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Introduction

Tuition is a sensitive topic nowadays with the reintroduction of the student loan payments
likely happening in the next few months. Yet few people seem to be interested in discussing how
we got here and whether the dramatic rise of tuition in the past few decades is even warranted. In
this report, we will address these and other issues through the lens of Arizona State University to

ultimately determine a best course of action for sustainable tuition growth going forward.

The History of the Costs of College

Tuition inflation is an unfortunate reality that has plagued the United States for over 50

years and Arizona State has not been immune. Arizona State University’s tuition and fees have

inctease oughly 32% i the pas

§55k

10 years, as demonstrated in figure

1 on the right!. Unfortunately for o

$45k

students, this is growth is small

$40k

relative to history. According to

535k

another article posted by AZ a0
Central, ASU’s tuition and fees for s25k _%—///

in state students grew by roughly 20k

Cost of Attendance (USD)
A

2013-14 201415 201516 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 202223
200% between the academic years L Gutotstate | Living On Campus - Out-of-State / Living Off Campus

of 2003 and 20182. According to
the same article, Northern Arizona

Figure 1 (Source: College Tuition Compare)

University’s tuition and fees have increased 221% while the University of Arizona’s grew 243%
during the same time-period. Taking a step back, the situation is even worse nationally. The
average cost of tuition in 1963 (adjusted for inflation) was right around $4,300, in 2020 that
figure had grown to nearly $14,0003. In the next section we will dive into what exactly what is

driving these price hikes and whether they are even necessary.
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What’s driving tuition inflation?

So why has tuition grown so aggressively in Arizona and across the nation? Well, the
first and arguably most important factor considered when determining tuition is the cost of the
goods and services purchased by the University to provide its service of educating students. The
HEPI is an index which groups these goods and services together, weights them according to
university spending behavior, and tracks them over time. This index thus measures the inflation
of the goods and services purchased by higher education schools much like how the CPI
measures the inflation of goods and services purchased by households. As you can see, since
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is allowed to exist because of nearly infinite access to financing by the Federal Government in
the form of student loans and government grants. This brings us to the second core reason for

recent tuition inflation: lack of shrinking state government funding.
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States substantially cut funding to Higher Education  State Funding for Higher Education Remains
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good, service, and wage inflation over time, as shown earlier. Finally, I would like to emphasize

the relative nature of these facts regarding tuition inflation. Thus far we have looked at the
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proponents driving tuition inflation in postsecondary education 4-year public institutions, the
high cost of private for-profit institutions is not driven as much by expense growth and cuts to

government funding as it is by market factors. As can be seen in the following 2 graphs from the

Figure 2. Percentage distribution of total expenses for degres-granting postsecondary institutions, by level and control of  Expenses per FTE student
institution and expense category: 2018-20
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National Center for Education Statistics, public institutions spend more on their students because
they are required to provide more services to students and the surrounding community’. This is
because, they are required spend all the revenue they acquire, unlike for profit institutions. When
you dive into the actual amount spent on each category, public and private for-profit institutions
spend on average roughly the same dollar amount on academic support. The difference between
the two lies in the fact that private for-profit institutions keep a large chunk of the tuition revenue
while public institutions are forced to spend this excess capital on other services. The real kicker
lies in the fact that private for-profit university students are responsible for nearly all their tuition

whereas public institution tuition is mostly subsidized by the government. So, to conclude,

Figure 1. Percentage distribution of total revenues for degree-granting postsecondary institutions, by control of
institution and source of funds: 2019-20
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tuition inflation at Arizona’s public Universities can be largely attributed to the costs of
educational goods, services, and wages outpacing inflation for many years all while Arizona’s

funding towards public postsecondary institutions has diminished.

Conclusion

Arizona State University is not alone in raising the cost of tuition drastically in recent
decades. However, the reasons behind tuition inflation at ASU and other public postsecondary
educational institutions around the nation are not the same as those driving higher prices at
private for-profit institutions. For the case of Arizona State University, advocating for greater
state and local government funding while taking strides to reduce the costs of educational goods

and services will be key to reducing the financial strain placed on students.
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