Post Register

National column: College pays off, but not as much as
it should

Neal McCluskey
May 26, 2017

Is college worth the money? Thanks to distorting subsidies, that is a far tougher question to
answer than it should be, writes Neal McCluskey.

If you are prepared for college-level work, and especially if you intend to major in something in
demand in the economy, by all means go to college. The price you will be charged will be
inflated, but the investment will still pay off.

If you are unprepared for college, however, or plan to major in a field with few job prospects,
you should really think twice.

A factoid you might have heard before — the average college graduate makes around $1 million
more over her working lifetime than the average person with just a high school diploma —
continues to hold. There are lots of caveats, but on the whole, even with an average four-year
undergraduate degree running roughly $40,000 to $134,000 in tuition and fees, college is worth
the investment.

Which is not to say that degrees are priced right. They are almost certainly inflated, fueled
especially by federal student aid. Numerous studies have found that aid fuels tuition cost
inflation, and the “help” it provides is a major reason that for decades inflation in higher
education has eclipsed even the infamous inflation rates in health care and housing.

Another crippling unintended consequence of gigantic subsidies — federal, state and local
subsidies to colleges with student aid programs approached a combined $250 billion in 2016 —
is credential inflation.

The hollowing out of degrees has been borne out in research showing declining literacy rates for
people possessing bachelors and advanced degrees, and in stagnant or declining earnings for
degree holders over the last 15 years. The big college wage premium is more a function of a high
school diploma’s value dropping than a college degree’s rising.



This is a big reason that having a degree is no guarantee of success. According to 2014 research
from the Federal Reserve Bank of New York, about a third of people holding a four-year degree
are in jobs that do not require it, and are in such career tracks on a largely permanent basis. And
while various types of engineering majors and a few others can make big bucks right out of
college, people with softer majors, like psychology or English, can struggle to find well-paying
work.

That said, investing in college is far riskier if you are teetering on the margins of preparation, or
aren’t motivated to do college-level work.

Poor preparation or focus are major reasons a little less than half of people who start college do
not finish within six years, and many never complete. For these people, the cost of college can be
an albatross even with relatively small debt. Indeed, there are higher default rates for student
borrowers who owe relatively small amounts, in the $1,000 to $10,000 range, than those paying
off larger sums. Defaulters have basically paid for part of college but left without getting the
degree essential to increasing their earnings. For millions of such people, the “investment” in
college was a significant loss, not a gain.

So is college worth the money? Thanks to massive, distorting subsidies extracted from taxpayers,
that is a far tougher question to answer than it should be. For those who are truly ready for
college and are focused on in-demand fields, it almost certainly is, even if it should cost far less.
For everyone else? It is a far more dicey proposition.

McCluskey is the director of the Cato Institute’s Center for Educational Freedom and author of
the report “Not Just Treading Water: In Higher Education, Tuition Often Does More than
Replace Lost Appropriations.” He wrote this for InsideSources.com.



