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The Economic Return on Investment 
in South Carolina’s Higher Education 

Executive Summary 
Education, Aristotle said, is the best provision for old age. For individual citizens, 

education provides a basis for economic security that can last into retirement. For society as a 
whole, education builds the foundation for ensuring economic prosperity now and in the future. 

The economic return on investment in higher education in South Carolina is widely 
believed to be positive. Even so, the precise benefits of investing in higher education are not well 
understood.  

This study, sponsored by the South Carolina 
Higher Education Study Committee (HESC), provides a 
basis for a deeper understand of higher education’s 
benefits, along with the associated costs. 

One way of assessing the benefits to South 
Carolinians of investing in higher education is to evaluate 
increased lifetime earnings for individuals. The study finds that: 

• Over a typical career, the total income for an individual in South Carolina with a 
bachelor’s degree is $2.5 million, after subtracting higher education’s costs. 

 
• On average, individuals holding bachelor’s degrees earn $1.2 million more than 

individuals with just a high school diploma.  Given an average investment in a four-
year degree, an individual gains 8.2 times that amount in additional income. 

The principal aim of the study is to assess the economic return of reaching the HESC goal 
for South Carolina to be among the top states with its residents holding bachelor’s degrees (or 
higher) by 2030, as posited in the South Carolina Higher Education Study Committee (HESC) 
Action Plan. Note that throughout the study only the bachelor’s (or baccalaureate) degree is used 
as the basis for the analysis because consistent data are available for states. It should be stressed 
that other levels of educational attainment (notably associate, graduate, and professional degrees, 
along with certificate programs) engender economic returns for individuals and society as well. 

This goal implies a target for the workforce where 29 percent of the working age 
population (ages 25-65) has at least a bachelor’s degree. This goal assumes increases in both the 
traditional K-12 pipeline to higher education and adult higher educational attainment. 

Individuals who earn bachelor’s 
degrees are much more likely to 
achieve a higher socioeconomic 
status compared with less­educated 
citizens.
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In the economic analysis of the HESC Action Plan, the increase in earnings derives from 
two sources: the benefits for enhanced education for the individual (the individual benefit) and 
the spillover benefits resulting from a generally better educated population (the societal benefit). 
Based on a thorough literature review, the most advanced methods to calculate the individual and 
societal benefits were identified and followed in this study. 

The analysis by the Division of Research, Moore School of Business analysis uncovers a 
striking potential pay-off from achieving the HESC Action Plan goals.  

The study finds that:  

• After reaching the goal in 2030, each dollar spent by the state boosts South Carolina’s 
annual economic activity (measured by gross state product) by $25.20.  
 

• The overall effect on the size of South Carolina’s economy is considerable—an annual 
gain for South Carolina after reaching the goal in 2030 of $6.9 billion in new annual 
personal income, $7.8 billion in gross state product, and 44,514 additional permanent 
jobs per year.  
 

• The economic benefits will spread across every region of the state.  Economic impacts 
are presented in the study for 27 areas of South Carolina. 
 
This positive economic impact will have the potential to decrease significantly South 

Carolina’s unemployment rate, which at the time of this writing stood at a record 11.5 percent. 
According to the latest U.S. Census data, the jobless differences among the college-educated and 
those with lower levels of educational attainment are dramatic. From 2005 to 2007 (the latest 
data), the average unemployment rate for South Carolina was 5.8 percent. For citizens with less 
than a high school degree, the rate jumped to 12.1 percent. For those with a bachelor’s degree or 
more, it fell to 2.4 percent. This phenomenon is found across all areas of South Carolina. When 
data are available for the recession that began in 2008, it will be interesting to see how the 

college educated workforce performed. It is likely to 
hold to the pattern found in the expansion years, only 
worse for every segment of the population. Beyond 
jobless rates, the study documents another key feature 
of the state’s economy: the labor force participation 
for college graduates is much higher than for others. 
This means college graduates contribute to the overall 
economy at an elevated rate, which means more tax 
revenue. Poverty rates are significantly different as 
well: just 3.5 percent for individuals with a bachelor’s 

degree or more, vaulting to 27.1 percent for the segment of the population without a high school 
degree. Clearly, less poverty means state and local government costs are lower. 

The expected increase in earnings derives 
from two sources: the income increase 
from more education for the individual 
(the individual benefit) and the 
additional increase in earnings resulting 
from a generally more educated 
population (the societal benefit). 



The Economic Return of Investment in South Carolina’s Higher Education  Page iii 
 

Indeed, the study also shows that, across all states, the share of the working population 
(25-65) with at least a bachelor’s degree is highly correlated with higher per capita income. The 
association is approximately 80 percent. Raising per capita income is a key development goal for 
South Carolina and education is obviously pivotal to that goal.  

Higher education reduces state costs as well. Across all states, a higher degree of 
educational attainment brings down the share of the population in prison. It is also positively 
related to better access to affordable health care.  

The study uncovered the following key facts about South Carolina’s education: 

• More than 90 percent of South Carolina’s prison population has no college degree; that 
is, they have a high school diploma (or less). 

• South Carolina has a lower percentage of blacks graduating from colleges than the U.S. 
average. The share of South Carolina’s black working population with a bachelor’s 
degree or more is just 11.7 percent, compared with 26.8 percent for its white counterpart. 

• Only 8.5 percent of the working population with a bachelor’s degree or more is without 
any form of health insurance. A similar incidence for counterparts with only a high 
school degree is 37.5 percent. 

• Just 5.7 percent of the working population with a bachelor’s degree or more receives 
Medicaid. That figure jumps to 33.3 percent for workers with a high school degree.  

These facts imply that that are significant costs and benefits to the state not considered directly as 
part of the economic return of reaching a higher level 
of educational attainment.  

 The appendices to this study provide a wealth 
of detailed information on the dimensions of 
educational attainment in South Carolina in specific 
local areas of the state. Every area will face a 
significant challenge raising the bar for “human 
capital,” but the potential benefits are manifold. 

In sum, this study reveals that funding for education is not simply providing a vital public 
service, but is an investment in South Carolina’s future with multiple economic and social 
returns. With a better educated population, South Carolinians, the state’s communities, and the 
state as a whole will be in substantially better shape to brave the future. No doubt, Aristotle 
would agree. 

  

. . . after reaching the 29 percent goal in 
2030, each dollar spent by the state 
boosts South Carolina’s annual gross 
state product by $25.20. 
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The Economic Return on Investment 
in South Carolina’s Higher Education 

Introduction 
In 2009, the U.S. economy is experiencing the sharpest contraction since the 1930s. Yet 

the nation’s businesses and labor force have always proven to be resilient. In the years ahead, the 
economy will recover and expand. In turn, employers will require a growing pool of qualified, 
highly educated workers. Businesses will also need local sources of invention and knowledge 
generated by colleges and universities to bolster competitiveness.  

Consequently, higher education will be pivotal in advancing economic growth in every 
South Carolina community. Without the knowledge gained through higher education, 
individuals—and the state as a whole—simply will not progress in the increasingly challenging 
global economy.  

The 2008 report of the South Carolina Higher Education Study Committee (HESC) 
succinctly stated the essential economic implications of higher education: 

Today’s economy is being driven by innovation, a very high proportion of 
which can be traced to knowledge creation at research universities. These 
institutions foster a culture of talent that benefits regions and states 
through attraction of business investment, creating of new businesses, 
sponsored federal and industrial research that creates high-value, high-
paying jobs, and more (Higher Education Study Committee 2008). 

 
To understand the economic implications of higher education in South Carolina, the 

Division of Research in the Moore School of Business at the University of South Carolina 
(hereafter “Division”) has undertaken a study for the Commission on Higher Education (CHE), 
on behalf of the HESC. The HESC sought an investigation of higher education’s economic 
impact focused on determining the return on educational investment for South Carolina. This 
study presents the results of this analysis.  

At the outset, it should be recognized that there is little debate among economists, and 
most analysts, about the individual (personal) economic benefits of higher education. For 
individuals, the return of education is considerable. The Division calculated that for South 
Carolina: 
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• The lifetime income of the average full-time worker with a bachelor’s degree (from 
ages 22-65) is $2.5 million, after subtracting the costs of higher education for the 
individual. 

 
• During an average career, a full-time worker with bachelor’s degree earns $1.2 million 

more than a full-time worker with a high school diploma alone. Given the average total 
investment in a four-year education, the individual would gain 8.2 times that amount 
in incremental income over his or her lifetime. 
 
An important overall economic development metric in most states, including South 

Carolina, is per capita income. Typically, South Carolina ranks among the lowest states in terms 
of per capita income (fourth from the bottom in 2007). For all U.S. states, the positive 
relationship between higher educational attainment for the working population and per capita 
income is striking. Recent U.S. Census data indicate that the correlation between state per capita 
income and the share of the working population with a bachelor’s degree or higher is 80 
percent.1 It would be hard to find a stronger statistical relationship that could potentially explain 
state income. 

The benefits of higher education extend beyond raising income for South Carolinians. 
Individuals who earn bachelor’s degrees are much more likely to achieve a higher 
socioeconomic status compared with less-educated citizens. These individuals (with bachelor’s 

degrees) pay substantially more taxes and place 
significantly lower burdens on government programs. 
As this study will show, in South Carolina educated 
individuals are far less likely to be jobless, which is 
consistent with the findings for the nation as a whole 
(Baum and Ma 2007). Educated individuals are 
healthier and have lower incarceration rates. Even 

less-educated workers benefit when they live in communities with concentrations of more-
educated workers, earning higher wages than otherwise possible. The evidence for these findings 
is documented in the pages that follow. 

The study begins with an economic assessment of the HESC Action Plan goal; that is, for 
South Carolina to become a leading state for workers holding bachelor’s degrees by 2030. This 
includes an explanation of the methods used to assess the economic impact of stepped up 
educational attainment from 2009-2030. The next section presents the statewide results. The 
economic impacts are measured in terms of new income, gross domestic product (GDP), and 
employment generated for South Carolina. Then, the study turns to a presentation of economic 

                                                 
1 This study uses the bachelor’s (or baccalaureate) degree for evaluation because it is a consistent standard 

across states; other degree levels, including associate, graduate and professional also produce important economic 
benefits as do certificate programs. 

Every region of South Carolina will 
experience the positive impact and 
economic benefits of reaching higher 
educational attainment . . .. 
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impacts for 27 South Carolina regions, along with relevant and often insightful information 
revealing the educational and economic status of each region in the state. Finally, the additional 
benefits of higher education are assessed through a review of other research reports, along with 
additional socioeconomic information for South Carolina compiled by the Division. 

Assessing the Economic Return of the HESC Goals 
The main objective of this study is to estimate the impact of increased higher educational 

attainment for the South Carolina workforce. Specifically, the study looks at South Carolina’s 
goal to be among the top states with its working-age residents holding bachelor’s degrees (or 
higher) by 2030. This goal means the target is a level of attainment for the workforce that will do 
the following: 

◦ Reach 29 percent of working age population (ages 25-65) with at least a bachelor’s 
degree; 

◦ Follow a plan that increases the traditional K-12 pipeline to higher education and 
raises adult educational attainment.  

As stated in the introduction, there is little debate among economists, and most analysts, 
that higher education provides a large, lifetime economic return in terms of increased income 
relative to education costs. In this analysis, the individual and societal economic benefits of 
higher educational attainment are considered. 

The primary task of this study, then, is to assess the economic impact—to the individual 
and society—of goals set by the South Carolina Higher Education Study Committee (HESC) 
Action Plan; namely, to be among the top states with 
its residents holding bachelor’s degrees (or higher) 
by 2030. 

Using expected demographic trends and 
educational attainment characteristics, the 
researchers calculated the economic effects of 
achieving the 2030 goals using conservative 
assumptions. The economic effects on South 
Carolina were measured for state income (the main metric), statewide gross domestic product 
(GDP), state employment, and state tax revenue. State income includes all sources of earnings 
for South Carolinians. GDP is the commonly cited measure of total economic activity measured 
in dollars. State employment is based on full-time private and public sector jobs. 

The Division constructed a baseline scenario projecting economic effects to 2030 using 
the following sources: 

Studies show that a person with a 
professional degree averages three times 
the salary of a high school graduate and 
pays taxes almost four times greater 

(Baum and Ma 2007). 
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 Statewide Impact 
Given these changes to educational attainment, the economic impact can then be 

determined. Using a detailed and reliable model of the South Carolina economy, the Division 
estimated the total impacts associated with the expected increase in earnings (personal income) 
from greater educational attainment. The expected increase in earnings derives from two sources: 
the income increase from more education for the individual (the individual benefit) and the 
additional increase in earnings resulting from a generally more educated population (the societal 
benefit). Primarily, the societal benefit is the result of workers with lower education levels 
earning more if others in the same area are more educated.  

As this boost in income is spent in South Carolina, it creates a host of extra benefits. In 
this study, the benefits are measured in terms of additional personal income, gross state product 

(the best overall measure of state economic activity), 
employment, and South Carolina revenue collections. 
Assumptions underlying the impact analysis can be 
found Appendix A.  

One of the key results to emerge from the 
analysis is the return on the South Carolina state 

government contribution—the funding needed to reach the 2030 goal. It was found that after 
reaching the 29 percent goal in 2030, each dollar spent by the state boosts South Carolina’s 
annual gross state product by $25.20. This economic return remains as long as the state 
continues to support the higher attainment level, ensuring that new college-educated workers 
enter the labor force as others leave. In other words, the economy continuously gains $25.20 
extra income every year after 2030 for every dollar of state support. The economy would stay 
lifted by this amount, compared with the case where there is no change in college attainment.  

Another way to assess the impact is to look at higher education’s overall effect on the 
size of South Carolina’s economy. This projection again measures the ongoing benefit of the 
plan—it becomes a permanent component of the economy, but does not add an additional 
cumulative benefit each year. The common figures used to quantify economic benefits are 
personal income, gross state (or domestic) product, and employment. If the attainment goal is 
reached according to the Action Plan, then by 2030, the annual gain for South Carolina (in 2007 
dollars) is:  

• $6.9 billion in total personal income; 

• $7.8 billion in gross state product;  

• An additional 44,514 permanent jobs. 

. . . unemployment rates are significantly 
higher among those with only a high 
school degree compared to those with a 
college degree. 
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These results show the annual gain South Carolina after the goal is reached. During the 
time the goal is being reached (2010-2030), the cumulative gain (in 2007 dollars) over the period 
is:  

 $67.8 billion in total personal income; 

 $77.0 billion dollars in gross state product. 

As for the cumulative economic effect during the time before reaching the 2030 goal, it 
was ascertained that, for each dollar that the state spends between 2010 and 2030, $11.20 on 
average is added to the economy annually (measured by gross state product) over the period. 
This represents an average over the years before 
2030, with lower benefit in the early years and 
increasing benefits in the later years (with college 
attainment and income growing over time) 

Next, consider the fiscal effects of this 
greater level of economic activity. In this case, the revenue gain for the government can be seen 
from its investment in higher education. As the state’s investment engenders higher income, in 
turn, higher tax revenues are collected. That is, part of the increase in overall economic activity 
(and higher gross state product) ends up contributing to government revenue, which provided the 
support in the first place. The fiscal effects for South Carolina are clearly positive and grow over 
time, as seen by comparing the annual (2030) and cumulative results (2010-2030): 

 South Carolina’s government revenue (state and local) brings in $2.70 in taxes in 
2030 for each dollar spent by the state. 

 The government brings in $1.20 dollars between 2010 and 2030 for every dollar 
spent. 

To garner a deeper perspective on the economic effects of higher education, the overall 
costs and benefits are considered. This analysis evaluates the marginal (additional) individual 
benefits and the additional societal benefits of enhanced higher educational attainment. First, the 
additional overall benefits are calculated for the change from the baseline scenario to the 
alternative scenario. These benefits are then compared with all the marginal (additional) costs 
associated with the greater share of the population with four-year degrees. In this case, the 
calculation encompasses the total education costs: tuition fees, state appropriations, and lost 
earnings of those individuals going to college.  

Figure 2 shows the benefits and costs as the state reaches the 29 percent goal. Note how 
the total additional benefits outstrip costs over time by a wider and wider margin. 

Without knowledge gained through higher 
education, individuals simply cannot 
compete in the 21st century economy. 
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2005-2007 averages (the latest available information), which was a period of relative prosperity 
in South Carolina. Unemployment rates in particular have risen sharply across all regions since 
that time. Nevertheless, the comparisons are interesting. 

Presented in Appendix B, these tables show distinct differences in unemployment and 
poverty rates for the four categories of educational attainment. Poverty and unemployment rates 
fall dramatically when moving from low educational attainment (less than high school) to high 
attainment (bachelor’s or more).  

Higher Education and Socioeconomic Development:  
Further Evidence 
Most economic researchers concur that investments into higher education have positive 

returns for individuals and society. This section summarizes some of the recent contributions to 
our understanding of higher education and socioeconomic development. Beyond greater 
economic well-being, higher education is clearly associated with lower incarceration rates and a 
healthier population, among other effects. This section reviews the literature and presents further 
evidence on the benefits of higher education to the economy.  

Consider the most common benefit, as cited for South Carolina at the beginning of this 
study: individual returns. The individual returns to higher education have been studied in a 
variety of contexts, including scholarly, peer reviewed articles (for a recent example, see 
Yamarik 2008). Consistent with this study, this literature shows that individuals with higher 
education degrees earn significantly more than they would without such degrees. Research also 
shows that, as a direct result of earning higher incomes, individuals pay higher taxes. Studies 
show that a person with a professional degree averages three times the salary of a high school 
graduate and pays taxes almost four times greater (Baum and Ma 2007).  

Another thorough study on the societal (not just individual) benefits of a highly educated 
workforce is by Moretti (2004). Using a method similar to the one underlying this study, Moretti 
calculated the “spillover” effect a highly educated population has on the wages of the entire 
society. He found that for each one percent increase in the number of college graduates in the 
total population, wages for high school dropouts increase 1.9 percent, while high school 
graduates’ wages increase 1.6 percent, and college graduates’ wages increase 0.4 percent. 
Moretti’s (2004) results are especially relevant in this study because the methodology for 
calculating statewide educational returns (individual and societal) is considered to be the best 
available and followed closely in the results presented here. His results for Arizona turn out to be 
similar to those for South Carolina. 

Moretti provides causal reason for this spillover increase in wages for those without 
higher educational attainment. He hypothesizes that the workers, formally and informally, share 
knowledge and skills, generating what economists call positive externalities for regions with a 
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driven drunk (Evans and Montgomery 1994). The argument is that individuals with bachelor’s 
degrees better understand the laws and consequences of their actions to drive drunk, and thus are 
less likely to put others in danger by doing so. 

Conclusion 
Without knowledge gained through higher education, individuals simply cannot compete 

in the 21st century economy. With a large educated population, a state or region can be attractive 
to innovators, entrepreneurs, and companies that bring jobs not only for the most educated, but 
also for others through indirect, or spillover benefits. 

In South Carolina, investment in higher education produces palpable economic benefits. 
It pays for itself and brings in additional revenue for the state over time. The annual benefits the 
state will gain by reaching the HESC 29 percent attainment goal are significant. 

The clearest way to discern the benefits that emerged in this study is the overall return on 
the South Carolina government’s investment. For each dollar that the state spends between 2010 
and 2030, on average $11.20 is added to the economy (measured by gross state product) over the 
period. Further, after reaching the 29 percent goal in 2030, each dollar spent by the state boosts 
South Carolina’s economic activity (measured by gross state product) by $25.20. 

Beyond the results presented here, an investment in higher education supports a host of 
positive effects for the state. These positive effects include significantly better health, lower 
unemployment, lower poverty, higher labor force participation, and less incarceration. Thus, one 
can see that funding for education is not simply providing a vital public service, but it is an 
economic and social investment in South Carolina’s future that pays multiple returns. 
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Appendix A: Assumptions of the Economic Analysis 
 

The calculations for this study were based on a set of assumptions, the most important 
being: 

◦ Population will grow according to U.S. Census population projections by age group. 

◦ Under a baseline scenario, the education structure of the age group 25-34 will remain 
constant. 

◦ Population is uniformly distributed within each age group. 

◦ The earnings differential in 2007 by age group and educational attainment will remain 
constant over time and will not be affected by the influx of new college graduates. 

◦ Wages and costs will increase at the same rate as the inflation rate. 

◦ The unemployment rates by age group and educational attainment will remain 
constant over time, which means that there will be sufficient demand for the 
knowledge and skills of these workers. 

◦ All new college graduates will remain in the state.  

◦ We do not account for the opportunity cost of social investments. 

◦ In line with the work of Moretti (2004), we assume that an increase in the share of 
college graduates generates social benefits in terms of higher earnings for all workers.  

◦ We use a conservative estimate of the social benefit. 

◦ We assume that the cost per student will remain the same in spite of the increase in 
the number of new college graduates (no extraordinary investments necessary). 

Complete details regarding the methodology used in this study can be obtained by 
contacting the Division of Research, Moore School of Business, University of South 
Carolina: http://mooreschool.sc.edu/moore/research/ 
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Appendix B: South Carolina Regional Tables    
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