
Introduction

The Higher Education Price Index (HEPI) is an inflation index designed for higher education institutions that is modeled 
on their unique cost structure. HEPI tracks the average price level of a fixed market basket of goods and services 
purchased by colleges and universities through current-fund educational and general expenditures, excluding spon-
sored research. The index is calibrated to the actual cost structure of academic institutions, making it an appropriate 
inflation benchmark for higher education, as opposed to the Consumer Price Index (CPI), which reflects household 
spending patterns.
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From its inception in 1961, HEPI was produced by Research 
Associates of Washington, D.C., and there was a method-
ological shift in FY1983 that established that year as a base-
line for the index. In 2005, Commonfund Institute assumed 
management of the Index. The Institute manages the 
database of historical values, publishes the Index, produces 
quarterly estimates and a final HEPI report, and develops a 
range of analytical and descriptive materials based on HEPI 
data.

Below we explain adjustments being made to the HEPI 
components and weights; provide a 10-year impact analy-
sis of the upgraded methodology; and outline the research 
methodology that informed these outcomes. 

HEPI COMPONENTS & WEIGHTS UPDATES

Since Commonfund Institute assumed responsibility for 
HEPI in 2005, the index consistently included eight main 
cost factor components: faculty salaries, administrative 
salaries, clerical salaries, service employee salaries, fringe 
benefits, miscellaneous services, supplies and materials, 
and utilities. These eight components have reflected the 
major items procured for operations by colleges and univer-
sities. 

Our latest research on the evolving operations and cost 
structure of colleges and universities has concluded that 
the following updates to HEPI components and weights are 
critical to ensure the measure reflects the latest realities. 

HISTORICAL HEPI COMPONENTS VS. UPDATED 

 

New Technology Component Added
Technology has become one of the fastest-growing costs 
in higher education as institutions invest in campus wide 
systems, digital learning tools, and shared data platforms. 
Ongoing software, cloud services, and rising cybersecu-
rity threats—along with increased IT staffing—have made 
technology a permanent and strategic operating expense. 
These trends, accelerated by AI and the expansion of online 
and hybrid learning, justify treating technology as a distinct 
and significant cost category in higher education budgets. 
The new technology component, weighted at approximately 
8 percent of the overall HEPI measure, comprises five 
subcomponents that reflect the range of institutions’ tech-
nology needs: data hosting and storage, data and informa-
tion; hardware, software, and info tech services. Technology 
is the only new core component of the HEPI methodology 
– bringing the total from eight historical components to nine. 
For a review of evidence related to technology costs in educa-
tional institutions, see the Appendix.

Faculty Salaries Component Reduced
The faculty salaries component—the largest in HEPI—has 
been reduced from 35 to 29 percent to reflect long-term 
changes in the academic labor market. Institutions increas-
ingly rely on contingent and adjunct faculty, who now make 
up a large share of the instructional workforce and are 
generally lower cost than tenure track faculty. At the same 
time, the growth of online and hybrid learning has enabled 
more flexible staffing models and reduced reliance on tradi-
tional full-time faculty roles. Together, these structural shifts 
support a lower weighting for faculty salaries that better 
reflects current instructional cost realities. For a review of 
evidence related to faculty salary costs, see the Appendix.
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Clerical Employees Component Reduced
The clerical employees component has been reduced from 
18 to 14 percent to better reflect current staffing patterns in 
higher education. Institutions now employ fewer clerical and 
administrative support staff as digital workflows, automated 
systems, and centralized services handle many routine 
tasks. At the same time, hiring has shifted toward profes-
sional, technical, and managerial roles—especially in IT, 
compliance, student services, and data management. These 
long‑term workforce changes have reduced the relative 
share of clerical labor in institutional budgets, supporting a 
lower HEPI weighting. For a review of evidence related to cleri-
cal employee costs, see the Appendix.

Administrative Salaries Component Increased
The administrative salaries component has been increased 
from 10 to 13 percent to reflect the continued growth in 
administrative staffing and compensation across higher 
education. Institutions have expanded executive and mana-
gerial roles to manage increasingly complex responsibilities, 
including fundraising, regulatory compliance, technology 
oversight, and student services. As administrative functions 
have grown more specialized, institutions have built larger 
leadership and support teams, often at higher salary levels 
to remain competitive with the private sector. These long 
term trends support a higher HEPI weighting for administra-
tive salaries that better reflects today’s cost structure. For a 
review of evidence related to administrative salary costs, see the 
Appendix.

Utilities Component Reduced,  
with Renewable Energy Added
The utilities component of HEPI was reduced from 7 to 4 
percent to reflect long term gains in campus energy effi-
ciency and changes in how institutions manage energy use. 
Colleges and universities use less energy per square foot 
due to investments in efficient HVAC systems, LED lighting, 
smart building controls, and energy management software. 
Many institutions have also expanded renewable energy use 
through onsite solar, green power markets, and a cleaner 
national electricity grid. Remote and hybrid learning has 
further reduced energy demand by lowering building occu-
pancy. Together, efficiency improvements, sustainability 
efforts, and a cleaner energy mix have reduced the overall 
share of utilities in institutional budgets, supporting a lower 
HEPI weighting. The utilities component also now includes 

renewable energy as a subcomponent alongside traditional 
energy sources to reflect renewable energy’s integration in 
the energy generation mix across geographic regions. For a 
review of evidence related to utilities costs, see the Appendix.

Miscellaneous Services Component Increased,  
with Food and Travel Added
Miscellaneous services has increased from 2 to 6 percent 
to reflect the portion of expenditures on the newly added 
subcomponents of food and travel. Educational institutions 
are facing substantial costs for food and travel, driven by 
operational demands, rising prices, and the need to support 
campus activities, events, clubs and sports teams, and 
conferences. Food and travel are now integrated into this 
component to reflect those costs.

IMPACT ANALYSIS

An impact analysis comparing the updated HEPI method-
ology with the historical approach over the past ten years 
shows minimal differences, as illustrated below. Applying 
the revised component weights to historical data produces 
inflation estimates that closely track the original index, 
demonstrating that HEPI remains stable and consistent 
under the updated framework.

10-YEAR IMPACT ANALYSIS OF HISTORICAL  
VS. UPDATED HEPI METHODOLOGY
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The longitudinal analysis shows that the largest difference 
between the historical and revised HEPI methodologies 
occurs in fiscal year 2022. Under the historical approach, 
HEPI reached 5.2 percent—its highest level since 2003—
while the revised methodology yields a lower rate of 4.5 
percent. This gap is driven primarily by lower utilities infla-
tion when renewable energy pricing is incorporated and by a 
reduced weight on utilities, one of the highest‑inflation cate-
gories that year. A smaller weight for clerical labor, another 
high‑inflation component in FY2022, also contributed to the 
lower revised estimate.

The second‑largest difference appears in 2024, when 
the updated methodology produces an inflation rate 0.3 
percentage points higher than the historical measure. In this 
case, the addition of the technology component and a higher 
weight for administrative salaries account for the modest 
increase. In all other years, differences between the two 
approaches remain within 0.2 percentage points.

Overall, these results demonstrate that the updated HEPI 
methodology preserves the continuity and reliability of the 
index. The differences between the historical and revised 
approaches are modest, even in years with the largest 
methodological effects, indicating that the adjustments to 
category definitions and weights refine the measure with-
out altering its long-term trajectory. Moving forward, these 
targeted improvements allow HEPI to better reflect contem-
porary cost structures while maintaining consistency with 
its historical trends.

PROJECT APPROACH AND FRAMEWORK

This project employed a mixed methods approach combining 
survey data, secondary research, and expert review to assess 
how higher education institutions allocate resources across 
both traditional and emerging budget categories. 

Primary data were collected through a structured survey 
fielded between September and December 2024, yielding 
responses from 50 institutions representing a range of sizes, 
types, and regions. The survey assessed the share of institu-
tional budgets allocated to the eight HEPI components and 
identified cost areas not fully captured in the historical model.

Survey findings were supplemented with targeted secondary 
research on long‑term spending trends, workforce shifts, and 
inflation dynamics affecting higher education. This research 
helped contextualize changes in component weights. For 
example, the reduced share of faculty salaries was informed 
by both survey findings and evidence of increased reliance on 
adjunct faculty resulting in a declining share of instructional 
expenses. 

Additional analysis focused on emerging cost areas—includ-
ing technology, food and travel, and renewable energy—to 
reflect evolving operational realities. Once new and revised 
components and weights were identified, appropriate 
public data sources (including CPI, ECI, and PPI series) were 
selected and integrated into the model to ensure consis-
tency and transparency.

Finally, the HEPI methodology was simplified by replac-
ing the legacy regression model with a weighted‑average 
approach. This update improves transparency, interpret- 
ability, and alignment with how the index is used today, 
while preserving its reliability as a measure of higher educa-
tion cost inflation.
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NOTES ON BROADER USE OF HEPI

Through this update process, we have explored and discov-
ered ways in which HEPI can be utilized by nonprofits more 
broadly. While HEPI was originally modeled after higher 
education institutions, we have learned that HEPI may be 
more applicable to other educational institutions such as 
independent schools. 
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CONCLUSION

When using an inflation metric to determine budgeting, 
spending, and investment return targets and respective 
asset allocation strategies, it is important to utilize an 
inflation metric that aligns with your institution’s needs. By 
exploring the core HEPI components and weights described 
in this memo, decision makers can assess whether their 
operational needs align more with HEPI or with other widely 
used inflation metrics such as the CPI and determine which 
measure (or measures) is appropriate for use. To explore 
methodology and common questions in greater depth, see 
HEPI: What You Need to Know.

APPENDIX

Technology Costs at Educational Institutions
Technology has become one of the fastest growing compo-
nents of higher education operating budgets, a trend 
reflected in federal expenditure data. The U.S. Department 
of Education’s Integrated Postsecondary Education Data 
System (IPEDS) shows steady increases in institutional 
spending on operations—including IT services, digital 
infrastructure, and technology related staffing—through FY 
2024.1 A major contributor to this growth is the rising cost of 
data systems management, cloud hosting, and subscription 
based enterprise software, all of which require continuous 
licensing, storage capacity, and vendor support. Sector 
benchmarks similarly show that institutions now depend 
on cloud based administrative systems, CRM platforms, 
and SaaS tools that convert what were once periodic capital 
purchases into recurring operating expenses.2 

Centralized data platforms have also become a significant 
area of investment as institutions prepare for broader 
adoption of AI-enabled tools. Colleges and universities are 
increasingly building unified data environments that inte-
grate student information systems, learning management 
systems, and administrative databases to support predictive 
analytics, early alert systems, and emerging generative AI 
applications. These platforms require substantial spending 
on data governance, integration middleware, and security 
controls, but they are becoming foundational for institu-
tions seeking to use AI responsibly and at scale. Federal and 
sector reports note that institutions adopting AI tools typi-
cally face higher upfront and ongoing costs related to data 
quality, storage, and model training infrastructure. 3

Growth in online and hybrid learning has further acceler-
ated technology investment. National Center for Education 
Statistics (NCES) surveys show that by 2021–22, more 
than half of U.S. college students were enrolled in at least 
one distance education course, with online participation 
remaining far above pre-pandemic levels.4 Supporting this 
shift requires sustained spending on learning management 
systems, video platforms, instructional design, and digital 
student support services. 

Cyber security has become an equally significant cost 
driver. Higher education remains one of the most frequently 
targeted sectors for ransomware attacks, with recovery 
costs rising sharply across 2023–24.5 A 2024 survey found 
that 77 percent of education institutions experienced at 
least one cyber attack in the prior year, and nearly half 
incurred unplanned expenses to remediate security gaps.6 
These pressures have made technology a structurally 
expanding share of institutional budgets and a critical 
component of long-term financial planning.

Faculty Salaries See Structural Shifts
Over the past several decades, U.S. colleges and universities 
have shifted steadily away from a predominantly tenure 
track instructional workforce toward greater reliance on 
contingent and adjunct appointments. Analyses of federal 
IPEDS data by the American Association of University 
Professors (AAUP) show that a majority of instructional 
staff are now employed off the tenure track, including full-
time non tenure track and part-time adjunct roles, reflecting 
long running economic and managerial pressures to contain 
labor costs and increase staffing flexibility.7 A 2023 AAUP 
data snapshot summarizing NCES trends from 1987 to 2021 
documents the persistent decline in the share of tenured and 
tenure track positions and the corresponding rise in contin-
gent appointments.8 Because contingent and adjunct faculty 
are typically paid lower salaries per course and receive fewer 
benefits than tenure track peers, this shift has structur-
ally reduced average instructional labor costs per student 
credit hour, even as total headcount has remained relatively 
stable.9 

https://www.commonfund.org/hubfs/Institute/HEPI/HEPI%20Questions%20and%20Answers.pdf
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Federal data further underscore how these staffing changes 
intersect with the growth of online and hybrid learning. 
NCES reports that by 2021–22, more than half of under-
graduates were enrolled in at least one distance education 
course, and a substantial share were fully online, cementing 
digital modalities as a core feature of institutional delivery 
rather than a niche offering.10 Together, the increased use 
of contingent faculty and the flexibility afforded by online 
and hybrid models have shifted instructional cost structures 
away from traditional, fixed full time faculty staffing.

Clerical Employees Costs Down, Administrative Costs Up 
The proportion of clerical and office support staff in higher 
education has declined as institutions have adopted digi-
tal workflows, automated administrative processes, and 
consolidated transactional functions across departments.11 
At the same time, colleges and universities have shifted 
hiring toward professional, technical, and managerial roles—
particularly in IT, compliance, student services, and data 
administration—reducing the relative budget share devoted 
to clerical labor.12 These long-term changes justify reducing 
the HEPI weight for clerical workers from 18 to 14 percent to 
more accurately reflect contemporary staffing patterns and 
compensation structures across higher education.

Meanwhile, the administrative component increase reflects 
the steady and well-documented rise in administrative 
staffing and compensation across higher education. Admin-
istrative costs in higher education have climbed steadily as 
institutions have expanded executive and managerial roles 
at a pace that far exceeds faculty growth. Over the past 
two decades, leadership positions have taken on increas-

ingly complex responsibilities—ranging from fundraising 
and regulatory compliance to IT oversight and diversity 
initiatives—driving the need for larger and more specialized 
administrative teams. As these demands have intensified, 
the administrative infrastructure has grown correspondingly, 
contributing to rising overall institutional expenditures.13 
Compensation for these roles has also risen, particularly 
in specialized positions where institutions compete with 
private sector salaries.14 These structural shifts justify rais-
ing the administrative share within HEPI to better reflect the 
contemporary cost profile of higher education institutions.

Utilities
Colleges and universities have reduced energy consump-
tion per square foot through investments in high efficiency 
HVAC systems, LED lighting, smart building controls, and 
advanced energy management software.15 Institutions have 
also expanded renewable energy procurement through 
onsite solar and participation in green power markets, align-
ing their operations with a national grid in which renewable 
sources now constitute a substantial share of total elec-
tricity generation.16 The rise of remote and hybrid learning 
may further reduce heating, cooling, and electricity loads 
by reducing the need for fully occupied physical spaces 
throughout the year.17 Although campus square footage has 
continued to grow, efficiency gains, sustainability initiatives, 
and the broader decarbonization of the U.S. energy mix have 
collectively reduced the relative budget share devoted to 
utilities, supporting a lower weighting for this category in 
HEPI.
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Important Notes
Certain information contained herein has 
been obtained from or is based on third-party 
sources and, although believed to be reliable, 
has not been independently verified.  Such 
information is as of the date indicated, if 
indicated, may not be complete, is subject to 
change and has not necessarily been updated.  
No representation or warranty, express or 
implied, is or will be given by The Common 
Fund for Nonprofit Organizations, any of 
its affiliates or any of its or their affiliates, 
trustees, directors, officers, employees or 
advisers (collectively referred to herein as 
“Commonfund”) or any other person as to the 
accuracy or completeness of the information 
in any third-party materials.  Accordingly, 
Commonfund shall not be liable for any direct, 
indirect or consequential loss or damage 
suffered by any person as a result of relying 
on any statement in, or omission from, such 
third-party materials, and any such liability is 
expressly disclaimed.  

All rights to the trademarks, copyrights, logos 
and other intellectual property listed herein 
belong to their respective owners and the use 
of such logos hereof does not imply an affili-
ation with, or endorsement by, the owners of 
such trademarks, copyrights, logos and other 
intellectual property.

To the extent views presented forecast market 
activity, they may be based on many factors 
in addition to those explicitly stated herein. 
Forecasts of experts inevitably differ. Views 
attributed to third-parties are presented to 
demonstrate the existence of points of view, 
not as a basis for recommendations or as 
investment advice. Market and investment 
views of third-parties presented herein do not 
necessarily reflect the views of Commonfund, 
any manager retained by Commonfund to 
manage any investments for Commonfund 
(each, a “Manager”) or any fund managed 
by any Commonfund entity (each, a “Fund”). 
Accordingly, the views presented herein may 
not be relied upon as an indication of trading 
intent on behalf of Commonfund, any Manag-
er or any Fund. 

Statements concerning Commonfund’s views 
of possible future outcomes in any investment 
asset class or market, or of possible future 
economic developments, are not intended, 
and should not be construed, as forecasts or 
predictions of the future investment perfor-
mance of any Fund. Such statements are also 
not intended as recommendations by any 
Commonfund entity or any Commonfund 
employee to the recipient of the presenta-
tion. It is Commonfund’s policy that invest-
ment recommendations to its clients must 
be based on the investment objectives and 
risk tolerances of each individual client. All 
market outlook and similar statements are 
based upon information reasonably available 
as of the date of this presentation (unless an 
earlier date is stated with regard to particular 
information), and reasonably believed to be 
accurate by Commonfund. Commonfund 
disclaims any responsibility to provide the 
recipient of this presentation with updated 
or corrected information or statements. Past 
performance is not indicative of future results. 
For more information, please refer to Import-
ant Disclosures.
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