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Innovative Strategies for Higher Education
Restructuring Tuition Pricing: Benefits and Risks
Overview and Challenge:
As students and families become more price sensitive, questions of tuition
and pricing are rising to the forefront of colleges and universities across
the nation. Subsequently, a steady decline in state support for institutions
has caused an increased dependence on tuition revenue among many
institutions. For most, incremental across-the-board tuition increases are
no longer sufficient, leading universities to consider new and unique
pricing structure options to meet their goals.
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While several tuition pricing models exist, institutions must consider the potential impact each might have on
revenues, student behavior, and overall student success. Such a transformational change requires
communication, trust, and transparency among several functions of the institution. This document will
discuss, at a high level, some of the market-based models available and the steps necessary to prepare an
institution and its stakeholders for a successful change in tuition structure.

A Menu of Tested Options

Market-Based
Approaches to
Undergraduate
Tuition Structure

$ $$
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Reducing top-line tuition pricing and reducing
tuition discounts at the same time

Per-Credit Hour

The student pays for each credit hour taken, as
opposed to a bundled approach.

Guaranteed
Tuition

Guarantees a flat tuition rate typically for four
years or as long as the student is continually
enrolled

Program Price
Differentials

$$

While there are many different
approaches to tuition and
pricing can benefit an
institution’s bottom line,
colleges and universities must
consider how the change will
impact different clusters of their
students. A successful change
should be well researched and
approached from a business and
a student well-being
perspective. A few of the mostcommonly tested tuition
structures in our work with
universities include:

Tuition Reset

Charges different tuition rates for programs
based on added costs, program demand, or
post-graduation average salaries

Tuition Discount
for Off-Peak or
Online

Classes offered at less popular times or online
are discounted

5th Course Free or
Discounted

Discounted or free courses for students who
take a full load (typically 15 credit hours).

Bundled Rates

A flat tuition charge for 12-18 credit hours,
typically

Upper Division
Premium

Charging a premium for (presumably) more
expensive upper division classes
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Selecting the Right Tuition Structure
Not all tuition structures will work for all institutions. Each of the tuition structures tested have pros and
cons in terms of how they would impact student behavior and potential tuition revenues. The chart below
outlines, at a high level, some of the potential benefits and risks the institution faces with each tuition
structure as well and which students tend to find each most favorable.

Tuition
Structure

$$
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Risks to
Institution

Popular
Among

Lowers tuition
discounting, increases
applications

Uncertainty in yield &
net tuition revenues

High tuition discount
institutions

Per-Credit Hour

Simple to administer

Volatility in course
consumption will
impact revenues

Students who take few
courses or vary
course-taking by
semester

Guaranteed
Tuition

Good marketing tool
with parents

No ability to raise
costs relative to annual
budget changes

Students on a fixed
budget

Program Price
Differentials

Ability to set prices
relative to cost-toeducate

Student dissatisfaction
with price differentials

Students in majors that
are less in-demand

Tuition
Discount for
Off-Peak or
Online

Disperses class
demand, improves
space utilization

Students see this as
“unfair”

Students already
taking off-peak or
online courses

5th Course Free
or Discounted

Creates explicit
discount that promotes
course-taking

Full-load students
receive discount but
don’t change behavior

Students taking a
heavy course load

Bundled Rates

Implicit incentive to
take more classes for
students helps
progression

Students take implied
discount for granted

Students taking a
heavy course load

Upper Division
Premium

Increases overall
tuition revenue,
matches tuition, costs

Could hurt retention
efforts, progress to
degree

Students in lower level
courses, students
aiming to transfer out

Tuition Reset

$ $$

Benefits to
Institution
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Case Study: Virginia Commonwealth University

Context: Driven by years of reductions in state funding and rapid
growth in undergraduate enrollment, VCU made the decision to begin a
comprehensive assessment of the tuition base and options for restructuring
its pricing. The University had a low tuition base rate when compared to
its peers (under $10,000) and was now focused on options that would not
only improve net tuition revenue for the institution but also focus on
improving overall student success.
Process: For nearly a year, VCU and its consultants explored various tuition pricing models to assess the
potential impact of a new pricing structure on revenues, student behavior, and student success.
Information was gathered through extensive student focus groups and surveys, benchmarking with other
institutional structures across the country, and an internal working group that was formed of high-level
staff. A workshop was also held with VCU’s Board of Visitors prior to the adoption of the final plan.
Findings: VCU found that a per-credit hour system and a discount on courses at 15 credit hours would
positively impact the most students and create significant net tuition revenue
Implementation: In the next fall, VCU implemented a credit-hour based tuition structure for all new
incoming students (freshmen and transfers) and began offering a 50% discount on tuition for a
student’s 5th course. To support the success of this change, the University also invested in training for its
academic advisors, launched a marketing campaign to students to publicize the benefits (“Do the Math”,)
and an outreach to faculty to ensure bottleneck courses were available as needed. An “emergency”
financial aid fund was also established for students who might fall short in funding the new tuition.

Fall
1

73%
Fall
2

83%

First-Time Freshmen
3

VCU saw a 22% rise in taking 5 or more classes
across 3 years; in combination with a rise in credithour consumption by transfers, this generated an
estimated $4M in new net tuition revenue.
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Results

Percent of New Students Taking 5 or More Courses
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Higher Price, Lower Cost. A Counter-Intuitive Result?
Under VCU’s new pricing plan, the total cost for the first year of college is greatest when taking a
full load of 15 credit hours per semester. However, the overall cost of obtaining a VCU degree can be
substantially less (28% less in this example) for full-time, full-load students than for students taking
6 years to graduate.

Total Costs of an Undergraduate Degree by Time to Degree, VCU
$150,000

Overall costs in this example are almost $30,000 less for 4-years versus 6.

Total $127,505
Total $115,653
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Total $99,292
Year 4

$75,000

Year 3

Year 1
costs are
actually
17% less
when
progressing
on a sixyear track
versus a 4year track.
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Year 1

15 credits per semester

12 credits per semester

10 credits per semester

$50,000

Year 2
$25,000
$0

To encourage students to take
advantage of the new tuition
pricing structure and save
money on overall cost of
attendance, VCU launched a
highly successful “Do the Math”
campaign. Depending on
choices on housing, dining, and
course consumption, a student
can save $50,000 on the cost of
college.
4

Year 6

Webpage from VCU’s “Do the Math” Campaign
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Lessons Learned
“We came to understand that each possible solution had its own risks and
benefits, and that some options really created adverse conditions for certain
student segments. You’ve got to really understand your students—qualitatively
and quantitatively—to make this endeavor a success.”
- VP for Strategic Enrollment Management, Virginia Commonwealth University
Other Takeaways
² Know Thy Student – Some pricing options have the ability to create millions in new tuition revenues,
but carry incredible risks for adversely affecting certain student segments. Analysis of admissions
trends, course consumption, students surveys, and focus groups is imperative to prevent en masse
financially-driven drop-outs.
² Change Takes Time – Especially when talking about changes to tuition and pricing, institutions must
take the time to obtain buy-in from all necessary stakeholders and align plans with various enrollment
cycles and internal processes that are in place in order to be successful.
² Marketing Matters – Our experience shows that schools that succeed with a new tuition structure are
effective at communicating the details and benefits of the structure with students. In short, tuitionbased incentives don’t work if students don’t understand them.

Our Point of View
Our consultants have seen a movement among colleges and universities to structures that encourage
student success and retention and incentivize students to make progress toward their degree. Still, it is
important to remember that a structure that works for one institution may not work for another institution.
Kennedy & Company highly encourages its clients to conduct primary research and study past enrollment
trends to gain the necessary insight into how various changes to tuition structures may impact student
yield and course-taking behavior.

About Kennedy & Company:
Kennedy & Company is a higher education
consulting firm based out of Washington, DC.
We work with colleges and universities on strategic
issues related to enrollment strategy, student
retention, online strategy, and financial
sustainability.
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