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Sharpen Your Pencils:
A History of Needs Analysis

Agenda

• What is Need Analysis?
• A Quick History of Needs Analysis
• The Various Methodologies
• It All Depends (or Independs)
• Sample Case(s)
• Where to Go for More



4/23/2019

2

What is Need Analysis?

• Needs Analysis is the process of taking a student’s (and, for 
dependent student, their parents’) financial and household 
information and determining an appropriate contribution amount for 
the family towards the college expenses of the student.  The process 
utilizes a formula, but allows for professional judgment in the case of 
exceptional or unusual circumstances.

Higher Education in the United States – A 
Little Perspective

• Harvard College founded in 1636
• Northwest Ordinance of 1787

• Land grants for educational institutions
• Eventually Ohio University established under this charter – 1804

• First Morrill Act of 1862
• Land grants for agricultural and mechanical colleges (UF)

• Second Morrill Act of 1890
• Either that race was not a factor in admissions or

establishing a separate land-grant for persons of 
color (FAMU)
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Financial Aid

• Reserved for students who were deemed needy and deserving
• The awarding of scholarships was unorganized and non-standard

• Donor influenced
• Community driven
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The Department of Education

• Established in 1867 under the Department of Education Act
• Signed into law by President Andrew Johnson
• Non-cabinet level
• Existed for one year
• Renamed Office of Education under Department of Interior

• 1939 – transferred to Federal Security Agency
• 1953 – Federal Security Agency becomes Department 

of Health, Education and Welfare
• 1979 – Established as a Cabinet level position

The College Board

• Established in 1900
• Originally called College Entrance 

Examination Board
• Formed by colleges as a membership 

organization
• Established to ease student transition from 

high school to college
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Servicemen’s Readjustment Act of 
1944 – GI Bill

• Provided assistance for education 
of veterans

• Created a large influx of students 
into higher education

The Early to Mid ’50’s

• Shrinking enrollments as servicemen graduated
• Increased competition for 

students
• Bidding wars 
• Desire for systematic approach 

to awarding institutional 
monies
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April 1953 Symposium of the College 
Board

• John Monro presented a paper describing “a reliable, careful system 
for measuring and comparing” the need of aid applicants

• Two Basic Considerations:
• Expenses

• Considering the Total Cost of Education
• Student’s Resources

• Including both parents and student

The First Need Analysis Formula

Developed by Dean John Monro of Harvard
Family’s Net Income
X                       15%
Initial Contribution
- $100 X children in public school
- $200 X children in private school
Family’s ability to pay for college

Monro argued that a fair and 
reasonable approach to 
determining ability to pay 
required complex calculations 
calling for a very detailed look 
at the family’s financial situation
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The College Scholarship Service: CSS

Fall of 1953, the College Board members voted 
to study the scholarship situation in the United 
States

February of 1954, the College Board announced 
a proposal to establish a central information 
system for scholarship applicants

Service produced a Financial Transcript of the 
family

CSS

A single form for student’s use
 Research regarding the financing of postsecondary education
 The training of financial aid administrators
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CSS

• From 1956-59, all need calculations were performed by hand 
centrally

• More complicated cases were handled by “juries” of college 
admissions and financial aid administrators

• Produced a trained cadre of need analysts

1957:  SPUTNIK!
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National Defense Education Act of 1958

• Signed into law by Dwight D. 
Eisenhower

• A national emergency
• Funded state and local schools to 

strengthen instruction in science, 
math, foreign languages

• Provided higher education student 
loans and fellowships – National 
Defense Student Loan

• Later renamed National Direct 
Student Loan 

• Finally renamed Perkins Loan

National Defense Education Act of 1958

• Created a need for central processing and analysis of financial need
• Increased numbers and categories of student’s applying for aid
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The Parents’ Confidential Statement (PCS) & 
The Married Student Statement (MSS)

• Developed by CSS for the 1960-61 award year
• Colleges received centrally processed forms from CSS displaying computed Expected 

Family Contribution
• Families paid for service
• MSS From eventually renamed 

Student’s Financial Statement (SFS)

The 60’s, CSS and Need Analysis

• CSS continued work with financial aid professionals
• Consensus in determining ability to pay

• Accurate
• Economically sound

• Need driven/need blind
• Equity
• Access
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Economic Opportunity Act of 1964

• Lyndon Baines Johnson’s continued war against poverty
• Followed Civil Rights Act of 1964

• Support of higher education institutions and 
school districts to promote desegregation

• Funded the College Work-Study Programs

Higher Education Act of 1965

• Signed into law by Lyndon Baines Johnson
• Designed to “strengthen the educational resources of our colleges 

and universities and to provide financial assistance for students in 
postsecondary and higher education.”*

*Taken from the Higher Education Act of 1965
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Higher Education Act of 1965

• Incorporated existing federal aid programs 
under Title IV of the Act

• National Defense Student Loan Program
• College Work Study Program

• Created Educational Opportunity Grant
• Originally limited to students with family income 

under $9,000 and PC less than $625

Higher Education Amendments of  1972

• Created the Basic Education Opportunity Grant 
(BEOG)

• Separate application
• Separate need analysis methodology
• Originally covered $1,400 per year minus EFC, limited to 

½ of COA
• Renamed Pell Grant in 1980 to honor Senator 

Claiborne Pell (D-RI) for his efforts in creating the program
• Affirmed nation’s commitment to providing equal 

educational opportunity
• Renamed the original EOG to the Supplemental 

Educational Opportunity Grant (SEOG) and 
removed income limits
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A Convergence

National Task Force on Student Aid Problems

• 1974 College Board initiative
• Multiple forms created 

confusion for families
• BEOG Application
• PCS from CSS
• Family Financial Statement (FFS)

from ACT
• Outcome was a call for 

simplification
• One form
• One methodology
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The College Board Financial Aid Form (FAF)

• January 1976 – FAF launched
• January 1977 -- Accepted by the 

US Department of Education as 
vehicle to collect BEOG data

Multiple Data Entry -- MDE

• Both CSS and the American College 
Testing Program (among others) 
entered the federal arena as MDEs

• FAF
• FFS (Family Financial Statement)

• Forms were complete applications
• Core federal questions
• Supplemental institutional questions
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Uniform Methodology

A single form providing the same information 
for all institutions to use in making their 
decision

The Higher Education Amendments of 1986

• Congressional Methodology
• Wrote the need analysis formula into law
• Changes to formula, other than basic updates, now require an act of 

Congress
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The Higher Education Amendments of 1986

• Federally prescribed system of 
need analysis

• Defined certain conditional 
criteria for determining 
independent student status

• Special formulas for:
• Displaced homemakers
• Simple Needs Test

• Adds an allowance for FAAs the 
discretion to adjust data elements 
on financial aid applications 
through professional judgment (PJ)

The Higher Education Amendments of 1986

• Minimum student contributions
• Base year income used 

prescribed
• Allowed consideration of 

parents in college
• Treatment of veteran’s benefits 

specified
• Only educational expenses 

of the student to be allowed
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• Federal Methodology
• Consolidated the Pell Grant Formulas 

and Congressional Methodology 
into Federal Methodology

• Maintained and expanded 
Simple Needs Test

The Higher Education Amendments of 1992

• Established the automatic zero EFC
• Eliminated equity in home and family 

farms
• Eliminated the minimum student 

contributions (in order to drive a 0 
EFC)

• Led to creation of FAFSA

The Higher Education Amendments of 1992
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Institutional Methodology - 1992

• FM created the need for another method of collecting a full 
set of family financial data and needs assessment for some 
schools

• Led to development of CSS/Financial Aid PROFILE and the 
Institutional Methodology (IM)

Fundamental Differences between FM and IM

• Federal Methodology
• Hard written into law by 

Congress
• Tables are based on 1967 BLS 

data updated since 1967 for 
inflation

• Reflects spending patterns 
in 1967

• Used to determine federal 
eligibility

• Used to award federal, state 
and other types of aid

• Institutional 
Methodology

• Formula is overseen by 
financial aid professionals

• Tables are based on annual 
Consumer Expenditure Survey 
data

• Reflects current family 
economic circumstances

• Used in assessment of family’s 
financial strength

• Used to determine the family’s 
need for non-federal funds
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Late 90s – Moving on the Web!
(and lasting impact into the 2000s)
• 1997 – FAFSA on the Web created starting with the 1997-98 academic 

year.
• Higher Education Amendments of 1998 (P.L. 105-244) authorizes 

sharing of data between the U.S. Department of Education and the 
Internal Revenue Service (IRS). Although intended to combat fraud, 
this also paved the way for the IRS Data Retrieval Tool.

• By 2007, bulk distribution of paper FAFSAs ends with the 2008-09 
award year.

• IRS Data Retrieval Tool becomes available starting with the 2009-2010 
award year.

Changes in the early 2000s

• In 2001, Consensus Approach developed by a group of college presidents as an 
attempt to reduce variations of IM EFCs among these colleges. Adopted by the 
568 Group (www.568group.org) representing 24 prominent national private not-
for-profit colleges and universities in the next several years

• Deficit Reduction Act of 2005 (P.L. 109-171) adds small business exclusion to the 
FAFSA.

• College Cost Reduction and Access Act of 2007 (P.L. 110-84) makes changes to the 
federal need analysis methodology that eliminates Worksheet A from the FAFSA, 
doubles the income-protection allowance for undergraduate students over five 
years (50% increase for graduate and professional students), increases the auto-
zero EFC income threshold from $20,000 to $30,000 and indexes it for inflation.

• Higher Education Opportunity Act of 2008 (P.L. 110-315) authorizes the creation 
of an EZ FAFSA and experimentation with prior-prior year need analysis.
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Most recent changes (2010s)

• In 2010, introduction of the International Needs Analysis (Global 
Consensus) developed over the previous five years by the 568 Group (a 
small group of private colleges and universities) as adaptation of the CSS 
Profile Form to allow for International Students to apply for financial aid.

• Consolidated Appropriations Act of 2012 (P.L. 112-74) reduces the auto-
zero EFC threshold from $32,000 to $23,000.

• The U.S. Supreme Court ruling on the Defense of Marriage Act (DOMA) 
causes students and parents in same-sex marriages to be counted as 
married on the FAFSA, effective with the 2014-2015 award year.

• Under President Obama’s directive, the Federal Methodology is adjusted to 
use prior-prior year needs analysis starting with the 2017-18 FAFSA; in 
addition the FAFSA annual launch date is moved to October 1st.

Looking Forward

• FM
• No major need 

analysis initiatives in 
next reauthorization

• Calls for 
simplification

• Changes appear 
not to be 
methodological

• Skip logic for truly 
low income 
applicants

• FAFSA EZ expanded 
(FAFSA on a 
postcard?)

• IM
• Committed to keeping 

methodology 
economically sound 
and grounded in a 
rationale

• Formula reviewed and 
updated

• Input from members 
sought before major 
changes made

• Committed to the 
general assumptions of 
need analysis
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• Parents have an obligation to finance the 
education of their children to the extent to 
which they are able

• Student and their families must be accepted in 
their present financial condition

• All families should be treated equitably
• Only expenses that are not a matter of choice 

can be considered
• Accurate, objective data are the basis for 

systematic need analysis

Building Blocks of Needs Analysis


