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EXECUTIVE SUMMARY

Many Americans would agree that all people should have equal educational opportunity and equal
pay for equal work. And yet, inequality in postsecondary education access, college completion, and
post-college outcomes such as wages stubbornly persists, along with the impression that achieving
equal outcomes would be too expensive and would take too much time to accomplish. But what if
we were able to set these objections aside and make postsecondary education more equitable?

A thought experiment that we conducted in partnership with the Postsecondary Value Commission
demonstrates that equality in postsecondary education would have considerable value to society.

In fact, the United States loses more money by not achieving equal educational outcomes
than it would spend by investing in educational equality. \While equalizing educational
attainment would be costly and time-intensive, balancing the costs with the potential societal benefits
shows that an investment in postsecondary equality is money well spent.

To estimate the costs and benefits to society of greater equity in postsecondary education, we
simulated the impact of increased postsecondary attainment on various racial, economic, and
gender gaps.' We explored what the world might look like if educational attainment were made more
equal by race/ethnicity and economic status®—that is, if all socioeconomic groups had levels of
education as high as those of the middle, upper-middle, and upper classes,® and if all racial/ethnic
groups had levels of education at least equivalent to those of the White majority.

Since the mid-1980s, postsecondary education and training has become the most generally
accepted pathway to economic opportunity in the United States. And yet, US higher education is
highly stratified, with outcomes that vary by socioeconomic status as well as by race, ethnicity, and
gender.* As a result, postsecondary education plays a large role in maintaining and expanding
economic inequality in society. Economists estimate that 60 to 70 percent of the growth in earnings
inequality between 1980 and 2005 was due to increases in the college earnings premium.? If nothing
changes, earnings inequality that is tied to differences in attainment will continue to grow for the
foreseeable future.®

Because higher education plays a growing part in the problem of American economic and
racial/ethnic inequality, it also needs to be part of the solution. Of course, there are limits

to the ability of education to achieve justice by gender, class, and race/ethnicity. Equal educational
opportunity cannot fully compensate for persistent wage gaps by race/ethnicity and gender in our labor
markets, erase huge wealth gaps created through centuries of oppression and discrimination, or single-
handedly dismantle structural inequality. But educational equity would have significant monetary and
nonmonetary value to individuals and society in both the public and private spheres of American life.

Conversely, by allowing postsecondary inequality to persist, society is losing out on considerable
economic potential related to such changes as increased tax revenue and GDP; reduced criminal
justice expenditures, public health expenditures, and public assistance program expenditures; and
smaller gaps in earnings (and, thereby, potential cumulative savings, which contribute to wealth
accumulation). And that’s without accounting for the many nonmonetary benefits associated

with increased levels of educational attainment, such as improved health behaviors, reduced
crime, more robust civic engagement, greater disinclination toward authoritarian leadership, and
increased happiness.



The top-line finding of our analysis is that equalizing postsecondary educational attainment by
economic status and race/ethnicity would require an initial public investment of $3.97 trillion.
Once achieved, that level of attainment would produce annual societal gains of $956 billion.
Eliminating the need for the new credential holders from low-income backgrounds to borrow student
loans to finance their college education would require an additional initial investment of $2.02 trillion
but would lead to annual societal gains totaling $1.18 trillion ($222 billion more annually than if new
low-income credential holders took on student debt).

Those gains would depend on substantial systemic reforms that would allow more low-income
students and students from underrepresented racial/ethnic backgrounds to enroll and succeed in the
postsecondary education system. Importantly, those kinds of changes wouldn’t occur overnight. But

if we could achieve the postsecondary attainment outcomes modeled in this thought experiment, it
would make a considerable difference to individuals and the public within a single generation. Taking
into account both the costs and the time needed to raise educational attainment levels across the
population—which we estimate would be at least 34 years even in the best-case scenario—we would
expect the annual monetary gains to society to begin exceeding the annual costs after more than nine
years, and the cumulative gains to begin exceeding the cumulative costs after more than 17 years.

In purely monetary terms, an investment in postsecondary equity would pay for itself in a reasonable
timeframe.

The fiscal case for the societal value of economic and racial/ethnic justice in postsecondary
education is even stronger today than it was before COVID-19 devastated American life. Racially and
economically marginalized communities have been the hardest hit by both the virus itself and by the
economic downturn.” At the same time, the workers with the most education—who also are more
likely to be members of economically and racially/ethnically advantaged groups—have generally
been the ones most protected, both economically and physically, by the ability to work from home.®
Meanwhile, police violence has inspired demonstrations for racial justice that have drawn critical
attention to how structural racism is built into the very foundations of American society.

As higher education is forced to rethink its business model, it has the opportunity to more fully realize
the potential of educational equity and recommit to enhancing the public good. Racial and economic
justice need to be central goals, not secondary concerns or politically correct conceits unsupported
by action, as postsecondary institutions reinvent themselves for the current era.



THE MONETARY VALUE OF RACIAL AND ECONOMIC JUSTICE

What if we were able to address persistent inequalities in
educational attainment?

The United States has a chronic problem when it comes to educational equality. Even after decades
of work, large differences in attainment remain between people of different income levels, as well

as between different racial and ethnic groups. But what if educational outcomes were more equal

by earnings and race/ethnicity? That is, what if attainment among non-earners and the bottom 40
percent of earners matched the attainment of the top 60 percent of earners? And what if educational
attainment among all racial/ethnic groups was as high as among White adults?

If these increases in attainment were to occur, 58 percent of people would have an associate’s
degree or higher, compared to the 40 percent we presently see. The number of people with an
associate’s degree or higher would increase by 12.9 million low-income White, 10.2 million Latinx,
5.9 million Black, 498,000 Asian, and 462,000 AIAN/NHPI people, along with 457,000 people of
other races and ethnicities.®

Meeting attainment targets would involve an initial public investment of at least $3.97 trillion, plus
costs associated with maintaining enrollment and completion at the higher levels necessary to
sustain attainment goals.'® But it would result in significant gains at the individual and societal levels.
The most direct gains would occur through increased individual earnings brought about by increased
education, resulting in an aggregate annual earnings boost of $1.03 trillion among new credential
holders. By our estimate,'" this earnings boost would generate monetary gains to society of $956
billion annually as a result of gains and savings in a number of areas:

Cumulative public + $2.02 trillion = $5.99 trillion

investment of $3.97 trillion With no debt for new low-income
credential holders

Public Benefits: $956 billion annually Personal Benefits

+ $222 billion = $1.18 trillion

With no debt for new low-income
credential holders

Increased tax revenue: EElIERe] Silillel Increased annual
$308 billion annually ussifters @i es: earnings:
$13.8 billion annually $1.03 trillion

Increased GDP: Reduced public health Increased potential T
o . expenditures: cumulative savings:

$542 billion annually $58.7 billion annually $3.17 trillion

+ $222 billion = $764 billion Reduced public + $594 billion = $3.76 trillion
With no debt for new low-income aSSiSta'_‘c_e expenditures: With no debt for new low-income

credential holders $33.7 billion annually credential holders



In the medium-to-long term, the gains associated with
educational equity would outweigh the costs.

Our estimates indicate that the annual societal gains associated with educational equity would be
considerable. But how long would it take for these annual gains to outweigh the associated costs?

Even in the best-case scenario, in which substantial systemic reforms allowed more low-income
students and students from underrepresented racial/ethnic backgrounds to enroll and succeed in the
postsecondary education system, we expect it to take at least 34 years to graduate enough people
at all degree levels to reach our target attainment numbers. This estimate accounts for current
education levels within the population, the size of graduating cohorts at each degree level, and
constraints related to capacity, readiness, and efficiency.”? Distributing the total costs over that 34-
year period according to the changes needed to reach the target attainment numbers, we estimate
that it would take more than nine years to generate an annual surplus and more than 17 years for the
benefits to start outpacing the costs (Figure 1).

Figure 1. The cumulative benefits of educational equity could exceed the cumulative public
costs associated with increased attainment in more than 17 years.
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Source: Georgetown University Center on Education and the Workforce analysis based on compiled statistics described in
Carnevale et al., “The Monetary Value of Economic and Racial Justice in Postsecondary Education,” 2021. Postsecondary
Value Commission. https://www.postsecondaryvalue.org/wp-content/uploads/2021/05/PVC-GUCEW-FINAL.pdf



Eliminating student loan debt for the additional low-income
credential holders would result in even more societal gains.

The role of educational debt in individuals’ long-term economic outcomes has become increasingly
relevant due to the growing need to finance college through debt. According to the College Board,
on average, about 15 percent of college costs are paid through student borrowing.'® Federal student
loan debt stood at about $1.5 trillion in 2019, up from $250 billion in 2004."* Average cumulative
debt at graduation for student borrowers with a bachelor’s degree was $31,790 in 2016, up from
$26,150 in 2000."®

For many people, reliance on student loans may be the only way to access a college education—and the
use of loans varies startlingly by race/ethnicity and class. Among dependent students who graduated
with a bachelor’'s degree in 2015-16, 68 percent held some student debt, but the share of students with
debt varies by income: of those with parental incomes of $120,000 or more, 59 percent held student loan
debt, compared to 75 percent of graduates whose parents had incomes below $35,000.'® In addition,
four years after graduating from college, Black students have almost twice as much remaining student
loan debt on average as their White peers.'” Because Black students take on more debt, the wage
discrimination they face in the labor market makes repayment that much more of a financial struggle.

We know that eliminating student loan debt would have substantial implications for individuals. But
how would society also benefit if we eliminated student loan debt for the additional low-income
credential holders?

The cost of providing a debt-free college education for the additional low-income credential holders
in our thought experiment would be another $2.02 trillion.'”® Adding these costs to the estimated
$3.97 trillion initial investment needed to equalize attainment would bring the total initial public
investment to $5.99 trillion, corresponding with annual societal gains totaling $1.18 trillion ($222
billion more than if new low-income credential holders took on student debt). These increases would
lead to growth in GDP: Without the burden of loan payments, new low-income credential holders
would have more money to spend in the economy and more money to save. As a result, their
potential cumulative savings could grow by $3.76 trillion ($594 billion more than would occur if the
new low-income credential holders took on student debt).

Closing field-of-study gaps could further narrow earnings gaps.

In addition to improving attainment, another area where postsecondary providers might have an
impact (for example, through counseling, advising, and guided career pathways) is in the distribution
of fields of study, which is fairly consistent across different racial/ethnic groups but varies greatly by
gender at the associate’s degree and bachelor’s degree levels.'® Choice of field of study can have a
significant impact on a person’s potential earnings.

Closing gaps in field of study in addition to gaps in degree attainment would result in significant
earnings changes across groups. For example, at the baccalaureate level, women are
underrepresented relative to men in some high-paying fields of study: 10 percent of men major in
engineering and 6 percent in computer science, compared to 2 percent of women who major in
engineering and 1 percent in computer science.?® With higher representation in these fields, women
could potentially obtain higher earnings.



The exact nature of these changes, however, would depend on a complicated set of dynamics related
to supply and demand, labor-market discrimination, current wage penalties in female-dominated fields,
and a variety of other factors that affect wage gaps. For example, women tend to be concentrated in
fields that have high social value but low wages.?' Encouraging them to pursue high-earning fields
would create shortages in some fields that are currently female-dominated, such as education.
Shortages in these fields could lead to increased demand and, perhaps, a related increase in wages.
On the other hand, wages tend to fall as women enter male-dominated professions.??

Regardless of pay, people should have the freedom to form their educational attainment goals and
choose their field of study based on their talents, goals, and interests. Unfortunately, the evidence
suggests that field choice is presently constrained by systemic and societal barriers, including
socialization and discrimination.?® Postsecondary providers could move the needle toward equity by
ensuring that all students have equal opportunity to thrive in their fields of study, regardless of their
gender, race/ethnicity, or socioeconomic status.

While educational equity alone will not solve societal
inequality, it would make a big economic difference.

While more equitable outcomes in postsecondary educational attainment would have great value
for both individuals and society, it would not completely level the playing field. In fact, the effects
of equitable educational attainment would fall far short of the effects of directly addressing equity
shortfalls in the labor market and closing gaps in personal wealth. To demonstrate this shortfall,
we asked how much more society would gain if, after increasing educational attainment to meet
our goals, workers’ earnings also increased so that men and women of all races and ethnicities
had earnings that at least matched those of White men with the same educational credentials.
Even after reaching our target educational attainment and the projected public benefits of $956
billion, we found that societal gains would still fall $2.47 trillion short of what would be possible
with equality in earnings.

The continued presence of significant gaps after equalizing educational attainment speaks to the
powerful impact of factors such as labor-market discrimination. Even among people who have

the same level of educational attainment, gaps in earnings still exist. On average, women earn

less than men with the same credentials,?* and Black and Latinx workers earn less than White
workers with similar educational attainment.?® Some of these gaps can be explained by differences
in the occupations and fields favored by different groups; others are attributable to persistent

wage discrimination that keeps disadvantaged groups from fully benefiting from their educational
achievements.?® These labor-market factors significantly limit the societal gains that are possible from
increases in educational attainment.

Wealth gaps are another area in which educational equity could move the needle, but not come
close to eliminating the disparities. Education affects an individual’s ability to build wealth through
savings, and for many people, it can make a huge difference: for the 90 percent of the population
that holds less than one-fourth of all wealth, earnings may be the primary means of building wealth.
Because higher education correlates with higher earnings, individuals with more education tend

to have more potential cumulative savings. At the same time, an estimated 45 percent of wealth

on average is intergenerational, bequeathed by one generation to another.?” Within the current



generation, societal investments can affect only the portion of wealth that is not associated with
inheritance—that is, the portion people can accrue through earnings.?®

When we examined the maximum amount of the median-to-median wealth gap that could be closed
by equalizing the portion of wealth that is attributable to earnings, we found that equalizing the amount
of wealth attributable to earnings would narrow, but not close, wealth gaps. If all groups had at least as
much wealth from earnings as White men, aggregate wealth would increase by $2.29 trillion, but large
gaps would still remain.?® For example, the personal wealth gap between White men and Latinx men
(currently $58,000) would narrow by $32,000, leaving a $26,000 gap favoring White men.*°

Our simulation shows that the societal value of closing gaps in the portion of wealth that can be
affected by earnings would be significant. For the many people without wealth or savings, the
increased earnings described in this experiment would represent a life-altering economic opportunity.
At the same time, the intergenerational transfer of wealth contributes to gaps in educational and
economic opportunity in a self-reinforcing cycle that perpetuates inequality for generations.®

While the effects of our thought experiment would go far toward creating a more egalitarian society,
to fully address the disparities caused by historical injustices, we clearly would need to do more than
close the portion of the wealth gap that can be affected by education and earnings. Postsecondary
equity would have great societal value, but it would not, on its own, create a completely equal world.

THE NEXT FRONTIER: THE NON-MONETARY BENEFITS OF
POSTSECONDARY EDUGATION

While this paper’s primary focus is on the monetary value to society of educational equity, we can’t
ignore the importance of postsecondary education’s nonmonetary benefits—those outcomes that
arguably cannot be measured in monetary terms. A comprehensive body of additional research is
needed in order to model the nonmonetary societal returns associated with closing racial/ethnic and
socioeconomic gaps in postsecondary education in the manner we have done here for monetary
returns.

It is difficult, if not impossible, to measure the extent to which postsecondary equity would result in
nonmonetary benefits to society, but research to date has established that educational attainment
is associated with several kinds of nonmonetary benefits. The existing research has covered the
following areas, which we summarize here:

1. Health Outcomes

Postsecondary education has a relationship with numerous positive health outcomes, including better
self-reported health status, lower incidence of mortality, and a greater chance of healthy behaviors.3?
Approximately 73 percent of working-age individuals with a bachelor’'s degree and no further
education self-reported a “very good” or “excellent” health status, compared to only 55 percent of
individuals whose education ended with a high school diploma.®® Life expectancy also appears to be
positively correlated with educational attainment,®* although the gains in life expectancy associated
with higher education vary by race and ethnicity.%®



2. Crime and Incarceration

A substantial body of research indicates that education contributes to a safer society.®® Estimates
suggest that the “reduction in crimes” that result due to high school completion is 5.4 times higher
than the reduction due to completing college, and that there are four fewer murders, 406 fewer
assaults, and 648 fewer property crimes for every 100,000 bachelor’s degrees issued nationally.®”
That being said, education does not eliminate racial equity gaps in the criminal justice system: White
male high school graduates without any further education are incarcerated at approximately half

the rate of Black male college graduates.®® Differences in incarceration rates also reflect differential
treatment in the criminal justice system.®®

3. Family Structure

While decisions about family structure are intensely personal, it is worth noting that educational
attainment is positively associated with marriage rates,*® and it is inversely correlated with divorce.*
A relationship between educational attainment and fertility also exists, although it’s difficult to
interpret that relationship as either a positive or a negative: researchers have estimated that more
than half of the decline in fertility rates since the late 1800s can be attributed to education increases,
and find that for both men and women, higher levels of education correspond with lower fertility.*?

4. Critical Thinking Skills

Research indicates that there is a link between educational attainment and the development of
critical thinking skills,*® the ability to synthesize information,** and the ability to make informed
decisions.*® Green and Riddell find that education appears to have a strong, positive association with
literacy skills.*® Similarly, Glaeser and colleagues posit that educational attainment empowers citizens
to understand complex issues and provides them with the tools needed to interact effectively with
their governments.*’

5. Civic Engagement

Multiple studies point to a positive relationship between educational attainment and civic
engagement.*® Verba and colleagues assert that education helps people develop the skills needed
to distill political concepts,*® and Hanushek believes that education fosters an interest in politics.5°
Lewis-Beck and colleagues argue that education increases individuals’ interest in and knowledge

of political issues, thereby increasing political participation.®’ Research has also established that
better-educated individuals are more inclined to vote, follow elections, discuss politics, identify with a
political group, and work on community issues,®® and may be more likely to volunteer.®®

6. Authoritarianism

One critical way in which higher education affects civic life in a democracy is by mitigating some
people’s tendencies to hold authoritarian viewpoints. Our research shows an inverse relationship
between higher levels of education and preferences for authoritarianism. It also indicates that
certain types of postsecondary education play a stronger role in mitigating authoritarianism than
others. Liberal arts majors are particularly disinclined to express authoritarian preferences and
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attitudes when compared to majors in science, technology, engineering, and mathematics (STEM) or
business-related majors.5

7. Pluralistic Orientation

Among the learning outcomes that postsecondary institutions frequently aim to impart are those that
prepare students for engagement with diversity and complexity, such as “intercultural knowledge
and competence” and “ethical reasoning and action.”®® One subset of these skills and dispositions—
political and social tolerance—is generally associated with postsecondary educational attainment,
particularly at the baccalaureate level.?® Postsecondary education has also been shown to promote
“egalitarian racial attitudes,” although this effect does not always translate into support for racially
egalitarian policies.’” There is also evidence that learning environments that promote meaningful
engagement with diversity can succeed in instilling “a pluralistic orientation.”s®

8. Agency and Empowerment

In general, people with higher levels of education tend to have a greater sense of empowerment and
control over their lives. Researchers have theorized that this greater sense of control leaves them
less prone to feel threatened by difference and more tolerant of those unlike themselves.%®

9. Happiness

Evidence on the relationship between educational attainment and happiness is somewhat mixed
and can be difficult to interpret definitively due to its subjective nature.®° Blanchflower and Oswald
note a positive correlation, independent of income, between educational attainment and happiness
levels in the United States, but note that Americans with both high and low levels of education have
experienced downward trends in self-reported happiness levels since the 1970s.%' Oreopoulos

and Salvanes find that college graduates are two percentage points more likely than high school
graduates to report that they are happy.®?

In sum, postsecondary education has many positive outcomes that cannot be adequately measured
in monetary terms. The degree to which these outcomes constitute private versus public benefits

is an open question. The same can be said of the effect that economic and racial justice in
postsecondary education would have on society. Future research should establish a framework for
distinguishing between private and public benefits and a way to measure the impact that closing
postsecondary learning gaps would have on both.



THE STRONG CASE FOR EDUCATIONAL EQUITY

Despite its limitations as a lever for equality in society, equitable educational attainment would have
great societal value, both monetary and nonmonetary. If we consider the potential societal gains
alongside the investments required to raise educational attainment among underserved groups, the
case for racial and economic justice in postsecondary education is clear.

With the necessary investments, higher education could be an effective lever for advancing racial
and economic justice in society—partly because there is simply so much inequality to be eradicated
in the current postsecondary system. Addressing the disparities in postsecondary education would
be an investment with high monetary returns for society, in addition to the nonmonetary gains
associated with educational attainment.

Disclosures: During the writing of this report, Kathryn Peltier Campbell, Ban Cheah, Megan L. Fasules, Artem Gulish,
Michael C. Quinn, Jenna R. Sablan, Nicole Smith, and Jeff Strohl received funding from the Institute for Higher Education
Policy for work done on behalf of the Bill & Melinda Gates Foundation.
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