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Sallie Mae is the nation’s saving, planning, and paying for
college company. Over the course of our 43-year history,
we have helped more than 31 million Americans make
their dream of a higher education a reality. Whether
college is a long way off or just around the corner, we help
customers develop responsible personal financial habits
through products and services that help them dream,
invest, and succeed.

Together with our commitment to responsible borrowing,
we encourage families to save for college responsibly with
our 1-2-3 approach:

1. Open a savings account. Set up and designate a savings
account as your college fund. Deposit gifts from friends
and family, and sign up for free services that let you earn
cash back to save for college.

2. Make regular contributions. Set a goal, and create a
routine of adding money. Even a little bit adds up over
time, and automatic deposits make saving easy.

3. Explore tax-advantaged options. Put your money to
work using dedicated college savings programs like
Coverdell Education Savings Accounts, prepaid state
college savings plans, and 529 college savings plans.

Sallie Mae offers a range of products and services that help
families along their college financing journey. Upromise®
by Sallie Mae offers simple ways for families to save for
college by earning cash back on things they already do and
buy. Sallie Mae also offers High-Yield Savings Accounts,
Certificates of Deposit, and Money Market Accounts* that
help families grow their college savings over time.

Sallie Mae also provides information, resources, and

free tools including the College Planning Calculator®",
Scholarship Search, and the College Ahead*" Mobile App;
and private loans to help students responsibly pay for
college, including the Smart Option Student Loan®.

For more information on how Sallie Mae’s experience
and expertise help students and their families save, plan,
and pay for college, visit SallieMae.com.

Sallie Mae
300 Continental Drive
Newark, DE 19713

Ipsos is a global independent market research company
ranking third worldwide among research firms.

At Ipsos, we are passionately curious about people,
markets, brands and society. We make our changing world
easier and faster to navigate, and inspire clients to make
smarter decisions. We deliver research with security,
speed, simplicity and substance. We believe it’s time to
change the game - it’s time for Game Changers!

Ipsos is one of the world’s largest independent market
research companies, and in 2015 we are excited to be
celebrating our 40th Anniversary.

Our commitment to driving the industry with innovative,
best in class research techniques that are meaningful in
today’s connected society is our primary goal.

Focusing on six research specializations, our broad range
of industry experts offer intimate understanding of your
brands, consumers and markets. Whether testing your
advertising and media, bringing concepts to market,
measuring customer loyalty, or surveying public opinion,
Ipsos is committed to working with clients to identify the
right solutions to their specific challenges.

It is this belief that enables us to ask and probe, to subject
our hypotheses to rigorous analyses and, finally, to deliver
reliable data and the most effective recommendationsin
the shortest time possible.

Ipsos is committed to building an organization dedicated
to a single endeavor: providing our clients with the best
service, using qualitative or quantitative methods, at local,
regional, and international levels.

Ipsos Public Affairs
2020 K Street NW, Suite 410
Washington, DC 20006

Access a related infographic and other information about this study at

SallieMae.com/HowAmericaSavesForCollege.

*Deposit products are offered by Sallie Mae Bank, Member FDIC.
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1 About This Study

As the nation’s saving, planning, and paying for college
company, Sallie Mae is committed to researching, analyzing,
and reporting on how American families are preparing to
meet the financial challenges of sending their children to
college. Sallie Mae has shared its findings on a regular basis
since 2008, through its How America Pays for College and
How America Saves for College studies.

How America Saves for College 2015 marks the fifth time
Sallie Mae has reported on the theories and practices
behind how parents feel about saving for college and what
they are doing to save for college. This study reports on the
values that parents associate with higher education and
their attitudes toward paying for it. In addition, this study
captures data on the decisions parents are making about
saving, the savings vehicles they are using, and how much
they are saving.

Sallie Mae produced How America Saves for College 2015
in conjunction with Ipsos, the world’s third largest market
research company. This study reports the results of online
interviews that Ipsos conducted in January 2015 of 1,988
American parents with at least one child younger than
age 18. The survey sample reflected a cross-section of key
demographic variables in the United States. Respondents
were able to take the survey in English or Spanish.

Additional information about the survey sample, weighting,
and margin of error appears in the Technical Notes section
of this report. The survey’s questions and their responses
appear in the Tables section of this report. Please note that
rounding may prevent some response percentages from
summing to 100 percent.

Sallie Mae | Ipsos
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2 Overview

The vast majority of today’s parents with
children under the age of 18 continue to believe
I wholeheartedly that college is an investment in
their children’s future. Nine in 10 parents expect
their child will eventually attend college and benefit from an
array of opportunities that result from a college education.

Despite their commitment to sending their children

to college, parents are struggling to some degree with
preparing to pay for future college costs. While one-quarter
of parents consider saving for college as “doing the right
thing,” equal proportions of parents feel overwhelmed,
frustrated and worried at the thought of saving for college.

£o%

Similar to the findings of the past two How
America Saves For College studies, about

half of parents with a child under age 18 are
saving for college. Sixty-two percent of those parents say
they are saving the same amount for college as they had
last year, and another 27 percent say they are saving more.
Parents who are saving for college continue to earmark
approximately 10 percent of their total savings for college,
but the amounts they are saving overall declined, and the
amount they set aside for college dropped to the lowest
level in three years. The average amount saved for college
is $10,040.

About half of the families saving for college are using general
savings accounts. These families could be missing out on the
potentially higher yields that may be available from other
types of savings vehicles, such as 529 college savings plans
or investment accounts.

Four in 10 parents are confident they will be able to meet
the future costs of college. Notwithstanding the depressed
savings results, confidence is nearly three times higher
among parents who are saving for college (63%) than those
not saving for college (23%).

Sallie Mae | Ipsos

Each family has its own strategies for planning how to

pay for college and for being successful savers. Some set
monetary goals while others focus on process. Some of the
various strategies parents are increasingly adopting include:

+ Concentrating all of their college savings in a single
savings instrument (69%)

« Automatically depositing funds into a college savings
account (41%)

+ Allocating a specific amount for college each pay
period (31%)

+ Using online tools and calculators to help estimate
college costs or savings goals (26%)

+ Reducing personal spending in order to contribute
more to college savings (26%)

OOO Families who save for college have differing

.“ views from families who are not saving for

college regarding resources to be used to
pay college costs. Families who are saving anticipate that
combined savings — parent, student and extended family
contributions —will cover 56 percent of college costs,
scholarship or grant money will cover 23 percent of costs,
and loans will pay the remaining 22 percent. Families who
are not saving for college anticipate that only 39 percent of
costs will be paid from savings, scholarships or grants will
pay for 35 percent of costs, and loans will pay 27 percent.

Correspondingly, among families who have discussed
paying for college with their child, those saving for college
are more likely to have talked about using parent and
student savings to pay, whereas families who are not saving
for college are more likely to have talked about scholarships,
student loans, and work-study as ways to pay.

Families not saving for college primarily point to lack of
funds as the reason for not saving (61%). While about 4 in 10
expect that they will begin saving within the next five years,
the majority of those not currently saving for college have
no plans to begin.
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— About four in 10 families have created a plan
— for how to pay for college. We know from How
&= America Pays for College 2014* that families with
a plan to pay for all years of college enjoy more benefits:

« Students in these families borrow about half as much
as students in families without a plan

« Students in these families are more likely to attend
college full time and pursue a bachelor’s degree

+ They are less likely to restrict school choice because
of cost

« Parents are less worried about economic factors that
could restrict their child’s future enrollment

While families who plan and those who do
ﬁ not plan equally agree that creating a plan

is challenging, and that it is more difficult
for them to plan and save for college than it was for their
parents, families who plan are more likely to see the benefits
of having a plan to pay for college. Ninety-four percent
agree that having a plan to pay for college helps ensure
that college will be affordable, compared to 80 percent of
those who don’t have a plan. Eighty-four percent agree that
children are more likely to attend college when they know
some funds have been set aside for college, compared with
60 percent of non-planners. A greater portion of planners
than non-planners agree with all values statements
associated with college —such as willingness to stretch
financially, and achievement of the American Dream.

Overall, How America Saves For College 2015
@ illustrates that saving for college can be

challenging for families. There is a substantial
portion of families with college aspirations who have not
begun to save or plan for how to pay for college, which could
severely limit their higher education options. However,
while many parents feel a degree of worry over costs,
and are overwhelmed by the prospect of saving, they also
feel optimistic that their children will eventually enrollin
college. Many parents continue to develop strategies and
adopt behaviors that help them stay on track with their
paying-for-college plans, and are persistently motivated by
their belief in the opportunities college can provide.

! Sallie Mae and Ipsos (2014), How America Pays for College 2014

Sallie Mae | Ipsos
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3 Discussion of Findings

American parents greatly value higher education, both

from an academic and an experiential perspective. In the
current environment, however, parents are finding it harder
to set aside the necessary funds that will enable their
children to take full advantage of a college education. On
the other hand, the increasing cost of college has effectively
motivated families to adopt a variety of saving strategies
and utilize college-saving specific vehicles and tools to help
them save and plan to pay for college. In Sallie Mae’s How
America Saves for College 2015, we examine families’ feelings
about saving for college and their actions, including how
much they save for college and the vehicles they use.

How America Saves for College 2015 finds the value of
higher education to be nearly universal. Nine in ten
parents (89%) believe that college is an investment in their
child’s future, consistent with results from previous years.

Parents cite a number of different reasons for sending

their child to college, from very personal to global reasons.
At the personal level, certainly there is a perceived financial
impact. Most parents believe that their child will earn more
money (84%) with a college degree. Nearly 8 in 10 parents
(78%) feel a college degree is more important today than

it used to be. This sentiment is more strongly held among
Hispanic and African-American parents (87% and 81%,
respectively), compared with White parents (76%).

The prospect of higher earnings is not the only value parents
place on a college degree. At a broader level, a large number
of parents (65%) believe in sending their children to college
for the social and intellectual experience, regardless of the
effect on future earnings. Many are inspired to achieve the
American Dream. In fact, 90 percent of parents saving for
their child’s future college education agree that achieving

a college education is part of the American Dream, as do
three-quarters (76%) of parents not currently saving

for college.

89% of parents believe that college is
an investment in their child’s future

Given the perceived effect on their children’s future, a vast
majority of parents (84%) are willing to stretch themselves
financially in order to send their children to college — an
event which most parents view as quite likely.

Not only do an overwhelming majority of parents

value college, most strongly expect their child will

take advantage of the opportunity to attend. Among
respondents whose children are not yet attending college,
93 percent believe that their child is likely to attend some
type of higher educational institution, with two-thirds (69%)
believing it is extremely likely. Higher-income families?

are more apt to express a strong likelihood of their child’s
college attendance (81%) than middle-income families
(69%) and low-income families (63%). A higher proportion of
African-American parents (11%) than Hispanic (9%) or White
parents (6%) think it is unlikely their child will attend college.

93% of parents believe that their
child is likely to attend some type of
higher educational institution

Three-quarters of parents already have some idea of the
type of college their child will attend. Parents’ prevailing
notion is that their child will attend an in-state four-year
public college (36%). Expected enrollment in other college
types is much lower: a two-year public or community college
(13%), a four-year private college (9%), an out-of-state four-
year public college (8%), and a two- or less-than-two-year
private or technical college (5%).

2 For the purposes of this study, low-income is defined as households with an annual income of less than $35,000; middle-income with an annual income from
$35,000 to less than $100,000; and high-income with an annual income of $100,000 or more.
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While parents see the value of college and generally expect
their children to attend, they also recognize the cost-related
challenges of such a significant step.

Saving-for-College Sentiment

Parents juggle feelings of being overwhelmed by saving
for college with doing the right thing. Fifty-nine percent
of all parents express some degree of trepidation about
saving for college. Twenty-nine percent of parents feel
worried, 29 percent feel overwhelmed, and 28 percent feel
frustrated that they won’t have enough money to meet the
cost of college.

Parents who have not begun to save for college are nearly
twice as likely to express these sentiments as parents who
have started saving (37% vs. 21% are worried, 38% vs. 20%
are overwhelmed, and 34% vs. 22% are frustrated that they
will not have enough money). Conversely, parents who have
begun saving for college are more than three times more
likely to report positive sentiments about saving for college:
43 percent of college-savers vs. 10 percent of non-college-
savers feel saving is the right thing to do, and 30 percent

of college-savers vs. 7 percent of non-college-savers

feel confident.

59% percent of all parents express some
degree of trepidation about saving for college

Regardless of saving status, parental worry increases and
confidence decreases as children get closer to college.
One-quarter of parents with children under age seven (25%)
and 27 percent of parents with children in grade school (age
7-12) are worried about meeting the cost of college. Thirty
percent of parents with children in high school feel worried;
among parents with children over age 18, this jumps to 40
percent. Congruently, confidence in ability to save drops
from 21 percent of parents with children under age seven
down to 14 percent of parents with a child over 18.

These beliefs about college, enrollment expectations, and
general barometers of sentiment form the context in which
families prepare for college. Taken together, these elements
form a cautiously optimistic outlook among parents —they
are able to see the value of the college experience, but are
still concerned about the challenge of saving enough money
to enable their children to attend.

Figure 1 — Parent Sentiments Toward Saving for College,
by Saving Status
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Parents who are saving for college are less likely to have
negative sentiments about the topic than parents who are
not currently saving for college.
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Parents who are saving for college are more likely to feel
confident about their ability to save than those who are not
saving for college.
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Savings Decrease

Although parents value college and are willing to stretch
financially to obtain the opportunity of college for their
children, college savings are decreasing. Even amidst
continued signs of economic recovery and rising income
levels, the amount of money families saved is lower than it
was the prior year —both in total and for college.

On average, parents have
saved $10,040 for college

Figure 2 — Average Amounts Saved — Overall and for College —
Year-Over-Year
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Families’ average amount of total savings has decreased, but the
proportion earmarked for college savings has remained constant.
As a result, the average amount saved for college has dropped, too.

3 Excludes retirement funds published in How America Saves for College 2014

This year, the aggregate amount of savings that families
reported for all purposes is $98,867, a 14 percent decrease
compared to last year’s $115,604.

Parents are allocating approximately 10 percent of their
total savings for their children’s college, a rate that has
remained stable over the past three years. However, since
savings overall are down, the dollar amounts being saved
for college are also lower. On average, parents have saved
$10,040 for college, a decrease from the previous year®
but similar to 2013’s $10,503. The average college savings
amount is at the lowest level in three years.

Figure 3 — Proportion of Parents Saving for
College, Year-Over-Year
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The proportion of families saving for college has
held relatively constant over the last three years.
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While the amount of dollars saved decreased, the
proportion of families saving for their child’s college
education remained steady for the third year in a row.
Forty-eight percent of families with children under the
age of 18 who have some intention of attending college
are saving for college, similar to last year’s 51 percent and

2013’s 50 percent — but down from 2009’s high of 62 percent.

The proportion of both low-income (36%) and high-income

Sallie Mae | Ipsos

Parents whose oldest child is under age 7 are the most
likely to report they are saving for their child’s college
education (55%), vs. parents of older children, those

age 7-12 (46%), age 13-17 (47%), and age 18 or older (44%).
In addition, parents of younger children are slightly more
likely to report that their level of saving for college held
steady orincreased compared to last year: 93 percent of
parents with children under age 7, and 91 percent with

families (73%) saving for college is similar to 2014 (34%
and 73%, respectively). Fewer middle-income families,
however, are saving for college this year (46%, compared
t051% in 2014).

children age 7-12 (vs. 88% of parents whose oldest child is
age 13-17, and 82% of those with a child age 18 or older).

Parents with an older child are more likely to have
decreased their savings in the last year. Eight percent of
parents with a high school age child and 13 percent of
parents with a child older than 18 decreased their savings
this year. College saving decreases were driven by an
increase in the cost of living (59%) or unexpected
expenses (50%).

The proportion of families saving for
their child’s college education —48% —
remained steady for the third yearin a row

Figure 4 — Reported Saving Compared to Prior Year
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While the majority of parents report saving the same amount this year as last year, regardless of the age of their child, those with older
children (age 18+) were more likely to report saving less in 2015 than in 2014, and those with children age 7-12 were more likely to report
saving more in 2015 than in 2014.
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93‘0. Families: Different Structures Save Differently

The modern family is constantly changing and the stereotypical “nuclear family,” consisting of a mother, father, and 2.5 kids
isn’t typical anymore. Today, three-quarters of children are living with both parents (74%), while 15 percent of children are
living with a single parent, 5 percent are living with a parent and a stepparent, and 3 percent are living half the time with
each parent.

Among families in which children aren’t living with two parents, paying for college is less likely to be a shared parental
responsibility. About half of single-parent (51%) and parent/stepparent (48%) households said that the other parent would
not be paying any college education expenses.

Single-parent families report saving more for their children’s college education ($11,868) than multiparent families. Parents
who live together have saved, on average, $10,341; families with children spending half their time with each parent have
average savings of $8,464, and families in which children live primarily with their parent/stepparent have saved an average
of $4,092 this year.

Although split-living arrangement families report lower average college savings of $8,464, 42 percent said each parent would
pay half the costs of college. If both parents are paying half the costs of college, and saving, these children could potentially
have twice that amount saved for their future college education.

Increases in saving for college occurred primarily in families
where parents had more money to save (37%), and among
families that either recently learned about how much
college will cost (32%), or evaluated their current savings
against their goal and determined they needed to save
more (32%).

Overall, more than two out of five parents not currently
saving for college plan to begin saving in the near future
(43%); 21 percent plan to begin within the next year,

and 22 percent plan to begin within the next five years.
However, another 2 out of 5 parents (41%) are not sure when
or if they will begin saving for their child’s future college
education. Another 16 percent of parents currently have no
plans to begin saving for college.

Families use a variety of vehicles to save for college. More
than two-thirds of families (69%) saving for college use a
single type of college savings vehicle, while one-third utilize
multiple vehicles for saving. This varies little by household
income: 69 percent of low-income families, 70 percent of
middle-income families, and 65 percent of high-income
families use just one vehicle.

General savings accounts are by far the most widely used
vehicle for college savings, mentioned by nearly half of
parents (48%). About one-quarter use either 529 college
savings plans (27%) or checking accounts (23%). Fewer than
one in five use any of the other types of savings vehicles.

Parents are most likely to have started saving for college in
a general savings account. Among those who use multiple
vehicles to save for college, 24 percent started saving for
college that way, and 37 percent named it as their first or
second type of account. About 1 in 10 parents started saving
for college either through a piggy bank (12%), a 529 plan
(12%), or a checking account (11%).

General savings accounts are by far the most
widely used vehicle for college savings

Though general savings accounts are used most frequently,
reported balances are lower than several other types of
savings vehicles. The highest average total college savings
are reported by families using 529 plans ($11,590 among
users) or investments* ($9,270). Certificates of deposit
($6,819), followed by general savings accounts ($3,419),
accounted for the next highest amounts.

* Respondents were asked to exclude investments associated with 529 plans, 401k plans, or other retirement savings vehicles.
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Most savings vehicles are used at roughly equal rates across
income groups, with the exception of savings plans designed
specifically for college savings. The most frequently used
dedicated college savings accounts — 529 plans —are more
than twice as likely to be utilized by high-income families
(49%) than by either middle-income (20%) or low-income
families (17%).

The highest average total college
savings— $11,590 — are reported by
families using 529 college savings plans

While 529 plans are the most widely used dedicated college
savings account type, their use has remained steady over
the past three years. Twenty-seven percent of college savers

Figure 5 — Frequency of Use of Savings Vehicles, Year-Over-Year
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reported using 529 plans this year, similar to the usage rates
reported in 2014 (29%) and 2013 (27%).

Lack of awareness may be contributing to lack of growth in
the use of 529 plans. Among those not utilizing 529 plans,
only four in ten parents (39%) report being aware of these
plans, similar to levels in 2014 (39%) and 2013 (37%). While
parents who are aware of 529 plans but are not using them
most frequently cite not having enough money to save in
that type of account (26%) as the reason for not using them,
the next most frequently cited reason is that they don’t
know enough about them (14%).

Families who save in account types not specifically designed
for college were asked whether they intend to use those
funds for college, or expect to use those funds for college
only if necessary. For the most part, a majority of families
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The proportion of families using each college-savings vehicle is similar year-over-year. General savings accounts continue to be the most

widely used vehicle to save for college.
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using the following types of vehicles fully intend to use their
savings for college:

« Certificates of deposit - online (52%)

« Certificates of deposit - local bank (50%)

+ General savings accounts - online (49%)

+ General savings accounts - local bank (57%)
+ Savings bonds (52%)

« Trusts (51%)

« Investments (50%)

+ Checking accounts (46%)

Among the 52% of respondents saving
for retirement, 12% are actively planning
to use at least part of their retirement
savings to help pay for college

Among the 52 percent of respondents saving for retirement,
12 percent are actively planning to use at least part of their
retirement savings to help pay for college. Seventy-one
percent of those saving for retirement say they would not

Figure 6 — Keeping Savings on Track, Year-Over-Year
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use any of their retirement money to pay for college, but
17 percent say they would be willing to draw on retirement
funds as a last resort to pay for college.

Regardless of the vehicle used to save for college, savers
actively engaged in the process of saving for college.

They did so by seeking information from multiple sources,
adopting behaviors to facilitate saving, and finding ways to
generate money to set aside for higher education.

Saving for College Behaviors

Most parents who are actively saving for college have
turned to external sources for information on how to
save for college. Only 22 percent have not sought outside
assistance or guidance. Reliance on resource types varies
by income level.

« Friends and family are the most common sources
of information, used by one-third of parents (33%).
Low-income and middle-income households are more
likely to turn to friends and family (35% and 37%,
respectively) than high-income households (23%).

+ Online tools are more likely to be used by middle-
income and high-income households (both 28%)
compared with low-income households (18%).

Commit a certain percentage
of any ‘bonus’ money or tax
refund to college savings

Revisit college savings
amount and college savings
goal at least annually to
make adjustments as needed

® 2015
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+ High-income households are more likely to use
financial advisors (36%) than low-income or
middle-income households (both 19%).

Despite a drop in amounts saved, families are adopting
behaviors to facilitate the process of saving.

« Forty-one percent automatically deposit funds into a
college savings account, an increase from last year’s
33 percent

« Thirty-one percent set aside a goal amount for
college savings each pay period, also an increase
from 2014 (26%)

+ Nineteen percent commit a certain percentage of tax
refunds or bonus money to college savings

« Twelve percent revisit college-savings goals annually
and make adjustments

41% automatically deposit funds into
a college savings account, an increase
from last year’s 33%

Families also keep college savings on track by finding ways
to generate extra money to put toward higher education.

« Twenty-six percent have reduced their
personal spending

+ Twenty-four percent have reduced
household spending

+ Seventeen percent are working more hours

+ Twelve percent participate in a college-savings
rewards program

« Nine percent ask friends and family to donate to the
college fund in lieu of giving their child gifts

« Seven percent transferred a portion of the amount they
had been paying toward their own student loans into
the college savings fund after their student loans were
paid in full

When asked specifically about savings goals, fewer than half
(45%) said they set a goal amount. Twenty-seven percent
said they do not have a goal and another 28 percent aren’t
sure. Parents whose eldest child is age 13-17 or 18 and older
are less likely to have a college-savings goal (39% and 29%,
respectively, have a goal) than parents of children age 7-12
(47%) and age 0-6 (56%). Among parents who have set a
goal, parents of pre-teen children, age 7-12, have a higher

Sallie Mae | Ipsos

average goal amount ($73,590) than parents with children
age 0-6 ($55,018) and parents of teens ($51,158). Eighty-one
percent of those who have set goals are confident they will
save that amount.

Parents started saving for college when their eldest child
was, on average, 6.5 years old. Among families currently
saving for college, most plan to continue saving for at least
the next five years with a greater proportion planning to
increase their savings amount (57%) than to save at the
same rate (37%); only 7 percent plan to decrease their
savings. The majority (53%) plan to continue saving until
their youngest child completes college while nearly
one-third (29%) plan to stop saving when their child
begins college. Eighteen percent are unsure when they
will stop saving.

Planning how to pay for college helps families stay on
track with college savings. For many families, planning

is a key aspect of preparing for college: a much higher
proportion of parents who have created a plan to pay for
college are confident that they will be able to meet the costs
of college (69%) than parents who have no plan (23%).

Not all families who have a plan are actively engaged in
saving for college. Conversely, not all families actively saving
have a plan that guides their saving. Forty-two percent of
parents say they have created a plan for how to pay for
college. This proportion is similar to 2014 (41%) and 2013
(38%), and lower than the total proportion who are saving
for college.

20% of parents without a plan to pay for
college said they have not created a plan
because they didn’t know how to get
started or what to consider

High-income families are most likely to report they have

a plan for paying for college (64%, compared to 41% of
middle-income families and 30% of low-income families).
Both African-American and Hispanic parents are more likely
to report they have a plan for paying for college (47%) than
White parents (42%). This difference among racial/ethnic
groups is persistent across income levels within those racial/
ethnic groups.
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& Strategies for Success

Every parent has his or her own strategy for saving for college. Different strategies work for different people. Two main types
of strategies employed by respondents are goal orientation and process orientation. Goal-oriented parents prefer to have
concrete, quantifiable numbers at established intervals, such as weekly or annually, while process-oriented people focus less
on specific amounts and more on general behavior.
More than half of parents (55%) are goal-oriented. Figure 7 — Parent View of Saving Success
These parents have set specific dollar amount targets,

but measure progress at differing intervals: 21 percent Process-

Goal-

believe in setting an overall savings goal to reach by the or|ent.ed . onente.d
. L : . strategies - 19% strategies
time their first child starts college; 19 percent think that (45%) SEIIIENY chicing planncd (55%)
contributing to the fund on a weekly/monthly oron a contributions
per- paycheck basis is the best strategy for success; and 15%
Achievin,
15 percent set an amount to reach by the end of each year. 25% Hemee

contributions
General fund

growth

Fewer than half of parents (45%) in this year’s study do not
believe that setting a dollar amount is the best way to
succeed at saving for college (a defining characteristic of
process orientation). One-quarter of parents say they feel
successful by watching their college fund balance increase,
regardless of how quickly or how high it rises; and another While more parents employ goal-oriented strategies

20 percent feel successful by not withdrawing money from rather t;w;n process-oriented strategies, both can lead to
the college savings fund to pay for other family expenses. successirsaving.

Goal-oriented parents tend to start saving a little later, when their first child is 7 years old, compared to process-oriented
parents who start saving, on average, when their oldest child is 6 years old. Getting a jump start on college savings could
explain why process-oriented parents have saved approximately seven percent more than goal-oriented parents
(510,462 vs. $9,753).

Parents who have set a total goal amount, and parents who concentrate on not withdrawing money, have the most money
saved for their children’s future college education (514,051 and $14,047, respectively).

Despite the contrast between these orientations toward saving for college, one point in common is that the vast majority of
these strategic savers do have a plan to pay for their children’s college education. Nearly three-quarters of weekly/monthly
contributors (73%), yearly goal setters (73%), and total goal setters (72%) have created a plan to pay for their children’s college
education. While a higher percentage of goal-oriented parents have a plan for college, having a plan is common among
process-oriented parents as well. Approximately two-thirds of parents who prefer to watch the fund grow (64%)

and parents who concentrate on not withdrawing money (68%) have created a plan to pay for their children’s future

college education.

Both goal-oriented and process-oriented strategies have their own benefits and can lead to successful saving. Goal-oriented
parents are slightly more inclined to have a plan to pay for college. Process-oriented parents, however, are more inclined to
start saving early and have slightly more money put away for their children’s future education.
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Families who are saving for college and have developed a
plan to pay for college have saved, on average, $11,102 —
46 percent more than the average amount of $7,610 saved
by families without a plan.

Not having a plan to pay for college does not, however,
indicate a lack of importance. Among those families without
a paying-for-college plan, only 2 percent said they didn’t
think planning was important. Rather, the issue appears to
center around availability of and exposure to information.
Twenty percent of parents without a plan said they have not
created a plan because they didn’t know how to get started
or what to consider, and 17 percent said they didn’t know
where they could get free assistance with planning.

Current savers are four times more likely to say they have

a plan (70%) than parents who have not yet started saving
for college (16%). Parents who are saving but have not
created a plan most often said they had no plan because
their child was too young (31%). Non-college-saving parents
with no plan most often said they couldn’t afford to save,
therefore they saw no point in planning (60%).

79% of parents believe that it is more difficult
for today’s parents to save and pay for college
than it was for their parents’ generation

Parents with a plan engage in a number of activities
designed to facilitate their plans, including:

+ Saving money (56%)

+ Researching college costs (30%)

+ Opening child’s own savings account (31%)

« Investing in their child’s skills to increase the chance
of scholarships (28%)

+ Researching financial aid eligibility guidelines (28%)
Approximately one in five parents pursued each of
the following:

+ Discussed with other parents how they are paying
for college (21%)

+ Purchased life insurance to cover college costs (19%)

+ Researched colleges with excellent employment rates
to increase child’s ability to repay student loans (17%)

+ Set parameters on the cost of college their child
may attend (17%)
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Parents who have a plan and parents who do not have a
plan agree equally that creating a plan to pay for college is
challenging (86% and 85%, respectively). Both groups of
parents also equally agree (79%) that it is more difficult for
today’s parents to save and pay for college than it was for
their parents’ generation.

On the other hand, 94 percent of families who have a plan
agree that having a road map for how to pay for college

is important for ensuring college is affordable, compared
with 80 percent of families who have not created a plan.
And on the issue of increased likelihood of college
attendance, opinions differ even further. Eighty-four
percent of parents who have a plan to pay for college agree
that students are more likely to attend college when they
know some college savings have been set aside for them,
compared with 60 percent of those without a plan.

Parents who have created a plan to pay for college are
almost twice as likely as non-planners to have discussed
paying for college with their child (55% compared to 30%).
When asked which topics they had discussed with their
child, parents who had a plan were more likely than
non-planners to have discussed the use of parent savings
(29% vs. 12%) and the use of student savings (24% vs. 17%).

Parents without a plan were more likely than planners to
have discussed other types of funding sources with their
child, including the importance of earning scholarships
(60% vs. 51%), use of student loans (43% vs. 38%), and
work-study (41% vs. 30%).

Parents who are either saving or planning to pay for
college have similar levels of agreement regarding the
value of college and why they would want their child to
attend. These levels of agreement are higher than those
of parents who are not saving and those who have not
created a plan to pay for college. Fifty-seven percent of all
respondents are either saving for college or have created a
plan to pay for college.

Ninety-five percent of those saving for college and 96
percent of those who have a plan to pay for college agree
college is an investment, significantly higher than the
proportion of non-savers and non-planners who agree
(both 84%).
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These groups are most closely aligned on wanting their child
to attend college because they will earn more money with

a college degree. Eighty-eight percent of parents who save
and 90 percent of parents who have a plan agreed with this
statement compared with 80 percent of those who don’t
save or who don’t have a plan.

T7% of parents who save or plan agree
they would send their child to college for
the intellectual or social experience
regardless of future earnings

The widest gap between the saving/planning parents and
the non-saving/non-planning parents is their agreement
with sending their child to college for the intellectual or
social experience regardless of future earnings. Seventy-
seven percent of parents who save or plan agree they would
do this compared with 55 percent of those who aren’t saving
and 57 percent of those without a plan.

Sallie Mae | Ipsos

Figure 8 — Proportion of Families Saving or Planning to Pay
for College
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57% of all respondents are either saving for college or have
created a plan to pay for college.

@g Parents Face Obstacles when Saving for College

Families not saving for college typically are not saving all around. For the last three years of How America Saves for College,
parents not saving for college have had, on average, 65 percent less money saved for all purposes than those saving for
college. In 2015, non-college-savers have saved, on average, $42,938, while college-savers have, on average, $122,660

total savings.

By far, the top reason for not currently saving for college is that families don’t have enough money to save for their child’s
college education. Sixty-one percent of parents cite this as a major reason and 22 percent as a minor reason for not having
started saving for college. This is a more pressing issue among low-income and middle-income families (65% and 61%,
respectively, cite as a major reason), although more than four in ten high-income families (45%) also report not having

enough money as a major obstacle to saving for college.

Nearly two-thirds of non-college-saving parents aren’t saving for college because they believe their children will earn enough
financial aid/scholarships to cover the cost of paying for college (23% cite this as a major reason and 41% cite this as a minor
reason). However, scholarships and grants don’t typically cover the full cost of college. In How American Pays for College 2014,
undergraduate students reported receiving, on average, $3,644 from scholarships, and $2,883 from grants, which covered
about one-third (31%) of the total average cost of one year of a college education ($20,882).

While families who earn more money are likely to be more able to afford the cost of their child’s education, among non-
college savers, high-income parents are more likely to believe that their child is responsible for paying the cost. Nearly half of
high-income families (47%) attribute this as a reason why they have not started saving. Comparatively, 27 percent of low-
income families believe that paying for college is the child’s responsibility.

Seventy-nine percent of non-college savers agree that having a plan to pay for college is important for ensuring that college is
affordable for their family. Despite this, fewer than one in five (16%) non-saving parents are actively working on a plan for how
to pay for their child’s college education. Those who have a plan to pay for college are more likely to begin saving in the near
future (55%) compared with those who do not have a plan (41%).
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Figure 9 — Expected Sources of Funds for Future College Costs
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Non-college savers expect government grants, financial aid, student loans and scholarships to cover a greater share of future college

costs than savers do.

A much greater portion of parents who have
begun saving is willing to engage others
outside the immediate family in contributing
to the effort to save for their child’s education

Savers and non-savers have differing thoughts about how
they will cover the college bill. Parents who are saving

for college assume that a greater portion of college costs
will come from theirincome and savings (41% of costs) as
well as from their child’s savings (10% of costs), compared
with parents who are not saving (29% and 6% of costs,
respectively). Parents who are not saving assume a greater
share of college costs will come from other sources,
compared with parents who are saving, such as student
loans (21% of costs vs 14% among savers), grants (19% of
costs vs 11%), and scholarships (16% of costs vs 12%). While
neither group expects a large portion of college costs to be
paid by extended family or friends (savers estimate 6% of
costs and non-savers estimate 4%), a much greater portion
of parents who have begun saving is willing to engage others

outside the immediate family in contributing to the effort to
save for their child’s education (48% of savers are willing to
engage others compared with 33% of non-savers).

Conclusion

How America Saves for College 2015 confirms that a college
education is valued nearly universally by American families,
regardless of cost. Even though the prospect of paying

for college can produce feelings of frustration and worry,
American parents generally are willing to stretch themselves
financially to ensure their children can attend college.

Despite this high degree of commitment, financial
pressures are making it harder for families to set aside
money for college.

Roughly half of parents with children younger than 18 are
saving for college. While they continue to earmark roughly
10 percent of their total savings for college, the amount they
saved overall was less than in 2014, and the amount they set
aside for college was lower.
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Compounding this decrease is evidence that the types of
accounts families are using to save for college inadvertently
may be hindering how much they ultimately are able to
save. Nearly half of families saving for college are using
general savings accounts, which means they could be
missing out on the potentially higher yields that may be
available from 529 plans, investment accounts, or other
types of savings accounts.

Several noteworthy demographic factors emerge in this
study. Fewer middle-income families are saving for college

Sallie Mae | Ipsos

this year compared with the prior year. Single-parent
families are saving more for college than two-parent
families. High-income families are more likely to have a plan
for paying for college than low- or middle-income families.
African-American and Hispanic families are more likely to
have a plan than White families.

There is a clear correlation between planning and saving.
Parents with plans have saved 46 percent more than those
without plans, and they are three times more confident that
they will be able to meet the cost of college.

Sallie Mae’s 1-2-3 Approach to Saving for College

The findings of How America Saves for College 2015 reinforce the benefits of saving proactively, and the high cost of higher
education is a powerful motivator to do so. Sallie Mae encourages families to save for college by following the 1-2-3 approach:

1. Open a savings account. Set up and designate a savings account as your college fund. Deposit gifts from friends
and family, and sign up for free services that let you earn cash back to save for college.

2. Make regular contributions. Set a goal, and create a routine of adding money. Even a little bit adds up over time,

and automatic deposits make saving easy.

3. Explore tax-advantaged options. Put your money to work using dedicated college savings programs like
Coverdell Education Savings Accounts, prepaid state college savings plans, and 529 college savings plans.

More information about Sallie Mae’s commitment to helping students and their families feel financially ready for college

and beyon