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What we’re going to cover:
1. Idea of education as 

public/private goods.
2. Linkages with the state’s 

economy
3. Some demographic/economic 

trends
4. Policy options.



The Central Policy Question:

Is Higher Education
A Public Good or
A Private Good?



Asset Fixity 

•Brick & Mortar Investments Stay Put.
•Knowledge Investment Moves.



Source:  Atlantic Monthly Oct. 2006





Source: Atlantic Monthly Oct. 2006





S.C. – U.S. Income Gap:
An Overview
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S.C. % of U.S.United StatesSouth CarolinaIncome
Percentile
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Income Distribution for SC vs. US
(Not Discounted)
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SC Per Capita Personal Income 2000
(As a Discounted Percentage of US Per Capita Income)



25 to 64 Year-Olds With at Least a 
B.S./B.A. Degree (%)

Source: US Census Bureau, Census 2000 



The two strongest contributors were the education 
related variables.

The closer ratio of South Carolina per capita income to U.S. 
per capita income was significantly explained by the percent 
of county population over 25 with at least a BS degree
(probability .002).

The wider the ratio of South Carolina per capita income to 
U.S. per capita income was significantly explained by the 
percent of county population over 25 without a high 
school diploma (probability .006).

These two variables explained almost 79% of the 
difference between the ratio of South Carolina per capita 

income to U.S. per capita income.



State Per Capita Money Income (1999)
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Discounted State Per Capita Income (1999)
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College Going Rates – High School to College as % of Recent HS 
Graduates (2002)
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Graduation Rates – % BS/BA Students Graduating within 6 Years 
(2002)
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Net Migration of Residents with BS/BA or Higher
(1995-2000)
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States’ Ability to Produce Graduates vs. Ability to 
Keep and Attract Graduates

Student Pipeline (Of 100 9th Graders—the Number Graduating from High School on time, Going Directly 
to College, Returning Their Second Year, and Completing College within 150 Percent of Degree Time)
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Strategy for Competitive Improvement:
Attract Human Capital

(Capture Wealth)

Centers of Higher Ed as magnets for 
enhancing residential educational 
achievement.
Capture the Investment of other States: Each 
out of state student who remains in SC 
transfers at least $125,000 net investment.
Tax credit to encourage out of state students 
to become SC residents would only cost 
$25,000 apiece - A great return on 
investment. 



Strategy for Competitive Improvement:
Improve Human Capital

(Prevent Leakage)
Is the cost of Higher Education excessively 
high for state residents?  
Offer a tax credit for a portion of tuition paid 
for those students who chose to work in 
South Carolina
Tax credit could be set to a maximum level of 
recovery (e.g. $40,000 over 10 years)
Applicable to students from both public & 
private institutions.




