

Longitudinal Study (BPS) was the survey instrument that captured financial aid, 

persistence, and degree attainment information for students who began post-secondary 

education for the first time during the 2003 - 2004 academic year. The Beginning 

Postsecondary Students Longitudinal Study (BPS) is a nationally-representative sample 

that contains responses from approximately 16,700 students. However, the sample for 
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the current research did not include the analysis of data from all 16,700 students, but was 

delimited to undergraduate students who indicated a race or ethnicity of African-

American/Black, or Hispanic/Latino. 

The statistical analyses that were conducted to answer the research questions of 

interest include descriptive statistics and logistic regression. These results will be 

examined in order to determine the nature of the relationship that exists between financial 

aid, persistence, and timely degree attainment among African-American, Hispanic and 

low-income students. 



CHAPTER 4 

RESULTS 

Introduction 

The current research involved the investigation of the relationship between 

financial aid, persistence, and attainment among under-served students. Specifically, 

federally administered financial aid programs and state merit aid programs were explored 

to determine whether the types and amounts of financial aid received were predictive of 

persistence and timely graduation among African-American, Hispanic, and low-income 

students. 

An ex post facto research design was employed using data provided by the 

National Center for Education Statistics (NCES). The Beginning Postsecondary Students 

Longitudinal Study (BPS) tracked students who began post-secondary education for the 

first time during the 2003 - 2004 academic year for six years through the 2008 - 2009 

academic year. The Beginning Postsecondary Students Study (BPS) contains responses 

from approximately 16,700 students and contains information regarding persistence, 

graduation, education financing, entry into the workforce, and the relationship between 

post-secondary education and personal outcomes. However, only persistence, 

graduation, and educational financing were of interest in the current research. 

Additionally, although the sample contains responses from approximately 16,700 

students, the sample for the current research was limited to those students who enrolled at 
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110 

four-year public, four-year private, or four-year proprietary institutions. Furthermore, 

only responses from those students who indicated race or ethnicity of African-

American/Black or Hispanic/Latino were included for analyses purposes. Logistic 

regression was an appropriate method of data analysis for each of the research questions, 

with the exception of one, for which only descriptive statistics were used. 

Research Questions and Hypotheses 

The relationship between financial, persistence, and timely graduation among 

under-served groups (African-American, Hispanic, and low-income students) was 

examined through six research questions that pertain to federally-administered financial 

aid programs, and state merit aid programs. 

The following research questions were examined in this study: 

1. To what extent does the amount of Federal Pell Grant funding that African-

American and Hispanic students receive predict their year-to-year persistence 

and degree attainment (within six years)? 

Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among African-American students. 

Hon,: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among Hispanic students. 

Hoic: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among African-American 

students. 
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Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among Hispanic students. 

2. To what extent does the amount of need-based subsidized Stafford Loans that 

African-American, Hispanic, and low-income students receive predict their 

year-to-year persistence and degree attainment (within 6 years)? 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among African-

American students. 

H021,: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among Hispanic 

students. 

Ho2C: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among low-

income students. 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among African-American students. 

Ho2e: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 
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Ho2f: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among low-income students. 

3. To what extent does the amount of non need-based unsubsidized Stafford 

Loans that African-American, Hispanic, and low-income students receive 

predict their year-to-year persistence and degree attainment (within six years)? 

Ho3a: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

African-American students. 

H031,: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

Hispanic students. 

Ho3C: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among low-

income students. 

Ho3d: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor degree attainment (within six years) 

among African-American students. 

Ho3e: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 
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Ho3f: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among low-income students. 

4. What are the demographic characteristics of students who receive merit-based 

financial aid offered at the state level? 

5. Among African-American, Hispanic, and low-income students, to what extent 

does merit-based financial aid offered at the state level predict their degree 

attainment (within six years)? 

Ho5a: Among African-American students, merit-based financial aid offered at the 

state level is not a statistically significant predictor of degree attainment 

(within six years). 

Host,: Among Hispanic students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 

Ho5c: Among low-income students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 

6. Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized 

Stafford Loans, and state merit-based financial aid, which type is the best 

predictor of year-to-year persistence and degree attainment (within six years) 

among African-American, Hispanic, and low-income students? 



Ho6a: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among African-American students. 

Ho6b>: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among Hispanic students. 

Ho6C: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among low-income students. 

Ho6d: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among African-American students. 

Ho6e: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among Hispanic students. 

Ho6f: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among low-income students. 

Respondents 

The Beginning Postsecondary Students Survey (BPS) is a nationally 

representative survey containing responses from approximately 16,700 students. 
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Responses from the entire sample were not of interest in the present research as the 

sample was delimited to the responses of African-American, Hispanic, and low-income 

students who attended either a four-year public, four-year private, or four-year 

proprietary institution. Data were also included for White students, as these students 

were used as the basis for comparison to the data from African-American and Hispanic 

students when the demographic characteristics of students receiving state merit-based 

financial aid were considered. White students comprised approximately 61.5% of the 

total BPS sample, African-American students comprised 13.8%, and Hispanic students 

comprised 14.9%. Students attending four-year public institutions made up 26.9% of the 

sample, while students attending private four-year institutions and four-year proprietary 

institutions made up 14.1% and 3.2% respectively. All sample sizes were weighted 

within the statistical analysis software package provided by the Department of Education, 

PowerStats, so exact samples sizes are not provided. However, since there is information 

provided regarding the overall size of the sample (16,700) and percent distributions, 

approximate calculations for the sample sizes were computed and are provided in Table 

3. 
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Table 3 

Percent Distribution and Approximate Sample Size by Type of Institution for White, 
African-American, and Hispanic First-time Beginning Students in 2003 - 2004 
(BPS: 04/09)* 

Total 

Race/Ethnicity 

White 

African-American 

Hispanic 

Public 
4-year (%) 

26.9% 
4,492 

30.7% 
1,379 

17.6% 
791 

17.2% 
772 

Private 
not-for-profit 

4-year (%) 

14.1% 
2,355 

16.0% 
377 

12.0% 
283 

9.2% 
217 

Private 
for-profit 

4-year (%) 

3.2% 
534 

2.3% 
12 

5.0% 
27 

4.5% 
24 

Note. Filter used to control for first-institution type 2003-2004 
*Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
2009 Beginning Postsecondary Students 

Findings 

The National Center for Education Statistics' public access software, PowerStats, 

was used to conduct all statistical analyses. Descriptive statistics, logistic regression 

analyses, and hypothesis testing were conducted using the Wald F-statistic (based on the 

F-distribution) to determine whether or not the variables of interest reached statistical 

significance. The logistic regression analyses included standardized coefficients, 
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standard error, odds ratios, corresponding /-tests of statistical significance and Pseudo R 2 

values. The level of significance was set at an alpha of .05. 

The dependent variables in the present research, year-to-year persistence and 

degree attainment, were dichotomous variables. For the first dependent variable, year-to-

year persistence, there were only two possible outcomes: either students persisted to the 

following year or they did not. For the second dependent variable, degree attainment, 

there were only two possible outcomes as well: either students completed their 

Bachelor's degree within six years or they did not. For this reason, logistic regression 

was an appropriate statistical procedure for the current research (Warner, 2008). 

Research Question 1 

To what extent does the amount of Federal Pell Grant funding that African-American 

and Hispanic students receive predict their year-to-year persistence and degree attainment 

(within six years)? 

Null Hypothesis A 

Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among African-American students. 

2003 - 2004 persistence 

During the 2003 - 2004 year, Pell Grant funding was awarded in amounts ranging 

from $0 - $4,050. The current analysis considered two categories of Pell Grant funding, 

$0 - $1,999 and $2,000 - $4,050. The FTaWF-statistic of 0.389, df= 2, 199, p = .678 

indicates the overall model including Pell Grant funding received during the 2003 - 2004 
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academic year (PELL04) was not a statistically significant predictor of persistence 

through the end of academic year 2004 (PROUT1). The ^-value of 0.728 and/?-value of 

.467 for African-American students receiving between $2,000 - $4,050 in Pell Grant 

funding and lvalue of 1.966 and/>-value of .051 for African-American students receiving 

less than $2,000 in Pell Grant funding confirm a failure to achieve statistical significance. 

See Table 4 for a summary of the hypothesis testing results, and see Table 5 for a 

summary of the logistic regression coefficients. 

2005 - 2006 persistence 

The cumulative amount of Pell Grant funding received from 2003 - 2004 through 

2005 - 2006 ranged from $0 - $12,150. The current analysis considered two categories 

of Pell Grant funding, $0 - $5,999 and $6,000 - $12,150. The WaldF-statistic of 4.938, 

df= 2, 199,/? = .008 indicates the overall model including cumulative Pell Grant funding 

received from the 2003 - 2004 academic year through the 2005 - 2006 academic year 

(PELLCU06) was a statistically significant predictor of persistence during the 2005 -

2006 academic year (PROUT3) for African-American students. Specifically, students 

receiving less than $6,000 in Pell Grant funding were less likely to persist during the 

2005 - 2006 academic year than students receiving no Pell Grant funding (t = -2.389, p = 

.018). The odds ratio of 0.345 suggests that African-American students receiving less 

than $6,000 in Pell Grant funding were approximately 34% less likely persist during the 

2005 - 2006 academic year than African-American students who did not receive any Pell 

Grant funding. Pell Grant funding in the amount of $6,000 - $12,150 was not a 
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statistically significant predictor of persistence (t = 0.535, p = .593). See Table 4 for a 

summary of the hypothesis testing results, and see Table 5 for a summary of the logistic 

regression coefficients. 

There are several variables that have been previously identified as predictive of 

persistence and attainment, which include academic integration, social integration, grade 

point average, delayed enrollment, and parents' highest level of education. Since the 

overall model including Pell Grant funding was determined to be a statistically significant 

predictor of persistence during the 2005 - 2006 academic year for African-American 

students, an additional analysis was conducted with the previously identified predictor 

variables alone as compared to the model including Pell Grant in an attempt to isolate the 

effects of the Pell Grant. The fl^WF-statistic of 2.334, df= 8, 193, p = .021 for the 

overall model, including the Pell Grant and the variables previously identified as 

associated with persistence and attainment, indicates the model is statistically significant. 

However, the WaldY- statistic of 1.530, df= 6, 195,p = .170 for the model that only 

includes those variables previously identified in the literature as related to persistence and 

attainment and excludes Pell Grant funding, is not statistically significant. When the 

variability explained by each of the models was compared to determine the net effect of 

Pell Grant funding, the Pseudo R*2 value for the model with only those variables 

previously identified as predictive of persistence and attainment was 0.066 indicating that 

6% of the variance in persistence can be explained by this model, even though this model 

did not reach statistical significance. However, the Pseudo R value of the model 



including Pell Grant funding was 0.112 indicating that this model accounts for 

approximately 11% of the variance in persistence, about 5% more than the original model 

alone. 

2008 - 2009 persistence 

The cumulative amount of Pell Grant funding received from 2003 - 2004 through 

2008 - 2009 ranged from $0 - $24,241. The current analysis considered three categories 

of Pell Grant funding, $0 - $7,999, $8,000 - $15,999, and $16,000 - $24,241. The Wald 

F-statistic of 1.754, df= 3, 198,/? = .157 indicates the overall model of cumulative Pell 

Grant funding received from the 2003 - 2004 academic year through the 2008 - 2009 

academic year (PELLCU09) was not a statistically significant predictor of persistence 

during the 2008 - 2009 academic year (PROUT6) for African-American students. The t-

value of -0.262 and/rvalue of .794 for students receiving between $8,000 - $15,999 in 

Pell Grant funding and /-value of -1.750 and/>-value of .082 for students receiving less 

than $8,000 in Pell Grant funding also confirm a failure to reach statistical significance. 

However, African-American students receiving $16,000 or more in Pell Grant funding 

were statistically significantly more likely to persist during the 2008 - 2009 academic 

year (t = 2.9\4,p = .004). The odds ratio of 4.348 suggests that African-American 

students receiving $16,000 or more in Pell Grant funding were approximately 4 times 

more likely to persist during the 2008 - 2009 academic year than African-American 

students who did not receive any Pell Grant funding. These results should be interpreted 

with caution since the overall model of Pell Grant funding and persistence was not 
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statistically significant. See Table 4 for a summary of the hypothesis testing results, and 

see Table 5 for a summary of the logistic regression coefficients. 

Table 4 

Hypothesis Testing Results for Pell Grant Funding, Persistence, and Attainment for 
African-American and Hispanic Students 

Variable ffaWF-statistic df Probability F 

Persistence 2003-2004 

African-American 

Hispanic 

Persistence 2005-2006 

African-American 

Hispanic 

Persistence 2008-2009 

African-American 

Hispanic 

Attainment (within 6 years) 

African-American 

Hispanic 

0.389 

0.004 

4.938* 

2.517 

1.754 

0.416 

8.630* 

6.399* 

(Num. df, Denom. df) 

(2, 199) 

(2, 199) 

(2, 199) 

(2, 199) 

(3, 198) 

(3, 198) 

(3, 198) 

(3, 198) 

0.678 

0.996 

0.008 

0.083 

0.157 

0.742 

0.000 

0.000 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 5 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Persistence, and 
Attainment for African-American Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

< $2,000 0.091 0.046 1.966 0.051 
$2,000 - $4,000 0.048 0.066 0.728 0.467 

Persistence 2005-2006 

< $6,000 -0.203 0.085 -2.389* 0.018 
$6,000 - $12,150 0.029 0.055 0.535 0.593 

Persistence 2008-2009 

< $8,000 
$8,000-$15,999 
$16,000-$24,241 

Attainment 

< $8,000 
$8,000-$15,999 
$16,000 - $24,241 

-0.146 
0.017 
0.140 

-0.050 
0.030 
0.139 

0.083 
0.064 

0.048 

0.040 
0.041 
0.040 

-1.750 
0.262 
2.914* 

-1.257 
0.739 
3.477* 

0.082 
0.794 
0.004 

0.210 
0.461 
0.001 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

Null Hypothesis B 

Hoib: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among Hispanic students. 
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2003 - 2004 persistence 

During the 2003 - 2004 year, Pell Grant funding was awarded in amounts ranging 

from $0 - $4,050. The current analysis considered two categories of Pell Grant funding, 

$0 - $1,999 and $2,000 - $4,050. The WaldF-statistic of 0.004, df= 2, 199, p = .996 

indicates the overall model including Pell Grant funding received during the 2003 - 2004 

academic year (PELL04) was not a statistically significant predictor of persistence 

through the end of academic year 2004 (PROUT1). The /-value of 0.059 and/»-value of 

.953 for Hispanic students receiving between $2,000 - $4,050 in Pell Grant funding and t-

value of 0.558 andp-value of .578 for Hispanic students receiving less than $2,000 in 

Pell Grant funding confirm a failure to reach statistical significance. See Table 4 for a 

summary of the hypothesis testing results, and see Table 6 for a summary of the logistic 

regression coefficients. 

2005 - 2006 persistence 

The cumulative amount of Pell Grant funding received from 2003 - 2004 through 

2005 - 2006 ranged from $0 - $12,150. The current analysis considered two categories 

of Pell Grant funding, $0 - $5,999 and $6,000 - $12,150. The WaldF-statistic of 2.517, 

df= 2, 199, p = .083 indicates the overall model including cumulative Pell Grant funding 

received from the 2003 - 2004 academic year through the 2005 - 2006 academic year 

(PELLCU06) was not a statistically significant predictor of persistence through the end of 

academic year 2006 (PROUT3). The /-value of 1.411 and/?-value of .160 for Hispanic 

students receiving between $6,000 - $12,150 in Pell Grant funding and /-value of -1.195 



and/?-value of .233 for Hispanic students receiving less than $6,000 in Pell Grant funding 

confirm a failure to reach statistical significance. See Table 4 for a summary of the 

hypothesis testing results, and see Table 6 for a summary of the logistic regression 

coefficients. 

2008 - 2009 persistence 

The cumulative amount of Pell Grant funding received from 2003 - 2004 through 

2008 - 2009 ranged from $0 - $24,241. The current analysis considered three categories 

of Pell Grant funding, $0 - $7,999, $8,000 - $15,999, and $16,000 - $24,241. The Wald 

F-statistic of 0.416, df= 3, 198,/? = .742 indicates the overall model of cumulative Pell 

Grant funding received from the 2003 - 2004 academic year through the 2008 - 2009 

academic year (PELLCU09) was not a statistically significant predictor of persistence 

through the end of academic year 2009 (PROUT6). The /-value of -0.737 and/»-value of 

.462 for Hispanic students receiving between $8,000 - $15,999 in Pell Grant funding and 

/-value of -0.319 and/rvalue of .750 for Hispanic students receiving less than $8,000 in 

Pell Grant funding also confirm a failure to reach statistical significance. However, 

Hispanic students receiving $16,000 or more in Pell Grant funding were statistically 

significantly more likely to persist during the 2008 - 2009 academic year (/ = 3.401, p = 

.001). The odds ratio of 14.508 suggests that Hispanic students receiving $16,000 or 

more in Pell Grant funding were approximately 14 times more likely to persist during the 

2008 - 2009 academic year than Hispanic students who do not receive any Pell Grant 

funding. These results should be interpreted with caution since the overall model of Pell 
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Grant funding and persistence was not statistically significant. See Table 4 for a 

summary of the hypothesis testing results, and see Table 6 for a summary of the logistic 

regression coefficients. 

Table 6 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Persistence, and 
Attainment for Hispanic Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

< $2,000 0.036 0.064 0.558 0.578 
$2,000 - $4,000 0.005 0.080 0.059 0.953 

Persistence 2005-2006 

< $6,000 -0.090 0.075 -1.195 0.233 
$6,000 - $12,150 0.082 0.058 1.411 0.160 

Persistence 2008-2009 

< $8,000 
$8,000 - $15,999 

$16,000-$24,241 

Attainment 

< $8,000 
$8,000-$15,999 
$16,000-$24,241 

-0.023 
-0.065 
0.171 

-0.020 
0.018 
0.192 

0.073 
0.087 
0.050 

0.036 
0.033 
0.045 

-0.319 
-0.737 
3.401* 

-0.577 
0.556 

4.264* 

0.750 
0.462 
0.001 

0.564 
0.579 
0.000 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Null Hypothesis C 

Hoic: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among African-American 

students. 

The cumulative amount of Pell Grant funding received from 2003 — 2004 through 

2008 - 2009 ranged from $0 - $24,241. The current analysis considered three categories 

of Pell Grant funding, $0 - $7,999, $8,000 - $15,999, and $16,000 - $24,241. The Wald 

F-statistic of 8.630, df= 3, 198,/) = .000 indicates the overall model of cumulative Pell 

Grant funding received from the 2003 - 2004 academic year through the 2008 - 2009 

academic year (PELLCU09) was a statistically significant predictor of degree attainment, 

within 6 years, (PROUT6) for African-American students. Specifically, students 

receiving $16,000 or more in Pell Grant funding were more likely to complete their 

Bachelor's degree within six years than students receiving no Pell Grant funding (t = 

3.477,p = .001). The odds ratio of 3.209 suggests that African-American students 

receiving $16,000 or more in Pell Grant funding were approximately three times more 

likely to complete their Bachelor's degree within six years than African-American 

students who did not receive any Pell Grant funding. Pell Grant funding in the amount of 

$8,000 - $15,999 was not a statistically significant predictor of attainment (t = 0.739, p = 

.461) and Pell Grant funding in the amount of $7,999 or less was not a statistically 

significant predictor of attainment (t = -1.57, p = .210). See Table 4 for a summary of the 
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hypothesis testing results, and see Table 5 for a summary of the logistic regression 

coefficients. 

Since the Pell Grant was determined to be a statistically significant predictor of 

persistence during the 2008 - 2009 academic year for African-American students, the 

variables previously identified as predictive of persistence and attainment (academic 

integration, social integration, grade point average, delayed enrollment, and parents' 

highest level of education) were also included for analysis purposes. These variables 

were compared to the Pell Grant in an attempt to isolate the effects of receiving the Pell 

Grant. The Wald F-statistic of 11.071, df= 9, 192, p = .000 for the overall model, 

including Pell Grant funding and the variables previously identified as associated with 

persistence and attainment, indicates the model is statistically significant. The Wald F-

statistic of 15.501, df= 6, 195, p = .000 for the model that only includes those variables 

previously identified as related to persistence and attainment and excludes Pell Grant 

funding, is also statistically significant. Upon comparison of the amount of variability 

AT 

explained by each of the models, the Pseudo R value for the model with only those 

variables previously identified as predictive of persistence and attainment was 0.154 

indicating that 15% of the variance in degree attainment can be explained by this model. 

However, the Pseudo R 2 value of the model including Pell Grant funding was 0.181 

indicating that this model accounted for approximately 18% of the variance in degree 

attainment, about 3% more than the original model alone. 
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Ho id: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of attainment (within six years) among Hispanic students. 

The cumulative amount of Pell Grant funding received from 2003 - 2004 through 

2008 - 2009 ranged from $0 - $24,241. The current analysis considered three categories 

of Pell Grant funding, $0 - $7,999, $8,000 - $15,999, and $16,000 - $24,241. The Wald 

F-statistic of 6.399, df- 3, 198,/? = .000 indicates the overall model of cumulative Pell 

Grant funding received from the 2003 - 2004 academic year through the 2008 - 2009 

academic year (PELLCU09) was a statistically significant predictor of degree attainment, 

within 6 years (PROUT6), for Hispanic students. Specifically, students receiving 

$16,000 or more in Pell Grant funding were more likely to complete their Bachelor's 

degree within six years than students receiving no Pell Grant funding (t = 4.264, p = 

.000). The odds ratio of 4.440 suggests that Hispanic students receiving $16,000 or more 

in Pell Grant funding were approximately four times more likely to complete their 

Bachelor's degree within six years than Hispanic students who did not receive any Pell 

Grant funding. Pell Grant funding in the amount of $8,000 - $15,999 was not a 

statistically significant predictor of attainment (t = 0.556, p = .579) and Pell Grant 

funding in the amount of $7,999 or less was also not a statistically significant predictor of 

attainment it = -0.577, p = .564). See Table 4 for a summary of the hypothesis testing 

results, and see Table 6 for a summary of the logistic regression coefficients. 

The variables previously identified as predictive of persistence and attainment, as 

described earlier, were included in the analyses and compared to the variables of interest 



in the current research in an attempt to isolate the effects of the vanables of interest. The 

Wald F-statistic of 12.648, df= 9, 192, p = .000 for the overall model, including Pell 

Grant funding and the variables previously identified as associated with persistence and 

attainment, indicates the model was statistically significant. The Wald F- statistic of 

15.118, df= 6, 195, p = .000 for the model that only includes those variables previously 

identified as related to persistence and attainment and excludes Pell Grant funding, was 

also statistically significant. Therefore, it was necessary to compare the amount of 

variability explained by each of the models to determine the net effect of Pell Grant 

funding. The Pseudo R*2 value for the model with only those variables previously 

identified as predictive of persistence and attainment was 0.171 indicating that 17% of 

the variance in degree attainment can be explained by this model. However, the Pseudo 

RA2 value of the model including Pell Grant funding is 0.204 indicating that this model 

accounts for approximately 20% of the variance in degree attainment, about 3% more 

than the original model alone. 

Research Question 2 

To what extent does the amount of need-based subsidized Stafford Loans that African-

American, Hispanic, and low-income students receive predict their year-to-year 

persistence and degree attainment (within 6 years)? 



Null Hypotheses A 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among African-

American students. 

2003 - 2004 persistence 

During the 2003 - 2004 year, subsidized loan funding was awarded in amounts 

ranging from $0 - $5,500. The current analysis considered two categories of subsidized 

loan funding, $0 - $2,499 and $2,500 - $5,500. The Wald F-statistic of 0.050, df= 2, 

199, p = .951 indicates the amount of subsidized loans received during the 2003 - 2004 

academic year (STSUB04) was not a statistically significant predictor of persistence 

through the end of academic year 2004 (PROUTl). The /-value of 0.596 andp-value of 

.552 for African-American students receiving between $2,500 - $5,000 in subsidized 

loans and /-value of 0.184 and/»-value of .854 for African-American students receiving 

less than $2,500 in subsidized loans confirm a failure to reach statistical significance. 

See Table 7 for a summary of the hypothesis testing results, and see Table 8 for a 

summary of the logistic regression coefficients. 

2005 — 2006 persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2005 - 2006 ranged from $0 - $15,672. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $9,999, and $10,000 -

$15,672. The Wald F-statistic of 4.821, df= 3, 198,/? = .003 indicates the cumulative 
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amount of subsidized Stafford Loan funding received from the 2003 - 2004 academic 

year through the 2005 - 2006 academic year (STCUM06) was a statistically significant 

predictor of persistence during the 2005 - 2006 academic year (PROUT03) for African-

American students. Specifically, students receiving $10,000 or more in subsidized loans 

were more likely to persist during the 2005 - 2006 academic than students receiving no 

subsidized loans (t = 2.735, p < .05). The odds ratio of 5.048 suggests that African-

American students receiving $10,000 or more in subsidized loans were approximately 

five times more likely to persist during the 2005 - 2006 academic year than African-

American students who did not receive subsidized loans. Subsidized loan funding in the 

amount of $5,000 - $9,999 was not a statistically significant predictor of persistence it = 

0.973, p = .332). However, subsidized loan funding in the amount of $4,999 or less was 

a statistically significant predictor of persistence during the 2005 - 2006 academic year (t 

= -2.916, p = .004). African-American students receiving $4,999 or less in subsidized 

loan funds were less likely to persist during the 2005 - 2006 aid year than students who 

did not receive subsidized loans. The odds ratio of .338 suggests that these students were 

approximately 33% less likely to persist during the 2005 - 2006 year than students who 

did not receive any subsidized loans. See Table 7 for a summary of the hypothesis 

testing results, and see Table 8 for a summary of the logistic regression coefficients. 

The variables previously identified as predictive of persistence and attainment, as 

described earlier, were included in the analyses. The Wald F-statistic of 2.366, df= 9, 

192, p = .015 for the overall model, including subsidized loan funding and the variables 



previously identified as associated with persistence and attainment, indicates the model 

was statistically significant. The WaldF- statistic of 1.530, df= 6, 195, p = .170 for the 

model that only included those variables previously identified as related to persistence 

and attainment and excludes subsidized loan funding, was not statistically significant. 

The Pseudo R*2 value for the model with only those variables previously identified as 

predictive of persistence and attainment, which was not statistically significant, is 0.06 

indicating essentially none of the variance in persistence can be explained by this model. 

However, the Pseudo RA2 value of the model including subsidized loan funding is 0.158 

indicating that this model accounted for approximately 15% of the variance in persistence 

during the 2005 - 2006 year. 

2008 - 2009 persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The WaldF-statistic of 5.414, df= 3, 198, p = .001 indicates the cumulative 

amount of subsidized Stafford Loan funding received from the 2003 - 2004 academic 

year through the 2008 - 2009 academic year (STCUM09) was a statistically significant 

predictor of persistence during the 2008 - 2009 academic year (PROUT06) for African-

American students. Specifically, students receiving $15,000 or more in subsidized loans 

were more likely to persist during the 2008 - 2009 academic than students receiving no 

subsidized loans (t - 3.220,p = .001). The odds ratio of 5.391 suggests that African-
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American students receiving $15,000 or more in subsidized loans were approximately 

five times more likely to persist during the 2008 - 2009 academic year than African-

American students who did not receive subsidized loans. Subsidized Loan funding in the 

amount of $5,000 - $14,999 was not a statistically significant predictor of persistence (t = 

-0.048, p = .962) and subsidized Loan funding in the amount of $4,999 or less was also 

not statistically significantly related to persistence during the 2008 - 2009 academic year 

(t = -0.927, p = .355). See Table 7 for a summary of the hypothesis testing results, and 

see Table 8 for a summary of the logistic regression coefficients. 

The overall model of previously identified variables associated with persistence 

and attainment, including subsidized loans was statistically significant as indicated by the 

WaldF-stathtic of 3.761, df= 9, 192,p = .000. The Wald F-statistic of 2.783, df= 6, 

195, p = .013 for the model that only includes those variables previously identified as 

related to persistence and attainment and excludes subsidized loan funding, was also 

statistically significant. The Pseudo R*2 value for the model with only those variables 

previously identified as predictive of persistence and attainment is 0.055 indicating 

essentially none of the variance in persistence can be explained by this model. However, 

the Pseudo R value of the model including subsidized loan funding is 0.126 indicating 

that this model accounts for approximately 12% of the variance in persistence during the 

2008 - 2009 year for African-American students. 
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Table 7 

Hypothesis Testing Results for Subsidized Loans, Persistence, and Attainment for 
African-American, Hispanic, and Low-income Students 

Variable Wald F-statistic df Probability F 

(Num. df, Denom. df) 

Persistence 2003 - 2004 

African-American 0.050 2, 199 
Hispanic 1.201 2, 199 

Low-income 2.301 2, 199 

Persistence 2005 - 2006 

African-American 4.821* 3, 198 
Hispanic 1.331 3, 198 

Low-income 7.642* 3, 198 

Persistence 2008 - 2009 

African-American 5.414* 3, 198 
Hispanic 2.580 3, 198 

Low-income 15.641* 3, 198 

Attainment (within 6 years) 

African-American 14.861* 3, 198 
Hispanic 7.865* 3, 198 

Low-income 37.441* 3, 198 
*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

0.951 
0.950 
0.103 

0.003 
0.265 
0.000 

0.001 
0.055 
0.000 

0.000 
0.000 
0.000 
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Table 8 

Logistic Regression (Standardized) Coefficients for Subsidized Loan Funding, 
Persistence, and Attainment for African-American Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

<$2,500 
,500 - $5,500 

0.013 
0.041 

0.070 
0.069 

0.184 
0.596 

0.854 
0.552 

Persistence 2005-2006 

<$5,000 
$5,000 - $9,999 

$10,000-$15,672 

-0.233 
0.066 
0.117 

0.080 
0.067 
0.043 

-2.916* 
0.973 
2.735* 

0.004 
0.332 
0.007 

Persistence 2008-2009 

<$5,000 
$5,000 - $14,999 
$15,000-$26,438 

Attainment 

<$5,000 
$5,000-$14,999 
$15,000 - $26,438 

-0.091 
0.005 
0.236 

-0.011 
0.134 
0.362 

0.098 
0.101 
0.073 

0.029 
0.041 
0.045 

-0.927 
0.048 
3.220* 

-0.381 
3.255* 
7.960* 

0.355 
0.962 
0.001 

0.704 
0.001 
0.000 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Null Hypothesis B 

Ho2h,: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among Hispanic 

students. 

2003 - 2004 persistence 

During the 2003 - 2004 year, subsidized loan funding was awarded in amounts 

ranging from $0 - $5,500. The current analysis considered two categories of subsidized 

loan funding, $0 - $2,499 and $2,500 - $5,500. The WaldF-statistic of 1.201, df= 2, 

199,/? = .303 indicates the amount of subsidized loans received during the 2003 - 2004 

academic year (STSUB04) was not a statistically significant predictor of persistence 

through the end of academic year 2004 (PROUT1). There was no statistically significant 

relationship between Hispanic students who received less than $2,500 in subsidized loans 

and persistence (t = -0.008, p - .993). However, Hispanic students who received between 

$2,500 - $5,500 in subsidized loans were more likely to persist than Hispanic students 

who did not receive subsidized loans it = 2.386, p = .018). The odds ratio of 21.938 

suggests that these students were approximately 21 times more likely to persist during the 

2003 - 2004 year than students who did not receive subsidized loans. Nevertheless, these 

findings should be interpreted with caution since the overall model of prediction failed to 

reach statistical significance. See Table 7 for a summary of the hypothesis testing results, 

and see Table 9 for a summary of the logistic regression coefficients. 



2005 - 2006persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2005 - 2006 ranged from $0 - $15,672. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $9,999, and $10,000 -

$15,672. The WaldF-statistic of 1.331, df= 3, 198, p = .265 indicates the cumulative 

amount of subsidized loans received from the 2003 - 2004 academic year through the 

2005 - 2006 academic year (STSCUM06) was not a statistically significant predictor of 

persistence during the 2005 - 2006 academic year (PROUT3). The t-value of 0.896 and 

p-value of .371 for Hispanic students receiving more than $10,000 in subsidized loans, 

the /-value of 1.070 and p-value of .286 for Hispanic students receiving between $5,000 -

$9,999 in subsidized loans, and the /-value of -1.283 and p-value of .201 for Hispanic 

students receiving less than $5,000 in subsidized loans confirm a failure to reach 

statistical significance. See Table 7 for a summary of the hypothesis testing results, and 

see Table 9 for a summary of the logistic regression coefficients. 

2008 - 2009 persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The WaldF-statistic of 2.580, df= 3, 198,/? = .055 indicates the cumulative 

amount of subsidized loans received from 2003 - 2009 (STSCUM09) was not a 

statistically significant predictor of persistence during the 2008 - 2009 academic year 
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(PR0UT6). There was no statistically significant relationship between Hispanic students 

receiving between $5,000 - $14,999 in subsidized loans and subsequent persistence 

during the 2008 - 2009 academic year (t = -0.270, p = .788). However, there was a 

statistically significant relationship between Hispanic students who received more than 

$15,000 in subsidized loans and persistence (t = 3.608, p = .000). These students were 

more likely to persist than students who did not receive subsidized loans, and odds ratios 

of 6.430 suggest these students were six times more likely to persist during the 2008 -

2009 academic year than were students who did not receive subsidized loans. 

Additionally, Hispanic students who received less than $5,000 in subsidized loans were 

significantly less likely to persist than students who did not receive subsidized loans (t = -

2.126,/? = .035). It is important to note that these findings should be interpreted with 

caution since the overall model of prediction failed to reach statistical significance. See 

Table 7 for a summary of the hypothesis testing results, and see Table 9 for a summary of 

the logistic regression coefficients. 
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Table 9 

Logistic Regression (Standardized) Coefficients for Subsidized Loan Funding, 
Persistence, and Attainment for Hispanic Students 

Variable Beta SE t Sit 

Persistence 2003-2004 

<$2,500 -.001 0.081 -0-008 0.993 
$2,500 - $5,500 0.150 0.063 2.386* 0.018 

Persistence 2005-2006 

<$5,000 
$5,000 - $9,999 

$10,000-$15,672 

-0.103 
0.055 
0.039 

0.080 
0.051 
0.044 

-1.283 
1.07 

0.896 

0.201 
0.286 
0.371 

Persistence 2008-2009 

<$5,000 
$5,000-$14,999 

$15,000-$26,438 

Attainment 

<$5,000 
$5,000-$14,999 
$15,000-$26,438 

-0.177 
-0.015 
0.166 

-0.019 
0.079 
0.193 

0.083 
0.057 
0.046 

0.033 
0.032 
0.040 

-2.126* 
-0.270 
3.608* 

-0.590 
2.465* 
4.823* 

0.035 
0.788 
0.000 

0.556 
0.015 
0.000 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 



Null Hypothesis C 

Ho2C: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among low-

income students. 

2003 - 2004 persistence 

During the 2003 - 2004 year, subsidized loan funding was awarded in amounts 

ranging from $0 - $5,500. The current analysis considered two categories of subsidized 

loan funding, $0 - $2,499 and $2,500 - $5,500. The WaldF-statistic of 2.301, df= 2, 

199, p = .103 indicates the amount of subsidized loans received during the 2003 - 2004 

academic year (STSUB04) was not a statistically significant predictor of persistence 

through the end of academic year 2004 (PROUTl) for low-income students. There was 

no statistically significant relationship between low-income students who received less 

than $2,500 in subsidized loans and persistence (t = -0.520, p = .603). However, low-

income students who received between $2,500 - $5,500 in subsidized loans were 

significantly less likely to persist than low-income students who did not receive 

subsidized loans (t = 2.455, p = .015). The odds ratio of 0.838 suggests that these 

students are approximately 83% less likely to persist during the 2003 - 2004 year than 

students who did not receive subsidized loans. However, these findings should be 

interpreted with caution since the overall model of prediction failed to reach statistical 

significance. See Table 7 for a summary of the hypothesis testing results, and see Table 

10 for a summary of the logistic regression coefficients. 
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2005 - 2006 persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2005 - 2006 ranged from $0 - $15,672. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $9,999, and $10,000 -

$15,672. The WaldF-statistic of 7.642, df= 3, 198,p = .000 indicates the cumulative 

amount of subsidized Stafford Loan funding received from the 2003 - 2004 academic 

year through the 2005 - 2006 academic year (STCUM06) was a statistically significant 

predictor of persistence during the 2005 - 2006 academic year (PROUT03) for low-

income students. Specifically, students receiving $10,000 or more in subsidized loans 

were significantly more likely to persist during the 2005 - 2006 academic than students 

receiving no subsidized loans (t = 4.457,/? = .000). The odds ratio of 8.423 suggests that 

low-income students receiving $10,000 or more in subsidized loans were approximately 

eight times more likely to persist during the 2005 - 2006 academic year than low-income 

students who did not receive subsidized loans. Subsidized loan funding in the amount of 

$5,000 - $9,999 was not a statistically significant predictor of persistence (t = 0.869,/? = 

.386). On the other hand, subsidized loan funding in the amount of $4,999 or less was a 

statistically significantly related to persistence during the 2005 - 2006 academic year (t = 

-3.503,/? = .001). Odds ratios of 0.330 reveal that low-income students who received 

less than $5,000 in subsidized loans were approximately 33% less likely to persist than 

students who did not receive subsidized loans. See Table 7 for a summary of the 
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hypothesis testing results, and see Table 10 for a summary of the logistic regression 

coefficients. 

The overall model of previously identified variables associated with persistence 

and attainment, including subsidized loans was statistically significant as indicated by the 

Wald F-statistic of 4.409, df= 9, 192,p = .001. The WaldF-statistic of 5.705, df= 6, 

195, p = .000 for the model that only includes those variables previously identified as 

related to persistence and attainment and excludes subsidized Loan funding, was also 

AT 

statistically significant. The Pseudo R value for the model with only those variables 

previously identified as predictive of persistence and attainment is 0.06 indicating that 

this model accounted for about 6% of the variance in persistence during the 2008 - 2009 

academic year. However, the Pseudo RA2 value of the model including subsidized loan 

funding is 0.143 indicating that this model accounts for approximately 14% of the 

variance in persistence during the 2008 - 2009, which is 8% more than the original model 

alone. 

2008 - 2009 persistence 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The WaldF-statistic of 15.641, df= 3, 198,/- = .000 indicates the cumulative 

amount of subsidized Stafford Loan funding received from 2003 - 2009 (STCUM09) was 

a statistically significant predictor of persistence during the 2008 - 2009 academic year 



(PROUT06) for low-income students. Specifically, students receiving $15,000 or more 

in subsidized loans were significantly more likely to persist during the 2008 - 2009 

academic year than students receiving no subsidized loans (t = 5.161, p = .000). The 

odds ratio of 5.144 suggests that low-income students receiving $15,000 or more in 

subsidized loans were approximately five times more likely to persist during the 2008 -

2009 academic year than low-income students who did not receive subsidized loans. 

Subsidized Loan funding in the amount of $5,000 - $14,999 was not a statistically 

significant predictor of persistence (t = -0.684,/? = .495). However, subsidized loan 

funding in the amount of $4,999 or less was statistically significantly related to 

persistence during the 2008 - 2009 academic year (t = -3.545,/? = .000). Odds ratios of 

0.331 reveal that low-income students who received less than $5,000 in subsidized loans 

were approximately 33% less likely to persist than students who did not receive 

subsidized loans. See Table 7 for a summary of the hypothesis testing results, and see 

Table 10 for a summary of the logistic regression coefficients. 

The overall model of previously identified variables associated with persistence 

and attainment, including subsidized loans was statistically significant as indicated by the 

Wald F-statistic of 6.536, df= 9, 192,/? = .000. The WaldF-sXatistic of 4.400, df= 6, 

195,/? = .000 for the model that only includes those variables previously identified as 

related to persistence and attainment and excludes subsidized loan funding, was also 

AT 

statistically significant. The Pseudo R value for the model with only those variables 

previously identified as predictive of persistence and attainment is 0.056 indicating that 
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this model accounts for about 5% of the variance in persistence during the 2008 - 2009 

academic year. However, the Pseudo R value of the model including subsidized loan 

funding is 0.148 indicating that this model accounts for approximately 14% of the 

variance in persistence during the 2008 - 2009 academic year, which is 9% more than the 

original model alone. 
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Table 10 

Logistic Regression (Standardized) Coefficients for Subsidized Loan Funding, 
Persistence, and Attainment for Low-income Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

<$2,500 -0.035 0.068 -0.520 0.603 
$2,500 - $5,500 0.102 0.041 2.455* 0.015 

Persistence 2005-2006 

<$5,000 
$5,000 - $9,999 

$10,000-$15,672 

-0.226 
0.034 

0.116 

0.065 
0.040 
0.026 

-3.503* 
0.869 
4.457* 

0.001 
0.386 
0.000 

Persistence 2008-2009 

<$5,000 
$5,000-$14,999 
$15,000-$26,438 

Attainment 

<$5,000 
$5,000-$14,999 
$15,000 - $26,438 

-0.221 

-0.031 
0.183 

-0.091 
0.063 
0.291 

0.062 

0.045 
0.035 

0.028 
0.026 
0.031 

-3.545* 
-0.684 
5.161* 

-3.204* 
2.404* 
9.463* 

0.000 
0.495 
0.000 

0.002 
0.017 
0.000 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 



Null Hypothesis D 

Ho2d: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among African-American students. 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The Wald F-statistic of 14.861, df= 3, 198,/? = .000 indicates, overall, the 

cumulative amount of subsidized loan funding received from the 2003 - 2004 academic 

year through the 2008 - 2009 academic year (STSCUM09) was a statistically significant 

predictor of degree attainment, within 6 years, (PROUT6) for African-American students. 

Specifically, students receiving $15,000 or more in subsidized loan funding were more 

likely to complete their Bachelor's degree within six years than students receiving no 

subsidized loan funding (t = 7.960, p = .000). The odds ratio of 10.644 suggests that 

African-American students receiving $15,000 or more in subsidized loan funding were 

approximately 10 times more likely to complete their Bachelor's degree within six years 

than African-American students who did not receive any subsidized loan funding. 

Subsidized loan funding in the amount of $5,000 - $14,999 was also a statistically 

significant predictor of attainment (t - 3.255,/? = .001), with odds ratios of 2.62 

suggesting that African-American students who received between $5,000 - $14,999 in 

subsidized loans were about 2.5 times more likely to complete their degrees in six years 



than African-American students who did not receive subsidized loans. Subsidized loan 

funding in the amount of $4,999 or less was not a statistically significant predictor of 

attainment (7 = -0.381,/? = .704). See Table 7 for a summary of the hypothesis testing 

results, and see Table 8 for a summary of the logistic regression coefficients. 

The model of those variables previously identified as predictive of persistence and 

attainment including the variable of interest in the current research question, subsidized 

loans, was statistically significant with a Wald F-statistic of 11.007, df= 9, 192, p = .000. 

The model of only those variables previously identified as predictive of persistence and 

attainment, excluding subsidized loans, was also statistically significant with a Wald F-

statistic of 15.501, df= 6, 195, p = .000. It is therefore necessary to compare the amount 

of variability explained by each of the models to determine the net effect of subsidized 

loan funding. The Pseudo R2 value for the model with only those variables previously 

identified as predictive of persistence and attainment is 0.154 indicating that 15% of the 

variance in degree attainment can be explained by this model. However, the Pseudo R 

value of the model including subsidized loan funding is 0.263 indicating that this model 

accounted for approximately 26% of the variance in degree attainment, about 9% more 

than the original model alone. 

Null Hypothesis E 

Ho2e: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 
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The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The WaldF-statistic of 7.865, df= 3, 198,;? = .000 indicates the overall model 

of cumulative subsidized loan funding received from the 2003 - 2004 academic year 

through the 2008 - 2009 academic year (STSCUM09) was a statistically significant 

predictor of degree attainment, within 6 years, (PROUT6) for Hispanic students. 

Specifically, students receiving $15,000 or more in subsidized loan funding were more 

likely to complete their Bachelor's degree within six years than students receiving no 

subsidized loan funding (t = 4.823, p = .000). The odds ratio of 4.667 suggests that 

Hispanic students receiving $15,000 or more in subsidized loan funding were 

approximately 4.5 times more likely to complete their Bachelor's degree within six years 

than Hispanic students who did not receive any subsidized loan funding. Subsidized loan 

funding in the amount of $5,000 - $14,999 was also a statistically significant predictor of 

attainment (t = 2.465,/) = .015), with odds ratios of 1.667 suggesting that Hispanic 

students who received between $5,000 - $14,999 in subsidized loans were about 1.5 times 

more likely to complete their degrees in six years than Hispanic students who did not 

receive subsidized loans. Subsidized loan funding in the amount of $4,999 or less was 

not a statistically significant predictor of attainment (/ = -0.590, p = .556). See Table 7 

for a summary of the hypothesis testing results, and see Table 9 for a summary of the 

logistic regression coefficients. 



The model of those variables previously identified as predictive of persistence and 

attainment including the variable of interest in the current research question, subsidized 

loans, was statistically significant with a Wald F-statistic of 11.749, df= 9, 192, p = .000. 

The model of only those variable previously identified as predictive of persistence and 

attainment, excluding subsidized loans, was also statistically significant with a Wald F-

statistic of 15.118, df= 6, 195,/? = .000. It is therefore necessary to compare the amount 

of variability explained by each of the models to determine the net effect of subsidized 

loan funding. The Pseudo R 2 value for the model with only those variables previously 

identified as predictive of persistence and attainment is 0.171 indicating that 17% of the 

variance in degree attainment can be explained by this model. However, the Pseudo R 

value of the model including subsidized loan funding is 0.204 indicating that this model 

accounted for approximately 20% of the variance in degree attainment, about 3% more 

than the original model alone. 

Null Hypothesis F 

Ho2f: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) 

among low-income students. 

The cumulative amount of subsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $26,438. The current analysis considered three 

categories of subsidized loan funding, $0 - $4,999, $5,000 - $14,999, and $15,000 -

$26,438. The Wald F-statistic of 37.441, df= 3, 198,/? = .000 indicates, overall, the 



cumulative amount of subsidized loan funding received from the 2003 - 2004 academic 

year through the 2008 - 2009 academic year (STSCUM09) was a statistically significant 

predictor of degree attainment, within 6 years, (PROUT6) for low-income students. 

Specifically, students receiving $15,000 or more in subsidized loan funding were more 

likely to complete their Bachelor's degree within six years than students receiving no 

subsidized loan funding (t = 9.463,/? = .000). The odds ratio of 7.133 suggests that low-

income students receiving $15,000 or more in subsidized loan funding were 

approximately seven times more likely to complete their Bachelor's degree within six 

years than low-income students who did not receive any subsidized loan funding. 

Additionally, subsidized loan funding in the amount of $5,000 - $14,999 was 

a statistically significant predictor of attainment (7 = 2.404, p = .017), with odds ratios of 

1.528 suggesting that low-income students who received between $5,000 - $14,999 in 

subsidized loans were about 1.5 times more likely to complete their degrees in 6 years 

than low-income students who did not receive subsidized loans. Lastly, subsidized loan 

funding in the amount of $4,999 or less was also a statistically significant predictor of 

attainment (t = -3.204,/? = .002) with a corresponding odds ratio of 0.454 suggesting that 

low-income students who received less than $4,999 in subsidized loan funding were 

about 45% less likely to complete their Bachelor's degrees within six years than students 

who received no subsidized loan funding. See Table 7 for a summary of the hypothesis 

testing results, and see Table 10 for a summary of the logistic regression coefficients. 
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The model of those variables previously identified as predictive of persistence and 

attainment including the variable of interest in the current research question, subsidized 

loans, was statistically significant with a Wald F-statistic of 24.744, df= 9, 192, p = .000. 

The model of only those variables previously identified as predictive of persistence and 

attainment, excluding subsidized loans, was also statistically significant with a Wald F-

statistic of 25.784, df- 6, 195, p = .000. It is therefore necessary to compare the amount 

of variability explained by each of the models to determine the net effect of subsidized 

loan funding. The Pseudo R value for the model with only those variables previously 

identified as predictive of persistence and attainment is 0.145 indicating that 14% of the 

variance in degree attainment can be explained by this model. However, the Pseudo R 2 

value of the model including subsidized loan funding is 0.231 indicating that this model 

accounts for approximately 23% of the variance in degree attainment, about 9% more 

than the original model alone. 

Research Question 3 

To what extent does the amount of non need-based Unsubsidized Stafford Loans that 

African-American, Hispanic, and low-income students receive predict their year-to-year 

persistence and degree attainment (within six years)? 

Null Hypotheses A 

Ho3a: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

African-American students. 
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2003 - 2004 persistence 

Due to a small sample size, the logistic regression analysis could not be conducted 

to examine the relationship between the receipt of unsubsidized loans and persistence 

during the 2003 - 2004 academic year for African-American students. 

2005 - 2006 persistence 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2005 - 2006 ranged from $0 - $24,265. The current analysis considered two 

categories of unsubsidized loan funding, $0 - $11,999 and $12,000 - $24,265. The Wald 

F-statistic of 1.014, df- 2, 199,/? = .365 indicates the cumulative amount of 

unsubsidized loans received during from the 2003 - 2004 academic year through the 2005 

- 2006 academic year (STUCUM06) was not a statistically significant predictor of 

persistence during the 2005 - 2006 academic year (PROUT3). The t-value of -1.253 and 

/7-value of .212 for African-American students receiving less than $12,000 in 

unsubsidized loans confirm a failure to reach statistical significance. However, there was 

a statistically significant relationship between the receipt of unsubsidized loans and 

persistence for students receiving more than $12,000 in unsubsidized loans (t = 2.671, p = 

.008). Odds ratios of 11.039 indicate that African-American students receiving more 

than $12,000 in unsubsidized loans were about 11 times more likely to persist during the 

2005 - 2006 academic year than African-American students who received no 

unsubsidized loans. Because the overall model of prediction for unsubsidized loans is not 

statistically significant, these findings must be interpreted with caution. See Table 11 for 



a summary of the hypothesis testing results, and see Table 12 for a summary of the 

logistic regression coefficients. 

2008 - 2009 persistence 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered three 

categories of unsubsidized loan funding, $0 - $9,999, $10,000 - $19,999, and $20,000 -

$38,122. The JTaWF-statistic of 1.248, df= 3, 198,p = .294 indicates the cumulative 

amount of unsubsidized loans received from 2003 - 2009 (STUCUM09) was not a 

statistically significant predictor of persistence during the 2008 - 2009 academic year 

(PROUT6). The t-value of -0.352 and/>-value of .725 for African-American students 

receiving less than $10,000 in unsubsidized loans and the ^-value of 1.661 and/7-value of 

.098 for African-American students receiving between $10,000 - $19,999 confirm a 

failure to reach statistical significance. However, there was a statistically significant 

relationship between the receipt of unsubsidized loans and persistence for African-

American students receiving $20,000 or more in unsubsidized loans (t = 4.133,/? = .000). 

Odds ratios of 11.172 indicate that African-American students receiving $20,000 or more 

in unsubsidized loans were about 11 times more likely to persist during the 2008 - 2009 

academic year than African-American students who received no unsubsidized loans. 

Because the overall model of prediction for unsubsidized loans is not statistically 

significant, these findings must be interpreted with caution. See Table 11 for a summary 
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of the hypothesis testing results, and see Table 12 for a summary of the logistic 

regression coefficients. 
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Table 11 

Hypothesis Testing Results for Race, Unsubsidized Loans, Persistence, and Attainment 
for African-American, Hispanic, and Low-income Students 

Variable Wald F-statistic df Probability F 

Persistence 2003 - 2004 

(Num. df, Denom. df) 

African-American 
Hispanic 

Low-income 

Persistence 2005 - 2006 

African-American 
Hispanic 

Low-income 

1.014 

1.048 

2, 199 

2,199 

0.365 

0.353 

Persistence 2008 - 2009 

"rican-American 
Hispanic 

Low-income 

1.248 
0.489 
0.879 

3, 198 
2, 199 
2,199 

0.294 
0.614 
0.417 

Attainment (within 6 years) 

African-American 
Hispanic 

Low-income 

2.073 
4.244* 
4.267* 

3,198 
2, 199 
3,198 

0.105 
0.016 
0.006 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 12 

Logistic Regression (Standardized) Coefficients for Unsubsidized Loan Funding, 
Persistence, and Attainment for African-American Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

Persistence 2005-2006 

Persistence 2008-2009 

< $12,000 -0.090 0.072 -1.253 0.212 
$12,00-$24,265 0.105 0.039 2.671* 0.008 

<$ 10,000 
$10,000-$19,999 
$20,000-$38,122 

Attainment 

<$ 10,000 
$10,000 - $19,999 
$20,000-$38,122 

-0.029 
0.095 
0.161 

0.052 
0.087 
0.080 

0.082 
0.057 
0.039 

0.031 
0.038 
0.070 

-0.352 
1.661 

4.133* 

1.692 
2.278* 
1.140 

0.725 
0.098 
0.000 

0.092 
0.024 
0.256 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

Null Hypothesis B 

H031,: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among 

Hispanic students. 
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2003 - 2004 persistence 

Due to a small sample size, the logistic regression analysis could not be conducted 

to examine the relationship between the receipt of unsubsidized loans and persistence 

during the 2003 - 2004 academic year for Hispanic students. 

2005 - 2006 persistence 

Due to a small sample size, the logistic regression analysis could not be conducted 

to examine the relationship between the receipt of unsubsidized loans and persistence 

during the 2005 - 2006 academic year for Hispanic students. 

2008 - 2009 persistence 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered two 

categories of unsubsidized loan funding, $0 - $15,999 and $16,000 - $38,122. The Wald 

F-statistic of 0.489, df= 2, 199,/? = .614 indicates the cumulative amount of 

unsubsidized loans received from 2003 - 2009 (STUCUM09) was not a statistically 

significant predictor of persistence during the 2008 - 2009 academic year (PROUT6). 

The lvalue of -0.683 and p-value of .496 for Hispanic students receiving between $102 -

$15,999 in unsubsidized loans confirm a failure to reach statistical significance. 

However, there was a statistically significant relationship between the receipt of 

unsubsidized loans and persistence for Hispanic students receiving $16,000 or more in 

unsubsidized loans (/ = 3.962,/? = .000). Odds ratios of 11.959 indicate that Hispanic 
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students receiving $16,000 or more in unsubsidized loans were about 11 times more 

likely to persist during the 2008 - 2009 academic year than Hispanic students who 

received no unsubsidized loans. Because the overall model of prediction for 

unsubsidized loans is not statistically significant, these findings must be interpreted with 

caution. See Table 11 for a summary of the hypothesis testing results, and see Table 13 

for a summary of the logistic regression coefficients. 

Table 13 

Logistic Regression (Standardized) Coefficients for Unsubsidized Loan Funding, 
Persistence, and Attainment for Hispanic Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

Persistence 2005-2006 

Persistence 2008-2009 

$102-$15,999 
$16,000-$38,122 

Attainment 

$102-$15,999 
$16,000-$38,122 

*p < .05 
Note indicates analvses conl 

-0.048 
0.115 

-0.001 
0.096 

d not he conducted 

0.070 
0.029 

0.029 
0.033 

due to small s 

-0.683 
3.962 

-0.018 
2.950 

amnle sizes. 

0.496 
0.000 

0.985 
0.004 

Filters used to control for first-institution type 2003 -2004 and race. 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Null Hypothesis C 

Ho3C: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among low-

income students. 

2003 - 2004 persistence 

Due to a small sample size, the logistic regression analysis could not be conducted 

to examine the relationship between the receipt of unsubsidized loans and persistence 

during the 2003 - 2004 academic year for low-income students. 

2005 — 2006 persistence 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2005 - 2006 ranged from $0 - $24,265. The current analysis considered two 

categories of unsubsidized loan funding, $0 - $11,999 and $12,000 - $24,265. The Wald 

F-statistic of 1.048, df= 2, 199,/? = .353 indicates the cumulative amount of 

unsubsidized loans received from 2003 - 2006 (STUCUM06) was not a statistically 

significant predictor of persistence during the 2005 - 2006 academic year (PROUT3). 

The /-value of -1.566 and /rvalue of .119 for low-income students receiving less than 

$12,000 in unsubsidized loans confirm a failure to reach statistical significance. 

However, there was a statistically significant relationship between the receipt of 

unsubsidized loans and persistence for low-income students receiving $12,000 or more in 

unsubsidized loans (t = 2.742,/? = .007). Odds ratios of 9.660 indicate that low-income 

students receiving $12,000 or more in unsubsidized loans were about 9 times more likely 



to persist during the 2005- 2006 academic year than low-income students who received 

no unsubsidized loans. Because the overall model of prediction for unsubsidized loans is 

not statistically significant, these findings must be interpreted with caution. 

2008 - 2009 persistence 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered two 

categories of unsubsidized loan funding, $0 - $15,999 and $16,000 - $38,122. The Wald 

F-statistic of 0.879, df= 2, 199,p = All indicates the cumulative amount of 

unsubsidized loans received from 2003 - 2009 (STUCUM09) was not a statistically 

significant predictor of persistence during the 2008 - 2009 academic year (PROUT6). 

The lvalue of -0.871 and/?-value of .385 for low-income students receiving less than 

$16,000 in unsubsidized loans confirm a failure to reach statistical significance. 

However, there was a statistically significant relationship between the receipt of 

unsubsidized loans and persistence for low-income students receiving $16,000 or more in 

unsubsidized loans (t = 2.609,/? = .010). Odds ratios of 3.343 indicate that low-income 

students receiving $16,000 or more in unsubsidized loans were about 3 times more likely 

to persist during the 2008- 2009 academic year than low-income students who received 

no unsubsidized loans. Because the overall model of prediction for unsubsidized loans is 

not statistically significant, these findings must be interpreted with caution. See Table 11 

for a summary of the hypothesis testing results, and see Table 14 for a summary of the 

logistic regression coefficients. 
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Table 14 

Logistic Regression (Standardized) Coefficients for Unsubsidized Loan Funding, 
Persistence, and Attainment for Low-income Students 

Variable Beta SE t Sig 

Persistence 2003-2004 

Persistence 2005-2006 

Persistence 2008-2009 

< $12,000 -0.077 0.049 -1.566 0.119 
$12,00-$24,265 0.073 0.027 2.742* 0.007 

$102-$15,999 
$16,000-$38,122 

Attainment 

<$ 10,000 
$10,000 - $19,999 
$20,000-$38,122 

*p < .05 
Nntp indicates analvses couli 

-0.041 
0.076 

-0.076 
0.010 
0.054 

A not he conducted 

0.047 
0.029 

0.025 
0.022 
0.028 

due to small s 

-0.871 
2.609* 

-3.012* 
0.443 
1.969* 

lamnle sizes. 

0.385 
0.010 

0.003 
0.658 
0.050 

Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

Null Hypothesis D 

Ho3d: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor degree attainment (within six years) 

among African-American students. 



The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered three 

categories of unsubsidized loan funding, $0 - $9,999, $10,000 - $19,999, and $20,000 -

$38,122. The WaldF-statistic of 2.073, df= 3, 198,/? = .105 indicates the cumulative 

amount of unsubsidized loans received from 2003 - 2009 (STUCUM09) was not a 

statistically significant predictor of attainment within six years (PROUT6). The lvalue 

of 1.692 andj!?-value of .092 for African-American students receiving less than $10,000 

in unsubsidized loans and t-value of 1.140 and/?-value of .256 for African-American 

students receiving more than $20,000 in unsubsidized loans confirm a failure to reach 

statistical significance. However, there was a statistically significant relationship 

between the receipt of unsubsidized loans and attainment for African-American students 

receiving between $10,000 - $19,999 in unsubsidized loans (/ = 2.278, p = .024). Odds 

ratios of 2.579 indicate that these African-American students were approximately 2.5 

times more likely to complete their Bachelor's degrees within six years than African-

American students who received no unsubsidized loans. It is important to note that these 

results should be interpreted with caution since the overall model of prediction for 

unsubsidized loans is not statistically significant. See Table 11 for a summary of the 

hypothesis testing results, and see Table 12 for a summary of the logistic regression 

coefficients. 
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Null Hypothesis E 

Ho3e: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among Hispanic students. 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered two 

categories of unsubsidized loan funding, $0 - $15,999 and $16,000 - $38,122. The Wald 

F-statistic of 4.244, df= 2, 199, p = .016 indicates, overall, the cumulative amount of 

unsubsidized loan funding received from the 2003 - 2004 academic year through the 

2008 - 2009 academic year (STUCUM09) was a statistically significant predictor of 

degree attainment within 6 years (PROUT6) for Hispanic students. Specifically, students 

receiving $16,000 or more in unsubsidized loan funding were more likely to complete 

their Bachelor's degree within six years than students receiving no unsubsidized loan 

funding (t = 2.950,/? = .004). The odds ratio of 5.628 suggests that Hispanic students 

receiving $16,000 or more in unsubsidized loan funding were approximately 5 Vi times 

more likely to complete their Bachelor's degree within six years than Hispanic students 

who did not receive any unsubsidized loan funding. However, unsubsidized loan funding 

in the amount of $15,999 or less was not a statistically significant predictor of attainment 

(t = -0.018, p = .985). See Table 11 for a summary of the hypothesis testing results, and 

see Table 13 for a summary of the logistic regression coefficients. 
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The model of those variables previously identified as predictive of persistence and 

attainment including the variable of interest in the current research question, unsubsidized 

loans, is statistically significant with a Wald F-statistic of 12.122, df= 8, 193,/? = .000. 

The model of only those variables previously identified as predictive of persistence and 

attainment, excluding unsubsidized loans, is also statistically significant with a Wald F-

statistic of 15.118, df= 6, 195,p = .000. It is therefore necessary to compare the amount 

of variability explained by each of the models to determine the net effect of subsidized 

loan funding. The Pseudo R 2 value for the model with only those variables previously 

identified as predictive of persistence and attainment is 0.175 indicating that 17% of the 

variance in degree attainment can be explained by this model. However, the Pseudo R 2 

value of the model including subsidized loan funding is 0.181 indicating that this model 

accounts for approximately 18% of the variance in degree attainment, about 1% more 

than the original model alone. 

Null Hypothesis F 

Ho3f: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) 

among low-income students. 

The cumulative amount of unsubsidized loan funding received from 2003 - 2004 

through 2008 - 2009 ranged from $0 - $38,122. The current analysis considered three 

categories of unsubsidized loan funding, $0 - $9,999, $10,000 - $19,999, and $20,000 -

$38,122. The WaldF-statistic of 4.267, df= 3, 198,p = .006 indicates, overall, the 
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cumulative amount of unsubsidized loan funding received from the 2003 - 2004 

academic year through the 2008 - 2009 academic year (STUCUM09) was a statistically 

significant predictor of degree attainment within 6 years (PROUT6) for low-income 

students. Specifically, students receiving $20,000 or more in unsubsidized loan funding 

were more likely to complete their Bachelor's degree within six years than students 

receiving no unsubsidized loan funding (t = 1.969, p = .050). The odds ratio of 3.177 

suggests that low-income students receiving $20,000 or more in unsubsidized loan 

funding were approximately three times more likely to complete their Bachelor's degree 

within six years than low-income students who did not receive any unsubsidized loan 

funding. On the other hand, low-income students who received less than $10,000 in 

unsubsidized loan funding were significantly less likely to complete their Bachelor's 

degrees in six years than low-income students who did not receive unsubsidized loans (t 

= -3.012, p = .003). Examination of the odds ratio of 0.633 indicate that low-income 

students who received less than $10,000 in unsubsidized loans were 63% less likely to 

graduate in six years than low-income students who did not receive unsubsidized loans. 

Unsubsidized loan funding in the amount of $10,000 - $19,999 was not a statistically 

significant predictor of attainment (t = 0.443, p = .658). See Table 11 for a summary of 

the hypothesis testing results, and see Table 14 for a summary of the logistic regression 

coefficients. 

The model of those variables previously identified as predictive of persistence and 

attainment including the variable of interest in the current research question, unsubsidized 



loans, is statistically significant with a Wald F-statistic of 19.522, df = 9, 192, p < .001. 

The model of only those variables previously identified as predictive of persistence and 

attainment, excluding unsubsidized loans, is also statistically significant with a Wald F-

statistic of 25.784, df= 6, 195,/? = .000. It is therefore necessary to compare the amount 

of variability explained by each of the models to determine the net effect of unsubsidized 

loan funding. The Pseudo R 2 value for the model with only those variables previously 

identified as predictive of persistence and attainment is 0.145 indicating that 14% of the 

variance in degree attainment can be explained by this model. However, the Pseudo R 2 

value of the model including subsidized loan funding is 0.154 indicating that this model 

accounts for approximately 15% of the variance in degree attainment, about 1% more 

than the original model alone. 

Research Question 4 

What are the demographic characteristics of students who receive merit-based financial 

aid offered at the state level? 

The Beginning Postsecondary Students Survey (BPS) was filtered by institution 

type and only four-year public, four-year private, and four-year proprietary institutions 

were included in the analysis. Percentage distributions indicate that approximately 

94.3% of the sample did not receive any state merit-based funding, while 5.7% of the 

sample received an amount ranging from $111 - $10,000. Approximately 8.8% of White 

students, 6.8% of African-American students, and 4.1% of Hispanic students received 

state merit-based financial aid funding. With regard to income, 7.2% of the students 
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classified as high income, which is an annual household income of more than $89,000, 

received state merit-based financial aid. 8.7% of the middle income students, which is an 

income range from $31,000 - $89,000 received state merit-based financial aid. Lastly, 

those students with an annual household income of less than $31,000 were considered 

low-income and 7.0% of these students received state merit-based financial aid. All 

sample sizes were weighted within the statistical analysis software package provided by 

the Department of Education, PowerStats, so exact samples sizes are not provided. 

However, since there is information provided regarding the overall size of the sample 

(16,700) and percent distributions, approximate calculations for the sample sizes were 

computed and are provided in Table 15. 
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Table 15 

Percentage Distribution of State Merit-based Aid Recipients by Race and Income 

Variable 

White 

African-American 

Hispanic 

Low Income (<$31,000/year) 

Middle Income ($31,000 - $89,000) 

High Income (>$89,000) 

State Merit Aid State Merit Aid Total 
$0 $111-$10,000 

91.2% 
1612 

93.2% 
1026 

95.9% 
971 

93.0% 
1040 

91.3% 
1386 

92.8% 
1972 

8.8% 
156 

6.8% 
75 

4.1% 
42 

7.0% 
78 

8.7% 
132 

7.2% 
153 

100% 
1768 

100% 
1101 

100% 
1013 

100% 
1118 

100% 
1578 

100% 
2125 

Filters used to control for first-institution type 2003 -2004 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

Research Question 5 

Among African-American, Hispanic, and low-income students, to what extent does 

merit-based financial aid offered at the state level predict their degree attainment (within 

six years)? 
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Null Hypotheses A 

Ho5a: Among African-American students, merit-based financial aid offered at the 

state level is not a statistically significant predictor of degree attainment 

(within six years). 

The Wald F-statistic of 4.702, df- 1, 200, p - .031 indicates the amount of merit 

based financial aid offered at the state level (STMERIT) was a statistically significant 

predictor of degree attainment, within 6 years, (PROUT6) for African-American students. 

Specifically, students receiving between $111 and $10,000 in state merit-based financial 

aid were more likely to complete their Bachelor's degree within six years than students 

receiving no state merit-based financial aid (t = 2.256, p = .025). The odds ratio of 1.870 

suggests that African-American students receiving merit-based financial aid offered at the 

state level were 87% more likely to complete their Bachelor's degree within six years 

than African-American students who did not receive any state merit-based financial aid. 

Due to the small sample of African-American students receiving state merit-based 

financial aid awards, there was not adequate representation to compare the attainment of 

those receiving the higher amounts as compared to those receiving the lower amounts. 

See Table 16 for a summary of the hypothesis testing results, and see Table 17 for a 

summary of the logistic regression coefficients. 

The variables previously identified as predictive of persistence and attainment 

(academic integration, social integration, grade point average, delayed enrollment, and 

parents' highest level of education) were included in the analyses and were compared to 
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the variables of interest in the current research in an attempt to isolate the effects of the 

variables of interest. The WaldF-statistic of 13.146, df= 7, 194, p = .000 for the overall 

model, including state merit-based financial aid and the variables previously identified as 

associated with persistence and attainment, indicates the model is statistically significant. 

The WaldF-statistic of 15.501, df= 6, 195, p = .000 for the model that only includes 

those variables previously identified as related to persistence and attainment and excludes 

state merit-based financial aid, is also statistically significant. Therefore, it is necessary 

to compare the amount of variability explained by each of the models to determine the 

net effect of state merit-based financial aid. The Pseudo R value for the model with 

only those variables previously identified as predictive of persistence and attainment is 

0.154 indicating that 15% of the variance in degree attainment can be explained by this 

model. The Pseudo R*2 value of the model including state merit-based financial aid is 

0.158 indicating that this model also accounts for approximately 15% of the variance in 

degree attainment, which means that the model including the state merit-based financial 

aid explains no additional variance in degree attainment than that which is explained by 

the original model alone. 
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Table 16 

Hypothesis Testing Results for State Merit-based Financial Aid and Attainment for 
African-American, Hispanic, and Low-income Students 

Variable Wald F-stsXisiic df Probability F 

(Num. df, Denom. df) 

Attainment 

African-American 4.702* 1,200 0.031 

Hispanic 0.559 1,200 0.455 

Low-income 1.497 1,200 0.223 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 17 

Logistic Regression (Standardized) Coefficients for State Merit-based Funding and 
Attainment for African-American, Hispanic, and Low-income Students 

Variable Beta SE t Sig 

Attainment 

African-American 0.066 0.029 2.256* 0.025 

Hispanic 0.036 0.040 0.907 0.366 

Low-income 0.028 0.022 1.251 0.212 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

Null Hypothesis B 

Ho5i,: Among Hispanic students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 

The Wald F-statistic of 0.559, df= 1, 200, p = .455 indicates that state merit-

based financial aid (STMERIT) was not a statistically significant predictor of degree 

attainment within six years (PROUT06). The J-value of 0.907 and/»-value of .366 for 

Hispanic students receiving state merit aid confirm a failure to reach statistical 

significance. See Table 16 for a summary of the hypothesis testing results, and see Table 

17 for a summary of the logistic regression coefficients. 
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Null Hypothesis C 

Ho5C: Among low-income students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within 

six years). 

The fFaWF-statistic of 1.497, df= 1, 200, p = .223 indicates that state merit-

based financial aid (STMERIT) was not a statistically significant predictor of degree 

attainment within six years (PROUT06) for low-income students. The /-value of 1.251 

and/»-value of .212 for low-income students receiving state merit aid confirm a failure to 

reach statistical significance. See Table 16 for a summary of the hypothesis testing 

results, and see Table 17 for a summary of the logistic regression coefficients. 

Research Question 6 

Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid, which type is the best predictor of year-to-year 

persistence and degree attainment (within six years) among African-American, Hispanic, 

and low-income students? 

Null Hypotheses A 

Ho6a: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among African-American students. 



2003 - 2004 persistence 

In order to determine which type of financial aid is the best predictor of 

persistence during the 2003 - 2004 academic year for African-American students, it was 

necessary to include all of the aforementioned types of financial aid in the model and 

determine which had the strongest effect on persistence. Due to small samples sizes, 

unsubsidized loans were not included in this analysis. 

The Wald F-statistic of 0.324, df= 2, 199, p = .724 indicates the amount of Pell 

Grant funding received during the 2003 - 2004 academic year (PELL04) was not a 

statistically significant predictor of persistence during the 2003 - 2004 academic year 

(PROUTl). The Wald F-statistic of 0.013, df= 2, 199, p = .987 indicates the amount of 

subsidized loan funding received during the 2003 - 2004 academic year (STSUB04) was 

not a statistically significant predictor of persistence during the 2003 - 2004 academic 

year (PROUTl). However, the Wald F-statistic of 107.65, # = 1, 200, p = .000 indicates 

that state merit-based financial aid (STMERIT) was a statistically significant predictor of 

persistence during the 2003 - 2004 academic year for African-American students. See 

Table 18 for a summary of the hypothesis testing results, and see Table 19 for a summary 

of the logistic regression coefficients. 

Because state merit-based financial aid was the only significant predictor in the 

model, it can therefore be concluded that state merit-based financial aid is the best 

predictor of persistence during the 2003 - 2004 academic year for African-American 

students. Consequently, the null hypothesis is rejected. 
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Table 18 

Hypothesis Testing Results for Pell Grant Funding, Subsidized Loans, Unsubsidized 
Loans, State Merit-based Financial Aid, Persistence, and Attainment for African-
American Students 

Variable Wald F-stditistic df Probability F 

(Num. df, Denom. df) 

Persistence 2003 - 2004 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

0.324 
0.013 

107.651 

2, 199 
2, 199 

1,200 

0.724 
0.987 

0.000 

Persistence 2005 - 2006 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

2.725 
2.658 
0.736 
1.461 

2, 199 
3, 198 
2, 199 
1,200 

0.068 
0.050 
0.480 
0.228 

Persistence 2008 - 2009 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

1.496 
2.814 
0.969 
4.527 

3, 198 
3, 198 
2, 199 
1,200 

0.217 
0.040 
0.381 
0.035 

Attainment 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

2.680 
20.301 
1.780 
4.230 

3, 198 
3, 198 
2, 199 
1,200 

0.048 
0.000 
0.171 
0.041 

*p < .05 
Note. indicates analyses could not be conducted due to small sample sizes. 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 19 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for 
African-American Students 

Variable 

Persistence 2003-2004 
Pell Grant 

<$2,000 
$2,000 - $4,050 

Subsidized Loans 
<$2,500 

$2,050 - $5,500 
Unsubsidized Loans 
State Merit-based Grants 

$111-$10,000 
Persistence 2005-2006 

Pell Grant 
<$6,000 

$6,000-$12,150 
Subsidized Loans 

<$5,000 
$5,000 - $9,999 

$10,000 - $15,672 
Unsubsidized Loans 

<$ 12,000 
$12,000-$24,265 

State Merit-based Grants 
Persistence 2008-2009 

Pell Grant 
<$8,000 

$8,000-$15,999 
$16,000-$26,438 

Subsidized Loans 
<$5,000 

$5,000 - $14,999 
$15,000-$26,438 

Beta 

0.087 
0.040 

-0.007 
0.021 

0.038 

-0.211 
-0.107 

-0.138 
0.136 
0.169 

-0.078 
0.053 
0.084 

-0.171 
-0.087 
0.231 

-0.016 
0.066 
0.231 

SE 

0.054 
0.077 

0.070 
0.081 

0.018 

0.082 
0.067 

0.070 
0.068 
0.058 

0.063 
0.032 
0.028 

0.074 
0.066 
0.076 

0.083 
0.082 
0.076 

t 

1.606 
0.519 

-0.107 
0.259 

2.100* 

-2.567* 
-1.599 

-1.969* 
2.003* 
2.907* 

-1.240 
1.658 

2.984* 

-2.312* 
-1.314 
3.031* 

-0.192 
0.801 
3.031* 

Sig 

0.110 
0.604 

0.915 
0.796 

0.037 

0.011 
0.111 

0.050 
0.047 
0.004 

0.217 
0.099 
0.003 

0.022 
0.190 
0.003 

0.848 
0.424 
0.003 

(continued) 
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Table 19 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for 
African-American Students (continued) 

Variable Beta SE t Sig 

Unsubsidized Loans 
<$ 16,000 -0.036 0.067 -0.533 0.594 

$16,000-$38,122 0.096 0.049 1.966* 0.051 
State Merit-based Grants 

$111-$10,000 0.084 0.033 2.575* 0.011 
*p < .05 
Note. indicates analyses could not be conducted due to small sample sizes. 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

2005 - 2006 persistence 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on persistence. The WaldF-statistic of 

2.725, df= 2, 199, p = .068 indicates the cumulative amount of Pell Grant funding 

received from 2003 - 2006 (PELLCU06) was not a statistically significant predictor of 

persistence during the 2005 - 2006 academic year (PROUT3). The WaldF-statistic of 

0.736, df= 2, 199, p = .480 indicates the amount of unsubsidized loan funding received 

from the 2003 - 2006 (STUCUM06) was not a statistically significant predictor of 

persistence during the 2005 - 2006 academic year (PROUT3). The Wald F-statistic of 



1.461, df= 1, 200, p = 0.228 indicates that state merit-based financial aid (STMERIT) 

was not a statistically significant predictor of persistence during the 2005 - 2006 

academic year (PROUT3) for African-American students. On the other hand, the Wald 

F-statistic of 2.658, df= 3, 198,/? = .050 indicates that subsidized loan funding received 

from 2003 - 2006 (STSCUM06) was a statistically significant predictor of persistence 

during the 2005 - 2006 academic year (PROUT3) for African-American students. See 

Table 18 for a summary of the hypothesis testing results, and see Table 19 for a summary 

of the logistic regression coefficients. 

Since subsidized loans were the only significant predictor in the model, it can 

therefore be concluded that subsidized loans are the best predictor of persistence during 

the 2005 - 2006 academic year for African-American students. Consequently, the null 

hypothesis is rejected. 

2008 - 2009 persistence 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on persistence. The fFaWF-statistic of 

1.496, df- 3, 198,/? = .217 indicates the cumulative amount of Pell Grant funding 

received from 2003 - 2009 (PELLCU09) was not a statistically significant predictor of 

persistence during the 2008 - 2009 academic year (PROUT6). The fFaWF-statistic of 

0.939, df= 2, 199,/? = .381 indicates the amount of unsubsidized loan funding received 

from the 2003 - 2009 (STUCUM09) was not a statistically significant predictor of 

persistence during the 2008 - 2009 academic year (PROUT6). However, the Wald F-



statistic of 2.814, df= 3, 198, p = .040 indicates that subsidized loan funding received 

from 2003 - 2009 (STSCUM09) was a statistically significant predictor of persistence 

during the 2008 - 2009 academic year (PROUT6) for African-American students. 

Lastly, the Wald F-statistic of 4.527, df= 1, 200,/? = .035 indicates that state merit 

financial aid funding received during the 2003 - 2004 academic year was also a 

statistically significant predictor of persistence during the 2008 - 2009 academic year 

(PROUT6) for African-American students. See Table 18 for a summary of the 

hypothesis testing results, and see Table 19 for a summary of the logistic regression 

coefficients. 

Both subsidized loans and state merit-based financial aid were significant 

predictors in the model, but a comparison of the fTa/JF-statistics demonstrates that the 

effect of state merit based financial aid on persistence was much stronger than the effect 

of subsidized loans. It can therefore be concluded that state merit-based financial aid 

must be the best predictor of persistence during the 2008 - 2009 academic year for 

African-American students. Consequently, the null hypothesis is rejected. 

Null Hypothesis B 

Ho6t,: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among Hispanic students. 



2003 - 2004 persistence 

In order to determine which type of financial aid is the best predictor of 

persistence during the 2003 - 2004 academic year for Hispanic students, it was necessary 

to include all of the aforementioned types of financial aid in the model and determine 

which had the strongest effect on persistence. Due to small samples sizes, unsubsidized 

loans were not included in this analysis. 

The WaldF-statistic of 0.055, df= 2, 199, p = .946 indicates the amount of Pell 

Grant funding received during the 2003 - 2004 academic year (PELL04) was not a 

statistically significant predictor of persistence during the 2003 - 2004 academic year 

(PROUTl). The Wald F-statistic of 1.262, df= 2, 199,p = .285 indicates the amount of 

subsidized loan funding received during the 2003 - 2004 academic year (STSUB04) was 

not a statistically significant predictor of persistence during the 2003 - 2004 academic 

year (PROUTl). The Wald F-statistic of 49.718, df= 1, 200,/? = .000 indicates that state 

merit-based financial aid (STMERIT) was a statistically significant predictor of 

persistence during the 2003 - 2004 academic year for Hispanic students. See Table 20 

for a summary of the hypothesis testing results, and see Table 21 for a summary of the 

logistic regression coefficients. 

Because state merit-based financial aid was the only significant predictor in the 

model, it can therefore be concluded that state merit-based financial aid is the best 

predictor of persistence during the 2003 - 2004 academic year for Hispanic students. 

Consequently, the null hypothesis is rejected. 
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Table 20 

Hypothesis Testing Results for Pell Grant Funding, Subsidized Loans, Unsubsidized 
Loans, State Merit-based Financial Aid, Persistence, and Attainment for Hispanic 
Students 

Variable Wald F-%tdWs,\ic df Probability F 

(Num. df, Denom. df) 

Persistence 2003 - 2004 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

Persistence 2005 - 2006 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

Persistence 2008 - 2009 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

Attainment 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

*p < .05 
Nntp indicates analyse; 

0.055 
1.262 

49.718* 

7.508* 
4.396* 

1.709 

0.369 
2.457 
0.142 
0.074 

3.550* 
5.801* 
1.728 
0.574 

s could not be condui 

2, 199 
2, 199 

1,200 

2, 199 
3, 198 

1,200 

3, 198 
3, 198 
2, 199 
1,200 

3,198 
3, 198 
2, 199 
1,200 

cted due to srr 

0.946 
0.285 

0.000 

0.001 
0.005 

0.193 

0.775 
0.064 
0.868 
0.787 

0.015 
0.001 
0.180 
0.450 

Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 21 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for 
Hispanic Students 

Variable 

Persistence 2003-2004 
Pell Grant 

<$2,000 
$2,000 - $4,050 

Subsidized Loans 
<$2,500 

$2,050 - $5,500 
Unsubsidized Loans 
State Merit-based Grants 

$111-$10,000 
Persistence 2005-2006 

Pell Grant 
<$6,000 

$6,000-$12,150 
Subsidized Loans 

<$5,000 
$5,000 - $9,999 

$10,000-$15,672 
Unsubsidized Loans 
State Merit-based Grants 

Persistence 2008-2009 
Pell Grant 

<$8,000 
$8,000-$15,999 
$16,000-$26,438 

Subsidized Loans 
<$5,000 

$5,000 - $14,999 
$15,000 - $26,438 

Beta 

0.017 
-0.034 

-0.003 
0.157 

0.015 

-0.165 
0.081 

-0.160 
0.013 
0.092 

0.039 

-0.010 
-0.059 
0.131 

-0.176 
-0.001 
0.112 

SE 

0.065 
0.083 

0.081 
0.067 

0.015 

0.075 
0.052 

0.054 
0.040 
0.029 

0.026 

0.069 
0.085 
0.046 

0.082 
0.066 
0.053 

t 

0.268 
-0.414 

-0.037 
2.347* 

1.025 

-2.207* 
1.549 

-2.989* 
0.339 
3.175* 

1.505 

-0.150 
-0.687 
2.842* 

-2.138* 
-0.021 
2.133* 

Sig 

0.789 
0.680 

0.970 
0.020 

0.307 

0.028 
0.123 

0.003 
0.735 
0.002 

0.134 

0.881 
0.493 
0.005 

0.034 
0.983 
0.034 

(continued) 
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Table 21 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for 
Hispanic Students (continued) 

Variable Beta SE t Sig 

Unsubsidized Loans 
<$16,000 -0.011 0.063 -0.177 0.859 

$16,000-$38,122 0.087 0.033 2.674* 0.008 
State Merit-based Grants 

$111-$10,000 0.069 0.033 2.073* 0.039 
*p < .05 
Note. indicates analyses could not be conducted due to small sample sizes. 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

2005 - 2006 persistence 

Pell Grant funding, subsidized loan funding, and state merit-based financial aid 

were all included in the model in order to determine which had the strongest effect on 

persistence. Unsubsidized loans were excluded due to small sample sizes. The Wald F-

statistic of 1.709, df= 1, 200, p = .193 indicates the cumulative amount of state merit-

based financial aid received during the 2003 - 2004 academic year (STMERIT) was not a 

statistically significant predictor of persistence during the 2005 - 2006 academic year 

(PROUT3). On the other hand, the Wald F-statistic of 7.508, df= 2, 199, p = .001 

indicates the amount of Pell Grant funding received from 2003 - 2006 (PELLCUM06) 

was a statistically significant predictor of persistence during the 2005 - 2006 academic 

year (PROUT3). Additionally, the WaldF-statistic of 4.396, df= 3, 198, p = .005 



indicates that subsidized loan funding received from 2003 - 2006 (STSCUM06) was a 

statistically significant predictor of persistence during the 2005 - 2006 academic year 

(PROUT3) for Hispanic students. See Table 20 for a summary of the hypothesis testing 

results, and see Table 21 for a summary of the logistic regression coefficients. 

Both Pell Grant and subsidized loans were significant predictors in the model, but 

a comparison of the Wald F-statistics demonstrates that the effect of Pell Grant funding 

on persistence was much stronger than the effect of subsidized loans. It can therefore be 

concluded that Pell Grant funding must be the best predictor of persistence during the 

2005 - 2006 academic year for Hispanic students. Consequently, the null hypothesis is 

rejected. 

2008 - 2009 persistence 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on persistence. The Wald F-statistic of 

0.369, df= 3, 198,/? = .775 indicates the cumulative amount of Pell Grant funding 

received from 2003 - 2009 (PELLCU09) was not a statistically significant predictor of 

persistence during the 2008 - 2009 academic year (PROUT6). The Wald F-statistic of 

2.457, df= 3, 198,/? = .064 indicates the amount of subsidized loan funding received 

from the 2003 - 2009 (STSCUM09) was not a statistically significant predictor of 

persistence during the 2008 - 2009 academic year (PROUT6). The Wald F-statistic of 

0.142, df- 2, 199, p = .868 indicates the amount of unsubsidized loan funding received 

from the 2003 - 2009 (STUCUM09) was not a statistically significant predictor of 



persistence during the 2008 - 2009 academic year (PROUT6). Lastly, the WaldF-

statistic of 0.074, df= 1, 200,/? = .787 indicates that state merit-based financial aid 

received during the 2003 - 2004 academic year (STMERIT) was not a statistically 

significant predictor of persistence during the 2008 - 2009 academic year (PROUT6) for 

Hispanic students. See Table 20 for a summary of the hypothesis testing results, and see 

Table 21 for a summary of the logistic regression coefficients. 

Since none of the financial aid variables included in the model were statistically 

significant, it is necessary to accept the null hypothesis that none of the various types of 

financial aid are predictive of persistence during the 2008 - 2009 academic year for 

Hispanic students. 

Null Hypothesis C 

Ho6C: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-

year persistence among low-income students. 

2003 - 2004 persistence 

In order to determine which type of financial aid is the best predictor of 

persistence during the 2003 - 2004 academic year for low-income students, it was 

necessary to include all of the aforementioned types of financial aid in the model and 

determine which had the strongest effect on persistence. Due to small samples sizes, 

unsubsidized loans were not included in this analysis. 
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The Wald F-statistic of 0.210, df= 2, 199, p = .811 indicates the amount of Pell 

Grant funding received during the 2003 - 2004 academic year (PELL04) was not a 

statistically significant predictor of persistence during the 2003 - 2004 academic year 

(PROUT1). The Wald F-statistic of 2.797, df= 2, 199, p = .063 indicates the amount of 

subsidized loan funding received during the 2003 - 2004 academic year (STSUB04) was 

not a statistically significant predictor of persistence during the 2003 - 2004 academic 

year (PROUT1). The Wald F-statistic of 0.040, df= 1, 200, p = .842 indicates that state 

merit-based financial aid (STMERIT) was also not a statistically significant predictor of 

persistence during the 2003 - 2004 academic year for low-income students. See Table 22 

for a summary of the hypothesis testing results, and see Table 23 for a summary of the 

logistic regression coefficients. 

Because none of the financial aid variables included in the model were 

statistically significant, it is necessary to accept the null hypothesis that none of the 

various types of financial aid are predictive of persistence during the 2003 - 2004 

academic year for low-income students. 
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Table 22 

Hypothesis Testing Results for Pell Grant Funding, Subsidized Loans, Unsubsidized 
Loans, State Merit-based Financial Aid, Persistence, and Attainment for Low-income 
Students 

Variable JFa/dF-statistic df Probability F 

(Num. df, Denom. df) 

Persistence 2003-2004 

Pell Grant 
Subsidized Loans 
Jnsubsidized Loans 

State Merit Aid 

0.210 
2.797 

0.040 

2, 199 
2, 199 

1,200 

0.811 
0.063 

0.842 

Persistence 2005-2006 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

6.947* 
3.897* 
0.400 
1.519 

2, 199 
3, 198 
2, 199 
1,200 

0.001 
0.010 
0.671 
0.219 

Persistence 2008-2009 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

6.740* 
9.664* 
0.177 
2.003 

3, 198 
3, 198 
2, 199 
1,200 

0.000 
0.000 
0.838 
0.159 

Attainment 

Pell Grant 
Subsidized Loans 

Unsubsidized Loans 
State Merit Aid 

13.638* 
29.575* 
23.462* 
0.633 

3, 198 
3, 198 
2, 199 
1,200 

0.000 
0.000 
0.000 
0.427 

*p < .05 
Note. indicates analyses could not be conducted due to small sample sizes. 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Table 23 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for Low-
income Students 

Variable 

Persistence 2003-2004 
Pell Grant 

<$2,000 
$2,000 - $4,050 

Subsidized Loans 
<$2,500 

$2,050 - $5,500 
Unsubsidized Loans 
State Merit-based Grants 

$111-$10,000 
Persistence 2005-2006 

Pell Grant 
<$6,000 

$6,000-$12,150 
Subsidized Loans 

<$5,000 
$5,000 - $9,999 

$10,000-$15,672 
Unsubsidized Loans 

<$ 12,000 
$12,000-$24,265 

State Merit-based Grants 
Persistence 2008-2009 

Pell Grant 
<$8,000 

$8,000-$15,999 
$16,000-$26,438 

Subsidized Loans 
<$5,000 

$5,000 - $14,999 
$15,000 - $26,438 

Beta 

-0.012 
-0.028 

-0.030 
0.114 

0.028 

-0.164 
0.078 

-0.141 
0.035 
0.102 

-0.060 
0.017 
0.037 

-0.082 
0.001 
0.155 

-0.176 
-0.010 
0.143 

SE 

0.062 
0.054 

0.067 
0.051 

0.034 

0.075 
0.052 

0.055 
0.043 
0.034 

0.051 
0.026 
0.026 

0.064 
0.060 
0.045 

0.058 
0.050 
0.047 

t 

-0.186 
-0.521 

-0.443 
2.218* 

0.831 

-2.191* 
1.501 

-2.547* 
0.816 

3.017* 

-1.186 
0.663 
1.448 

-1.283 
0.019 
3.430* 

-3.033* 
-0.200 
3.082* 

Sig 

0.853 
0.603 

0.658 
0.028 

0.407 

0.030 
0.135 

0.012 
0.416 
0.003 

0.237 
0.508 
0.149 

0.201 
0.985 
0.001 

0.003 
0.842 
0.002 

(continued) 
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Table 23 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Persistence for Low-
income Students (continued) 

Variable Beta SE t Sig 

Unsubsidized Loans 
<$16,000 -0.035 0.052 -0.668 0.505 

$16,000 - $38,122 -0.010 0.025 -0.391 0.696 
State Merit-based Grants 

$111-$10,000 0.050 0.029 1.766 0.079 
*p < .05 
Note. indicates analyses could not be conducted due to small sample sizes. 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 

2005 - 2006 persistence 

Pell Grant funding, subsidized loan funding, unsubsidized loan funding, and state 

merit-based financial aid were all included in the model in order to determine which had 

the strongest effect on persistence. The Wald F-statistic of 0.400, df= 2, 199, p = .671 

indicates the cumulative amount of unsubsidized loan funding received from the 2003 -

2006 academic year (STUCUM06) was not a statistically significant predictor of related 

to persistence during the 2005 - 2006 academic year (PROUT3). In addition, the Wald 

F-statistic of 1.519, df= 1, 200, p = .219 indicates the amount of state merit-based 

financial aid received during the 2003 - 2004 academic year (STMERIT) was not a 

statistically significant predictor of persistence during the 2005 - 2006 academic year 

(PROUT3). On the other hand, the WaldF-statistic of 6.947, df= 2, 199, p = .001 



indicates the amount of Pell Grant funding received from 2003 - 2006 (PELLCUM06) 

was a statistically significant predictor of persistence during the 2005 - 2006 academic 

year (PROUT3). Additionally, the WaldF-statistic of 3.897, df= 3, 198,p = .010 

indicates that subsidized loan funding received from 2003 - 2006 (STSCUM06) was a 

statistically significant predictor of persistence during the 2005 - 2006 academic year 

(PROUT3) for low-income students. See Table 22 for a summary of the hypothesis 

testing results, and see Table 23 for a summary of the logistic regression coefficients. 

Both Pell Grant and subsidized loans were significant predictors in the model, but 

a comparison of the WaWF-statistics demonstrates that the effect of Pell Grant funding 

on persistence was much stronger than the effect of subsidized loans. It can therefore be 

concluded that Pell Grant funding must be the best predictor of persistence during the 

2005 - 2006 academic year for low-income students. Consequently, the null hypothesis 

is rejected. 

2008 - 2009 persistence 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on persistence. The Wald F-statistic of 

0.177, df- 2, 199, p = .838 indicates the cumulative amount of unsubsidized loan 

funding received from 2003 - 2009 (STUCUM09) was not a statistically significant 

predictor of persistence during the 2008 - 2009 academic year (PROUT6). In addition, 

the Wald F-statistic of 2.003, df= 1, 200, p = .159 indicates that state merit-based 

financial aid received during the 2003 - 2004 academic year (STMERIT) was not a 



statistically significant predictor of persistence during the 2008 - 2009 academic year 

(PROUT6) for low-income students. On the contrary, the Wald F-statistic of 6.740, df= 

3, 198,/? = .000 indicates the amount of Pell Grant funding received from 2003 - 2009 

(PELLCUM09) was a statistically significant predictor of persistence during the 2008 -

2009 academic year (PROUT3). Additionally, the fTaWF-statistic of 9.664, df= 3, 198, 

p = .000 indicates that subsidized loan funding received from 2003 - 2009 (STSCUM09) 

was a statistically significant predictor of persistence during the 2008 - 2009 academic 

year (PROUT6) for low-income students. See Table 22 for a summary of the hypothesis 

testing results, and see Table 23 for a summary of the logistic regression coefficients. 

Both Pell Grant and subsidized loans were significant predictors in the model, but 

a comparison of the Wald F-statistics demonstrates that the effect of subsidized loans on 

persistence was much stronger than the effect of the Pell Grant. It can therefore be 

concluded that subsidized loan funding must be the best predictor of persistence during 

the 2008 - 2009 academic year for low-income students. Consequently, the null 

hypothesis is rejected. 

Null Hypothesis D 

Ho6d: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among African-American students. 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on attainment for African-American 
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students. The Wald F-statistic of 1.780, df= 2, 199, p = .171 indicates the cumulative 

amount of unsubsidized loan funding received from 2003 - 2009 (STUCUM09) was not 

a statistically significant predictor of degree attainment (PROUT6). On the contrary, the 

Wald F-statistic of 2.680, df= 3, 198,/? = .048 indicates the amount of Pell Grant funding 

received from 2003 - 2009 (PELLCUM09) was a statistically significant predictor of 

attainment (PROUT6). Additionally, the Wald F-statistic of 20.301, df= 3, 198,/? = .000 

indicates that subsidized loan funding received from 2003 - 2009 (STSCUM09) was a 

statistically significant predictor of attainment (PROUT6) for African-American students. 

Lastly, the Wald F-statistic of 4.230, df= 1, 200, p = .041 indicates that state merit-based 

financial aid received during the 2003 - 2004 academic year (STMERIT) was a 

statistically significant predictor of attainment (PROUT6) for African-American students. 

See Table 18 for a summary of the hypothesis testing results, and see Table 24 for a 

summary of the logistic regression coefficients. 

Pell Grant, subsidized loans, and state merit-based grants were all significant 

predictors in the model, but a comparison of the Wald F-statistics demonstrates that the 

effect of subsidized loan funding on attainment was much stronger than the effects of Pell 

Grant funding and state merit-based financial aid. It can therefore be concluded that 

subsidized loan funding must be the best predictor of degree attainment for African-

American students. Consequently, the null hypothesis is rejected. 
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Table 24 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Attainment for 
African-American Students 

Variable 

Pell Grant 

<8,000 
$8,000 - $15,999 
$16,000-$24,241 

Subsidized Loans 

<$5,000 
$5,000 - $14,999 
$15,000-$26,438 

Beta 

-0.107 
-0.124 
-0.038 

0.065 
0.212 
0.441 

SE 

0.042 
0.050 
0.035 

0.039 
0.054 
0.054 

t 

-2.554* 
-2.452* 
-1.085 

1.676 
3.892* 
8.167* 

Sig 

0.011 
0.015 
0.279 

0.095 
0.000 
0.000 

Unsubsidized Loans 

<$16,000 -0.073 0.037 -1.998* 0.047 

$16,000-$38,122 -0.037 0.068 -0.535 0.593 

State Merit-based Grants 

$111-$10,000 0.058 0.025 2.312* 0.022 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Null Hypothesis E 

Ho6e: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among Hispanic students. 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on attainment for Hispanic students. 

The Wa/J F-statistic of 1.728, df= 2, 199, p = .180 indicates the cumulative amount of 

unsubsidized loan funding received from 2003 - 2009 (STUCUM09) was not a 

statistically significant predictor of degree attainment (PROUT6). Additionally, the Wald 

F-statistic of 0.574, df= 1, 200, p = .450 indicates that state merit-based financial aid 

received during the 2003 - 2004 academic year (STMERIT) was not a statistically 

significant predictor of attainment (PROUT6) for Hispanic students. On the other hand, 

the Wald F-statistic of 3.550, df= 3, 198,/? = .015 indicates the amount of Pell Grant 

funding received from 2003 - 2009 (PELLCUM09) was a statistically significant 

predictor of attainment (PROUT6). Lastly, the Wald F-statistic of 5.801, df= 3, 198,/? = 

.001 indicates that subsidized loan funding received from 2003 - 2009 (STSCUM09) was 

a statistically significant predictor of attainment (PROUT6) for low-income students. See 

Table 20 for a summary of the hypothesis testing results, and see Table 25 for a summary 

of the logistic regression coefficients. 

Pell Grant and subsidized loans were both significant predictors in the model, but 

a comparison of the PFa/t/F-statistics demonstrates that the effect of subsidized loan 
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funding on attainment was much stronger than the effects of Pell Grant funding. It can 

therefore be concluded that subsidized loan funding must be the best predictor of degree 

attainment for Hispanic students. Consequently, the null hypothesis is rejected. 

Table 25 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Attainment for 
Hispanic Students 

Variable 

Pell Grant 

<8,000 
$8,000 - $15,999 
$16,000-$24,241 

Subsidized Loans 

<$5,000 
$5,000-$14,999 
$15,000-$26,438 

Beta 

-0.042 
-0.020 
0.126 

0.011 
0.104 
0.168 

SE 

0.035 
0.035 
0.044 

0.041 
0.042 
0.042 

t 

-1.212 
-0.580 
2.890* 

0.283 
2.460* 
4.032* 

Sig 

0.227 
0.563 
0.004 

0.778 
0.015 
0.000 

Unsubsidized Loans 

<$16,000 -0.049 0.040 -1.213 0.227 

$16,000-$38,122 0.050 0.037 1.341 0.182 

State Merit-based Grants 

$111-$10,000 0.035 0.038 0.919 0.359 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 



Null Hypothesis F 

Ho6f: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree 

attainment (within six years) among low-income students. 

All of the aforementioned types of financial aid were included in the model in 

order to determine which had the strongest effect on attainment for low-income students. 

The Wald F-statistic of 13.638, df= 3, 198, p = .000 indicates the amount of Pell Grant 

funding received from 2003 - 2009 (PELLCUM09) was a statistically significant 

predictor of attainment (PROUT6). Also, the Wald F-statistic of 29.575, df- 3, 198,;? = 

.000 indicates that subsidized loan funding received from 2003 - 2009 (STSCUM09) was 

a statistically significant predictor of attainment (PROUT6) for low-income students. 

Additionally, the Wald F-statistic of 23.462, df= 2, 199, p = .000 indicates the 

cumulative amount of unsubsidized loan funding received from 2003 - 2009 

(STUCUM09) was also a statistically significant predictor of degree attainment 

(PROUT6). On the contrary, the Wald F-statistic of 0.633, df- 1, 200, p = All indicates 

that state merit-based financial aid received during the 2003 - 2004 academic year 

(STMERIT) was not a statistically significant predictor of attainment (PROUT6) for low-

income students. See Table 22 for a summary of the hypothesis testing results, and see 

Table 26 for a summary of the logistic regression coefficients. 

Pell Grant, subsidized loans, and unsubsidized loans were all significant 

predictors in the model, but a comparison of the fTa/JF-statistics demonstrates that the 
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effect of subsidized loan funding on attainment was much stronger than the effects of Pell 

Grant funding and unsubsidized loans. It can therefore be concluded that subsidized loan 

funding must be the best predictor of degree attainment among low-income students. 

Consequently, the null hypothesis is rejected. 

Table 26 

Logistic Regression (Standardized) Coefficients for Pell Grant Funding, Subsidized 
Loans, Unsubsidized Loans, State Merit-based Financial Aid, and Attainment for Low-
income Students 

Variable Beta SE t Sig 

Pell Grant 

<8,000 
$8,000 - $15,999 
$16,000 - $24,241 

Subsidized Loans 

<$5,000 
$5,000 - $14,999 
$15,000-$26,438 

-0.108 
-0.031 
0.091 

0.018 
0.152 
0.328 

0.035 
0.039 
0.035 

0.031 
0.033 
0.036 

-3.046* 
-0.785 
2.624* 

0.581 
4.624* 
9.042* 

0.003 
0.433 
0.009 

0.562 
0.000 
0.000 

Unsubsidized Loans 

<$ 16,000 
$16,000 - $38,122 

State Merit-based Grants 

$111-$10,000 

-0.165 
-0.038 

0.016 

0.025 
0.027 

0.022 

-6.460* 
-1.389 

0.750 

0.000 
0.166 

0.454 

*p < .05 
Filters used to control for first-institution type 2003 -2004 and race 
Source: U.S. Department of Education, National Center for Education Statistics, BPS: 
04/09. 
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Summary 

The purpose of the current research was to examine how the type and amount of 

federal and state financial aid received is related to persistence and attainment among 

under-served groups, namely African-American, Hispanic, and low-income students. 

Year-to-year persistence and attainment data were analyzed for African-American, 

Hispanic, and low-income students receiving Pell Grant funding, Stafford Loans, and 

state merit-based financial aid funding using descriptive statistics and logistic regression. 

A summary of the findings for each of the research questions is outlined below. 

Research Question 1 

To what extent does the amount of Federal Pell Grant funding that African-American and 

Hispanic students receive predict their year-to-year persistence and degree attainment 

(within six years)? 

Hoia: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among African-American students. For the 2003 -

2004 and 2008 - 2009 academic years, the null hypothesis is accepted as Federal Pell 

Grant funding was not determined to be a statistically significant predictor of year-to-year 

persistence among African-American students. For the 2005 - 2006 academic year, the 

null hypothesis is rejected because Federal Pell Grant funding was a statistically 

significant predictor of persistence for African-American students. 

Hon,: The amount of Federal Pell Grant funding is not a statistically significant 

predictor of year-to-year persistence among Hispanic students. For all academic years, 



the null hypothesis is rejected as Federal Pell Grant funding was not determined to be a 

statistically significant predictor of persistence for Hispanic students. 

Hoic: The amount of Federal Pell Grant funding is a statistically significant 

predictor of attainment (within six years) among African-American students. The null 

hypothesis is rejected because Federal Pell Grant funding was a statistically significant 

predictor of attainment among African-American students. 

Ho id: The amount of Federal Pell Grant funding is not a statistically significant predictor 

of attainment (within six years) among Hispanic students. 

The null hypothesis is rejected. Federal Pell Grant funding was a statistically 

significant predictor of attainment among Hispanic students. 

Research Question 2 

To what extent does the amount of need-based subsidized Stafford Loans that African-

American, Hispanic, and low-income students receive predict their year-to-year 

persistence and degree attainment (within 6years)? 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among African-American 

students. For the 2003 - 2004 academic year, the null hypothesis is accepted as 

subsidized Stafford Loans were not determined to be a statistically significant predictor 

of year-to-year persistence among African-American students. For the 2005 - 2006 and 

2008 - 2009 academic years, the null hypothesis is rejected because subsidized Stafford 



Loans were a statistically significant predictor of persistence for African-American 

students. 

Ho2b: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among Hispanic students. 

For all academic years, the null hypothesis is rejected as subsidized Stafford Loans were 

not determined to be a statistically significant predictor of persistence for Hispanic 

students. 

Ho2c: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of year-to-year persistence among low-income students. 

For the 2003 - 2004 academic year, the null hypothesis is accepted as subsidized Stafford 

Loans were not determined to be a statistically significant predictor of year-to-year 

persistence among low-income students. For the 2005 - 2006 and 2008 - 2009 academic 

years, the null hypothesis is rejected because subsidized Stafford Loans were a 

statistically significant predictor of persistence for low-income students. 

Ho2a: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) among African-

American students. The null hypothesis is rejected. Subsidized Stafford Loan funding 

was a statistically significant predictor of attainment among African-American students. 

Ho2e: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) among Hispanic 
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students. The null hypothesis is rejected. Subsidized Stafford Loan funding was a 

statistically significant predictor of attainment among Hispanic students. 

Ho2f: The amount of need-based subsidized Stafford Loans received is not a 

statistically significant predictor of degree attainment (within six years) among low-

income students. The null hypothesis is rejected. Subsidized Stafford Loan funding was 

a statistically significant predictor of attainment among low-income students. 

Research Question 3 

To what extent does the amount ofnon need-based unsubsidized Stafford Loans that 

African-American, Hispanic, and low-income students receive predict their year-to-year 

persistence and degree attainment (within six years)? 

Ho3a: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among African-American 

students. Due to a small sample size, the analysis could not be conducted for the 2003 -

2004 academic year. However, for the 2005 - 2006 and 2008 - 2009 academic years, the 

null hypothesis is accepted because unsubsidized Stafford Loans were not a statistically 

significant predictor of persistence for African-American students. 

Ho3t,: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among Hispanic students. 

Due to small sample sizes, the analysis could not be conducted for the 2003 - 2004 or 

2005 - 2006 academic years. However, for the 2008 - 2009 academic year, the null 
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hypothesis is accepted because unsubsidized Stafford Loans were not a statistically 

significant predictor of persistence for Hispanic students. 

Ho3C: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of year-to-year persistence among low-income 

students. Due to a small sample size, the analysis could not be conducted for the 2003 -

2004 academic year. However, for the 2005 - 2006 and 2008 - 2009 academic years, the 

null hypothesis is accepted because unsubsidized Stafford Loans were not a statistically 

significant predictor of persistence for low-income students. 

Ho3a: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor degree attainment (within six years) among African-

American students. The null hypothesis is accepted. Unsubsidized Stafford Loan 

funding was not a statistically significant predictor of attainment among African-

American students. 

Ho3e: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) among 

Hispanic students. The null hypothesis is rejected. Unsubsidized Stafford Loan funding 

was a statistically significant predictor of attainment among Hispanic students. 

Ho3f: The amount of non need-based unsubsidized Stafford Loans received is not 

a statistically significant predictor of degree attainment (within six years) among low-

income students. The null hypothesis is rejected. Unsubsidized Stafford Loan funding 

was a statistically significant predictor of attainment among low-income students. 
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Research Question 4 

What are the demographic characteristics of students who receive merit-based financial 

aid offered at the state level? 

Approximately 5.7% of the BPS sample received merit-based financial aid 

offered at the state level. 8.8% of White students, 6.8% of African-American students, 

and 4 .1% of Hispanic students received state merit-based financial aid. With regards to 

income, 7.2% of high-income, 8.7% of middle-income students, and 7.0% of low-income 

students received state merit-based financial aid. 

Research Question 5 

Among African-American, Hispanic, and low-income students, to what extent does merit-

based financial aid offered at the state level predict their degree attainment (within six 

years) ? 

Ho5a: Among African-American students, merit-based financial aid offered at the 

state level is not a statistically significant predictor of degree attainment (within six 

years). The null hypothesis is rejected. State merit-based financial aid was a statistically 

significant predictor of attainment among African-American students. 

Ho5b: Among Hispanic students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within six years). 

The null hypothesis is accepted. State merit-based financial aid was not a statistically 

significant predictor of attainment among Hispanic students. 



Ho5c: Among low-income students, merit-based financial aid offered at the state 

level is not a statistically significant predictor of degree attainment (within six years). 

The null hypothesis is accepted. State merit-based financial aid was not a statistically 

significant predictor of attainment among low-income students. 

Research Question 6 

Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid, which type is the best predictor of year-to-

year persistence and degree attainment (within six years) among African-American, 

Hispanic, and low-income students? 

Ho6a: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-year persistence 

among African-American students. For the 2003 - 2004 academic year, the null 

hypothesis is rejected as state merit-based financial aid was determined to be a 

statistically significant predictor of persistence among African-American students. For 

the 2005 - 2006 academic year, the null hypothesis is rejected as subsidized Stafford 

Loans were determined to be a statistically significant predictor of persistence among 

African-American students. For the 2008 - 2009 academic year, the null hypothesis is 

rejected as subsidized Stafford Loans and state merit-based financial aid were determined 

to be statistically significant predictors of persistence among African-American students. 

Ho6b: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-year persistence 



among Hispanic students. For the 2003 - 2004 academic year, the null hypothesis is 

rejected as state merit-based financial aid was determined to be a statistically significant 

predictor of persistence among Hispanic students. For the 2005 - 2006 academic year, 

the null hypothesis is rejected as Pell Grant funding and subsidized Stafford Loans were 

determined to be statistically significant predictors of persistence among Hispanic 

students. For the 2008 - 2009 academic year, the null hypothesis is accepted as no type 

of financial aid was found to be a statistically significant predictor of persistence among 

Hispanic students. 

Ho6C: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of year-to-year persistence 

among low-income students. For the 2003 - 2004 academic year, the null hypothesis is 

accepted as no type of financial aid was found to be a statistically significant predictor of 

persistence among low-income students. For the 2005 - 2006 academic year, the null 

hypothesis is rejected as subsidized Stafford Loans and state merit-based financial aid 

were determined to be statistically significant predictors of persistence among low-

income students. For the 2008 - 2009 academic year, the null hypothesis is rejected as 

Pell Grant funding and subsidized Stafford Loans were determined to be statistically 

significant predictors of persistence among low-income students. 

Ho6d: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree attainment (within 

six years) among African-American students. The null hypothesis is rejected. The Pell 



Grant, subsidized Stafford Loans, and state merit-based financial aid were all statistically 

significant predictors of attainment among African-American students. 

Ho6e: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree attainment (within 

six years) among Hispanic students. The null hypothesis is rejected. The Pell Grant and 

subsidized Stafford Loans were both statistically significant predictors of attainment 

among Hispanic students. 

Ho6f: Federal Pell Grant, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid are not predictive of degree attainment (within 

six years) among low-income students. The null hypothesis is rejected. The Pell Grant, 

subsidized Stafford Loans, and unsubsidized Stafford Loans were all statistically 

significant predictors of attainment among low-income students. 

The preceding section provided a summary of the findings for each of the 

research questions posed in the current research. Chapter 5 will continue with a 

discussion of the major findings, implications of these findings, and suggestions for 

further research 



CHAPTER 5 

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

Summary of the Study 

Although questions remain regarding whether or not post-secondary education 

should be primarily funded by the individual or whether the federal and state 

governments should subsidize these costs, federal and state governments make a 

tremendous investment in the financing of higher education (Paulsen & Smart, 2001). 

Following the passage of the Higher Education Act of 1965, the scope of federally-

administered financial aid programs grew tremendously (Paulsen & Smart, 2001). In 

response to the programs implemented by the federal government, the states began 

adopting their own financial aid programs aimed at improving access for students who 

otherwise would not have been able to afford the costs of attending college (Heller, 

2002). In recent years, there has been a shift from need-based financial aid programs to 

programs that are not based on need at all, and this shift has taken place at both the 

federal and state level. 

The relationship between financial aid, persistence, and attainment is difficult and 

complex, but past research has demonstrated that financial aid is related to persistence, 

but that the impact varies based on factors such as race, socio-economic status, the 

amount of funding, as well as the type of funding available (Chen & DesJardins, 2008; 

Ishitani & DesJardins, 2003; St. John et al., 2005). Since past research has demonstrated 
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students from different racial and income groups are impacted differently by financial 

aid, it is important to know whether or not these group differences continue to impact 

responsiveness to financial aid and well as persistence and attainment. Furthermore, 

more and more states are moving away from need-based financial aid programs and are 

instead adopting broad-based merit programs, for which there is very little data regarding 

how students from different racial and income groups fare as a result of these programs. 

Social Reproduction Theory is offered as a possible explanation for how and why 

financial aid programs originally created to ensure educational opportunity for all 

students, could often fail to reach the most under-served groups, African-American, 

Hispanic, and low-income students (Farrell, 2004; Heller, 2002; Hu & St. John, 2001). 

The purpose of the current research was to explore the relationships between 

federal and state administered financial aid programs among under-represented groups. 

For the purposes of the current research, under-represented groups were defined as 

African-American, Hispanic, and low-income students based on a preponderance of past 

research that has identified these groups as having lower persistence and graduation rates 

as compared to White students (Chen & DesJardins, 2008; DesJardins et al., 2002; 

Johnson, 2006; Wessel, Bell, McPherson, Costello, & Jones, 2007). 

The financial aid programs of interest included the Federal Pell Grant Program, 

the Stafford Loan Program, and state merit-based financial aid programs. Longitudinal 

data were analyzed using an ex post facto research design in which there was no 

manipulation of variables, only the retrospective examination for the identification of 



possible relationships. The Beginning Postsecondary Students Survey (BPS), which is 

administered by the National Center for Education Statistics (NCES), served as the 

source for the longitudinal data. The most recent administration of the BPS tracked 

students who enrolled in post-secondary education for the first time during the 2003 -

2004 academic year and then followed these students for six years through the 2008 -

2009 academic year. The BPS captured information regarding persistence, attainment, 

financial aid, personal and educational outcomes, and entry into the workforce. 

Logistic regression analyses revealed several statistically significant predictive 

relationships between financial aid, persistence, and attainment. Specifically, Federal 

Pell Grant funding was statistically significantly predictive of year-to-year persistence for 

African-American, Hispanic, and low-income students, although these relationships 

varied depending on the academic year in question. Subsidized Stafford Loan funding 

was also statistically significantly predictive of year-to-year persistence for African-

American, Hispanic, and low-income students, but these relationships also varied 

depending on the academic year in question. Lastly, unsubsidized Stafford Loan funding 

was not statistically significantly predictive of year-to-year persistence for African-

American, Hispanic, or low-income students. 

With regards to attainment, Pell Grant funding was statistically significantly 

predictive of degree attainment (within six years) for African-American students, but Pell 

Grant funding was not a statistically significant predictor of degree attainment for 

Hispanic students. Subsidized Stafford Loan funding was statistically significantly 



predictive of attainment for African-American, Hispanic, and low-income students. 

Furthermore, unsubsidized Stafford Loan funding was statistically significantly 

predictive of attainment for Hispanic and low-income students, but was not predictive of 

attainment for African-American students. Lastly, state merit-based aid was statistically 

significantly predictive of attainment for African-American students, but was not 

predictive of attainment for Hispanic or low-income students. 

Although Pell Grant funding, subsidized Stafford Loans, unsubsidized Stafford 

Loans, and state merit-based financial aid were all found to be predictive of persistence 

or attainment at some point, a determination was also made regarding which type of 

financial aid was most predictive of persistence and attainment for each of the groups in 

question. For African-American students, Pell Grant funding was the most predictive of 

persistence during the 2003 - 2004 academic year, subsidized loans were the most 

predictive of persistence during the 2005 - 2006 academic year, and state merit-based 

financial aid was the most predictive of persistence during the 2008 - 2009 academic 

year. With respect to degree attainment, subsidized Stafford Loans were the most 

predictive of attainment (within six years) for African-American students. For Hispanic 

students, state merit-based financial aid was the most predictive of persistence during the 

2003 - 2004 academic year, Pell Grant funding was the most predictive of persistence 

during the 2005 - 2006 academic year, and during the 2008 - 2009 academic year, none 

of the financial aid variables included in the model were predictive of persistence for 

these students. With regards to degree attainment, subsidized Stafford Loans were the 
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most predictive of attainment (within six years) for Hispanic students. For low-income 

students, none of the financial aid variables included in the model were predictive of 

persistence during the 2003 - 2004 academic year, Pell grant funding was the most 

predictive of persistence during the 2005 - 2006 academic year, and subsidized loan 

funding was the most predictive of persistence during the 2008 - 2009 academic year. 

With respect to degree attainment, subsidized Stafford Loans were the most predictive of 

attainment (within six years) for low-income students. 

These findings confirm the existence of a relationship between financial aid, 

persistence, and attainment but, most importantly, these findings highlight the importance 

of devoting special attention to how these programs influence the persistence and 

attainment decisions of under-represented groups, namely African-American, Hispanic 

and low-income students. 

Discussion of Findings 

This section provides discussion of all pertinent findings as related to past 

research examining the relationships between financial aid, persistence, and attainment 

among African-American, Hispanic, and low-income students. 

Federal Financial Aid Programs and Persistence 

African-American Students 

Consistent with past research, the current research confirms the relationship 

between financial aid and persistence among African-American students. Pell Grant 

funding in lower amounts was negatively related to persistence among these students as 



demonstrated in the research conducted by St. John et al.(2005). Students receiving less 

than $6,000 in Pell Grant funding were 34% less likely to persist than those students who 

received no Pell Grant funding. These researchers concluded that this negative 

relationship between grant funding and persistence likely resulted from a lack of 

sufficient grant funding to promote retention. This argument is strengthened by the 

findings in the current research, which indicate that Pell Grant funding becomes 

positively related to persistence among these students when the cumulative amount of 

Pell Grant funding is $16,000 or more. Specifically, these students were about three 

times more likely to persist than students who received no Pell Grant funding. In 

essence there is support offered for research conducted by St. John et al. (2005), as well 

as additional information that demonstrates the negative effect of Pell Grant funding on 

persistence can be reversed if adequate funding is available. 

Subsidized loan funding was consistently positively predictive of persistence 

among African-American students. Past research conducted by Chen and DesJardins 

(2010) determined that subsidized loans were positively related to persistence, and the 

findings in the current research substantiate this claim. Additionally, the current research 

expands on the research conducted by Chen and DesJardins (2010) by providing 

information regarding the odds of African-American students who received subsidized 

loans persisting as compared to those who did not receive subsidized loans. Students 

receiving $10,000 or more in subsidized loan funds during the 2005 - 2006 academic 

year were five times more likely to persist during that year than students who received no 
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subsidized loans. During the 2008 - 2009 academic year, students who received $15,000 

or more in subsidized loans were also five times more likely to persist during that year 

than students who received no subsidized loans. Additionally, the current research 

considered those variables previously identified as predictive of persistence and 

attainment and determined that subsidized loan funding explained 12% more of the 

variance in persistence among African-American students than the previously established 

predictors of persistence and attainment alone. This figure indicates that a substantial 

amount of the variance in year-to-year persistence for African-American students is 

explained by the receipt of subsidized Stafford Loans. 

Unsubsidized loan funding was not predictive of year-to-year persistence among 

African-American students. Because there has been very little research conducted on the 

relationship between unsubsidized loan funding and persistence, there were no 

expectations regarding the relationship between unsubsidized loan funding and 

persistence for these students. However, due to small sample sizes for most of the 

analyses including unsubsidized loans, it is possible there may have been a relationship 

that was statistically undetectable due to small numbers of African-American students 

who received unsubsidized loans. 

Hispanic Students 

The current study uncovered no statistically significant relationships between Pell 

Grant funding and persistence for Hispanic students. This finding is contrary to past 

research conducted by Hu and St. John (2001) in which all types of financial aid was 



determined to improve persistence among these students, with the exception of student 

loans. This finding also presented a contradiction to the research conducted by Chen and 

DesJardins (2010) in which Hispanic students were found to drop out at lower rates when 

they received Pell Grant funding. It is possible that the Pell Grant funding, in any 

amount, was inadequate as compared to the costs associated with attending college, 

therefore the receipt of these funds did not improve the persistence among these students. 

The current study also failed to uncover any statistically significant relationships 

between subsidized or unsubsidized loan funding and persistence for Hispanic students. 

Due to small sample sizes, many of the analyses including the unsubsidized loans could 

not be conducted for Hispanic students. Those analyses that were conducted for the 

subsidized loans yielded no statistically significant results, so it is possible that this 

failure to find any statistically significant relationships stemmed from the small number 

of Hispanic students who received Stafford Loans. 

Low-income Students 

Among low-income students receiving subsidized loans, year-to-year persistence 

depended greatly on the amount of subsidized loan funding received. Students who 

received less than $5,000 in subsidized loan funding were 33% less likely to persist than 

students who received no subsidized Stafford Loans. On the contrary, low-income 

students who received higher amounts of subsidized loans were significantly more likely 

to persist than those who received the lower amounts. For example, low-income students 

who received more than $10,000 in subsidized loan funds during the 2005 - 2006 



academic year were eight times more likely to remain enrolled during the 2005 - 2006 

academic year than those students who received no subsidized loans. These findings are 

consistent with research conducted by Dowd (2004) and Chen and DesJardins (2008) in 

which federal loans were found to be positively associated with persistence among low-

income students. However, the findings in the current research also offer information 

regarding the magnitude of the effect subsidized loan funding has on persistence among 

low-income students. Specifically, the model including subsidized loans explained 9% 

more variance than the model of previously identified predictors of persistence and 

attainment alone. In essence, the results of the current research indicate that subsidized 

loan funding has a moderately predictive effect on persistence among low-income 

students. 

Contrary to the findings of Dowd (2004) and Chen and DesJardins (2008), there 

were no statistically significant findings for unsubsidized loans among low-income 

students. It is likely the small sample sizes may have contributed to the failure to find 

any statistically significant findings, since small samples sizes were a problem for the 

other groups of interest. 

Federal Financial Aid Programs and Attainment 

African-American Students 

Pell Grant funding was statistically significantly related to degree attainment 

among African-American students. African-American students receiving $16,000 or 

more in Pell Grant funding were three times more likely to graduate within six years than 
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African-American students who did not receive Pell Grant funding. This model 

including Pell Grant funding as compared to the previously established predictors of 

persistence and attainment, accounted for 3% more of the variance associated with 

attainment among African-American students than the previously established predictors 

alone. This finding is consistent with the research of Alon (2005) in which grants, when 

considered independent of any other financial aid awarded, were positively associated 

with rate of graduation. Although Alon's (2005) research was not conducted with any 

specific racial or income groups, it does provide some expectation regarding the direction 

of the relationship between grant funding and degree attainment. 

Subsidized loan funding was also significantly related to degree attainment among 

African-American students. Students who received between $5,000 - $14,999 in 

subsidized loan funds were 2.5 times more likely to graduate within six years as 

compared to students who received no subsidized loan funding. Students receiving 

$15,000 or more in subsidized loan funds were 10 times more likely to graduate within 

six years than students who received no subsidized loans. Past research conducted by 

Chen and DesJardins (2010) noted a positive relationship between the receipt of 

subsidized loans and persistence among African-American students, but this research did 

not include an examination of graduation rate. However, DesJardins et al.(2002) 

determined that students who stopped-out were less likely to graduate so one can assume 

that financial aid funding associated with increased persistence, could also improve the 

likelihood of timely graduation among these students. 



As examined in the overall model, unsubsidized loan funding was not statistically 

significantly related to attainment among African-American students. However, upon 

examination of the various amounts of unsubsidized loans received, additional 

information is provided. There was no statistically significant predictive relationship for 

students receiving unsubsidized loan funds in the amount of $9,999 or less or $20,000 or 

more; however students receiving between $10,000 - $19,999 were approximately 2.5 

times more likely to graduate within six years than students who received no 

unsubsidized loans. Since the overall model of prediction was not statistically 

significant, these findings accounted for essentially none of the variance associated with 

attainment among African-American students. However, due to the small sample of 

African-American students receiving unsubsidized loans, it is possible that inadequate 

representation among the higher unsubsidized loan amounts resulted in a failure to find 

any statistically significant results. 

Hispanic Students 

Pell Grant funding was a statistically significant predictor of attainment among 

Hispanic students, with students receiving $16,000 or more in Pell Grant funding being 

approximately four times more likely to graduate within six years than students receiving 

no Pell Grant funding. Similar to the findings for African-American students, this model 

also explained 3% more of the variance associated with attainment among African-

American students than the model of previously established predictors of persistence and 

attainment alone. These findings are consistent with the findings of Hu and St. John 



(2001) in which all types of financial aid were positively related to persistence among 

Hispanic students, but unfortunately there was no research that specifically examined the 

relationship between Pell Grant funding and attainment among Hispanic students. 

Subsidized loans were also statistically significantly predictive of degree 

attainment among Hispanic students. Students receiving $15,000 or more in subsidized 

loan funds were 4.5 times more likely to complete their degrees within six years than 

students who received no subsidized loan funds. Students who received between $5,000 

- $14,999 in subsidized loans funds were 1.5 times more likely. This model including 

subsidized loan funding accounted for 3% more of the variance associated with 

attainment among Hispanic students that the model of previously established predictors 

persistence and attainment alone. Because there is no past research that specifically 

examined the relationship between the receipt of subsidized loans and attainment among 

Hispanic students, there were no a priori expectations regarding this relationship. 

Many of the statistical analyses including unsubsidized loans could not be 

conducted due to small numbers of Hispanic students receiving unsubsidized loans. 

However, there was adequate representation to detect a statistically significant predictive 

relationship between the receipt of unsubsidized loans and attainment among Hispanic 

students. Students receiving $16,000 or more in unsubsidized loan funding were 5.5 

times more likely to graduate within six years than students who received no 

unsubsidized loan funds. This model including unsubsidized loan funding accounted for 

1% more of the variance associated with attainment than the model of previously 



established predictors of persistence and attainment alone. Even though 1% only 

accounts for a very small portion of the variance associated with attainment for Hispanic 

students, the positive relationship between the receipt of unsubsidized loan funding and 

likelihood of graduation provides some indication of the receipt of these loans assists 

Hispanic students with the timely completion of their degrees. 

Low-income Students 

Subsidized loan funding was a statistically significant predictor of attainment 

among low-income students. Low-income students who received $15,000 or more in 

subsidized loans were approximately seven times more likely to graduate in six years 

than low-income students who received no subsidized loans. Low-income students 

receiving between $5,000 and $14,999 were 1.5 times more likely to graduate within six 

years, but students receiving $4,999 or less were 45% less likely to graduate within six 

years than low-income students who received no subsidized loans. The model including 

subsidized loan funding explained about 9% more of the variance associated with 

attainment among low-income students than the model of previously established 

predictors of persistence and attainment alone. This finding is inconsistent with the 

research conducted by Dowd (2004) in which financial aid was not determined to be a 

significant predictor of attainment for students in general. However, there has been no 

research conducted to date that specifically examines the receipt of subsidized loans as 

related to attainment among low-income students. It is important to underscore the 

amount of variance in attainment among low-income students explained by subsidized 



loan funding. A relatively large percentage of the variance (9%) was explained by the 

receipt of subsidized loan funding, so it is reasonable to conclude there is a very strong 

predictive relationship between subsidized loan funding and attainment among low-

income students. 

The receipt of unsubsidized loans was a statistically significant predictor of 

attainment among low-income students with students who received $20,000 or more in 

unsubsidized loan funding approximately three times more likely to persist than students 

who received no unsubsidized loan funding. On the other hand, low-income students 

who received less than $10,000 in unsubsidized loan funding were 63% less likely to 

graduate within six years than low-income students who received no unsubsidized loans. 

Because there is no past research that specifically addresses the relationship between the 

receipt of unsubsidized loans and attainment among low-income students, there were no a 

priori expectations regarding these findings. 

Demographic characteristics of State Merit-aid Recipients 

Examination of the demographic characteristics of the students awarded merit-

based financial aid offered at the state level revealed similarities outlined in previous 

research. Although only approximately 5.7% of the sample received state merit-based 

financial aid, these funds were disproportionately awarded to 8.8% of White students as 

compared to 6.8% of African-American students and 4.1% of Hispanic students. 

Additionally, these funds were awarded to 7.2% of high-income students, 8.7% of 

middle-income students, and 7.0% of low-income students. Past research conducted by 



Binder et al. (2002), Dynarski (2002), Farrell, (2004), and Heller (2008) has 

demonstrated that these merit-based funds are most often awarded to majority, high-

income students, and the findings from the current research substantiate this claim. 

State Merit-based Financial Aid Programs and Attainment 

Since there has not been any research conducted to date that specifically explored 

the relationship between the receipt of state merit-based financial aid and attainment 

among African-American, Hispanic, and low-income students, there were no a priori 

expectations regarding these predictive relationships. However, based on the small 

proportion of African-American, Hispanic, and low-income students who are awarded 

these funds, one could conclude that most of the relationships would fail to meet the 

criteria for statistical significance. 

However, for African-American students, state merit-based financial aid was a 

statistically significant predictor of degree attainment within six years. African-

American students receiving between $111 - $10,000 in state merit-based financial aid 

were 87% more likely to complete their Bachelor's degrees in six years as compared to 

African-American students who received no state merit-based financial aid. However, 

the model including state merit-based financial aid as compared to the previously 

established predictors of persistence and attainment explained no additional variance in 

degree attainment than the model of previously established predictors alone. In essence, 

these findings indicate that although state-merit aid is predictive of degree attainment 



among African-American students, the effect is so small that it is statistically equal to 

zero. 

Among Hispanic and low-income students, state merit-based financial aid was not 

a statistically significant predictor of attainment within six years. As indicated earlier, 

this is likely due to the small representation of Hispanic and low-income students 

receiving these funds. 

Best Predictor of Persistence and Attainment 

There has not been any research conducted to date that specifically examined 

federal and state financial aid programs in effort to determine which type of financial aid 

was most predictive of year-to-year persistence and degree attainment among under-

represented groups. The current research examined both of these relationships in an 

effort to determine which type of financial aid is most predictive of year-to-year 

persistence and degree attainment (within six years) among African-American, Hispanic, 

and low-income students when Pell Grant funding, subsidized loans, unsubsidized loans, 

and state merit-based financial aid are all entered into the model simultaneously. 

For African-American students, state merit-based financial aid was the most 

predictive of persistence during the 2003 - 2004 academic year, subsidized loan funding 

was the most predictive of persistence during the 2005 - 2006 academic year, and state 

merit-based financial aid was the most predictive of persistence during the 2008 - 2009 

academic year. For Hispanic students, state merit-based financial aid was the most 

predictive of persistence during the 2003 - 2004 academic year, Pell Grant funding was 
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the most predictive of persistence during the 2005 - 2006 academic year, but none of the 

financial aid variables were statistically significant for the 2008 - 2009 academic year. 

For low-income students, none of the financial aid variables were statistically significant 

for the 2003 - 2004 academic year, Pell grant funding was the most predictive of 

persistence during the 2005 - 2006 academic year, and subsidized loan funding was the 

most significant predictor of year-to-year persistence during the 2008 - 2009 academic 

year. 

Among African-American, Hispanic, and low-income students, subsidized loan 

funding was the most significant predictor of degree attainment within six years. 

Because so few of these students received state merit-based financial aid, it was not likely 

that state merit-based financial aid would have been the most significant predictor among 

these students. Additionally, although many of these students received unsubsidized loan 

funding, these groups were also a lot smaller than those receiving other forms of financial 

aid. There may have been the expectation that Pell Grant funding would have been the 

most predictive of attainment among low-income students since grant funds do not have 

to be repaid and past research has indicated that low-income students are often averse to 

taking out student loans to finance their education (St. John, 1990a). However, this was 

not indeed the case and subsidized loans were most predictive of timely degree 

attainment for all groups. 



Conclusions 

Federal Financial A id Programs 

Overall, each type of federally administered financial aid (Pell Grant, subsidized 

loans, and unsubsidized loans) was predictive of persistence or attainment for African-

American, Hispanic, and low-income students during some period of observation 

included in the current research. However, it is important to highlight those types of 

financial aid that were most predictive for the majority of students included in the study. 

Pell Grant funding and subsidized Stafford Loan funding were most often predictive of 

persistence and attainment among these groups with subsidized loans being predictive of 

both year-to-year persistence and degree attainment for African-American and low-

income students, but only predictive of degree attainment for Hispanic students. 

However, unsubsidized loans were not predictive of year-to-year persistence for any of 

the groups of interest and were only predictive of degree attainment among low-income 

students. Pell Grant funding and subsidized loans are both financial aid programs based 

on need, with Pell Grant funding only awarded to low-income students and subsidized 

loans primarily awarded to low- and middle- income students; unsubsidized loans are 

awarded regardless of a student's demonstrated need. 

Both the Pell Grant and Stafford Loan programs are administered and overseen by 

the Federal Government and represent a tremendous investment in the financing of higher 

education. If the overall mission of these programs is to provide assistance to students 

who would have otherwise been unable to afford the costs of pursuing post-secondary 
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education, then funding allocations should be focused on those programs most predictive 

of persistence and attainment for those students who are indeed less likely to enroll and 

persist through graduation, which are African-American, Hispanic, and low-income 

students. The findings from the current research therefore suggest, that funding should 

be diverted from non need-based programs like the unsubsidized Stafford Loan program, 

and invested in need-based programs like the Pell Grant and the subsidized Stafford Loan 

programs. In this way, the funding provided by programs that have been determined to 

improve persistence and attainment among under-represented groups can subsidize even 

more of the costs of pursuing higher education for those students who need assistance the 

most. 

State Merit-based Financial Aid Programs 

The demographic characteristics of the students receiving merit-based financial 

aid offered at the state level confirm the results of previous research indicating the funds 

are disproportionately awarded to high-income majority students. Although the current 

research suggests state merit-based financial aid is predictive of attainment for African-

American students, there was no statistically significant relationship between state merit-

based aid and attainment among Hispanic and low-income students. This lack of a 

statistically significant relationship may result from the small representation of Hispanic 

and low-income students who received state merit-based financial aid. However, even if 

a determination is made that these funds are indeed predictive of attainment among 

Hispanic and low-income students, a shift toward more merit-based financial could still 



be problematic. As the current trends continue and awarding criteria for merit-based 

financial aid becomes even more stringent, those students most in need of financial 

assistance will continue to be the ones least likely to meet the eligibility criteria for 

participation in these programs. Consequently, White, high-income students who would 

have attended college absent any financial assistance, would continue to receive the 

financial aid that was originally intended for students for whom financing a college 

education was a financial impossibility. 

Financial Aid Programs and Social Reproduction Theory 

Social reproduction theory is concerned with the manner through which the 

current social structures within a society are perpetuated over time and has been offered 

as a potential explanation for how and why financial aid programs that are seemingly 

created to serve marginalized students may only benefit students from higher social 

classes. 

The findings in the current research suggest that need based funding like Pell 

Grant and subsidized Stafford loans are more often associated with improved year-to-

year persistence and timely degree attainment among African-American, Hispanic, and 

low-income students. The current research also confirms previous findings in which the 

demographic characteristics of students receiving state merit-based financial identify 

these recipients as most often White, high-income students. As legislative changes 

reduce the funding allocated for need-based financial aid programs at the federal level 

and more states adopt broad-based merit-aid programs, these trends will likely prove 



disadvantageous to under-served groups like African-American, Hispanic, and low-

income students. Social Reproduction Theory could therefore be used to explain how 

and why changes in awarding and eligibility criteria for financial aid programs, could 

result in failure to offer opportunity to those in need but success in rewarding those who 

already have the most. Consequently, Social Reproduction Theorists would argue that 

targeted financial aid programs whose focus shifts from the under-served minority and 

moves in the direction of affluent majority would represent an inherent effort to preserve 

the social structure of society and ensure that various social classes remain unaltered and 

intact. Lamentably, the results of the current research and recent changes in financial aid 

offered at the federal and state level indicate the financial aid that actually promotes 

persistence and attainment among under-served groups is slowly being abated. 

Implications 

Federal and state governments invest billions of dollars each year in the financing 

of post-secondary education. However, there has been little research conducted that 

provides information regarding which federal and state financial aid programs result in 

improved persistence and timely degree attainment. The results of the current research 

could therefore offer information that could inform policy practice and assist legislators 

in funding and promoting those programs most likely to aid in ensuring the success of 

students, especially those who have been historically under-represented among college 

completers. 



Additionally, the current research could also prove helpful for state administrators 

as more and more states adopt broad merit-based financial aid programs. The results of 

the current research indicate these funds were awarded to a larger percentage of White, 

high-income and middle-income students as compared to minority and low-income 

students. While merit-based financial aid programs are worthwhile and students should 

be rewarded for their academic achievements, this should not happen at the expense of 

low-income and minority students. It is possible that a smaller percentage of minority 

and low-income students receive these funds because it may be difficult for students who 

have not had the same educational opportunities or academic resources to be 

academically competitive among those who have had access to better schools, better 

teachers, and more academic rigor. However, it is not suggested that merit-based 

financial aid programs be eliminated, but that there be some consideration for those 

students are who in desperate need of financial assistance to attend college, but may fail 

to meet the stringent academic requirements for the merit-based financial aid programs. 

The current research could also inform policy practice at the university level as 

well. University administrators should also be privy of research regarding persistence 

and attainment among under-represented groups, especially when efforts are being made 

to diversify the student population and improve the persistence and attainment among 

those enrolled. If university administrators are aware that certain forms of financial aid 

are more predictive of persistence and timely degree attainment than others, effort can be 

made to award financial aid to students in a manner that improves the likelihood of 



success among these students. Instead of allocating the vast majority of institutional 

funding for merit-based scholarships and grants, more funding can be allocated toward 

targeted need-based financial aid programs specifically for low-income and minority 

students. In this way, scholarship funds can be offered to the most academically 

competitive without sacrificing financial assistance for those who are most in need. 

Recommendations for Future Research 

Question still remain regarding the relationship between financial aid, persistence, 

and attainment among under-represented groups. As a result, included below are 

suggestions for future research. 

1. Research could be conducted which includes other racial and ethnic minorities in 

an effort to determine how financial aid is related to persistence and degree 

attainment among these groups. 

2. Research could be conducted which includes other forms of federally 

administered financial aid since there are many other federal financial aid 

programs, both need-based and non need-based that may also impact persistence 

and attainment. 

3. Research could be conducted that included a better measure of state merit-based 

financial aid. The BPS only captured information regarding state merit-based 

financial aid during the 2003 - 2004, so a study that included the amount of state 

merit-based funding received each year, would yield significantly more 

information. 



Summary 

Federal and state governments make a tremendous investment in the financing of 

higher education, although it is uncertain to what extent these financial aid programs 

promote persistence and timely degree attainment. Past research has demonstrated a 

relationship between financial aid, persistence, and degree attainment for students in 

general; however the research is scant regarding financial aid, persistence, and degree 

attainment among under-served students, namely African-American, Hispanic, and low-

income students. Consequently, the current research examined the relationship between 

financial aid, persistence, and attainment among African-American, Hispanic, and low-

income students and Social Reproduction Theory was offered as a potential explanation 

for how and why financial aid programs seemingly created for disadvantaged students 

could fail to reach these groups. 

Longitudinal data contained in the Beginning Postsecondary Students Survey 

(BPS) provided by the National Center for Education Statistics were analyzed using 

descriptive statistics and logistic regression analyses. The federal financial aid programs 

of interest were the Pell Grant Program, the subsidized Stafford Loan Program, the 

unsubsidized Stafford Loan Program, and state merit-based financial aid programs. The 

logistic regression analyses revealed several statistically significant predictive 

relationships between financial aid, persistence, and attainment, which varied depending 

on the type of financial received and the race and income level of the student. These 

findings offer substantiation for relationships previously identified in past research 
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regarding financial aid, persistence, and attainment, but also underscore the importance of 

acknowledging persistence and attainment decisions vary for African-American, 

Hispanic, and low-income students. Need-based financial aid was most often predictive 

of persistence and attainment among African-American, Hispanic, and low-income 

students which indicates that a shift from more need-based financial aid programs to 

those that are not need-based could prove detrimental to under-served students. 

Additionally, although state merit-based financial aid was related to degree attainment 

among these students, African-American, Hispanic and low-income students represented 

a small majority of students who received these funds. As the awarding criteria for these 

funds become more stringent, it likely that even fewer of these students will be eligible to 

receive these funds. 

Legislators are charged with considering this information when making changes 

to federal and state financial aid programs to ensure adequate funding is available for 

under-served students to pursue post-secondary education. University administrators are 

charged with using this information to make changes to the financial aid packaging 

process to offer institutional financial aid to not only the most academically competitive 

students but also to those students most in need of financial assistance. 

While the current research is worthwhile and illuminates some of the issues 

related to financial aid, persistence, and degree attainment for African-American, 

Hispanic, and low-income students, additional research including other minority groups, 
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additional federal financial aid programs, and more complete data for state merit-based 

financial aid programs could indeed prove helpful. 
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Questions Determining Dependency Status on the FAFSA 

1. As of today, are you married? (Also answer "Yes" if you are separated but not divorced.) 
2. At the beginning of the 2010-2011 school year, will you be working on a master's or 

doctoral program (such as an MA, MBA, MD, JD, PhD, EdD, graduate certificate, etc.)? 
3. Are you currently serving on active duty in the U.S. Armed Forces for purposes other 

than training? 
4. Are you a veteran of the U.S. Armed Forces? 
5. Do you have children who will receive more than half of their support from you between 

July 1, 2010 and June 30, 2011? 
6. Do you have dependents (other than your children or spouse) who live with you and who 

receive more than half of their support from you, now and though June 30, 2011? 
7. At any time since you turned age 13, were both of your parents deceased, were you in 

foster care, or were you a dependent or ward of the court? 
8. Are you or were you an emancipated minor as determined by a court in your state of 

legal residence? 
9. Are you or were you in a legal guardianship as determined by a court in your state of 

legal residence? 
10. At any time on or after July 1, 2009 did your high school or school district homeless 

liaison determine that you were an unaccompanied youth who was homeless? 
11. At any time on or after July 1, 2009, did the director of an emergency shelter or 

transitional housing program funded by the U.S. Department of Housing and Urban 
Development determine that you were an unaccompanied youth who was homeless? 

12. At any time on or after July 1, 2009, did the director of a runaway or homeless youth 
basic center or transitional living program determine that you were an unaccompanied 
youth who was homeless or were self-supporting and at risk of being homeless? 

13. At any time on or after July 1, 2009, did the director of a runaway or homeless youth 
basic center or transitional living program determine that you were an unaccompanied 
youth who was homeless or were self-supporting and at risk of being homeless? 

Questions on the 2010-2011 Free Application for Federal Student Aid (FAFSA) that are 
used to determine whether or not a student is required to provide his or her parent's 
income information in determining financial aid eligibility. Adapted from the "Free 
Application for Student Federal Aid Application", by the U.S. Department of Education 
and Federal Student Aid, 2010, Washington, D. C. 
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2010-2011 Federal Financial Aid Programs 

Program Name 
Academic Competitiveness 
Grant 

Federal Pell Grant 

Program Type 
Need-based & 
merit-based grant 

Need-based grant 

Eligibility 
Undergraduate 

Undergraduate 

Amount 
$750 1st year 
$1,300 2nd year 

$5,550/year 

Federal Perkins Loans Need-based loan Undergraduate & Undergraduate: $5,500/year, 
graduate $27,500 lifetime limit 

Graduate: $8,000/year, 
$60,000 lifetime limit 
including undergraduate 

Federal Supplemental 
Educational Opportunity 
Grant (FSEOG) 
Federal Work-Study 
Program (FWS) 
Iraq and Afghanistan Service 
Grants 
National Science and 
Mathematics Access to 
Retain Talent Grant 
(SMART) 
PLUS Loans 

Subsidized Stafford Loans 

Teacher Education 
Assistance for College and 
Higher Education Grant 
(TEACH) 

Need-based grant 

Need-based work-
study 
Non-need based 
grant 
Need-based & 
merit-based grant 

Loan 

Loan 

Service cancellable 
loan 

Undergraduate 

Undergraduate & 
graduate 
Undergraduate 

Undergraduate 

Undergraduate & 
graduate 
Undergraduate & 
graduate 

Undergraduate & 
graduate 

$l,000-$4,000/year 

As determined by financial 
aid officer 
$5,550/year 

$4,000 3rd year 
$4,000 4th year 

Cost of attendance minus 
other aid awarded 
Undergraduate: yearly 
amount varies by grade 
level, $23,000 lifetime limit 
Graduate: $8,500/year 
$4,000/year 

Unsubsidized Stafford Loans Loan Undergraduate & Dependent undergraduate: 
graduate yearly amount varies, 

$31,000 lifetime limit 
Independent undergraduate; 
yearly amount varies by 
grade level, $57,500 lifetime 
limit 
Graduate: $12,000/year 

Source: U. S. Department of Education et al., 2010. 
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Research Question 1, Sources of Data, and Type of Analysis 

Research Question 
1. To what extent does the amount of Federal Pell Grant funding that African-

American and Hispanic students receive predict their year-to-year persistence and 
degree attainment (within six years)? 

Type of Analysis Logistic Regression 

Source 
BPS Label 
RACE 
PROUT1 

PROUT3 

PROUT6 

PELL04 
PELLCU06 
PELLCU09 
FSECTOR 
ACAINX04 
ACAINX06 
SOCTNX04 
SOCINX06 
GPA06 
DELAYENR 

of Data 
BPS Item Description 
Indicates the respondent's race/ethnicity 
Cumulative persistence and attainment anywhere 2003-
2004 
Cumulative persistence and attainment anywhere 2005-
2006 
Cumulative persistence and attainment anywhere 2008-
2009 
Pell grant amount during 2003 - 2004 
Cumulative Pell Grant amount through 2006 
Cumulative Pell Grant amount through 2009 
First institution sector 
Academic integration index 2004 
Academic integration index 2006 
Social integration index 2004 
Social integration index 2006 
Grade point average in 2006 
Delayed enrollment into PSE: Number of years 2003 - 04 

PAREDUC Parents' highest level of education 
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Research Question 2, Sources of Data, and Type of Analysis 

Research Question 
2. To what extent does the amount of need-based subsidized Stafford Loans that African-

American, Hispanic, and low-income students receive predict their year-to-year 
persistence and degree attainment (within six years)? 

Type of Analysis Logistic Regression 

Source of Data 
BPS Label 
RACE 
INCGRP2 
STSUB04 
STSCUM06 
STSCUM09 
PROUT1 

PROUT3 

PROUT6 

FSECTOR 
ACAINX04 
ACAINX06 
SOCINX04 
SOCINX06 
GPA06 
DELAYENR 

BPS Item Description 
Indicates the respondent's race/ethnicity 
Income group during 2003 - 2004 
Stafford subsidized loan 2003 - 04 
Cumulative Stafford subsidized through 2006 
Cumulative Stafford subsidized through 2009 
Cumulative persistence and attainment anywhere 2003-
2004 
Cumulative persistence and attainment anywhere 2005-
2006 
Cumulative persistence and attainment anywhere 2008-
2009 
First institution sector 
Academic integration index 2004 
Academic integration index 2006 
Social integration index 2004 
Social integration index 2006 
Grade point average in 2006 
Delayed enrollment into PSE: Number of years 2003 - 04 

PAREDUC Parents' highest level of education 
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Research Question 3, Sources of Data, and Type of Analysis 

Research Question 
3. To what extent does the amount of non need-based unsubsidized Stafford Loans 

that African-American, Hispanic, and low-income students receive predict their 
year-to-year persistence and degree attainment (within six years)? 

Type of Analysis Logistic Regression 

Source of Data 
BPS Label 
RACE 
INCGRP2 
STUNS04 
STUCUM06 
STUCUM09 
PROUT1 

PROUT3 

PROUT6 

FSECTOR 
ACAINX04 
ACAINX06 
SOCINX04 
SOCINX06 
GPA06 
DELAYENR 

BPS Item Description 
Indicates the respondent's race/ethnicity 
Income group during 2003 - 2004 
Stafford unsubsidized loan 2003 - 04 
Cumulative Stafford unsubsidized through 2006 
Cumulative Stafford unsubsidized through 2009 
Cumulative persistence and attainment anywhere 2003-
2004 
Cumulative persistence and attainment anywhere 2005-
2006 
Cumulative persistence and attainment anywhere 2008-
2009 
First institution sector 
Academic integration index 2004 
Academic integration index 2006 
Social integration index 2004 
Social integration index 2006 
Grade point average 2006 
Delayed enrollment into PSE: Number of years 2003 - 04 

PAREDUC Parents' highest level of education 
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Research Question 4, Sources of Data, and Type of Analysis 

Research Question 
4. What are the demographic characteristics of students who receive merit-

based financial aid offered at the state level? 

Type of Analysis Descriptive Statistics 

Source of Data 
BPS Label BPS Item Description 
FSECTOR First institution sector 
RACE Indicates the respondent's race/ethnicity 
INCGRP2 Income group during 2003 - 2004 
STMERIT State merit only grants 2003 - 2004 
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Research Question 5, Sources of Data, and Type of Analysis 

Research Question 
5. Among African-American, Hispanic, and low-income students, to what extent 

does merit-based financial aid offered at the state level predict their degree 
attainment (within six years)? 

Type of Analysis Independent Samples t-Test 

Source of Data 
BPS Label 
RACE 
INCGRP2 
STMERIT 
PROUT6 

FSECTOR 
ACAINX04 
ACAINX06 
SOCINX04 
SOCINX06 
GPA06 
DELAYENR 

BPS Item Description 
Indicates the respondent's race/ethnicity 
Income group during 2003 - 2004 
State merit only grants 2003 - 2004 
Cumulative persistence and attainment anywhere 2008-
2009 
First institution sector 
Academic integration index 2004 
Academic integration index 2006 
Social integration index 2004 
Social integration index 2006 
Grade point average 2006 
Delayed enrollment into PSE: Number of years 2003 - 04 

PAREDUC Parents' highest level of education 



Research Question 6, Sources of Data, and Type of Analysis 

Research Question 
6. Considering the Federal Pell Grant, subsidized Stafford Loans, unsubsidized 

Stafford Loans, and state merit-based financial aid, which type is the best 
predictor of year-to-year persistence and degree attainment (within six years) 
among African-American, Hispanic, and low-income students? 

Type of Analysis Logistic Regression 

Source of Data 
BPS Label 
RACE 
INCGRP2 
STMERIT 
PELL04 
PELLCU06 
PELLCU09 
STSUB04 
STSCUM06 
STSCUM09 
STUNS04 
STUCUM06 
STUCUM09 
PROUT1 

PROUT3 

PROUT6 

FSECTOR 
ACAINX04 
ACAINX06 
SOCINX06 
GPA06 
HCGPAREP 
DELAYENR 

BPS Item Description 
Indicates the respondent's race/ethnicity 
Income group during 2003 - 2004 
State merit only grants 2003 - 2004 
Pell grant amount during 2003 - 2004 
Cumulative Pell Grant amount through 2006 
Cumulative Pell Grant amount through 2009 
Stafford subsidized loan 2003 - 04 
Cumulative Stafford subsidized through 2006 
Cumulative Stafford subsidized through 2009 
Stafford unsubsidized loan 2003 - 04 
Cumulative Stafford unsubsidized through 2006 
Cumulative Stafford unsubsidized through 2009 
Cumulative persistence and attainment anywhere 2003-
2004 
Cumulative persistence and attainment anywhere 2005-
2006 
Cumulative persistence and attainment anywhere 2008-
2009 
First institution sector 
Academic integration index 2004 
Academic integration index 2006 
Social integration index 2006 
Grade point average 2006 
High school grade point average 
Delayed enrollment into PSE: Number of years 2003 - 04 

PAREDUC Parents' highest level of education 
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APPENDIX D 

INSTITUTIONAL REVIEW BOARD APPROVAL LETTER 



I ^ k / 1 1 — J X V . -̂1—/JCx. 
_ A _ T - A . *. ;-< I v i- i t :-. L i v 

jC*.- S t .-^..,-~.t- 7... .*r, s % s w . . * , . , . c-_*.„~,^ . 

1T-Mar-S11 

Ms Shannon fsfcGhee 
Mereer University 
Tit Col lege of Edycation - Altaeita 
3501 tfencerUnwetsily Drwe 
Atlanta, 6A 30341 

RE: Financial Aid, Persistence, and the Plight of the Underserved in Higher Education: Exploring the Relationships between 
Financial 

Aid and Persistence among tow-income. Aftican-Amefiean, and Hispanic Student- p i 103062 

tear Ms McGhee: 

Year application eiitXIed: "Finaociat Aid, Pensislence, arsd the Pigbtof Itie Ujiderserved in Higher Education: Exploring the Relationships 
between Financial 

Aid and Persistence arnopg Low-income, African-American., and Hispanic Students," flH 1133082 was reviewed by this Institutional Review 
Boaid for Human Subjects Researsh ,m acaordapce wilft Federal BegualBons 21 CFR 58.1 ID(bj Mid 45CFR 46,11Bfto) (for expedited review) 
and was approved under Category 5,7 per {BFRKBiH, 

Your application was approved for one year of study en 17-Mar-20t 1. The protocol expires 17-Mar-2B12. ff the siidy continues beyond! one 
year, H must be re-eralLatedi by Hie IRB Committee. 

New Application 

Please complete the su-ivey for i ie IRB arsd Sie Office of Research Compliance I D access the siavey, dick art the tallowing lint: 

It has been a pleasure to wort wits yaw and much suecess with your prcjecH! 

If you need any further assistance, please feel free ta coniad our office. 

Mercer Uriveretty JRB & Office af Research Csmpfance 

Phanef47B^SDt-4101 
FaK (473) 301-2326 
QRC Jteroerif Mewer Edu 

RespecBully, 

AvaChambRss-FSonardson, BA. CIP, CIM 

MerribeT 
InstulKsral Review Board 



247 

REFERENCES 

Alon, S. (2005). Model mis-specification in assessing the impact of financial aid on 
academic outcomes. Research in Higher Education, 46(1), 109-125. 

Altbach, P. G., Berdahl, R. O., & Gumport, P. J. (2005). American higher education in 
the twenty-first century. Maryland: Johns Hopkins University Press. 

Bean, J. P. (1982). Student attrition, intentions and confidence: Interaction effects in a 
path model. Research in Higher Education, 14, 425-429. 

Beekhoven, S., De Jong, U., & Van Hout, H. (2002). Explaining academic progress via 
combining concepts of integration theory and rational choice theory. Research in 
Higher Education, 43(5), 577-600. 

Binder, M., Ganderton, P. T., & Hutchens, K. (2000). Who benefits from a lottery-funded 
college subsidy? Evidence from the New Mexico Success Scholarship. 
Unpublished manuscript, Department of Economics, University of New Mexico, 
Albuquerque, New Mexico. 

Bowles, S., & Gintis, H. (1976). Schooling in capitalist America: Educational reform and 
contradictions of economic life. New York: Basic Books. 

Bourdieu, P. (1973). Cultural and social reproduction. In R. Brown (Ed.), Knowledge, 
Educational and Cultural Change (pp. 71-112). Great Britain: Harper & Row 
Publishers. 

Brown, R. (2007). Merit aid: The practice of giving money to those who do not need it. 
New Directions for Student Services, 118, 39-47. 

Cabrera, A. F., Nora, A., & Castaneda, M. B. (1992). The role of finances in the 
persistence process: A Structural Model. Research in Higher Education, 33(5), 
571-592. 

Chen, R., & DesJardins, S. L. (2008). Exploring the effects of financial aid on the gap in 
student dropout risks by income level. Research in Higher Education, 49, 1-18. 

Chen, R., & DesJardins, S. L. (2010). Investigating the impact of financial aid on student 
dropout risks: Racial and ethnic differences. The Journal of Higher Education, 
81(2), 179-208. 



248 

Cornwell, C. M. & Mustard, D. B. (2006). Assessing public higher education in Georgia 
at the start of the 21st century. In R. Ehrenberg, What's Happening to Public 
Higher Education? Westport CT: Praeger/American Council Series on Higher 
Education. 

Cornwell, C. M., & Mustard, D. B. (2002). Race and the effects of Georgia's HOPE 
scholarship. In D. Heller & P. Marin, Who Should We Help? The Negative 
Consequences of Merit Scholarships (pp. 57-72), Unpublished manuscript, The 
Civil Rights Project, Harvard University, Cambridge, Massachusetts. 

Cornwell, C. M., Mustard, D. B., & Sridhar, D. (2002). The enrollment effects of merit-
based financial aid: Evidence from Georgia's HOPE Scholarship. Unpublished 
manuscript, Department of Economics, University of Georgia, Athens, Georgia. 

DeLoughry, T. J. (1991). U.S. seeks overhaul of its student aid management; Poor 
supervision has added to abuses, report says. Chronicle of Higher Education, 
37(31), 31-34. 

DesJardins, S. L., Ahlburg, D. A., & McCall, B. P. (1999). An event history model of 
student departure. Economics of Education Review, 18, 375-390. 

DesJardins, S. L., Ahlburg, D. A., & McCall, B. P. (2001). Simulating the longitudinal 
effects of financial aid on student departure from college. The Journal of Human 
Resources, 37(3), 653-679. 

DesJardins, S. L., Ahlburg, D. A. & McCall, B. P. (2002). A temporal investigation of 
factors related to timely degree completion. The Journal of Higher Education, 
73(5), 555-581. 

Dowd, A. C. (2004). Income and financial aid effects on persistence and degree 
attainment in public colleges. Education Policy Analysis Archives, 72(21). 
Retrieved June 1, 2010 from http://epaa.asu.edn/epaa/v 12n21/ 

Dynarski, S. (2002). Race, Income, and the Impact of Merit Aid. In. D. Heller & P. 
Marin, Who Should We Help? The Negative Consequences of Merit Scholarships 
(pp. 75-91), Unpublished manuscript, The Civil Rights Project, Harvard 
University, Cambridge, Massachusetts. 

Farrell, P. (2004). Who are the students receiving merit scholarships. In. D. Heller & P. 
Marin, State Merit Scholarship Programs and Racial Inequality (pp. 47-76), The 
Civil Rights Project, Harvard University, Cambridge, Massachusetts. 

http://epaa.asu.edn/epaa/v


249 

Heller, D. E. (2008). Institutional and state merit aid: Implication for students. Paper 
session presented at the inaugural conference of the University of Southern 
California Center for Enrollment Research, Policy, and Practice, Los Angeles. 

Heller, D. E. (2002). State merit aid programs: An introduction. In. D. Heller & P. Marin, 
Who Should We Help? The Negative Consequences of Merit Scholarships (pp. 15-
24), Unpublished manuscript, The Civil Rights Project, Harvard University, 
Cambridge, Massachusetts. 

Henry, G. T., Rubenstein, R., & Bugler, D. T. (2004). Is HOPE enough? Impacts of 
receiving and losing merit-based financial aid. Educational Policy, 18(5), 686-
709. 

Hogan, D. (1982). Education and class formation: The peculiarities of the Americans. In. 
M. Apple, Cultural and Economic Reproduction in Education (pp. 32-78). 
London: Routledge & Kegan Paul Ltd. 

Hu, S., & St. John, E. P. (2001). Student persistence in a public higher education system: 
Understanding racial and ethnic differences. The Journal of Higher Education, 
72(3), 265-286. 

Ishitani, T., & DesJardins, S. L. (2003). A longitudinal investigation of dropout from 
college in the United States. Journal of College Student Retention, 4(2), 173-201. 

Johnson, I. Y. (2006). Analysis of stopout behavior at a public research university: The 
multi-spell discrete-time approach. Research in Higher Education, 47(8), 905-
934. 

Kerlinger, F. M. (1964). Foundations of behavioral research. New York: Holt, Rinehart, 
& Winstron. 

Linsley, C. B. (1997). The underpinnings of student aid. New Directions for Institutional 
Research, 95, 5-23. 

Lynch, K. (2000). Research and theory on equality and education. In M. Hallinan (Ed), 
Handbook of the sociology of education (pp. 85-105). New York, NY: Kluwer 
Academic/Plenum Publishers. 

National Association of State Student Grant and Aid Programs. (2010). 40th Annual 
Survey Report on State-Sponsored Student Financial Aid. Retrieved from 
http://www.nassgap.org/viewreposi tory.aspx?eategoryID=3# 

Nora, A. (1987). Determinants of retention among Chicago college students: A structural 
model. Research in Higher Education, 26, 31-59. 

http://www.nassgap.org/viewreposi


250 

Pascarella, E. T. (1985). College environmental influences on learning and cognitive 
development: A critical review and synthesis. In J. Smart (Ed), Higher Education: 
Handbook of theory and research. New York: Agathon. 

Paulsen, M. B., & Smart, J. C. (2001). The finance of higher education: Theory, research, 
policy & practice. New York: Agathon Press. 

Paulsen, M. B. & St. John, E. P. (2002). Social class and college costs: Examining the 
financial nexus between college choice and persistence. Journal of Higher 
Education, 73(3), 189-236. 

Pedersen, W. (1996). Working-class boys at the margins: Ethnic prejudice, cultural 
capital, and gender. Acta Sociologica, 39, 257-279. 

Perna, L. W. (1998). The contribution of financial aid to undergraduate persistence. 
Journal of Student Financial Aid, 28(3), 25-40. 

Rowan-Kenyon, H. T. (2007). Predictors of delayed college enrollment and the impact of 
socioeconomic status. The Journal of Higher Education, 78(2), 188-214. 

Schneider, M. (2010). Finishing the first lap: The cost of first-year student attrition in 
America's four-year colleges and universities. Washington, DC: American 
Institutes for Research. 

Stinebrickner, R. & Stinebrickner, T. (2002). Understanding educational outcomes of 
students from low-income families. The Journal of Human Resources 38(3), 591-
617. 

St. John, E.P. (1990a). Price response in enrollment decisions: An analysis of the high 
school and beyond sophomore cohort. Research in Higher Education, 31, 161-
176. 

St. John, E. P. (1990b). Price response in persistence decisions: An analysis of the high 
school and beyond senior cohort. Research in Higher Education, 31, 387-403. 

St. John, E. P. (2000). The impact of student aid on recruitment and retention: What the 
research indicates. New Directions for Student Services, 89, 61-75. 

St. John, E. P., Andrieu, S., Oescher, J., & Starkey, J. B. (1994). The influence of student 
aid on within-year persistence by traditional college-age students in four-year 
colleges. Research in Higher Education, 35(4), 455-480. 



251 

St. John, E. P., Cabrera, A. F., Nora, A., & Asker, E. H. (2000). Economic influences on 
persistence. In J. M. Braxton (ed.), Rethinking the departure puzzle: New theory 
and research. Nashville, TN: Vanderbilt University Press. 

St. John, E. P., Kirshtein, R., & Noell, J. (1991). The effects of student aid on persistence: 
A sequential analysis of the high school and beyond senior cohort. Review of 
Higher Education, 14, 383-406. 

St. John, E. P., Paulsen, M. B., & Carter, D. F. (2005). Diversity, college costs, and 
postsecondary opportunity: An Examination of the financial nexus between 
college choice and persistence for African Americans and Whites. The Journal of 
Higher Education, 76(5), 545-569. 

St. John, E. P., Paulsen, M. B., & Starkey, J. B. (1996). The nexus between college 
choice and persistence. Research in Higher Education, 37, 175-220. 

Strater, M. (2009). The impact of financial aid on college gpa at three flagship public 
institutions. American Educational Research Journal, 46(3), 782-815. 

Tinto, V. (1975). Dropout from higher education: A theoretical synthesis of recent 
research. Review of Educational Research, 45, 89-125. 

U.S. Department of Education. (2009). 2004/09 Beginning Postsecondary Students 
Longitudinal Study (BPS: 04/09) Field Test. Retrieved from 
http://nces.ecl.gov/pubs2009/200901 .pdf 

U. S. Department of Education and Federal Student Aid. (2009). Annual Report 2009. 
Retrieved from 
http://federalstudentaid.ed.gov/static/gw/docs/fsa_annual_report_2009.pdf 

U. S. Department of Education, Federal Student Aid, Student Aid Awareness & 
Applicant Services. (2010). Funding Education Beyond High School: The Guide 
to Federal Student Aid 2010-11. Washington, D. C. 

U.S. Department of Education, National Center for Education Statistics. (2011). 
Persistence and Attainment of 2003-04 Beginning Postsecondary Students: After 
6 Years. Washington, D.C. 

van de Werfhorst, H. G. (2009). Cultural capital: Strengths, weaknesses and two 
advancements. British Journal of Sociology of Education, 31(2), 157-169. 

http://nces.ecl.gov/pubs2009/200901
http://federalstudentaid.ed.gov/static/gw/docs/fsa_annual_report_2009.pdf


252 

Vryonides, M. (2007). Social and cultural capital in educational research: Issues of 
operationalisation and measurement. British Educational Research Journal, 
33(6), 867-885. 

Walpole, M. (2003). Socioeconomic status and college: How SES affects college 
experiences and outcomes. The Review of Higher Education, 27(1), 45-73. 

Warner, R. (2008). Applied statistics from bivariate through multivariate techniques. 
Thousand Oaks, California: Sage Publications, Inc. 

Wessel, R. D., Bell, C. L, McPherson, J. D., Costello, M. T., & Jones, J. A. (2007). 
Academic disqualification and persistence to graduation by financial aid category 
and academic ability. Journal of College Student Retention, 5(2), 185-198. 


