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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As requested by the Joint Legislative Audit Committee, the Bureau of State Audits presents its
audit report concerning the affordability of college textbooks in the University of California (UC),
California State University (CSU), and California Community Colleges (community colleges)
systems. This report concludes that increases in textbook prices have significantly outpaced
median household income, which makes it more likely that some students will forgo or delay
attending college because of the financial burden that postsecondary education imposes.
However, students can somewhat offset the rising costs by using strategies such as purchasing
used books or purchasing their textbooks from third parties that advertise their textbooks with
online retailers, such as Amazon.com. Further, several key players in the textbook industry
believe the used textbook market drives up the cost of new textbooks and may play a role in how
frequently publishers issue new editions. We noted that for selected textbooks we reviewed,
publishers released a new edition every 3.9 years on average; however, several of the deans,
department chairs, and faculty members that we interviewed stated that revisions to textbooks
are often minimal and are not always warranted.

Nearly all of the faculty members we interviewed were unaware of state laws encouraging them to
participate in efforts to reduce textbook costs and many did not understand how their decisions
and priorities when selecting a textbook could affect student costs. This lack of awareness may
partially explain why the majority of textbook adoptions are submitted by faculty after the initial
deadline, despite bookstore managers’ claims that timely textbook adoptions enable them to
pay students more for their used textbooks and also allow them to procure more used books
for sale in the next term. Additionally, campus bookstores have implemented several strategies
to reduce students’ textbook costs, but they have not consistently employed them. Finally,
the system offices for the community colleges and CSU, with some participation from UC,
have explored possible solutions for the rising costs of textbooks, including open educational
resources and the Digital Marketplace, both of which offer means of content delivery that differ
from that of traditional textbooks.

Respectfully submitted,

Eloire ). Horole

ELAINE M. HOWLE
State Auditor
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Figure 1
The Life Cycle of a College Textbook
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Sources: Publishers'responses to the Bureau of State Audits’ questionnaire, student surveys, faculty interviews, bookstore interviews/policies, and
various reports.

whereas the wholesalers generally distribute used textbooks to
college bookstores across the nation and provide services like
textbook management systems and buyback services.



California State Auditor Report 2007-116
August 2008

The textbook life cycle begins and ends with the publishers. As
Figure 1 illustrates, to establish the price at which to sell a book to a
bookseller, such as a campus bookstore, the publisher analyzes
numerous factors, including costs, competition, expected sales, and
royalties. Several publishing companies that responded to our
questionnaire did not provide us with their specific pricing
information because they consider it proprietary. However, Pearson

Education gave us a breakdown of the cost
categories of wholesale textbook prices reported by _ )
the National Association of College Stores. As the Cost Categories of the Publishers'Textbook

text box shows, paper, printing, and editing costs Invoice Price
make up most of the publisher’s invoice price. paper,printing, and ediing 3%
Pearson Education reported that it reviews prices

Marketing 20.2

twice annually and can increase, decrease, or
choose to hold a textbook’s price constant. After it Author royalties 153
determines the price, the publisher then markets
new editions to faculty. Marketing can take place
through direct mailings of brochures, catalogues,
and examination copies, as well as through Source: Pearson Education.
one-on-one contacts between publisher

General and administrative 13.0

Publisher’s after-tax income 9.2

representatives and faculty.

After selecting the textbooks they want, faculty generally submit
the required adoption paperwork to the campus bookstore. Using
information provided by the campus bookstore or the course
instructor, students can purchase the adopted textbooks from
various sources. At the end of the academic term, students can try
to sell their textbooks back to the campus bookstore, but the prices
students receive often depend on whether faculty have adopted the
book for the subsequent academic term. If faculty decide not to use
certain textbooks for their courses next term, the bookstore may
pay students the wholesale prices for the books, or nothing if there
is no national demand. According to a major wholesaler, wholesale
prices typically range from 10 percent to 33 percent of retail prices.
The cycle of a faculty member adopting a textbook and students
purchasing and then selling back copies of that textbook typically
continues until a publisher releases a new or modified version of the
book, an event that occurs every three to four years on average.

Textbook Costs Have Recently Gained Widespread Attention

Within the past few years, student groups, government

agencies, and other organizations have conducted studies and
issued reports on textbook costs. In particular, the reports issued
by the State Public Interest Research Groups (State PIRGs) and
the U.S. Government Accountability Office (GAO) examine the
reasons for escalating textbook costs and identify the factors they
believe best explain price increases in recent years. For instance,

11



12

California State Auditor Report 2007-116

August 2008

in a February 2005 report titled Ripoff 101: How the Publishing
Industry’s Practices Needlessly Drive Up Textbook Costs, the

State PIRGs report findings from their survey of the most widely
purchased textbooks at 59 colleges and universities across the
country and conclude that the frequency with which the publishing
industry releases new editions creates shortages of used textbooks.
The GAO issued a report in July 2005 titled College Textbooks:
Enhanced Offerings Appear to Drive Recent Price Increases, in
which the GAO concluded that “the increasing costs associated
with developing products designed to accompany textbooks, such
as CD-ROMs [compact discs acting as read-only memory devices]
and other instructional supplements, best explain price increases in
recent years” The GAO reported that publishers stated they have
increased investments in developing supplements in response to
demands from instructors.

Lawmakers in Congress, the California Legislature, and other

state legislatures have also become increasingly concerned about
textbook costs. For example, in 2007, the House of Representatives
introduced the College Opportunity and Affordability Act of 2007,
which includes provisions addressing textbook costs. Specifically,
this proposed legislation would require publishers to sell college
textbooks separately from supplemental materials, mandate that
institutions of higher education publish International Standard
Book Numbers and prices on course schedules, and encourage
bookstores to disclose costs to faculty and students in a timely
manner. As of August 2008, the status of this legislation was
awaiting the President’s signature.

Additionally, several states have proposed, and in some

cases enacted, legislation to address textbook cost issues. In
California, the Legislature and the governor approved a law
effective January 1, 2005, containing several provisions related

to the production and pricing of college textbooks. The law
encourages textbook publishers to provide students with the

option of purchasing materials that do not come bundled, or
packaged together, and encourages faculty to consider the least
costly practices in assigning textbooks when doing so would be
educationally sound. Another law that took effect in California on
January 1, 2008, encourages faculty to submit textbook adoptions in
a timely manner and requires publishers, effective January 1, 2010,
to disclose content differences between new editions and prior
editions. Strategies that other states have considered include
lowering the impact of textbook costs by exempting textbooks from
sales taxes.
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Scope and Methodology

The Joint Legislative Audit Committee (audit committee) requested
that the Bureau of State Audits review the affordability of college
textbooks in California’s public universities and colleges. As part

of our audit, we were to evaluate the textbook industry and its
participants—including faculty, students, and others involved with
the three public postsecondary educational systems in the State—to
determine how the participants’ respective roles affect textbook
prices. In addition, the audit committee asked that we survey a
sample of publishers to ascertain as much as possible about the
methods that publishers use to set prices and market textbooks,
including any incentives offered and the publishers’ decisions about
textbook packaging and the need for revisions. Further, we were
asked to determine and evaluate how the three postsecondary
educational systems identify, evaluate, select, and approve
textbooks for courses on their campuses.

The audit committee also asked us to identify and evaluate the
success of the processes and practices that UC, CSU, and

the community colleges use to keep the costs of textbooks affordable.
In addition, the audit committee requested that we survey students
and student organizations at the three postsecondary educational
systems to determine whether costs affect the decisions that
students make about areas of study or the number of classes in
which they enroll, how students are dealing with increasing costs,
whether students are required to purchase books or bundled
material not used for their classes, and whether students are filing
complaints against their instructors or schools for issues related to
textbooks. The audit committee further requested that we determine
how the three systems ensure compliance with any textbook policies
and procedures. Finally, the audit committee asked us to review a
sample of textbooks used at the three systems to determine whether
the processes of identifying, evaluating, selecting, and approving the
textbooks complied with the systems’ policies and procedures and
attempted to prevent students’ textbook costs from rising.

To identify the textbook industry’s participants, we reviewed
reports issued by organizations like the GAO and state PIRG that
identify factors affecting textbook costs and the influence that each
participant has on those costs.

To gain a better understanding of the laws affecting the textbook
industry, we analyzed relevant federal and state laws. We also
interviewed deans and chairs of selected academic departments,
faculty, student organizations, students, wholesalers, bookstore
staff, and management of auxiliary organizations at three campuses
from each of the three systems. We focused our review on policies
and practices at nine campuses: Berkeley, Davis, and Los Angeles

August 2008
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in the UC system; Chico, Long Beach, and Sacramento in the

CSU system; and DeAnza, Grossmont, and San Francisco in the
community colleges system. We selected those campuses based on
geographical location and student enrollment, whether they had
developed strategies to offset textbook costs, and whether each
campus owned and operated its bookstore or leased it to a private
entity, such as Follett or Barnes & Noble.

To identify the role of the campus bookstore in the textbook market,
we interviewed staff at each of the nine campus bookstores we visited
and, if applicable, management from the vendor or campus auxiliary
that manages the bookstore. We reviewed each bookstore’s policies
and procedures, including its pricing practices, buyback policies, and
markups for new and used textbooks. We also determined whether
the bookstore or affiliated auxiliary provides monetary contributions
to the campus or provides additional services to students. Finally,

we discussed with bookstore staff whether the campus bookstores
have implemented programs to address the cost of textbooks, such
as a guaranteed buyback of certain textbooks or the textbook rental
programs described in Chapter 3.

To determine how publishers price and market their textbooks, we
developed a questionnaire and distributed it to the textbook
publishers ranked as the highest-volume sellers on lists compiled

by three of the campus bookstores we visited. Our questionnaire
asked about factors affecting pricing and decisions to bundle or
revise a textbook. We also asked publishers if they encourage faculty
or schools to adopt a particular textbook by offering incentives like
monetary contributions, free copies of textbooks, or luncheons.

In selecting our sample of publishers, we interviewed bookstore
managers at UC Davis, CSU Sacramento, and City College of

San Francisco, and from their responses compiled a list of the

top-18 textbook publishing companies based on the volume of
textbooks these campus bookstores purchased from each company.
Although one of the 18 publishing companies did not respond to our
requests for contact information, we distributed the questionnaire
to the other 17 textbook publishing companies on the list. Of those,
nine responded to our questionnaire and eight did not. We reviewed,
compiled, and analyzed the responses of the nine publishers that
completed questionnaires.

To assess how faculty and staff at the nine campuses we reviewed
identify, evaluate, select, and approve textbooks for courses, we
asked administrators at the campuses to supply us with any policies
and procedures related to those steps in the textbook adoption
process. Because most of the campuses had not developed any
policies or procedures for the textbook adoption process, we also
requested this information from three faculty members and three
department deans and chairs at each campus; however, according
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to the faculty we interviewed, their departments generally had

not developed any written policies. Additionally, we interviewed
deans, department chairs, and faculty at each campus and asked
questions such as whether textbook revisions are always warranted,
whether faculty have any unique strategies that reduce the cost

of educational materials, and whether they receive incentives
from publishers to adopt textbooks. All of the faculty members,
department chairs, and deans we asked about incentives offered
by publishers stated that they had not received, nor had publishers
offered, any type of significant monetary incentives and thus, we
performed no further work in this area. We also asked deans,
department chairs, and faculty what factors they consider when
selecting a textbook.

In evaluating how well the three postsecondary educational systems
assist students in making textbooks affordable, we interviewed
representatives from each system office to determine whether

it has implemented or plans to implement any initiatives that
address textbook costs. Further, we attended two summit meetings
held by administrators from the system office of the community
colleges. At the summits, participants in the textbook market,
including students, bookstore managers, and publishing company
representatives, convened to discuss strategies for reducing
textbook costs. We analyzed the resulting recommendations
summit participants proposed to the community colleges’

board of governors in May 2008. In Chapter 4 of this report

we discuss the value of some of these recommendations as

well as potential obstacles to their implementation. Further, we
reviewed a report issued in August 2007 by a CSU task force titled
Improving Access and Reducing Costs of Textbook Content, which
included the recommendations and analyses of representatives
from the academic senate, associated student organizations, and
chancellor’s office.

To gain an understanding of the Digital Marketplace—a one stop,
Web-based service for selecting contributing, sharing, approving,
procuring, and distributing no-cost and cost-based academic
technology products and services—we interviewed the senior
director of academic technology services from the CSU chancellor’s
office and reviewed related reports.

To determine the ways in which textbook costs affect students,
including how students deal with increasing costs and whether
instructors require students to purchase books or bundled material
that their classes do not use, we surveyed students enrolled at

each of the State’s three postsecondary educational systems. The
Appendix lists the survey questions and responses. Moreover, we
interviewed members of the associated student organizations at
some campuses to identify additional student concerns.

August 2008
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To assess whether faculty and staff adhere to campus policies

and procedures for the selection of textbooks and whether

systems and campuses compile statistics regarding textbooks,

we interviewed campus administrators, bookstore staff, deans,
department chairs, and faculty at each of the nine campuses under
review. Administrators at the system offices, as well as at the
campus level, told us they do not track statistics related to textbooks
and generally do not have policies and procedures governing the
textbook adoption process. However, bookstores do have historical
information on specific textbooks. Thus, we focused on comparing
across the three systems the total cost of textbooks for selected
majors during an academic year and gathering information on the
textbooks sold at campus bookstores.

To compare total textbook costs for various majors, we obtained
data from UC and CSU listing the most popular majors in terms

of earned degrees at each of the campuses included in our review.
Using this information, we selected six of the most popular academic
majors and tested information related to two of those majors

at each campus we reviewed. The majors chosen were biology,
business, English, liberal studies, political science, and psychology.
To compare UC and CSU courses in those majors to courses in

the community colleges system, at UC and CSU we focused on the
course load for the first two years of each selected major. For UC
and CSU, we interviewed academic counselors who assisted us in
developing hypothetical course schedules for the majors we selected.
Because undergraduates transferring from community colleges may
face different prerequisites depending on whether they are entering
the UC and CSU system, we interviewed transfer coordinators at
each community college campus and created for each academic
major a typical course schedule for a student transferring to a

UC campus and another schedule for a student transferring to

a CSU campus.

Once we had compiled the course lists, we obtained from the
bookstore at each campus the pricing and sales information,
including buyback policies, for the textbooks required for

the academic terms from fall 2005 to spring 2007. Using this
information, we calculated the sum of the prices for new and
used textbooks, respectively, for each selected major during those
academic terms. After determining the total costs students could
expect to pay if they purchased all new or all used textbooks, we
considered the amounts they could expect to receive through the
corresponding bookstore’s buyback program.

We selected a sample of 27 top-selling textbooks to determine how
the price of a textbook changes over time and how frequently a
textbook may undergo revisions. Each campus bookstore gave us

a list of its 20 top-selling textbooks and a list of the 10 top-selling
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textbooks authored by faculty at the respective campuses for the fall
2007 academic term. From those lists, we considered factors such
as the textbook’s retail price, number of units sold, and revision
history. We then selected three textbooks from each campus:
generally two from the top-20 list and one from the top-10 list. For
each of the two top-20 textbooks selected, we interviewed a faculty
member who chose the textbook to evaluate the adoption process.
For the one top-selling faculty-authored textbook, we interviewed
the author. From bookstore staff, we obtained information about
each textbook in our sample for academic years 2004—05 through
2007-08, including the retail price, the price at which the bookstore
purchased the book (invoice price), whether the book was adopted
for subsequent terms, and whether the textbook came in bundled
or customized form. Based on retail prices for the fall 2004
academic term, or the earliest subsequent term that faculty adopted
the textbook, we calculated the overall price increase over time.
Further, because the bookstore for CSU Sacramento did not retain
pricing information for some of the earlier terms, we calculated

its textbook price increases using information from the earliest
term available.

The data we used to perform our analyses were maintained in
electronic databases at each campus bookstore. However, the
types of databases varied among bookstores. Therefore, some
bookstores could not provide us with all the data we requested.
Consequently, when possible, we made various calculations to
determine the missing data. Further, the GAO, whose standards we
follow, requires us to evaluate the reliability of computer-processed
data. However, we could not assess whether all the information we
used from each bookstore’s database was reliable for the purposes
of our audit because some source documentation was unavailable
or did not exist, among other reasons. To gain some assurance

on the data’s accuracy, we obtained hard-copy documentation

of six invoices from eight bookstores and four invoices from

the ninth bookstore in our review and compared them to each
bookstore’s respective database. Because we selected this sample
judgmentally, we cannot quantify how confident we are with the
accuracy of the data in total; however, we found no errors and
therefore have some assurance of the accuracy of the data.

To gauge the effectiveness of strategies students use to deal

with textbook costs, we evaluated one common strategy: purchasing
textbooks from online retailers or third-party vendors. We compared
the prices of the 27 textbooks we selected to the new and used prices
of textbooks sold by a third party through Amazon.com—an online
vendor students frequently mentioned in responding to our survey.
Because prices and quality vary for textbooks offered by third parties,
we compared the campus bookstore’s new and used price to the
lowest price offered for a textbook designated as at least “very good”
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