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Education Pays 
Update
A Supplement to Education Pays 2004: The 

Benefi ts of Higher Education for Individuals 

and Society

In 2004, the College Board published Education Pays: The 

Benefi ts of Higher Education for Individuals and Society. That 

report, which accompanied the annual publications, Trends 

in Student Aid and Trends in College Pricing, documented 

many of the benefi ts generated by higher education for society 

as a whole, as well as for individual students. In addition 

to examining both monetary and nonmonetary individual 

and social returns to the investment in higher education, 

Education Pays highlighted the uneven participation rates 

across different segments of the U.S. population.

To maintain an accurate focus on both the benefi ts of higher 

education and the gaps in access to those benefi ts that 

persist in our society, this brief supplement to Education 

Pays 2004 updates selected indicators and adds several new 

perspectives on the issues. As information on the price of 

college and the availability of student aid focuses a spotlight 

on the public and private costs of higher education, it is 

important that both the successes and the shortfalls of these 

investments be equally visible. 

The basic message of both Education Pays 2004 and this 

supplement is twofold. First, education does pay. Both 

individuals who enroll and succeed in college and society as 

a whole enjoy high rates of return to investments in quality 

higher education. Second, the magnitude of these benefi ts 

makes the continuing gaps in educational opportunity 

particularly costly.

This supplement to Education Pays includes information 

on some of the benefi ts of higher education: 

• the higher earnings and tax payments associated with 

higher levels of educational attainment 

• increases over time in the earnings premium and in the 

proportion of the population with college degrees 

• differences in employee benefi ts by level of education 

• continued differential voter participation rates in the 

2004 election 

• differences in health-related behavior patterns by level 

of education 

We also provide new details about the gaps in participation 

in higher education that were documented in our earlier 

report:

• differences in college enrollment rates by family income 

level 

• differences in college enrollment rates by race/

ethnicity 

• differences in participation and degree completion by 

socioeconomic status, even after controlling for level of 

academic achievement in high school 

These differences in rates of participation and success 

in higher education underline the importance of further 

investment in both academic preparation and fi nancial aid 

for students in underrepresented groups. 

The indicators included here confi rm the conclusions of 

Education Pays. If educational opportunities were equally 

available to all individuals and groups, our society would 

be both more equitable and more effi cient, enjoying more of 

the benefi ts described in these reports.
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Private and Public Incomes
Figure 1: Median Earnings and Tax Payments by Level of Education, 2003 

Note: Includes full-time year-round workers age 25 and older. 

Sources: U.S. Census Bureau, 2004a, PINC-03; Internal Revenue Service, 2004, Table 3; McIntyre, et al., 2003; calculations by the authors.

� e bars in this graph show median earnings at each level of education. � e light-colored segments at the end of the bars represent the average federal, state, 
and local taxes paid at these income levels. � e dark-colored segments show a� er-tax income.

The higher earnings of individuals 

with higher levels of education are 

shared with society through the 

payment of taxes.

• In 2003, the typical full-time year-round worker in the United States with 

a four-year college degree earned $49,900, 62 percent more than the 

$30,800 earned by the typical full-time year-round worker with only a 

high school diploma.

• Those with master’s degrees earned almost twice as much, and those 

with professional degrees earned over three times as much per year as 

high school graduates.

• The typical college graduate working full-time year-round paid over 100 

percent more in federal income taxes and about 82 percent more in total 

federal, state, and local taxes than the typical high school graduate.

• Those who earned professional degrees paid over $18,000 a year more 

in total taxes than high school graduates.

Also important:

• All of the differences in earnings reported here may not be attributable to level of education. Education credentials are correlated with a 
variety of other factors including, for example, parents’ socioeconomic status and some personal characteristics.

• While the average high school graduate might not increase his or her earnings to the level of the average college graduate simply by 
earning a bachelor’s degree, careful research on the subject suggests that the fi gures cited here do not measurably overstate the 
fi nancial return of higher education. (Ashenfelter et al., 1999; Card, 1999; Deschenes, 2001)
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The Increasing Importance of Higher Education
Figure 2a: Median Annual Earnings of Males and Females Ages 25–34 by Education Level, 1972–2003

(Constant 2003 Dollars) 

Note: Includes full-time, full-year workers.

Sources: National Center for Education Statistics (NCES), 2005a, Indicator 14 (based on U.S. Census Bureau, Current Population Survey, March Supplement, 
1972–2003) and unpublished data.

Figure 2b: Years of Schooling Completed by People 25 and Older, 1940–2004 

Note: Percents may not sum to 100 percent due to rounding.

Source: U.S. Census Bureau, 2005, Table A-1. 

The earnings differential between 

high school graduates and 

college graduates has increased 

signifi cantly over time. The 

proportion of the population that 

has attended or completed college 

has also grown dramatically; as of 

the year 2000, more than half of the 

adults in the United States over the 

age of 25 had completed at least 

some college education.

• At the same time that the number of college graduates has grown relative to 

the number of adults with no college experience, the earnings gap between 

high school graduates and college graduates has widened considerably. In 1972, 

median earnings for males with bachelor’s degrees or higher were 22 percent 

greater than median earnings for male high school graduates. The earnings 

premium for female college graduates was over 40 percent. In 2003, the typical 

male college graduate earned 60 percent more than the typical male high school 

graduate, while the premium for females was 69 percent.

• In 1940, only 10 percent of adults ages 25 and older had completed any education 

beyond high school. By 1970, that proportion had risen to 21 percent and by 2004, 

it reached 53 percent.

• The proportion of the adult population holding a bachelor’s degree or higher 

increased from 5 percent in 1940 to 11 percent in 1970 and 28 percent in 2004.

Also important:

• Increases in the proportion of the workforce holding college degrees have a positive effect on the earnings of those with lower levels of 
education. Controlling for other differences, Moretti (2004) found that a 1 percentage point increase in the proportion of four-year college 
graduates in a city increases the wages of workers without a high school diploma by 1.9 percent and the wages of high school graduates 
by 1.6 percent. 

• Unemployment rates are signifi cantly lower for individuals with higher levels of education. In August 2005, the unemployment rate for 
adults 25 and older without a high school diploma was 7 percent compared to 4.5 percent for high school graduates, 3.5 percent for those 
with some college, and 2.4 percent for those with a bachelor’s degree or higher. (Bureau of Labor Statistics, 2005, Table A-4)
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Employee Benefi ts
Figure 3a: Percentage of Private Sector Entry-Level Workers Covered by Employer-Provided Health Insurance, 

by Level of Education, 1979–2002

Figure 3b: Percentage of Private Sector Entry-Level Workers Covered by Employer-Provided Pension Benefi ts, 

by Level of Education, 1979–2002

Note: Entry-level workers are those with terminal high school or college degrees and one to Þ ve years of work experience. Includes individuals ages 
18–64 working at least 20 hours per week. Coverage is deÞ ned as employers paying at least part of the cost.

Sources: Bernstein, Mishel, and Allegretto, 2005, Table 2.14 and Table 2.15. Calculations by the Economic Policy Institute.

Among entry-level private sector 

employees working at least 20 hours 

per week, 68 percent of four-year 

college graduates were covered by 

health insurance in 2002 and 48 

percent were covered by pension 

benefi ts at least partially funded 

by employers. Among high school 

graduates, only 35 percent of entry-

level workers had employer-provided 

health insurance coverage and 20 

percent had pension benefi ts.

• Overall health insurance coverage for private sector entry-level workers 

declined from 69 percent to 57 percent between 1979 and 2002. Only 

one-third of entry-level high school graduates enjoyed health benefi ts, 

compared to two-thirds of entry-level college graduates.

• The gap between the percentages of high school graduates and college 

graduates with employer-provided pension benefi ts widened from 

15 percentage points in 1979 to 23 percentage points in 1990 and 27 

percentage points in 2002.

• Among all private sector employees ages 18 to 64 working at least 20 

hours per week, 54 percent of high school graduates and 70 percent 

of college graduates had health coverage. Among this same group, 41 

percent of high school graduates and 60 percent of college graduates 

had pension coverage.
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Voting
Figure 4a: Reported Voting Rates by Age and Education Level, 2004

Source: U.S. Census Bureau, 2004b, Table 5.

Figure 4b: Reported Voting Rates Over Time by Education Level, 1980–2004

 

Note: Based on self-reporting. Noncitizens have been removed from these data. Including noncitizens would suggest sharper declines in voting 
rates over time.

Sources: U.S. Census Bureau, 2004b, Table 1; U.S. Census Bureau, 2000; calculations by the authors.

In every age group, adults with higher 

levels of education are more likely 

to vote than those who have less 

education.

• In the 2004 presidential election, 76 percent of U.S. citizens who were 

college graduates between the ages of 25 and 44 reported voting, 

compared to 49 percent of high school graduates. Among citizens 

between the ages of 45 and 64, 83 percent of college graduates and 63 

percent of high school graduates reported voting. 

• Between 1980 and 2004, the voting rate for high school graduates 

declined more than the voting rate for those with higher levels of 

education. 

Also important:

The differences in voting patterns among the college educated and others are not all attributable to education, but controlling for other 
characteristics, estimates suggest that even enrolling in college increases the probability of registering to vote by 18 percent and the 
probability of voting in a presidential election by 29 percent. (Dee, 2004)
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Health
Figure 5a: Percentage of Adults Over Age 25 Reporting Vigorous Physical Activity by Education Level, 2003 

Source: Centers for Disease Control (CDC), 2005.

Figure 5b: Percentage of Mothers Age 20 and Older Who Smoked During Pregnancy, 1989–2002 

Source: CDC, 2004a.

Figure 5c: Treatment Adherence of Type 1 Diabetes Patients by Education Level

Source: Goldman and Smith, 2002.
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Health
Figure 5d: Obesity in Adults Age 20 and Older in the United States by Education Level, 1991 and 2001

Source: CDC, 2001, Table 5. 

Figure 5e: Multiple Risk Factors for Heart Disease: Percentage with Two or More High-Risk Factors by 

Education Level, 2003 

Note: Adults with two or more of the following: high blood pressure, high cholesterol, diabetes, obesity, current smoking, or physical inactivity.

Source: CDC, 2004b.

College 

graduates are 

more likely than 

other adults 

to engage 

in healthy 

behaviors and 

to enjoy good 

health.

•  While 35 percent of four-year college graduates and 27 percent of individuals with some college 

exercise at least three times a week, only 20 percent of high school graduates and 11 percent of 

those without a high school diploma are so physically active. Among those with a bachelor’s degree, 

44 percent report that they never exercise, compared to 68 percent of high school graduates.

• Among new mothers in 2002, 16 percent of high school graduates, 9 percent of those with some 

college, and 2 percent of college graduates smoked during pregnancy. According to the Centers for 

Disease Control and Prevention, smoking-attributable neonatal expenditures average about $850 (in 

2004 dollars) per maternal smoker. (CDC, 2004c)

•  Studies of diabetes patients reveal that controlling for other characteristics, individuals who have 

attended college are signifi cantly more likely than those who have not to follow prescribed treatments. 

(CDC, 2004b)

• Obesity became more common at all levels of education during the 1990s. In 2001, 23 percent of 

high school graduates were obese, compared to 16 percent of four-year college graduates.

•  After controlling for age, multiple risk factors for heart disease and stroke are much less prevalent 

among individuals with a college education than among others. Twenty-six percent of four-year 

college graduates, 37 percent of those with some college, 44 percent of high school graduates, and 

53 percent of those without a high school diploma have at least two of the risk factors of high blood 

pressure, high cholesterol, diabetes, obesity, current smoking, and physical inactivity. (CDC, 2004b)

Also important:

• Statistical analysis reveals that higher levels of education have a signifi cant impact on the health of American adults even after controlling 
for differences in income, wealth, and race/ethnicity. Differences in access to health care explain only a fraction of the differences in 
health status by education level. (Smith, 2005; Ross and Wu, 1996) 

• Numerous studies investigating the relationship between education and health support the idea that the skills, attitudes, and patterns 
of thought fostered by education lead to more responsible health-related behaviors. (Mirowsky and Ross, 2003)

• Despite the independent role of education in improving measures of health, both income and racial/ethnic differences lead to signifi cant 
differences among those with similar levels of education.
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Family Income and College Enrollment
Figure 6: College Enrollment Rates by Family Income Levels, 1982–2003

Note: Enrollment rates correspond to the percentage of high school completers who are enrolled in college in October of the year of high school 
graduation. Family income quintiles for 2003: lowest quintile = $16,399 or less; second quintile = $16,400–$31,099; third quintile = $31,100–$48,399; 

fourth quintile = $48,400–$78,799; and highest quintile = $78,800 and higher.

Source: NCES, unpublished tabulation using data from the Current Population Survey, U.S. Census Bureau, 1982–2003.

College enrollment rates are 

signifi cantly lower for high school 

graduates from lower-income families 

than for those from middle- and 

upper-income families. The gaps 

in enrollment have, however, been 

somewhat smaller since 1998 than 

they were over the preceding 20 years.

• In 2003, 80 percent of students from families with incomes in the upper 

20 percent (above $78,800), 65 percent of those from the second 

highest quintile, and 61 percent of those from the middle-income 

quintile enrolled in college immediately after high school. 

• Only 49 percent of the 2003 high school graduates from the lowest 

40 percent of the family income distribution enrolled in college 

immediately. The enrollment rate was slightly higher in the lowest 

quintile than in the second lowest quintile. 

• Enrollment rates at all income levels peaked between 1995 and 1999 

and have been lower in more recent years.

• The gaps between the enrollment rate of high school graduates from 

the most affl uent families and those from less affl uent families have 

declined over time. For example, the 36 percentage point gap between 

the enrollment rate of the highest and the lowest income students in 

1983 declined to 29 percentage points in 1993 and to 27 percentage 

points in 2003. The gap between upper- and middle-income students 

narrowed from 20 percentage points in 1983 to 19 percentage points in 

1993 and 19 percentage points in 2003.

Also important:

The college enrollment rates cited here are based only on individuals who have graduated from high school. Students from low-income 
families are signifi cantly less likely than those from more affl uent families to reach this point. In the year ending in October 2001, 11 per-
cent of tenth- to twelfth-graders from the 20 percent of families with the lowest incomes left high school without a diploma. Five percent 
of middle-income high school students and 2 percent of those from the highest income quintile dropped out. (NCES, 2005b, Indicator 19)
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Socioeconomic Status, Math Test Scores, 
and Level of Education
Figure 7: Highest Level of Education in 2000 by Math Test Scores and Socioeconomic Status in High School 

(High School Class of 1992)

Note: Data are based on 1988 eighth-graders. Socioeconomic status is based on family income and the education level and occupations of parents when 
the students are in eighth grade.

Source: NCES, 2005c.

Even among those students 

with very high test scores, 

high school graduation, college 

enrollment, and bachelor’s 

degree completion rates are 

signifi cantly lower for those 

from lower socioeconomic 

backgrounds.

• Within all socioeconomic groups, students who earn high mathematics test 

scores in eighth grade are signifi cantly more likely to graduate from high school, 

enroll in college, and earn bachelor’s degrees than those with lower levels of 

achievement. 

• Eight years after their scheduled high school graduation date, 75 percent 

of the 1988 eighth-graders who were high math achievers from the lowest 

socioeconomic background had enrolled in college, but only 29 percent had 

earned bachelor’s degrees. 

• Among the students from the highest socioeconomic quartile with similar high 

levels of achievement in mathematics in eighth grade, 99 percent had enrolled in 

college and 74 percent had earned bachelor’s degrees by the year 2000. 

• Among the students from the middle socioeconomic quartiles with similar high 

levels of achievement in mathematics in eighth grade, 91 percent had enrolled in 

college and 47 percent had earned bachelor’s degrees by the year 2000. 



10 Trends in Higher Education Series

College Enrollment Rates by Race/Ethnicity
Figure 8: Postsecondary Enrollment of Recent High School Graduates by Race/Ethnicity, 1972–2003

Note: Based on 18- to 24-year-olds who have graduated from high school within the past 12 months. Averages for blacks and Hispanics are based on 
three-year moving averages.

Source: NCES, 2005d, Table 20-1.

About 66 percent of white high school 

graduates enroll in college within a 

year after completing high school. 

Only 57 percent of black high school 

graduates and 52 percent of Hispanic 

high school graduates follow this path.

• In the early 1970s, Hispanic high school graduates were slightly more 

likely than white high school graduates to enroll in college immediately 

after high school. This pattern reversed itself dramatically in the early 

1980s and, in 1986, the proportion of Hispanic graduates who enrolled 

in college was 15 percentage points lower than the proportion of white 

graduates who enrolled. After narrowing to 6 percentage points in 1992, 

the white/Hispanic gap peaked at 19 percentage points in 1999 and has 

since declined to 13 percentage points.

• The difference between the immediate college enrollment rates of 

white and black high school graduates widened from an average of 5 

percentage points in the 1970s to a peak of 21 percentage points in 

1985. This gap has declined gradually and has averaged 10 percentage 

points since the year 2000.

Also important:

Because high school graduation rates are lower for blacks and Hispanics than for whites and Asian/Pacifi c Islanders, the differences in col-
lege enrollment rates by race/ethnicity are higher for the entire age group than they are for the high school graduates reported on here. In 
2002, 4 percent of Asian/Pacifi c Islanders, 7 percent of whites, and 11 percent of blacks between the ages of 16 and 24 were not enrolled 
in high school and lacked a high school credential. Forty-one percent of Hispanics in this age range who were born outside the United 
States, 14 percent of fi rst-generation Hispanic Americans, and 11 percent of Hispanics in this age range whose parents were both born in 
the United States were neither high school students nor high school graduates. (NCES, 2005b, Indicator 19)
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