
What is the forecast for college cost increases? 

You've seen the charts--a college education is expensive. All those benets of personal growth, expanded 
horizons, and increased lifetime earning power come at a price, a price that increases every year. For the 
2007/2008 academic year, the average cost of attendance for a four-year public college is $17,336, while the 
average cost of attendance for a four-year private college is $35,374.  (Source: The College Board's 2007 Trends 
in College Pricing Report.)  The trend of annual college costs outpacing ination is expected to continue.  

Why can't colleges keep their prices down? 

There are many reasons why colleges have a hard time holding down their price increases to the rate of 
ination.  For one thing, higher education is labor intensive. For another, there are a variety of extra costs that 
colleges must absorb, like recruiting (these now average over $1,500 per student enrolled at a private college), 
technology (all those computers and networks), and building maintenance costs. Couple this with the reality that 
parents increasingly expect more bang for the buck, everything from modernized career centers (so their 
offspring can nd a job after college) to state-of-the-art recreational facilities and medical centers. 

What expenses are included in the cost of college? 

In the academic world, the cost of college is generally referred to as the cost of attendance (COA). Each college 
has its own COA. The COA consists of ve items: 

•Tuition and fees: These expenses are generally the same for all students. 

•Books and supplies: These expenses can vary depending on the courses selected. 

•Room and board: These expenses can vary depending on where the student lives (e.g., dorm, off-campus 
apartment, at home) and the meal plan chosen. 

•Transportation: This expense can vary depending on how far the student lives from the college. It can involve 
daily commuting expenses, three round-trip ights home a year, or anything in between. 

•Personal expenses: This category varies greatly among students. It can include telephone bills, health insurance, 
late-night pizzas, personal spending money, or even day-care bills. 

Twice per year, the federal government recalculates the COA for each college and then adjusts the gures for 
ination. The government then uses the COA gures to determine your child's particular nancial need come 
nancial aid time. 

Why you should start saving early 

Next to buying a home, a college education is the largest expenditure most parents will ever make (and 
perhaps the biggest expenditure when more than one child is in the family picture). Faced with such a daunting 
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task, you  might be inclined to ignore the problem and wait until you are more nancially settled before you 
start saving. But that would be a mistake. 

The key to sanity in the area of education planning is advance planning. The earlier in the process you become 
informed about the potential costs and your saving options, the greater chance you will start saving. And the 
more money you save now, the less money you or your child will need to borrow later. 

It is important to begin saving as early as possible so you can earn interest, dividends, and/or capital gains on as 
much money as possible. With a long-term savings strategy, you can hopefully keep ahead of college ination. 

Regular investments add up over time. By investing even a small amount of money on a regular basis, you have 
the potential to accumulate a signicant amount in your child's college fund. The following table illustrates how 
your monthly investment can grow over time (assuming an approximate 8 percent after-tax return rate): 

Monthly investment ! 5 years ! 10 years !15 years !20 years 

! $100 ! ! $7,348 ! $18,295 ! $34,604 ! $58,902 

! $300 ! ! $13,043 ! $54,884 ! $103,811!$176,706 

! $500 ! ! $36,738 ! $91,473 ! $173,019 !$294,510 

Note: The above example is for illustrative purposes only and does not represent the return of any investment. 

There is no guarantee that your investment will realize a return and there is a risk that you will lose your 
investment entirely. 

How much do you need to save? 

How much you need to save obviously depends on the estimated cost of college at the time your child is ready 
to attend. Often, these numbers are staggering. For many parents, the question of how much they should save 
becomes how much they can afford to save. 

To determine how much you can afford to save for your child's college each month, you will need to prepare a 
budget and examine your monthly income and expenses (for help, see Budgeting). Don't be discouraged if you 
can save only a minimal amount at rst. The key is to start saving early and consistently, and to add to it 
whenever you can from raises, bonuses, or unexpected gifts. 

After you determine how much you can save each month, you will need to choose one or more saving 
options. There are many possibilities for college savings--529 plans, Coverdell education savings accounts, 
custodial accounts, bank accounts, and mutual funds. To help make your nest egg grow, you will want to 
maximize the after-tax return on your savings while minimizing risk. For more information on where to put your 
money, see 

College Saving Options. 

Finally, keep in mind that most parents are not able to save 100 percent of their child's college education (after 
all, do you know anybody who purchased a home entirely with his or her own savings?). Instead, parents 
generally supplement their savings at college time with a combination of personal loans, nancial aid (student 
loans, grants, scholarships, and work-study), and tax credits to cover college costs. 
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