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Cost-Benefit Analysis Homework: Is a CSU Degree Worth It?

The American dream includes living a comfortable life with a certain level of material wealth.  So as technology becomes more advanced and the demand for marketable workers increases, a college education may seem a good way to attain that dream. However, recent rising college tuition and slower growth in wages for college graduates beg the question:  is a college degree worth the time and money?  To answer that question, I will do a cost-benefit analysis using a CSU degree as a typical example.  First, using several key assumptions, I will evaluate the cost and earnings data for a high school and college graduate.  Then I will analyze the cost-benefit ratio of a high school versus a college education in the attached Excel spreadsheet.  Finally, I will conclude the reasons why I think a college degree is still worth it.

To begin my evaluation of a high school versus college degree benefits, I need several key assumptions.  First, I will assume that an increase in wage earnings will be the sole benefit of a college education.  Second, I will assume that a CSU graduate will have similar income as the mean US income from the Census Bureau/Bureau of Labor Statistics.  Third, I will assume that my graduates will face the costs only during college and that they will work until age 65.  From the CSU website, I find that the system-wide State University Fee is currently $2,520 per academic year.  However, I will use the breakdown for a San Francisco State student to calculate the rest of the annual costs.   From the CSU website, they are as follow:

Tuition and fees are $3,128


State Subsidy would be $2520


Books/Supplies would be $1260


Transportation would be $1134


Lodging would be $7458


Meals would be $3000
Using the data and assumptions above, from my Excel calculations, we see that the present value of costs of four years of college attendance is $180,762.57.  We also see that a college graduate can expect to earn $377644.19 more than a high school graduate.  By subtracting the costs from the benefits, we see that the net present value of a college degree is $196,881.62.  Finally, we see that the benefit-ratio is 2.089172479.
In conclusion, I deduce from my Excel calculations that a college is indeed better than a high school education by 2 to 1.  I must also note that wage earning differentials do not indicate the full benefits and costs of a college education.  Some unintended benefits of a college education are a greater sense of fulfillment and confidence in oneself, if one’s needs are on the top of Maslow’s hierarchy of needs.  Some unintended costs are lost time away from friends and family, as well as the possible development of more grey hair and wrinkles from late night studies.  Therefore, one must decide on the full personal as well as economics costs before attending college.
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