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Executive Summary
In 2015, Lumina Foundation introduced the Rule of Ten, a new method for assessing college affordability for 
students in the U.S.1 The rule rests on the assumption that an “affordable” cost for college should not exceed the 
total of: (1) what a student and his family can save by putting away 10% of their income for the 10 years before 
enrollment; and (2) a student’s earnings, working 10 hours per week while in college. 

In 2017, we published a report comparing actual student expenses in 2011–12, based on data from the U.S. De-
partment of Education’s National Postsecondary Student Aid Survey (NPSAS), with those recommended by the 
Rule of Ten.2 We found that college exceeded the Rule of Ten’s recommended level for most students in the U.S.; 
that expenses over the rule’s affordability ceiling were paid for by students’ part-time earnings as well as by debt; 
and that students from the wealthiest households disproportionately attended the highest-cost institutions and 
amassed the most debt.

This paper updates our earlier analysis with the most recent NPSAS data. We find that, in 2015–16, students 
from the wealthiest households continued to attend the priciest institutions and continued to take on the most 
debt. This suggests that many students prefer higher short-run costs in exchange for higher expected long-run 
returns (often in the form of better-paying jobs). Thus, efforts to assess college affordability that ignore long-run 
returns and focus exclusively on short-run costs paint an incomplete picture of the value delivered to students.

Other findings include:
  In 2015 –16, students seeking bachelor’s degrees faced an average net cost, including living expenses, of about 

$85,000 for the entirety of their degrees—or about $6,000 more than in 2011–12.

  In 2015 –16, students seeking associate’s degrees faced an average net cost for their degrees of about 
$22,000—essentially unchanged from 2011–12.

  In 2015–16, students from households in the highest income quartile (those with incomes above $120,000) 
borrowed about $10,500 more than students from households in the lowest income quartile (those with incomes 
below $30,000). In 2011–12, the borrowing gap was $7,500.

  Between 2011–12 and 2015–16, college became slightly more affordable, as measured by the Rule of Ten, for 
students seeking bachelor’s degrees as well as associate’s degrees.
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Paying for College
College costs are generally reported on an annual basis. In this report, however, all cost figures are reported as 
the total cost for obtaining a particular degree, assuming that students take only the prescribed length of time 
to graduate. The average net cost of an associate’s degree in the U.S. was largely unchanged between 2011–12 
($22,039) and 2015–16 ($22,044).

While costs stayed flat for students seeking associate’s degrees, there was a sizable decline in borrowing between 
the two survey years. In 2011–12, students borrowed an average of $4,717; in 2015–16, they borrowed $3,725. 
This difference was more than offset by an increase in earnings from work—i.e., students financed their educa-
tions with less debt and higher earnings while enrolled. Earnings while enrolled increased by $2,523, to $13,843. 
One reasonable interpretation of this finding would be that the increase in earnings reduced students’ reliance on 
debt. It is also possible that reduced access to debt drove students to earn more while they were enrolled, through 
higher wages or longer hours.

By contrast, the net cost of a bachelor’s degree rose $6,131, to $84,905 from 2011–12 to 2015–16. Note that both 
the average cost and the observed increase do not reflect an index of prices available to students. Instead, they 
reflect patterns of enrollment across higher- and lower-priced options. For example, even if prices charged by 
colleges were unchanged, we would still see an increase in average net cost if a larger share of students elected to 
enroll in relatively higher-cost programs.

The increase in the net cost of a B.A. was accompanied by an increase in borrowing. Estimated average borrowing 
over the course of the degree increased from $25,090, in 2011–12, to $26,201, in 2015–16. Students in 2015–16 
also reported lower levels of earnings than students in 2011–12. The combination of a slight increase in debt and 
a decline in earnings meant that students were financing a larger share of the expense of college out of savings 
or current income.

Being saddled with mountainous debt is often depicted as an unavoidable fate for low-income students who 
desire a college education in the U.S. Our findings paint a more complicated picture.

Borrowing increased for students across all income categories. But the biggest increase was seen among the most 
affluent students. Students from households with annual incomes exceeding $120,000 borrowed, on average, an 
estimated $25,500 over the course of the degree program—up by about $5,000 from 2011–12. Students from 
families in the highest income quartile borrowed about $10,500 more, on average, than students from the lowest 
income quartile. (While high-income students are less likely to borrow, they tend to borrow much larger amounts 
than other students.)

Why would affluent students take on so much debt? First, as noted, the children of well-off families tend to choose 
higher-cost institutions and to complete four-year degrees. Second, well-off families are usually better placed 
to take advantage of the arbitrage opportunity offered by federal student loans—i.e., borrowing at subsidized 
interest rates and investing any cash that this frees up in a higher-return investment, such as retirement savings.
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To be sure, affluent students still face sizable out-of-pocket bills even after their college loans have been applied: 
the average amount that such students pay from savings and current income nearly equals the average net cost 
of a bachelor’s degree. This indicates that many of these students could find a program of study to attend that 
would leave them debt-free but instead choose to enroll at a higher-cost institution. For these students, mini-
mizing tuition costs is clearly not the objective; rather, it is maximizing their long-run financial returns (or some 
nonmonetary objective) from college.

As discussed in our 2017 report, college selectivity plays an important role in pricing and affordability. Selective 
institutions charge a considerable premium over less selective institutions (Figure 1).

FIGURE 1. 

Paying for College: Net Cost, Total Loans, Student Earnings, and Out-of-Pocket Expenses,  
2015–16 vs. 2011–12

Population Net Cost, 
2015–16

4-Year 
Change

Total 
Loans, 

2015–16
4-Year 
Change

Student 
Earnings, 
2015–16

4-Year 
Change

Out-of-
Pocket 

Expenses, 
2015–16

4-Year 
Change

All students $60,233 $6,141 $17,769 $1,272 $16,396 $148 $26,068 $4,722

Degree

Seeking associate’s 
degree $22,044 $5 $3,725 -$992 $13,843 $2,523 $4,477 -$1,526

Seeking bachelor’s 
degree $84,905 $6,131 $26,201 $1,110 $19,858 -$1,309 $38,847 $6,329

Dependency 
Status

Dependent student $69,986 $5,731 $20,954 $2,135 $11,163 $1,046 $37,868 $2,550

Independent student $42,059 $2,703 $11,835 -$1,297 $26,148 $1,008 $4,077 $2,992

Income  
Quartiles for 
Dependent 
Students

Low income $42,303 $3,462 $14,877 $1,391 $10,871 $1,263 $16,556 $807

Mid-low income $56,574 $2,304 $19,757 $1,145 $11,418 $988 $25,399 $172

Mid-high income $73,825 $2,251 $23,787 $1,536 $11,605 $304 $38,433 $410

High income $107,281 $14,940 $25,401 $4,473 $10,760 $1,630 $71,119 $8,837

Race/ 
Ethnicity

White $66,490 $8,037 $20,309 $2,835 $17,330 $715 $28,851 $4,487

Black $45,522 $3,324 $20,127 $1,708 $17,290 -$419 $8,104 $2,035

Hispanic $44,370 $1,983 $13,231 -$208 $15,592 $852 $15,547 $1,339

Asian $70,663 $3,726 $14,064 -$383 $12,294 -$703 $44,305 $4,812

Institution 

Public 4-year $69,585 $5,503 $21,106 $1,058 $16,256 $2,006 $32,224 $2,439

Less selective $66,026 $5,460 $21,206 $566 $17,432 $2,254 $27,389 $2,640

Highly selective $84,640 $9,607 $20,682 $2,478 $11,279 -$82 $52,678 $7,211

Private nonprofit $103,576 $2,058 $31,283 $343 $19,804 $2,899 $52,489 -$1,184

Less selective $86,577 -$2,501 $33,430 $426 $22,893 $3,300 $30,254 -$6,227

Highly selective $143,752 $18,560 $26,206 -$802 $12,504 $715 $105,041 $18,648

Public 2-year $17,056 -$364 $1,644 -$594 $11,555 $1,793 $3,857 -$1,562

Private for-profit $30,298 -$9,945 $11,286 -$4,219 $18,942 -$9,161 $69 $3,434

Source: National Postsecondary Student Aid Survey; “4-Year Change” columns compare 2015–16 with 2011–12; “dependent” students rely on family (or other sources) for tuition assistance.
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In 2015–16, the average net cost of a bachelor’s degree at a highly selective public institution was $84,640, com-
pared with $66,026 at a less selective public institution—a premium of almost $20,000. The premium is even 
greater for private nonprofit institutions. The average net cost of a bachelor’s degree at a highly selective private 
nonprofit is $143,752—more than $57,000 greater than a less selective one.

Measuring Affordability
In our 2017 report, we warned against using simple tallies of student spending on college as a proxy for afford-
ability: in an age of easy access to subsidized credit, we argued that the most pertinent measure of affordability, 
for students and policymakers, is the long-run value of a degree relative to its price. Yet we also acknowledged 
that credit constraints (as well as perceived credit constraints created by aversion to debt) may affect access 
to, and enrollment in, higher education. As such, it is worthwhile to examine how short-run affordability (i.e., 
college cost relative to income) has changed over time.

FIGURE 2. 

Share of Students for Whom College Was Unaffordable, as Determined by the Rule of Ten,  
2015–16

Share of  
Students 

4-Year Change  
(Percentage Points)

All students 72% -3%

Degree
Seeking associate’s degree 69% -2%

Seeking bachelor’s degree 83% -3%

Dependency Status
Dependent student 73% -1%

Independent student 70% -6%

Income Quartile for  
Dependent Students

Low income 80% -2%

Mid-low income 83% 1%

Mid-high income  71% -2%

High income 57% 0%

Race/Ethnicity

White 71% -2%

Black 74% -4%

Hispanic 69% -3%

Asian 76% -6%

Institution

Public 4-year 80% -2%

Less Selective 81% -2%

Highly selective 78% -2%

Private nonprofit 84% -5%

Less selective 84% -5%

Highly selective 86% -5%

Public 2-year 58% -1%

Private for-profit 46% -19%

Source: National Postsecondary Student Aid Survey; “4-Year Change” column compares 2015–16 with 2011–12.
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The Rule of Ten—which, as noted, suggests an “affordable” level of expense for college based on an individual’s 
finances—offers a useful benchmark for comparing how the challenge of paying for college has evolved.3 When 
we compared actual student spending in 2015–16 with the affordability ceilings set by the Rule of Ten, the share 
of students whose spending exceeded the affordability threshold decreased by 3 percentage points (Figure 2)—
i.e., college was affordable for more students in 2015–16 than in 2011–12. 

The main cause? Students’ greater ability to pay in 2015–16 (because of higher family incomes and greater earn-
ings from work while in school) more than offset the higher cost of college in 2015–16.

Conclusion
The 2015–16 NPSAS reveals a similar story to the one that emerged in our previous analysis of the 2011–12 
NPSAS. In 2015–16, students from the highest-income households continued to attend the highest-cost institu-
tions and continued to borrow the most, too. This is consistent with the hypothesis that students make choices 
about enrollment that optimize the long-run return of their investment. It also highlights the need to consider the 
long-run returns—as well as short-term enrollment costs—of higher education when examining “affordability.” 
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Endnotes
1 The rule is not intended as a rigid blueprint for how student aid dollars should be allocated.
2 See Beth Akers, Kim Dancy, and Jason Delisle, “The Affordability Conundrum: Value, Price, and Choice in Higher Education Today,” Manhattan Institute, 

Apr. 12, 2017. All cost and price figures reflect full-time attendance for the entire normal duration of the degree program and include living expenses. Net 
costs are costs that the student incurred after discounts, grants, and scholarships but not student loans or tax benefits. Changes in figures from 2011–
12 to 2015–16 are not adjusted for inflation.

 The data and methodology in this paper differ from the 2017 report in several ways. The 2015–16 data do not include a variable for the amount that 
students earn from work while enrolled; the 2017 report used such a variable (JOBEARN2) in the 2011–12 data to figure out how much students 
contribute toward their educational costs. This paper uses variables in the 2015–16 data for hours worked (JOBHOUR2) and hourly earnings 
(JOBRATE2) while enrolled (it also assumes enrollment spans of 30 weeks per year) to approximate the same figure from the 2017 paper.

 The other major change: the 2017 paper estimated family savings based on income earned over the federal poverty guidelines. However, the Rule of Ten 
specifies that savings should be calculated on earnings over 200% of the federal poverty guidelines. This report reflects the 200% threshold and corrects 
the original figures so that comparisons with 2011–12 are based on consistent calculations. For this reason, figures may not match for 2011–12 between 
this paper and the 2017 report.

3 Unlike a point-in-time calculation, an across-time comparison does not require us to accept the Rule of Ten’s assumptions regarding ability to pay. A 
benchmark formulated with different assumptions would generally yield similar findings.
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