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Abstract: The rate of tuition inflation at U.S. colleges and universities is alarming and
threatens both access and choice. Private nonprofit baccalaureate colleges often
possess the highest tuition rates but routinely face financial challenges. This study
was designed to better understand the relationship between tuition and financial
condition for the private nonprofit baccalaureate sector of U.S. higher education.
Using panel data from 452 colleges from 1998 to 2008, the model indicated a
relatively weak overall association between tuition and five elements of financial
condition; operating results, liquidity and flexibility, leverage, asset performance,
and tuition discount. In spite of the weak overall association, liquidity and flexibility,
leverage, and asset performance each possess statistically significant relationships
with the annual percentage change in tuition.
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