Is The Income You Could Earn After Going To
College Part Of The Cost Of Going To
College?

Is The Income You Could Earn After Going To College Part Of The Cost Of Going To College?

The debate over the true cost of higher education is complex and multifaceted. While tuition, fees,
textbooks, and living expenses are often front and center in discussions about college affordability,
there's an equally important aspect that is frequently overlooked: the potential income you could earn
after completing your degree. This potential income — sometimes referred to as the "future earnings
premium" — can significantly influence whether college is a worthwhile investment. But should the
prospective income you might earn after graduation be considered part of the actual cost of attending
college? To explore this question, we need to analyze the nature of costs and benefits associated with
higher education, the concept of opportunity cost, and the broader economic implications.

Understanding the Cost of College

Direct Expenses

When calculating the cost of college, most people focus on tangible, immediate expenses, including:
- Tuition and fees

- Textbooks and supplies

- Room and board

- Transportation

- Personal expenses

These are straightforward costs that are incurred during the period of attendance and are often
financed through savings, loans, or family support.

Indirect and Opportunity Costs

Beyond direct expenses, students and families must consider indirect costs, such as:
- Time investment (which could be used elsewhere)

- Potential income lost by not working full-time during college years

- Future earnings potential

Opportunity cost, a core economic principle, refers to the value of the best alternative foregone. In
the context of college, it includes:

- Income sacrificed by attending school rather than working

- Potential career advancements delayed

- The possibility of earning higher wages without a degree



The Role of Future Earnings in the Cost of College

Prospective Income as an Investment Return

Many argue that college is an investment: you spend money upfront in hopes of earning higher
income later. The "return on investment" (ROI) of college considers:

- The total costs paid during education

- The additional income earned over a lifetime due to the degree

This perspective positions future earnings as a benefit of college rather than a cost. If the degree
leads to significantly higher lifetime earnings, the net benefit may outweigh the initial expenses.

Should Future Income Be Counted as a Cost?

However, some debate whether prospective income should be considered part of the "cost" because:
- It is a benefit, not an expense

- It is not directly paid out or incurred during attendance

- It depends on numerous external factors like labor market conditions, individual skills, and economic
trends

In essence, future earnings are more accurately viewed as a benefit or return rather than a cost.

Opportunity Cost and the True Cost of College

Opportunity Cost Explained

Opportunity cost is central to understanding the true expense of attending college. It involves:
- The income you forgo by not working during college years
- The career progress you might miss out on during that period

For example:
- A student could have earned $40,000 annually if working instead of studying
- Over four years, this sums to $160,000 in foregone income

This opportunity cost is often more substantial than the direct expenses, especially for individuals
who could have started earning a substantial income early.

Balancing Opportunity Costs and Potential Gains

While opportunity costs are real, they are also speculative:

- The actual income gained from a college degree may exceed what could have been earned without
higher education

- A degree may open doors to higher-paying jobs, career stability, and advancement opportunities



Therefore, whether the income foregone during college is part of the cost depends on whether you
view college as an investment in future earnings or a consumption expense.

Economic Perspectives on the Cost of College

College as an Investment

From an economic standpoint, college is often viewed as:
- An investment in human capital
- A means to increase productivity and earnings potential

In this view:

- The cost includes tuition, fees, and living expenses

- The benefit is the increased lifetime earnings

- The net benefit is the difference between future earnings with and without a degree

Some economists argue that the potential income is not part of the cost but rather the return or
benefit.

The Cost-Benefit Analysis

A comprehensive analysis involves comparing:
1. Total costs (tuition, fees, opportunity costs)
2. Total benefits (additional lifetime earnings, job stability, job satisfaction)

If the present value of future earnings exceeds total costs, then the investment in college is justified.

Practical Implications for Students and Policymakers

For Students

Students should consider:

- The upfront costs of college

- The expected increase in earnings post-graduation
- The time horizon over which benefits accrue

- The risks associated with employment prospects

Understanding that future earnings are benefits, not costs, can help in making informed decisions
about:

- Which college or program to attend

- Whether to take on student loans

- The timing of entering the workforce



For Policymakers and Educators

Policy decisions should reflect:

- The importance of maximizing the return on investment in higher education
- The need to provide accurate data on earnings premiums

- The importance of reducing barriers to education for disadvantaged groups

Recognizing that future income is a benefit rather than a cost can shape funding models, scholarship
programs, and student counseling.

Conclusion: Is Future Income Part of the Cost?

The question of whether the income you could earn after going to college is part of the cost of
attending hinges on the economic interpretation of costs and benefits. Traditional accounting views
focus on out-of-pocket expenses—tuition, fees, and living costs—making future earnings a benefit or
return rather than a cost. From an opportunity cost perspective, the income foregone during the
period of study is an expense, representing the value of the alternative career path sacrificed.

Ultimately, the most accurate portrayal is that the potential income gained after college is a
benefit—an expected return on your investment in education—rather than a component of the cost
itself. Recognizing this distinction is crucial for students making informed choices and policymakers
designing effective higher education strategies. When evaluating the affordability and value of
college, it is essential to weigh both the costs incurred during attendance and the prospective
benefits gained afterward, understanding that the latter are instrumental in defining the true
economic impact of higher education.

Summary Points:

- Direct costs of college are tangible expenses paid during attendance.

- Opportunity costs, including foregone income, are often considered the true "cost" in economic
terms.

- Future earnings are benefits, representing the return on investment, not costs.

- A comprehensive assessment involves analyzing both costs and expected benefits.

- Making informed decisions requires understanding the distinction and interplay between these
concepts.

By viewing college as an investment, students and policymakers can better evaluate whether the
pursuit of higher education aligns with financial goals and societal benefits.

Frequently Asked Questions

Is the potential income | could earn after college considered
when calculating the total cost of attending college?

Yes, the potential future income is often considered when evaluating the return on investment for
college, but it is not typically included as a direct cost. Instead, it helps determine if college is
financially worthwhile.



How does the expected post-college income influence the
decision to attend college?

Expected post-college income helps students assess whether the investment in education will lead to
better earning opportunities, influencing their decision-making process about attending college.

Are there financial models that include expected future
earnings when calculating the true cost of college?

Some financial analyses and ROl models incorporate projected earnings to evaluate the long-term
value of a college degree, but these are estimates and not actual costs.

Should | consider my potential income after college when
planning my student loans and expenses?

Absolutely. Anticipated post-college income can help you determine how much debt you can
reasonably afford to take on and plan your finances accordingly.

Is the income | might earn after college part of the 'cost’' of
education in financial aid calculations?

No, expected future income is not considered part of the direct costs for financial aid purposes.
Financial aid typically covers tuition, fees, and living expenses, not projected earnings.

Additional Resources
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Introduction

The question of whether the income one could potentially earn after attending college should be
considered part of the overall cost of higher education is both provocative and complex. It challenges
traditional notions of cost and value, urging students, families, policymakers, and educators to rethink
how we assess the true expense of obtaining a college degree. While tuition, fees, and living
expenses are tangible costs that are straightforward to quantify, the potential income gains represent
a more abstract, yet arguably critical, component of the financial calculus. This article delves into the
multifaceted debate surrounding this issue, exploring the economic, ethical, and practical implications
of framing future earnings as part of college costs.

Understanding the Traditional Cost of College

Before examining whether future income should be included as a component of college costs, it's



essential to understand what constitutes the conventional costs.

Explicit Costs

- Tuition and Fees: The direct charges levied by institutions.

- Room and Board: Housing, food, and living expenses.

- Books and Supplies: Educational materials required for coursework.
- Transportation: Commuting, travel, and related expenses.

- Personal Expenses: Insurance, clothing, and miscellaneous costs.

Implicit Costs

- Opportunity Cost of Time: The income foregone by not working full-time during study years.
- Potential Earnings Foregone: Income sacrificed by choosing education over immediate employment.

These costs form the basis of most financial aid calculations, student loan assessments, and policy
analyses. However, they do not explicitly account for the potential increase in lifetime earnings that a
college degree might afford.

The Case for Including Future Income as a Cost

The core argument for considering potential future earnings as part of college costs hinges on the
concept of opportunity cost.

Opportunity Cost and Economic Perspective

Opportunity cost is a fundamental economic principle: the value of the next best alternative forgone.
When a student chooses to attend college, they are forgoing immediate earnings from employment to
invest in education. Conversely, the decision to pursue higher education is also an investment that
aims to increase future income.

Key points:

- Investment Perspective: College is an investment in human capital that is expected to generate
higher returns over time.

- Cost-Benefit Analysis: When evaluating the affordability of college, the expected increase in
earnings should be weighed against the costs, including the opportunity cost of time and foregone
income.

- Lifetime Earnings Premium: Empirical studies consistently show that college graduates tend to earn
significantly more over their lifetimes compared to those with only a high school diploma.

Example:

A student choosing between a full-time job earning $30,000 annually or attending college with tuition
costs of $20,000 per year, forgone earnings of $30,000 annually, and expected lifetime earnings
premium of $1 million.



Including future earnings in the cost calculation would mean recognizing that the “cost” of college is
not only the immediate expenses but also the income sacrificed and the discounted value of
increased earnings.

Implications for Policy and Access

- Affordability Metrics: If future income is part of the cost, then policies aimed at expanding access
should consider the potential return on investment.

- Student Decision-Making: Prospective students might better evaluate their options if they
understand the true “cost” in terms of foregone earnings and potential gains.

- Loan and Aid Structures: Incorporating expected earnings into loan repayment or aid eligibility could
facilitate more equitable and accurate assessments.

Counterarguments: Why Future Income Might Not Be
Part of the Cost

Despite the compelling rationale, there are significant reasons to separate future income from the
direct costs of college.

Uncertainty and Variability

- Earnings Are Not Guaranteed: Future income depends on numerous unpredictable
factors—economic conditions, industry demand, individual performance, and more.

- Risk of Overestimation: Relying on predicted earnings could lead to overestimating the value of a
degree, especially in volatile or declining fields.

Ethical and Philosophical Concerns

- Access and Equity: Framing future earnings as part of the cost could unfairly penalize students from
disadvantaged backgrounds who might face systemic barriers to high-paying careers.

- Focus on Education as a Right: Education should be viewed as a basic right, not solely a financial
investment expecting a return.

Practical Challenges in Quantification

- Measuring Future Earnings: There is no precise way to calculate the exact future income attributable
solely to a college degree, given the myriad factors influencing earnings.

- Time Value of Money: Discounting future earnings to present value introduces additional complexity
and assumptions.



Reframing the Cost-Benefit Analysis of College

Rather than directly adding future income as a cost, a nuanced approach is to consider it within the
broader framework of the return on investment (ROI) of higher education.

ROI as a Holistic Metric

- Definition: The ratio of the net benefits (future earnings minus costs) to the costs of education.
- Application: Students can compare the total costs—including tuition, fees, and opportunity
costs—against the expected increase in lifetime earnings to determine the value of attending college.

Methods for Incorporating Future Income

- Net Present Value (NPV): Discounting future earnings to assess the present value of the investment.
- Internal Rate of Return (IRR): Calculating the rate of return on the educational investment.

[llustrative Example:

A student evaluates two options:

- Option A: High-paying career without college, earning $50,000 annually.

- Option B: College degree with total costs (tuition + opportunity cost) of $100,000, leading to
$70,000 annual earnings post-graduation.

Using NPV calculations, the student can determine whether the higher earnings compensate for the
costs and time invested.

Implications for Stakeholders

The debate over including future income as part of college costs impacts various groups differently.

Prospective Students and Families

- Better informed decision-making based on a comprehensive understanding of costs and benefits.
- Ability to compare educational pathways more accurately.

Educational Institutions and Policymakers

- Design of financial aid programs and student loans could shift toward income-based repayment
models.
- Development of transparent data on earnings premiums by field of study.



Employers and Society

- Recognition that education’s value extends beyond immediate costs, emphasizing long-term societal
benefits.

Conclusion: A Balanced Perspective

The question of whether the income you could earn after going to college is part of the cost of college
does not lend itself to a simple yes or no answer. Instead, it calls for a nuanced understanding of the
nature of costs, investments, and benefits involved in higher education.

Key takeaways:

- The opportunity cost of foregone earnings is an essential component of the true cost of college.

- Future income, while uncertain, provides critical context for evaluating the value and affordability of
higher education.

- Incorporating potential earnings into cost assessments encourages more informed decisions,
equitable policies, and realistic expectations.

Ultimately, recognizing the role of anticipated income gains in the calculus of college costs
underscores that higher education is both a personal investment and a societal one—its true cost and
value are intertwined with the promise of a more prosperous future. As debates continue,
policymakers and individuals alike must strive to balance financial considerations with the broader
goals of access, equity, and the societal benefits of an educated populace.
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