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Retention and persistence are things we all want to improve on our campuses.   We all know it is cheaper to keep students than it is to recruit them.  It was the idea of understanding how financial literacy impacts student retention that motivated me to attend a PACRAO session in Tucson presented by Carole Ann Simpson from USA Funds titled “Default Prevention and Retention.”  It gave me more to consider than I expected and sparked my further research on the subject.  It is no secret that it is important to learn how to handle money and finances, and the key concepts for financial literacy involves understanding:
· Money management

· Income versus expenses

· Spending and credit

· Value of savings and investing

We all want our students to be financially literate when they step into the world of higher education; including understanding financial aid, loans, debt, rising costs and managing a budget, however, the truth is students don’t come to college with those skills or even understanding that they need those skills.  The Jump$tart Coalition completed a National Benchmark Study in 2002 where high school seniors were tested on their knowledge of financial literacy.  The average score was 50.2%; a failing grade.  More shocking was that 65% of these students felt “very sure” and “somewhat sure” in their ability to manage their finances.  This definitely holds true if you look at undergraduate credit card debt, from the Jump$tart Coalition:

· 21% owe $3000 - $7000 on their personal credit cards.  

· 75% of credit card holders have one card maxed out

· 64% do not know what the interest rate is on their credit cards

· Bankruptcies for those under 25 years of age have increased from 15,000 cases in 1995 to 150,000 cases in 2000.  
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 Many students come academically prepared for higher education, but are gambling their education on inadequate financial preparedness.  Ask any of your students why they are leaving your institution and the number 1 answer will be “financial reasons.”  Many of us have wondered if that is true; data from the partnership between USA Funds and Noel-Levitz now tells us it is.  USA Funds sponsored a study at how gaining financial literacy skills figure into a student’s perception of value in their college experience.  Their study also found that students quickly realize they need to learn about financial literacy, it is a priority for them and they expect their institution to fill that need.  The vast majority of students also rate the training they do receive as low to unsatisfactory.  How do you change that?  That is what we are asking ourselves at Seattle Pacific University.  So, we looked at what other institutions are doing and looked closely at the recommendations coming from various financial groups, including USA Funds.  
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There are truckloads of possibilities.  You can create something from scratch, well-tailored to your institution with the assistance of your student financial services area or your financial aid or student accounts office.  Or investigate the tools and materials that are available from USA Funds, EdFund, many banks and loan guarantee associations.  Either way, the best news is that it takes as few as 10 hours to change financial illiteracy into financial literacy.  After this instruction, students improved in these ways:  

· 58% of students improved their spending habits

· 56% of students improved their saving habits

Many outside agencies provide financial literacy development tools and curriculum free of charge to higher education institutions.  Many have consultants who are willing to assist you with building a program or are willing to come to your campus and do presentations for your students.

I found a “truckload of possibilities” when I asked what other institutions were doing.  Here are some examples: 

· A class in financial literacy, some award academic credit. 

· Imbedding it in their freshman year curriculum

· Make it part of all financial aid presentations to new students

· Adding workshops to Orientation

The best programs seem to integrate this with existing programs and build support and collaboration across the campus.  Making financial literacy the responsibility of the financial side of the university is not as effective as building a collaborative approach with residence life and student life programs, freshman-year programs and even graduate programs.  
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More and more graduate students are requesting this information, as are their families (43.2% of all graduate students are married).   They also want to be better able to manage the financial issues of graduate education.  Many are concerned with taking out loans and facing years of repaying them. This makes sense; families need to understand the cost/benefit of education so they can support the choices and commitments their student is making.  
While 50% of all students say they learn about managing money from their parents, the truth is, parents aren’t much better at managing their finances.  Jump$tart Coalition found parents needing assistance with financial literacy in these areas:

· Mortgage delinquencies have surged in 10 years

· 61% of 24-64 year olds have no retirement savings

Families of undergraduate students also need training in financial literacy; especially how it relates to higher education costs versus longer-term earning potential for degree holders.
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 There isn’t a perfect time to provide this training; in fact, it appears the more often you provide it the better, and with a wide variety of options.  You need to start with an institutional assessment of what you are currently doing.  Do you do anything?  What will you do?  How will you know if you are successful?

Then assess your students.  

· Are they at risk?  Start by looking at your loan default rate.  

· Do you see trends in the type of students who are defaulting?  

· How does that overlay with those students’ retention?  

· How many graduated?  

· How many left after one year?  

· Does academic success play into it?

· Where do they come from?

· How old are they? 

The answers will give you a good idea who to connect with and when to connect them to financial literacy training.  

Next is choosing how you want to intervene; both from an institution and student standpoint.  Keep in mind; the most effective programs intervene in multiple ways and often!  
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It true for all of us; we have plenty to do!  And we are asked to do more with less in almost every new budget cycle.  Should creating a training program on financial literacy be a priority in our over-worked world?  Well, do the math to see if the work cost measures up to retaining a student in a cohort.  
Cost of attrition:  

1. Enter your full time credit count and multiple by your per credit rate. 

Example:  12 credits X $200 = $2,400 in tuition each semester

2. Now enter your new freshman student enrollment:  

Example: 1000 new students full time in 1 semester brings in $2.4 million gross revenue ($4.8 million a year)

3. Now enter your attrition rate after one year and the actual number who left for financial reasons:

Example:  80% = loss of 200 students   

100 left for financial reasons.  

4. Result:  100 students leave for financial reasons X $2,400 loss per semester X 6 semesters. 

5. Over the next three years, your institution has a gross loss of $1,440,000 

If you implemented a financial literacy training program and kept 10 of those 100 students, you saved $144,000.  Those are hard numbers to argue with!  Assessing your program’s success will give you clear evidence that the work was worth it.  Something your university’s staff can be proud of. 
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 I started with my Director of Student Financial Services, to see what he knew about these programs and got his input and opinion on their value.  He in turn talked with our student government’s financial aid committee.  They were more than interested in the possibilities; in fact, they wanted this to be their focus for the year.  Next, together our SFS director and I took the data and questions to our faculty’s retention committee.  They too, were more than interested.  

That gave our SFS director the opportunity to add this priority to a new position he was hiring, so we could make sure this new venture had a home and an advocate.  Now we are creating an on-line tutorial for our in-coming students.  All new students will be required to enter our on-line education system to learn about financial literacy, our systems and processes before they come to campus and register for classes.  There is a quiz at the end, not to grade students, but to see where the training is needed and determine our intervention priorities.  

This is a start for us!  It is exciting to see if we can change those “leaving for financial reasons” into “making a well-planned financial decision to stay and graduate!”  
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WHAT DID I DO WITH ALL THIS INFORMATION?








IS IT WORTH THE WORK?











TIMING ISN’T EVERYTHING








NOT JUST AN UNDERGRADUATE ISSUE





POSSIBLE ANSWERS








IT IS A GAMBLE
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