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First of two posts  

College is much more expensive than it used to be. Tuition for a bachelor’s degree has more than 

tripled from an (inflation-adjusted) average of about $5,000 per year in the 1970s to around 

$18,000 today. For many parents and prospective students, this high and rising tuition has 

raised concerns [www.usnews.com/news/education-news/articles/2019-05-16/gates-foundation-

launches-major-higher-ed-initiative] about whether getting a college degree is still worth it—a 

question we addressed in a 2014 study [www.newyorkfed.org/research/current_issues/ci20-

3.html]. In this post, we update that study, estimating the cost of college in terms of both out-of-

pocket expenses, like tuition, and opportunity costs, the wages one gives up to attend school. We 

find that the cost of college has increased sharply over the past several years, though tuition 

increases are not the primary driver. Rather, opportunity costs have increased substantially as the 

wages of those without a college degree have climbed due to a strong labor market. In a follow-

up post [libertystreeteconomics.newyorkfed.org/2019/06/despite-rising-costs-college-is-still-a-

good-investment.html], we will consider whether college is still “worth it” by weighing the 

benefits relative to the costs to estimate the return to a college degree.  

 

Tuition Is Only Part of the Cost of a College Degree  
The economic cost of college has two components. The first is out-of-pocket costs, which are 

expenses associated with attending college that wouldn’t otherwise be incurred. Tuition and fees 

are out-of-pocket costs, but room and board aren’t since they need to be paid regardless of 

whether one is in school. The second component is opportunity cost, which represents the value 

of what someone must give up in order to attend college. For most people, the opportunity cost 

of a college education is equivalent to the wages that could have been earned by working instead 

of going to school. It turns out that the opportunity cost of college is much more substantial than 

out-of-pocket costs, though both have been climbing in recent years.  
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Out-of-Pocket Costs  
To measure the out-of-pocket cost of college, we utilize data on the average tuition and fees at 

four-year institutions, published by the College Board [trends.collegeboard.org/college-pricing]. 
These figures represent the “sticker price” of attending college. However, because of financial 

aid, many students, if not most, do not actually pay this price. The “net price” subtracts funds 

students receive that need not be paid back, including grants, tuition concessions, and tax 

benefits. Student loans are essentially a financing tool used as a way to pay for college, and so 

they are not considered a cost of college (interest might be considered a cost, but interest rates on 

student loans are frequently subsidized at below-market levels and interest is often deferred 

while a student is attending school). All in all, the net price is more representative of the out-of-

pocket expenses paid by the average student, and tends to be less than half of the sticker price.  

 

In the chart below, we plot the average sticker price and net price for a bachelor’s degree over 

time. The average sticker price increased from about $5,000 per year in the 1970s to around 

$18,000 today. However, net prices are much lower due to financial aid, and have tended to 

increase a bit more slowly than sticker prices. On average, the net price of college has increased 

from around $2,300 in the 1970s to about $8,000 today. Thus, if a student completed a 

bachelor’s degree in four years, he or she could expect to pay an average of roughly $32,000 out 

of pocket.  

 

Opportunity Costs  
While the high and rising cost of college tuition receives considerable attention 

[www.cnbc.com/2019/05/13/costs-have-jumped-55-percent-in-a-decade-at-public-

colleges.html], out-of-pocket expenses prove to be only a small part of the total cost of college 

once opportunity costs are considered. Attending college on a full-time basis typically requires 
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delaying entry into the labor market and forgoing wages that would be available to those with a 

high school education. As is common, we use the average wages earned by a high school 

graduate during the first four years of employment as a proxy for the opportunity cost of college, 

though this provides only a rough estimate since there may be inherent differences between 

people who go to college and those who don’t.  

 

Using data on wages and an approach outlined in our 2014 study 

[www.newyorkfed.org/research/current_issues/ci20-3.html], we estimate this opportunity cost, 

shown in the chart below. Someone pursuing a bachelor’s degree could expect to forgo more 

than $120,000 in wages—almost four times net tuition costs. This opportunity cost has changed 

over time as the wages of high school graduates have fluctuated. Notably, opportunity costs fell 

following the Great Recession as the wages of young workers with only a high school diploma 

declined, but picked up markedly after 2012 as the labor market strengthened and wages 

increased.  
 

 
 

Total Costs  
Adding out-of-pocket expenses and opportunity costs yields an estimate of the total economic 

cost of a bachelor’s degree, shown in the chart above. Looking at the pattern over time, costs 

were flat or declining from the early 1970s through the mid-1990s, as rising tuition was offset by 

falling opportunity costs during this period, which were declining as the wages of high school 

graduates fell. Despite ongoing tuition hikes, rising costs were not really apparent until the late 

1990s. By then, the wages of high school graduates had begun to climb, increasing opportunity 

costs and total costs until the early 2000s. Costs fell again shortly after the Great Recession 

before resuming their upward march in 2012. Over the past several years, rising tuition has 

combined with increasing opportunity costs to push up the total cost of college from less than 
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$120,000 in 2011 to more than $150,000 in 2018—a roughly 30 percent increase in just seven 

years. Still, while the cost of a bachelor’s degree has in fact climbed, it is only about 10 percent 

higher than it was in the early 1970s.  

Cost Is Only One Side of the Equation  
It may be tempting to conclude that the high and rising cost of college means that obtaining a 

bachelor’s degree is no longer a good investment. However, such a conclusion would be 

premature without first considering the payoff. Our next post weighs the economic benefits 

relative to the costs to estimate the return to a college degree.  

 

Disclaimer  
The views expressed in this post are those of the authors and do not necessarily reflect the position of 
the Federal Reserve Bank of New York or the Federal Reserve System. Any errors or omissions are the 
responsibility of the authors.  
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Opportunity Costs  
While the high and rising cost of college tuition receives considerable attention, out-of-pocket 

expenses prove to be only a small part of the total cost of college once opportunity costs are 

considered. Attending college on a full-time basis typically requires delaying entry into the labor 

market and forgoing wages that would be available to those with a high school education. As is 

common, we use the average wages earned by a high school graduate during the first four years 

of employment as a proxy for the opportunity cost of college, though this provides only a rough 

estimate since there may be inherent differences between people who go to college and those 

who don’t.  

 

Using data on wages and an approach outlined in our 2014 study, we estimate this opportunity 

cost, shown in the chart below. Someone pursuing a bachelor’s degree could expect to forgo 

more than $120,000 in wages—almost four times net tuition costs. This opportunity cost has 

changed over time as the wages of high school graduates have fluctuated. Notably, opportunity 

costs fell following the Great Recession as the wages of young workers with only a high school 

diploma declined, but picked up markedly after 2012 as the labor market strengthened and wages 

increased.  

 

 

https://www.cnbc.com/2019/05/13/costs-have-jumped-55-percent-in-a-decade-at-public-colleges.html
https://www.newyorkfed.org/research/current_issues/ci20-3.html
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Total Costs  
Adding out-of-pocket expenses and opportunity costs yields an estimate of the total economic 

cost of a bachelor’s degree, shown in the chart above. Looking at the pattern over time, costs 

were flat or declining from the early 1970s through the mid-1990s, as rising tuition was offset by 

falling opportunity costs during this period, which were declining as the wages of high school 

graduates fell. Despite ongoing tuition hikes, rising costs were not really apparent until the late 

1990s. By then, the wages of high school graduates had begun to climb, increasing opportunity 

costs and total costs until the early 2000s. Costs fell again shortly after the Great Recession 

before resuming their upward march in 2012. Over the past several years, rising tuition has 

combined with increasing opportunity costs to push up the total cost of college from less than 

$120,000 in 2011 to more than $150,000 in 2018—a roughly 30 percent increase in just seven 

years. Still, while the cost of a bachelor’s degree has in fact climbed, it is only about 10 percent 

higher than it was in the early 1970s.  

 

Cost Is Only One Side of the Equation  
It may be tempting to conclude that the high and rising cost of college means that obtaining a 

bachelor’s degree is no longer a good investment. However, such a conclusion would be 

premature without first considering the payoff. Our next post weighs the economic benefits 

relative to the costs to estimate the return to a college degree.  

 

 

Disclaimer  
The views expressed in this post are those of the authors and do not necessarily reflect the 

position of the Federal Reserve Bank of New York or the Federal Reserve System. Any errors or 
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omissions are the responsibility of the authors.  
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