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Introduction 

College affordability is a critical issue facing students across the United States today, and 
students at American University (AU) are no strangers to the difficulties posed by costly post-
secondary education. Although it is the role of the American University Student Government 
(AUSG) to advocate for the student body’s needs, areas such as financial aid and college 
affordability can be thoroughly complicating. Therefore, a profound analysis of the issue must be 
conducted before any advocacy plans are developed, in order to ensure that the best and most 
pragmatic policy options are pursued.  

Bill 17-18-10, A Bill to Increase Affordability at American University, stipulated that the 
Undergraduate Senate Finance Committee would produce a report detailing various financial aid 
and affordability options for AU. Pursuant to that legislation, the committee conducted research 
on various polices, corresponded with relevant parties such as AU administrators, and produced 
recommendations for the Undergraduate Senate in terms of the advocacy paths it should pursue. 
Before I jump into the particularities of college affordability, here is a brief backgrounder on the 
subtle mechanics of financial aid.  

How Financial Aid Works 

The full cost to attend AU is the Cost of Attendance (COA), and is comprised of tuition, fees, 
room, board, books, transportation, personal expenses, and loan fees. For undergraduate students 
living on or off campus and taking 12-17 credit hours, the COA is $63,038. Here is the cost 
breakdown: 

• Tuition: $45,808 
• Fees: $547 
• Room: $9,898 
• Board: $4,804 
• Books: $800 
• Transportation: $700 
• Personal: $400 
• Loan Fees: $81 

To calculate a student's financial need, AU subtracts her/his Expected Family Contribution 
(EFC) from the COA. The EFC is how much a student’s family will pay, and is determined 
based on information collected by the CSS Profile and Free Application for Federal Student Aid 
(FAFSA). AU offers two types of aid to cover demonstrated financial need, to which it is 
committed to fully meeting. The first form is merit based aid, which is tied to a student’s 
performance in high school. Here are forms of merit based aid at AU: 
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• Presidential Scholarship: $22,000 maximum 
• Dean’s Scholarship: $15,000 
• Leadership Scholarship: $6,000-$10,000 
• Frederick Douglass Scholarship: $10,000-$15,000 
• Tuition Exchange Program: $36,000 
• Honors: $10,000 

AU has shifted its financial aid distribution in recent years to allocate more money towards need-
based aid, and less to merit-based awards. This is quantified in the graphic below:  1

To renew merit aid, a student must have a minimum cumulative Grade Point Average (GPA) of 
3.2, and must have completed 30 credit hours within the Fall and Spring semesters. The credit 
hour requirement ensures that students are on track to graduate, since it takes 120 credit hours to 
graduate which, equally divided, means taking 30 credit hours per year. Need-based aid, on the 
other hand, comes in two forms. The first is aid from the federal government, given to students 
through the FAFSA. The FAFSA offers students with an EFC less than $5,000 something called 
a Pell Grant, which is distributed based on a sliding scale and can offer a maximum of $5,920 to 
a student per year. Loans are another form of federal financial assistance, and can be either 
subsidized — that is, the federal government pays the loan’s interest, and interest only begins to 
accrue when the repayment period begins — or unsubsidized. Subsidized loans are based on 
financial need and can offer the following maximum award amounts based on a student’s 
standing: 
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• Freshman: $3,500 
• Sophomore: $4,500 
• Junior/Senior: $5,500 

Unsubsidized loans are not need-based and can offer a maximum of $2,000 per year regardless 
of a student’s year in college. Federal Work Study (FWS) programs are another form of federal 
financial aid; they allow students to get on-campus jobs and the money earned from those jobs is 
expected to go towards educational expenses, and is therefore not factored into the EFC. The 
maximum FWS award is $2,000 per year. The second form of need-based aid is called 
Institutional Aid, and comes directly from AU. This money comes in the form of the AU Grant, 
Supplemental Grant, and Enrichment Grant.  

The AU Grant only goes towards tuition because, if it went to other things such as fees or room 
and board, the student receiving it would be liable to pay taxes on that money per federal law. 
The AU Grant can therefore allow a maximum of $45,808 per year. For families with an EFC of 
$0.00, this obviously creates an issue — there is a gap between what the family can pay and the 
amount of financial aid offered. This gap is closed by the Supplemental Grant, which offers the 
money needed to close the gap between the COA and financial need. Yet another issues might 
arise if a student wishes to undertake a study-abroad program, or participate in an unpaid 
internship.  

This problem is resolved by the Enrichment Grant, which offers funds for those types of 
activities. To renew need-based aid, a student must maintain a minimum cumulative GPA of 2.0 
and complete a minimum of 24 credits within the Fall and Spring Semesters. Additionally, the 
student must complete the FAFSA each year by May 1st. Failure to complete the FAFSA, or to 
not submit additional documents for verification purposes when the federal government 
randomly selects about 1⁄3 of students to make sure their reported numbers are honest, results in 
financial aid being rescinded. If a student’s EFC changes, AU still gives aid for the new 
demonstrated need, but the student must go through an appeals process to receive additional aid.  

The additional aid comes from the same pool of money as all other aid, and is requested through 
the provost. It is difficult for these appeals to be successful because current students are given 
highest priority for financial aid funds, followed by incoming students, with appeals given lowest 
priority. It is critical to note that all aid comes from the same pool of money at AU, so allocating 
more to one area will necessarily decrease the funds in all other areas (e.g. increasing the amount 
of merit based aid would decrease the amount of need based aid). Most of AU’s offered aid is 
need-based, as this ensures that people who truly need aid are given it, and merit scholarships are 
not given to students who demonstrate that they can afford the COA. 
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Executive Summary 

This report examines the following financial policies: 

• Limited Tuition Increase: Tuition can only rise by a certain amount each academic year 

• Reduction in Administrative Costs: The university reduces the amount of money it spends 
on non-instructional costs, such as student services 

• Increased Tuition Discount Rate: A larger portion of the university’s tuition revenue will be 
allocated towards financial aid 

• Fixed Tuition: Tuition for an incoming class remains stagnant for a certain amount of time 

• Tuition “Shopping Sheet”: Details the various costs a student must pay within all of her/his 
four years at the university 

• Tuition Freeze: Tuition remains stagnant for all students for a certain period of time 

• Loan Repayment Assistance: The university covers all or some of a student’s educational 
loan payments if she/he is earning below a certain threshold after graduation 

• Reduction in Housing and Dining Costs: The university offers less expensive room and 
board options 

• Increased Endowment Spending: The university spends a larger portion of its endowment 
on financial aid 

Through a thorough and reasoned analysis of these policies, the report concludes that some 
policy options should be prioritized over other in the Undergraduate Senate’s advocacy, while 
some should be left alone altogether.  

Indeed, the idea of a “shopping sheet” is both viable and highly beneficial, and thus should be 
placed on the agenda of the Undergraduate Senate as an advocacy goal. Similarly, proposing 
reductions in administrative expenditures, and reductions in housing and dining costs and 
mandates — which in turn will leave more money for potentially increasing the tuition discount 
rate — are all things that can be very beneficial for the student body, though they are more 
difficult to accomplish. On that note, the Undergraduate Senate should also do everything in its 
power to ensure that AU continues its trend of limited tuition increases per year, as well as 
examine viable alternatives to loan repayment programs. Other proposals, such as a tuition  
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freeze, would not work at AU in the status quo, and thus should be left alone by the 
Undergraduate Senate.  

One of the most important things the Undergraduate Senate can do to ensure college affordability 
for the student body is publicize financial aid opportunities and obligations. Right now, too many  
students are not getting the financial aid they deserve because of things like missed need-baed 
aid applications, or a lack of knowledge of the plethora of merit-based awards offered by AU.  

The Undergraduate Senate can do its part to make AU a more affordable university by 
advocating for policies that work, and helping students maximize their financial aid options.   
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Limited Tuition Increase  

Overview 

In the past 12 months, the rate of inflation was 2.38%.  The AU Board of Trustees voted to 2

increase tuition by 4% for fiscal years 2018 and 2019, compared to the previous tuition increases 
of 3% (2016) and 3.5% (2017).  The rising inflation rate was used as the primary reason during 3

the recent two budget process. It is not unreasonable to raise tuition in accordance with rising 
inflation rates, but it does become unreasonable to raise it nearly double that of the actual 
inflation rate, if that is the primary reason used in such a decision. In light of increasing costs of 
universities, one solution proposed is a limited tuition increase.  

Limited tuition increase is defined in that tuition can only rise by a certain amount each academic 
year. One instance of this practice is found in the University System of Georgia for the 
2017-2018 academic year. These 28 universities and colleges in this system have limited their 
tuition increase to 2% on the belief that “keeping tuition increases to a minimum allows the 
University System to provide a quality education balanced with the critical need to keep public 
higher education affordable.”   4

Here is a figure showing the tuition increases for AU over the past several years:  5

 

!8



�

THE THIRTEENTH UNDERGRADUATE SENATE 
SPECIAL COMMITTEE ON FINANCE 

2017-2018

Feasibility 

Introducing a consistent increase in tuition, while perhaps controversial in the sense that tuition 
must increase, is a realistic mechanism. AU, by promising to limit increases annually to a certain 
amount, can provide transparent measures by which students are aware of the constant increase 
and can manage it accordingly. Such a goal can be based upon projections for the United State’s 
inflation, as produced by the International Monetary Fund, or another reliable source of 
information. Recognizing that AU is a private university and must deal with increases in budgets 
due to measures taken such as hiring more faculty, increasing opportunities for individuals on 
campus, etc… adjusting tuition increases simply for inflation are a fair and just measure that will 
allow students consistent access to the programs and opportunities that AU offers. However, 
rising tuition — regardless of whether or not it is limited — comes with inherent trade-offs.  

Marketability of such a university, which consistently increases its tuition, becomes more 
difficult, catering to higher-income individuals and not providing appropriate accessibility to 
lower-income students. It is recommended that while increasing tuition is feasible, it must be 
paralleled with equal increases in financial aid. A consistent tuition for AU would be considered 
the ‘base-case scenario.’  

However, pragmatically recognizing the nature of private, higher-education institutions, it is 
recommended that a set limited tuition increase, in which the university bases its increases to 
account for inflation with parallel increases in financial aid opportunities, are the best option. It 
is additionally recommended that such a decision should be advertised to all students, informing 
incoming and current students of the costs of attending an university such as AU. 

Conclusion 

A limited tuition increase is something that can provide substantial financial benefits to students 
by ensuring that they are not hit with a massive monetary challenge one or two or three years 
into their academic careers. Additionally, this is a scheme that AU has adhered to for the past 
several years, and thus is something that the Undergraduate Senate should continue to advocate 
for and ensure the survivability of. If the Undergraduate Senate can ensure that tuition does not 
rise by more than a set amount every academic year, or that the increases are as small as possible 
for AU’s financial viability, it will do much in increasing AU’s affordability and ensuring that the 
total cost of attendance for students’ entire four years of education is as transparent as possible 
for prospective students.  
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Reduction in Administrative Costs  

Overview 

Administrative costs are those associated with the operations of a university unrelated to 
instruction and other academic activities. Administrative costs are defined by the Department of 
Education’s National Center for Education Statistics as those which cover “the day-to-day 
operational support of the institution. [This] includes expenses for general administrative 
services, executive direction and planning, legal and fiscal operations, and public relations and 
development.”  Because AU is so dependent on tuition, administrative costs are largely borne by 6

students as part of the cost of attendance.  

While the entire cost of higher education has been rising over the past several years, 
administrative costs have been rising faster than other costs. Research of universities in general 
shows that per student expenditures on administration have increased faster than instruction, and 
that ratio of academic staff to administrative staff has fallen.  These patterns may be taken to 7

indicate a trend for universities to place increasing emphasis on such areas as student services, 
public relations, and regulatory compliance. The internal diversity of items within the category of 
administrative expenses reveals a challenge for universities seeking greater affordability through 
reduced administrative costs: what to cut? 

Measuring Administrative Costs at AU 

Data on AU’s spending is regularly reported to the Department of Education (DOE) as a 
precondition for AU students receiving federal financial aid. This data, broken down into various 
categories, can be accessed through the Delta Cost Project database of the American Institutes 
for Research, which provides such data for practically every college and university in the United 
States. The most recent available figures are from 2012. The following table summarizes AU’s 
expenses per student in different categories. 

Category Expenditure Per Student (2012)*

Instruction $12,399

Student Services $3,429

Research $3,562

Public Service $1,841

Academic Support $4,363

Institutional Support $6,674

Category
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*refer to endnote  8

For the purposes of this table, Total Administrative Costs includes Student Services and 
Institutional Support, while Total Academic Costs includes Instruction, Research, and Academic 
Support. The table shows that the largest cost by far is Instruction, followed distantly by 
Institutional Support.  

The following table shows the change in each category provided by the DOE, adjusted for 
inflation in 2012 dollars. The definitions are the same as in the previous table. The largest 
individual driver of cost increases was Research, followed by Institutional Support. These figures 
show that AU’s increasing costs are being driven both by administrative and academic costs. 
While academic costs grew more in absolute terms, administrative costs grew more relative to 
their starting point five years earlier. 

Operations & Maintenance $2,064

Net Scholarships & Fellowships N/A

Total Administrative Costs $7,792

Total Academic Costs $20,324

Total Costs $34,331

Expenditure Per Student (2012)*Category

Category
Change Per Pupil, 
2007-2012 (2012 

Dollars)*

Percent Change, 
2007-2012

Instruction -$185 -1.5%

Student Services $24 0.7%

Research $2,108 145%

Public Service $729 65%

Academic Support $48 1.1%

Institutional Support $904 16%

Operations & Maintenance $416 25%

Net Scholarships & 
Fellowships N/A N/A

Total Administrative 
Costs $928 12%
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*refer to endnote  9

While these figures do provide some insight into the context of AU’s expenditures, they are now 
more than five years old. AU’s cost of attendance has risen dramatically in that time, and the 
distribution of costs also presumably changed to some degree. A better assessment of what 
makes AU as expensive as it is could be made with more recent data. 

Comparing AU to Similar Institutions 

Very little can be gleaned from AU’s data in isolation. In order to determine whether AU can 
likely increase affordability by reducing administrative costs, we need to compare it to similar 
universities to see whether it spends a uniquely large amount on administration. 

The American Council of Trustees and Alumni (ACTA) published a report in 2017 calculating 
the median level of administrative spending relative to academic spending at universities across 
the United States.  These universities were grouped according to their sector (public or private), 10

their size, and their Carnegie Institute research classification. A higher proportion means that 
more money is spent on administration relative to academics. For instance, a ratio of 0.45 means 
that a university spends 45 cents on administration for every dollar spent on academics. For the 
purposes of their study, ACTA used the DOE category of Institutional Support to represent 
administrative spending. Academic spending is represented by Instruction and Academic support. 
The following table shows the figures for schools similar to AU, a private, medium-sized school 
with a Carnegie classification of doctoral, higher research activity.  The following table was 11

taken from the ACTA study, summarizing the ratios for private institutions.   12

Total Academic Costs $1,971 9.7%

Total Costs $4,044 13%
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Calculating the same proportion for AU, using the most recent available data from 2012 yields a 
ratio of 0.40. This appears to put AU substantially above similar institutions in terms of 
administrative spending, but two nuances need to be taken into consideration. First, in 2012, AU 
was classified as a doctoral university with moderate research. Such institutions had a very 
similar proportion in 2015 as AU did in 2012, at 0.39. However, if the trends of the previous five 
years continued between 2012 and 2015, AU’s ratio in 2015 would be greater than 0.40, where it 
was in 2012. Taken together, all of this suggests that AU does currently spend more on 
administration relative to academics than similar institutions. 

There are also more specific comparisons that we can make. One particularly useful one is 
between AU the 13 universities it has officially designated as its peers. These are Boston 
College, Boston University, Catholic University, Emory University, Fordham University, George 
Washington University, Georgetown University, Loyola University of Maryland, New York 
University, Northeastern University, Tufts University, and Washington University in St. Louis.   13

The following table provides a breakdown of costs by AU and its 13 peer schools in 2012, once 
again from the Department of Education.   14
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These figures show that in 2012, AU did not spend an above average amount relative to its peers 
on any category, except Public Service. In terms of administrative costs, both Student Services 
and Institutional Support were slightly below average at AU. However, these numbers do 
indicate that AU spends more money on administration relative to academics when compared to 
its peers. This is in line with the data from ACTA.  

Conclusion 

Taken together, the data from ACTA and AU’s peer institutions point to a common conclusion: 
AU spends too much money on administration relative to academics, but this is not due to 
exorbitant administrative costs. AU has middle-of-the-road administrative costs, but it spends 
relatively little on academics. That AU’s academic expenses are so low can be seen in the data 
from its peer institutions, but it is explained even more clearly when looking at the data from 
ACTA, arranged according to Carnegie research classification. As these classifications rise, the 
proportion of money spent of administration goes down. The reason is rather intuitive: more 
active research universities conduct more academic activity than less active ones. This can partly 
explain why AU’s ratio is so high for its categorization. AU was only promoted to its current 
status in the most recent round of revisions by the Carnegie Institute. Other schools that have a 
more research than AU will spend more on academics. 

For these reasons, it is likely that AU will address its high administration-to-academics expense 
ratio not by decreasing the amount spent on administration, but increasing the amount spent on 
academics. The end result will likely be larger expenditures in total, but relatively smaller 
expenditures on administration. 
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However, all of this should not be taken to mean that AU cannot or should not take action to 
increase its affordability by decreasing administrative costs. Administration remains a major part 
of AU’s expenses, almost all of which is paid by students. While the statistics do not indicate that 
there is a massive, bloated administrative complex that AU should cut down in general, there are 
likely some specific areas AU can target to cut costs.  

One area is staff. There are some parts of the AU bureaucracy that are understaffed, making them 
frustrating for students to navigate. However, there are other places with excessive or redundant 
staff, costing students unnecessary money. One example might be found under the Office of 
Campus Life, in the University Center and Student Activities. This office hosts two positions that 
both seem to be its chief manager. One of them is titled “Senior Director, University Center & 
Student Activities,” while the other one is called “Director of Student Activities, University 
Center.” The author of this section admits some ignorance about the specific duties of these 
employees and acknowledges that they might both perform necessary functions that each require 
a separate office. However, to the untrained eye, these look like redundant spots. In the case that 
these positions could be consolidated, that would be an example of administrative cost savings 
that can be passed on to students. AU should search for such redundancies and eliminate them to 
reduce its administrative costs as much as is prudent.  
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Increased Tuition Discount Rate 

Overview 

A tuition discount is when an institution discounts its published tuition price with grant 
aid. Examples of this include merit aid for high performing applicants. According to the 
Association of Governing Boards of Universities and Colleges, the average student graduates 
with $20,000 to $25,000 in debt, depending on a combination of circumstances, including family 
income and the type of institution attended.  At a top priced university such as American 15

University, students may graduate with even more debt. 

As American University continues to compete with other top universities, a discounted 
tuition could be one avenue to ensure the university remains affordable. An increased tuition 
discount can be looked at as a marketing tool for the university while also meeting the needs of 
cash-strapped students. 

AU’s Budget Report for Fiscal Years 2018 and 2019 notes the following financial aid allocations 
in thousands of dollars: 

• Fiscal Year 2018 — $130,700  16

• Fiscal Year 2019 — $138,958  17

Implementation at Other Schools 

Below is a graph showing the increasing percentage of college students receiving discounted 
tuitions by their respective schools.  18
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According to the Association of Governing Boards of Universities and Colleges, more than two 
thirds of full-time students receive some form of discounted tuition.  According to a report in 19

the Chronicle of Higher Education, public institutions discounted tuition at an average rate of 
12.3 percent in 2008.  As higher education becomes increasingly more expensive, AU should 20

continue to subsidize its high tuition. 

Types of Tuition Discounts 

The following are common forms of tuition discounts offered at American University and other 
institutions: 

• Grants based on financial need 
• Discounts for children of school employees 
• Discounts for children of federal employees 
• Hardship — tuition waived due to exigent circumstances 
• Grants for legacy students 
• Discounted summer courses 
• Military discounts 
• Discounted online courses 
• Athletic scholarships 
• Merit scholarships 

This list could be expanded on to include grants for students who give back to the AU 
community such as leadership grants for students serving in unpaid positions in clubs, sports, or 
Greek organizations. Many students who find themselves struggling to pay tuition are forced to 
choose between getting involved on campus and working a part time job. This scheme would 
reward students who choose to be active members of the student body, thereby promoting 
campus involvement. AU could expand the list of criteria that qualifies students for discounted 
tuition, in turn allowing students to better afford a college education while remaining active 
members of their community. 

Conclusion 

At the end of the day, the tuition discount rate is determined by the university’s budget, and is 
thus determined by the AU Board of Trustees. That being said, the Undergraduate Senate should 
use the research in this report regarding areas where funds can be cut or diverted (e.g. 
administrative costs) for the purposes of further augmenting the tuition discount rate and making 
AU as affordable as possible.  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Fixed Tuition 

Overview 

A fixed tuition scheme is one which keeps tuition rates stable for a certain cohort of students for 
a specific period of time. For example, a university may offer a fixed tuition rate to incoming 
first-year students, and keep that rate constant for a period of four years. According to a 2017 
budget brief from the University of Washington, these tuition models are “still in the exploratory 
stage.”  That being said, such a scheme may not be the safest financial aid investment for AU, 21

given its institutional youth. It is also critical to consider the fact that a tuition fix does not 
guarantee a reduction in a university’s cost of attendance, as the latter number is determined by 
other fees in addition to tuition. Perhaps the most guaranteed benefit from these types of tuition 
models is the extra degree of certainty they afford students in terms of financial planning. 
However, this can also be accomplished with a “shopping sheet,” which is discussed in the next 
section. 

Here is a sample four-year fixed tuition model:  22
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Costs & Benefits 

There are many alleged costs and benefits associated with fixed tuition models; this section will 
explain the major ones, and separate myth from fact. One of the major benefits of a fixed tuition 
model is that, by offering guaranteed tuition for four years, it may incentivize students to 
constantly take a full-time credit load in order to graduate on time and avoid a tuition increase. 
This is sensible in theory, but ostensibly untrue in practice. Indeed, a 2014 report co-authored by 
Sandy Baum of The Urban Institute and George Washington University, Marie McDemmond, 
President Emeritus at Norfolk State University, and Gigi Jones with the U.S. Department of 
Education Institute of Education Sciences, found that there is no evidence to suggest that these 
schemes actually affect “persistence and graduation.”   23

There is a disadvantage to be found here, however: if a university offers fixed tuition for only 
four years, then a student who takes time off from academics (e.g. medical reasons) or who is not 
able to take a full-time credit load every semester, will face an immediate tuition increase once 
they enter their fifth year of study. Of course, this can be alleviated by providing fixed tuition for 
five years as opposed to four, but that would be more costly for the university and completely 
nullify the potential benefit of incentivizing on-time graduation.  

Another potential benefit of fixed tuition is that it might make an institution more affordable for 
students. This is not necessarily true, however, because first-year tuition rates might be higher in 
order to compensate for a stable rate in subsequent years. A comparison between AU and George 
Washington University’s (GW) tuition rates reflects this. Indeed, AU’s tuition for full-time 
undergraduate students is $45,808 and GW’s is $55,140.  Accounting for other fees does not 24

exterminate this discrepancy: AU’s cost of attendance for full-time undergraduate students is 
$63,038 and GW’s is $73,355.  Even an at-home student at GW pays more than a full-time 25

undergraduate at AU.  To these ends, it is questionable to what degree fixed tuition plans 26

actually make college more affordable. Additionally, tuition rates might increase for incoming 
students in order for the university to compensate for fixed tuition rates, putting new students at a 
perpetual disadvantage.  At the very least, however, they make college more financially 27

predictable.  

An important cost resulting from fixed tuition models is the impact it has on the universities 
themselves, in terms of financial feasibility. The state of Georgia discontinued its tuition fix after 
it become too expensive; Western Oregon University had to modify its scheme for similar 
reasons, and Central Michigan University discontinued its program in 2008 due to uncertainty in 
state funding.  28
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Conclusion 

Clearly, the fixed tuition model is risky for universities, and does not actually guarantee greater 
university affordability. In fact, unless the university can recover lost funds from fixed tuition, it 
may well keep its tuition fixed at a very high rate. Specific to AU, the university administration 
has not signaled any intent to entertain notions of fixed tuition.  

A more achievable goal may be to advocate for partial tuition refund schemes. For example, AU 
could offer a grant to students who complete their degrees in four years, or even offer a tuition-
free last semester of study; although, the latter is very unlikely to be offered by AU in the status 
quo. These ideas are not new, as many universities have successfully implemented similar 
programs. For example, the University of Baltimore began its Finish4Free program in Fall 2014, 
and this offered a tuition-free final semester to students who graduated in four years.  As of 29

2014, the state of Texas offered a $1,000 tuition break to students who graduated within four 
years, and did not take more than three credits over the number required for graduation.  30

Policies like these may be more affordable for institutions, and they also incentivize students to 
graduate on time.  

Moreover, while financial planning undoubtedly becomes easier for families and students under 
a fixed tuition model, this can also be achieved by a “shopping sheet.”  31
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Tuition “Shopping Sheet” 

Overview 

A tuition “shopping sheet” is a document that details the predicted costs a student will pay for all 
four of their undergraduate years, as opposed to only giving estimates for the first year of study. 
This is something that it easy to construct, so long as university administrators can give an 
accurate estimate of changes in tuition rates over time, and would be highly beneficial to students 
by allowing them to engage in long-term financial planning. To that end, this policy would offer 
one of the main benefits of a fixed tuition model without incurring all of the major costs.  

Discussion 

Tuition “shopping sheets” are beneficial for students for several reasons. First, they allow 
students to have an accurate approximation of how much money they will be paying for their 
university education prior to committing to an institution. While universities currently detail 
costs for first-year students, tuition rates often increase — they certainly do at AU — so students 
are not aware of how much they will be paying by, for example, their third year of study. Some 
may contend that a student can simply multiply the first-year tuition rate by four years, or 
however many years they plan to stay at a university, in order to determine how much money 
they will need to pay over the course of their undergraduate education, but this is a misleading 
perception. Indeed, tuition rates, as mentioned before, usually increase every year so the 
multiplication model would likely result in a number much lower than the actual tuition cost 
over, for example, four years.  

The United States Department of Education currently has a financial aid shopping sheet that 
participating institutions can use to notify students of their financial aid packages and help them 
compare institutions based on financial circumstances.  GW currently participates in the federal 32

“shopping sheet” program, offering students critical, yet simplified, information about financial 
aid and university costs.  This is another shopping sheet that can go a long way in helping 33

students make informed and financially sound decisions about which university to attend.  

Conclusion 

The “shopping sheet” is something that is blatantly beneficial for students and families alike, and 
should be advocated for by the Undergraduate Senate. AU administrators may not know exact 
numbers for tuition rates in future years, but estimates can still be useful to students during the 
decision-making process of which university to attend. Furthermore, the Undergraduate Senate 
should consider integrating AU with the federal financial aid shopping sheet, as that is also 
something that helps prospective students make informed choices about their education.  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Tuition Freeze 

Overview 

A tuition freeze is a system under which a university’s tuition rate is prohibited from increasing. 
For example, a university might implement a tuition freeze where rates are kept at the same level 
they were at in the current academic year. Essentially, this is an extreme version of the limited 
tuition increase model in that there is no tuition increase at all. That being said, there is not much 
to be discussed in this section mainly because the limited tuition increase model was already 
found to have limited viability, and the fixed tuition model was found to have almost no viability 
for AU. 

Discussion 

A tuition freeze is a radical financial aid model that sounds great from a prima facie judgment, 
but that would not be achievable at AU — at least not in the status quo. First, AU has not 
signaled any intent to seriously consider a tuition fix, as mentioned previously, and has 
consistently increased its tuition rates over the years. Thus, it defeats logic for the university to 
go beyond those two proposals and arrive at a much more extreme one — a tuition freeze. 
Additionally, AU’s operating costs have steadily risen over the years, and seeing as tuition is 
AU’s main source of revenue, a freeze would be consequential and unsustainable for the 
university and its goals. Further still, things like the recently announced plan to construct a Hall 
of Science on the main AU campus will require a substantial infusion of funds, which will 
probably depend on tuition.  

Another crucial consideration regarding tuition freezes is the fact that they, like tuition fixes, do 
not necessarily result in more affordability for students. This is due to the simple fact that 
universities under a tuition freeze can still raise other fees. Far from mere speculation, this is 
actually a phenomenon that is occurring at universities across the country — even without tuition 
freezes, many institutions are labeling costs that should be covered by tuition as other fees.  For 34

example, the University of Dayton charges lab and professional development fees for individual 
courses and departments that are not included in tuition.  Moreover, fees have been rising at 35

twice the rate of tuition for public universities, and more than that since 1999-2000 for 
community colleges — a clear testament to the fact that universities can offset their operating 
costs through more ways than just tuition.  36
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Conclusion 

The Undergraduate Senate should not advocate for a tuition freeze. Not only is it a model that 
eclipses, and is mutually exclusive from, some other attainable financial aid goals and advocacy 
priorities of the Undergraduate Senate, but it is also something that AU will not agree to in the 
status quo. Furthermore, a tuition freeze would be inimical to the university’s goal of improving 
its academic and other excellence, which requires higher operating costs in subsequent years.  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Loan Repayment Assistance 

Overview 

A loan repayment assistance program is one which offers students some financial aid post-
graduation in order to help them pay off their debts. These types of programs can be very 
beneficial for students, given contexts of massive loan debt and high default rates, but should not 
be the highest advocacy priority of the Undergraduate Senate. This is because the undergraduate 
student body at AU already has a very low loan borrowing rate, and an even lower default rate.  

Loan Repayment Assistance at AU 

American University’s Washington College of Law (WCL) has a type of loan repayment aid 
program. Indeed, the Public Interest Loan Repayment Plan (PILRAP) offers “qualifying JD 
graduates who work full-time in certain non-profit or government positions” with financial aid to 
offset their monetary burdens so long as their annual income is at or below $75,000.  The logic 37

behind this scheme is that it allows students to become financially independent more quickly 
once they earn their degree, and it incentivizes students to study at the WCL because there is 
some degree of a guarantee of financial return on educational investment.  

Although AU does not have a loan repayment assistance program for its undergraduate students, 
there are many private programs that students can utilize if they wish to do so. For example, the 
Loan Repayment Assistance Program (LRAP) Association does exactly this, and institutions 
such as Drew University have signed contracts with it in the past in order to offer its services to 
its student body.  AU does, however, offer the American Payment Plan (APP) which allows 38

undergraduate students to opt-in for monthly tuition payments, as opposed to paying the entire 
amount due at the beginning of every semester.  This may reduce the need for loans — to 39

varying degrees depending on the individual student, of course — because students would be 
able to save up money for each month instead of having to come up with a massive amount all at 
once at the beginning of a semester.  

An important fact to consider when deciding whether this policy is meritorious for the purposes 
of advocacy by the Undergraduate Senate is that AU is relatively successful in ensuring that 
students do not become overwhelmed by the loans they take out. Indeed, the following graph 
shows that AU students have a much lower loan default rate than the national average:  40
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Additionally, average loan debt has been on the decline at AU. In fact, the average loan debate 
post-graduation for AU students was $32,500 in 2014 — lower than the then national  
average of $33,000 — which was a 21% drop from the average of $40,966 in 2009.  41

Furthermore, only 60% of students at AU took out loans at all in 2014 — significantly below the 
national average of 75% of students at four year, private, non-profit universities.  42

Comparative Analysis  

AU still has room to improve, however, in terms of the loan debt situation of its students. This is 
exemplified through an examination of some of its peer institutions. Boston College has a loan 
default rate of 0.9% for both undergraduate and graduate students, and about 48% of the 
graduating class in 2016 borrowed federal loans.  This is compared to the aforementioned 3.3% 43

default rate and 60% borrowing rate at AU. At GW, the loan default rate was 1.1% in fiscal year 
(FY) 2011, compared to AU’s 3.3% in the same FY.  44

These numbers make it clear that, while AU’s student body has default and borrowing rates well 
below the national average, they are not on par with all of its peer institutions. This could be a 
potential area of advocacy for the Undergraduate Senate, as AU should strive to ultimately 
outmatch its peer institutions in all domains of collegiate excellence and student satisfaction. 
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Conclusion 

While loan repayment assistance programs are often an excellent way to both attract prospective 
students, as well as ensure that college remains affordable post-graduation — it certainly remains 
expensive post-graduation for many students — it must be done in contexts where it will be 
substantially beneficial to the student body. For AU’s undergraduate programs, this is perhaps not 
the case because of the relatively small sizes of loans that are taken out by students, as well as 
the relatively small cohort of students who take out any loans.  

Because of these facts and statistics, a loan repayment assistance program may be unnecessary 
for AU’s undergraduate students. Of course, there are outliers in the student body who may be 
taking out massive loans well above $32,500, but there was also 40% of the student body that 
was loan-free in 2014. Thus, a loan payment program is something that the Undergraduate 
Senate can advocate if it so wishes, but it should not be a priority as there are other policies that 
can be accomplished more easily and benefit more students.  

!26



�

THE THIRTEENTH UNDERGRADUATE SENATE 
SPECIAL COMMITTEE ON FINANCE 

2017-2018

Reduction in Housing & Dining Costs 

Overview 

Full time undergraduate students at AU pay $9,898 for their room (housing) costs, and $4,804 for 
their board (dining) fees — a total of $14,702. Considering that this number is nearly a quarter of 
the cost of attendance for AU, developing ways to reduce it would indelibly be financially 
beneficial for students.  

Issues 

One of the main issues with AU’s dining options is its meal plan structure. Specifically, first and 
second semester students are required to purchase a 175 block meal plan, which costs $2,402 per 
semester.  To put that into perspective, here is a table showing the various meal plan options at 45

AU, as well as their prices and qualities, constructed from information on AU’s website:  46

Block Price Per Semester Notes

250 $3,000
• 250 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

225 $2,759
• 225 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

200 $2,666
• 200 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

175 $2,402
• 175 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

125 $1,843
• 125 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

100 $1,565
• 100 meals/semester 
• $200 Dining Dollars 
• $200 Eagle Bucks

50 $683 • 50 meals/semester 
• $100 Dining Dollars
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This data is for the 2017-2018 academic year, but it reveals some issues that are not addressed by 
the 2018-2019 academic year meal plan options at AU.  For example, the meal plan blocks 47

consistently decrease by a value of twenty-five, but then suddenly drop by fifty after the 175 
block plan. The lack of a 150 block option may make it easier for the university to justify its 
requirement that first and second semester students be enrolled in the 175 block plan. While it’s 
true that the difference between the 125 and 175 block plan is only $559, this money adds to 
$1,118 per year, which can be significant for some students. It should be noted that the 
2018-2019 meal plan rates are slightly more expensive, but not to a substantial degree (e.g. the 
175 block plan will cost $2,442).  48

Conclusion 

The Undergraduate Senate should advocate for a reduction in housing and dining costs mainly 
because these are areas of student life that should naturally warrant greater individual choice. For 
example, questions should be asked about why students are required to purchase certain meal 
plans when some of them prefer to not eat on campus at all, or do not eat on campus at a 
frequency that warrants the 175 block plan. The issue extends beyond first-year students, 
however, as “third- and fourth-semester campus residents are required to enroll in a meal plan 
at or above the 100 Block Plan.”   49

Although AU does not require any students to live on-campus, housing rates are another 
potential area of advocacy, but should be prioritized after dining concerns. This is because many 
of AU’s peer institutions have comparable housing rates for similar rooms, and because AU does 
not place housing mandates like it does for meal plans.  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Increased Endowment Spending 

Overview 

One proposal to increase college affordability that is often argued for is an increase in the portion 
of endowment money that is allocated towards financial aid programs. Much like some other 
propositions, this is something that is appealing at first glance, but much more complex in its 
details and idiosyncrasies. 

AU’s endowment stands at about $642 million.  50

The endowment is the result of money acquired from donors in the form of donations to AU. The 
interest accrued from these donations is allocated for expenditures, but the principal donation 
stays put. Surplus interest is added to the principal, allowing it to grow in perpetuity. Donated 
funds are restricted funds in that the donors require that they be used for a specific purpose (e.g. 
constructing a building named after someone) and therefore cannot be used for other things.  

The AU 2016-2017 Annual Report offers some more details on the nature of endowments:  
“The University’s endowment consists of approximately 450 individual funds established for 
scholarships and related academic activities. Its endowment includes both donor-restricted 
endowment funds and funds designated by the Board of Trustees to function as endowments. As 
required by generally accepted accounting principles, net assets associated with endowment 
funds, including funds designated by the Board of Trustees to function as endowments, are 
classified and reported based on the existence or absence of donor-imposed restrictions.”  51

Thus, AU cannot simply spend more of its endowment on financial aid. There are already, 
however, over 330 unique scholarships devoted from endowment funds (e.g. athletic 
scholarships).  

Here is AU’s current spending policy with respect to endowments:  
“The University has a policy of appropriating for distribution each year 5% of the endowment 
fund’s average fair value calculated on an annual basis over the preceding three fiscal years. In 
establishing this policy, the University considered the long-term expected return on its 
endowment. Accordingly, over the long term, the University expects the current spending policy 
to allow its endowment to grow at an average of 3% annually. This is consistent with the 
University’s objective to provide additional real growth through new gifts and investment 
return.”  52
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Feasibility 

In an ideal state of affairs, AU would be able to rededicate as much of its endowment as needed 
to make every student’s cost of attendance fall to minimal levels. In reality, however, this is not 
something that can be accomplished so simply, if at all. Indeed, the funds endowed to AU are 
largely restricted — they are given by specific individuals for a specific purpose.  

Another important thing to consider is that the use of endowment funds is more difficult at 
schools that have relatively small endowments, and are not the richest, such as AU. Indeed, as of 
2017, AU was not placed among the top 100 richest universities, while many of its peer 
institutions were.  This is critical because there are often calls for AU to increase the percent of 53

its endowment it spends, but with such a small pool of money that sort of financial behavior 
would be risky. In fact, endowment size is often positively correlated with the proportion of the 
endowment that is spent on operating costs for a university. For example, “At many of the 
wealthiest colleges, though, the share is much higher. About a third of Smith College’s and 
Harvard University’s annual budgets come from endowment returns. Amherst, Princeton, and 
Grinnell all fund about half of their operating budgets through endowment sources.”  These 54

sorts of mechanisms would not be financially survivable at AU.  

In addition, AU’s policy of appropriating 5% of its endowment is above the national average in 
recent years for universities with comparable endowment sizes, according to a 2016 testimony 
before the United States House Ways & Means Committee:  55
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Conclusion 

Taken together, the information in this section yields a few key points: 

• AU is not free to use its endowment in any fashion it wishes  
• AU’s endowment is relatively small 
• AU spends a comparatively substantial proportion of its endowment  

What does this mean? It’s simple — AU cannot currently sustain a scheme of massive 
endowment expenditures for financial aid, and the university would therefore most likely reject 
any such proposal.  

Endowments are often seen as the panacea for college affordability issues; they are, after all, a 
sum of money that stays put and grows ad infinitum. As evidenced by the research, however, this 
nature of endowments is necessary for its sustained use over long periods of time. Indeed, if AU 
were to immediately invest 10%, 15%, 20%, or more, of its endowment towards financial aid, 
many students today would no doubt be relieved of financial barriers to education. However, this 
large hypothetical investment would shatter the endowment’s ability to maintain the 3% return 
mentioned earlier, and the endowment would therefore fall into a downward spiral, instead of 
staying in a state of growth and measured outlay. This, in turn, would mean that future students 
would not be able to experience the financial benefits of a healthy endowment, and would 
perhaps end up paying more money in tuition and fees in order for AU to make up for its 
financial loss. Policies that sound good today do not always yield the best state of affairs for 
tomorrow. 

Thus, the Undergraduate Senate should not advocate for an increase in endowment spending, 
unless it is so minimal as to be agreed upon by the university and sustainable by the endowment. 
Furthermore, the Undergraduate Senate should work to advertise the scholarships from 
endowment funds in order to ensure that students are able to fully utilize the portion of the 
endowment that is currently set aside for their financial aid.  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Conclusion & Recommendations 

As noted in the introduction, college affordability is at the crux of the quality of student life both 
on AU’s campus, as well as on college campuses across the United States. That being said, the 
complexity of this issue requires a reasoned and rational approach to solve it. This report 
examined several of these approaches, and the following breakdown will detail the merit of each. 

• Limited Tuition Increase: AU is already doing this without consequence, and should 
continue to do so 

• Reduction in Administrative Costs: This would allow for more disposable funds for things 
such as the tuition discount rate, and would ensure that the operating cost does not rise due 
to extraneous factors 

• Increased Tuition Discount Rate: This would result from a greater amount of disposable 
funds, which would result from cost cuts in other areas of the budget, and is something that 
would be beneficial to the student body for obvious reasons 

• Fixed Tuition: This has merit, and many costs, but ultimately is not something that should 
be pursued at AU right now 

• Tuition “Shopping Sheet”: This is accomplishable and would provide profound benefits to 
students in terms of financial planning 

• Tuition Freeze: A limited tuition increase is a good idea in the context of AU, a tuition fix 
wanders into the realm of high potential costs, and a tuition freeze takes those costs to the 
extreme 

• Loan Repayment Assistance: This is a great idea, but is not very necessary for AU’s 
undergraduate student body specifically, but there are alternatives that may provide similar 
benefits   

• Reduction in Housing and Dining Costs: This is an area where the university can reduce the 
cost of attendance simply by offering students more choice  

• Increased Endowment Spending: This idea is often proposed, but would not work at AU 
right now simply because of the university’s financial status quo 
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Clearly, some proposals would be more beneficial to the students at AU — our constituents — 
than others. 

Therefore, this report recommends that the Undergraduate Senate prioritize its advocacy on 
things such as the tuition “shopping sheet,” limited tuition increases, administrative cost 
reductions, housing & dining plan reforms, and alternatives to loan repayment programs. On the 
other hand, things like increased endowment spending, and a tuition freeze or fix are not suitable 
for AU, and should not be things that the Undergraduate Senate focuses its efforts and energy on.  

Above all, this report concludes that the greatest and most immediate way to improve the 
financial situation of even a single student is to use the power of information. That is, the 
Undergraduate Senate should publicize financial aid application deadlines, procedures, and 
resources so that every student is aware of exactly what they need to do in order to make their 
college experience as affordable as possible. The Undergraduate Senate can advocate for more 
financial aid and affordability on the highest level of university administration, but any success 
on that front will not matter if students are left unaware of how they can utilize it.  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