The Cost of College T extbooks

This IPRO report examines the high price of collegebooks and the recent state and federal leigisla
in this area. In recent years there have been msianles that examine textbook prices.

Textbook M arket

The new college textbook market is a large and dexngystem involving publishers, bookstores, facult
members, and students. It is further complicatethb large market for used textbooks. The folluyvi
section highlights some of the complexities of itinerket.

Publishersand Wholesalers

According to the Association of American Publish@#8P) one reason for the high price of textboaks i
that many of the books sold are used. Publishermtireceive any revenue when bookstores sell used
books that they have purchased from students aotesdiers. What this means is that publishers tave
recover all of the money that is spent up frontrendevelopment and production of textbooks froen th
initial sale of the textbooks.

Other reasons that some people believe contributeethigh cost of textbooks is bundling and pnigti
new editions. According to the AAP, publishers atedtextbooks frequently and include supplemental
materials such as work books or CD-ROMs in ordexaimpete with other companies to have their book
chosen by faculty members. Supplemental matearalslso included to provide a comprehensive
learning system as opposed to just a textdook.

Five companies publish nearly 80% of college teakso(Thomson, McGraw-Hill, Houghton-Mifflin,
Wiley, and Pearson). According to a recent govemstudy done by the Department of Education, this
is because of existing barriers to new companiek ag the need for significant capital requirements
product reputation, and contractual relationshifh wholesalers, bookstores, and authors. Most
publishers distribute their books using a textbatlolesaler. There are four major wholesalers that
dominate the market and own or operate some collegkstores: Follet, Barnes and Noble, Nebraska
Book Company, and College Bookstores of Amerigaaddition to having an impact on the retail price
of new textbooks these companies are very actitte wviused new books and used books. For example,
they can typically buy unneeded new books from stmies for 15%-25% of the original cost and resell
them for about 50% of the original cdst.

Bookstores
According to the National Association of Colleger@s the typical college bookstore receives 40%sof
revenue from new textbooks, 17% from used textboakd 43% from clothing, office supplies, and other

' http://www.ed.gov/about/bdscomml/list/acsfa/kochrepdf, http://www.ed.gov/about/bdscomm/list/acsthite-
txtbkstudy.html, http://www.calstate.edu/ats/texikoaffordability/documents/Textbook _Taskforce Ré¢jpoif
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merchandise® While bookstores make more money from the sateewf books, they make more per
book from used books. Recent figures show thak&tooes make almost 36 cents on every dollar for
used books compared to 22 cents for new bdoks.

Faculty Members

Regardless of whether publishers or bookstoremakeéng more profit from textbooks than necessary,
faculty members contribute to high prices becaheg &re often not price conscious when choosing
books for their courses. From conversations vétlulty members at lowa it seems that professors are
more concerned with the quality of the informatiban the price of the textbook. Interestingly, imoé¢
the recent legislation, reviewed later in this pafecuses on making sure faculty know the codiaufks
before selecting them. The anecdotal evidence fooma suggests that many faculty members may not
take this information into account when assigniogks.

Students

Students are the end consumer in the textbook rnarkkthey have no choice over the required
textbooks. Students have no impact on the prigexdbooks, but they can shop at different soutoces
find the least expensive required text. This ledsnhany students to shop for their books at lonatio
other than campus bookstores. For example, maulgsts shop online. As our analysis later in this
paper illustrates, online textbooks are often,rfmitalways less expensive than those at campus
bookstores.

Breakdown of New Textbook Costs

The graphic below from the National AssociatiorCaillege Stores, explains where money from the sale
of textbooks goes. It gives a detailed breakdowpulilisher and bookstore expenses and profitsgalon
with author income and freight expenses.

Publisher Expenses and Profit

According to the graphic, publishers have threeeegps: printing and editorial costs, administeativ
costs and marketing costs. The publishers malent profit on each dollar of new textbook sales.
From these figures, we can estimate the percefit ptiblishers make from textbooks. To do this we
added their expenses and profits which are 32.&denprinting and editorial costs, 10 cents for
administrative costs, 15.4 cents for marketingsasd their profit which is 7 cents, for a totabdf6
cents. Then we divided the profit of 7 cents by total. When done, the calculation indicates tha
publishers make a profit of 10.8% on the sale xii@oks.

Bookstore Expenses and Profit

Also according to the graphic, bookstores havedwmenses: college store personnel and store
operations. The bookstores make 4.5 cents profit £ach dollar. From these figures, we can eséima
the percent profit bookstores make on the salewftextbooks. To do this we added their expensds a
profits which are 10.9 cents for college store penel, 7.3 cents for college store operations aafitp

* “Higher Education Retail Market Facts and Figu2e88.” National Association of College Stares
http://www.nacs.org/public/research/higher_ed_tetsp#market

®>“FAQ on Used Textbooks.” National AssociationGifllege Stores May 2008.
http://www.nacs.org/common/research/faq_usedbodks.p




which is 4.5 cents, for a total of 22.7 cents. Mhe divide the profit of 4.5 cents by the tot&#Vhen
done, the calculation indicates that bookstoresenaagrofit of 19.8% on the sale of new textbooks.

VWhere the New Te lar Goes™...

Publisher’s Paper, Wi Author Income Publisher’s General and
Printing, Editorial Costs / § Author’s royalty Administrative Costs

All manufacturing costs from : 'I~. s I I 7 payment from which Including federal, state and local
editing to paper costs to . ¢ author pays research
Marketing, advertising,

taxes, excluding sales tax, paid
distribution, as well as storage, and writing expenses.
record keeping, billing, 3
publisher’s offices, employee’s
salaries and benefits.
promotion, publisher’s field

by publishers.
- Y - e | staff, professors’ free copies.
PEIES ¢ Il AV B BE
7.0¢ ;
After-Tax 4 5¢
= 3, O
Publisher’s Income Pre-Tax*

After-tax income from which the

publisher pays for new product

development, author advances, College Store Income
market research, and dividends
to stockholders.

Publisher’s
Marketing Costs

*Note: The amount of
federal, state and/or local
tax, and therefore the
amount and use of any
after-tax profit, is
determined by the store’s
ownership, and usually
depends on whether the
college store is owned by

College Store Personnel Freight Expense College Store Operations Pt .
Store employee salaries and The cost of getting books. Insurance, utilities, building :zdz;ﬂ;‘ﬁ";”c"gﬂ"‘:ﬁgﬁ'
benefits to handle ordering, A from the publisher's and equipment rent and y

management company,
a cooperative, a foundation,
or by private individuals.

maintenance, accounting
and data processing charges

receiving, pricing, shelving, warehouse or bindery to
cashiers, customer service, the college store. Part of
refund desk, and sending extra cost of goods soid paid to and other overhead paid by
textbooks back to the publisher. freight company. college stores.

*College store numbers are averages and reflect
the most current data gathered by the National i
Association of College Stores. Publisher numbers Compliments of the ﬁ National Association
are estimates based on data provided by the NACS Foundation |l ® of College Stores
A iation of American Publi S=——="IMAGINE TOMORROW
[1]11] CONNECT | GROW | SUCCEED

© 2008 by the National Association of College Stores
FD.023.04.08 6

Federal L egislation

The Higher Education Opportunity Act of 2008 wagngid into law August 2008 and will go into effect
July 1, 2010. The legislation requires that whéacalty member inquires about a textbook the s
must provide information regarding the price studewill pay for the textbooks and all of the forms
which the textbook will be available, such as hawder, soft cover, unbound, and electronic. Initaaid
the publisher must provide copyright dates of tire¢ most recent editions of the textbook. Publish
also must provide a description of content chamhgdween editions. Finally, the legislation alsguiees
that publishers selling textbooks bundled with dep@ntal materials make each item available for
purchase individually.

Legislation in | owa

In May 2008 HF 2197 was signed into law. Thiss&gion recommends that higher education

® "Where the New Textbook Dollar Goes." 2008. Nagiohssociation of College Stores. 11 Sept. 2008
<http://www.nacs.org/common/research/textbook$.pdf>

"“HR 4137: The Higher Education Opportunity Ac&cS112” The Library of Congress
http://thomas.loc.gov/cgi-bin/query/F?c110:6:./térgd 10rdVCsA:e1937:




institutions in the state post a list of requirert$ online at least fourteen days prior to the sfathe
semestef.

L egislation in Other States

In the past three years five other states havetethéaws dealing with the cost of textbooks: Canticet’,
Minnesota, Oklahoma, Oregon, and Washintfton

The laws in these states include provisions thbtiglers make faculty aware of the price at whigd t
book would be sold to students and that the pubigsinform the faculty of the history of revisidios the
product. Three states passed additional measures.

Minnesota
Minnesota stipulates that book stores inform sttglehthe required course material at least fiftdays
before the beginning of the semester.

Oklahoma
Oklahoma prohibits textbooks from being bundlechwitbrkbooks, CD’s or other accessortes.

Oregon
Oregon requires publishers to disclose the prideunflled items to faculty members in addition ® th
price of the items individually’

Alter natives to Buying from Bookstor es

In an attempt to cut costs of textbooks, studeat® lbegun to purchase books online. The following
chart is a random sample of textbooks from The ehsity of lowa Bookstore, Amazon.com and
Textbooks.com. New and used prices are listed th@University Bookstore and the cheapest price
available from the websites. The price listed ursimazon and Textbooks.com includes the price of
shipping to guarantee that the book arrives testhdent in less than one week.

8 “House File 2197” lowa General Assembly
http://coolice.legis.state.ia.us/CoolICE/defaufp2Bategory=Billinfo&Service=Billbook&ga=82&hbill=HFL97
®“HB 5527: An Act Concerning Textbook Affordabilitytate of Connecticut
http://www.cga.ct.gov/2006/ACT/PA/2006 PA-00103-REA5527-PA.htm

19«HB 2300” State of Washingtonhttp://apps.leg.wa.gov/documents/billdocs/2007-
08/Pdf/Bills/House%20Bills/2300.pdf

1 “HF 1062” Minnesota House of Representatives

https://www.revisor.leg.state.mn.us/bin/bldbill. Fil=H1063.2.html&session=Is85

12“Measure Will Crack Down on College Textbook Cdst®klahoma House of Representatives
http://www.okhouse.gov/OkhouseMedia/pressroom.adpwa|D=1198

13“HB 365” Oregon Legislative Assemblyhttp://www.leg.state.or.us/07reg/measpdf/sb0fi68b0365.b.pdf




Course Title of Book™ Author ul ul Amazon | Textbooks.com
Bookstore | Bookstore | Price™ Price'
New Price | Used Price

Accounting Financial Reporting Resvine $196 $147 $126.99" | Not Available
and Analysis

Anthropology | Humanity Peoples $66.70 $50.05 $68.08 $33.25

Biological Biology Hoefnagels | $146.70 $110.05 $124.39 $110.00

Sciences

Chemistry Chemistry in Amer $133.35 $100.05 $108.99 $66.50
Context Chemical

Communication Phaedrus (Trans Plato $9.55 $7.20 $13.04 $11.04

Studies Nehamas)

Economics Principles of Case $157.05 $117.80 $139.66"° | $104.55™
Microeconomics w/
Lab and code

English Harper Collins Bible $32.95 $24.75 Not Not Available
Study BibleNRSV Available

Interpretation | Norton Intro to Booth $76.00 $57.00 Not Not Available

of Literature Literature w/ 2 CD’s Available

History America’s Response Cohen $26.00 $19.50 $16.88 Not Available
to China

International Dreams of Trespasg  Mernissi | $17.00 $12.75 $12.45 $14.34

Studies

Leisure Studies| Leisure and Life | Edginton $114.35 $85.80 $77.93 $85.80
Satisfaction

Management | Discovering Shelly $166.70 $125.05 $98.99 Not Available

Sciences Computers

14 List compiled from the University of lowa’s Uni\gty Book Store
http://www.book.uiowa.edu/ePOS?this_category=18st885&form=shared3%2fgm%2fmain%?2ehtml&design=
335

!> Price includes an additional $6.99 for 2-7 daypirig.

'8 price includes an addition $4.99 for 2-7 day simgmn books under $25. Shipping is free on ordess $25.

" Highlighting was added to show the lowest pricgéarpfor each textbook.

'8 Price is for textbook only and does not includebaok or lab code.




Course Title of Book Author ul Ul Amazon | Textbooks.com
Bookstore | Bookstore | Price Price
New Price | Used Price
Nursing Delivering Health | Shi $89.95 $67.50 $64.98 $64.25
Care in America
Philosophy Philosophy in a JustFumerton $46.95 $35.25 $46.98 Not Available
Society
Political Dynamics of Squire $102.00 $76.50 $72.44° | $68.25"
Science Democracy w/
American
Government Reade
and code
Sociology Sociology Matters Schaefer | $40.70 $30.55 $33.11 $19.25
World History | By Order of the Robinson $21.30 $16.00 $11.91 Not Available
President
Spanish Milenio Mujica $69.35 $52.05 $53.99 $49.50
Mathematics Beginning Algebra| Lial $126.70 $95.05 $88.98 $67.25
Psychology Psychology Passer $139.70 $104.80 $97.98 $93.50
Average Cost $93.32 $66.55 $73.54 $60.58
Number of 0 0 2 7
Books Not
Available

For the 20 books in our sample, students would savsxteen of the books if they bought them onéise
opposed to the Ul Bookstore. In two instancemteessary textbooks were not available online so
students would have no other choice but to purctieese books from the Ul Bookstore.

Recent Technology and M ar ket Changes

It is important to note that recent changes in ragnky and publishing are contributing to lower tedk
prices. In addition to recent legislation, texthqoices may decrease in the future because ohadgan
e-books, open source textbooks, and book renEalsooks give students access to online textboakts th
are less expensive than buying printed books. Qparce textbooks are offered free of charge ordine

9 Price does not include Government Reader or code.

2 Average cost only includes the prices of books Wexe available in all four categories.




professors that develop the books specificallyttics format. More companies have started allowing
students to rent textbooks for a semester instehdying them, which is a less expensive alterreftiv

This report was prepared in September, 2008 biota Policy Research Organization (IPRO), a nont
partisan public policy undergraduate research gedupe University of lowa. For additional reseaoth
this or other issues, please visit our websitatat//www.uiowa.edu/~ipro

2L Clark, Kim. “Four Reason Textbook Costs Will DropuS News and World Reportuly 21, 2008.
http://www.usnews.com/articles/education/2008/0/f1k-reasons-textbook-costs-will-drop.html




