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Introduction

he current recession and sharp downturn in state revenues
I have increased interest in raising tuition charges at higher

education institutions in New York. Out-of-state tuition
has drawn special attention, as such rates are lower among cam-
puses in the State University of New York (SUNY) than those
charged by most states.! To inform the discussion of out-of-state
tuition, SUNY officials asked the Nelson A. Rockefeller Institute
of Government to conduct a study that addresses three ques-
tions. First, how do SUNY’s undergraduate nonresident tuition
and fees compare to those charged by comparable higher educa-
tion institutions?? Second, what is known about the effects of hy-
pothetical changes in nonresident policies and rates on student
enrollment and total revenues? Third, what other important ef-
fects might result from changes in nonresident charges and en-
rollments, including effects on the state’s economy and
demographics?

The findings in this report are based on an analysis of SUNY
policies and enrollment data, a review of the scholarly literature
on the topic of nonresident students at state-supported higher ed-
ucation institutions, and consultations with other experts. The
study found that SUNY’s nonresident tuition and fees are lower
overall than those charged by other state university systems. But
the picture varies depending on the type of campus. Although
nonresident tuition for undergraduates at institutions granting
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bachelor’s and master’s degrees is comparable to national and re-
gional averages, nonresident tuition for undergraduates at
SUNY’s research campuses is among the lowest in the nation.

The study found, however, that increases in nonresident tui-
tion and fees do not always yield increases in total revenues for
universities or university systems. Increases in tuition and fee
rates can reduce out-of-state student enrollments, and enrollment
declines may, under some circumstances, produce substantial re-
ductions in total revenues. The effects of nonresident tuition and
fees on total revenues appear to depend on specific market cir-
cumstances facing each campus. The study also found some evi-
dence that nonresident enrollments can have significant economic
and demographic effects on the communities and regions where
campuses are located. Taken as a whole, these findings suggest
that the same changes in nonresident tuition and fees are likely to
produce very different effects depending on the specific competi-
tive and economic conditions facing each campus. An across-
the-board approach to nonresident tuition increases could lead to
increased revenues at some campuses, while at other campuses it
might decrease revenues, undermine academic quality, and lead
to economic losses in the regions where those campuses are lo-
cated.

Reasons Public Colleges and Universities Enroll —
and Limit Enroliment of — Nonresident Students

Public institutions of higher education are established to bene-
fit the states in which they are located. Among other purposes,
they are expected to educate state residents and provide an edu-
cated workforce to power the state’s economy. Yet nearly all pub-
lic colleges and universities admit students from out of state and
often from other nations. This section discusses the educational
and economic reasons that lead public colleges and universities to
enroll nonresident students, the arguments for charging
out-of-state students a higher rate, and the reasons why such in-
stitutions may want to limit nonresident student enrollment.

Several issues may influence a public college or university’s
policies regarding nonresident students. One is the need to ensure
sufficient access for qualified in-state students. Given that need,
institutions want to ensure that nonresident students do not
crowd out qualified in-state students.? On the other hand, institu-
tions may avoid raising nonresident tuition too high, or adopting
policies that exclude nonresident students, because of the possibil-
ity that institutions in neighboring states will retaliate against that
state’s students.*

A related set of concerns has to do with institutional capacity.
Colleges and universities that are operating with excess capacity
may attempt to fill slots with nonresident students.5 Institutions
may also recruit nonresident students to support particular de-
gree programs that are prestigious but that cannot be supported
by resident student demand. Some small states, such as Delaware
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and Vermont, attract large numbers of nonresident students to
their public research universities in order to have a larger institu-
tion, with a greater economic impact and a broader range of
high-quality academic and athletic programs than their state
could support alone. Nonresident students made up 66.6 percent
and 60.8 percent of first-time freshmen at public four-year institu-
tions in Delaware and Vermont, respectively, in the fall of 2008.6

Some institutions seek to create a more diverse student body
by drawing students from other parts of the United States and the
world. This exposes resident students to people from different
cultural and geographic backgrounds, which colleges and univer-
sities value as part of liberal education.”

Universities may set higher admissions standards for nonresi-
dent students and thus use nonresident students to raise the aca-
demic quality and reputation of their institutions.8 Many
institutions also recruit talented athletes from out of state.” Draw-
ing students from out of state can spread an institution’s reputa-
tion beyond the state’s borders.

Finally, there are financial and economic considerations. Insti-
tutions can seek to increase revenues by increasing enrollment of
tuition- and fee-paying students from out of state, or by hiking the
amount they charge them. Whereas in-state students ordinarily
receive a substantial state-financed subsidy, tuition and fees for
nonresident students are higher. Nonresidents sometimes pay a
tuition rate that is above the marginal per-student expenditure,
which helps subsidize resident students” education.

One rationale for the price differential is that residents and
their parents pay state taxes, while nonresidents do not, and state
taxpayers may be opposed to the idea of subsidizing the educa-
tion of nontaxpayers.l® Another reason may be that residents are
more likely to remain in the state after graduation and thus con-
tribute future tax revenues.!

This leads to the broader consideration of the impact of
nonresident students on the host state’s economy. Students from
out of state bring money to, and generate economic activity
within, the host state, both by spending while in school and in
some cases by remaining in the state as taxpaying residents after
graduation.!2

These considerations are not mutually exclusive, nor are they
the same for every institution. The optimal mix of students at a
particular institution depends on demographics, the political envi-
ronment, economic factors, and institutional mission.

SUNY and Its Nonresident Students

In the fall of 2008, nonresidents made up 13,118 — or 8.9 per-
cent — of the 147,357 full-time undergraduates at SUNY’s
state-operated campuses.’®> SUNY’s enrollment of nonresident stu-
dents has increased over the past decade: In 1998, just 4.6 percent
of SUNY’s first-time freshmen were nonresidents, compared with
8.0 percent in 2003 and 10.3 percent in 2008.
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Table 1. A Relatively Small Percentage of SUNY Freshmen Are From Out of State SUNY enrolls a

Percentage of Out-of-State Freshmen at SUNY and Public Institutions in Large and Neighboring States, 2008 larger number of

State Total Freshmen Number Nonresident Percent Nonresident .
Vermont 3,878 2,358 60.8% nonre51de‘nt.stu.den.ts
Pennsylvania 48,347 9,135 18.9% Fhan pubhc institutions
Connecticut 9,425 1,645 75| in many other states,
Massachusetts 15,393 1,971 128%| but nonresidents make
SUNY 31,567 3,243 103%| up a relatively small
New York (SUNY and CUNY) 52,291 4,596 8.8% percentage Of SUNY,S
New Jersey 18,316 1,236 6.7% first—time freshmen.
California 90,574 4,555 5.0% ThiS is similar to the
Texas 70,290 3,426 4.9% .
Source: Authors' analysis of National Center for Education Statistics (NCES) Integrated Postsecondary Education pattern at puth
Data System (IPEDS) data. four-year institutions

in some other large,
populous states, as shown in Table 1. Indeed, the three states with
the smallest percentages of out-of-state freshmen in the nation in
2008 were New Jersey (6.7%), California (5.0%), and Texas (4.9%).
The comparable figures for New York’s neighbors to the east were
17.5 percent in Connecticut and 12.8 percent in Massachusetts. By
contrast, Vermont enrolled the second-highest percentage of
out-of-state freshmen in the nation, with 60.8 percent, and Penn-
sylvania (18.9%) enrolled 9,135 nonresident freshmen, more than
any other state.
Roughly half of full-time nonresident undergraduates at
SUNY'’s state-operated campuses were from the United States,
and half were inter-
Figure 1. SUNY Draws Many Nonresident Students from Neig i national students.
The countries that
sent the most inter-
s g national students
3 : were South Korea,
: ' China, Japan, Can-
ada, India, and Tur-
key. Of SUNY’s
nonresident stu-
dents from the U.S,,
the largest numbers
came from neigh-
boring states, as
seen in Figure 1.
The top five states
were, in order, New
Jersey, Pennsylva-
nia, Connecticut,
Massachusetts and
R —— Vermont. Though

more distant, the
’_Eeu populous states of
e California, Florida,
T veweren and Texas also sent

Origin of US Nonresident SUNY Students

Source: SUNY Student Data File (SDF), Fall 2008. large numbers of
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Figure 2. Nonresident-to-Resident Tuition Ratio Has Been Between 2.4 and 2.7 Since 1991 [E{ate (s ats: BN Vi 4 2 al¥(e

SUNY Nonresident vs. Resident Bachelor’s Tuition, 1980-81 to 2009-10 states send fewer than
$9,000 - 400 50 of their residents to
SUNY.
$8,000 A / - 3.50 Under state law,
$7.000 a0 SUNY hgs the authqrity
/ \ / : to set “different tuition
$6,000 N L 250 rates based on state resi-
$5.000 l_‘ 7L dency.”1* Over the past
/ / - 2.00 30 years, SUNY has
$4,000

charged nonresident
students an average of
2.4 times more than resi-
dent students, as shown

/—/

- 1.50
$3,000 /
$2,000 - 1.00
/ - 0.50

Nonresident less Resident Tuition

Ratio of Nonresident to Resident Tuition

$1,000 in Figure 2. A spike in
- the late 1980s and early
$0 T T B 1990s sent the ratio to
e PP LD PP PP PP P 3.5 before it settled into
S FFFFHFFFFFFTFFEF .
I N I U O S S S S the 2.4 to 2.7 range since
, , . . 1991-92. The 2009-10
—$ Difference =~ esmmRatio of Nonresident to Resident nonresident tuition rate
Source: SUNY System Administration Budget Office records. Authors’ calculation of ratio. is $12/870 — which is

$7,900 and 2.6 times the
resident tuition rate of $4,970.

SUNY’s resident tuition (the denominator in that ratio) is com-
paratively low, which helps to boost SUNY’s nonresident-to-resi-
dent tuition ratio higher than most of its neighbors’. So, for
example, the ratio is just 1.7 in New Jersey and Pennsylvania,
where resident tuition tops $9,500. Vermont’s and Massachu-
setts’s ratios are similar to one another, at 2.1 and 2.2, respectively,
although Vermont’s nonresident tuition and fees are among the
highest in New England. Even though Connecticut’s nonresident
tuition rates ($18,400) are the highest in the region, Connecticut
has a nonresident-to-resident tuition ratio of 2.6, the same as
SUNY’s.15

SUNY campuses do not automatically get to keep and spend
their tuition revenues. Tuition rates — for both residents and non-
residents — have historically been set as part of the state budget
process. Tuition revenues are paid into the state’s treasury. SUNY
itself can only spend the money if the state Legislature appropriates
it for campus use — and on occasion, as with the resident tuition in-
crease last year, the Legislature in effect captures some or all of the
increased revenues for general purposes, reducing General Fund
(taxpayer) support for SUNY by an amount that offsets some or all
of the increased tuition receipts. Once an appropriation is made,
SUNY’s Board of Trustees and its central administration distribute
the appropriated funds to individual SUNY institutions. Under cur-
rent SUNY policy, each campus is reimbursed for the full amount it
raised in tuition and fees. SUNY distributes the remaining state op-
erating support to campuses based on enrollment by discipline and
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Figure 3. Nonresident Tuition Has Increased More Frequentl

SUNY Resident, Nonresident Associate’s,* and Nonresident Bachelor’s Tuition, 1980-81 to 2009-10

level, to reflect differ-
ences in costs.
Not surprisingly, in-

Than Resident Tuition

$14,000

creases in nonresident

$12,000

/ tuition have tended to
/_/ occur in economic

$10,000

/ downturns when state
tax receipts fall and

$8,000

state tax support for
SUNY is cut. As shown

$6,000

in Figure 3, nonresident

$4,000

7 tuition has increased
more frequently than

$2,000

resident tuition — 13
times since 1980-81 —
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o and more steeply.1®
Nonresident bachelor’s
tuition has increased
more than 850 percent
since 1980-81, from
$1,500 to $12,870, as

= Nonresident Bachelor's

Source: SUNY System Administration Budget Office records.

Table 2. SUNY’s Undergraduate Tuition Rates, Selected Years, 1980-81 to 2009-10
SUNY Undergraduate Tuition Rates, 1980-81 to 2009-10

shown in Table 2, while
resident tuition has in-
creased 550 percent,

1980-81] 198586] 1990-91] 199596] 200001 2005-06] z00e-10] from $900 to $4,970. In-
Nonresident Associate's* 1500] 3200 4850 8300] 5000 7210] s750] flation, as measured by
Nonresident Bachelor's 1500 3200 48s0] 8300] 8300] 10610] 12870] the Consumer Price In-
Resident Associate's and Bachelor's 900 1,350 1,500 3,400 3,400 4,350 4,970 dex, was 162 percent

Source: SUNY System Administration Budget Office records.

over the same period.

* Note to Figure 3 and Table 2: In 1997-98, SUNY adopted a lower nonresident tuition rate for associate’s
degree students. (New York State Education Law §355(2)(h)(4) provides that SUNY can charge different
tuition rates for different degrees.) This was done in an effort to increase nonresident enrollment at its as-
sociate’s-degree-granting Technology Colleges, which were struggling with low enrollment and were in
the process of morphing into bachelor’s-degree-granting institutions. For a list of SUNY’s Technology Col-

leges, see Appendix B.

Rockefeller Institute

These patterns at
SUNY echo national
trends. During the early
and mid-1990s — and
again during the eco-
nomic downturn of the
early 2000s — state support for public higher education shrank in in-
flation-adjusted terms nationwide. In response, public universities in-
creased their reliance on tuition revenues, especially nonresident
tuition, with rate increases that outpaced inflation. At the same time,
states began increasing funding for student financial aid and tuition
tax breaks, which helped to lessen political opposition to further tui-
tion increases.!”

No Tuition Differentiation by
Institution Type: A SUNY Anomaly

New York law is unusual in that SUNY is required to set a sin-
gle tuition rate for all nonresident bachelor’s degree students.18
Fees vary somewhat by campus, but all bachelor’s degree stu-
dents must be charged the same tuition, regardless of the type of
institution they attend. (See Table 3, which groups SUNY institu-
tions by the type of degrees awarded.) South Dakota, Alaska, and
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Table 3. Categorization of SUNY State-Operated Campuses Idaho are the 9“1}’
other states with doc-

Institution Type General Description SUNY State-Operated Institutions
;.
. Institutions that award at least 20 doctoral degrees per  |Albany, Binghamton, Buffalo, Downstate toral and master’s in-
Doctoral-Granting/ Research ear. SUNY’s University Centers fall primarily into this Medical, Environmental Science and Forestr : :
Universities vear. vy primarily ' : Y| stitutions that do not
category. Stony Brook, Upstate Medical K i K
- . Brockport, Buffalo State, Cortland, Empire Vary prlce by Institu-
. . Institutions that award at least 50 master's degrees, but . .
Master's-Granting Colleges and , - State, Fredonia, Geneseo, New Paltz, tiont pe
) ", fewer than 20 doctorates. SUNY’s Comprehensive or Y .
Universities Uni ity Coll fall primarily into thi " Oswego, Oneonta, Plattsburgh, Potsdam, .
niversity Colleges fall primarily into this category. SUNY IT By COI'ItI'aSt, in
Institutions where bachelor's degrees accounted for at mal’ly states y nonresi-
least 10 percent of all undergraduate degrees and where |Alfred State, Canton, Cobleskill, Delhi, d d d
Bachelor's-Granting Colleges  |they awarded fewer than 50 masters degrees per year. |Farmingdale, Maritime, Morrisville, Old ent un ergra uate
This category is made up primarily of SUNY’s Westbury, Purchase tuition and fees are set
Technology Colleges. R K X
No undergraduate programs College of Optometry and adJUSted mn hght Of
Source: Categorization based on Carnegie classification system, with modifications by authors. For further explanation, see Appendix B. market Considerationsl

which change over
time and can be unique for each individual institution. What do
competing institutions charge? What price are prospective stu-
dents willing to pay? How much revenue does the institution
need to generate in tuition and fees? Research institutions with
doctoral programs require high-cost facilities, and may want to
see that fact reflected in their tuition charges. Many public institu-
tions also charge higher tuition for particular programs that cost
more to offer, and that lead to higher-paying jobs upon gradua-
tion, such as engineering.

Comparing SUNY’s Nonresident Tuition and Fees

At around $14,000 in 2009, SUNY’s nonresident tuition and
fees for undergraduates at bachelor’s and master’s institutions are
in line with national averages. As Figure 4 illustrates, however,
the national average for doctoral institutions is much higher than
what SUNY charges
nonresident undergrad-
uates at its research in-
stitutions. Table 4

Figure 4. SUNY’s Bachelor’s and Master’s Institutions Are In Line With National Averages
Nonresident Tuition and Fees by Institution Type: National Average and SUNY

$22,500 shows that SUNY’s un-
$20,000 dergraduate tuition and
fees are 28 percent be-
$17,500 low the national aver-
$15,000 age for doctoral
institutions — a differ-
$12,500
ence of almost $5,600.
$10,000 SUNY is also dis-
$7.500 tinctive in the small dif-
ference in nonresident
$5,000 rates between doctoral
$2,500 and bachelor’s institu-
%0 tions. On average, doc-

toral institutions
nationwide charged
= SUNY mNational Mean nonresident undergrad-

Source: Annual Survey of Colleges 2009. Copyright © 2009 The College Board. This material may not be uates an average of
copied, published, rewritten or redistributed without permission. about $5,650 more than

Bachelor's Master's Doctoral
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Table 4. SUNY Doctoral Institutions Charge 28 percent Less Than National Average
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institutions offering

Nonresident Tuitions and Fees by Institution Type only bachelor’s de-
grees. At SUNY, this
=CiN National Difference difference was just
Carmegie Group $102. (As noted above,
Bachelor's 9| $14,063 129 | $14,089 $26 | 0% SUNY does not have
Master's 12 | $13,973 249 | $14,548 $575 | 4% the authority to charge
Doctora] 7] $14.165 175 $19.733 $5568 | 28% | differential tuition

Source: Annual Survey of Colleges 2009. Copyright © 2009 The College Board. This material may not
be copied, published, rewritten, or redistributed without permission.

rates for nonresident
students; the difference

between charges —
that is, the $102 — is the result of different fees.)

Figure 5 compares SUNY’s nonresident tuition with aver-
age rates in nearby regions.!® The most dramatic comparison is
at doctoral-level institutions. SUNY’s nonresident doctoral tui-
tion and fees are $6,800 below the Great Lakes average, $7,000
below the Mid East average, and $11,000 below the New Eng-
land average. By contrast, tuition at SUNY’s bachelor’s-level in-
stitutions is $700 higher than the Great Lakes regional average,
and tuition at SUNY’s master’s-level institutions is just $1,100
to $2,000 lower than regional averages.

In every region, doctoral campuses are priced thousands of
dollars higher than master’s and bachelor’s campuses. Again, it
is interesting to compare this with the small difference in non-
resident rates between SUNY’s doctoral and bachelor’s institu-
tions (just $102). In the Mid East region, nonresident tuition is
almost $3,700 higher at doctoral institutions than at bachelor’s
institutions; in the Great Lakes region, the difference is $7,600;

and in New England,

Figure 5. SUNY’s Doctoral Tuition and Fees Are Far Below Regional Averages the difference is al-
Nonresident Tuition and Fees by Institution Type: Regional Average and SUNY most $8,200.
$30,000 Comparing
$25 000 Nonresident Tuition
' Levels at

Doctoral/Research

$20,000 . aen
Universities

$15.000 Approximately
7,000 — or 60 percent —

$10,000 of SUNY’s nonresident
students are enrolled at

$5.000 its resea}rch campuses.
Nonresident tuition and
$0 fees at SUNY’s research
campuses are among
Bachelor's Master's Doctoral . ;
the lowest in the nation.
mSUNY ®GreatLakes ®mMid East ®New England The map in Figure 6

shows the highest doc-

Source: Annual Survey of Colleges 2009. Copyright © 2009 The College Board. This material may not be toral tuition and fees for

copied, published, rewritten or redistributed without permission. Note that SUNY was excluded from cal-

culation of the Mid East regional average.

Rockefeller Institute

each state. New York is
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Figure 6. SUNY’s Nonresident Tuition Is Among the Nation’s Lowest in the bottom
group. Strik-
ingly, all of
New York’s
neighboring
states charge
much higher
rates. New
York ranks
45th out of
the 50 states.
Only Alaska,
Wyoming,
South Dakota,
and Missis-
sippi have
lower nonres-
ident under-

Tuition and Fees Range graduate
| $9,000 - £14,000 tuition and

[ $14,000 - $17 000

) {’,/ : G . B 17.0% - 821000 fee rates for
e PR > I 521,000 - 525000 doctoral insti-
— W I $25.000 - $35,000 .
tutions than

Source: Annual Survey of Colleges 2009. Copyright © 2009 The College Board. This material may not be cop- New York
ied, published, rewritten or redistributed without permission. ’

Highest Nonresident Doctoral Tuition and Fees by State
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b
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Two of
SUNY’s cam-
puses, Buffalo and Stony Brook, are members of the Associa-
tion of American Universities (AAU), a group of 62 leading
public and private research universities.2?0 The comparison of
nonresident tuition and fee charges between SUNY’s AAU
members and other publics, shown in Figure 7, is revealing.
Buffalo and Stony Brook have the lowest nonresident tuition
among public AAU peers. The median AAU institution is
priced at $23,990, more than $9,000 higher than the nonresident
charges at Buffalo and Stony Brook.

Effects of Nonresident Tuition Changes
on Revenues and Enroliment

Increases in SUNY’s nonresident tuition rate have been pro-
posed as a means of increasing revenues.?! However, a nonresi-
dent tuition increase will not necessarily increase revenues. This is
because prospective students are essentially customers who are
going to decide to enroll only if they think the education they will
receive is worth the asking price. If the price goes too high, enroll-
ment could drop enough to cancel out the increased revenue per
student.

Three effects could be observed if nonresident tuition and fees
rise: demand could drop, stay the same, or increase. Economists
use the term elasticity to describe how demand for a product
changes in relation to changes in its price. An inelastic good is one

Rockefeller Institute Page 9 www.rockinst.org
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Figure 7. SUNY Has the Lowest Nonresident Tuition in the AAU for which the price in-

Nonresident Undergraduate Tuition and Fees at Public AAU Institutions, 2009-2010

creases result in only a

University of Michigan-Ann Arbor
University of California-Davis
University of California-Santa Barbara
University of Virginia

University of California-San Diego
University of California-Irvine
University of California-Berkeley
University of California-Los Angeles
The University of Texas at Austin
University of Colorado-Boulder
Michigan State University
University of Illlinois at Urbana-Champaign
Indiana University-Bloomington
Penn State-University Park

Purdue University

University of Illinois at Chicago
University of Washington
University of Maryland

University of Pittsburgh

University of Florida

University of Oregon

North Carolina-Chapel Hill
University of Wisconsin-Madison
Texas A&M University

Rutgers

The Ohio State University
University of Arizona

University of lowa

University of Missouri-Columbia
University of Kansas

University of Nebraska-Lincoln
lowa State University

University of Minnesota-Twin Cities
University at Buffalo

Stony Brook University

small change in de-
mand. These goods are
essentials such as food,
shelter, and medicine. A
highly elastic good is
one for which the quan-
tity demanded drops
sharply in response to a
small increase in its
price. Typically, these
are non-essential goods
or services that are not
needed in daily life (i.e.
luxury goods). Con-
sumers may respond to
price increases in an
elastic good by substi-
tuting another good in
its place. Similarly,
when consumers’ in-
come drops, they may
substitute a less costly
alternative for a nones-
sential good. Margarine
and butter are classic
examples of substitutes
for each other. Nonresi-
dent students will al-
ways consider the

$10k $15k $20k $25Kk $30k $35Kk $40k option of substituting

Source: Annual Survey of Colleges 2009. Copyright © 2009 The College Board. This material may not be education from a lower

copied, published, rewritten or redistributed without permission.

Rockefeller Institute

cost institution in their
own state for their
SUNY education.

Typically, consumers do not consume more of a good as its
price rises. However, as price increases, so does demand for cer-
tain high-end goods. These so called Veblen goods, such as luxury
cars, become more desirable if priced higher. In some instances,
high tuition and fees are seen as denoting high quality. This phe-
nomenon has been observed at nationally ranked, public flagship
institutions.?? The far more typical student response to increases
in nonresident tuition and fees would be a decrease in demand,
however.

Factors that Determine Nonresident Enrollment Demand
Estimates of the elasticity of demand for nonresident stu-
dents vary widely, depending on whether they are estimated for

a national sample of institutions, for a particular state, or for an
individual institution. For example, one study that used states as
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Is New York Subsidizing Nonresident Students?

Higher education is a very competitive enterprise. Unlike for-profit firms, however, colleges and
universities always sell their product (an education) to their customers (students) below their cost of
production. They are able to do this because society values an educated populace and subsidizes the
price to encourage more people to buy it. These subsidies take many forms. Private gifts are used to
cover operating expenses and build endowments. Especially in the case of public institutions, gov-
ernments subsidize higher education through tax support. Citizens generally support these
tax-funded subsidies for residents of their own state. Support for subsidizing the education of non-
residents is likely not as widespread and has been the subject of recent concern.

Is there a “subsidy”? One way of addressing that is to look at the average state support per stu-
dent and compare that to the difference between nonresident and resident tuition. If the difference
between nonresident and resident tuition is less than state support per student, then it’s likely a sub-
sidy exists. Given recent reductions in state tax support for SUNY and the 2008-09 mid-year nonresi-
dent tuition increases, it is unlikely that, on average, New York taxpayers are subsidizing
nonresident SUNY undergraduates. Some students may be receiving a subsidy at a small minority of
campuses.

However, for a university trying to decide whether to admit, or not admit, additional nonresi-
dent students, the real issue is the marginal cost associated with each additional student. That is,
how much extra does it cost the university to serve one additional student — or, conversely, how
much might it save if it admitted one student less — and how does that compare to the tuition reve-
nue brought by that single student?

Estimating marginal costs is a complicated analytical task and is beyond the scope of this report.
But the question itself illustrates the complexities inherent in identifying a tuition level or levels that
will bring the maximum economic benefit to the SUNY system.

the unit of analysis found an elasticity of -0.75 to -0.9.2 A recent
study of the Pennsylvania state system estimated that the elastic-
ity of nonresident student demand in response to changes in tui-
tion was -1.15 (see sidebar on page 12).2* Another recent study
that focused on the University of Oregon found that a 1 percent
increase in price yielded a 0.62 percent decrease in the probabil-
ity that a nonresident applicant would enroll at the university.?

Researchers have found that nonresident demand depends on
many factors. For example, institutions that have large applicant
pools and can therefore be more selective in admitting students
are likely to be able to raise nonresident tuition somewhat without
losing enrollment or lowering admissions standards. Institutions
that are stronger academically generally have an easier time at-
tracting nonresident students and can charge them higher tuition
without losing enrollment.?¢ An institution’s participation in inter-
collegiate sports has also been found to be an important determi-
nant of nonresident student demand.?”

Nonresident students are less attracted to institutions located
in areas where the prospects for future employment are weak,
and nonresident tuition rates tend to be lower in areas with higher
unemployment.? Similarly, regions that are losing population,
particularly college students, stand to gain by attracting potential
future high-income residents, and thus tend to charge lower non-
resident tuition.?
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The Pennsylvania State Experience

When the Pennsylvania State system almost doubled nonresident tuition between 1990 and 1996
(with annual increases of almost 20 percent per year between 1991 and 1993), it lost approximately 40
percent of its nonresident student population. Researchers studying the case estimated that the elas-
ticity of nonresident student demand in response to changes in tuition was -1.15. In other words,
nonresident student demand appeared to be elastic.

A case study revealed that the lost nonresident student enrollment was not replaced by addi-
tional resident enrollment, and that this resulted in substantial excess capacity and a significant re-
duction in revenues. Declines in nonresident student enrollment shifted more of the costs to state
taxpayers and in-state students.

Source: Abbas Noorbakhsh and David Culp, “The Demand for Higher Education: Pennsylvania’s Nonresident Tuition Ex-
perience,” in Economics of Education Review 21 (2002): 277-286.

Estimated Effects of Nonresident Tuition Changes
on SUNY’s Enroliment and Revenues

A recent study of nonresident tuition, which estimated the
elasticity of demand separately for each state as well as for indi-
vidual institutions, found that increases in New York would lead
to a decrease in out-of-state student enrollment. The study esti-
mated that each 1 percent increase in nonresident tuition and fees
results in a 0.98 percent decrease in enrollment demand.30

Figure 8 is a graphic depiction of how changes in SUNY’s non-
resident tuition might affect enrollment and gross revenue. The
downward-sloping line represents a demand function, while the
arched line represents total revenue (price x quantity) for each
point on the demand curve. Because each SUNY institution faces a
unique competitive environment, the slope — or elasticity — of the
demand curve would be different for each institution. According
to this model, a SUNY campus that is charging just the right
amount to nonresi-
dent students is at
point B, the reve-
nue-maximizing
point; any increase
or decrease in tui-
tion would cause
revenues to de-

Figure 8. Model of Nonresident Demand and Tuition Revenue at a SUNY Campus
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Figure 9. SUNY Nonresident Enroliment Is Not Uniformly Distributed Across Sectors

Full-Time Undergraduate Enroliment Shares by Sector, All Students and Nonresident Stu-
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drop in nonresident enrollment but an increase in nonresident tui-
tion revenues. Perhaps most interestingly, a campus that is at
point A is currently charging too much; if this campus were to de-
crease its nonresident tuition, more nonresident students would
enroll and revenues would go up.

Note that tuition and fees are not the only revenues brought

into SUNY by nonresident students. Student expenditures on liv-
ing expenses are discussed later in the report. On-campus spend-
ing on room and board, books and supplies, entertainment, and
laundry help to pay the debt service on residence halls and em-
ploy residence hall and food service workers.

Differential Effects Across SUNY Campuses

The effects from increases in nonresident tuition rates would

Nonresident Students

m Doctoral M Technology = Comprehensive

Source: SUNY Student Data File (SDF), Fall 2008.
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Page 13

vary across SUNY’s campuses, for two reasons.?! First, nonresi-
dent enrollment is not uniformly distributed across SUNY sectors
and campuses. SUNY’s doctoral-granting University Centers en-
rolled almost 7,700 nonresident undergraduates in Fall 2008, or 59
percent of the SUNY-wide total —a disproportionately large share,
as shown in Figure 9; therefore, any change in nonresident tuition
rates would have a greater effect at those campuses. SUNY’s
Comprehensive sector enrolled 30 percent of nonresident students
— a substantial number of students, but a relatively small share in
comparison with the sector’s total full-time undergraduate enroll-

ment. The Technology
Colleges enrolled just
12 percent of SUNY’s
nonresident students in
Fall 2008.

Second, demand at
individual institutions
varies depending on
programs offered, per-
ceived quality, and
other tangible and in-
tangible factors. If the
reduction in demand
from price increases
were uniform across
sectors, we might ex-
pect the doctoral sector
to bear approximately
59 percent of the reve-
nue decrease associated
with a substantial non-
resident tuition in-
crease. But the pattern
of enrollment can also
be viewed as nonresi-
dent students” willing-
ness to pay for the
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education provided by these sectors at the Fall 2008 price. It fol-
lows, therefore, that nonresident demand at doctoral universities
is less elastic than for the SUNY as a whole, and that demand is
more elastic for Comprehensive and Technology colleges. This
conclusion is consistent with research that suggests that SUNY’s
doctoral campuses and more selective campuses could raise their
rates somewhat without a significant loss of out-of-state students
or revenue.?2 Of course, given the great diversity of institutions
within each sector, it is possible that demand at individual institu-
tions is more or less elastic than statewide or sector means.

To maximize nonresident tuition revenue, SUNY would need
to take market forces into account in setting rates. Since SUNY
currently sets a single nonresident tuition price for all campuses, it
cannot maximize revenue.® Tuition increases disproportionately
impact some campuses, making it difficult to aid campuses that
could charge higher rates without harming other campuses. In
fact, some campuses might find that charging a lower rate might
maximize revenue. This was the case for the technology colleges
when a lower associate’s degree rate was approved for the
1997-98 academic year.

Potential Counter-Effects of Changes in
Numbers of High School Graduates

In October, the National Center for Education Statistics
(NCES) forecast that, based on school enrollment and other
trends, the number of high school graduates coming out of New
York’s schools every year will decline for at least the next decade
— dropping 11 percent by 2019, the seventh largest decline in the
country. That could lead to a decline in in-state enrollment and tu-
ition revenues.

But the NCES report also forecast dramatic surges in the num-
bers of graduates pouring out of high schools in states that are al-
ready having a hard time increasing the capacity of their
university systems to keep up with demand. These include
Florida (where the number of high school graduates is expected to
increase 23 percent), Virginia (+18 percent), North Carolina (+33
percent), and Georgia (+41 percent). As we saw in Figure 1, all of
those states currently send significant numbers of students to
SUNY. When their young people face closed doors or overcrowd-
ing at their state schools in the years to come, they are likely to ap-
ply to SUNY in even greater numbers.3*

Effects of Nonresident Tuition Changes
on New York’s Economy and Demographics

A precise analysis of the likely economic and demographic ef-
fects of nonresident students was beyond the scope of this study.
Economic impact would need to be analyzed separately for each
region of interest, and surveys of nonresident students and gradu-
ates would probably be necessary. The literature and data we re-
viewed, however, suggest that decreasing SUNY’s enrollment of
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nonresident students could have a negative impact on the econ-
omy and demographics of New York State, whereas increasing
enrollment could have a positive impact— particularly in regions
where the young adult population is declining. Consideration
must be given to both the economic impact of nonresident stu-
dents while they are enrolled at SUNY, and their impact on the
economy and demographics after graduation.

Economic Impact While Enrolled at SUNY

Nonresident students bring “new” money to, and generate
economic activity within, New York State — particularly the re-
gions where their campuses are located — both because of what
they pay to their colleges and because of what they spend on liv-
ing here.

To find out how much, we can begin by asking how much
better off local residents and economies are than they would be if
those nonresident students had not come to SUNY.3> In some
cases a nonresident student who was not admitted to a SUNY
campus might nonetheless come to New York to attend a private
college. But in all other cases, nonresident students at SUNY are
bringing out-of-state dollars that would not otherwise come to
New York.

The first step is to calculate how much a typical nonresident
student spends in the region each year. This would include tui-
tion, currently $12,870, plus fees, room and board, books and sup-
plies, living expenses such as laundry and gasoline, and
discretionary spending. (To the extent that the Legislature cap-
tures SUNY nonresident tuition for general purposes, the regional
economic benefit is lessened.) If a student’s friends and family
come to visit from outside the region, their spending — on accom-
modations, entertainment, dining, shopping, and transportation
— can be counted as well. Because nonresident students pay
$7,900 more in tuition than in-state students, and are more likely
to have visitors from outside the region, each additional nonresi-
dent student that SUNY enrolls will, on average, have a greater
economic impact than an additional in-state student.

Some estimates of SUNY students’ off-campus spending are
available. An analysis at the University at Buffalo found that each
student (whether from in or out of state) spent an average of
nearly $7,000 in Western New York per year, on items such as
rent, food, transportation, books and supplies, and personal
items.3¢ An analysis of Stony Brook University’s impact on the
Long Island economy found that each full-time student living off
campus spent $13,520 per year on off-campus items, and that
overnight visitors accounted for an additional $300 per student
per year.?” (Both the Buffalo and Stony Brook analyses were for
academic year 2005-06.)

This new spending ripples through the local economy, creat-
ing income for other firms and individuals, who respend some of
the additional dollars in the region or state, thereby “multiplying”
the original amount.? The larger the geographic area under
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consideration, the larger the appropriate multiplier. This is not to
suggest that total economic impacts are many times larger than
the initial spending, however; regional multipliers are typically
between 1.0 and 2.0.° The UB Regional Institute used an overall
regional multiplier for the University’s economic impact of about
1.28. If that multiplier were applied to the nonresident student’s
tuition plus incidental spending, the Regional Institute’s numbers
would indicate that each nonresident student at UB has an annual
economic impact in the region of about $25,400 — or about
$10,000 more than a student who comes from within the state but
outside the region.

Impact of Nonresident Students Who
Remain in New York After College

Nonresident students who stay in the region after they gradu-
ate from SUNY contribute further to the regional economy. But
these contributions are difficult to estimate, in part because we
have identified no studies that have determined the places where
SUNY nonresident students settle after they graduate, and, hence
we do not know how many stay within the state.

Studies have generally found that significant numbers of non-
resident students remain in a host state after graduation.*’ The
most comprehensive such study found that, 15 years after college,
17 percent of students who attended college outside their home
state ended up working in the state where they attended college.
Furthermore, the study found that students who attend public
rather than private institutions were more likely to end up work-
ing in the state where they attended college, perhaps because they
tended to meet more students with ties to that state.#! Another
study, which identified seven states as “high attractors” and la-
beled the other 43 (including New York) “low attractors,” accord-
ing to the percentage of college students coming from out of state,
found that, on average, around 10 percent of out-of-state gradu-
ates stayed in low-attractor states after graduation.?

Assuming a number of graduates from out-of-state do remain,
to what extent does their addition to the population benefit exist-
ing residents in terms of tax revenues, employment, and income?

The impact is difficult to predict. It is possible that these new
graduates will create increased competition for a limited number
of jobs, thereby making existing residents worse off in terms of
employment, and leaving tax revenues unchanged. However, one
study that modeled the future tax payments of 1976 college en-
trants found that states would have gained more in expected fu-
ture state tax revenues by admitting an additional nonresident
student than by admitting an additional in-state student.*
Whether this would hold true for SUNY today would depend, in
part, on the qualifications of nonresident students. Better qualified
students would likely command higher future earnings and thus
pay more in taxes over a lifetime.

Furthermore, the number of jobs in a region is not fixed. Em-
ployers may decide to locate — or remain — in the region based
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on whether there is an

pstate New York and Long Island Are Losing Young Workers

Population in the 25-34 Age Cohort, 1990 and 2000 adequate supply of
25-34 Age Cohort 4 % skilled labor. An in-
1990 2000 Change Change | Crease in the percent-
New York State 3,138,188 2,757,324 -380,864 “129| age of a local labor
Upstate New York* 1,136,900 864,676 -272,224 T2av, force thatis college-
educated has also been
Albany County 49,399 39,421 -9,978 -20% . . .
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- - 0, .
Broome County 35,515 22,740 12,775 36% | incomes for local
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Nassau County 202,625 162,568 -40,057 -20% | perhaps because a
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Onondaga County 81,449 58,488 -22,961 -28% COlllege(ieducfated work-
Suffolk County 227,777 191,695 36082  -16% °©rSleadsto faster
adoption of new tech-
Long Island 430,402 354,263 -76,139 -18% looi q
* Defined as New York State north and west of Westchester, Putnam, and Rockland Counties nologies and greater
© _ _ ’ ’ ' productivity growth.
Sources: U.S. Bureau of the Census; New York State Data Center. Thus, the addition of

out-of-state graduates
to the labor supply may help to improve economic opportunities
for local residents.#>

In fact, data show that college-educated adults are not moving
to upstate New York and Long Island fast enough to make up for
out-migration of young, prime-age workers. “In 1980, upstate
New York’s age distribution was virtually identical to the na-
tion’s. Yet by 2000, upstate had a greater share of its population
over sixty-five than the nation had, as well as a corresponding
lower percentage in younger age groups,” a 2005 report by the
Buffalo branch of the Federal Reserve reported.4 As shown in Ta-
ble 5, between the 1990 and 2000 Censuses, upstate New York's
population in the 25-34 age cohort dropped by more than 272,000,
or 24 percent, and Long Island’s 25-34 age cohort dropped by
76,000, or 18 percent.

The Federal Reserve report explained the economic implica-
tions of this trend. “As baby-boomers reach retirement age, the
trend will tend to reduce the availability of labor — especially in
high-skill occupations — as fewer younger workers will be on
hand to replace retirees.”

The Federal Reserve concluded in a subsequent 2007 report
that the drop in the young adult age cohort upstate was not attrib-
utable to unusually high rates of out-migration. “Upstate New
York’s out-migration rate of 13.4 percent is roughly equivalent to
the 13.5 percent median across states,” the report said. Instead,
New York lost ground because of low rates of in-migration. “If
upstate New York were a state, it would have the nation’s lowest
in-migration rate, 9.3 percent,” the report said. “Compared with
U.S. states, upstate New York’s net outflow of college-educated
workers reflects a lack of a “brain gain’ rather than unusually large
‘brain drain.””48
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Discussion

Our research has demonstrated that SUNY’s competitive posi-
tion varies significantly by type of campus — its current nonresi-
dent prices at nondoctoral institutions are quite close to other
states’, whereas charges at doctoral institutions are well below av-
erage. So the effects of a uniform nonresident tuition increase
would likely vary by type of campus as well. An across-the-board
increase might generate substantial additional revenues at certain
campuses, which could be invested in improving educational
quality. At other campuses, however, it might lead to a decline in
the size and qualifications of the nonresident applicant pool, as
well as reductions in nonresident enrollment, which could, in
turn, produce reductions in total revenues and losses to the re-
gional economy.

How might a nonresident tuition increase affect academic
quality? On the one hand, it is possible that fewer students would
apply if nonresident tuition were raised, and that many of those
opting not to apply would be those with stronger academic quali-
fications and a greater likelihood of getting into other institutions;
this would leave SUNY with a smaller pool of less-qualified appli-
cants.* Any departments or programs that tend to rely on nonres-
ident students to boost enrollment would be particularly at risk.
To help counteract such an effect, SUNY campuses could an-
nounce a corresponding increase in scholarship aid for the stron-
gest nonresident students, or for those interested in specific
programs.> On the other hand, there are ways in which a nonresi-
dent tuition increase might help SUNY attract stronger applicants
— if the higher price were to generate increased revenue, and if
the campuses were able to use the revenue to upgrade facilities,
attract and retain top faculty, and take other steps to strengthen
educational quality.

If the State University reexamines nonresident tuition pol-
icy, it is unlikely to be able to predict in advance exactly what
approach to tuition for nonresident students is most likely to
benefit each campus, the system, and the state. An attempt to
do so would require that the system perform campus-specific
analyses to get a more precise estimate of how nonresident en-
rollment would change in response to changes in tuition or
fees. A large number of variables would come into play — how
SUNY’s nonresident tuition and fees compare to the in-state
charges at campuses in the states and countries from which
each campus attracts (or wishes to attract) nonresident stu-
dents; the size and quality of the applicant pool at each cam-
pus; the selectivity of the SUNY campus compared to the
competing institutions in other states; the perceived quality or
ranking of out-of-state institutions that charge more (or less)
than a SUNY campus competing with them; the size of current
and future high school graduating classes in this and compet-
ing states; and other factors that might be expected to influence
the desirability of the SUNY campus vis-a-vis competitors,
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such as athletic teams, the number of majors offered by the
SUNY institution, etc.5!

Given the uncertainties, it may be most fruitful for SUNY to
allow some experimentation and variation by its campuses, to see
what works. Perhaps more flexibility would enable the system to
raise revenues at some doctoral campuses while avoiding the eco-
nomically and educationally deleterious effects such increases
might have at other campuses.
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Appendix A: Defining the Basic Cost of Attendance

The basic cost of attending a higher education institution con-
sists of tuition and fees. In general, tuition is the amount charged
to a student for instructional services. Required fees are sums
charged to students for items not covered by tuition. These fees
are paid so widely that it would be exceptional for a student to
not have to pay them. Both tuition and fees must be considered
when analyzing higher education prices.

In New York, much attention gets paid to tuition as the cost of
attending SUNY, with relatively little attention paid to fees in the
media and public debates. This may be an outgrowth of New
York’s need-based Tuition Assistance Program (TAP). TAP does
not cover required fees, with one exception. The College Fee ($25)
enacted in 1964, which does not support instruction but rather is
used to offset residence hall bond fund costs, was specifically in-
cluded when TAP was enacted in the mid-1970s.1 As fee increases
do not increase the state’s TAP expenditure, the way a tuition in-
crease does, they have not been a prominent budget issue.? As
New York has reduced its share of support for higher education,
fees have become an important source of revenue to support func-
tions no longer covered by tuition and state tax support.

Table A-1 shows tuition and fee data for fall 2008 for three
public universities to illustrate the differences in institutional
price structures. The University of California-Berkeley does not
charge resident students tuition; rather, they charge required fees
of $7,656. By consolidating all their fees into their tuition rate, the
University of Texas-Austin now charges only tuition. The Univer-
sity of Massachusetts-Amherst charges $1,417 in tuition and
$8,518 in required fees, for a total of $9,935. Clearly, focusing on
only tuition would not yield comparable data for analysis.

Table A-1. Required Fees and Tuition at Three Public Universities, Fall 2008

University of California-Berkeley
The University of Texas at Austin

University of Massachusetts - Amherst

) Tuition and
. Required .
Tuition Required
Fees

Fee Total
S0 $7,656 $7,656
$8,532 S0 $8,532
S1,417 $8,518 $9,935

Source: IPEDS Institutional Characteristics, Fall 2008.

2
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See New York State Law, Article 14, Subpart 2, section 667.1.
There has been concern expressed about fees from an affordability standpoint, however.
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Table B-1. Basic Carnegie Classification

Carnegie Group

General Description

SUNY State-Operated
Institutions

Associate's Colleges

Highest degree conferred is the associate's
degree or if bachelor's degrees accounted
for less than 10 percent of all undergraduate
degrees.

Technology Colleges:
Canton, Morrisville

Doctorate-Granting
Universities

Institutions that award at least 20 doctorates
per year.

University Centers:

Albany, Binghamton, Buffalo,
Environmental Science and
Forestry, Stony Brook

Master's Colleges and
Universities

Institutions that award at least 50 master's
degrees, but fewer than 20 doctorates.

University Colleges:
Brockport, Buffalo State,
Cortland, Empire State,
Fredonia, Geneseo, New
Paltz, Oswego, Oneonta,
Plattsburgh, Potsdam

Technology College:
SUNY IT

Baccalaureate Colleges

Institutions where bachelor's degrees
accounted for at least 10 percent of all
undergraduate degrees and where they
awarded fewer than 50 master's degrees
per year.

Technology Colleges:
Alfred State, Cobleskill,
Delhi, Farmingdale, Maritime

University Colleges:
Purchase, Old Westbury

Special Focus Institutions

The special-focus designation is based on
the concentration of degrees in a single field
or set of related fields, at both the
undergraduate and graduate levels.
Institutions are determined to have a special
focus with concentrations of at least 75
percent of undergraduate and graduate
degrees

University Centers:
College of Optometry,
Downstate Medical
University, Update Medical

Tribal Colleges

Tribal colleges are defined as members of
the American Indian Higher Education
Consortium.

None.

Source: Authors’ summary of Carnegie Basic Classifications,
http://classifications.carnegiefoundation.org/descriptions/basic.php; SUNY Complete Campus List,
http://www.suny.edu/Student/campuses _complete_list.cfm

Source: Authors’ summary of Carnegie Basic Classifications,

http:/ /classifications.carnegiefoundation.org/ descriptions/basic.php;

SUNY Complete Campus List,
http:/ /www.suny.edu/Student/campuses_complete list.cfm.
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Appendix B: Comparing Similar Institutions

Not all higher education institutions produce the same educa-
tional service, and their costs of production vary accordingly. Tui-
tion, fees, and subsidies vary greatly depending on the type of
institution. In order to compare like institutions, higher education
experts have developed a classification system that groups similar
institutions, as shown in Table B-1.

While the Carnegie Classification system groups roughly com-
parable institutions together, not all the basic classifications are
relevant for our study of nonresident tuition. SUNY does not have
tribal colleges. SUNY’s Optometry school does not have under-
graduate programs. The Downstate and Upstate campuses” un-

dergraduate educational cost
structures are similar enough
to Doctorate-Granting Univer-
sities for us to place them in
that category for a nonresi-
dent tuition analysis. Simi-
larly, we can combine the
Associate’s Colleges with the
Baccalaureate Colleges. These
judgments are reflected in Ta-
ble 3 (main text).
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