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Rumor has it that in order to make a respectable salary you will have to get a college education.  Is this a realistic statement that the general population should believe or are there many other factors that come into play when evaluating college graduate’s income.  Is the amount and quality of education the sole reason for a higher income or are there other reasons involved?
A central tenet of human capital theory is that people choose the optimal level and type of schooling based in part to the market returns to education.  This raises the question of whether people do in fact have an accurate perception of the role that education plays in the determination of earnings (Betts, 1996, p. 27).  In fact, the evidence for a positive association between schooling and earnings is so strong that it is impossible to ignore the role of education is systematic studies of individual earnings (Murphy & Welch, 1989, p. 17)
Three commonly used measures of school quality—the teacher-pupil ratio, the relative salary of starting teachers and the percentage of teachers with Master’s degrees or higher—in general bear no significant positive relation to the subsequent earnings of students (Betts, 1995, p. 239).  This shocking statement reveals that “quality” of education has no considerable relation to the incomes of students.  It is implied that a higher quality education would cost more but according to these results, that extra money is not well spent. 
In contrast, a life cycle model would suggest that students will choose the major offering the highest present value of future earnings, regardless of whether that major has the highest beginning earnings.  (Berger, 1988, p. 418)  Today’s students are obviously majoring in fields that they feel will give them the most opportunity to make a high level income.

There are clearly many variables that come into play when analyzing this type of trend.  For example, it’s reasonable to state that a young white male that was raised in a high income family will be more probable to make a higher income than a young black female that was raised in a low income family even if they go to the same schools.  This is due mainly due to the fact that racism and sexism still exist in this country and there are obviously more opportunities to learn and grow for wealthier children than poor ones. 

If all it took to make a great salary was a college degree everyone would be doing it.  Unfortunately, there are many other factors that are necessary to become successful no matter what field or business a person decides to go into.  Besides intelligence, a person must have foresight, the ability to communicate, and be able to adapt to a constantly changing world.  These abilities will most likely not be taught in a classroom, but will come from a person’s upbringing and environment.
This research is important because it will most likely prove that in order to receive a higher paycheck you first have to get a higher level of education.  Even though there are exceptions to the rule, such as Bill Gates, that were able to become very successful without acquiring their college degree, looking at the big picture will demonstrate that the level of success they accomplished is very unlikely.

Chart 1
Becoming More Intelligent

The following is a chart showing the rising percentage of people attending higher education.  In only thirty years, the percentage of people seeking a college level degree has almost doubled.  The majority of these students are not just attending school because they thoroughly enjoy learning and listening to lectures.  They are attending because they would like to make themselves more in demand in very competitive job markets.
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The following chart (Chart 2) shows a comparison between the percentage of people who are over twenty-five years old with a four year college degrees, high school diplomas, or no diploma versus the hourly wage rate in this country.  

Chart 2
Wages Rates Versus Education
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What does this all mean?  It’s understood that the more educated one becomes, the more money they make in the job market. As you can see the wage rate is most reflective of the percentage of college graduates.  This means that the number of college graduates has a stronger effect on the average salary even though the number of high school graduates is much higher.

It is also evident in chart 2 that major events in our culture and around the world have absolutely no effect on this trend.  This chart alone should encourage people to obtain at least a four year degree, if not a higher level of education, just for the benefit of higher pay.

Table 1 clearly shows that only 5.9% of people without a high school diploma make over $25,000 per year while 71.8% of college graduates fall into this category.  These are very interesting results.  While the table shows that it is possible to make a respectable salary without a higher level of education, it also shows that it is very unlikely.  This table should also be used as further encouragement for those questioning the benefits and rewards of acquiring a college education.

Table 1
Incomes by Educational Level

                         No HS Grad                      HS Grad             Coll. Educ

$1K-$14999             24.3%

          39.9%

       38.8%

$15K-$2499             13.9%                          34.7%                       51.4%

$25K and up             5.9%                            22.3%                       71.8%


Total                         100%                          100%                           100%

N=                            4301                            8481                           13916          

Chisquare= 2503.585    p < .000      

Chart 3

Other Factors

Income

                            Low                               Middle                              High

Full Time            25.5%                             55.1%                               65.7%

Part Time            74.5%                             44.9%                               34.3%

Hours

<40                      46.1%                            26.1%                                21.9%

40                        30.0%                            38.9%                                34.7%

>40                      23.9%                            35.0%                                43.4%

Age

<30                      31.5%                            41.1%                                27.5%

30-49                   16.1%                            37.4%                                46.5%

50+                      36.5%                            32.3%                                31.3%

Sex

Male                    21.2%                             37.6%                                41.2%

Female                31.6%                             35.4%                                 33.0%

Race

White                  24.6%                             36.9%                                 38.5%

Black                  43.5%                              33.3%                                 23.2%

The majority of my research as consisted of comparing the amount of education one has compared to the amount of their income.  Obviously there are other factors that come in to play when evaluating one’s income such as:  amount of hours worked, age, sex, and race.  It is evident that you have the best chance of making a high level of income if you are a full time, white male, and are between the ages of 30-49.

Interpretation and Conclusion

Everyone is told that college graduates make more money than those with just a high school diploma.  Apparently everything your parents told you about having to go to college in order to get a good job was true.  
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