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Reality Check: Only One-Third of College Enrollees End Up in Jobs Requiring College Degrees

Federal subsidies have driven 
college tuition sky-high, while 
reducing colleges’ incentives 
to ensure that students 
graduate—and graduate with 
degrees that employers value. 
‘Free’ tuition will make such 
problems worse.
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“ It is time to build on the 
progressive movement of 
the past and make public 
colleges and universities 
tuition-free in the United 
States—a development 
that will be the driver of 
a new era of American 
prosperity.”1

“No family and no student 
should have to borrow 
to pay tuition at a public 
college or university.”2

HILLARY CLINTON
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In Reality
America’s higher-education system is failing students: fewer than three in five who start college 
finish; fewer than three in five who finish end up in a job requiring a college degree. Pushing more 
students into college is thus a poor use of such students’ time, as well as a poor use of taxpayers’ 
money. The most likely result of expanding enrollment in colleges that consistently fail to graduate 
students or produce graduates with in-demand skills will be a dramatic erosion of the earnings 
premium of college degrees—further weakening the return on investment for individuals and society.

Key Findings
• Only 52 percent of U.S. students who enroll in college 

graduate within six years.
 ◆ At all four-year universities, the figure is 59 percent; at those with open  

enrollment, 34 percent.3

 ◆ At two-year colleges—often the focus of efforts to expand access to higher  
education—the figure is 40 percent.4

• Nearly half—44 percent—of recent college graduates 
from four-year institutions are underemployed.5

 ◆ While unemployment rates for college graduates are low, “underemployment”—
holding a college degree but working in a job that does not require one— 
is far higher.

• Only 33 percent of enrollees in four-year colleges emerge 
with a degree and a relevant job.

 ◆ Results for two-year colleges are even worse.
 ◆ Graduation rates have edged up slightly over the past two decades,  

but underemployment rates have not improved.
 ◆ Countries with free college, such as Denmark and Norway, see more students go 

to college (48 percent and 46 percent, respectively, compared with 39 percent 
in the U.S.),6 but their graduates earn only 12 percent and 7 percent more than 
workers with a high school degree or equivalent (compared with 65 percent  
in the U.S.).7
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On the Record

Preston Cooper, Policy Analyst, Manhattan Institute

“America’s higher-education system is broken and serves 
most students poorly: pushing more low-income students 
through it will help neither the system nor the students. 
Overall graduation rates are remarkably low and dip even 
lower at the less selective colleges that new students 
brought into the system would likely attend. Graduates, 
meanwhile, are often unable to find jobs suited to their 
degrees. Colleges must be held accountable for the career 
and financial results that they produce for their students. 
Reform is needed. But flooding the system with more 
federal subsidies will considerably worsen, not improve, 
the situation.” 
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The state of U.S. higher education has emerged as an issue of contention in the country’s 
2016 presidential race, with candidates on both sides of the aisle offering proposals to reform 
how Americans finance college. And with good reason: since 2000, in-state tuition at public 
four-year universities has risen 50 percent in real terms,8 while total outstanding student loans 
have doubled in the past ten years, to surpass $1.3 trillion.9 These figures have prompted calls 
for greater federal funding10 and even a guarantee of “free” college.11 But insufficient federal 
funding is not the problem—indeed, increasing it will make U.S. higher education worse.

Low Graduation Rates
A key goal of reducing or eliminating college costs is to boost enrollment among low-income students: when Scotland, for instance, 
abolished university tuition fees in 2001, the number of applications jumped by a quarter.12 But applying to or matriculating at a school 
is not the same as attaining a degree. At America’s four-year institutions, only 59 percent of students graduate within six years.13

This low rate is not driven by for-profit colleges, as some assert: public four-year institutions have a six-year graduation rate of 58 
percent, in line with the national average. Among community colleges, which many proposals would make free, the six-year graduation 
rate is 40 percent—even after accounting for students who transfer to other colleges.14 Across all two- and four-year colleges, the 
weighted-average graduation rate is just 52 percent.15

U.S. college graduation rates have edged up slightly over the past two decades. For those entering four-year institutions in 1996, only 
55 percent graduated within six years.16 But the marginal students encouraged to apply by newly free or debt-free college17 are likely 
to attend less selective colleges, where graduation outcomes are even worse. Among four-year colleges with acceptance rates of over 
90 percent, the six-year graduation rate is only 47 percent. For colleges with open admissions, 34 percent graduate within six years.18

Failing to graduate is itself a key cause of financial hardship. Among students who attend public four-year institutions, the student loan 
delinquency rate for those who do not graduate is 41 percent. Those who attain a degree, despite having significantly higher student 
loan balances, have a delinquency rate of 10 percent.19

Underemployment
Today’s college graduates face a weak labor market. True, the unemployment rate among graduates is currently lower than that of the 
population as a whole.20 Yet a far more pressing problem for graduates is underemployment. According to the Federal Reserve Bank of 
New York, the underemployment rate among college graduates is about 33 percent. For recent college graduates—those aged 22–27 
whose outcomes most closely reflect those who might enter college now—underemployment is 44 percent.21 If only 59 percent of 
four-year college enrollees graduate and only 56 percent of those graduates find a job requiring a degree, then college investment is 
delivering its expected return for only one-third of enrollees.

Some of the jobs that underemployed college graduates fill pay well; but the share of underemployed recent graduates in well-paying 
jobs has fallen sharply, from 51 percent in 1990 to 36 percent in 2012. More important, the students did not need their college degrees 
to obtain such jobs—making their enormous personal investment (and, potentially, that of taxpayers) a poor one.

One cause of underemployment is that students frequently pursue degrees with little economic value. Indeed, there is little correlation 
between the popularity of a college major and how well it pays: lucrative majors, such as petroleum engineering, attract few students, 
while low-paying ones, such as psychology and education, are highly popular.22 Field of study is strongly associated with college-grad-
uate underemployment. For recent graduates, only 20 percent of engineering students are underemployed; among leisure and hospi-
tality students, 63 percent.23

Colleges get paid regardless of whether they churn out degrees in English or engineering, creating little incentive to guide students 
toward career-friendly study paths. Reforms to higher education must address how colleges equip their students for the job market, 
not simply subsidize the printing of diplomas.
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Supply-Demand Mismatch
Government student-aid programs seek to increase the supply of college graduates regardless of whether the labor market requires 
more employees with college degrees. When the supply of graduates increases faster than employer demand, college graduates’ 
earnings premium falls.24

Consider Denmark and Norway, countries with free college systems where the age-adjusted share of the population with a college 
degree is 48 percent and 46 percent, respectively—compared with 39 percent in the U.S.25 Nevertheless, American colleges offer 
graduates a better investment: Americans aged 25–34 with tertiary education earn 65 percent more than Americans with only a high 
school degree, compared with 12 percent (Denmark) and 7 percent (Norway).26

Recent improvements in America’s high school graduation rate illustrate a similar pattern. Though more students now earn high school 
diplomas, standards have declined, leaving many students unprepared for college or a career. There, too, the solution is not simply to 
churn out more graduates but to improve the quality of U.S. high schools.27

Conclusion
Advocates of federally funded “free” or “debt-free” college assert that society, as well as the affected individuals, would benefit from 
moving more students through higher education. Instead, experience in the U.S. and elsewhere suggests that the opposite would 
happen: more students would enroll in college; a high percentage (a higher percentage, quite possibly, than now, as more ill-prepared 
students enrolled) would continue to drop out; wage premiums for graduates would decline; colleges that desperately need to improve 
outcomes for students would face even fewer incentives to reform; and taxpayers would foot a skyrocketing bill.28
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