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Alternatives to 
Borrowing for College

makes student loan repayment more 
manageable in the future,” reported 
Brianna McGurran, NerdWallet’s 
student loans expert. “That means more 
flexibility if the unexpected occurs and 
more room in their budgets to save for 
long-term goals.”
 Scholarships. Clients should make 
their students apply for as many 
scholarships as possible from all 
potential areas. Focus on merit-based 
scholarships, scholarships for their 
specific major, those from affinity 
groups, and from local professional and 
civic organizations. According to U.S. 
News & World Report, billions of dollars 
are awarded in scholarship money each 
year, and your clients’ children should 
get a piece of that. Some sites to find 
these scholarships, according to U.S. 
News & World Report, are Scholarships.
com, Fastweb.com, Chegg.com, and 
Cappex.com, among others.

Recent figuRes from the Brook-
ings Institution found that parents are 
shouldering much of the burden when it 
comes to sending their kids to college. 
 The study found that parents are 
borrowing an average of $16,400 per 
year to put toward college for their kids. 
That figure is up from a yearly average of 
$5,200 in 1990. 
 Also, the Fidelity College Savings 
Indicator Study found that only 28 
percent of parents are on track to reach 
college funding goals, yet parents plan 
to cover 62 percent of all college costs 
their children incur.  
 “Parents aren’t just borrowing more, 
they’re struggling to repay the debt,” 
Jillian Berman wrote in a recent Market-
Watch article reporting on the Fidelity 
study. “The share of parent borrowers 
defaulting on their loans within five 
years was 7 percent in 2000. By 2009, it 
had jumped to 11 percent.” 
 TheStreet.com recently reported 
that your clients should first focus on 
funding their retirement and then worry 
about their kids, even if that means their 
kids will have to take out student loans. 
 Instead of taking on loan burdens 
of their own at the expense of retire-
ment, have clients consider the 

following options: 
 Look at all funding options on 
the table. FPA member Eric Roberge, 
CFP®, was quoted in TheStreet.com 
article, “Retirement Saving Should Take 
Priority Over Paying for Kids’ College,” 
saying that when creating a college 
funding plan, it’s helpful to look at 
all options on the table. He suggested 
scholarships, grants, loans, and gifts 
from other well-off family members. 
“By identifying all the ways to pay for 
college, parents usually feel a little 
better about contributing less to college 
savings and more to their own retire-
ment savings,” he told TheStreet.com.
 Fill out the FAFSA. NerdWallet 
reports that in the 2016–2017 school 
year, more than 1.2 million high school 
graduates didn’t fill out the FAFSA, 
and of those, 648,191 of them would 
have been eligible for a Pell grant. This 
left a total of more than $2.3 billion 
on the table of unclaimed, free money 
to put toward tuition bills. Although 
that translates to just about $3,583 per 
eligible student who didn’t apply, that’s 
still $3,583 that your clients or their 
students wouldn’t have to pay. 
 “The FAFSA gives students access 
to critical financial aid now, but it also 

College debt 
is increasingly 
becoming a parent 
problem, too.

—Mark Kantrowitz, publisher 
and vice president of research 

at SavingForCollege.com, 
 Consumer Reports
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Discussing College Funding
with Children

MoRe than 35 percent of 
parents either haven’t saved 
anything for their child’s 
college education, or they 
don’t plan to, according to a 
study by Sallie Mae.  
 The Fidelity College 
Savings Indicator study 
found 40 percent of parents 
have not discussed college 
funding with their high-
school students. Encourage 
your clients to talk to their 
children about the following 
aspects of college funding:
 Plan early. Planning 
should start in middle 
school. Scholarship aid is 
competitive, and students 
need to do well both 
academically and with extra-
curriculars to land those 
dollars. Ensure students are 
involved in extracurriculars 
and have proper preparation 
for standardized tests.
 Set college funding 
expectations. The Fidelity 
study found that parents 
expect their children to save 
around $10,000 for their 
own education by the time 
they graduate from high 
school—but they haven’t 
discussed that with them. 
If your clients expect their 
kids to financially contribute 
to their college education, 
then encourage them to talk 
about that.  
 “Expecting children to 
assume more responsibility 
for college costs makes 
sense—but the right time 
for the college talk is long 
before the first tuition bill 

is due,” said Melissa Ridolfi, 
vice president of retirement 
and college products at 
Fidelity, in a BusinessWire 
press release. 

Also under this banner is 
estimating how much the 
full cost of college will be 
in order to best fund it. A 
U.S. News & World Report 
story suggested that this is 
critical to figure out how 
much to borrow and find in 
scholarships and loans. The 
figure should include not 
just tuition, but room and 
board, car expenses, gas, 
parking, books, and other 
miscellaneous items. 
 Take advantage of 
college-credit courses in 
high school. Many high 
schools offer AP courses 
or allow students to enroll 
in college courses while in 
high school. This is a good 
way to get a few credits 
under a student’s belt for a 
lower cost before they go to 
college. This might mean 
that in some cases, they enter 
college as a sophomore. 
 Stick to realistic and 
responsible loan amounts. 
Forbes recently reported 
that 44.7 million people 
currently have outstanding 
student loan debt totaling 
$1.53 trillion, or an average 
of $37,172. Help clients 
encourage their children to 
be cautious of what types of 
student loans they take out 
and the amount of the loan 
based on how much they’ll 
likely make upon graduation. 

STAT BANK
$35,676…Average
cost of tuition and fees for 
the 2018–2019 school year 
at private colleges.  
(U.S. News & World Report) 

$21,629…Average
cost of tuition and fees  
for the 2018–2019 school 
year at a state school for 
out-of-state students.  
(U.S. News & World Report)

$9,716…Average cost
for state residents at public 
colleges for the 2018–2019 
school year. (U.S. News & World Report)

40…Percentage of
parents with 10th graders 
who have not discussed 
how much their kids will be 
expected to contribute to 
their college savings. (Fidelity)

50…Percentage of
parents with 10th graders 
who have not discussed how 
the financial aid process 
works. (Fidelity)

56…Percentage of
parents with 10th graders 
who have a financial plan 
in place to reach college 
savings goals. (Fidelity)

$29,884…Aver-
age amount the college 
graduate borrowed in 2017. 
(SavingForCollege.com)

$16,400…Average
amount borrowed per year 
by parents to pay for their 
children’s college in 2014, 
up from $5,200 in 1990. 
(Brookings Institution)

$37,180…Estimated
parental debt from federal 
college loans for the 2017–
2018 school year. (SavingForCollege.com)

$46 billion…Esti-
mated amount of grants and 
scholarships awarded by the 
U.S. Department of Educa-
tion and the nation’s colleges 
and universities (Debt.org)

$3.3 billion…
Amount of financial aid 
awarded to students per 
year by private sources, 
including individuals, 
foundations, non-profits, 
and professional groups. 
(Debt.org)

2 million…Number
of students who would have 
qualified for college grants 
who failed to file a FAFSA 
in the 2015–2016 school 
year. (SavingForCollege.com)

11…Percentage of people
who borrow money to send 
their kids to college who are 
defaulting on their loans. 
(Brookings Institution)
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