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Q: We are concerned about college tuition costs, but know there are additional costs. What are the costs of a college education?

The Problem — Underestimating the Costs of a College Education

Whether you are saving for a newborn’s undergraduate college education or about to write a check for a young adult’s first semester, the
cost of a college education can be startling. For the 2017-2018 academic year, the cost of a college education rose faster than the rate of
inflation and the median increase in household incomes. The year over year increase of the average published charges (tuition and fees,
and room and board) were: public two-year in-district commuter student 2.8%, public four-year in-state on-campus student 3.1%, public
four-year out-of-state on-campus student 3.2% and private nonprofit four-year on-campus student 3.5%.

The Solution — Understanding the Cost of a College Education

The cost of a college education varies greatly by the type of education. The five largest categories of expenses include: tuition and fees,
room and board, books and supplies, transportation and other expenses. The cost for a public two-year in-district commuter student is
$17,580. The cost for a public four-year in-state on-campus student is $25,290. The cost for a public four-year out-of-state on-campus
student is $40,940. The cost for a private nonprofit four-year on-campus student is $50,900. We examine the five components of
undergraduate college expenses in the chart below.

Student Budgets, 2017-18

Tuition and fees constitute 39% of the total budget for in-state students living on campus at public four-year
institutions and 20% of the budget for public two-year college students who pay for off-campus housing.
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NOTES: Expense categories are based oninstitutional budgets for students as reported in the College Board's Annual Survey of Colleges. Figures for tuition and fees
and room and board mirror those reported in Table 1. Other expense categories are the average amounts allotted in determining the total cost of attendance and do
not necessarily reflect actual student expenditures.

SOURCES: College Board, Annual Survey of Colleges; NCES, IPEDS Fall 2015 Enrollment data.

Action Steps

Contact the colleges you are interested in attending and ask about scholarships, grants and financial aid. If costs increase at 4% per year,
a newborn will pay more than twice as much a 2017-2018 freshman. Save aggressively through a 529 savings plan. A 529 savings plan
offers tax free growth when the savings are used for higher education expenses and is an excellent estate planning tool.
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