
Ways to Fund Your Child’s Higher Education
When it comes to funding a child’s higher education, there are many alternatives.  Even a family 
of moderate wealth needs to plan ahead.  According to the College Board, the 2018 average 
tuition, fees, room and board for a nonprofit private university was $48,510 per year, up 3.2% 
from 2017.  Understanding your options is an important starting point. 

1. Scholarships, Grants and Work-Study
Colleges, universities, companies, nonprofits and the government give grants and scholarships, 
and some even offer work-study programs. Many are need-based, while others have academic 
or other requirements for qualification. Almost all require the submission of a FAFSA (Free 
Application for Federal Student Aid) disclosing the parents’ income.  Become familiar with the 
FASFA form, the information it requires and how it works very early in the process.  This 
knowledge may inform how you implement other strategies.

2. Pay from Current Cash Flow
This may not be an option, but if you’re willing and able to consider paying from your current 
income, meet with a financial planner to better understand what your own cash flow may look 
like when your children attend college.  This can be eye opening, but by analyzing potential 
future inflation rates, capital appreciation and the estimated cost of college, the planner can 
help you get a better grasp of what that expenditure might do to your financial picture.

3. Ask the Grandparents
Usually a grandparent is limited to giving a grandchild no more than $15,000 per year free of gift 
tax, or $30,000 if the grandparent is married and splits the gift.  If a grandparent or other relative 
is willing to help pay for college, they can pay tuition directly to the institution. The payment is 
not a gift for estate and gift tax purposes, is not reportable and uses none of the grandparent’s 
$15,000 annual gift tax exemption.  This exclusion does not apply to room, board, or school 
supplies, so those items should be accounted for separately.

1 CollegeBoard, Trends in College Pricing 2018, Trends in Higher Education Series, (2018), at 2, https://research.collegeboard.org/pdf/trends-

college-pricing-2018-full-report.pdf

topfive 



4. Start a 529 Plan
A 529 Account is a government-sponsored vehicle designed to help families save money for 
education in a tax-advantaged fashion.  The specific rules and investment vehicles differ by state, 
but you are not limited to using the 529 Plan from the state where you reside.  Shopping around 
for investment performance and minimizing fees can be important.   Income earned in a 529 
account is never subject to income tax so long as the funds are used for education.  Additions 
to 529 plans are subject to less restrictive gift tax rules. If you are not fully confident your child 
will be attending college or another advanced educational alternative, you can, under certain 
circumstances, use the funds for a younger sibling’s education.

5. Take a loan
It’s common for both parents and children to take loans to finance the child’s education, but 
some loans are more cost-effective than others.  Rates on government-sponsored or private 
education loans can be significantly higher than borrowing rates for mortgages or other 
collateralized loans.  If you’re fully confident you can repay, consider a home-equity loan or, if it 
doesn’t threaten to jeopardize your retirement, a loan from a Roth IRA or 401(k) plan.   

If you have any questions, don’t hesitate to contact your Relationship Team or email us at 
Top5@glenmede.com.
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