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Abstract

The economic value that accrues from those who earn four-year university degrees and graduate degrees
will be the focus of this paper. Higher education influences economic well-being in other ways as well.
The economic impacts of expenditures by institutions, their employees and their students already have
been well documented buy others. The benefits of knowledge creation - research and development- at
universities will be examined and compared.

Education provides a variety of benefits to students including enhanced social skills, greater awareness of
human achievement and an appreciation for cultural diversity. IN this time period that we live in, education
is increasingly viewed as an economic investment. Education provides a student with skills that are
valued by employers and increases lifetime earnings capacity.

The primary point of this paper is what value do we, as a society, put towards attaining a degree and at
what cost? Presenting both sides of this important argument is essential to making a fair assessment of
where we stand as a society. It would be fair to state that although the cost can be higher for some than
others, the collective agreement is as follows: The benefits of going to college, aside from getting a job,
that are intangible include unique accomplishments like finding a marriage partner, making life-long
friends, making good contacts, networking with classmates and professors, the college life itself,
exposing yourself to a broader scope of education, developing analytical and critical thinking skills, and
the list goes on and on.
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THE VALUE OF A COLLEGE DEGREE:
WHAT PRICE IS SOCIETY WILLING TO PAY?

ABSTRACT

The economic value that accrues from those who earn four-year university
degrees and graduate degrees will be the focus of this paper. Higher education
influences economic well-being in other ways as well. The economic impacts of
expenditures by institutions, their employees and their students already have
been well documented buy others. The benefits of knowledge creation —
research and development — at universities will be examined and compared.

Education provides a variety of benefits to students including enhanced social
skills, greater awareness of human achievement and an appreciation for cultural
diversity. IN this time period that we live in, education is increasingly viewed as
an economic investment. Education provides a student with skills that are valued
by employers and increases lifetime earnings capacity.

The primary point of this paper is what value do we, as a society, put towards
attaining a degree and at what cost? Presenting both sides of this important
argument is essential to making a fair assessment of where we stand as a
society. It would be fair to state that although the cost can be higher for some
than others, the collective agreement is as follows: The benefits of going to
college, aside from getting a job, that are intangible include unique
accomplishmenis like finding a marriage pariner, making life-long friends, making
good contacts, networking with classmates and professors, the coliege life itself,
exposing yourself to a broader scope of education, developing analytical and
critical thinking skills, and the list goes on and on.



The escalating cost of higher education is causing many to question the value of
continuing education beyond high school. During this eight year economic
downturn, especially during recessions, many wonder whether the high cost of
tuition, the opportunity cost of choosing college over full-time employment, and
the accumulation of thousands of dollars of debt is, in the long run, worth the
investment. The risk is especially large for low-income families who have a
difficult time making ends meet without the additional burden of college tuition
and fees.

In order to determine whether higher education is worth the investment, it is
useful for us to examine what is known about the value of higher education and
the rates of return on investment to both the individual and to society. It is with
this target in mind that | will look at the economic value that accrues from those
who earn four-year university degrees and graduate degrees; this wiil be the
focus of this paper.

Higher education influences economic well-being in many other ways as well.
The economic impacts of expenditures by institutions, their employees and their
students already have been well documented by others. The benefits of
knowledge creation - research and development - at universities | will examine
and compare.

Education provides a variety of benefits fo students including enhanced social
skills, greater awareness of human achievement and an appreciation for cultural
diversity. In this time period that we live in, education is increasingly viewed as
an economic investment. Education provides a student with skills that are valued
by employers and increases litetime earnings capacity.

Below is a typical conversation that is discussed within the walls of any campus
of academia. This is a hypothetical casual conversation (interview) that | taped
having with myself. Please enjoy!!

Olu: And so what will give here? If getting an education costs more than students
are able to pay and what they are able to pay is putting them deeply inio debt,
this is obviously seen as something of a national crisis, then how and where do
we reach equilibrium on this?

Me: | think we have a two-part crisis. The biggest piece of it is students who go to
school, spend a lot of money, borrow a lot of money, use federal grants, and then
don't complete their degree because they do not have a lot to show for that
investment, right? We've also got the problem of students who spend a lot, who
borrow a lot, complete a degree but then can't make anything useful with it. For
the vast majority of students who actually finish their degree, the return on
investment is pretty good. That means dealing with why students do not graduate
which | think the biggest problem is inadequate preparation. We send too many
kids to college who are not reaily ready to be in college. Then we are teaching



them remedial material at some colleges, at college costs; that is a ridiculous
thing to do.

Olu: What are going to do exactly about that?
Me:| think we are going to have to use technology to attack that problem.

Olu: s it possible that from a policy perspective, we could send fewer students to
college?

Me: We might. Maybe we should be sending fewer students at least to four-year
colleges. We should be sending more, of the “shaky” category of students to
community colleges. And by the way, we should make sure they finish their two-
year degree. | mean, the community colleges struggle with getling students
through. Too many unprepared students and there is data out there that shows
that financial stress and the cost of paying for college is one of the major reasons
students drop out. So we need to address this issue and I'm hopeful technology
can be part of that.

Olu: But before | ask you about how technology could be part of it, have we as a
country guilted people into thinking that they need a college degree to succeed
where they might not necessarily need one, like in a trade type job?

Me: You know, | think you don't necessarily need one, but if [ were a young
person going out to the workforce expecting to work for the next 40, 45, maybe
50 years of my life, because realistically 1 think that's what retirement ages will
look like 20, 30, 40 years from now, is there great value in a college education
when you're going {0 have multiple careers over that period of time? Probably.
And in terms of -- in a time of great economic uncertainty, which is probably
what's going to be in the future rather than the certainty we've had, then a college
education is more valuable. There will be fewer; you will not be able to get the
kind of jobs that will provide the quality of life that most Americans hope for
without a college education.

Olu: And speaking broadly, given the increasing trend towards vocational
training in colleges, are we, in fact, giving -- are students, in fact, getting what
you and | would consider to be a university education if their training is primarily
vocational?

Me: Some institutions have abandoned the notion of a liberal arts education. |
think increasingly it is being abandoned, and we have majors which in my mind
sound like they belong in the local community college of the two-year program.
My expectation out of a four-year degree program is you're going to get
something that's going to provide value 20, 30, 40 years, and that's critical
thinking, it's learning to read well, to write, to speak well, all those kinds of cores,
to operate in the kind of diverse environment that we find ourselves in.



Olu: And what percentage of U.S. college graduates do you think are getting that
kind of education?

Me: | think the majority are still getting that kind of education, but there's clearly
been a shift. Look at what the largest major in the country is; it's “business.”

Olu: | didn't know that.

Me:Yes, it's business administration. I'm not so sure business administration
should be an undergraduate program; and if it is, there are those out there that
say that it should be cast in the context of a liberal arts education because as an
example, spending four years learning how to do accounting is not what you
really want to be doing unless you love numbers crunching.

Olu: So, what's an example of how we can use technology to improve teaching?

Me: At the end of the semester, schools have students filling out the critique
form of their professor so | stay behind after to talk to her. My professor teaches
a large lecture course. She states that there is not a lot of feedback. There is not
a lot of interaction. It is a very technical course. Most of the information flow is
from her as the instructor to the students. it is not a very productive learning
environment, and it is not very much fun. She states, “l want to try something
different. | am going to record my videos ahead of time then | am going to ask the
students to waich the videos. Then | am going to take that classroom time and
meet with the studenis in groups of 15 and talk about careers, talk about their big
classroom project for the year. This will have a much more interactive engaged
environment.” One could call it the so-called flipped classroom model that we
now allude to.

Now back to reality!

The primary question therefore is does a degree still matter? Stories abound
daily in news coverage of college graduates working at Starbucks, living at home
feeding of mom and dad and facing an uncertain economic future. Many of these
stories have led to increased guestioning of the value of a college degree.
Consequently, many have taken to surveying those who have graduated from
college and the results are surprising. Despite the current economic hardships
faced by people at all levels of education, the value of a college degree remains
strong. The unemployment rate for recent four-year college graduates is 6.8
percent, higher than the rate for all four-year graduates of 4.5 percent. The 6.8
percent is much better than the 24 percent rate for recent high school graduates.
These figures, and a series of others, appear in “The College Advantage:
Weathering The Economic Storm,” from the Center on Education and the
Workforce at Georgetown University —
(http://cew.georgetown.edu/collegeadvantage/.}




As the name of this report suggests, the report does not claim that college
graduates have been immune from the recession. The report's summary begins
with this sentence: "When it rains hard enough and long enough, everyone gets a
little wet" (htip://cew.georgetown.edu/collegeadvantage/.) But the report seeks to
distinguish between reports of the real difficulties facing recent graduates and the
idea that these hardships mean that their degrees lack genuine economic value,

Many will ask, “What about all those college grads working at Starbucks?” The
report uses various databases to say that there is indeed an underemployment
problem and that the underemployment rate for new college graduates is 8.4
percent. This is less than half of the underemployment rate for recent high school
graduates of 17.3 percent.

What is promising in this report is that in terms of jobs that have been created in
recent years, college graduates enjoy a strong advantage in gaining them. More
than half of the jobs created during what economists call the recovery from the
recession have gone to college graduates, who make up oniy one third of the
labor force. This is extremely important given that some in the Republican Party
who are running for the presidency (2012) are shouting at the top of their lungs
that not all workers necessarily need a college degree. This report's data clearly
shows that in the traditional “blue collar industries,” those with degrees fared
mugch better than those without. In manufacturing, employment dropped by 19
percent for workers with a high school diploma or less, but only 9 percent for
workers with a bachelor's degrees or better. In construction, employment
dropped by 4 percent for workers with a bachelor's degrees or better and 24
percent for those with a high school diplomas or less —
(http://cew.georgetown.edu/collegeadvantage/.)

What was surprising to me was the impact on men. The report suggests to me
that these statistics may be acting as a "wake-up call" for men, who in the years
prior to the recession were becoming less likely than women to enroll in college.
Citing data from the National Center for Education Statistics, the report says that,
since the recession, the rate of increase in male enrollment has topped that of
females. "The Great Recession has produced an economic reckoning for men
who stopped their education at high school or before” —
(http://cew.georgetown.edu/collegeadvaniage/.) Men, who in recent decades
have lagged behind women in gaining post-secendary education, have been hit
harder in the recession and, in response, are now growing faster than women in
post-secondary enroiliment. Men are now realizing that they need more than a
high school diploma to get a job and that they should not limit themselves 1o
fields dominated by men. They have been enralling in colleges at greater rates
and moving into fields usually dominated by women such as nursing; these fields
are more 'recession proof' and less likely to be sent overseas. Therefore, the
main point of my argument is as follows: Higher education provides considerable
value to individuals, to the economies where educated individuals live and work,



and society in general. Economies that have experienced substantial investment
in either private or public institutions of higher learning have realized
considerable growth and prosperity.

While researching, | noticed that there is considerable support for this notion that
states: “the rate of return on investment in higher education is high enough to
warrant the financial burden associated with pursuing a college degree.” Though
the earnings differential between college and high school graduates varies over
time, college graduates, on average, earn more than high school graduates.
According to the Census Bureau, over an adult's working life, high school
graduates earn an average of $1.2 million; associate's degree holders earn about
$1.6 million; and bachelor's degree holders earn about $2.1 million (Day and
Newburger, 2002.)

This sizeable difference in lifetime earnings puts the costs of college study in a
realistic perspective. Most students today, about 80 percent of all students, enroll
either in public 4-year colleges or in public 2-year colleges. According to the U.S.
Department of Education report, “Think College Early,” a full-time student at a
public 4-year college pays an average of $8,655 for in-state tuition, room and
board (U.S. Dept. of Education, 2002). A full-time student in a public 2-year
college pays an average of $1,359 per year in tuition (U.S. Dept. of Education,
2002.)

These statistics support the contention that, though the cost of higher education
is significant, given the earnings disparity that exists between those who earn a
bachelor's degree and those who do not, the individual rate of return on
investment in higher education is sufficiently high enough to warrant the cost.

Higher education influences economic well-being in three ways. First, the direct
expenditures by the institutions, their employees, and their students impact the
local economy. This spending multiplies through the local economy until the
monies are used to purchase goods and services from outside the local area.
Such economic impacts have been estimated at many institutions of higher
education.

Second, higher education provides financial and non-financial benefits to the
individual who pursues an advanced education and to society in general. The
average earnings of individuals are closely related to their educational
attainment. In particular, those with a bachelor's degree earn substantially more
than even those with some college education. Relative to those with a bachelor’s
degree, a posigraduate degree provides nearly as large a boost in earnings. In
addition, society benefits from an educated populace. The average wage - even
for those workers who do not possess much educational attainment - is higher in
communities with a substantial proportion of highly educated workers. Various
other benefits to society also are realized from enhanced educational attainment,
such as a lower crime rate. In my paper, | will provide a detailed analysis of the



impacts of enhanced educational attainment.

Third, institutions of higher education are increasingly focused on knowledge
creation. Thus, universities are sources of key research and development
innovations that simultaneously can be beneficial to society and conducive to
economic growth.

Additional benefits that college graduates also enjoy beyond the obvious of
increased income | will state below. A 1998 report published by the Institute for
Higher Education Policy reviews the individual benefits that college graduates
enjoy, including higher levels of saving, increased personal and professional
mobility, improved quality of life for their offspring, betier consumer decision
making, and more hobbies and leisure activities (Institute for Higher Education
Policy, 1998.) According to a report published by the Carnegie Foundation, non-
monetary individual benefits of higher education include the tendency for
postsecondary students to become more open-minded, more cuitured, more
rational, more consistent and less authoritarian; these benefiits are also passed
along to succeeding generations (Rowley and Hurtado, 2002.) Additionally,
college attendance has been shown to decrease individual prejudices, enhance
knowledge of world affairs and enhance social status while increasing economic
and job security for those who earn bachelor's degrees; we all benefit from a
more worldly involved society.

Research has also consistently shown a positive correlation between completion
of higher education and good health, not only for oneself, but also for one's
children. As stated by Cohn and Geske, "parental schooling levels (after
controlling for differences in earnings) are positively correlated with the health
status of their children” and "increased schooling (and higher relative income) are
correlated with lower mortality rates for given age brackets” (Cohn and Geske,
1992).

A number of studies have also shown a high correlation between higher
education and cultural and family values, and economic growth. According to
Elchanan Cohn and Terry Geske (1992), there is the tendency for more highly
educated women to spend more time with their children; these women tend to
use this time to better prepare their children for the future. Cohn and Geske
(1992) also report that "college graduates appear to have a more optimistic view
of their past and future personal progress.”

The public benefits of attending college includs increased tax revenues, greater
workplace productivity, increased consumption, increased workforce flexibility,
and decreased reliance on government financial support (Institute for Higher
Education Policy, 1998).

As we stand today, the most crucial problem to address first and foremost is the
most obvious; currently, state funding for education is in decline. One of the












investment calculated using full costs is a more useful guide for public policy than
one calculated using oniy the costs incurred by the student, College may
represent a good personat investment for an individual if that education is highly
subsidized by the government. But college is shown to represent a wise use of
society's resources when the value of the enhanced skills the individual receives,
as measured by increased earnings capacity, exceeds the fuil resource costs of
providing that education.

With the cruel hand that has been dealt to college graduates who now have
incurred a sizeable debt of loans from their respective colleges and universities,
how do they justify the fact that there are fewer jobs available to the graduating
senior? What would normally have been considered trivial news in a growing and
prospering economy is now a threat in today’s flailing economy. First, we may be
going through a technological shift in employment not unlike that of the Industrial
Revolution. [n 1850 the largest group of workers in the United States were on
farms. By the 1900’s, the largest group were domestic workers. (Data suggest
that Great Britain had twice as many domestic workers per household as the US
in 1900, and Germany some 50 percent more.) The number of people in paid
domestic work increased dramatically throughout the late 19th century in most
European countries. The United States experienced a similar situation, which
continued into the early 1900’s and was largely due to the growing number of
middle-and-upper-class families that wanted and could afford household help.
The arrival of a great many unskilled immigrants who could find no other form of
employment contributed this growth” -
(http://www.britannica.com/EBchecked/topic/616563/United-States.) By 1870,
one in five Chicago households employed domestic workers, who accounted for
60 percent of the city's wage-earning women. Over the next half century,
domestic service represented the leading occupation of women in Chicago and
the nation.

What caused the shift from farming? It was partly technology-driven. Farming
became far more productive with the introduction and improvement of the
McCormick reaper, new plough designs, etc., along with the spread of railroads
to bring the increased bounty to cities quickly and cheaply. As the prices of
agricultural goods dropped, smaller farms became less profitable and labor
moved from the country fo the city. Men generally became laborers, and women
migrated to domestic work. In 1900, there were few labor-saving devices. Food
had to be prepared from scratch daily. Doing the cooking, cleaning, laundry,
sewing, child care, etc. made for a very full day. The growing middle class in
Europe and the U.S employed domestic help.

To gain an advantage over one’s peer on securing that job opening, a college
degree became a “must have!” A person with a college education clearly has an
advantage over those with only a high school diploma or less, but it is no
guarantee of security. The Georgetown Center on Education and the Workforce
published a study highlighting the problems. Please refer to the chart below.
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After closer examination of the above chart, | noticed that this graph only tells
part of the story. The report, whether intentional or not, encompasses together
bachelor's degree holders with workers who have a master's, doctorate, or
professional degree. According to their data, which is between 2007 and 2011,
98.3 percent of the job gains in that combined group went to the advanced
degree holders. It would appear that we are really in a graduate school economy.
The next chart below clearly highlights this point graphically.
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The chart above indicates that about 1.5 million, or 53.6 percent, of bachelor’s
degree-holders under the age of 25 last year were jobless or underemployed, the
highest share in at least 11 years. In 2000, the share was at a low of 41 percent,
before the dot-com bust erased job gains for college graduates in the
telecommunications and IT fields. Broken down by occupation, young college
graduates were heavily represented in jobs that require a high school diploma or
less.

In the last year, they were more likely to be employed as waiters, waitresses,
bartenders and food-service helpers than as engineers, physicists, chemists and
mathematicians combined (100,000 versus 90,000). More students were working
in office-related jobs such as receptionist or payroll clerk than in all computer
professional jobs (163,000 versus 100,000). More students were also employed
as cashiers, retail clerks and customer representatives than engineers (125,000
versus 80,000).According to government projections released last month, only
three of the 30 occupations with the largest projected number of job openings by
2020 will require a bachelor's degree or higher to fill the position; teachers,
college professors and accountanis —
(http/Awww.bls.gov/news.release/ecopro.nrQ.htm.) Most job openings are in
professions such as retail sales, fast food and truck driving. These are jobs which
are not easily replaced by computers.
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The primary point of this paper is what value do we, as a society, put towards
attaining a degree and at what cost? Presenting both sides of this important
argument is essential to one making a fair assessment of where we stand as a
society. | think it would be fair {o state that although the cost can be higher for
some than others, the overall and collective agreement is as follows: The
benefits of going o college, aside from getting a job, that are intangible include
unique accomplishments like finding a marriage partner, making life fong friends,
making good contacts, networking with classmates and professors, the college
life itself, exposing yourself to a broader scope of education, developing
analytical and critical thinking skills, and the list goes on and on.

While it is clear that investment in a coliege degree, especially for those students
in the lowest income brackets, is a financial burden, the long-term benefits to
individuals as well as to society at large, appear to far outweigh the costs. If you
are spending tens of thousands of dollars on an education, the logical line of
thought is to get the most out of it because after all, it is an investment on your
future. According to the rules of society, having a college degree does and will
open a lot of doors; that is just the way it is!!
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