Policymakers Need
Better Data on
Economic Outcomes in
Higher Education
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By Stig Leschly, Postsecondary Commission

Almost all US college students - no matter who they are and no matter where or when in
life they attend college - report that a higher wage, a better job and a viable career are
their top motivations for going to college. A safer and brighter economic future is not the

only reason students go to college, but it is the most common and fundamental one.

Policymakers are responding to this nearly unanimous ask from students that colleges
improve their economic prospects. State and federal lawmakers are migrating toward
accountability and funding policies based on whether institutions improve the earnings

and employment trajectory of their students.

For this policy movement to thrive, it needs to address a mundane but serious problem:

the inadequacy of the data systems on which it relies..

The data systems in question are mainly those run by education, labor and tax agencies
in DC and in states. These data systems track and link together the vast student-level data
- on students’ college costs, on their wages before and after attending college, and on
their demographics - that enable policymakers to draw accurate and fair conclusions

about the economic outcomes produced by institutions.

Unfortunately, these data systems are often under-resourced, siloed, or inaccessible,

which stalls and distorts good policymaking.

For example, when policymakers assess institutions’ earnings outcomes, they are often
left to rely, because of data limitations, on the absolute wages that students experience

at some point after they enter or graduate from an institution.

This is problematic. Students’ absolute wages say almost nothing about the effect
(positive or negative) that a given institution has on those wages. An institution might
succeed in graduating students into high-wage jobs simply by selecting students who

were already on track for high- paying careers.

Conversely, a non-selective institution that graduates students with seemingly

unremarkable salaries might actually be doing extraordinary work if students’ actual



wages are far above the wages they would have earned if they had never enrolled.

This sort of analysis of wage outcomes - often called value-added earnings analysis or
wage gain analysis - takes into account the need-level and baseline earnings outlook of
students who enrollin a given institution, and as a result, is far more accurate and fair
than standard approaches to assessing earnings outcomes. And, it is possible only where

underlying data systems are in good order.

An added benefit of surfacing the wage gains that institutions produce for their students
is that it allows policymakers to make sense of the prices that institutions charge.
Whether an institution is over- or under-priced depends on whether the institution
generates wage gains for its students that are large enough to compensate students in a

reasonable timeframe for their cost of attendance.

In another example of how data gaps inhibit good higher education policy, federal and
state lawmakers have not done enough to monitor and regulate the economic outcomes
of college entrants who never graduate, a group of students who comprise nearly half of
US college-goers. This policy lapse is partly because lawmakers know so little about non-
completers and their outcomes. They are typically under-tracked and sometimes
completely ignored in higher education data systems. With better underlying data
systems, policymakers would be able to track and set policy for the economic outcomes

of all college entrants, not just those who complete.

This development would amount to a break-through. It would allow policymakers to sort
out in detail - institution by institution, program by program - when dropping outis a
problem for students (because it saddles them with high costs and no degree) and when
it is not a problem for students (because they exit early and with few financial

consequences).

A promising policy movement toward better economic outcomes in US higher education
has started. For this movement to persist and for it to mature into sound accountability
and funding policy, it needs to run on better student-level data systemsin DC and in

states.

Federal and state policy makers should immediately and aggressively fund
improvements to these data systems. In its pursuit of better economic outcomes in US

colleges, public policy can only be as good as the data on which it is based.





