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Questions about how student financial aid and the
costs of attending college influence educational opportunity for diverse
racial groups have lurked beneath the surface of the policy debates about
higher education for decades. When the Higher Education Act (HEA)
was passed in 1965, there was a general acceptance that the federal gov-
ernment had a role to play in equalizing educational opportunity. At that
time, the civil rights of African Americans were a concern of the major-
ity of Americans, as evidenced by the many Great Society programs of
the period. However, since 1980, the federal commitment to need-based
grants has contracted as a result of shifting political priorities (McPher-
son & Schapiro, 1991), if not as a result of a breakdown in the old con-
sensus about equal opportunity. More recently, the federal courts have
narrowed the acceptable remedies in desegregation litigation (St. John &
Hossler, 1998) and have brought race into question as an explicit consid-
eration in the awarding of student aid (Strope & Wells, 1998). In this
context, it is vital that we begin to build a better understanding of the 
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relationship between the costs of college, student financial aid, and the
postsecondary opportunities for racially diverse groups.

However, the analysis of the effects of prices and student aid is com-
plicated by a broad critique of the old progressive assumptions. On the
one hand, some economists continue to raise questions about the effi-
cacy of student aid (Kane, 1995). Indeed, this line of inquiry has led
some to question whether states and the federal government should in-
vest more in student financial aid, even after decades of decline in grant
aid (Heller, 1997; St. John, 2003b). In contrast, other economists and
higher education researchers, along with cultural-capital theorists, have
begun to question some of the basic assumptions behind this position
(McDonough, Korn, & Yamasaki, 1997; Paulsen, 2001a, 2001b; St. John
& Paulsen, 2001). These newer perspectives offer a different vantage
point from which to critique the new direction of public policy in higher
education (e.g., decline in affirmative action, merit-based over need-
based aid, loans over grant aid), but they do little to combat the decline
in federal and state student aid.

This article examines the role of the costs of college and student fi-
nancial aid in promoting postsecondary opportunity for diverse groups.
First, we examine theory and research that might inform an assessment
of the effects of student financial aid on the educational opportunities
for diverse racial groups. Then we describe our methods and present the
findings. We used the financial-nexus model (Paulsen & St. John, 2002;
St. John, Paulsen, & Starkey, 1996) to assess the effects of student fi-
nancial aid on college choice and persistence by African Americans and
Whites. Finally, based on these analyses, we consider the understanding
of the relationship between financial aid and the educational opportuni-
ties of diverse racial groups that emerges from this study.

Background

Previous studies of the financial nexus have examined all students en-
rolled as undergraduates (St. John, Paulsen, & Starkey, 1996), students
enrolled in public colleges compared to students in private colleges
(Paulsen & St. John, 1997), and students across income groups (Paulsen
& St. John, 2002). This study completes the full set of nexus studies on
diverse groups of students enrolled in 1986–1987, by comparing how fi-
nancial choices made by Whites and African Americans influenced their
persistence. Given the age of this data, it is important to reconsider per-
sistence by these populations, an issue we discuss after reviewing our
logical approach.
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The Logical Approach

Researchers have started examining the ways perceptions of financial
factors (i.e., college costs and student aid) formed in the enrollment
process influence eventual persistence decisions. One approach involves
assessing the impact of students’ attitudes about their ability to pay for
college as a variable that can influence academic integration and persis-
tence decisions (Cabrera, Nora, & Castañeda, 1992). Research using this
“role of finances” approach has revealed that early perceptions of finan-
cial problems can influence how students experience college. More re-
cently, the nexus approach (St. John, Paulsen, & Starkey, 1996) has ex-
amined how the financial reasons for choosing a college relate to college
experiences as well as how these financial expectations and actual prices
and subsidies influence persistence. This approach argued that there was
a “nexus” between the financial reasons for choosing to attend a college
and the ways students responded to prices—that is, actual amounts of
costs and aid. These analyses have confirmed this proposition, which
provides insights into the ways students respond to student aid in differ-
ent settings (Paulsen & St. John, 1997).

The nexus approach integrates analysis of the influences of percep-
tions of finances with the analysis of the effects of costs and aid, using a
differentiated price-response model that overcomes the limitations of
the net price approach. However, questions remain about whether an un-
derstanding of the role of finances can help inform policy deliberations
on equal opportunity. Berger (2000) argues that the financial nexus
should be extended to examine diverse groups:

Student choices regarding whether or not to attend college, which college to
attend, whether to go full-time or part-time, what to study, whether to drop
out, stop out, transfer, or complete their studies are all examples of important
choices that individuals make regarding their postsecondary educational at-
tendance. These are examples of what St. John, Paulsen, and Starkey (1996)
identify as patterns of decision-making behavior. These patterns might also
be defined in terms of an individual’s habitus, and it stands to reason that stu-
dents with similar habitus would be likely to continue to make similar
choices once they enter college. Hence, we expect students with similar lev-
els of capital resources to make similar types of decisions and act in similar
ways while in college. (p. 103)

This argument, that there are diverse sets of patterns of choice, is vitally
important given the changes in finance policy during the last two decades. A
recent analysis of class differences related to the financial nexus (Paulsen &
St. John, 2002) discovered marked differences in the ways students from
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lower-income groups and those from higher-income groups responded to fi-
nances. Poor students were more negatively influenced by grant inade-
quacy, and, compared to higher-income students, working-class students
were more negatively affected by inadequate loan and work-study aid. In
this study, we extend the nexus approach by analyzing racial differences in
persistence. We examine how well the nexus model illuminates the differ-
ences in educational choices made by students of different racial groups.

Earlier analyses of differences among racial groups in their responses
to student aid have indicated that African Americans are more respon-
sive to student aid (Kaltenbaugh, St. John, & Starkey, 1999; St. John &
Noell, 1989). However, these initial analyses did not fully deal with the
complexity of racial differences in college choice. Recent research has
indicated that students’ college choices are constrained by their social
circumstances. For instance, lower socio-economic status (SES) stu-
dents tend to be constrained by their financial circumstances in that they
attend less expensive institutions closer to their homes (Carter, 1999).

In addition, researchers have frequently studied the degree to which
race and social class affect student access to college. Researchers often
conclude that class, more than race, affects student college-going oppor-
tunities (Hanson, 1994; Hearn, 1984). However, there are also important
racial differences in college access. For instance, Kao and Tienda (1998)
have discussed an “aspirations-achievement paradox” where African
Americans have high aspirations but underachieve relative to their aspi-
rations. Kao and Tienda believe that African American students’ social
segregation in school can help explain why the students maintain high
aspirations since African American students may be more likely to com-
pare their performance in school to that of other African Americans and
to see themselves favorably in the comparison.

Students’ (and parents’) lack of information about higher educational
options is not restricted to the African American population. An Ameri-
can Council on Education (ACE) study of the “public’s knowledge and
attitudes about financing higher education” showed that people do not
understand the differences between public and private institutions or 2-
year and 4-year colleges (Hartle, 1998). Seventy-one percent of the peo-
ple surveyed believed that college is not affordable for most families;
83% of the African American respondents believed so. Most people sur-
veyed overestimated the price of college by several thousand dollars,
and most did not realize how much financial aid is available for families
to help pay college costs (Hartle, 1998). These analyses convey a mes-
sage that college is affordable for all groups, and that increased informa-
tion about financing options is the main barrier. The current study fur-
ther explores the proposition of affordability.

548 The Journal of Higher Education



However, recent analyses have raised doubts that more information
will solve the access problem. The Advisory Committee on Student Fi-
nancial Assistance [ACSFA] (2002) estimates that 4 million college-
qualified low-income and middle-income students will be left behind in
the next decade. Other analyses confirm there is a financial access prob-
lem (St. John, 2003b). If finances are a problem in enrollment and per-
sistence, then it is even more important to examine these differences for
diverse racial and ethnic groups.

This article adapts the financial nexus model to examine the role of
perceptions about college costs in the responses by African American and
White students to student financial aid in their college choices and en-
rollment decisions. African Americans and Whites have differing percep-
tions of college costs before going to college. These differing perceptions
may also affect the groups’ persistence once in college. It is crucial that
evaluation research consider both the role of early expectations, formed
as a consequence of financial opportunities, and the direct effects of costs
and aid, especially when research considers diverse groups.

Situating this Study

The late 1980s was a turning point in the history of American higher
education that went largely unnoticed. Between the Supreme Court’s
Brown decision in 1954 and about 1980, there had been an overt effort to
equalize educational opportunity in the U.S. for African Americans
compared to Whites. In the middle 1970s, African American high school
graduates attended college at about the same rate as Whites (St. John,
2003b), but a gap in enrollment opportunity emerged after the 1980s.
The college participation rate for African American high school gradu-
ates actually declined in the years after 1980, while the enrollment rate
for Whites increased substantially, as did the overall enrollment rate.
Therefore, the participation gap that is now the focal point of public pol-
icy (Ruppert, 2003) is relatively recent.

Starting in the late 1980s, analysts working for the federal govern-
ment began to focus on differences in high school curriculum as the ex-
planation for the recently emergent disparity in opportunity (Pelavin &
Kane, 1988, 1990). While some researchers focused on the role of the
decline in federal grant aid as the explanation of the new disparity (St.
John, 1991, 1994), the academic explanation grew in popularity among
analysts representing different constituents and points of view (Choy,
2002; Gladieux & Swail, 1999; Greene & Foster, 2003; King, 1999;
NCES, 1997). And while the methodological error in some of the basic
studies (e.g., NCES, 1997) have gained the attention of researchers in
economics and higher education policy (Becker, in press; Fitzgerald, in
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press; Heller, in press), the explanation for the downturn in opportunity
for African Americans has not been sufficiently examined.

The nexus model provides a proven methodology that can be used to
reexamine the educational choices made by college students during this
important transitional period. Previous studies have explained some of
the economic disparity that emerged in the late 1980s (Paulsen & St.
John, 2002), an area of inquiry that has informed recent efforts to re-
examine student aid policy (ACSFA, 2002; Fitzgerald, in press; St. John,
2002, 2003b). By extending nexus research to explicitly consider persis-
tence by African Americans and Whites, this article focuses on the ways
federal policy on student aid—the increased emphasis on loans and the
decline in grants that took shape in the late 1980s and that continues to
present—influenced the disparity in opportunity for African Americans
versus Whites that emerged during this period.

Research Approach

The nexus model examines how student background, finance-related
reasons for choosing a college, college experience, current aspirations,
prices and subsidies, and living costs influence persistence. This section de-
scribes the statistical methods, model specifications, and study limitations.

Statistical Methods

Consistent with prior analyses using the nexus model, the current
study uses sequential sets of logistic regression analyses of the National
Postsecondary Student Aid Survey of 1987 (NPSAS-87) (Paulsen & St.
John, 2002; St. John, Paulsen, & Starkey, 1996). Logistic regression is
an appropriate approach for analyzing models with dichotomous out-
comes, such as the decision to persist (Cabrera, 1994). We also con-
verted beta coefficients to delta-p statistics using a method recom-
mended by Cabrera (1994). Further, the systematic uses of sequential
logistic analyses provide a means of examining the confounding rela-
tionships between different sets of variables in the persistence-decision
process. In the nexus model, we examine the influence of variables re-
lated to student background, college choice, college experience, current
aspirations, and financial support on persistence.

Model Specifications

First, we included 16 variables related to student background (see
Table 1). Most of these variables were included in design sets of 
dichotomous variables. Students whose mothers had less than a high
school education, some college, college degrees, master’s degrees, or
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doctoral degrees were compared to students whose mothers had com-
pleted high school. Students who completed GEDs and who did not
complete high school were compared to students who had completed
high school. Students from lower-, upper-middle-, and upper-income
families were compared to students from lower-middle-income families.
Four variables used conventional dichotomous coding: males were com-
pared to females; married students were compared to students who were
not married; working students were compared to non-working students;
and independent students were compared to others (dependent aid appli-
cants and non-aid applicants). In addition, one variable (age) used con-
tinuous coding.

Second, two design sets of dichotomous variables were added related
to the financial reasons for choosing a college. First, students who gave
the highest possible ratings to student aid, low tuition, and both tuition
and student aid were compared to students who did not give these vari-
ables the highest ratings. These variables represent costs that were es-
sentially fixed at the time students entered college and that were set by
the college. Second, students who gave the highest rating to low living
costs, to being able to work and attend school, or to both of these vari-
ables were compared to students who did not give any of these variables
the highest rating. These cost-related considerations were considered
“controllable” because students can constrain these costs by making fi-
nancially astute choices about residences and employment opportuni-
ties. The inclusion of these choice-related variables represents the most
distinctive feature of the nexus model since they assess the role of per-
ceptions about college costs and aid in the persistence process.

Third, 10 variables related to college experience were included in the
analysis. These included three dichotomous variables related to the col-
lege attended: students attending 4-year colleges were compared to stu-
dents attending 2-year colleges1; students living on campus were com-
pared to other students; and full-time students were compared to others.
Year in college was recoded as a design set of dichotomous variables,
with sophomores, juniors, and seniors being compared to freshmen. Fur-
ther, college grades were coded as a design set, with students with below
C grades, mostly Cs, mostly As, and no reported grades2 being com-
pared to students with mostly B grades.3

Fourth, aspirations were coded as a design set of dichotomous vari-
ables. Students who aspired to complete vocational certificates, some
college, master’s degrees, and advanced degrees were compared to stu-
dents who aspired to complete bachelor’s degrees.

Fifth, four price-related variables were added: grant amount, loan
amount, work-study amount, and tuition charges. These variables were
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TABLE 1

Coding of Variables

Variable Coding

Student Background

Gender
Male 1,0

Mother’s Education
Less than H.S 1,0
High School Uncoded
Some College 1,0
College 1,0
Master's 1,0
Advanced 1,0

Age Year of Age

Marital Status
Married 1,0

High School Graduate Status
GED 1,0
No H.S. Diploma 1,0
H.S. Diploma Uncoded

Employment
Working 1,0

Dependency Status
Independent 1,0

Income
Lower 1,0
Lower Middle Uncoded
Upper Middle 1,0
Upper 1,0

College Choice

Fixed Costs
Financial Aid 1,0
Low Tuition Cost 1,0
Tuition & Fin. Aid 1,0

Controllable Costs
Low Living Cost 1,0
Could Work 1,0
Living Cost & Work 1,0

College Experience
Four-Year 1,0  
On Campus 1,0
Full Time 1,0

Years in College
Freshman Uncoded
Sophomore 1,0
Junior 1,0
Senior 1,0



divided by 1,000 because this coding of dollar amounts is easier to inter-
pret. This approach to assessing the impact of financial aid variables
provides a more reliable approach to assessing the impact of student aid
than other commonly used approaches (St. John, Andrieu, Oescher, &
Starkey, 1994).

Finally, annual food and housing costs4 were used as indicators of liv-
ing costs. This variable was also divided by 1,000 so that all dollar
amounts would be comparable. Living costs were treated separately
from price-related variables because it is easier for students to “control”
their living costs (St. John, Paulsen, & Starkey, 1996).

The statistical analyses have two further distinctive features. First, we
present change of probability measures (delta-p statistics) for each of
the independent variables. This allows us to assess the impact of a unit
change in the independent variable on the probability of persisting. Sec-
ond, we use sets of design variables for categorical variables that have
proven not to have a linear relationship with persistence (e.g., grades
and year in college). This improves the predictive ability of the logistic
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TABLE 1 (Continued)

Coding of Variables

Variable Coding

Grades
Below C 1,0
Mostly C 1,0
B Average Uncoded
Mostly A 1,0
Not Reported 1,0

Aspirations
Vocational 1,0
Some College 1,0
College Uncoded
Master's 1,0
Advanced 1,0

Financial

Fixed Costs
Grant $ Actual $/1,000
Loan $ Actual $/1,000
Work $ Actual $/1,000
Tuition $ Actual $/1,000
Food/Housing $ Actual $/1,000



models. While this model represents a refinement over prior nexus 
models,5 this approach does have a few limitations (St. John, Paulsen, &
Starkey, 1996), discussed in the next section.

Limitations

First, while the NPSAS-87 database is well suited for the analysis of
within-year persistence, it does not include a full sample of all college
students. The survey sampled all students enrolled in the fall term and
followed up with a survey in the spring term. Students who enrolled in
the spring but not in the fall were not included in the sample. Given our
focus on continuous enrollment, this limitation is not a problem for this
study.

Second, NPSAS-87 does not include a complete set of variables re-
lated to high school experience. Thus, the influences of high school
grades and high school courses were not considered. However, because
there is a high correlation between high school grades and college
grades, this limitation is not a serious problem for this study.

Third, NPSAS-87 is more than a decade old. However, it merits fur-
ther analysis because it is uniquely suited for the analysis of within-year
persistence,6 an outcome that is directly linked to equal opportunity.7

Furthermore, the financial conditions of the late 1980s—including the
growing emphasis on loans relative to grants—remain largely in place,
and federal student grant aid has declined substantially since the late
1980s (College Board, 1998). Therefore while there have been changes
in institutions’ policies during the past decade, the analysis remains rel-
evant to the current policy context.

Findings

There were substantial differences in the characteristics of the four
populations (Table 2). A larger percentage of African American college
students was female, had mothers with high school educations or some
college, was financially independent, and was from low- and lower-mid-
dle-income families. In addition, African Americans had lower grades,
and a higher percentage aspired to complete master’s degrees. Higher
percentages of Whites had parents who had completed master’s degrees,
had completed high school, were from upper-middle- and upper-income
families, and received B grades.

There were also differences in the ways financial considerations
influenced the college-choice process. Larger percentages of African
Americans chose college because of financial aid offers and because of
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TABLE 2

Comparison of Populations

African Am. White
% / ave. % / ave.

Student Background

Gender
Male 38.4 47.2

Mother's Education
Less/H.S. 22.7 10.4
High School 33.4 32.3
Some College 25.6 24.4
College  10.6 19.2
Master's  5.1 8.8
Advanced 2.6 5.0

Age
Years Old 23.8 23.0

Marital Status
Married 11.4 16.8

High School
GED 4.2 2.0
No H.S. Diploma 3.5 2.0
H.S. Diploma 92.4 96.0

Employment
Working 57.9 58.6

Dependency Status
Independent 27.0 22.5

Income
Lower 36.0 15.0
Lower Middle 37.3 27.3
Upper Middle  21.8 40.2
Upper 4.9 16.8

College Choice

Fixed Costs
Financial Aid 25.3 15.9
Low Tuition Cost 17.2 19.8
Tuition & Fin. Aid 22.7 11.5

Controllable Costs
Low Living Cost 14.4 10.0
Could Work 26.9 25.0
Living Cost & Work 14.9 10.6

College Experience
Four-Year 80.2 82.2
On Campus 34.4 35.9
Full Time 75.2 78.2
Freshman 30.7 28.9
Sophomore  27.7 25.6
Junior 21.8 21.5
Senior 19.8 24.0



financial aid and low tuition. A larger percentage of African Americans
were also concerned about finances when they made their college
choices. Given these differences, there is good reason to use the nexus
model to examine persistence decisions by these four distinct popula-
tions of undergraduates.

Finally, there were also notable differences in the financial situations
facing both populations. African Americans had higher grants and loans
as well as lower tuition charges. This means they had greater financial
need and could still only afford to attend less expensive colleges. Whites
attended colleges that were more expensive. Thus, there were marked
contrasts in the relative financial situations of the two populations,
which is a further indicator that the nexus model could reveal differ-
ences in how students in different racial groups experience college costs
and make persistence decisions.

African Americans

First, for African Americans, five background variables were signifi-
cant in at least one of the steps of the logistic analysis (Table 3). Three of
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TABLE 2

Comparison of Populations

African Am. White
% / ave. % / ave.

Grades
Below C 13.4 5.8
Mostly C 40.2 33.1
B Average 16.4 31.5
Mostly A 1.3 3.4
Not Reported 28.7 26.1

Aspirations
Vocational 1.6 1.7
Some College 7.9 7.3
College 35.3 42.2
Master's 37.0 34.4
Advanced 18.1 14.3

Financial
Grant $ 2,002 1,165
Loan $ 1,032 855
Work $ 197 98
Tuition $ 2,595 3,038
Food/Housing $ 1,466 1,598
Sample N 1,967 22,304



these variables had consistent effects across all three steps. Students
whose mothers had some college were about 5% less likely to persist,
while each year of age increased the probability of persistence by about
2%, and having no high school degree increased the probability of per-
sistence by about 8%.8 These findings suggest that the influence of par-
ents’ education, age, prior educational attainment, and prior education
experience do not have a relationship with finances for African Ameri-
can students.

However, two background variables do change in significance across
the steps in the model. Married students were more likely to persist only
when housing and food costs were considered in the last step of the
model. This suggests that students who were married had lower addi-
tional living costs associated with college attendance. In addition, finan-
cially independent students were less likely to persist in the first two
steps, but not when living costs were also considered. It is possible that
the federal need analysis criteria underestimate the costs associated with
attendance by independent students. Thus, not only do both of these
variables change in significance when housing costs are considered, but
there also are logical reasons for these changes in significance.

Second, only one of the college choice variables was significant.
African Americans who chose to attend their colleges because of finan-
cial aid offers were about 5% more likely to persist. Further, choosing a
college because of low tuition or low living costs was not significantly
associated with persistence. For African Americans, the offer of student
aid appeared to have a substantial intrinsic value independent of the di-
rect effects of student aid or other financial variables.

Third, several variables related to the college experience were signifi-
cant for African Americans, four of which had consistent effects across
the three steps. Attending full-time was negatively associated with per-
sistence across all three steps. In addition, having below C grades, hav-
ing A grades, and having no reported grades were all significant and
positively associated with persistence across all three models. This 
suggests that the positive effects of attending full-time and the direct 
effects of grades on persistence do not interact with finances for African
Americans.9

However, two college-experience variables did change in signifi-
cance. Attending 4-year colleges and living on campus were negatively
associated with persistence before financial aid was considered (step 1),
but not in the final two steps. Both of these variables were logically re-
lated to college costs: Four-year colleges tend to charge higher tuition
than 2-year colleges do, and residential colleges tend to charge more
than locally situated campuses.
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TABLE 3

Sequential Logistic Analysis of Within-Year Persistence by African American Undergraduate 
Students

Step 1 Step 2 Step 3
Initial Model Tuit & Aid Housing & Food

Factor/Variable Delta P Delta P Delta P

Student Background

Gender
Male 0.0008 −0.0054 −0.0055

Mother's Education
Less than HS −0.0304 −0.0054 −0.0349
Some College −0.0463* −0.0374* −0.0513*
College Degree 0.0128 0.0531 0.0027
Master's −0.0348 −0.0438 −0.0411
Advanced −0.0055 0.0167 0.0185

Age
Years Old 0.0042** 0.0036** 0.0032**

Marital Status
Married 0.0272 0.0031 0.0378*

High School
GED −0.0045 −0.0097 −0.0251
No H.S. Deg. 0.0771** 0.0756** 0.0785**

Employment
Working 0.0226 0.0154 0.0173

Dependency Status
Independent −0.0647** −0.0458* −0.0379

Total Income
Lower −0.0029 0.0009 0.0101
Upper-Middle −0.0025 −0.0188 −0.0198
Upper 0.0229 0.0211 0.0232

College Choice

Fixed Costs
Fin. Aid 0.0331** 0.0555** 0.0556**
Low Tuition −0.0115 −0.0167 −0.0146
Tuition & Aid 0.0126 0.0280 0.0245

Controllable Costs
Low Living Costs 0.0221 0.0165 0.0270
Could Work −0.0095 −0.0210 −0.0149
Living & Work 0.0118 −0.0034 −0.0013

College Experience
Four Year −0.0619** 0.0241 0.0246
On Campus −0.0688* −0.0115 −0.0279
Full Time −0.1585** −0.0672** −0.0609**

Year in College
Sophomore 0.0106 0.0098 0.0088
Junior −0.0213 −0.0290 −0.0196
Senior 0.0072 −0.0047 0.0010

Grades
Below C 0.0626** 0.0531** 0.0535**



Fourth, three variables related to current aspirations were significant in
at least one step. Aspiring to complete some college or to attain voca-
tional certification consistently increased the probability of persistence.
Having short-term goals made it easier to persist in the face of inadequate
financial support.10 However, students who aspired to attain an advanced
degree were less likely to persist before living costs were considered.
This means that some students with long-term aspirations were forced to
put off their enrollment to contend with short-term financial needs, an-
other indicator of the inadequacy of federal student aid. While this is con-
sistent with prior analyses of persistence by all undergraduates (St. John,
Andrieu, Oescher, & Starkey, 1994; St. John, Paulsen, & Starkey, 1996),
it is distinctive to African Americans in this analysis of the two distinct
populations.11 Thus, it appears that African Americans were more likely
to be faced with difficult choices due to the inadequacy of student aid.
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TABLE 3 (Continued)

Sequential Logistic Analysis of Within-Year Persistence by African American Undergraduate 
Students

Step 1 Step 2 Step 3
Initial Model Tuit & Aid Housing & Food

Factor/Variable Delta P Delta P Delta P

C Ave. 0.0065 −0.0018 0.0022
A Ave. 0.0768** 0.0678* 0.0751**
None Rep. 0.0527* 0.0414* 0.0436*

Aspirations
Vocational 0.0666** 0.0621* 0.0619*
Some Coll. 0.0344* 0.0361* 0.0360*
Master's −0.0336 −0.0262 −0.0200
Advanced −0.0946** −0.0714* −0.0500

Financial
Grant $ −0.0330** −0.0327**
Loan $ −0.0133 −0.0114
Work $   −0.0213 −0.0219
Tuition $ −0.1201** −0.1170**
Housing/Food $ −0.0454**

Baseline P
Model "N" 1,967 1,967 1,967
Somer's D 0.520 0.624 0.645
au-a 0.106 0.127 0.131
−2 LOG L 1490.409 1398.914 1369.835
DF 35 39 40

*p ≤ .05; **p ≤ .01; ***p ≤ .001



In the second step, financial aid and tuition were added. The amount
of grant awarded was significant and negatively associated with persis-
tence across the two steps, indicating that grant aid was insufficient
even after living costs were controlled for. Further, tuition was nega-
tively associated with persistence across both models. Each thousand
dollars of tuition differential decreased the probability of persistence by
about 12%. Not only were African Americans more responsive to tu-
ition than the other populations, but they also attended colleges with
lower costs (see Table 2). Therefore, it seems that the greater the tuition
the less likely African American students would receive enough aid to
offset costs. Further, living costs were negatively associated with per-
sistence (see Table 2). Each thousand dollars of differential in living
costs decreased the probability of persistence by 4.5% for African
Americans.

It should also be noted that there was substantial economic diversity
among African American college students. While the majority were low-
income and highly price sensitive, approximately one quarter were in
the upper-middle- or upper-income groups (see Table 2). Interestingly,
18% of all African Americans had mothers with college degrees or
higher attainment. Further, more than one quarter did not consider low
tuition or student aid to be very important in their college choice. In
sum, even though this study focuses on differences between racial
groups, it is important to note that there is evidence of substantial diver-
sity among individuals within each group as well. Furthermore, this eco-
nomic diversity is reflected in the significant effects of college choice
and cost and aid variables.

Whites

First, five background variables were significant for Whites (Table 4).
Students with GEDs and working students were more likely to persist in
all three analyses. Therefore, the effects of these factors on persistence
were unrelated to college costs. However, males were less likely to per-
sist, and students whose mothers had a master’s degree were more likely
to persist only in the final step, after living costs were considered; and
older White students were more likely to persist before prices were con-
sidered. Thus, there were several confounding relationships between fi-
nancial variables and background characteristics.

Second, three college choice variables were significant. Choosing a
college because of the financial aid offer was significant and positively
associated with persistence only after tuition and aid were considered.
This indicates an inadequacy of student aid relative to tuition. Similarly,
those choosing a college because of low tuition were less likely to persist
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TABLE 4

Sequential Logistic Analysis of Within-Year Persistence by White Undergraduate Students

Step 1 Step 2 Step 3
Initial Model Tuit & Aid Housing & Food

Factor/Variable Delta P Delta P Delta P

Student Background

Gender
Male 0.0375 0.0057 −0.0084*

Mother's Education
Less than HS −0.0073 −0.0083 −0.0080
Some College 0.0030 0.0001 0.0017
College Degree 0.0101 0.0075 0.0090
Master's 0.0133 0.0109 0.0156*
Advanced 0.0084 0.0123 0.0134

Age
Years Old 0.0008** 0.0005 0.0004

Marital Status
Married 0.0072 0.0018 −0.0006

High School
GED 0.0218** 0.0206** 0.0223**
No H.S. Deg. 0.0025 0.0011 0.0014

Employment
Working 0.0200** 0.0190** 0.0167**

Dependency Status
Independent 0.0032 0.0604 0.0089

Total Income
Lower 0.0020 0.0051 0.0056
Upper-Middle −0.0062 −0.0827 −0.0086
Upper 0.0013 0.0230 0.0051

College Choice

Fixed Costs
Fin. Aid −0.0118 0.0188** 0.0218**
Low Tuition −0.0072 −0.0140** −0.0132**
Tuition & Aid −0.0044 0.0079 0.0085

Controllable Costs
Low Living Costs 0.0017 −0.0048 −0.0036
Could Work 0.0151** 0.0108* 0.0062
Living & Work 0.0058 0.0008 −0.0012

College Experience
Four Year −0.0314** 0.0215** 0.0231**
On Campus −0.0445** 0.0057 0.0432**
Full Time −0.1213** −0.0563** −0.0490**

Year in College
Sophomore −0.0210** −0.0063** −0.0126**
Junior 0.0020 0.0059 0.0092**
Senior −0.0344** −0.0375** −0.0337

Grades
Below C 0.0583** 0.0550** 0.0557**
C Ave. 0.0234** 0.0200** 0.0221**



after price-related variables were considered, indicating that even
though such students might have attended colleges with lower tuition,
students’ tuition-sensitivity could have had offsetting effects. Further,
Whites who chose their colleges so they could work were more likely to
persist before living costs were considered, indicating that these stu-
dents either had lower living costs or were able to efficiently manage liv-
ing costs with work-related income. In combination, these findings indi-
cate direct relationships between financial reasons for choosing college
and college costs for Whites.

Third, all of the variables related to college experience were signifi-
cant for Whites. Attending a 4-year college and living on campus were
negatively associated with persistence before price-related variables
were considered (step 1) and positively associated with persistence after
the effects of both prices and living costs were considered (step 3). In
addition, even though attending full-time was consistently negatively as-
sociated with persistence, the effects became less negative as prices
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TABLE 4 (Continued)

Sequential Logistic Analysis of Within-Year Persistence by White Undergraduate Students

Step 1 Step 2 Step 3
Initial Model Tuit & Aid Housing & Food

Factor/Variable Delta P Delta P Delta P

A Ave. 0.0189** 0.0156* 0.0152* 
None Rep. 0.0421** 0.0419** 0.0422**

Aspirations
Vocational 0.0320** 0.0318** 0.0306**
Some College 0.0194** 0.0211** 0.0193**
Master's −0.0300** −0.0229** −0.0186**
Advanced −0.0534** −0.0331** −0.0297**

Financial
Grant $ −0.0135** −0.0131**
Loan $ −0.0089** −0.0044
Work $ −0.0389* −0.0385*
Tuition $ −0.1090** −0.1042**
Housing/Food $ −0.0495**

Baseline P 0.913 0.913 0.913
Model "N" 22,304 22,304 22,304
Somer's D 0.546 0.641 0.666
Tau-a 0.087 0.102 0.106
−2 LOG L 14555.422 13702.51 13430.221
DF 35 39 40

*p ≤ .05; **p ≤ .01; ***p ≤ .001



(step 2) and living costs (step 3) were added to the model. In combina-
tion, these findings indicate that 4-year, on-campus, and full-time col-
lege attendance are all associated with higher college costs. However,
when costs are controlled for, results indicate that 4-year and on-campus
attendance increase the probability of persistence, due to greater acade-
mic and social aspects of the college experience related to living on
campus.12 Interestingly, sophomores and seniors were consistently less
likely to persist than freshmen were, while juniors were more likely than
freshmen were to persist only after living costs were considered.

Fourth, there was an association between grades and persistence for
some groups and not others. Including non-reported grades helped clar-
ify the role of grades compared to earlier analyses. Students with low
grades (C average or below C), as well as those with very high grades (A
average), were consistently more likely to persist than those with B av-
erage grades. This means that the relationship between college achieve-
ment and grades does not have a linear association with persistence.

Fifth, all of the aspirations variables were significant and associated
with persistence. Aspiring to complete a vocational qualification or
some college consistently had a positive association with persistence
compared to aspiring to complete a college degree, while aspiring to at-
tain a master’s or advanced degree consistently had a negative associa-
tion with persistence. This again suggests that students with more imme-
diate goals were more likely to continue their enrollment because of
those goals.

Sixth, all of the price-related variables were significant for Whites.
Grants, work-study, and tuition differentials were negatively associated
with persistence in both models, indicating that aid was insufficient.
Further, loan amounts were negatively associated with persistence when
prices were first considered (step 2), but not when living costs were con-
sidered (step 3). This finding illustrates that loans were inadequate to
contend fully with living costs. Conversely, borrowing money to pay for
living costs could have an adverse impact on persistence. Further, there
is a negative association between living costs and persistence. Each
thousand dollars of differential in living costs decreased the probability
of persistence by about 5%.

While there was economic diversity among White students, the major-
ity was from upper-middle- or upper-income families. Further, a smaller
percentage chose their colleges because of low tuition or student aid.
Thus, while grants, loans, and work-study aid were influential in stu-
dents’ persistence decisions by Whites, a percentage of this group was
adversely affected by aid inadequacy.
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Conclusions and Implications

These analyses provide insight into the role financial aid played in the
emergence of the new equality. As a conclusion, we first examine pat-
terns of choice among diverse racial groups, and then we consider the
implications for public policy and higher education finance.

Patterns of Student Choice

Our primary conclusion is that there were diverse patterns of educa-
tional choice both across and within both racial groups. Further, there is
a continuity of choice patterns within each group, suggesting that habi-
tus is reinforced as a result of the confluence of family backgrounds and
public policies. Distinctive patterns were evident for the two groups 
examined.

African Americans were highly sensitive to finances in their college
choices and in their persistence decisions. Tuition and student aid played
a substantial role in the college choice process for African Americans,
while grants and tuition had a substantial and direct influence on persis-
tence. Further, choosing a college because of student aid was positively
associated with persistence even when the direct effects of tuition and
student aid were considered. This majority pattern among African Amer-
icans was similar, in some respects, to the pattern of college choice by
students from low-income families observed in a recent analysis of so-
cial class and college costs (Paulsen & St. John, 2002).

However, a substantial percentage of African Americans were from
high-earning families with high levels of education. Further, levels of
parents’ education, as well as students’ aspirations, were associated with
persistence for African Americans, indicating that those with cultural
capital may have aspired to reproduce this capital in their families, albeit
with mixed success. Thus, within the African American population there
is clearly a pattern of economic diversity that accentuates the role of fi-
nance in college choice and persistence for African Americans.

In contrast, on average, Whites were more economically advantaged
than were African American students, as evidenced by the distribution
of students across income categories. Yet there was considerable eco-
nomic diversity among the White population, which would explain
why Whites were quite responsive to tuition and student grants. How-
ever, while loans were negatively associated with persistence by
Whites, they ceased being significant when living costs were con-
trolled for, indicating that loans were more effective for Whites than
for other groups.
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Policy Implications

First, student grants and tuition levels play more substantial roles in
college choices and persistence by African Americans than for Whites.
Thus, reductions in federal grants, and concomitant rapid growth in tu-
ition, during the past two decades have had a more substantial influence
on African Americans than on Whites, because grants and tuition play
more substantial roles in choice processes for African Americans than
for Whites. Further, institutional policies that use grants to offset tuition
increases and to promote diversity would seem an especially viable ap-
proach to encouraging African American enrollment.

In contrast, the emphasis on loans seems to favor Whites. Not only was
a larger percentage of Whites from high-income families, but Whites
used loan capital to pay living costs associated with college attendance.
Thus, the new loan policy environment accentuates the privileges of
Whites and increases inequities between Whites and African Americans.

On a positive note, this study confirms arguments that student aid can
be used to reduce the inequalities in higher education, as was the case in
the 1970s. The challenge facing policymakers on campuses, in state
houses, and in Washington, DC, is to figure out strategies for using aid
that are fair and just for all groups. Clearly, the current policy environ-
ment accentuates differences in ways that simply are not just for all. At
the very least, there is a need to reexamine arguments for need-based
grant aid, an approach that would increase equity for African Americans,
if not to also reconsider low tuition policies, approaches that seem espe-
cially important for African Americans given their high tuition sensitivity. 

More generally, these findings have implications for admissions and
retention efforts aimed at improving diversity. The recent Supreme
Court decision in the Michigan case constrained the use of race in ad-
mission. However, it is still possible to design admission and retention
programs in ways that target students with high needs or students who
have achieved in spite of their disadvantages. Specially, it is important to
provide academic support for all students. Financial aid is linked to the
opportunity to be engaged in faculty research for high achieving stu-
dents of color (St. John, 2003a). It is important that the research com-
munity continue to seek better ways of directing need-based aid and
merit aid to students who need this support to become engaged as learn-
ers in their colleges and universities. It is equally important to intervene
to make sure there are opportunities for such engagement. This article
reinforces the emergent understanding that opportunities for engage-
ment are limited for high achieving, low-income students—including
students of color—who must work excessive hours to pay for college.
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Notes

1This represents an adaptation of the nexus model. Prior analyses examined only stu-
dents in 4-year colleges. The population was expanded to capture sufficient cases for
separate analyses of each ethnic group. Further, in the initial analysis, students attending
private colleges were compared to students in public colleges (St. John, Paulsen, &
Starkey, 1996). This variable was dropped from the current analyses because of a high
correlation between attending a private college and tuition charges.

2In previous persistence studies using variations of this model, students with reported
grades remained uncoded and thus were combined with students with mostly B grades
(e.g., St. John, Andrieu, Oescher, & Starkey, 1994; St. John, Paulsen & Starkey, 1996).
Treating no reported grades as a distinct variable represents a further refinement of the
nexus model.

3High school and college grades are generally highly correlated. Therefore, a poten-
tial limitation due to the absence of data on high school achievement (i.e., test scores and
grades) is somewhat mitigated.

4Housing and food represents a further refinement over prior models. This variable
was constructed by the National Center for Educational Statistics and included fewer
missing cases than the housing and other-living-costs variables used in prior analyses
(e.g., St. John, Paulsen, & Starkey, 1996).

5We described these refinements in the footnotes above.
6NPSAS-87 included a fall sample of all students enrolled in postsecondary institu-

tions and a spring follow-up survey. In subsequent years, this sampling approach was re-
placed with a revolving sample to get a better approximation of full-year enrollment.

7It provides a measure of whether students can actually afford to complete the acade-
mic year, a basic measure of affordability.

8We expect that students with no high school degrees were more likely to persist be-
cause these students were more committed, possibly because they have fewer options to
fall back on.

9In fact, in looking across the results for each racial/ethnic group, these variables did
not change in significance across any of the populations.

10This is a consistent pattern across populations and is consistent with prior analyses
(St. John, Paulsen, & Starkey 1996).

11We base this interpretation on a comparison of the significance of this variable
across the analyses of the different populations (see Tables 3 and 4).

12 We agree with the reviewers of this paper that this interpretation is supported by re-
search on college students by Astin (1975), Tinto (1987, 2000), and others who have ex-
amined integration processes for students who live on campus.
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