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This brief examines proposals that would change the calculation of Pell grants—the
major program the federal government has to make higher education affordable to low-
income students—suggesting a new approach that would be reliant on only two family
characteristics and would be easier for families to understand. It follows earlier work in
Simplifying Federal Student Aid: How Do the Plans Stack Up?, in which we analyze how eight
different proposals to simplify the way we determine Pell grant eligibility would affect
different types of students (Rueben, Gault, and Baum 2015).

Under the current system, after students answer the 105-question FAFSA form, their Pell grants
are calculated based on their expected family contributions (EFCs)—estimates of what families can
afford to pay—which are then subtracted from the maximum grant amount. In our earlier work, three of
the eight proposals simplify the Pell application process through changes to the EFC calculation. The
remaining five proposals move away from the current system of allocating aid, determining awards
based on some combination of income, family composition and size, and number of family members
attending college (Rueben, Gault, and Baum 2015). Some use formulas and others use look-up tables,
with students receiving a certain Pell award if their family income falls within a certain range.! All have
winners and losers compared with the current system, but each would make knowing how large a Pell
grant would be awarded much more straightforward. It is clear from these proposals that the details
matter.

One of these proposals uses a two-factor formula based only on income and family size. This model
ties Pell amounts to how family income compares with the federal poverty level (FPL), which varies by
family size. Under this formula, families with incomes at or below 150 percent of the FPL would receive
maximum Pell awards; award amounts would phase down evenly from maximum Pell to zero for those



with incomes between 150 and 250 percent of the FPL. We conclude that splitting out the Pell grant
calculation from the rest of the federal aid application process using a formula like the two-factor
model, while maintaining a simplified EFC calculation for other types of aid, is optimal. Under such a
federal aid system, the Pell calculation would be transparent for students and their families, who could
then predict their Pell awards far in advance of college enrollment. The formula would be easily
adjustable to meet Pell cost targets, accommodating more or fewer students as funding levels and
application numbers change. Separating out Pell grants means not having to modify the EFC formula to
control Pell program expenditures, protecting that formula for other aid.

A proposal similar to what we consider under the two-factor model is the Financial Aid
Simplification and Transparency (FAST) Act, first proposed in 2014 and reintroduced in 2015 by
Senators Lamar Alexander (R-TN) and Michael Bennet (D-CO) and several cosponsors.? The FAST Act
bill includes look-up tables by family size that phase down awards depending on income as a percent of
the FPL. Maximum Pell awards would go to families with income up to 100 percent of the FPL and
awards would go to zero at 250 percent of the FPL? Though the awards under the FAST Act look-up
tables would decrease as income increases, they would not do so in a uniform way.4 Implementing a
model based on the FAST Act look-up tables that uses a formula for a smooth phase down of award
amounts would make award dollars less arbitrary. This formula would look similar to that of the two-
factor model we examine in the report (Rueben, Gault, and Baum 2015), but it would begin the phase
down of awards at a lower income threshold (100 rather than 150 percent of the FPL), limiting the
number of students receiving the maximum Pell award. The FAST Act proposal caps family size at eight
people, rather than six as under our original two-factor model, so awards go further up the income
ladder for larger families. Table 1 provides a breakdown of our sample of financial aid applicants by
income range relative to the FPL to show what share of students would be affected by these formulas.

TABLE 1
Share of Student Aid Applicant Sample by Income Range

Student aid applicant Share of student aid
Income as a percent of the FPL? sample applicant sample
<100% 4,374,653 35%
>100-150% 1,653,179 13%
>150-200% 1,268,820 10%
>200-250% 1,014,248 8%
>250% 4,200,196 34%
All 12,511,096 100%

Note: The modified NPSAS data sample has 64,440 observations representing 12.5 million students who applied for financial aid
in2011-12.
* Family size used for the FPL is capped at eight.
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In this brief, we take a further look into the possibility of awarding Pell grants using just two
characteristics (income and family size) and then include family composition to examine some equity
concerns that the original simplified formulas raise. We compare the two-factor model with the model
adapted from the FAST Act legislation to look at the effect of modifying the income threshold for
maximum Pell grants (table 2). We also consider an intermediate proposal with a phasedown of awards
beginning at an income level of 125 percent of the FPL—midway between these two proposals—and
with the same family size cap of eight as under the FAST Act model. Not surprisingly, the differences
affect the size of Pell grants awarded; our two-factor model awards larger grants for most students in
families between 100 and 250 percent of the FPL than would be awarded under the FAST Act model
because of the later onset of the phasedown from maximum Pell awards, but the FAST Act model gives
larger awards to some students in families of seven or more.

TABLE 2

Pell Simplification Proposals Using Two Factors

Proposal Maximum Pell No award Family size cap
Two-factor model < 150% of FPL 2250% of FPL 6
FAST Act model < 100% of FPL 2250% of FPL 8
Intermediate model < 125% of FPL 2 250% of FPL 8

There will always be tradeoffs between a simpler formula and more precise targeting. A model that
uses just income and family size does not take wealth into account; thus Pell awards for families with
significant assets but low incomes may be higher than in a model like the current system that accounts
for wealth. The current Pell formula takes family composition and family size into account, with
separate calculations for students who are dependent children, independents students with children,
and independent students without children. In the simplified models using two factors, because the
poverty levels used to determine awards are based on family size but not composition, students in small
families of two or three members with a parent and child get smaller Pell grants than under our current
system. This raises the question of fairness in terms of family structure: despite all having family sizes of
two, should a single parent with a child in college or a college student with a child be treated the same as
a married student without any dependents? This brief will also consider the effect of treating small
families with children more generously (detailed further below) as an option to address equity concerns
under these proposals.

For the estimates in this brief, we use the same modified 2011-12 National Postsecondary Student
Aid Study (NPSAS) sample of undergraduate students who applied for financial aid as in our report.5 We
estimate their actual Pell awards using information in the data and compare these baseline estimates to
our estimates of awards under each proposal.é We use the same sample of students for each proposal
and assume a maximum grant of $5,550 (the maximum Pell grant award for the 2011-12 school year)
for full-time students for all proposals. We also apply the same rules about minimum grant size and how
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grants vary with enrollment intensity.” In addition, all three proposals, as modeled, remove the cost-of
attendance adjustment from the calculation of Pell awards.? In all estimates, we use information on
applications from the 2011-12 academic year and income information from 2010.

To examine if there is a simple way to be more generous to small families with dependent children,
we look at how our estimates will change if we use a more generous income measure to provide extra
support to students in these families (table 3). The small-family alternative formulas would cover
families of two or three people in which the student has a dependent child as well as those in which the
student is a dependent. We allow for more generous awards for these families by using the FPL for a
family size of four rather than for the actual family size (of two or three) in their Pell formula. Thus, a
two-person family with a single parent and a dependent child in school would be eligible for a maximum
Pell award in 2011-12 based on a FPL of $22,050 rather than $14,570.

TABLE 3
Effect of Estimated Simplification Proposals on Pell Grant Awards for 2011-12 Financial Aid
Applicants

Baseline
Changein recipients Students
number of Pell Change in within $500 receiving
Change in cost recipients from average Pell of baseline maximum Pell

Proposal from baseline baseline award Pell awards®
Original
Two-factor model $0.14 billion -201,192 $102 73% 48%
FAST Act model -$2.50 billion -283,665 -$191 64% 35%
Intermediate model -$1.07 billion -225316 -$37 69% 42%
Small-family alternative
Two-factor model $1.72 billion 117,261 $157 76% 52%
FAST Act model -$0.84 billion 42,821 -$118 72% 38%
Intermediate model $0.56 billion 92,277 $29 76% 46%

Number of

Cost recipients Average

Baseline estimates $28.32 billion 8,314,267 award $3,407 41%

Notes: Proposal estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied
for financial aid in 2011-12. Average awards are for those who receive a nonzero award. Original uses actual family size (with the
specified cap). Small-family alternative uses a family size of four for small families of two or three with dependent(s).

? The maximum Pell award accounted for here, $5,550, is before adjusting for enrollment intensity. The percentage given is out of
the full student sample (not limited to recipients under the proposal).

The proposals are all close to cost neutral relative to actual 2011-12 Pell costs, ranging from a
savings of almost 9 percent (under the FAST Act model) to an additional cost of less than 1 percent
(under the two-factor model, which provides the maximum Pell grant up to 150 percent of the FPL).
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Switching from the original to the small-family model would serve more students and increase average
awards, leading to some cost increases for each plan. Even so, the alternative FAST Act model would
remain less expensive than the current Pell program (saving 3 percent), and the increased cost under
the alternative two-factor model, the most generous of the three proposals, would only be about 6
percent.

Families of two or three with dependents in which the student is a parent or a child represent 35
percent of the student sample and 40 percent of actual Pell recipients. These families represent a
disproportionate share of baseline recipients who are worse off under the proposals using two factors.
Small families with dependents account for 55 percent of baseline recipients who receive smaller
awards under the two-factor model (and 52 percent under the FAST Act model). Providing more
support to these families by switching to the small-family alternative formula means they represent a
lower portion of baseline recipients who receive smaller awards under the proposals—just 20 percent
under the two-factor model and 32 percent under the FAST Act model.

There are ways to simplify how we award Pell grants that will maintain equity across groups and
make the aid transparent and predictable in advance of college enrollment. This brief illustrates how
three policy details would affect the distribution of Pell grants and the cost to the federal government.
Having an automatic maximum Pell award up to 150 percent of the FPL under the two-factor model
formula would mean 74 percent of Pell recipients would be eligible for a maximum Pell grant (before
adjusting for enrollment intensity).” In contrast, if the size of Pell awards began falling after 100 percent
of the FPL as under the FAST Act model formula, only 54 percent of proposal recipients would be
eligible for a maximum award. The higher cap of eight on family size under the FAST Act model would
provide more support to families of seven or more, although these large families account for just 2.5
percent of our student sample.

Finally, our solution of using an alternate higher poverty level for small multigeneration families is a
simple modification that recognizes that there is a difference between a married student without any
dependents and a family with a parent and child, one of whom is in college. Any of these formulas could
be programmed into an app for a smartphone or tablet, with the student needing to answer three
qguestions:

1. What s your family income?
2. How many people are in your family?
3. Areyou or one of your family members a dependent child?

We are excited by the attention that simplification of the financial aid process is receiving. This brief
is meant to illustrate how details matter. Simplification is important, and we hope this analysis aids in
designing better legislation and understanding different tradeoffs when considering reform. Appendix A
provides more detailed information about the distributional effects of changing Pell grant calculations
under the six options outlined.

SIMPLIFYING FEDERAL STUDENT AID 5



Appendix A

Two-Factor Proposal

Description

Our two-factor model uses the 2010 FPL guidelines by family size to calculate Pell amounts, with family

size capped at six people.’® Applicants (parents for dependent students and students and/or spouses for
independent students) with an adjusted gross income (AGI) equal to or below 150 percent of the FPL for
their family size would receive the maximum Pell grant of $5,550in 2011-12. The award amount would

phase out evenly between 150 and 250 percent of the FPL, where Pell grants would go to zero.

This proposal is easily translated into look-up tables that display Pell awards by income levels and
family size, but the actual calculation would use a formula for awards between 150 and 250 percent of
the FPL:

$5,550

Pellpyitime = $5,550 — (AGI — 150% of FPL) x Gso% of FPL—150% of FrD"

Estimates

Under our two-factor model, award amounts average $102 more than the baseline, but, as 201,192
fewer students are served, the proposal is nearly cost neutral. The decrease in recipients is driven by a
decrease in the number of awards to students with AGI above $60,000, as the number of recipients with
parent (dependent) or student (independent) AGls at or below $35,000 actually increases. Recipients
with incomes above $80,000 are totally eliminated under this proposal. Adjusting the formula to better
accommodate small families with dependent children would increase average awards even further and
actually adds 117,261 recipients compared with the baseline, resulting in an added cost of $1.72 billion.

Much of the cost increase comes from increased average award amounts to lower-income students,
offsetting the decreased costs from fewer awards and lower average grants in the higher AGI brackets
(table A.1). Under the original two-factor model, comparing who gains and who loses from our baseline
estimates, 73 percent of baseline Pell recipients are within $500 of their baseline award, 12 percent
receive larger awards, and 15 percent receive smaller awards. Recipients with incomes of $35,000 or
less have the same or larger awards 95 percent of the time. Most students whose Pell grants decline
have higher incomes; only 5 percent of all baseline recipients no longer receive an award under the
proposal, but the majority of baseline recipients in the higher-income groups lose Pell grants. These
patterns in part reflect the elimination of the adjustment for number of students in the family in college
and the use of the FPL for a family of six to determine income limits for families with seven or more
members."! Moving to the small-family alternative for the two-factor model, families fare even better,
particularly those in the mid-income range of $20,000 to $50,000 (table A.2). Seventy-six percent of
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baseline recipients receive awards within $500 of their baseline amount and another 15 percent receive
larger awards.

TABLEA.1

Pell Estimates under the Two-Factor Model

Number of Average Change in Pell for Actual Recipients
Adjusted gross Pell proposal Total cost Within
income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,938 $4,169 81% 19% 0%
$15,001-20,000 997,821 $3,862 $3,854 73% 26% 0%
$20,001-25,000 881,216 $3,487 $3,073 81% 15% 4%
$25,001-30,000 675,335 $3,551 $2,398 72% 10% 18%
$30,001-35,000 498,212 $3,105 $1,547 56% 15% 29%
$35,001-40,000 361,914 $3,149 $1,140 44% 15% 41%
$40,001-50,000 510,917 $2,375 $1,213 30% 14% 56%
$50,001-60,000 237,544 $1,803 $428 18% 7% 74%
$60,001-80,000 96,748 $1,147 $111 9% 3% 88%
$80,001-100,000 0 0% 0% 100%
>$100,000 0 0% 0% 100%
Total 8,113,075 $3,509 $28,466 73% 12% 15%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aidin 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).
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TABLEA.2

Pell Estimates under the Two-Factor Model with Small-Family Alternative

Number of Average Change in Pell for Actual Recipients

Adjusted gross Pell proposal Total cost Within

income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,938 $4,169 81% 19% 0%
$15,001-20,000 997,821 $3,862 $3,854 73% 26% 0%
$20,001-25,000 881,216 $3,527 $3,108 84% 16% 0%
$25,001-30,000 675,400 $3,869 $2,613 87% 13% 0%
$30,001-35,000 503,418 $3,845 $1,936 66% 34% 0%
$35,001-40,000 423,866 $3,670 $1,556 53% 37% 10%
$40,001-50,000 692,253 $2,442 $1,691 42% 26% 31%
$50,001-60,000 307,438 $1,559 $479 22% 7% 70%
$60,001-80,000 96,748 $1,147 $111 9% 3% 88%
$80,001-100,000 0 0% 0% 100%
>$100,000 0 0% 0% 100%
Total 8,421,528 $3,564 $30,048 76% 15% 9%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aidin 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).

FAST Act Proposal

Description

This proposal reflects our implementation of a formula based on the FAST Act look-up tables (rather
than the FAST Act look-up tables themselves). Like the two-factor proposal, the FAST Act model
formula uses 2010 FPL guidelines by family size to calculate award amounts for Pell grants. The family
size cap is higher than the two-factor proposal at eight people. Families with AGI of 100 percent of the
FPL or less (according to their family size) receive the maximum 2011-12 Pell award of $5,550. Award
levels phase down between 100 and 250 percent of the FPL, and families with income of 250 percent of
the FPL or more are not eligible for Pell.*?

The FAST Act model would use a formula to determine awards between 100 and 250 percent of the
FPL:

$5,550

Pellputime = $5,550 = (AGI = 100% of FPL) * gz —rooron).
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Estimates

Relative to the baseline, the number of recipients under the FAST Act model decreases by 283,665; with
average awards decreasing by close to $200, the cost decrease under the FAST Act is $2.50 billion.
However, average awards increase for low-income families with AGls at or below $20,000. Adding
support for small families with children increases average awards relative to the original FAST Act
model, closing the gap to $118 below average baseline awards. Although award dollars under the
alternative FAST Act model are less generous than current awards, there are 42,821 more recipients
than under the baseline, with the most notable increase in recipients for families with AGls in the
$20,000 to $50,000 range.

Sixty-four percent of baseline recipients receive FAST Act model Pell awards within $500 of
baseline awards, 7 percent receive larger awards, and 29 percent receive smaller awards (table A.3).
More baseline recipients start to lose award dollars under the FAST Act model as we move up the
income ladder, with a majority receiving smaller awards starting at incomes of $25,000. The small-
family alternative formula increases those within $500 of their baseline award to 72 percent and
decreases those with smaller awards to 20 percent (table A.4). Even so, beginning at $30,000, a majority
of baseline recipients receive smaller awards.

TABLEA.3
Pell Estimates under the FAST Act Model

Number of Average Change in Pell for Actual Recipients
Adjusted gross Pell proposal Total cost Within
income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,835 $4,059 87% 13% 0%
$15,001-20,000 996,668 $3,500 $3,488 74% 18% 9%
$20,001-25,000 877,721 $2,999 $2,633 59% 9% 32%
$25,001-30,000 659,862 $2,906 $1,918 38% 5% 57%
$30,001-35,000 480,803 $2,367 $1,138 25% 4% 71%
$35,001-40,000 351,835 $2,307 $812 17% 4% 79%
$40,001-50,000 488,179 $1,694 $827 15% 3% 81%
$50,001-60,000 218,897 $1,380 $302 12% 2% 86%
$60,001-80,000 97,158 $1,129 $110 9% 2% 89%
$80,001-100,000 6,112 $720 $4 1% 0% 99%
>$100,000 0 0% 0% 100%
Total 8,030,602 $3,216 $25,823 64% 7% 29%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aid in 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).
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TABLE A4
Pell Estimates under the FAST Act Model with Small-Family Alternative

Number of Average Change in Pell for Actual Recipients
Adjusted gross Pell proposal Total cost Within
income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,835 $4,059 87% 13% 0%
$15,001-20,000 996,705 $3,603 $3,591 80% 19% 1%
$20,001-25,000 877,869 $3,342 $2,934 88% 11% 1%
$25,001-30,000 660,388 $3,414 $2,255 52% 6% 41%
$30,001-35,000 493,648 $2,890 $1,427 38% 9% 53%
$35,001-40,000 420,431 $2,594 $1,091 32% 8% 60%
$40,001-50,000 681,366 $1,684 $1,147 29% 8% 63%
$50,001-60,000 270,042 $1,233 $333 15% 2% 83%
$60,001-80,000 97,158 $1,129 $110 9% 2% 89%
$80,001-100,000 6,112 $720 $4 1% 0% 99%
>$100,000 0 0% 0% 100%
Total 8,357,088 $3,289 $27,483 72% 8% 20%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aid in 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).

Intermediate Proposal

Description

As an option midway between the two-factor model and the FAST Act model, the intermediate model
likewise bases Pell awards on income as a percent of the 2010 FPL guidelines by family size. Family size
is capped at eight people, as with the FAST Act model. Families with income at or below 125 percent of
the FPL are eligible for Pell awards of $5,550, the maximum award level in 2011-12. Between 125 and
250 percent of the FPL, Pell awards phase down uniformly before going to zero at 250 percent of the
FPL.

The intermediate model formula for families with income between 125 and 250 percent of the FPL
would be as follows:

$5,550

Pellpuutime = $5,550 = (AGI = 125% of FPL) * (gzrrpr—rym=rron):
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Estimates

At $3,370, overall average Pell awards under the intermediate model are close to that of the baseline
($3,407). Total cost under the original intermediate model formula is about $1 billion less than under
the baseline because there would be 225,316 fewer recipients. Switching to the small-family alternative
boosts the average award to slightly above the baseline amount (by $29) and the number of recipients
exceeds those under the baseline by 92,277. Relative to the baseline, the small-family alternative for
the intermediate model adds $0.56 billion in cost.

Sixty-nine percent of baseline recipients receive awards within $500 of their baseline amount using
the intermediate model; 10 percent receive larger awards, and another 21 percent receive smaller
awards (table A.5). Adjusting for small families with dependents improves the comparison for baseline
recipients to 76 percent receiving awards within $500, 12 percent with larger awards, and 13 percent
with smaller awards (table A.6). Those losing out under the intermediate model are more concentrated
further up the income distribution. Under the intermediate model, the number of recipients starts
decreasing relative to the baseline for AGI groups of above $35,000, resulting in smaller awards for a
majority of baseline recipients above this income level. The incorporation of the small-family alternative
into the proposal pushes this up further to see fewer recipient families than under the baseline
beginning at income groups of above $50,000.

TABLE A.5

Pell Estimates under the Intermediate Model

Number of Average Change in Pell for Actual Recipients
Adjusted gross Pell proposal Total cost Within
income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,924 $4,154 81% 19% 0%
$15,001-20,000 997,351 $3,709 $3,699 75% 24% 1%
$20,001-25,000 879,095 $3,291 $2,893 75% 13% 13%
$25,001-30,000 668,340 $3,263 $2,181 57% 7% 36%
$30,001-35,000 493,321 $2,713 $1,339 42 % 8% 49%
$35,001-40,000 356,434 $2,702 $963 33% 7% 60%
$40,001-50,000 503,902 $1,973 $994 23% 6% 70%
$50,001-60,000 228,556 $1,594 $364 17% 4% 80%
$60,001-80,000 101,913 $1,293 $132 8% 5% 87%
$80,001-100,000 6,671 $815 $5 2% 0% 98%
>$100,000 0 0% 0% 100%
Total 8,088,951 $3,370 $27,257 69% 10% 21%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aid in 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).
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TABLE A.6

Pell Estimates under the Intermediate Model with Small-Family Alternative

Number of Average Change in Pell for Actual Recipients
Adjusted gross Pell proposal Total cost Within
income recipients award (in millions) $500 Larger Smaller
$0 1,074,170 $3,674 $3,946 96% 4% 0%
$1-5,000 806,955 $3,803 $3,069 97% 3% 0%
$5,001-10,000 913,832 $3,850 $3,518 96% 4% 0%
$10,001-15,000 1,058,409 $3,924 $4,154 81% 19% 0%
$15,001-20,000 997,351 $3,720 $3,710 75% 25% 1%
$20,001-25,000 879,135 $3,457 $3,039 86% 14% 0%
$25,001-30,000 668,529 $3,822 $2,555 88% 11% 0%
$30,001-35,000 500,004 $3,367 $1,684 61% 18% 20%
$35,001-40,000 422,317 $3,071 $1,297 48% 17% 34%
$40,001-50,000 690,542 $1,993 $1,376 38% 13% 49%
$50,001-60,000 286,716 $1,403 $402 20% 4% 76%
$60,001-80,000 101,913 $1,293 $132 8% 5% 87%
$80,001-100,000 6,671 $815 $5 2% 0% 98%
>$100,000 0 0% 0% 100%
Total 8,406,544 $3,436 $28,887 76% 12% 13%

Notes: Estimates are for a NPSAS data sample of 64,440 observations representing 12.5 million students who applied for financial
aidin 2011-12. Average awards are for those who receive a nonzero award. Change in Pell percentages are for the sample of
47,190 actual Pell recipients (8,314,267 weighted).
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Notes

10.

11.

12.

We use the term family income throughout this brief to indicate the adjusted gross income (AGlI) of the student
(and his/her spouse if married) for independent students and parental AGI for dependent students.

Financial Aid Simplification and Transparency Act of 2015.S. 108. 114th Congress (2015).

For family sizes of one, awards phase out to zero at a lower percent of the FPL (200 percent) than other
families.

In the look-up tables included in the bill text, awards decrease as incomes increase, with the exception of a few
typos.

We first limit the full 2011-12 NPSAS sample of 95,100 undergraduate students (23,055,442 weighted) to
those students who also have FAFSA data records for that year available from the Central Processing System
(CPS 2011-12), yielding a sample of 78,700 students (15,444,428 weighted) who applied for aid. From these
students, we drop those attending multiple institutions in the 2011-12 school year and those with missing
actual EFC data or missing variables necessary to estimate EFC. After calculating the baseline Pell awards for
our restricted sample, students who are estimated to be Pell eligible but do not receive an actual Pell award
and students who are not estimated to be Pell eligible but do receive actual Pell are dropped from the sample,
as these are students for whom we are not able to accurately estimate Pell. For more information on the data
sample and our baseline estimates, see appendix A in Rueben, Gault, and Baum (2015).

Our baseline simulations rely on a methodology similar to Dynarski, Scott-Clayton, and Wiederspan (2013) and
follow-on work.

For each of the proposals, to maintain consistency we adjust the calculated full-time, full-year Pell amount by
the enrollment intensity variable generated in the baseline estimates. We adjust Pell awards under the
proposals down to zero if they are under $277 and up to $555 if they are between $277 and $555, and we
round to whole dollar amounts.

This adjustment decreases Pell grants under the current formula in cases where a student’s award exceeds
their expected cost of attendance, so excluding it means awards are more generous for these students. By
removing this adjustment, students can know their Pell award amounts in advance without the stipulation that
their costs of attendance are high enough. The FAST Act bill text includes the cost of attendance adjustment,
but we choose to model it without the adjustment for consistency across the proposals. For more information
on how removing the cost of attendance as a singular change would affect Pell costs and recipients, see
Rueben, Gault, and Baum (2015).

Under the baseline estimates of actual Pell grants, 62 percent of recipients and 41 percent of the student
sample receive maximum Pell awards (before adjusting for enrollment intensity but after adjusting for cost of
attendance).

“The HHS Poverty Guidelines for the Remainder of 2010 (August 2010),” US Department of Health and Human
Services, last modified August 1, 2010, https://aspe.hhs.gov/hhs-poverty-guidelines-remainder-2010.

Pell calculations could be based on actual family size, which would increase awards for some larger families. In
part, we limited family size because of concern about the specificity of the question asked in the NPSAS file. If
the actual formula or app was based on information available from income tax forms (i.e., number of filers plus
listed dependents), then this definition could be expanded.

We apply the 250 percent of the FPL phase-out level to all family sizes under the FAST Act model, including
family sizes of one, whom, under the actual FAST Act legislation, would have a lower phase-out level of 200
percent.
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