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ABSTRACT

HIUKO NGARI ADAMS
COLLEGE EDUCATION CHOICE: AN INVESTIGATION OF FIRST-YEAR 
STUDENTS’ ENROLLMENT DECISIONS’ CONFORMITY TO THE PRINCIPLES 
OF HUMAN CAPITAL THEORY 
Under the direction of ELAINE M. ARTMAN, Ed.D.

College choice is a process individuals undergo as they transition from secondary 

to postsecondary education. It is important for higher education leaders to understand 

students’ college education decision-making process, including students’ characteristics, 

in order to develop recruitment and enrollment strategies that will enhance institutional 

market position and acquire more influence over institutions’ enrollment (Briggs & 

Wilson, 2007; Kinzie et al., 2004). Human capital theory purports that the higher an 

individual’s educational attainment, the higher the expected earnings, and the greater the 

willingness to invest in an additional year of schooling (Voiculescu, 2009).

This quantitative study examined first-year students’ ratings o f the importance of 

principles of human capital theory for college education enrollment. A survey was 

administered electronically to first-year students enrolled at the two institutions to 

determine if students’ apply of cost-benefit analysis in making college education 

enrollment decisions, and to explore if application of human capital theory in making 

such decisions differ by participants’ demographic characteristics and program of study. 

Descriptive statistics were computed for participants’ mean ratings of the importance of 

tenets of Human Capital Theory, while Pearson correlation and One-way Analysis of



Variance utilized were utilized examine for relationships between the ratings of 

importance of dependent variable scales and participants’ demographic char acteristics 

and type of program of study.

The results indicated that individuals’ ratings of importance of tenets of Human 

Capital Theory for college education choices differ across tenets, and not all tenets are 

important for college education choice. Students are particularly concerned about 

availability of financial aid, the expected benefits of a college education, and available 

college education alternatives. Investigation of relationships between students’ 

demographic characteristics and ratings of importance of the tenets revealed statistically 

significant positive relationship between gender and direct and indirect costs for female 

students; and statistically significant negative relationships between income of parents 

and direct and indirect costs and availability o f financial aid. There were statistically 

significant differences in the ratings for feasible alternatives scale based on program of 

study, type of program, and type of university, and both program of study and type of 

University and direct benefits.



CHAPTER 1 

INTRODUCTION TO THE STUDY 

College choice traditionally can be described as a process that individuals 

undergo as they transition from secondary to postsecondary education (Hossler & 

Gallagher, 1987; Kinzie et al., 2004; Paulsen, 1990; Roderick, Coca, Moeller, & 

Nagaoka, 2008; Roderick, Nagaoka, Coca, & Moeller, 2009). Factors that influence 

individual students’ transition process can be categorized into student specific 

characteristics such as academic ability, beliefs, and parents (Marimuthu, Arokiasamy, & 

Ismael, 2009; McAnuity, 2009; van der Merwe, 2010) and educational alternatives such 

as cost of education, expected benefits, and available alternatives (Kinzie et al., 2004; 

Malqwi, Howe, & Burnaby, 2005). Human capital theory posits that students are rational 

decision makers who employ all available information in the decision-making process, 

investigate prospective institutions of higher education, and base their final enrollment 

decision on a cost-benefit analysis (Hossler, Hu, & Schmit, 1999). Hossler, Hu, and 

Schmit (1999) argued that a student is more likely to enroll for a college education when 

the financial liability on him or her is lower. That is, a student is more likely to enroll in 

college when the parents’ willingness to pay for the student’s education is high and/or 

when scholarships are available to offset college expenses.

College choice models are classified into three broad categories: (a) econometric 

(explains choice from a monetary point of view); (b) sociological (explains choice based
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on noneconomic factors such as influence of schools, parents, peers); and (c) a 

combination of the two (Hossler, Braxton, & Coopersmith, 1989; McDonough, 1997). 

Human Capital Theory, an econometric model, is the main theory that explains college 

enrollment choice based on the association between education attainment and expected 

earnings/employment relations (Sweetland, 1996). Human capital generally refers to 

productive capacities such as knowledge, understanding, talents, and skills possessed by 

an individual or society, and investment in education tends to augment these capacities 

(Paulsen & Smart, 2001).

Human Capital Theory as applied to education purports that higher education 

renders recipients more productive, and in turn, employers pay a marginal income 

(additional income) for every additional year of training (Becker, 1964). Voiculescu 

(2009) noted that investment in education is a capital investment and the investor expects 

to generate revenue to cover the costs. Accordingly, Human Capital Theory assumes that 

expected returns or economic gains drive a student’s decision to enroll in college 

(Paulsen & Smart, 2001). Investment in human capital entails an initial cost (tuition and 

training course fees, forgone earnings'while at school, and reduced wages and 

productivity during the training period) that the investor (student) anticipates to recoup in 

the future from expected higher earnings (Blundell, Dearden, Meghir, & Sianes, 1999; 

Voiculescu, 2009).

According to Human Capital Theory, individuals consider both the direct and 

indirect costs of obtaining a college education and weigh these costs against educational 

alternatives such as pursuing employment (Lauer, 2002; Wilson, Wolfe, & Haveman, 

2000). Lauer (2002) concluded that individuals will only opt for a college education if the



result (degree, career, and income) maximizes their net utility; if the additional costs of 

attending the university outweigh the net benefits of having a degree, then they will opt 

out. The lower the threshold—lower additional cost and higher additional returns per each 

additional dollar spent-the higher the likelihood of an individual enrolling for university 

education (Billiot, Glandon, & McFerrin, 2004; Lauer, 2002).

The applicability of Human Capital Theory to investment in higher education has 

been criticized over time. Van der Merwe (2010), for instance, stated that although 

significant correlations exist between ex post earnings and educational attainment, they 

do not explain individuals’ higher education decisions. Livingstone (2004) argued that 

enrollments increased while average incomes stagnated, unemployment rates worsened, 

and underemployment of highly schooled people was recognized as a social problem. 

However, Paulsen and Smart (2001) asserted that although human capital theory 

significantly predicts the association between changes in income expectations and 

students’ education choice decisions, the magnitude may vary across students due to 

nonmonetary factors such as socioeconomic status and background, academic ability, 

access to information about postsecondary opportunities, and the labor market.

Results of research on applicability of Human Capital Theory to higher education 

choice are paradoxical and inconclusive (Psacharopoulos, 2000; Psacharopoulos & 

Patrinos, 2004; Sweetland, 1996; van der Merwe, 2010). Whereas, Human Capital 

Theory purports that the higher an individual’s educational attainment, the higher the 

expected benefits/earnings, and the greater the willingness to invest in an additional year 

of schooling, van der Merwe (2010) observed that a strong correlation between expected



earnings and higher education attainment does not necessarily explain an individual’s 

college education choice.

Such misunderstanding often triggered pressure on postsecondary institutions to 

reform and be more responsive in training students for skills needed for the market or the 

job place (Livingstone, 2004). Student enrollment is critical to survival of any institution 

of higher learning (DesJardins & Toutkoushian, 2005). It is important for higher 

education leaders to understand students’ college education decision-making process, 

including students’ characteristics, to develop recruitment and enrollment strategies that 

will enhance institutional market position and acquire more influence over institutions’ 

enrollment (Hossler & Bean, 1990; Hossler, Schmit, & Vesper, 1999; Kinzie et al.,

2004). Gilead (2009) emphasized the need for researchers to build knowledge on college 

education choice process and enhance college administrators’ understanding of the 

college decision-making process.

Statement of the Problem

The decision to attend college, although noncompulsory, marks an important 

stage for a student, and has long-term effects on the following: (a) the student’s life 

through education’s impact on career, livelihood, and lifestyle; (b) the postsecondary 

system of education through recruitment, retention and graduation; and (c) the society as 

a whole because education is a vehicle for economic development (Desjardins & 

Toutkoushian, 2005; Hossler et al., 1999). Unfortunately, Hossler et al. (1999) and Kinzie 

et al. (2004) note that even though the result of the college decision-making process has 

significant effects on all these entities, the college education decision process has not 

received the attention it deserves. By relying on recruitment and admissions models



based on student traits that neglect behavioral characteristics (students’ responses to 

changes in costs and benefits of a college degree) of the student college decision process 

(MacGowan, 2000; Rowan, 2005), institutions risk developing institutional recruitment 

and admissions policies based on models that conflict, rather than align with, how 

students make enrollment decisions (Gilead, 2009; Hossler & Litten, 1993; Hossler et al., 

1999; Kinzie et al., 2004; Livingstone, 2004).

Purpose of the Study 

The study examined whether students rate the principles of Human Capital 

Theory as important for their college decisions to attend college. The study also 

examined the relationship of demographic variables to the participants’ ratings o f the 

importance of the tenets of Human Capital Theory for college education enrollment 

decisions.

Significance of the Study 

The importance of understanding college enrollment decisions cannot be 

overstated. Institutions of higher education need this understanding for effective planning 

based on accurate enrollment forecasts and proper market targeting guided by crucial 

factors such as academic program mix and tuition and fees setting (Hossler, 1984;

Hossler et al., 2004; Paulsen, 1990). In order to remain effective, policy makers at 

institutions of higher education must focus on potential students’ college choice behavior, 

especially student attributes, institutional factors, and labor market prospects models 

(Briggs & Wilson, 2007). College choice studies if used effectively can provide valuable 

information in developing marketing, recruitment, and retention strategies that are good 

‘fit’ between students and institutions (Kinzie et al., 2004).



The findings of this study revealed that students rated availability of financial aid, 

expected short-term monetary returns to education (expected salary, expected income, 

expected job opportunities), and feasible education alternatives as important 

considerations for their college education enrollment decisions. The study found that 

when evaluating possible investment alternatives to education, students considered both 

long-term (job security, lifetime income) and short-term benefits (job opportunities after 

graduation, expected salary) as important decision factors for college enrollment 

decisions.

These findings of the importance of Human Capital Theory precepts on the 

college education decision process could inform institutional policies such as curriculum, 

recruitment, marketing, and admissions policies. Institutions of higher education can 

employ the findings as evidence to influence marketing strategies and support decisions 

on institutional resource allocations (DesJardins, Dundar, & Hendel, 1999). Hossler et al. 

(1999) noted that an understanding o f students’ college decision-making process can also 

inform institutional policy aimed at ensuring cost-effective education and developing 

effective recruitment and admissions policies.

The findings of this study point to the importance of financial aid as a tool 

institutions of higher learning can employ to mitigate the negative effects of tuition on 

enrollment, especially for low income students and female students who rated direct and 

indirect costs as important considerations for college education enrollment decisions. 

Lauer (2002) noted that financial aid can offset the negative effects of direct costs on 

enrollment. Institutions can increase and/ or sustain enrollment by participating in 

financial aid programs and providing merit scholarships to students whose enrollment
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decisions are highly sensitive to costs. Institutions can use availability of financial aid in 

developing marketing strategies.

Institution of higher education can employ the finding on importance of direct 

benefits (job employments after graduation and starting salary) to support use of labor 

market research in the development of curriculum and integrate programs so developed in 

institutional marketing strategies. The institutions can also the findings as evidence for 

developing partnerships with industry that might provide opportunities for externships 

and job placements for the students. Institutions that provide placement assistance to their 

students are likely to attract higher student enrollment than those that do not (Billiot et 

al., 2004). Billiot et al. observed that enrollment is positively related to expected job 

opportunities and salaries and negatively related to cost of program, and concluded that 

the negative effect of cost of program is reversible depending on job prospects and 

magnitude of the pay difference between college and high school graduates.

Developing economically viable programs is also important for enrollment and 

can also be part of marketing and recruitment strategies. Shin and Milton (2006) observed 

that understanding the social and economic contexts that affect students’ tuition elasticity 

is important for tuition policies, and for institutions of higher learning to limit attrition 

related to tuition and to maximize tuition revenue. Briggs and Wilson (2007) noted that 

for institutions of higher learning to remain competitive in a rapidly changing higher 

education environment, the institutions must devise aggressive marketing and revenue 

generating strategies that are grounded in research and which align students’ and 

institutional goals of higher education.



Finally the existence of statistically significant relationship between program of 

study and both direct benefits and evaluation of feasible education alternatives in this 

study suggest a need for institutions of higher learning to incorporate changes and 

developments in the labor in the development of academic programs and in setting tuition 

policies for differing academic programs. Institutions of higher learning can use these 

results to inform packaging and distribution of financial aid as well as tuition policies. 

Shin and Milton (2008) alleged that students in high-earning majors, e.g., engineering, 

are less responsive to changes in tuition and are more willing to pay higher tuition than 

those in lower-earning majors, such as psychology. Higher education leadership can use 

the findings of this study to support implementation of a similar proposition for groups, 

such as ethnic minorities and low socio-economic status, who are at higher risk o f non

enrollment or attrition due to the costs of higher education.

Research Questions 

The research questions this researcher sought to answer were based on the 

assumptions of human capital theory. The first research question was guided by seven 

sub-questions based on the seven tenets of human capital theory (agent, direct costs, 

indirect costs, evaluation of feasible education alternatives, lifetime income, direct 

benefits, intangible benefits). The second and third questions sought to explore the level 

of relationship of demographic variables and area of study (science or non-science) to the 

importance of principles of human capital theory to college education choice decisions. 

Chapter 3 contains the null and alternative hypotheses related to the relationship of 

demographic variables and area of study to the importance of tenets of human capital 

theory to students’ college application decisions.



1. Do students make college education enrollment decisions in accordance with 

principles of Human Capital Theory?

a. Do students rate the role of agencies as important for college education 

enrollment decisions?

b. Do students rate direct cost of college education as important for college 

education enrollment decisions?

c. Do students rate indirect cost of college education as important for college 

education enrollment decisions?

d. Do students rate evaluation of feasible education alternatives as important 

for college education enrollment decisions?

e. Do students rate expected lifetime income as important for college 

education enrollment decisions?

f. Do students rate direct benefits of college education as important for 

college education enrollment decisions?

g. Do students rate intangible benefits of college education as important for 

college education enrollment decisions?

2. Are demographic variables related to the rated importance of tenets of Human 

Capital Theory for students’ college education enrollment decisions?

3. Are there differences in the ratings of tenets of Human Capital Theory for 

college education enrollment decisions between science and non-science 

majors?
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Theoretical Framework

Unlike the conversational and philosophical use of rationality to mean sane or 

clear headed, rationality under Rational Choice Theory is narrowly defined as application 

of a cost-benefit analysis in the decision-making process with a view to maximizing 

benefits over costs (Allingham, 2002). Rational choice researchers acknowledge scarcity 

of resources and indicate that in order to attain positive returns on investment, choices 

have to be made in light of an individual’s goals and subject to resources (income, time) 

at hand to implement the goals (Elster, 1986; Greene, 2002; 1993; Rowan, 2005; Scott, 

2000).

The individual benefit-motivation (profit) concept has been employed as a model 

for human behavior and extended from economics to other social sciences, such as 

political science, law, and sociology as a model of decision making (Desjardins & 

Toutkoushian, 2005; Scott, 2000). Owing to the success of economics as a social science 

that bases human behavior on rationality, other social scientists adapted economic 

precepts and built theories grounded in the concept that all choices are “fundamentally 

‘rational’ in character and that people calculate the likely costs and benefits of any action 

before deciding what to do” (Scott, 2000, p. 1), an approach referred to as Rational 

Choice Theory, which takes the form of Exchange Theory in social interaction.

Rational Choice Theory is often referred to as Choice Theory or Rational Action 

Theory (Schram & Caterino, 2006) and is a dominant branch of microeconomics that 

claims that consumers (end-users of goods and services) are rational (Desjardins & 

Toutkoushian, 2005). The theory is based on assumptions that consumers (a) have 

multiple options they rank in order of preference; (b) their preferences are consistent



(transitivity such that an individual who prefers A to B, cannot at another time show 

preference of B over A); (c) have access to perfect information required to make 

informed decisions; and (d) have the cognitive ability to compare different options and 

determine the most optimal (Gilead, 2009).

Rational choice theorists contend that individuals aim at maximizing returns by 

choosing the most optimal (yielding maximum returns or utility) of available options and 

demonstrating consistency in their choices (Voiculescu, 2009). For individuals to 

maximize returns (benefits or utility) as purported by rational choice theories, the 

individual must be able to think sensibly and appraise available options based on actual 

worth of the outcome of choice made, costs related to the choice made, and the 

opportunity cost-foregone costs or benefits of alternative choices (Elster, 1986; George, 

1998; Lauer, 2002).

Rational Choice Theory in social sciences is attributed to Homans (1961), who 

outlined the foundation for exchange theory based on behaviorist psychology. Although 

individuals are generally rational, sociologists observed that some actions involve both 

rational and nonrational traits based on habitual, emotional actions (Homans, 1961; Scott, 

2000; Weber, 1920). Thus, whereas economists base Rational Choice Theories only on 

monetary value, sociologists include other issues, such as safety and sense of security, 

social acceptance, and emotional support (Miljkovie, 2005; Wilson, 1973).

Matiaske (2004) contended that analysis of human behavior from a rational 

perspective should be the domain of economics, while sociology-based rational choice 

models should deal with irrational behavior (interaction with environment, social 

interactions, attitudes, and preferences). Sociologists, unlike economists, rank benefits



and costs without necessarily assigning a monetary value (Coleman, 1988) and deem 

transactions as norm-driven (Gouldner, I960; Homans, 1950). George (1998) and 

Voilculescu (2009) claimed that economists recognized the deficiency in omitting 

subjective gains such as individual tastes and preference and, consequently, assigned a 

monetary value and added it to the model of rational choice. Sociology-based rational 

theories treat social interactions as economic exchanges that bear costs and benefits 

(Wilson, 1973; Voiculescu, 2009). Wilson, for instance, affirms a rationale for 

relationships based on the logic that relationships involve investment in terms of time that 

could be invested in alternate ventures; costs incurred such as rejection, and benefits, 

such as self-esteem and companionship, all of which can be assigned monetary values.

The concept of demand and supply through a cost-benefit analysis has been 

extended to the study of human interactions where time, information, acceptance or 

approval, and prestige are treated as the resources being exchanged (Scott, 2000). Scott 

further claimed that human actions are propelled by individuals’ wishes and goals and 

decisions are made in interaction with the environment (Beckert, 2002; George, 1998). 

Over time, rational choice theorists have increasingly taken a mathematical orientation 

and leaned more towards microeconomics (Scott, 2000). This trend is evident from 

application of rational choice to voting and coalition formation (Downs, 1957; Riker, 

1962), ethnic minority relationships (Friedman & Hetcher, 1990), and explanations for 

socioeconomic mobility (Scott, 2000).

Conceptual Framework

College education choice or demand is influenced by a host of factors such as 

tuition, the income levels of students and their families, the prices of complementary



goods (e.g., books, housing, and transportation), education alternatives, and job prospects 

(DesJardins & Bell, 2006; Lauer, 2002; Shin & Milton, 2008). The first law of demand 

asserts a negative relationship between price and demand. Consequently, students are 

expected to be less willing to enroll for college when the prices are high (DesJardins, 

2001a, 2001b; DesJardins, Ahlburg, & McCall, 2006). The cost of a college education is 

comprised of direct costs (DC), such as tuition and books, and indirect costs (IC) such as 

foregone earnings while attending college, housing, and separation from family (Hossler, 

2000). Figure 1 depicts students’ responses to changes in the cost o f college education 

and external factors, such as labor market and socioeconomic status.

Changes in the cost or price of a college education lead to movement along the 

enrollment or demand curve, labeled DD, while changes in external factors lead to a shift 

of the enrollment curve, such as from DD to D1 or D2, depending on the direction of 

change (DesJardins & Bell, 2006). If the cost of college education decreases from P to 

PI, economic theory explains that enrollment will increase from Q to Q l. Similarly, if the 

cost of college education increases from P to P2, enrollment is expected to decline from 

Q to Q2. In the case of structural changes, such as high unemployment, high market 

demand for a certain skill, or increase in household incomes, the enrollment curve will 

shift outwards from DD to D2. If the opposite occurs (e.g., low job prospects), the 

demand curve will shift inwards from DD to D1.
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Demand or Enrollment

Figure 1. Student response to cost of college education. Adapted from “Using economic 
concepts to inform enrollment management,” by S. DesJardins, and A. Bell, 2006, New  
Directions fo r  Institutional Research, 132, p. 62.

According to supply and demand theory of economics, an outward shift of the 

demand curve will lead to higher demand for a college education, while an inward shift 

will lead to lower demand for a college education (DesJardins, 1999; Heller, 1997; Lauer, 

2002). Human capital theory assumes a perfect market, which means that students and 

institutions have access to perfect information, make rational decisions, and the forces of 

demand will adjust to bring equilibrium between supply and demand. Supply (S) of 

college education (program offerings, number of enrollment openings) is assumed 

constant in the short run and disequilibrium is only short term, because in the long-run 

the market and institutions will adjust to accommodate the change and re-establish 

equilibrium by raising prices or adding programs (Gilead, 2009).



Procedures

This study employed a descriptive quantitative research design to determine if 

students rate the tenets of Human Capital Theory as important for their college education 

enrollment decisions. A survey instalment containing five demographic data questions, 

22 Likert scale items based on human capital theory, and ten supplemental information 

questions was employed to gather data. The data collected were analyzed to determine 

how important the respondents considered the tenets of Human Capital Theory for 

making college enrollment decisions and to examine if the ratings of importance of 

precepts of Human Capital Theory for college enrollment decisions differed by age, 

gender, socioeconomic status, program of study, or students’ enrollment status (parttime 

vs. fulltime).

A pilot study involving nine students enrolled in a small Christian university was 

conducted to determine the content and face validity of the research instrument. The 

participants were asked to read the survey items aloud and explain their understanding of 

the questions to the researcher. The participants indicated both orally and in writing that 

the items were easy to read, easy to understand, and did not cause any discomfort during 

the responses.

Following the pilot study, approval by dissertation committee, and application for 

Institutional Review Board (IRB) approval, the survey was administered electronically to 

all first-year students enrolled at two institutions of higher education in the Southeastern 

United States of America. The link to the online survey was created by Mercer 

University’s Office of Institutional Research, which was sent by the researcher to 

designated institutional administrators who reviewed the survey and consented to



administer it to their first-year students via email. The two institutions did not require 

additional IRB approval and agreed to accept Mercer University’s IRB approval. The 

researcher downloaded disaggregated individual participant responses from the two 

institutions from the appropriate Survey Monkey website into a spreadsheet.

The study employed descriptive statistics, One-way ANOVA, and Pearson 

correlations to analyze participants’ responses to the survey items. The data were 

analyzed in two phases. In the first phase, the Likert rating items were grouped to 

compute seven Human Capital Theory theoretical tenets of agency, direct cost, indirect 

cost, expected lifetime earnings, feasible alternatives, direct benefits, and intangible 

benefits. Reliability and correlation analysis were then conducted for the seven 

theoretical dependent variable scales. Low reliability (a <.70) for some of the dependent 

variables and high correlation among the dependent variables prompted the researcher to 

conduct factor analysis based on the responses to the 22 Likert rating items to determine 

how well the rating items defined the tenets of Human Capital Theory. Results of factors 

analysis revealed that the Likert rating items clustered into five scales of feasible 

alternatives, direct and indirect costs, agent, direct benefits, and availability of financial 

aid. All the new dependent variable scales had reliabilities above .70.

Participants’ ratings o f the five scales were analyzed, and means and standard 

deviations for each scale computed to determine how the students’ rated the importance 

of each scale for college education enrollment decisions. Any scale with a mean rating of 

4.0 and above was determined important for college education enrollment decisions, any 

scale with a mean rating between 3 and 4 was defined as neutral, and any scale below 3 

was interpreted as unimportant for college education choice decisions. Carifio and Perla



(2007) argued that because it is not possible to measure how many units a label on a 

Likert scale represents, it is logical to assume that someone who is positive about the 

attitude object should at least agree with the positive statements and disagree with the 

negative ones.

The second phase of data analyses involved an examination of possible 

relationships between participants’ ratings o f importance o f principles of Human Capital 

Theory for college education enrollment decisions and the participants’ demographics 

variables of age, gender, socioeconomic status, enrollment status, and program of study. 

Participants’ ratings of the dependent variable scales were also analyzed to examine if 

science and non-science majors differed in the ratings of importance of the tenets of 

Human Capital Theory for college education choices. The students’ majors were 

classified into 11 broad categories based on program offerings identified in the research 

institutions catalogs. The 11 programs were then classified as science or non-science.

The demographic variables were treated as continuous variables while the 

students’ majors, type o f program o f study and type o f university were treated as 

categorical variables. Pasta (2009) claims that as long as binary, ordinal, or categorical 

data are properly ordered with respect to each other e.g., creating dummy variables and 

coding in the correct monotonic order, they can be treated as continuous for statistical 

analyses. Pearson correlation coefficient (r) was used to report any relationships between 

students’ demographic characteristics and the ratings o f the importance o f principles of 

Human Capital Theory for college education enrollment decisions. Any relationship with 

p < 0.05 was interpreted as statistically significant. The results o f  One-way ANOVA 

were reported using F-statistic and Eta squared (■'). Any relationship with p < 0.05 was
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interpreted as statistically significant and the effect sizes were reported using Eta squared 

C1)-

Limitations of the Study 

It is difficult to estimate with accuracy the students’ perceptions o f opportunity 

cost (foregone earnings), expected earnings, and even the direct costs of higher education 

(van der Merwe, 2010). Both van der Merwe and Titus (2006) noted that students often 

make college enrollment decisions based on limited information; findings contrary to the 

assumption that students are rational decision makers who aim at maximizing returns 

(Becker, 1964; Schultz, 1993).This disagreement could lead to an inherent bias in this 

study. The students who participated in this study were asked to self-report household 

incomes, which according to Donaldson and Grant-Vallone (2002) is likely to introduce 

bias.

The researcher assumed that the students could accurately remember their college 

choice decision process, which is likely to introduce bias emanating from selective 

memory (i.e., recalling or not recalling events that occurred at some point in the past), 

telescoping or mixing event timeline, attribution (i.e., incorrectly associating 

outcome/events), and exaggeration (Donaldson & Grant-Vallone, 2002). To mitigate 

selective memory bias, the study sample only included first-year students enrolled in 

2012 as these students were more likely to remember the decision process than students 

who were in later years of college study. Finally, it is likely that a majority of the students 

do not accurately know returns associated with their programs o f interest (Carnevale, 

Rose, & Cheah, 2011).
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Delimitations of the Study

The current study has limited generalizability as it is based on only two 

institutions. The two institutions, although state universities, differ in that one specializes 

in basic science while the other offers social sciences and liberal arts. Generalizability of 

the findings were therefore limited by institutional and student characteristics (Myers, 

2000). Secondly, the study sample contained first-year students who tend to change their 

majors multiple times between their freshman and junior years of study (Malqwi et al., 

2005); therefore, the information they provide may not relate to the ultimate choice o f a 

major.

Definition of Terms

Human capital refers to capacities such as knowledge, understanding, talents, and 

skills acquired through education and training, which render the recipient more 

productive, and employers in return reward a marginal income (Becker, 1993;

Voiculescu, 2009).

Marginal income is the additional income that employers pay to employees for 

every additional year of training (Becker, 1993; Lauer, 2002).

Opportunity cost is the income foregone while attending college, in other words, 

the cost of choosing college education versus alternatives such as employment 

(Voiculescu, 2009).

Cost-benefit analysis is an evaluation of expenses and returns associated with 

attainment of a college education to determine whether expected earnings upon 

graduation more than offset the expenses incurred while attending college (Billiot et al., 

2004).
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Demand is the amount of a goods and services that consumers are willing and 

able to buy at a given price (DesJardins & Bell, 2006). For this study, demand was used 

to define the students’ willingness and ability to enroll for college education based on 

expected net returns to the investment or college degree (Lauer, 2002).

Starting salary is the pay scale or amount of money earned when a student 

graduates and starts work (Ledbetter, 2004).

Income is the monetary gains or earnings such as salary, wages, and profits that a 

student expects over a period as a result productivity enhancement of a college education 

(Ledbetter, 2004; Mead, Clinton, & Marshall, 2003).

Lifetime earnings refer to accumulated income rather than current income often 

used as a measure of economic well-being during working years and desired economic 

status in retirement (Dyan, Skinner, & Zeldes, 2004).

Agent is an individual and/ or a student’s background characteristics who or that 

play a role in the development o f a student’s post-high school education plans and 

aspirations (Bowen, Rose, Powers, & Glennie, 2008; Hossler et al., 1999; Kinzie et al., 

2004).

Direct costs refer to the out-of-pocket expenses that are directly related to cost of 

college education, such as tuition, fees, and books (DesJardins & Bell, 2006; Shin & 

Milton, 2008).

Indirect costs of college education refer to expenses that do not appear on a 

student’s college bill, e.g., food, travel home each vacation, utilities, stationeries, and 

other off campus living expenses (DesJardins & Toutkoushian, 2005; Fang, 2006).
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Direct benefits are returns directly associated with college education attainment 

such as job openings, income, and job security (Lange, 2004; Voiculescu, 2009).

Indirect benefits are the intangible benefits associated with a college education 

such as social mobility, prestige of holding a college degree, preparation for post

graduate studies, and self-esteem (Green, Preston, & Janmaat, 2006; Kim & Eyerman, 

2006; Wright, 2010).

Feasible alternatives refer to possible education tradeoffs or investments 

alternatives, such as employment (Smart & Paulsen, 2001).

Summary

This chapter contains the background of the research problem, the research 

problem, a justification for the research, the research questions employed in investigating 

the research problem, and the theoretical framework used in the research. The objective 

of this research was to add to the body of knowledge on the applicability of Human 

Capital Theory to college education choices. The rationale for the research was based on 

the importance of the college enrollment decision on a student’s life, enrollment stability 

of postsecondary institutions, and economic development of the nation as a whole 

(Hossler et al., 1999; Kinzie et al., 2004). The findings of this study are applicable for 

college education choice and may inform higher education administrators how to 

capitalize on students’ application o f rational decision-making model of college choice.

Chapter 2 contains a review of related literature on Rational Choice Theories; 

other college choice theories; models of college choice; determinants of demand for 

higher education; the overview, development, application, and critique of Human Capital 

Theory; the influence of direct and indirect costs and benefits of college education on
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college education choice; and a summary of the literature. Chapter 3 contains a 

description of the research methodology, research population, instrumentation, data 

collection procedures, and data analyses. Chapter 4 contains the research findings 

organized by research questions. Chapter 5 includes the discussion of the findings, 

conclusions and implications of the study.



CHAPTER 2 

REVIEW OF RELATED LITERATURE 

A student’s decision to enroll for higher education is influenced by the following 

factors: (a) prevailing economic conditions; (b) tuition; (c)type of institution; (d) type of 

programs offered; (e) availability of financial aid; (f) recommendations by parents, 

family, mentors, and peers; (g) admission selectivity of an institution; (h) recruitment 

strategies of an institution; and (i) extracurricular activities (Acker, Hughes, & Fendley, 

2004). Other students chose postsecondary education simply for self advancement as they 

believe such an education will position them better in the job market (Psacharopoulos & 

Patrinos, 2004; Voiculescu, 2009).

Wright (2010) maintained that low economic application of degrees earned has an 

adverse effect on enrollment and asserted that institutions of higher education should 

focus on developing programs that match job-market needs in order to boost enrollment. 

The succeeding sections contain a discussion of Rational Choice Theories; other theories 

that explain higher education choices; determinants of demand for higher education; 

examples of college choice models; an overview of human capital theory, its background, 

and philosophical underpinnings; expected earnings and higher education choices; and 

direct of costs of education and higher education choices.

23
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Rational Choice Theories 

Rational Choice Theories are based on the assumption that all actions are logic 

driven and calculative. That is, regardless of how irrational or rational an action might 

appear, it is always rationally motivated (Elster, 1989). Just like in economics where 

production and consumption of goods is market determined, rational choice theorists 

contend that the market concept can be applied to explain interactions involving 

resources such as time, acceptance, prestige, and information (Scott, 2000). Individuals 

rank their preferences, wants, or goals based on resource constraints such as money, 

information, and time (Green, 2002; Rowan, 2005; Scott, 2000). DesJardins and Bell 

(2006) noted that individuals have outcome expectations and base their choices on 

expected yield, utility, or benefits subject to resource constraints. That is, the course of 

action is driven by a cost-benefit analysis, with preference given to actions that yield 

benefits greater than costs (Psacharopoulos & Patrinos, 2004).

In the case of college education, rational decisions involve reasonably evaluating 

the benefits of a college education: (a) increased lifetime earnings through job security 

and greater work efficiency;(b) the direct costs pertaining to tuition, books, and other 

expenses of obtaining college education; and (c) the foregone costs due to income 

forfeited during college years (George, 1998; Kaplan, 2008). The decision to obtain or 

forego a college education will be based on the expected or calculated profits 

(Voiculescu, 2009).

Economic Rational Choice Theory

Rational Choice Theory, a branch of microeconomics that deals with the decision

making process of individual units or persons, is widely used in economics to explain
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coherently the human decision-making process (Kaplan, 2005, 2008; Ulen, 1998, 1999). 

The core of the theory is the assumption that consumers are rational and always aim at 

maximizing benefits over costs (Ulen, 1999; Scott, 2000). Rational Choice Theory 

consists of an informal phase (actions are well thought, deliberate, and consistent such 

that once a decision is made, it is not likely for the consumer to make drastic changes) 

and a formal phase whereby the consumers exhibit transitive behavior. Transitive 

behavior implies that once alternative A is chosen over alternative B and B over 

alternative C, the consumer is not expected to show preference for B over A in a different 

instance and A is always preferred over C. The consumer’s ultimate goal is to maximize 

utility (Psacharopoulus & Patrinos, 2004; Rastogi, 2002; Schultz, 1993; Scott, 2000;

Ulen, 1999).

Rational Choice Theory has been extended from pure economics to other 

disciplines such as political science, sociology, law, history, and education to explain 

human behavior (Becker, 1975, 1993; Rowan, 2005; Scott, 2000; Ulen, 1999). Scholars 

in these disciplines often apply Rational Choice Theory to human behavior that does not 

necessarily exhibit complete market choices or market behavior (Hossler et al., 1999; 

Miljkovic, 2005; Paulsen & Smart, 2001). Rational Choice Theory has become attractive 

in disciplines outside economics due to its completeness and coherence in accounting for 

human choice and its success in economics over several decades in the policy set-up 

(Ulen, 1998, 1999).

Rational Choice and Non-Market Human Behavior

Human actions are driven by self-centered motives to accomplish desires and 

goals effectively and efficiently (Gaertner, 2009), therefore, individuals pursue goals or
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alternatives that will maximize their welfare in the most cost effective manner 

(Voiculescu, 2009). Sober (2008) maintained that humans cannot be forced to decisions 

they are not capable of accomplishing their goals or which do not yield highest welfare or 

utility, given all possible alternatives. Rational Choice Theory explains how people ought 

to behave, provides rationale for how they actually behave and is used to predict how 

people will behave (Kaplan, 2005; Sober, 2008). In order for the theory to hold, human 

behavior must be consistent, logical, and transitive (Sober, 2008). Unlike market-based 

behavior, transitivity, logic, and consistency in nonmarket behavior are not only evasive 

but also affected by interactions with the environment (Miljkovic, 2005; Shapiro, 2000; 

Varoufakis, 1998).

Educational choices have both economic benefits, such as income and job security 

(Perna, 2003; Voiculescu, 2009), and noneconomic benefits, such as self-esteem, social 

acceptance, and social interactions benefits (Venniker, 2001; Vila, 2000). The cost of 

investment includes tuition, books, delayed earnings, transport, and other costs (Billiot et 

al., 2004; Lauer, 2002). Rational choice theory purports that prior to engaging in college 

education, an individual weighs the “estimated values of benefits, costs, and foregone 

costs-costs of alternative choices, and the final decision to enroll or not enroll is based on 

the difference between benefits and costs (profit),” (George, 1998, p. 32).The 

nonmonetary benefits, often referred to as solidarity benefits, can be assigned a monetary 

value and quantified (Scott, 2000).

Limitations of Rational Choice Theory 

Rational Choice Theory is often complicated when collective action, social 

norms, and social structure are factored in because human behavior involves rational and
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irrational elements such as habitual action, emotions, and affections (Scott, 2000); 

therefore, individual choices cannot be wholly attributed to economic analysis 

(Miljkovic, 2005; Parsons, 1937; Weber, 1920). The theory does not address behaviors 

that are selfless, altmistic, or philanthropic (Scott, 2000).

Miljkovic (2005) and Scott (2000) contended that Rational Choice Theory does 

not explain how individuals account for actions of individuals in groups e.g., peer 

influence. Miljkovic also noted that Rational Choice theory does not account for social 

norms that individuals take as given such as family traditions and societal expectations or 

the role of established social structures that tend to influence course of action e.g., school 

systems. Finally, while optimality and consistency are important aspects of rational 

decision, they do not adequately explain rational decisions because the decision process 

is also dependent on an individual’s capacity for thought and judgment (Gilead, 2009; 

van der Merwe, 2010).

Other Education Choice Theories 

Economic rational choice theories explain college education choice from a pure 

investment perspective (Gilead, 2009; Livingstone, 2004). However, social college 

choice theories such as strategic management of college enrollments, neighborhood 

effects theories (e.g., social isolation theory and social organization theories), and 

behavioral models of college selection process reveal that the decision to enroll or not to 

enroll for a college education is determined by factors beyond neoclassical economic 

theory (Ainsworth, 2002; Catsambis & Beveridge, 2001).
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Hossler and Gallagher College Choice Model

Hossler and Gallagher (1987) explained when higher education choices are made, 

students undergo three stages - predisposition, search, and choice - and at the 

predisposition stage the student develops an interest in the future attainment of a 

postsecondary education (Figure 2). Hossler and Gallagher contended that the 

predisposition commences early in life, and by ninth or tenth grade, a student has already 

formed future education goals by placing him or herself in one of three categories: to 

attend college, undecided, or not to attend. The outcome of the predisposition stage is 

greatly influenced by parents (Bers & Galowich, 2002; Hossler & Gallagher, 1987; 

Hossler & Maple, 1993), and family, friends, and mentors (Adams, 2009).

Stage 1
Predisposition

Stage 2 
Search

Stage 3 
Choice

Figure 2. Model of college choice. Adapted from “Studying College Choice: A Three- 
Phase Model and the Implication for Policy Makers,” by D. Hossler and K. Gallagher, 
1987, Journal o f College and University, 2, p. 210.

Recognizing the influence of students’ background on college education 

attainment decisions and the early stage at which students make college decisions, 

Hossler and Bean’s (1990) strategic management of college enrollments emphasized the
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need for college administrators to understand student characteristics in devising 

recruitment and enrollment strategies. Hossler and Bean claimed that a strategic 

management model would enable institutions gain control over their enrollment through 

practices that are guided by strategic planning and supported by institutional research, 

and enrollment management activities that concern student college choice, student 

retention, and student outcomes.

Neighborhood Theories

The neighborhood theories of college choice, unlike the strategic management of 

college enrollment model, indicate an association between growing up in a poor 

neighborhood and educational attainment (Duncan, 1994; Entwisle, Alexander, & Olson, 

1994; Gamer & Raudenbush, 1991; Harding, 2003). The neighborhood theories assert 

that cultural processes exist within poor neighborhoods that link the structural aspects of 

neighborhoods such as rampant poverty, unemployment, and crime to lower academic 

attainment (Harding, 2009). Research on neighborhood effects reveals association 

between compositional and socioeconomic characteristics of neighborhoods and 

educational outcomes, such as years of school completed, high school graduation, test 

scores, and college aspirations (Ainsworth, 2002; Catsambis & Beveridge, 2001; Garner 

& Raudenbush, 1991; Galster et al., 2007).

Social Organization Theory

The Social Organization Theory purports that unemployment and general lack of 

information affect the social networks of residents of low socioeconomic status 

neighborhoods because of the lack of members of the middle class or mainstream social 

groups and low levels of participation in mainstream (non-local) organizations and



institutions (Bowen et al., 2008; Henry, Merten, Plunkett, & Sands, 2008; Wilson, 1987, 

1996). Consequently, residents of low socioeconomic status are often isolated in a 

blocked opportunity structure and develop a culture that eschews education as a viable 

path for upward mobility (Brisson & Usher, 2005; Wilson, 1987; Woolley & Grogan- 

Kaylor, 2006). Generally, social organization theories emphasize the capacity of 

communities to regulate the behavior of their members and assert that community social 

organization promotes parents’ ability to regulate children’s behavior, including instilling 

positive norms about schooling and monitoring and controlling their children’s 

education-related practices, such as attendance and effort (Brisson & Usher, 2005; 

Coleman, 1988; Kern, 2000; Wilson, 1996; Woolley & Grogan-Kaylor, 2006).

Behavioral Theory

Behavioral Theory of how students select a college posits that college selection is 

a process comprising a sequence of interrelated stages falling between search and choice 

(Hossler & Bean, 1990; Pema, 2000). The model defines search as identifying the 

attribute values that characterize colleges (e.g., such as cost, academic quality, future 

career prospects and opportunities after graduation, quality of life while a student at the 

college) and relevant considerations that students are likely to consider in making 

decision to go to college and choosing which college (Belcher, Frisbee, & Standford, 

2003; Briggs & Wilson, 2007; Hossler & Bean, 1990). Only when the search is complete 

and satisfying, does the student complete an application (Hossler & Bean, 1990). Choice, 

on the other hand refers to choosing among the colleges that have accepted a student 

(Pacific Policy Research Center, 2010; Pema & Titus, 2004). Guillory and Wolverton

(2008) observed that pre-search behavior is often influenced by parents’ recognition o f a
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student’s need for postsecondary education well before the high school years, and parents 

instill the importance of education into the student over the years. The pre-search phase 

involves not only an analysis of costs of going to college but also expected benefits of a 

higher education.

Townsend and Wilson (2009) agree that availability of information is critical at 

the pre-search stage and influences the rationality of decisions. Townsend and Wilson 

argued that the pre-search stage is followed by choice of an institution, which is greatly 

dependent on demographic variables such as parental education, socioeconomic status, 

gender, ethnicity, and even religious beliefs. Townsend and Wilson (2009) contended that 

the probability for enrollment and choice of college for college education depend on 

students’ attributes e.g., academic preparation and educational aspirations, and behavior 

such as acquaintances and association, involvement in social organizations at an 

institution, and opportunities for academic and social integration. Townsend and Wilson 

concluded that an individual student’s decision to enroll for college education is not just 

determined by using socioeconomic status e.g. parents’ education and income but also by 

factors such as academic preparedness and cultural attributes.

Models of College Choice 

Research on college choice uses different theories, assumptions, and models 

concurrently (Paulsen & Toutkoushian, 2008). Hossler et al. (1999) and Paulsen & 

Toutkoushian (2006, 2008) pointed out three main models of college choice; economic or 

econometric models, social status attainment models, and information processing model. 

Economic models have deeply rooted econometric assumptions that students are rational 

consumers who base their decision on a cost-benefit analysis Paulsen & Toutkoushian,
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2008. In contrast, the status attainment or sociological models are based on the premise 

that students chose college education in order to attain access to greater status and move 

up status groups (King, 2009). Finally, the information processing models are a 

combination of economic and status attainment models (Stokes & Somers, 2009). 

Economic Models

Economic models are based on the assumption that students aim at utility 

maximization, and therefore, students make college choices that will yield most benefits 

in the most cost-effective manner (Paulsen & Toutkoushian, 2008). Consequently, a 

student will evaluate the decision to enroll for college education against other feasible 

alternatives, such as joining the labor force, and then decide on the type of institution to 

attend based on cost (Briggs & Wilson, 2007). Economic models reveal direct costs 

(tuition, books) and indirect costs (foregone earnings and intangible costs such as 

separation from family and friends) as well as benefits (expected monetary gains, quality 

of life) involved in college choice decision (Paulsen & Toutkoushian, 2006, 2008;

Trostel, Walker, & Woolley, 2002). Proponents of economic models purport that it is 

possible to assign a monetary value to even noneconomic factors such as separation from 

families and quality of life and that individuals have access to perfect information i.e., 

freely available and accurate (Paulsen & Toutkoushian, 2008; Voiculescu, 2009).

Social Status Attainment Models

The Social Status Attainment models of college choice depict how different 

variables such as family conditions, peers, school environment, and academic ability have 

over time interacted to shape a student’s college perception and influence the college 

choice decision (King, 2009; Kinzie et al., 2004). Social status, simply put, is an



individual’s reputation within society (Field, 2003). Fields differentiated between 

achieved and ascribed status, observing that while the former is attained through an 

individual’s effort, the latter is inherited and based on characteristics from birth. An 

individual experiences social mobility, either downward or upward, throughout the 

course of his or her life, and the process by which he or she uses resources, such as 

education and employment to acquire status, is referred to as social attainment (Field, 

2003; Hossler et al., 1999; McDonough, 1999). The social status attainment model 

emphasizes socioeconomic status influence on career decisions, such as pursuit of college 

education, that lead to attainment of a social status (King, 2009).

Combined Models

Combined models are a blend between economic and social status models. These 

models employ social or noneconomic factors (including student characteristics) to 

describe the college choice process and economic factors to depict decision making 

(Hossler & Bean, 1990; Somers, Haines, & Keene, 2006; Stokes & Somers, 2009). 

Hossler and Bean observed that students who do well academically in high school are 

more likely to desire college education than those who perform poorly, while students 

who desire a college education are more likely to enroll in institutions that are less 

expensive or offer programs with high job opportunities than the reverse (Briggs & 

Wilson, 2007; Paulsen & Toutkoushian,2008). However, Hossler and Bean (1990) and 

Niu and Tienda (2008) identified a wide array of factors that determine college choice 

decision including parental income, academic ability, self-image, and college 

characteristics, such as cost, programs of study, and financial aid.
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Determinants of Demand for College Education 

Demand refers to the quantity of a good that consumers are willing and able to 

buy at a given price, while supply maps the relationship between the quantity of a good 

that producers are willing and able to supply at a given price (DesJardins & Bell, 2006).

In relation to education, the students and their families are the consumers, institutions of 

higher education are the suppliers, education is the goods, and costs related to acquisition 

of the good are the price (DesJardins & Bell, 2006). The first law of demand states that as 

the price of a good increases, the quantity demanded declines, and, as the price decreases, 

the quantity demanded increases, all other things held constant (DesJardins et al., 2006). 

Whereas direct price-related factors such as tuition cause a movement along the demand 

curve, nonprice-related factors, such as change in technology, income, and salaries, lead 

to a shift of demand curve and new demand patterns (DesJardins et al., 2006; Paulsen & 

Smart, 2001).

The microeconomic branch of economics postulates that consumers are rational 

and always seek to maximize their well being, including making decisions to invest in 

education (DesJardins, 2002). In the case of higher education, students aim at enhancing 

their personal and economic social status (Lauer, 2002; Paulsen & Smart, 2001; van der 

Merwe, 2010). Investment in education is regarded as accumulation of human capital that 

comprise collective skills and attributes that enhance labor productivity and in turn lead 

to higher earnings (Sweetland, 1996; Voiculescu, 2009). Human capital theory postulates 

that in order to achieve maximum well being, students consider the different educational 

choices and pick the option that has most benefits and/or least costs (DesJardins & Bell, 

2006; DesJardins & Toutkoushian, 2005). Based on this assumption, the demand for
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higher education depends on the expected return to a particular level of education, e.g., 

high school, some college, or college degree (DesJardins & Toutkoushian, 2005; Fields, 

1974). Fields noted that the perception of utility maximization - overall satisfaction as a 

result of college education - varies by individual’s perception o f psychic benefits and the 

ability of an individual to incur direct costs of education.

According to Human Capital Theory, the decision to enroll for higher education 

depends purely on expected returns and the rate of return (Becker, 1964; Voiculescu, 

2009). Investors (students) compare the rate of return of education with other potential 

investments and will demand more higher education if the expected benefits from the 

investment outweigh the cost of acquiring the education (Psacharopoulos & Patrinos, 

2004). Research has persistently revealed (after controlling for gender, family 

background, and academic ability) positive and significant effects between students’ 

expected returns from higher education and decisions to invest in higher education 

(Botelho & Pinto, 2004; Hung, Chung, & Ho, 2000; Li & Min, 2001; Webbink & Hartog, 

2004).

However, Gilead (2009) cautioned that the rates of returns do not necessarily 

reflect students’ perceptions of cost-benefit analyses because they are often based on data 

provided by the government or other third parties as opposed to individual student 

college choice survey data. Similarly, van der Merwe (2010) contended that college 

choice decision can only be explained by acuities, hopes, and principles of individuals 

and that human behavior is too erratic and incompatible with perfect knowledge on which 

rational choice theory is grounded.
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Research findings on factors most influential in students’ college decision process 

are conflicting (Briggs & Wilson, 2007). For instance, Souter and Tuner (2002) argued 

that employment prospects, academic reputation, and quality of faculty are most 

important; Moogan and Baron (2003) reported location and distance from home as 

critical for college choice; and Cole and Thompson (1999) contended that influence of 

others such as parents, and social economic status are the main determinants of college 

education choice. DesJardins et al. (1998) and Briggs and Wilson (2007) emphasized that 

if institutions are to remain effective, policy makers must focus on potential students’ 

college choice behavior, especially student attributes, institutional factors, and labor 

market prospects. Briggs and Wilson contended that such emphases would ensure 

development of recruitment models with a good ‘fit’ between students and institutions.

Human Capital Theory 

Human Capital Theory analyses evolved from research in specialized areas of 

economics, such as labor economics, public sector economics, welfare economics, 

growth theory, and development economics (Blaug, 1970). Human Capital Theory is 

generally viewed as a branch of economics concerned with education due to its deep 

integr ation into the economics of education (Blaug, 1970; Mincer, 1974; Psacharopoulos, 

2000; Psacharopoulos & Patrinos 2004; Schultz, 1981). Douglass (1997) defined human 

capital as “the acquired energy, motivations, skills, and knowledge possessed by human 

beings that can be harnessed over a period of time to the task of producing goods and 

services” (p. 362). In contrast, Schultz (1993) broadly defined human capital, with 

respect to the firm, as an element critical in enhancing a firm’s assets and employees and 

ultimately raising productivity of the firm. Education is correlated with productivity and
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employers recognize this and consequently screen prospective employees and pay higher 

wages to more educated workers (Chevalier, Harmon, Walker, & Zhu, 2003; Graf, 2006).

Accumulation of human capital involves training, education, and other 

professional initiatives that promote the levels of knowledge, skills, abilities, values, and 

social assets of an employee (Marimuthu et al., 2009). Human capital is an essential input 

for organizations and is enhanced through continuous improvement of knowledge, skills, 

and abilities of employees (Rastogi, 2000). Figure 3 contains an illustration of the 

operation of Human Capital Theory and its underlying assumptions.
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Figure 3. A model of Human Capital Theory depicting main relations in Human Capital 
Theory and the core assumptions underlying the relationships. Adapted from 
Foundations o f Human Resource Development, by R. A. Swanson & E. F. Holton, III, 
2001, San Francisco, Berrett-Koehler.
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Relationship 1 represents the concept of production functions as applied to 

education and training based on the assumption that investment in education and trainings 

promotes learning. Relationship 2 depicts the association between learning or education 

and productivity and illustrates that learning harnesses individuals’ energy, motivations, 

skills, and knowledge, which leads to a more educated and productive citizenry. 

Relationship 3 demonstrates higher production efficiency and w'ages as a result of a more 

educated and productive citizenry.

Garavan, Morley, Gunnigle, and Collins (2001) claimed that Human Capital 

Theory dwells on two main components - individuals and organizations - and four 

attributes - flexibility and adaptability, enhancement of individual competencies, 

development of organizational competencies, individual employability. From a classical 

economic perspective, the theory regards labor as a good or commodity that can be traded 

in the market and which is subject to the economic forces o f demand and supply (Becker, 

1993; Kjelland, 2008; Lange, 2004). However, Marimuthu, Arokiasamy, and Ismael

(2009) maintained that, contrary to the traditional meaning of labor, human capital refers 

to the knowledge, expertise, and skill acquired through education and training and, hence, 

is an investment in human beings.

Human Capital Theory applies a cost-benefit analysis to college education choice, 

treating education as analogous to the purchase of any capital asset, to order to assess the 

profitability of investing in education (Lange, 2004; Marimuthu et al., 2009). Fabricant 

(1959) broadly defined human capital to include improvements in basic science, 

technology, business administration, and education and training, which all facilitate 

production activities. Human Capital Theory asserts that education enhances productivity
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and efficiency of workers and, hence, is important for individual and society social and 

capital development (Becker, 1964; Dale & Krueger, 2002; Olaniyan & Okemakinde, 

2008; Psacharopoulos & Woodhall, 1997; Schultz, 1971).

Development of Human Capital Theory

Although Human Capital Theory is attributed to Becker (1964), the theory had 

been evolving since 1776 (Sweetland, 1996) when Adam Smith argued that labor inputs 

include acquired and useful abilities of the inhabitants and that ability acquired through 

education always costs a real expense. Sweetland provided a timeline that included John 

Mill who claimed in 1848 that investment in education only benefited the recipient and 

not the nation. Alfred Marshall, in 1890, asserted that human abilities were agents of 

producing wealth, and li ving Fisher, in 1906, contended that wealth includes human 

beings and that the participation of human beings in production constituted capital that 

should be measured. Human capital explains disparities in personal incomes as years of 

work spent during training compensated through higher incomes and inter-occupational 

differentials attributable to differences in training (Chevalier & Conlon, 2003; Fang,

2006; Lange, 2004; Mincer, 1958, 1993).

Human capital efforts stemmed from pressure to explain a significant portion of 

the United States’ economic growth that was unaccounted for by conventional economic 

measures and a significant portion of personal income growth that was attributed to 

increased levels of education (Sweetland, 1996). The branch of education economics 

emerged prominently in the 1960s and is associated with the development of Human 

Capital Theory (Blaug, 1970; Mincer, 1974; Schultz, 1981; Teixeira, 2003; van der 

Merwe, 2011). Schultz (1963) and Olaniyan and Okemakinde (2008) asserted that
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schooling and advancement in knowledge contribute to economic growth. Denison 

(1962) employed an aggregate production model to explain the United States’ economic 

growth and attributed 0.67% of U.S. economic growth to education. Becker (1964) 

expanded on Denison’s model beyond total returns to estimate rate of return to 

investment in education as 13% of investment in education.

Becker (1960) studied differentials in personal incomes by comparing incomes of 

high school graduates to incomes of college graduates in the United States to determine if 

American college students’ quality (intelligence quotients and grades) could be improved 

(Ayeni, 2003; Garba, 2002; Sweetland, 1996). Becker maintained that future 

productivity, through training, comes with costs (time, foregone earnings, tuition, 

equipment, and other materials) that in turn limit demand. If these costs can be offset by 

earning differentials between income that the student would make by entering the labor 

market directly from high school and the income the student will make with a college 

degree, then pursuing a college education is worthwhile. Becker (1964) noted two key 

aspects in expected income: (a) the return to investment (amount of money) and (b) the 

rate of return to investment (recovery time). Voiculescu (2009) further contributed to the 

theory by pointing out that measurement of investment in human capital incorporates the 

foregone earnings (opportunity cost) and direct costs (such as tuition, books, and 

auxiliary expenses), and explains the decision to pursue college education or not narrows 

down to just two factors: time and money.

Based on the differentiation between return and rate of return, Becker (1964) 

developed a methodology that applied costs of education and economic returns on 

education investment in formulation of internal rate of return on the costs (Heller, 1997;



Sweetland, 1996). After controlling for an employee’s ability, Becker asserted that the 

rate of return from education and training would be more than 10%, with a lower bound 

of 12.5% and upper bound of 25% (Sweetland, 1996). Becker, however, acknowledged 

that investment in education has direct and indirect returns and hence, “it is not possible 

to make a precise statement concerning the extent of underinvestment in college 

education” (p. 354). Further, Becker observed that investment in education tends to 

improve an individual’s physical and mental abilities and consequently adds to one’s real 

income expectations. Schultz (1981), however, stated that education should be the prime 

human capital as it contributes to health, nutrition, and mental wellness of individuals.

Human Capital Theory gained momentum in the 1960s as economists sought an 

explanation for the rapid economic growth experienced by western economies following 

World War II (Gilead, 2009; Schultz, 1961). Schultz (1961) claimed that skills and 

knowledge are a form of capital, which he referred to as human capital, and asserted that 

education is a form of investment with economic benefits for individuals and society. 

Schultz partially attributed the rapid economic growth after World War II to increased 

investment in education and consequent economic benefits to society. Human Capital 

Theory was formally established and adopted by Becker in 1964 when he empirically 

established a rate of return from formal education and on-the-job training and the 

economic benefits of investment in human capital to individuals.

Application of Human Capital Theory

Education is regarded as a consumer and capital good as it yields benefits for the 

investor (Graf, 2006; Kjelland, 2008; Lange, 2004), and the skills or expertise acquired 

from training serve as inputs in the production processes of a firm that enhance the firm’s
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production activities (Ford, 2007; Olaniyan & Okemakinde, 2008; Vandenberghe, 1999). 

Human Capital Theory became the new criteria for determining social investment and 

returns after World War II (Sweetland, 1996). Earnings were based on level of education 

or years of schooling as a way of ensuring that the marginal social rate of return did not 

fall below returns on alternative investments (van der Merwe, 2011). The assimilation of 

Human Capital Theory by the World Bank and the Organization for Economic 

Cooperation and Development in the 1960s provided an extra boost for human capital 

theory (Gilead, 2009; Green et al., 2006).

The principle assertion of human capital is that the demand for higher education 

changes due to changes in the direct and indirect costs of higher education and expected 

earnings (Blaug, 1966; Gilead, 2009; Shin & Milton, 2006). Consequently, the demand 

for higher education is mainly stirred by expectation for employment, higher income, and 

job stability (Boateng & Ofori-Sarpong, 2002; Fang, 2006; Fields, 1974; Gilead, 2009). 

Other economic factors influencing demand for higher education include rate of return, 

cost of tuition, family income, financial aid, and proximity to institution of higher 

learning (van der Merwe, 2011; Voiculescu, 2009). Human Capital Theory asserts that 

students respond rationally when confronting college enrollment choice and aim at 

maximizing their rate of return (Becker, 1962; Shin & Milton, 2006).

The assumption that investors in education are rational is grounded in neoclassical 

economics, which asserts that people are rational utility maximizers (Friedman, 1953; 

Gilead, 2009). Therefore, as tuition in a given institution rises, enrollment will decline 

and as wage premium increases, so does enrollment as students seek to maximize their 

rate of return (Becker, 1962; Heller, 1997; Shin & Milton, 2006, 2008). The recipients of
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training experience a productivity enhancement that employers recognize and 

compensate. Therefore, the student’s enrollment decision is made based on the 

expectation for a large enough monetary payoff to offset the direct and indirect costs of 

career preparation (Lauer, 2002; Paulsen & Toutkoushian, 2008; Psacharopoulos & 

Patrinos, 2004; Voiculescu, 2009).

Proponents of Human Capital Theory (Freeman, 1975, 1971; Heller, 1997; 

McConnell & Brue, 1995; Paulsen & Pogue, 1988; Thurow, 1970) argued that the 

likelihood of a student enrolling in college based on the rate of return to the investment 

will be higher when (a) the income differential between high school graduates and 

university graduates is higher, (b) the direct costs of attending college are lower, (c) 

subsidies available to offset direct costs are higher, (d) the foregone earnings in pursuit of 

higher education are lower, (e) the present value attached to the dollar is lower, and (f) 

the income differentials based on student’s intended major field o f study is higher college 

graduates than for high school graduates. Freeman (1971), Paulsen and Pogue (1988), 

and Shin and Milton (2006) argued that students’ choices o f academic program majors 

and students’ propensities to attend college are sensitive to differential returns available 

in different fields.

Human Capital Theory and College Education Choice

Education investment decisions involve costs and benefits spread over a time 

period that includes both an investment phase, which covers duration of study, and payoff 

phase or recovery phase, which starts when the investor begins to experience returns to 

the investment (Fang, 2006; Voiculescu, 2009). The costs are broadly split into direct 

costs, such as tuition, books, board, and auxiliary services (Montgomery & Powell, 2006;
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Shin & Milton, 2006, 2008) and indirect or opportunity costs or foregone earnings 

accrued as a result of lower productivity and lost earnings during the training period 

(Chevalier & Conlon, 2003; Lauer, 2002; van der Merwe, 2010).

Human Capital Theory asserts that individuals weigh both the direct and indirect 

costs of obtaining a college education against the educational alternatives, such as 

pursuing employment (Lauer, 2002; Psacharopoulos & Patrinos, 2004). Some of the 

benefits of education include: (a) consumption benefits that assume the recipient will 

enjoy the learning process, (b) job security as education reduces the risk of 

unemployment, and (c) higher income due to the positive correlation of education 

attainment with disposable income and/or future earnings (Lauer, 2002; van der Merwe, 

2010). Van der Merwe argued that expected returns, and hence the ability to pay off 

costs, is a major determinant o f student’s college education choice decision, while 

Voiculescu (2009) qualified that the recovery of investment, the ability to pay off 

expenses and make some gains over the cost, depends on the magnitude of additional 

earnings following the investment in education and the duration of paying off the cost of 

investment.

According to Human Capital Theory, education renders the recipient more 

productive, and employers are persistently seeking individuals with enhanced 

productivity, especially skills relevant to the current needs of the economy (Becker, 1964; 

Olaniyan & Okemakinde, 2008; Vandenberghe, 1999; van der Merwe, 2010). Proponents 

of Human Capital Theory assert that students are reliably able to estimate their expected 

earnings and income differentials with minimal error (Dominitz & Manski, 1996; Fang, 

2006; Paulsen & Toutkoushian, 2008; Psacharopoulos & Patrinos, 2004) and that the
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students’ decisions to attend college, select a college to attend, pick a program of study, 

and to remain enrolled depend on the expected returns to the investment (Dale &

Krueger, 2002; Lauer, 2002; Paulsen & Smart, 2001; Psacharopoulos & Patrinos, 2004). 

Students weigh different investment options and the decision to pursue one alternative 

over the other is based on the expected returns over the expected costs associated with 

alternative venture (Billiot et al., 2004; Lauer, 2002).

Lauer (2002) and Voiculescu (2009) contended that an individual will only opt for 

university education if the end result -  a degree and career - maximizes his or her net 

utility (economic returns to education), however, if the additional costs of attending 

university outweigh the net benefits of earning a degree, then he or she will opt out. This 

implies that the lower the threshold (lower additional cost and higher additional returns 

per each additional dollar spent), the higher the likelihood of an individual enrolling for a 

college education (Lauer, 2002). Billiot et al. (2004) and Mincer (1993) noted that 

individuals consider the costs and benefits of attending college and the primary benefit is 

the expected increase in lifetime earnings over earnings without a degree. Voiculescu 

argued that the recovery of investment in education and perceived benefits is both time 

and money sensitive and contended that when the choice is right, the foregone benefits 

should be offset by accruing revenues from the choice. Becker (1964) referred to this as 

the rate of return to investment, in other words, the growth of money income accruing 

from obtaining a higher education and expertise and the duration necessary, at the 

expected income growth, to fully recover the investment costs (Voiculescu, 2009).

Voiculescu (2009) argued that the longer the period of repayment, the lesser the 

enjoyment of the benefits, the less lucrative the investment, all of which contribute to a
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lower probability of enrollment. Higher direct and indirect costs of education are likely to 

imply higher debt accruing from attending college and consequently lower probability of 

enrollment (Haynes, 2008). Gilead (2009) supported Smith and Powell (1990) work that 

emphasized the importance of students’ ability to forecast income expectations accurately 

in order for Human Capital Theory to reliably inform the demand for higher education. 

Critique of Human Capital Theory

Van der Merwe (2010) and Gilead (2009) contended that in addition to the 

economic factors, noneconomic factors, such as parents’ level o f education and students’ 

academic ability, perceptions, and beliefs play a role in the decision to invest in a college 

education. A student’s final enrollment decision depends on his or her perception of costs 

and benefits, as well as understanding of cultural capital - attitudes, expectations, and 

experiences - attained through social and family experiences. Such factors are important 

for students’ access to quality information necessary for accurate assessment of costs and 

benefits of investing in additional years of schooling (Gilead, 2009; Livingstone, 2004; 

Paulsen & St. John, 2002; Perna, 2004; Swartz, 1997). Bowen et al. (2008) concluded 

that socioeconomic status, students’ background, and parents’ education are influential 

factors of an individual’s education attainment.

Human Capital Theory accounts only partially for education investment decisions 

(Bourdie, 1977a, 1977b; Gilead, 2009). Bourdie observed that the theory does not address 

investors’ attitudes and preferences and ignores the interaction of costs and benefits with 

cultural aspects such as values, perceptions, access to information, and formative 

experiences. A student’s decision to enroll or not enroll for a college education based on 

a cost-benefit analysis may be dampened by his or her perception of risk, as well as
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cultural expectations (Diamond & Stiglitz, 1974; Ehrenberg, 1991; Eyerman, 2006;

Perna, 2004). Pema (2006) and Wright (2010) argued that investors in education have 

varying degrees of risk aversion regarding expected income and employment prospects.

Finally, Vandenberghe (1999) maintained that an economic analysis of education 

has demand and supply dimensions. Because human capital overlooks the supply aspects, 

such as institutions, faculty, and policy objectives, Vandenberghe reasoned that education 

policy should not be based on Human Capital Theory for theoretical and empirical 

reasons. Theoretically, Human Capital Theory assumes that institutions of higher learning 

are “passive and mechanically respond to their clients without constraints” 

(Vandenberghe, 1999, p. 130). However, supply of educational services is subject to 

information asymmetry about job market prospects, fees structure, academic program 

information; associated employment opportunities; government regulations and control; 

and institutional policies, such as admissions policies and academic offerings constraints 

(Gilead, 2009; Livingstone, 2004; Vandenberghe, 1999).

Vandenberghe (1999) argued that Human Capital Theory is “optimistic and 

promotes the idea that education is a very powerful individual and social lever” (p. 130). 

Income differentials result from more factors outside of education, such as experience, 

individual’s ability, and occupation (Green et al., 2006; Hanuskek, 1992). In contrast, 

Coleman et al. (1966) observed that educational attainment is positively correlated with 

an individual’s background.

Expected Earnings and College Choice 

Voiculescu (2009) argued that investment in education entails making choices at 

student, society, and state levels and such choices involve sacrificing or giving up



48

something else. For students, sacrifice may involve opting to enroll for studies full-time 

and forsaking employment, working only part-time (Lauer, 2002; Voiculescu, 2009) or 

part-time enrollment (Haynes, 2008, Zusman, 2005). Students’ enrollment decisions 

largely depend on whether the expected earnings upon graduation more than offset the 

direct costs (tuition, books, board) and indirect costs (foregone earnings) of schooling 

(Billiot et al., 2004). Although other factors, such as parental education and occupational 

position, may influence a student’s decision to enroll or not to enroll for college 

education, ultimately, “enrollment probability depends on labor market prospects 

expectations” (Lauer, 2002, p. 454). Billiot et al. confirm Mincer’s (1993) assertions that 

individuals consider the costs and benefits of attending college and the primary benefit is 

the expected increase in post-education lifetime earnings.

The recovery of investment depends on the magnitude of additional earnings 

following the investment in education and the duration of paying off the cost of 

investment (Voiculescu, 2009). Based on analyses of income differentials, Paulsen and 

Smart (2001) argued that education increases one’s productivity, which is positively 

associated with one’s life earnings. Lauer (2002) claimed that the cost effect (direct and 

indirect costs of education) and the net return (expected income net of expenses) operate 

in opposite directions. While the absolute level of expected income does not have a 

statistically significant influence on enrollment decisions, the expected wage premium 

upon graduation has a statistically significant influence on enrollment decisions (Lauer, 

2002; Paulsen, 1998).

Billiot et al. (2004) investigated sharp declines in the number of business degrees 

conferred (accounting, management information systems and finance) and concluded that
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a decline in the relative salaries of entry-level accountants, decreased academic 

preparedness of incoming first-year students, and the implementation of a 150-hour 

requirement for accountants were largely responsible for the 73.2% decline observed in 

the number of accounting baccalaureate degrees awarded between 1990 and 2002. Billiot 

et al. argued that the decline in expected salaries and longer program period raised the 

opportunity cost of pursuing an accounting degree. Billiot et al. also observed that a 1 % 

increase in the unemployment rate resulted in a 2.03% increase in first-time first-year 

student enrollments, due to lower opportunity cost as a result of high unemployment, and 

a 1% increase in the national wage led to a 3.23% increase in enrollments attributable to 

the increase in wage premium. They concluded that the supply of accounting graduates is 

positively related to expected salaries and negatively related to program duration, which 

is reversible depending on the magnitude of the pay difference.

Job security is an important factor in a student’s college enrollment decision. 

Lauer (2002) and Shin and Milton (2006) claimed that the absolute level of 

unemployment risk has a very strong impact on enrollment decisions, and students 

generally believe that college education significantly reduces unemployment risk. 

Students who perceive a high risk of unemployment, such as difficulties finding jobs or 

facing employment on a part-time basis upon graduation are less likely to enroll in 

college (Lauer, 2002). Shin and Milton (2008) asserted that students in high-earning 

majors, such as engineering, are more willing to pay higher tuition than those in low- 

earning majors, such as the humanities, because graduate engineers have a higher 

expectation of high returns or future earnings.
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Expected Earnings and Choice of Degree Major

Researchers consistently found that college major has a significant effect on 

future earnings, whether concerning starting salary (Carnevale et al., 2011) or expected 

future earnings (Carnevale et al., 2011). Carnevale et al. contended that the choice of 

undergraduate academic major is related to students’ future earnings. Findings of their 

study revealed that although college graduates make 84% more than high school 

graduates over their lifetimes, the returns to college education vary widely across majors. 

Therefore, although going to college is important, the choice of program is even more 

important for future earnings.

Carnevale et al. (2011) observed that counseling majors with a bachelors’ degree 

make on average $29,000 annually compared to $120,000 for petroleum engineering 

majors. Felton, Buhr, and Northey (1994) and Shin and Milton (2008) all maintained that 

the choice of a college major is dependent on several factors: availability of employment, 

earnings potential, and advancement opportunities. Shin and Milton (2008) asserted that 

expected lifetime earnings is an important factor in a student’s choice o f a program of 

study and noted students tend to base their choice of college major on availability of 

employment, earnings potential, and job satisfaction. Similarly, Albrecht and Sack (2000) 

revealed that students opt out of a major due to availability of more lucrative career 

majors, low starting salaries for current major, and program duration, among other 

factors.

Lowe and Simons (1997) studied the relative importance of 13 factors influencing 

the choice of business as a major and concluded that the most important criteria 

influencing the choice of major across all students majoring in business were future



earnings, career options, initial earnings, and ability or aptitude. Lowe and Simons noted 

that the influence of parents and teachers was minimal across majors, but factors varied 

within business majors. For example, accounting students were more sensitive to external 

factors such as long-term earnings, initial earnings, and career options; marketing majors 

considered the level of interest in the discipline; and management majors were more 

concerned about availability of self-employment opportunities. In an earlier study, Galotti 

and Kozberg (1987) observed that students chose majors based on their general interest in 

the major, academic ability to pursue the major, career opportunities associated with the 

major, and overall post-education career goals.

Direct Costs and College Education Choice 

Direct costs of going to college refer to the out-of-pocket expenses that a student 

incurs during the pursuit of college education (Paulsen & Smart, 2001). Costs include 

charges for tuition, books, and accommodations and multiple studies over 20 years have 

found that the likelihood of a student enrolling for college education increases as the 

direct costs of college decrease (Heller, 1997; Kane, 1999; Lauer, 2002; Shin & Milton, 

2008; Voiculescu, 2009).

Tuition as a Policy Tool

Policymakers and college administrators, since the 1970s, grappled with finding 

optimal means for filling budget deficits as college expenditures, such as faculty salaries, 

administrative costs, and technology and services increase faster than inflation (Connor & 

Rabovsky, 2011; Shin & Milton, 2008; St. John, 1992). Tuition and fees are often an 

attractive and easy-to-implement measure for filling the budget gap (Shin & Milton, 

2008). However, research indicates a negative correlation between tuition levels and the
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likelihood for college enrollment (Avery & Hoxby, 2004; Heller, 1999; Kane, 1999; 

McAnulty, 2009; Pema & Titus, 2004).

Despite this evidence, costs of attending college continue to rise (McAnulty,

2009; McCormick, Nunez, Shah, & Coy, 1999) and more and more students depend on 

financial aid from subsidized and nonsubsidized loans to pay for their education (The 

College Board, 2004; Haynes, 2008). High accumulated debt and reluctance to 

accumulate debt are likely to deter college persistence and/or enrollment (Millet, 2003). 

Recent trends of rising college education costs risk inhibiting realization of private 

(marketed and non-marketed) and social benefits of college education (Steinberg, Piraino, 

& Haveman, 2009).

Research indicates that as state budgets get tighter and allocations to higher 

education become more meager (Altbach, Berdahl, & Gumport, 2005; Conner & 

Rabovsky, 2011; Kench & Wallace, 2010; Romano, Losinger, & Millard, 2011; Zusman, 

2005) colleges are responding by raising tuition and adopting market-based approaches to 

operation (Altbach et al., 2005; Archibald & Feldman, 2006; Conner & Rabovsky, 201 1). 

Cheslock and Gianneschi (2008) observed that state appropriations per full-time student 

declined from $8,200 and $9,200 per full-time student in 1978 and 1987 respectively, to 

$6,800 per full-time student in 2004. Tuition increased in response to budget deficits as a 

result of the expenditure cuts. For instance, in 2007—2008, a college student attending a 

public 4-year in-state institution paid an average of $6,185 in tuition and fees compared 

to $4,022 in 1997-1998 and $2,699 in 1987-1988 (The College Board, 2007).
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Tuition and College Education Choice

The decision to enroll in an institution of higher learning depends on many 

factors, a key determinate of which is cost of program is a key determinant (Connor, 

Pearson, Pollard, Tyers, & Willison, 2001; Hu & Hossler, 2000; James, 1999; Larocque, 

2003; Shin & Milton 2006, 2008). Escalating costs of higher education are likely to push 

higher education away from the reach of the majority of high school graduates, especially 

students from low-socioeconomic backgrounds and minority groups (Cheslock & 

Gianneschi, 2008; Conner & Rabovsky, 2011; Johnstone, 2005; Rosenstone, 2004; Titus, 

2006; Zusman, 2005). Leslie and Brinkman (1987) calculated a 0.7 percentage point 

decrease in enrollment o f 18-24 year old students for every $100 increase in tuition, 

based on 1982-1983 constant prices, however, Savoca (1990) observed that a $100 

increase in tuition would lead to a 26% decline in enrollment. More recently, Hemelt and 

Marcotte (2011) calculated a 0.25% decline in enrollment for every $100 increase in 

tuition and fees, based on 2006 constant prices.

Heller (1997) noted that the effect of direct costs of education on enrollment 

differs by students’ social economic status, which was confirmed by several current 

studies that students from lower social economic status are more sensitive to tuition 

increases than are students from higher social economic status (Couturier, 2006; Hemelt 

& Marcotte (201 l)Romano et al., 2011; Steinberg, Piraino, & Haveman, 2009). Figure 4 

depicts sensitivity of enrollment to changes in tuition for wealthy (DW) and poor students 

(DP), an effect that has not differed from 1987 (Leslie &Brinkman) through 2008 (Shin 

& Milton. When the tuition increases from T1 to T2; the probability of enrollment for 

wealthy students declines from PI to P2, while the probability of enrollment for poor
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students declines from PI to P3. Research indicates that the conventional demand theory

DW

DP
T2

<u
C J

T1

P3 P2 PI

Probability o f Enrollment

Figure 4. Tuition sensitivity for poor and wealthy students. Heller, 1997.

assumptions hold true for enrollment responsiveness to tuition based on social economic 

status (Heller, 1997; Leslie & Brinkman, 1987; McPherson & Schapiro, 1994; Shin & 

Milton, 2008).

Shin and Milton (2008) explored the responses of students in different academic 

majors to tuition increase, particularly the relationship between tuition increase, college 

expenditures, and future earnings across majors of engineering, physics, biology, 

mathematics, business, and education. Shin and Milton defined tuition elasticity as the 

change in student enrollment caused by the change in tuition. They argued that when
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colleges increase the tuition for a particular academic program or student level according 

to the costs o f the program (or level o f student) without considering the students’ tuition 

elasticity, tuition revenue of the colleges is likely to decline due to students dropping out 

or moving into other programs. Tuition elasticity, broken down by academic major, was 

expanded to include costs beyond tuition and responsiveness based on graduates’ wage 

differentials.

Shin and Milton (2008) posited that the anticipated earnings of academic majors 

are critical in projecting the effects of tuition changes on enrollment. Specifically, they 

contended that disciplines in which students expect high rates of return are less sensitive 

to tuition level or tuition increase than those disciplines low expected rates of return. This 

hypothesis formed the basis of their findings that “students enrolled in academic 

disciplines with high rates of return are relatively less sensitive to tuition level or tuition 

increase than students in iow-retum disciplines” (Shin & Milton, 2008, p. 723).

Despite documented negative effects of tuition on enrollment, some researchers 

(Frenette, 2005; Heller, 1997, 1999; Middaugh, Graham, & Shahid, 2003) reported lack 

of association or statistically insignificant relationship between tuition changes and 

enrollment trends. Shin and Milton (2006) found that there is no statistically significant 

effect of tuition changes on enrollment and argued that the lack of a statistically 

significant effect could be attributed to differences in job opportunities and expected 

income, because these two variables influence the tuition elasticity and the 

responsiveness of enrollment to changes in tuition levels. Shin and Milton disagreed with 

Heller (1997) earlier assertions that tuition elasticity varies in response to changes in 

wage premium (foregone income while pursuing higher education), but confirmed Bryan
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and Whipple’s (1995) study that determined the variation in enrollment is dependent on 

the magnitude of tuition increase.

Quality of instruction and other institutional characteristics may mitigate the 

negative effects of increase in tuition (Behrman, Kletzer, McPherson, & Schapiro, 1992; 

Middaugh et al., 2003). Shin and Milton (2006) agreed with earlier studies that 

understanding the social and economic contexts that affect students’ tuition elasticity is 

important for tuition policies for institutions of higher learning to avoid losing students 

over tuition and also maximize tuition revenue when tuition inelasticity results in students 

responding to tuition increase with little or no decline in enrollment.

Summary

The literature contained different theories, models, and factors that influence 

college education choice. Early studies (Hossler et al., 1999; McDonough, 1997) found 

that students’ decisions to attend college fall broadly into social, psychological, 

economic, and sociological categories. Current social psychological studies explored the 

impact of academic program, campus social climate, cost, location, other people, and the 

student’s own ability assessment (Marimuthu et al., 2009; McAnulty, 2009; van der 

Merwe, 2010). The economic studies (Gilead, 2009; Kinzie et al., 2004; Malqwi et al., 

2005), on the other hand, explain the college attendance decision from a cost-benefit 

analysis perspective and assume that students aim at maximizing benefits, have perfect 

information, and are engaged in a process of rational choice. Finally, the sociological 

status attainment studies (Kinzie et al., 2004; Malqwi et al., 2005) assume that students 

consider the impact of education on their social status.
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DesJardins and Bell (2006) and van der Merwe (2010, 2011) determined that 

demand for college education is complex, as the decision to apply and eventually 

matriculate depends on a host of economic and noneconomic factors. Shin and Milton 

(2006) confirmed Heller’s (1997) earlier work that growth in wage premium accounts for 

the paradox of increasing enrollment as tuition increases, contrary to economics law of 

demand that asserts that as the price o f a good rises its demand declines.

The literature indicates no clear and undeniable relationship between direct and 

indirect costs of higher education and demand for college education. While the influence 

of social factors is decisive, the role of Human Capital Theory in informing higher 

education choices remains unclear (Gilead, 2009; Green et al., 2006; Lawson, 2006; 

Miljkovic, 2005; Vandenberghe, 1999). The economics of education has been the 

purview of professional economists and discussions of its philosophical underpinnings 

and relevance to education are rare (Gilead, 2009; Winch, 2002). Gilead (2009) asserted 

that educators view economics aims as illegitimate while economists limit the research to 

their area of expertise. Gilead observed that though education economics has been in 

existence since the 1960s, the “thinkers” have not been “particularly concerned with the 

specifics o f economics relationship to education” (p. 556). Consequently, there is an 

information gap because not much attention has been paid to the practicality of Human 

Capital Theory.

Past researchers focused on single aspects of Human Capital Theory (labor 

market prospects, tuition, and investors’ perception o f expected earnings) using national 

or institutional archival data but have not really examined the application of the theory to 

college choice at the individual student level (Graf, 2006; Heller, 1997, 1999; Lauer,



2002; Shin & Milton, 2006, 2008). Van der Merwe’s (2010) study using student and 

national data in South Africa focused on labor market prospects and not student 

application of the tenets of Human Capital Theory in college education choice decisions. 

Gilead (2009), on the other hand, studied the role of Human Capital Theory in guiding 

educational policy with relation to social cohesion. The next chapter includes a 

discussion of the research design, procedures, and analysis plan used to investigate 

whether students rate the tenets of Human Capital Theory as important for their college 

education enrollment decisions.



CHAPTER 3 

METHODOLOGY 

Individual student data to describe whether students consider human capital 

theory or any of its tenets important for their college enrollment decisions were collected 

using a quantitative approach. The study used descriptive statistics to summarize ratings 

by participants of the importance of tenets of human capital theory for their college 

enrollment decisions and Pearson correlation and One-way ANOVA to determine 

whether ratings differ by students’ demographic characteristics and program of study. 

This chapter contains the design, procedures, and data analyses plan.

Restatement of Purpose 

The study examined whether principles of Human Capital Theory are important 

considerations when making college enrollment decisions. The study also examined 

whether students’ demographic characteristics of age, gender, enrollment status, socio

economic status, and program of study are related to students’ ratings o f the importance 

of principles Human Capital Theory.

Research Design

This study was a quantitative descriptive study to examine the respondents’ 

ratings of the importance of the tenets of Human Capital Theory for making their college 

enrollment decisions. The description of rated importance o f the tenets of Human Capital 

Theory was indexed by the students’ mean ratings and the standard deviations o f their 

importance ratings for each of the tenets.
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In addition, the study used Pearson Correlation analysis to explore whether 

selected demographic variables o f gender, age, enrollment status, parents’ income, and 

students’ income were related to the rated importance of the tenets of human capital 

theory. The demographic variables were the independent variables for this purpose while 

the students’ ratings of the importance o f the principles of Human Capital Theory for 

college education choice were the dependent variables. Finally, one-way ANOYA was 

utilized to examine for differences in the rated importance of the tenets of Human Capital 

Theory between science and non-science majors. The Pearson correlations and One-way 

ANOVA described the relationships between the students’ demographic attributes and 

program of study and the ratings of the importance of tenets of human capital theory.

The demographic independent variables were chosen as plausible and readily 

available indices of student diversity. The independent variables included (a) gender, (b) 

age, (c) enrollment status (full time or part time), (d) parental annual income, (e) student 

annual income, (f) program of study (e.g., architecture), (g) science vs. non-science, and 

(h) enrollment in a typically “hard science” vs. a mostly “liberal arts” university.

The dependent variables were formed by first designing 22 questions, aligned 

with Human Capital Theory (Appendices A, B), to measure students’ perceptions o f the 

importance of seven theoretical tenets of agency, direct cost, indirect costs evaluation of 

feasible alternatives, lifetime income, direct benefits, and intangible benefits for college 

education choice. Participants were asked to rate the importance of the issues e.g., direct 

and indirect costs described by each of the 22 questions, from which seven dependent 

variable scale scores were created by averaging each student’s importance ratings o f the 

questions measuring each of the seven Human Capital Theory’s tenets.



The statistical significance of relationships between independent and the 

dependent variable scales was based on a  < 0.05 while the degree of relationship between 

each of the independent variables and each of the dependent variables was measured by 

either the Pearson correlation coefficient (r) or by the eta squared O). Pearson correlation 

was used for the dichotomous or continuous independent variables of gender, age, 

enrollment status (full time or part time), parental annual income, and student annual 

income. Eta squareds computed for One-way ANOVA were used to determine the effect 

sizes of relationships between the categorical independent variables of program of study 

(e.g., architecture), science vs. non-science major, and enrollment in a typically “hard 

science” vs. a mostly “liberal arts” university. The university with mostly ‘liberal arts’ 

programs and degrees was labeled University A while the typically ‘hard science’ 

university was labeled University B.

Population and Sample 

The target population consisted of traditional first-year undergraduate students in 

North American universities. This population is quite diverse by many indices, but 

sampling from this large population was beyond the scope of this study. To narrow the 

population, the researcher delimited the target populations from two universities in the 

southeast region of USA. To approximate the diversity likely in the ideal target 

population samples were selected two universities that varied by program of study and 

size. This intuitive sampling of two quite different universities was designed to 

approximate the diversity likely in the ideal target population.

Surveys were sent to all first-year students 18 or older enrolled in University A 

and University B. Sending surveys to the entire sampling frame was feasible by using the
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institutions’ registration records. The choice o f first-year students was appropriate as this 

researcher intended to build knowledge about how college students make the college 

application choices.

Site Selection

The sites chosen for this study were a large state university predominantly liberal 

arts (referred to as University A), and a medium size state university of technology 

(referred to as University B). Both universities are located and regionally accredited in 

the southeastern United States.

University A has an enrollment of over 20,000 students from over 100 countries 

and offers programs mainly in social sciences and humanities, with more than 80 

academic programs leading to bachelors, masters, and doctorate degrees. The 

undergraduate degree programs are in education, health, business, arts, sciences, and the 

humanities. University A prides itself on its diverse student population based on age, 

race, gender, and socioeconomic status, and an institutional mission grounded in 

provision of quality education to the students.

University B specializes in applied sciences and offers more than 50 academic 

programs leading to bachelors and masters degrees in sciences and technologies. The 

university has an enrollment of over 5,000 students from 36 states in the United States 

and over 60 countries. University B boasts of a learning community based on innovation 

that prepares students for leadership in an increasingly technological world.

The researcher contacted both universities by email to explain the research study 

and obtained written authorization from each of the universities’ administrators to 

conduct the investigation. The choice of two sites allowed for comparison of results



across diverse academic programs (Camvalle et al., 2011; Shin & Milton, 2008) and 

students of varying ages, gender, application status, and socioeconomic status (Heller, 

1999; Lauer, 2002; Pema, 2006). According to Holland’s (1997) Theory of Vocational 

Choice, “types beget types” (Duane, 2003, p. 26) and an individual’s identity, such as 

perceptions or goals, are related to choice of career. Zunker (2006) further asserted that 

human traits such as aptitudes, values, interests, personality, and self knowledge are 

important for career choice and development. Zunker observed that realistic people 

regard themselves as rational, practical, and generally prefer careers such as engineering 

and avoid social professions like teaching, counseling, nursing, while artistic people are 

generally unstructured, original, nonconforming, and innovative, and lean towards 

careers such as art, music, and education. The earlier study by Holland (1997) asserted 

that realistic people tend to be emotionally stable and are more likely to make college 

application decisions in conformance with economic principles than are artistic or social 

individuals.

Participants

At the time of the survey, University A had 2,200 first-year students 18 or older, 

comprised of 31% male and 69% female. The students were generally traditional college 

students of an average age of 19 years. The university did not allow students below the 

age of 18 years to participate in external studies conducted by individuals outside 

University A and for research not requested by University A, so any students below age 

18 were excluded from the sample. Participants were enrolled in six broad disciplines: 

arts, humanities, business, education, health and human sciences, and mathematics. The
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sample from University included full-time and part-time first-year students from diverse 

socioeconomic backgrounds.

Seven hundred and ninety-five (795) first-year students were enrolled at 

University B, of which 78% were male and 22% were female. The first-year students at 

University B were generally traditional college students of an average age of 19 years 

enrolled in five broad technical disciplines: architecture and construction management, 

computing and software engineering, engineering technology and management, 

engineering, and arts and sciences. The first-year students included both full-time and 

part-time students from diverse socioeconomic backgrounds.

Both universities had comparable academic admission requirements of a 

minimum high school GPA of 2.5, and SAT scores of 490 in critical reading and 460 in 

math for University A, and 500 in critical reading and 500 in math for University B.

Instrumentation

The survey data were collected using the instrument designed by the researcher 

and improved by the pilot study (Appendix A). The survey contained 37 items in three 

sections designed to collect students’ demographic information and data on college 

education enrollment decision-making process based on the tenets of human capital 

theory. The theory posits an individual is more likely to enroll for college admission 

when the expected magnitude of the earnings differential between a college and a high 

school graduate is higher (Freeman, 1976; Paulsen & Pogue, 1988; Paulsen & Smart, 

2001) when the direct costs of college are lower (Heller, 1997; Kane, 1999; Paulsen, 

1990); when the earnings foregone by students while attending college are lower (Kane, 

1999); when the student is more future oriented (McConnel & Brue, 1995; Thurow,
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1970); and when the earnings differential associated with student’s intended major is 

higher (Fiorito & Bauffenbach, 1982; Paulsen & Pogue, 1988). Bata in Table 1 

illustrates how the survey items were designed to match the research questions. Appendix 

B includes a table illustrating how the instrument is grounded in the literature.
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Table 1

Matching Research Questions with Specific Survey Items used to Collect Data

Research question Instrument items

Do students make college application decisions in accordance with 
principles of human capital theory?

6-27

Is the role of agencies such as parents and teachers important for 
students’ decisions to enroll for college education?

6, 7, 8, 9, 10

Is direct cost of college education important for students’ college 
application decisions?

13, 14,17, 18

Is indirect cost of college education important for students’ college 
application decisions?

15,16, 23

Do students think evaluation of feasible education alternatives is 
important in making college application decisions?

20, 23, 24, 26, 27

Is expected lifetime income important for students’ college 
application decision?

19,21,22, 23, 25, 
26, 27

How important are direct benefits o f college education for students’ 
college application decisions?

19, 20,21 ,22 , 24, 
27

How important are intangible benefits of college education for 
students’ college application decisions?

11, 12

Are demographic variables related to the importance of human 
capital theory for students’ college application decisions?

1-5

Do students enrolled in sciences make college application decisions 
in conformance with human capital theory than students not in 
sciences?

6-29
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Section 1

The demographics section of the questionnaire included items to collect data on 

age, gender, student’s enrollment status (part-time or full-time), and socioeconomic status 

(income for parents and students). Data reported for the demographic variables were used 

to examine for any relationships between students’ demographic attributes and ratings of 

importance of tenets of Human Capital Theory for college enrollment decisions.

Section 2

The second section of the survey contained 22 Likert-type questions using five- 

point scale Likert scale responses ranging from 1 (definitely unimportant) to 5 (definitely 

important) to rate the importance of items aligned to principles of Human Capital Theory 

for college enrollment decisions.

Section 3

The third section contained four dichotomous (yes/no) questions and six open 

ended questions to collect supplemental information, but, only two questions related to 

students’ program of study were used for data analysis.

Pilot Study

The survey instrument was designed to measure ratings of the importance of the 

seven tenets of Human Capital Theory and compare mean ratings with possible related 

demographic characteristics of the respondents and type of program of study. A pilot 

study was conducted to improve and confirm the content validity and face validity of the 

survey instrument. Prior to the pilot study, the instrument was reviewed by peers, 

administrators at the research sites (who reviewed the survey to ensure it was appropriate 

for administration to their students and not in violation with their institutions’ survey



policies), and research experts in a southeastern university. The administrators at the 

research sites suggested substitution of college education for higher education and 

housing for accommodation, terms more familiar to the students. The research experts 

proposed substitution of lifelong earnings for long-term income streams and provided 

technical advice to improve content clarity, attractiveness, and readability of the 

instrument.

The pilot survey was conducted with nine first-year student volunteers at a small 

southeastern Christian university. The group was comprised of five full-time and four 

part-time college students, eight whom were between ages of 18—23. One pilot study 

participant was between 30 and 39 years of age; six of were male and three were female. 

The nine students were asked to read the survey items aloud and explain their 

understanding of each question to the researcher. After discussion of terms used on the 

instrument, the participants then completed the survey, which took an average of 20 

minutes. At the end of the survey, participants were asked to complete four written 

questions that sought to gather insights about the readability, content clarity, and comfort 

level with the survey items. The participants indicated both verbally and in writing that 

the survey instrument was easy to read and understand, and they were comfortable 

responding to all items. The students’ verbal and written responses regarding the 

readability, content clarity, and comfort level were compatible with the intended research 

goal o f understanding students’ college education choice decision processes. A table of 

pilot study responses in Appendix D includes participants’ responses to the survey items 

as well as written responses on face and content validity of the instrument.
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Empirical Evidence 

Empirical evidence for the internal consistency of the rating scales was 

determined by calculating Cronbach’s alpha for each of the seven posited tenets of 

Human Capital Theory, based on students’ mean ratings o f the importance o f the Likert 

scale items used to define each tenet (Table 2).

Table 2

Means, Standard Deviations, and Cronbach Alphas o f  the Seven Theoretical Dependent 
Variables Based on First-Year Students ’ (N=188) Ratings o f  the Importance o f  the Likert 
Rating Items Grouped to Define the Variables

Theoretical Variable M SD a

Agency 3.69 0.71 0.65

Direct Costs 4.04 0.91 0.87

Indirect Costs 3.77 0.98 0.73

Feasible Alternatives 4.06 0.78 0.79

Lifetime Income 4.12 0.75 0.85

Direct Benefits 4.32 0.79 0.89

Indirect Benefits 3.56 0.97 0.34

The lower than acceptable Cronbach alpha for agency (a = 0.65) and indirect 

benefits (a = 0.34) prompted factor analysis of the 22 items to examine how students 

perceived human capital theory tenets. Schmitt (1996) suggests that although there is no 

rule of thumb on acceptable cut off, reliability above .70 is more desirable for internal 

consistency. As appropriate, the rating items were reclassified into new dependent 

variable scales ratings by the degree of their match to human capital theory tenets. The 

final rating scales defined the five dependent variables scales of feasible alternatives,
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direct and indirect costs, agency, direct benefits and availability of financial aid used in 

the study. The ratings of importance o f modified dependent variable scales were 

described by their means, standard deviations, Cronbach’s alpha reliabilities, and inter

correlations. The ratings are reported in chapter 4 of this study.

Research Questions and Hypotheses 

The research questions were formulated from the principles of Human Capital 

Theory. The overall research question was guided by seven sub-questions based on the 

seven theoretical tenets of Human Capital Theory - agent, direct costs, indirect costs, 

feasible alternatives, lifetime income, direct benefits, intangible benefits - Questions two 

and three investigated any relationships between the ratings of the importance of human 

capital theory to college enrollment decisions and the students’ demographic variables 

and type of program of study, respectively.

1. Do students make college education enrollment decisions in accordance with

principles of Human Capital Theory?

a. Do students rate the role of agencies as important for college education 

enrollment decisions?

b. Do students rate direct cost of college education as important for college 

education enrollment decisions?

c. Do students rate indirect cost of college education as important for college 

education enrollment decisions?

d. Do students rate evaluation of feasible education alternatives as important 

for college education enrollment decisions?
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e. Do students rate expected lifetime income as important for college 

education enrollment decisions?

f. Do students rate direct benefits of college education as important for 

college education enrollment decisions?

g. Do students rate intangible benefits of college education as important for 

college education enrollment decisions?

2. Are demographic variables related to the rated importance of tenets of Human 

Capital Theory for students’ college education enrollment decisions?

3. Are there differences in the ratings of tenets of Human Capital Theory for 

college education enrollment decisions between science and non-science 

majors?

The relationship of demographic variables to the importance ratings of tenets of 

Human Capital Theory for students’ college education enrollment decisions is stated in 

the null form with alternative hypotheses for each demographic variable. Participants 

were requested to select their age bracket and the responses were analyzed using Pearson 

Correlation to determine if a statistically significant relationship existed between age and 

the ratings of importance of tenets of Human Capital Theory for college enrollment 

decisions.

Hoage: There is no statistically significant relationship between age and rated

importance of principles of human capital theory for college enrollment decisions.

HaI: There is a statistically significant relationship between age and rated

importance of role of agencies for college enrollment decisions.
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Ha2: There is a statistically significant relationship between age and rated

importance of direct cost for college enrollment decisions.

Ha3: There is a statistically significant relationship between age and rated 

importance of indirect cost for college enrollment decisions.

Ha4: There is a statistically significant relationship between age and rated 

importance of feasible education alternatives for college enrollment decisions. 

Ha5: There is a statistically significant relationship between age and rated 

importance of expected lifetime income for college enrollment decisions.

Ha6: There is a statistically significant relationship between age and rated 

importance of direct benefits of college education for college enrollment 

decisions.

Ha7: There is a statistically significant relationship between age and rated 

importance of intangible benefits of college education for college enrollment 

decisions.

Participants were requested to indicate their gender and the responses were 

analyzed using Pearson correlation to determine if a statistically significant relationship 

existed between gender and the ratings of importance of tenets of human capital theory 

for college enrollment decisions.

Hogender: There is no statistically significant relationship between gender and 

rated importance of principles of human capital theory for college enrollment 

decisions.

Ha 1: There is a statistically significant relationship between gender and rated 

importance of role of agency for college enrollment decisions.
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Ha2: There is a statistically significant relationship between gender and rated

importance of direct cost for college enrollment decisions.

Ha3: There is a statistically significant relationship between gender and rated 

importance of indirect cost for college enrollment decisions.

Ha4: There is a statistically significant relationship between gender and rated 

importance of feasible education alternatives for college enrollment decisions. 

Ha5: There is a statistically significant relationship between gender and rated 

importance of expected lifetime income for college enrollment decisions.

Ha6: There is a statistically significant relationship between gender and rated 

importance of direct benefits of college education for college enrollment 

decisions.

Ha7: There is a statistically significant relationship between gender and rated 

importance of intangible benefits of college education for college enrollment 

decisions.

Participants were requested to indicate their socioeconomic status and the 

responses were analyzed using Pearson correlation to determine if a statistically 

significant relationship existed between socioeconomic status and the importance ratings 

of the tenets of human capital theory for college enrollment decisions.

HoSES: There is no statistically significant relationship between socioeconomic 

status and rated importance of principles of human capital theory for college 

enrollment decisions.

Ha 1: There is a statistically significant relationship between socioeconomic status 

and rated importance of role of agency for college enrollment decisions.



Ha2: There is a statistically significant relationship between socioeconomic status

and rated importance of direct cost for college enrollment decisions.

Ha3: There is a statistically significant relationship between socioeconomic status 

and rated importance of indirect cost for college enrollment decisions.

Ha4: There is a statistically significant relationship between socioeconomic status 

and rated importance of feasible education alternatives for college enrollment 

decisions.

Ha5: There is a statistically significant relationship between socioeconomic status 

and rated importance of expected lifetime income for college enrollment 

decisions.

Ha6: There is a statistically significant relationship between socioeconomic status 

and rated importance of direct benefits of college education for college enrollment 

decisions.

Ha7: There is a statistically significant relationship between socioeconomic status 

and rated importance of intangible benefits of college education for college 

enrollment decisions.

Participants were asked to indicate their enrollment status and the responses were 

analyzed using Pearson correlation coefficient to determine if a statistically significant 

relationship existed between application status and the importance ratings of the tenets of 

human capital theory for college enrollment decisions.

HoES: There is no statistically significant relationship between enrollment status 

and rated importance of principles of human capital theory for college enrollment 

decisions.
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Ha1: There is a statistically significant relationship between enrollment status and

rated importance of role of agency for college enrollment decisions.

Ha2: There is a statistically significant relationship between enrollment status and 

rated importance of direct cost for college enrollment decisions.

Ha3: There is a statistically significant relationship between enrollment status and 

rated importance of indirect cost for college enrollment decisions.

Ha4: There is a statistically significant relationship between enrollment status and 

rated importance of feasible education alternatives for college enrollment 

decisions.

Ha5: There is a statistically significant relationship between enrollment status and 

rated importance of expected lifetime income for college enrollment decisions. 

Ha6: There is a statistically significant relationship between enrollment status and 

rated importance of direct benefits of college education for college enrollment 

decisions.

Ha7: There is a statistically significant relationship between enrollment status and 

rated importance of intangible benefits of college education for college enrollment 

decisions.

Participants were asked to indicate their program of study and the responses were 

analyzed using One-way ANOVA to determine if a statistically significant relationship 

existed between type of program of study and the ratings of importance of tenets of 

human capital theory for college application decisions.



HoSMAJ: There is no statistically significant relationship between type of

program of study and rated importance o f principles of human capital theory for

college enrollment decisions.

Ha 1: There is a statistically significant relationship between type of program of 

study and rated importance of role of agency for college enrollment decisions. 

Ha2: There is a statistically significant relationship between type of program of 

study and rated importance of direct cost for college enrollment decisions.

Ha3: There is a statistically significant relationship between type of program of 

study and rated importance of indirect cost for college enrollment decisions.

Ha4: There is a statistically significant relationship between type of program of 

study and rated importance of feasible education alternatives for college 

enrollment decisions.

Ha5: There is a statistically significant relationship between type of program of 

study and rated importance of expected lifetime income for college enrollment 

decisions.

Ha6: There is a statistically significant relationship between type of program of 

study and rated importance of direct benefits of college education for college 

enrollment decisions.

Ha7: There is a statistically significant relationship between type of program of 

study and rated importance of intangible benefits of college education for college 

enrollment decisions.
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Data Collection

Data for this study were collected using a web survey designed by the researcher 

and improved by pilot study. Mercer University’s Office o f Institutional Research 

uploaded the survey into Survey Monkey, created a live link to the survey, and sent the 

link to the researcher by email. The researcher then sent an email that contained the 

survey link and a consent letter that explained to the participants their participation rights 

(Appendix G) to designated administrators at Universities A and B. The designated 

administrators administered the survey via email to their 2012 first-year students, 18 or 

older.

The survey was sent to all first-year students, 2,200 students and 795 students at 

Universities A and B respectively, enrolled in 2012. The survey was administered by 

respective university administrators over 4-week period, with weekly reminders built into 

the institutions’ assessment mechanisms. The researcher received the responses from the 

survey via Survey Monkey in a spreadsheet that contained no student identification data, 

and then exported the data to an Excel spread sheet for data organization and coding 

before importing to SPSS for analysis.

Institutional Review Board Approvals

The researcher completed application for Mercer University Institutional Review 

Board (IRB) approval to conduct the research (Appendix E) which included the consent 

letter to precede the online survey that explained to the participants their participation 

rights (Appendix G). The letter informed participants of voluntary participation and the 

right to opt out should they change their mind about participation or feel uncomfortable 

about the questions. Participants also were informed that they would not be compensated
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for participation and their primary benefit lay in participating in and contributing to a 

study that might inform recruitment, admission, and tuition policies.

The researcher contacted personnel responsible for institutional research at 

Universities A and B and both institutions agreed to accept M ercer’s IRB approval and 

waived requirement of additional approval from their institutions’ offices o f research 

compliance. Both institutions provided the researcher with written authorization to 

conduct investigation at their institutions (Appendix F).

Privacy

The survey (Appendix A) was authorized by the administration at both sites. 

Information received from the respondents did not include any student identifying 

information. Both institutions required the researcher, through Mercer University, to send 

the survey link to designated persons at Universities A and B, who in turn sent the link to 

first-year students enrolled at their institutions. This requirement was in an effort to 

protect students’ privacy and contact information. The researcher did not have any direct 

contact with participants and only received a spreadsheet with participants’ responses to 

the survey items, with no identifying information.

Confidentiality

The data collected from participants was confidential and used only for the 

purpose o f this research. The data were stored in the researcher’s personal computer, 

protected with a password created by the researcher, and were not printed or shared with 

any other parties. After the dissertation process is complete, the data will be stored for a 

maximum of 3 years, after which all surveys and responses data will be deleted from the 

researcher’s personal computer.
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Response Rate

The research sites encouraged their students to respond by weekly email 

reminders. Data collection closed at the end of 4 weeks. The researcher anticipated the 

survey administration would result in a high response rate, but response rates often are 

unpredictable (Cook, Fred, & Russel, 2000). In order to maximize response rate, the 

researcher communicated with the designated administrators at Universities A and B via 

email and telephone to ensure that non-respondents received weekly reminders to 

complete the survey. Ogier (2005) observed the importance of reminders as a remedy for 

low response rates associated with online surveys.

At the end of four weeks, 209 students responded for an overall response rate of 

6.98%. Fan and Zheng (2010) observed that although online surveys have a short 

turnaround time, they are impersonal and characterized by low response rate, 

representativeness issues, and technological uncertainties. Fan and Zhen alleged that 

online surveys’ response rates have a large range spanning from 6% to 75%, and usually 

generate lower response rates than paper and pencil or interview surveys.

Data Analysis

Disaggregated individual participant responses from the two institutions were 

downloaded from the appropriate Survey Monkey website into a spreadsheet. The data 

were analyzed using descriptive statistics, Pearson correlation and One-way ANOVA. In 

the first phase, the responses to the 22 Human Capital Theory statements were grouped 

by research question (Appendix C) to compute seven dependent variable scales of 

agency, direct cost, indirect cost, expected lifetime earnings, feasible alternatives, direct 

benefits, and intangible benefits). The internal consistency reliabilities of the seven
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dependent variable scales were computed, and respective Cronbach alphas reported 

(Table 2). Factor analysis was used to empirically group the rating items for further 

analysis to determine how well the Likert scale rating items described the dependent 

variable scales.

As appropriate, the rating items were regrouped to match each of the human 

capital tenets. Maximum likelihood extraction method was employed to determine factor 

loadings for each scale, and Orthogonal rotation (Varimax) conducted to maximize high 

loadings and minimize low loadings. The Orthogonal rotation revealed that the Likert 

scale rating items clustered into five scales by combining and splitting the theoretical 

tenets of Human Capital Theory. Specifically, direct and indirect costs were grouped 

together, lifetime income combined with feasible education alternatives, financial aid 

separated from direct costs, and intangible benefits split between feasible alternatives 

(longterm academic plans) and agency (social acceptance).

Participants’ ratings o f the importance of the five modified dependent variable 

scales of feasible education alternatives, agency, direct and indirect costs, direct benefits, 

and financial aid were then analyzed using descriptive statistics to determine the 

respondents’ ratings of the importance of principles of Human Capital Theory for college 

enrollment decisions. Typical students’ ratings o f the importance o f tenets of Human 

Capital Theory for college enrollment decisions for each tenet were described using 

means and standards deviations.

The second phase of data analyses involved Pearson correlation analysis to 

investigate relationships, if any, between students’ demographic attributes (age, gender, 

enrollment status, parents’ income, student’s income) and the ratings of the importance of



the dependent variable scales for college education enrollment decisions. Finally, One

way ANOVA was utilized to examine if science and non-science differed in the ratings of 

importance of the dependent variable scales for college education choices. The program 

of study responses were grouped by 11 broad academic programs offered at Universities 

A and B and then grouped into two broad categories, science and non-science.

The Likert rating items and students’ demographic characteristics were treated as 

continuous while program of study, type of program of study, and type of university were 

treated as categorical variables for data analyses. Pasta (2009) claims that treating 

categorical or ordinal variables as continuous is worthwhile because it enhances ability to 

understand how linear a relationship is, and brings out relationships that would otherwise 

be overlooked. Pasta notes that as long as binary, ordinal or categorical data are properly 

ordered with respect to each other e.g., creating dummy variables and coding in the 

correct monotonic order, they can be treated as continuous for statistical analyses.

Reporting Results

The findings for this study were reported by order of the research questions. 

Results of students’ ratings o f importance o f tenets o f Human Capital Theory for college 

education choice were reported in tables of means and standard deviations, and included 

the Cronbach alphas for internal reliability consistency of each scale. Any scale with a 

mean rating of 4.0 and above was determined important for college education enrollment 

decisions, any scale with a mean rating between 3 and 4 was defined as neutral, and any 

scale below 3 was interpreted as unimportant for college education choice decisions. 

Carifio and Perla (2007) argued that it is not possible to measure how many units a label 

on a Likert scale represents and concluded that, “logically, someone who is positive
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about the attitude object should agree with the positive statements and disagree with the 

negative ones” (p. 113). In this study, 4 represented agree while 2 represented disagree.

The results o f relationships between students’ demographic characteristics and 

ratings of importance of tenets of Human Capital Theory for college education 

enrollment decisions were reported using Pearson correlation coefficients (r). Any 

relationship coefficient with p < 0.05 was interpreted as statistically significant.

The results of comparisons of ratings of importance of tenets of Human Capital 

Theory between science and non-science majors were reported in ANOVA tables that 

included mean ratings and standard deviation for both science and non-science majors, 

the F-statistics, statistical significance (p), and effect size (eta squared). The F-statistic 

was reported for statistical significance, and any F- statistic with p < 0.05 was interpreted 

as a statistically significant relationship. The use of eta squared for ANOVA results 

allowed for comparison between Pearson correlations and ANOVA analyses.

Summary

This study employed a quantitative approach to investigate whether students made 

college enrollment decisions in accordance with tenets of Human Capital Theory. The 

study used a researcher designed survey instrument to collect data on the role of agencies 

such as parents, and teachers, the importance of direct (tuition, books) and indirect (living 

expenses, foregone earnings) costs, the importance of direct benefits (job opportunities, 

income), the importance of availability of education alternatives (employment vs. college 

education), and, the importance of availability o f financial aid for college education 

enrollment decisions of student participants.



Authorization to conduct the research was obtained from Mercer University’s 

Office of Institutional Research, and was accepted by appropriate administrators at both 

research sites. Descriptive statistics, Pearson correlation, and one-way ANOVA were 

used to analyze the data. Means and standard deviations o f participants’ ratings of 

importance of tenets of human capital theory for college education enrollment decisions 

were computed. Reliability analysis was conducted to determine the internal consistency 

of the Likert rating items and the dependent variable scales. Factor analysis was 

conducted on the Likert rating items to determine how well the Likert rating items 

described the tenets of Human Capital Theory. Finally, squared Pearson correlations and 

eta squareds were calculated to examine to degree of relationships between the 

independent variables (student demographics and program of study) and tenets of Human 

Capital Theory. Chapter 4 presents comprehensive results of data analyses.



CHAPTER 4 

RESULTS

College education choices made by individuals are among the earliest and most 

critical of non-obligatory decisions that mark transitions from secondary to post

secondary education, and in most instances, transitions of adolescents from childhood to 

early adulthood (Hossler, Schmit, & Vesper, 1999; Kinzie et al., 2004). College 

education decisions in the United States have become progressively more complex during 

the last 30 years (Kinzie et al., 2004; Niu & Tienda, 2008) because higher education has 

transformed in many ways (Kinzie et al., 2004), the environment has become competitive 

(Kitcharoen, 2004), and institutions have to compete for students in the recruitment 

markets (Kinzie et al., 2004; Somers et al., 2006). Studies on the post-secondary 

education decision process employ economic, sociologic, or a combination of the two 

theoretical frameworks to examine factors of college education choices (Somers et al., 

2006; Walter, Abrahamson, & Lyons, 2009). Human Capital Theory, which is based on 

cost-benefit analysis, has been the dominant economic framework guiding education 

policy decisions since the 1960s (Gilead, 2009; Van der Merwe, 2010, 2011). However, 

the relationship between expected benefits and the decision to enroll for college 

education remains ambiguous (Kinzie et al., 2004; van der Merwe, 2010).

The purpose of this study was to examine how students rate the importance of the 

principles of Human Capital Theory for their college enrollment choice process. The 

researcher employed a quantitative methodology to conduct the study. An instrument

84
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designed by the researcher, based on tenets of Human Capital Theory, and 

improved by a pilot study was utilized to ask participants to rate the importance of 

principles Human Capital Theory for their college enrollment decisions. The research 

questions, participants’ demographic characteristics, and results o f data analyses are 

presented in this chapter.

Research Questions

The general research question guiding this study was whether students make 

college enrollment decisions in accordance with seven tenets of Human Capital Theory. 

Data were gathered on how the students rated the importance of each of the seven tenets 

of Human Capital Theory on their decisions to enroll for college enrollment. The survey 

asked the participants to rate the importance of:

1. The role of agencies (alternative decision makers),

2. Direct cost of college,

3. Indirect cost of college,

4. Feasible education alternatives,

5. Expected lifetime income,

6. Direct benefits, and

7. Intangible benefits on their enrollment decisions.

Second, the researcher tested specific statistical hypotheses on the possible 

relationships of demographic variables to the participants’ ratings o f the importance o f 

principles of Human Capital Theory for college enrollment decisions. The demographic 

variables selected for analysis included gender, age, enrollment status (full or part time), 

parental income, student income, program of study, science versus non-science major,
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and university emphasis (“hard science” versus “liberal arts”). The combination o f these 

eight demographics variables with the theoretical seven dependent variable scales 

produced 56 statistical hypotheses to be tested.

Response Rates

Participants for this study had to be at least 18 years old in order to participate in a 

web survey, a requirement by both the research sites and Mercer University Office of 

Institutional Research. The research sites filtered their databases to ensure that the survey 

was only sent to students who met the age criteria. University A, a liberal arts institution, 

sent out 2,200 surveys and University B, a hard science institution, sent out 795 surveys, 

for a total sampling frame of 2,995. Two-hundred and nine (209) students responded, for 

an overall response rate of 6.98%. Of the 209 responses received, 104 (49.76%) were 

from University A and 73 (34.93%) were from University B. Thirty two respondents did 

not indicate their institutions, program of study, or type of program and were therefore, 

not included in the analysis of differences in how science and non-science majors make 

college enrollment decisions. “

Of the 209 surveys received, 21 respondents completed only the demographic 

section of the survey and were therefore, eliminated from further analysis. The data from 

the remaining 188 respondents who completed both the demographic section and the 

Likert rating items were used to calculate the ratings of importance of principles of 

Human Capital Theory for college education enrollment decisions.

Respondents’ Demographics 

Participants were asked to indicate demographic characteristics of age, gender, 

enrollment status, parents’ income, and students’ incorrfe (Appendix A). Nearly all



participants were enrolled full time (95.2%) and within the 18-22 (98.6%) age category. 

Although the parents’ household incomes were distributed across all income categories, 

the majority (86.6%) of students reported that their own household incomes were below 

$40,000 per annum. Table 3 provides detailed demographic characteristics of the 

respondents.

Table 3

Demographic Characteristics o f the Participants (N=209) by Gender, Age, Enrollment 
Status, Parents ’ Income, and Students ‘ Income

Characteristic n %

Gender
Male 95 45.5
Female 114 54.5

Age
18-22 206 98.6
23-24 1 0.5
25-30 2 1.0

Enrollment Status
Full Time 199 95.2
Part-time 10 4.8

Parents’ Income
$120,000 and above 39 18.7
$80,000-$119,999 49 23.4
$60,000 - $79,999 38 18.2

$40,000 - $59,999 43 20.6
$39,999 and below 34 16.3

Student’s Income
$120,000 and above 12 5.7
$80,000-$119,999 4 1.9
$60,000 - $79,999 3 1.4
$40,000 - $59,999 3 1.4
$39,999 and below 181 86.6
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Dependent and Independent Variables 

This study included five dependent variables (Feasible alternatives, agency, direct 

and indirect costs, direct benefits, availability of financial aid), five continuous 

independent variables (age, gender, parents’ income, students’ income, enrollment 

status), and three categorical independent variables (program of study, type of program of 

study, and university’s emphasis).

Categorical Variables

Program of study (e.g., architecture), science versus non-science major, and 

enrollment in a typically “hard science” versus a mostly “liberal arts” university were 

considered categorical for data analysis purposes. Table 4 describes the programs of 

study (majors) of the student respondents. The respondents’ were enrolled in a wide 

range of majors which were grouped into 11 categories for analysis, based on program 

offerings at the research sites and program classification indicated in the institutional 

catalogs. The majors were highly diverse and the probability that any randomly chosen 

pair of students would have different majors was .90. Four participants (1.9%) did not 

declare their majors, while 28 participants skipped the question. Among those who 

responded to the question of program of study, the plurality (13.9%) were taking 

computing and software engineering and only 1.9% and 1.4%, respectively were taking 

arts and mathematics.
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Table 4

Participants’ (N  =209) Reported Program o f Study Grouped by Eleven Broad Academic 
Programs Offered at University A  and University B

Program of Study n %

Architecture and Construction Management 11 5.3

Computing and Software Engineering 29 13.9

Engineering Technology and Management 6 2.9

Engineering 27 12.9

Arts 4 1.9

Sciences 20 9.6

Humanities 23 11.0

Business 22 10.5

Education 7 3.3

Health and Human Sciences 25 12.0

Mathematics 3 1.4

Undeclared 4 1.9

Missing data 28 13.4

Table 5 describes academic major type separated by science versus non-science 

major, and the university type using descriptors of “hard science” University and mostly 

“liberal arts” University. The participants’ majors tended to be mostly in science 

programs (57.9%), majority of the respondents (49.8%) were enrolled in the university 

which emphasized arts and humanities compared to 34.9% enrolled in the university 

which emphasized hard sciences.
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Table 5

Percentages o f Participants’ (N= 209) Reported by Type o f  Program o f Study and Type 
o f University

Variable n %

Major Type

Science 121 57.9

Non-Science 56 26.8

Undeclared 4 1.9

Missing data 28 13.4

University Type

Hard Science 73 34.9

Liberal Arts and Humanities 104 49.8

No Response 32 13.9

Continuous Variables

The continuous independent variables for this study were age, gender, enrollment 

status, parents’ income, students’ income, and the dependent variables derived from the 

Likert rating items. Some coding of the variables was necessary for analysis and 

interpretation of the data. For data analyses, zero was assigned to represent male and one 

for female status. Prior to analysis of data, parental income and student income categories 

were assigned numerical codes of 1 through 5 so that an increasing number in each 

instance indicates higher annual income. That is, 5 = $120,000 or more per year, 4 = 

$80,000 to $119,999 per year, 3 = $60,000 to $79,999, 2 = $40,000 to $59,999, and 1 =



$39,999 or less per year. Finally, enrollment status was coded so that code zero means

part time and a code of one means full time.

College Enrollment Decisions

Research Question 1: Do students make college education enrollment decisions in 

accordance with principles o f  Human Capital Theory ? This question focused on the 

importance of tenets of Human Capital Theory for students’ college education enrollment 

decisions. A researcher designed survey comprising of 22 Likert rating items grounded in 

Human Capital Theory was utilized to examine how the students rated the importance of 

the tenets of Human Capital Theory for college enrollment choice. Five possible 

responses to the survey items ranged, from 1, definitely unimportant, to 5, definitely 

important, as described in table 6. The Likert rating items were treated as continuous 

variables for the purpose of data analysis.

The data were screened for missing values using the missing value column in 

SPSS and discrete missing value (0) assigned. Exploratory analyses and proof reading 

were conducted to identify errors and/ or inconsistencies, such as impossible or unlikely 

values (for example, greater than 5 or less than 1). The overall mean ratings, and so the 

rated importance of the tenets of Human Capital Theory, were calculated using all 22 

Likert rating items (Table 6).
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Table 6

Means and Standard Deviations o f  Participants ’ (N -188) Ratings on a Scale o f 1-5 o f  
the Importance o f Influences on Decisions to Enroll fo r  College Education

Influence n M SD

Personal opinion/input 188 4.59 0.77
Parental 187 4.05 1.02
Friends/ Peer 188 3.16 1.26
Mentor 186 3.38 1.18
High school teacher(s) 188 3.26 1.23
Social acceptance 184 3.05 1.36
Long-term academic plans such as graduate school 187 4.03 1.11
Cost of tuition 186 4.23 1.09
Cost of books 187 3.45 1.28
Cost of housing 187 3.73 1.29
Living expenses such as food, transportation, and utilities 188 3.89 1.23
Availability of financial aid 187 4.36 1.06
Availability of merit scholarship 185 4.09 1.13
Job opportunities after graduation 187 4.65 0.71
Expected starting salary after graduation 186 4.15 1.09
Expected income after graduation 188 4.19 1.07
Expected life-long earnings 187 4.23 1.04
Amount of foregone earnings/ income while pursuing college 
education

187 3.69 1.13

The difference in earnings between high school graduates and 
college graduates

188 4.28 0.99

Expected income vs. cost of attending college 187 3.95 1.07
The length of time it will take to recover the expenses 
incurred while attending college

186 3.78 1.13

Job security 187 4.39 0.94
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Factor analysis was conducted to determine how well the rating items described 

the dependent variables and to establish dependent variables grounded in Human Capital 

Theory as reflected in students’ ratings of importance of the variables for college 

enrollment choice (Table 7). A scree plot was employed to determine the number of 

variables describing the data and the total variance attributable to each scale (Table 7). 

Maximum likelihood extraction method was employed to determine factor loadings for 

each variable. Orthogonal rotation (Varimax) was then conducted to maximize high 

loading and minimize low loadings.

Gorsuch (1990) asserts that rotation simplifies the structure of analysis by 

providing a clear sign how each rating variable correlates with each scale. Gorsuch notes 

that any rating variable that correlates with a scale by less than . 1 does not belong with 

that scale. Table 7 contains the results of the factor analysis. The matrix (Table 7) 

indicates how each Likert rating factor correlates with each of the five new scales. All 

rating variables clustered to define the new scales correlate with the corresponding 

rotated factor by at least .3.

The factor analyses resulted in clustering of the Likert scale rating items into five 

dependent scales (evaluation of feasible education alternatives, direct and indirect costs, 

agent, direct benefits, and availability of financial aid). Direct and indirect costs were 

grouped into one variable, short-term expected direct benefits (salary and income 

variables) were grouped into one direct benefits scale, and long-term direct benefits 

(expected life term earnings) were grouped under the evaluation of feasible alternatives 

scale.
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Table 7

Factor Analysis o f the Likert Rating Items in Each Survey Question (Q) Based on 
Participants ’ (N—188) Responses on the Importance o f  the Factors fo r  College 
Enrollment Choice

Rating Item

Evaluation of 
Feasible 

Alternatives

Direct
and

Indirect
Costs Agency

Direct
Benefits

Availability 
o f Financial 

Aid

Amount o f  foregone earnings
.76 .05 .05 .13 .09

Difference in earnings between high 
school graduates and college 
graduates

.73 .24 .04 .12 .04

Length o f  time it will take to recover 
expenses incurred while attending 
college

.61 -.03 .26 .25 -.02

Long-term Academic Plans .60 .08 .20 .48 -.03
Expected Lifelong Earnings .55 .31 .04 .13 .12
Job Opportunities after graduation .49 .23 .04 .24 .22
Personal Opinion/Input .47 -.06 .07 .30 .07
Expected income versus costs of 
attending

3 7 .09 .16 .04 .14

Job security .30 -.04 .10 .02 -.03

Cost o f Tuition
.08 .90 .04 .02 .17

Cost o f Books .14 .84 .02 .05 .13
Cost o f Housing .19 .74 .08 .07 .08
Living Expenses (Transportation and 
Utilities)

-.08 .71 -.06 -.10 .25

Parents
.11 .03 .75 .06 .14

Friends/Peer .05 .09 .72 .01 .07
Mentor Influence .12 -.01 .53 .07 -.05
High School Teacher(s) .18 -.10 .41 .16 .10
Social Acceptance .04 .03 3 3 -.02 -.03

.51 .05 .12 .85 .07Expected salary after graduation
Expected Income after graduation .55 .03 .09 .76 .02
Financial aid such as loans and 
grants

.13 .38 .01 .03 .92

Merit scholarships .14 .29 .13 .03 .55
Note, a  Extraction Method: Maximum Likelihood. Rotation Method: Varimax with Kaiser Normalization. Numbers in bold torn 

define the five new dependent variable scales.

Finally, financial aid, which was previously grouped under direct costs, was separated as 

a standalone scale, and social acceptance (theoretical intangible benefits variable) was
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grouped under agency. Table 8 depicts the new scales after the factor analysis, and the 

scales univariate properties. The reliabilities of the modified dependent scales were all 

above .70 an indication of acceptable internal consistency (Nunnally, 1978), which 

explains that each derived could measures the constructs of feasible alternatives, direct 

and indirect costs, agency, direct benefits, and availability of financial aid. The rated 

importance of each dependent scale was measured for each participant, by finding the 

mean rating of the Likert items defining the corresponding factor. The mean ratings of 

the importance of feasible alternatives, direct benefits, and availability of financial aid for 

college education enrollment decisions were above 4.0, while agency and direct and 

indirect costs were rated below 4.0 for the same (Table 8).
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Table 8

Means, Standard Deviations, and Cronbach Alphas o f  the Modified Dependent Scales 
Based on Participants ’ (N=188) Ratings o f  the Importance o f the Likert Rating Items 
Grouped to Define the Scales

Dependent'Scale Items M  SD a

Feasible Alternatives 4.12 .68 .83

Direct and Indirect 
Costs

Agency

Direct Benefits

Availability of 
Financial Aid

Amount of foregone earnings
Difference in earnings between high school
graduates and college graduates
Length of time it will take to recover expenses
incurred while attending college
Long-term Academic Plans
Expected Lifelong Earnings
Job Opportunities after graduation
Personal Opinion/Input
Expected income versus costs of attending
Job security

Cost of Tuition 
Cost of Books 
Cost of Housing
Living Expenses (Transportation and Utilities)

Parents 
Friends/Peer 
Mentor Influence 
High School Teacher(s)
Social Acceptance

Expected salary after graduation 
Expected Income after graduation

Financial aid such as loans and grants 
Merit scholarships

3.82 1.06 .89

3.38 .84 .71

4.17 1.06

4.23 .99

.97

.77

After identifying the 5 dependent scales, correlation analysis was conducted to 

examine the extent to which the 5 dependent scales were related to each other. Table 9 

describes the correlations among the observed scales. The direct benefits scale and
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feasible alternatives scale, as scored, were correlated .70. The direct and indirect costs 

scale correlated .50 with the availability of financial aid. The first quartile, median, and 

third quartile inter-correlations among the new dependent variable scales were 

respectively .12, .27, and .29. The correlations among the dependent scales tended to 

reflect a global correlation with the feasible alternatives scale.

Table 9

Pearson Correlations among the Five Dependent Scales Based on Participants ’ Ratings 
o f the Importance o f the Defining Likert Items fo r  College Enrollment Choice

Observed Scale FA1 DIC2 A3 DB4 AFA5

Feasible Alternatives 1.00 29** 29** .70** 29**

Direct and Indirect Costs 29** 1.00 .04 .12 .50**

Agency 29 * * .04 1.00 .24** .12

Direct Benefits 70 * * .12 .24** 1.00 .16*

Availability of Financial Aid

* o< .05. ** t x  .01."'""..... ...................

2 9 * * .50** .12 .16* 1.00

Note. 1 Feasible Alternatives. 2Direct and Indirect Costs. 3Agency. 4Direct Benefits. 5Availability of Financial Aid.

The analysis determined that feasible alternatives scale was positively correlated 

to the scales measuring direct and indirect costs (r  = .29), agency (r = .29), direct benefits 

(r = .70), and availability of financial aid (r = .29), p-value < .05. The direct and indirect 

cost scale was also correlated with availability of financial aid (r  = .50), while the agency 

scale was correlated with direct benefits (r = .24), p -value < .05 (Table 9).



98

Relationships of Demographics 

Research Question 2: Are demographic variables related to the importance o f  

Human Capital Theory fo r  students’ college education enrollment decisions? Pearson 

correlations were calculated to analyze whether any relationships exist between 

participants’ ratings of the importance of dependent scales for college enrollment 

decisions and demographic characteristics of age, gender, income of parents, income of 

students, and enrollment status. The independent variables were treated as continuous for 

2-tailed data analyses and relationships with p  < .05 were interpreted as statistically 

significant.

The analyses tested 25 null hypotheses based on relationships between the five 

demographic variables of age, gender, enrollment status, and income of parents, and 

income of students and the five dependent scales of feasible alternatives, direct and 

indirect costs, agent, direct benefits, and availability of financial aid. Table 10 depicts the 

relationships between how participants rated the importance of the dependent scales for 

college education choice and the participants’ demographic characteristics.
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Table 10

Pearson Correlations (r) between the Ratings o f  the Importance o f  Modified Dependent 
Variables fo r  College Education Enrollment Decisions and the Participants' (N=188) 
Demographic Variables

Independent Variables
Modified 
Dependent Scales Age Gender

Income of 
a Parentsb

Income of 
S tudentb

Full Time 
Enrollmentc

Feasible
Alternatives

.05 .00 -.03 .04 .10

Direct and 
Indirect Costs

.00 .16* -.20** -.04 .05

Agency -.13 .08 .01 .03 .10

Direct Benefits .04 -.04 .01 .05 .01

Availability of
Financial Aid

.^o<~(!syr o<m:............

.03 .12 . 36** .09 .10

Note, a Recoded so that 0 = male, and 1 = female, b Recoded so that a higher number means more income, c Recoded so that 1 = full 
time and 0 = part time.

Female status was slightly positively (r =.16) related to the importance of direct 

and indirect costs. Income of parents was negatively related to concern with direct and 

indirect costs (r = -.20) and with the availability of financial aid (r = -.36). None of the 

other relationships tested were statistically significant.

Relationship of College Major 

Research Question 3: Are there differences between science majors and other 

majors in how they make college education enrollment decisions in conformance with 

Human Capital Theory? The question explored whether the conformance o f participants’ 

college education enrollment decisions to tenets of Human Capital Theory differed 

between science and non-science students.



A One-way ANOVA was used to compute F statistics comparing ratings for the 

importance of principles of Human Capital Theory for college enrollment decisions by 

participants’ program of study, type o f academic major, and type of university. This 

analysis was conducted to determine if there is a difference between how students in 

science and non-science majors make college education enrollment decisions in 

conformance with principles of Human Capital Theory. Eta squareds were calculated to 

examine the effect size of the differences in the ratings of importance of principles of 

Human Capital Theory based on the categorical variables of program of study, type of 

academic major, and type of university. The F-statistics and etas for each pair of 

categorical variables with the five dependent variables are reported in Table 11. Tukey’s- 

B post hoc tests were calculated to determine if any mean differences observed between 

groups were statistically significant. The tests were 2-tailed and relationships with p < .05 

were interpreted as statistically significant.

The results of Analysis of Variance (Table 11) indicated statistically significant 

differences in the ratings for feasible alternatives scale based on program of study (F(l 1, 

169) = 2.580, p < 0.01), type of program (F(2, 178) = 3.668, p < 0.05), and type of 

university (F(2, 177) = 4.054, p < 0.05). An investigation of differences in the ratings of 

importance of principles of Human Capital Theory for college education choice decisions 

also revealed statistically significant relationships between ratings for the importance of 

direct benefits (F(l 1, 169) = 2.636, p < 0.05) and agency (F(l 1, 169) = 2.094, p < 0.05) 

with participants’ program of study. Finally, there was a statistically significant 

relationship between type of university (hard sciences or liberal arts) and direct benefits
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(F(2, 178) = 3.250, p < 0.05). The means, sample sizes, and standard deviations are 

presented in Tables 12 and 13.

Although program of study and university type were significantly related to one 

or more o f the dependent variable scales, Tukey’s b test, did not identify homogeneous 

subsets of programs of study or university type with respect to the dependent variables. In 

the comparison of type of program of study (science versus non-science), only four 

students with undeclared majors rated the importance o f feasible alternatives significantly 

lower (M = 3.375 and M  = 3.250) than students who had declared a science (M = 4.181 

and M  = 4.289) or non-science major (M =4.020 and M  = 3.991) for feasible alternatives 

and direct benefits respectively (Table 12). Otherwise, no identifiable subgroups were 

found for the other dependent variables as a function of science versus, non-science 

students.

Eta squared determined the effect size in the relationships between the 

independent and dependent variables. Statistically significant differences were observed 

in the ratings for feasible alternatives based on program of study, type of program, and 

type of University; direct benefits and agent based participants’ program of study; and 

direct benefits based on type of university. The results o f data analyses revealed that 

program of study correlated at least 30% with feasible alternatives {rf = .38), agent {rf = 

.35), and direct benefits (rj2 = .38) (Table 11). The type of academic major explained 19% 

of variation in ratings of importance observed for direct benefits { if  = .19) and 20% of 

variation observed in ratings for importance of feasible alternatives {rf = .20). Finally, the 

type of school (hard science or liberal arts) accounted for 21% of differences in ratings of 

the importance of feasible alternatives {rf = .21) for college education enrollment



decisions (Table 11). The means, sample sizes, and standard deviations are presented 

Tables 12 and 13.
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Table 11

One-Way Analysis o f Variance o f Conformance o f College Education Decisions to Principles o f Human Capital Theory by Students in 
Science and Non-Science Programs
Dependent
Variable

Independent Variable d f SS MS F P 11

Feasible
Alternatives

Program of Study Between Groups 
Within Groups

11
169

12.019
71.574

1.093
0.424

2,580 0.005** 0.38

Type of Program Between Groups 
Within Groups

2
178

3.222
80.370

1.611
0.452

3.668 0.030* 0.20

Type of University Between Groups 
Within Groups

2
177

3.655
79.787

1.827
0.451

4.054 0.019* 0.21

Direct and Indirect 
Costs

Program of Study Between Groups 
Within Groups

11
169

9.414
195.793

0.856
1.158

0.739 0.700 0.21

Type o f Program Between Groups 
Within Groups

2
178

1.523
203.644

0.762
1.144

0.666 00.515 0.09

Type o f University Between Groups 
Within Groups

2
177

0.035
203.749

0.018
1.151

0.015 0.985 0.01

Agency Program of Study Between Groups 
Within Groups

11
169

15.302
111.757

1.385
0.661

2.094 0.023* 0.35

Type of Program Between Groups 
Within Groups

2
178

0.613
126.376

0.306
0.710

0.432 0.650 0.07

Type of University Between Groups 
Within Groups

2
177

1.221
125.767

0.610
0.711

0.859 0.425 0.10
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Table 11 (continued)

Dependent
Variable

Independent Variable d f SS MS F P *12

Direct Benefits Program of Study Between Groups 
Within Groups

11
169

28.672
167.096

2.607
0.989

2.636 0.04* 0.38

Type of Program Between Groups 
Within Groups

2
178

6.896
188.872

3.448
1.061

3.250 0.041* 0.19

Type of University Between Groups 
Within Groups

2
111

5.214
189.868

2.607
1.073

2.430 0.091 0.16

Availability of 
Financial Aid

Program of Study Between Groups 
Within Groups

11
168

5.302
173.336

0.482
1.032

0.467 0.921 0.17

Type of Program Between Groups 
Within Groups

2
111

0.207
178.431

0.103
1.008

0.102 .903 0.03

Type of University Between Groups 
Within Groups

2
176

0.247
178.315

0.123
1.013

0.122 0.886 0.04

* p< .05. ** p< .01. (2-tailed).
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Table 12

Means and Standard Deviations o f Ratings o f Importance o f Principles o f Human Capital Theory for College Enrollment Decisions 
Based on Students ’ Program o f  Study

Program o f Study

'FA

M n SD

b i c

M n SD

JA

M n SD

‘'DB

M n SD

5AFA

M n SD

Architecture &

Construction

Management

4.05 11 .44 4.36 11 .75 3.35 11 .82 3.86 11 1.48 4.54 11 .65

Computing & Software 

Engineering

4.19 29 .63 3.92 29 1.01 3.32 29 .85 4.43 29 .95 4.29 29 .92

Engineering Technology 

& Management

4.17 6 .52 3.37 6 .89 3.10 6 .50 4.58 6 .49 4.25 6 .82

Engineering 4.06 27 .59 3.74 27 1.09 3.32 27 .81 4.17 27 .83 3.98 26 1.33

Arts 4.40 4 .57 4.37 4 .43 3.45 4 .50 4.25 4 .95 4.50 4 .71

Sciences 4.29 20 .56 3.79 20 1.21 3.09 20 .98 4.05 20 1.06 4.30 20 .97

Humanities 3.70 23 .94 3.78 23 .96 2.91 23 .77 3.45 23 1.40 4.12 23 1.02

Business 4.41 22 .50 4.03 22 1.11 3.78 22 .81 4.59 22 .66 4.43 22 .76

Education 3.57 7 .72 3.67 7 1.05 3.54 7 .79 3.71 7 .56 4.07 7 1.17

Health & Human 
Sciences

4.25 25 .46 3.63 25 1.26 3.73 25 .77 4.56 25 .71 4.08 25 1.14

Mathematics 4.34 3 .25 3.58 3 1.01 2.93 3 1.02 4.33 3 1.15 4.33 3 1.15

Undeclared 3.37 4 1.56 3.31 4 1.14 3.75 4 1.10 3.25 4 1.50 4.37 4 .47
i t-eusiDie A lterna tives. ^D irec t unfl ind irec t l V)sls7  JA g e n cy . 4 D ire c t^ e n e ti ts  ^A va ilab ility  o l  hm anc ia i A id.
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Table 13

Means and Standard Deviations o f Ratings o f Importance o f Principles o f Human Capital Theory for College Enrollment Decisions 
Based on Type o f University and Type o f Major

Variable 'FA lD IC JA 4DB '’AFA

M n SD M n SD M n SD M n SD M n SD

Type of University Hard Sciences 4.16 73 .55 3.81 73 1.06 3.27 73 .84 4.28 73 .93 4.21 72 1.03

Liberal Arts 4.10 104 .71 3.83 104 1.08 3.42 104 .83 4.12 104 1.08 4.22 104 .99

Undeclared 3.04 3 1.73 3.75 3 .90 3.66 3 1.33 3.00 3 1.73 4.5 3 .50

Type of Major Science 4.18 121 .55 3.80 121 1.09 3.35 121 .82 4.29 121 .95 4.20 121 1.05

Non-Science 4.01 56 .82 3.91 56 1.00 3.37 56 .85 3.99 56 1.15 4.26 56 .92

11-eu.sible A lternatives. ^D irect

Undeclared

and  Ind irect C osts. iA u eric v .

3.37

dU irect b c n c tu s .

4 1.56 3.31 4 1.14 3.75 4 1.10 3.25 4 1.50 4.38 4 .47
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Summary of Findings

The purpose of this quantitative study was to investigate whether students make 

college education enrollment decisions in accordance with tenets of Human Capital 

Theory. The study was guided by three research questions. A researcher designed survey 

with three sections demographic questions, 22 Likert rating items grounded in Human 

Capital Theory, and supplemental information questions that asked participants to 

identify program of study, type of program of study, and type of University was emailed 

by designated University administrators to first year students enrolled at two universities 

in southeast region of United States. Two hundred and nine participants completed the 

survey.

An analysis of internal consistency reliability and correlation of the seven 

theoretical dependent scales o f agent, direct costs, indirect costs, feasible alternatives, 

lifetime income, direct benefits, and intangible benefits revealed lower than acceptable 

reliability (a < .70) and high correlation between the dependent variables. Factor analysis 

of the Likert rating items examined how well the factors defined the dependent scales, 

and this resulted to five new (modified) dependent scales. Theoretical variables direct 

costs and indirect costs were grouped together, lifetime income was grouped with feasible 

alternatives and indirect benefits split between agent and feasible alternatives.

Availability o f financial aid, previously grouped with direct cost’ emerged. The new 

dependent scales were feasible alternative, direct and indirect costs, agent, direct 

benefits, and availability o f financial aid.

Research Question 1 covered the importance of tenets of Human Capital Theory 

for college education enrollment decisions. Twenty-two Likert rating items were grouped
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into tenets of human capital. Descriptive statistics were used to analyze participants’ 

ratings of the Likert rating items for each scale representing the tenets of Human Capital 

Theory. Of the dependent scales, analysis of students’ ratings o f the importance of tenets 

of Human Capital Theory for college education enrollment decisions indicated that 

financial aid was rated most important (M  = 4.23), direct benefits second (M  = 4.17), and 

feasible alternatives third {M = 4.12). The ratings for agency and direct and indirect costs 

were neutral, M  = 3.38 and M  — 3.82 respectively.

Research Question 2 investigated whether participants’ ratings o f the importance 

of principles of Human Capital Theory for college education enrollment decisions 

differed by participants’ demographic characteristics. Calculated Pearson correlation 

shows that females rated direct and indirect costs as more important than did the males (r 

= .16), while parents’ income was negatively related with direct and indirect costs (r = - 

.20) and availability of financial aid (r = -.36).

Research Question 3 investigated whether college enrollment decisions 

conformance with Human Capital Theory differed between science and non-science 

majors. The program of study was found to statistically significantly vary in ratings of the 

importance of feasible alternatives { if  = .38), agency {rj2 — .35), and direct benefits (ij2 = 

.38) for college education enrollment decisions. Statistically significant relationships 

were also established between both feasible alternatives and direct benefits and type of 

program of study. Type of university (hard science versus liberal arts) was only 

statistically significantly related to feasible alternatives. Major findings of the study, 

conclusions, implications for practice, and recommendations for future research are 

discussed in Chapter 5.



CHAPTER 5

SUMMARY, DISCUSSION, CONCLUSION, AND IMPLICATIONS 

College education enrollment decisions involve scrutiny of the direct and indirect 

costs and benefits associated with the decision (Kjelland, 2008; Lauer, 20002).

Voiculescu (2009) argued that education adheres to the law of rarity and education and 

individuals consider education’s costs and benefits with a goal o f  maximizing benefits 

when deciding whether to enroll or not enroll for college education. Human Capital 

Theory, a economic approach to education choices, has played a major role in guiding 

education policy since the 1960s (Gilead, 2009). However, Gilead (2009) and van der 

Merwe (2010) observed that because dramatic education changes since the 1960s resulted 

in more complex enrollment decisions, the role of economic goals as incentives for 

enrollment is questionable due to variability of human behavior. Van der Merwe argued 

that the assumption that individuals have adequate information to rationally and 

accurately estimate expected returns to investment in education is unrealistic. Rather, 

individuals make college education choices based on indeterminate and normative hopes, 

opinions, and values. A summary of the study, summary of major findings, discussion of 

findings, conclusions, implications, recommendations for future research, and summary 

of the chapter are presented in the succeeding sections.

109
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Summary of the Study 

This study investigated first-year students’ ratings of the importance of principles 

of Human Capital Theory for college education choice process. The participants were 

first-year students enrolled in 2012 at two regionally accredited universities in the 

southeastern United States, at least 18 years of age. The sample was restricted to only 

those students over 18 because both universities did not allow students under 18 to 

participate in web based surveys. A researcher designed survey was administered to the 

participants via email by designated administrators to collect data over a period of 4 

weeks. The data received through Survey Monkey were downloaded to an Excel 

spreadsheet and imported to SPSS for analyses. Descriptive statistics, Pearson 

correlation, and One-way ANOVA were employed to analyze the data. Means and 

standard deviations were computed for individual rating items and dependent variables to 

determine how participants rated the importance of principles of Human Capital Theory 

for college education enrollment process. Pearson correlation analyses were used to 

examine the relationships between continuous demographic variables of age, gender, 

parent income, student income, enrollment status, and tenets of Human Capital Theory. 

One-way ANOVA was utilized to analyze relationships between categorical variables of 

program of study, type of academic program, and university emphasis, and conformance 

of decisions of science and non-science majors to principles of Human Capital Theory.

Summary of Major Findings 

This study examined how students rate the importance of tenets of Human Capital 

Theory for college education enrollment decisions, and if the ratings differed by students 

demographic characteristics o f gender, age, enrollment status, parents’ incomes, student’s
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income and student’s type of program of study (science versus non-science majors.

Factor analysis o f participants’ ratings o f Likert scale items used to define the tenets o f 

Human Capital Theory resulted in five scales (feasible alternatives, direct and indirect 

costs, agency, direct benefits, financial aid) and not seven theoretical tenets (agency, 

direct costs, indirect costs, direct benefits, intangible benefits, life-term income, feasible 

alternatives). Theoretical variables direct costs and indirect costs were grouped together, 

lifetime income was grouped with feasible alternatives and indirect benefits split between 

agent and feasible alternatives. Availability o f  financial aid, previously grouped with 

direct cost’ emerged.

Analysis of students’ ratings for the five dependent scales revealed that financial 

aid was rated most important (M = 4.23), direct benefits second (M = 4.17), and feasible 

alternatives third (M  = 4.12) for college education enrollment decisions. The ratings for 

agency and direct and indirect costs were neutral, M  = 3.38 and M  = 3.82 respectively. 

An investigation of possible relationships between students’ demographic attributes and 

ratings of importance of the tenets of Human Capital Theory for college education 

enrollment decisions indicated a positive relationship between females (r = .16) and the 

importance of direct and indirect costs, and a negative relationship between parents’ 

income and both direct and indirect costs (r = -.20) and availability of financial aid (r = - 

.36). Finally, results of One-way ANOVA statistically significant variations for program 

of study and the ratings of the importance of feasible alternatives (rj2 = .38), agency (tj2 = 

.35), and direct benefits (jj2 = .38) for college education enrollment decisions. Type of 

university (hard science versus liberal arts) was only statistically significantly related to 

feasible alternatives (?/2 = .21).
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Discussion of Major Findings 

Reliability and factor analyses revealed that the theoretical principles of Human 

Capital Theory had lower than acceptable reliabilities (a < .70) and were highly 

correlated. The high correlation between the theoretical tenets of Human Capital Theory 

(dependent variables) indicated possible existence of multicollinearity, redundancy of the 

variables, and inaccuracy in predicting valid results about individual tenets. The low 

reliability for agency and indirect benefits cast doubts on the internal consistency of the 

two theoretical variables and ability of the Likert scale items in the clusters to accurately 

define the constructs of agency and indirect benefits. Factor analysis of the participants’ 

responses to the Likert rating items resulted in Human Capital Theory clustering into five 

scales of evaluation of feasible education alternatives, direct and indirect costs, agency, 

direct benefits, and availability of financial aid, which were not highly correlated and had 

reliabilities above .70. This clustering eliminated lifetime income and intangible benefits, 

regrouped indirect costs with direct costs and introduced a new scale availability o f 

financial aid.

The combination of rating variables forming the clusters also varied. For instance, 

long-term variables of lifetime income and job security previously grouped in direct 

benefits scale and long-term academic plans previously included in intangible benefits 

were all regrouped in evaluation of feasible alternatives. Only short-term variables of 

expected salary and income after graduation were grouped in the new direct benefits 

scale. However, the students tended to mix short-term and long-term variables, such as 

expected lifetime income, expected salary, expected income, job security, and long-term 

academic plans when comparing benefits of college education against competing



investment options such as employment. The tendency by students to combine long-term 

benefits of college education with the short-term benefits suggest that typical college-age 

students are more concerned about expected short-term monetary benefits than long-term 

benefits and costs o f a college education. The students’ in this study rated availability of 

financial aid such as loans more important than financial aid such as merit scholarships, 

were more concerned about expected salary upon graduation than expected lifetime 

income, and, did not indicate that foregone earnings, the length of time it would it take to 

recoup college expenses, or indirect costs of education such as housing and utilities were 

important for their college education enrollment decisions. These findings confirm 

assertions by Billiot et al. (2004) that students are very concerned about how much they 

will make upon graduation. Billion et al. postulated that 1% increase in the national wage 

would lead to a 3.23% increase in enrollments attributable to the increase in wage 

premium and concluded that enrollment is positively related to expected salaries.

The emergence of availability financial aid as a standalone scale (regrouped away 

from direct costs), which was rated highest on the importance for college education 

enrollment decisions, suggests that students are concerned with the ability to pay for the 

direct and indirect costs of college education and not necessarily how much it costs to get 

a college education. The results of this study also indicated that students valued the 

availability of financial aid, e.g., as loans and grants, more highly important than 

availability of merit scholarships. These findings are similar to claims by earlier 

researchers who alleged financial aid dampens the negative effects of tuition on 

enrollment (Heller, 1997; Lauer, 2002) and contrary to assertion by Haynes (2008) that 

financial aid has become a deterrent for enrollment due to associated financial burden,
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and negative effects on individuals’ future financial investments in homes and social 

plans. In his critique of Human Capital Theory, and similar to findings of this study, 

Livingstone (2004) observed that college enrollment increased despite escalating costs of 

higher education and a deteriorating economy. That is, as long as students have access to 

financial aid, hence ability to pay for college education, higher tuition will not deter 

enrollment for college education as implied by rational choice theory.

Importance of Tenets of Human Capital Theory for College Education Enrollment 

Decisions

The first question investigated how students rate the importance of principles of 

Human Capital Theory which emphasize use of cost benefit analyses, including 

evaluation of alternative investments, for college education choice (Lauer, 2002; 

Voiculescu, 2009). According to several theorists (Billiot et al., 2004; Botelho & Pinto, 

2004; Lawson, 2006; Voiculescu, 2009), individuals are faced with multiple needs and 

desires but limited resources; therefore, they make rational decisions that optimize their 

returns. Voiculescu contended that the final decision to enroll or not enroll in college is 

based on time and money - the time it takes to recover the initial costs and the amount of 

money gained above those costs.

The results of this study indicate that students do not view the different tenets of 

Human Capital Theory as equally important for college education enrollment decisions. 

Although the students rated all tenets of Human Capital Theory above 3.5, only 

evaluation of feasible education alternatives, direct benefits, and availability of financial 

aid were rated above 4.0 which was the neutrality cut off point for this study. The 

importance of agency and direct and indirect costs were both rated below 4.0.



The high rating for the availability of financial aid (M = 4.23), had the highest 

mean rating of the five dependent variables, and short-term direct benefits (M  = 4.17) 

indicates that typical college students’ cost-benefit decisions are short-term. This is 

further supported by the ratings for individual Likert items comprising financial aid and 

short-term direct benefits. The students rated the importance of availability of financial 

aid in form of loans and grants higher (M = 4.36) than merit scholarships (M = 4.09). 

Further, although students rated the importance of feasible alternatives above neutrality 

(M = 4.12), the ratings for key individual long-term Likert items such as foregone 

earnings (M = 3.69), duration of time it would take to recoup expenses (M  = 3.78), 

expected lifelong earnings {M  = 4.23) and expected income versus cost attending college 

{M = 3.95) were lower than short-term Likert items such as availability of jobs after 

graduation (M = 4.65) and salary differential between college graduates and high school 

graduates (M = 4.28).

Thus, the students’ main concern for enrollment is ability to pay and not recovery 

of costs or long-term implication of the costs incurred on net returns to education. The 

findings contrast earlier claims by Haynes (2008) and Millet (2003) who contended that 

long-term implication of the cost and financial burden would deter students from 

enrolling for college education. The findings concur with those of Tatar and Oktay (2006) 

and Lauer (2002) who suggested students are more concerned about job openings and 

expected starting salary than cost. Tatar and Oktay and Lauer also suggested the fear of 

joblessness has significant implications for college choice decisions. The results of this 

study are an indication that typical college age students do not apply full cost benefit 

analysis to their college education enrollment decisions and do not plan long-term.



Although direct and indirect costs variable as a whole was rated below neutrality 

(M = 3.82), the students rated individual items within the scale differently. Specifically, 

the students rated the importance of explicit direct costs, such as tuition (M = 4.23) higher 

than implicit costs such as books (M = 3.45), housing (M  = 3.73), and living expenses (M 

= 3.89). These results provide more evidence that typical college age students are not 

aware of the total cost of college education and mainly consider the explicit direct costs 

when making college education decisions. Voicing similar sentiments, Montgomery and 

Powell (2006) alleged that students as well as their parents base expected cost of college 

education on direct costs only, discounting the indirect costs such as transportation, 

utilities, meals, and even books.

Regarding the importance o f agency for students’ college education enrollment 

decisions, the findings of this study revealed that contrary to the widely held view that 

agents such as parents, mentors, teachers and peers play an influential role in individuals’ 

college education decisions (Bowen et al., 2008; Hossler & Gallagher, 1987; Kinzie et 

al., 2004), participants in this study rated the importance of agents lowest (M  = 3.38) of 

the five variables considered after factor analysis. The importance o f students’ own 

opinion/ input for college education application decisions was ranked second highest (M  

= 4.59) after availability of job opportunities after graduation (M  = 4.65). These 

observations concur with findings by Tatar and Oktay (2006), who asserted that the role 

of parents and mentors for students’ college education choice had become insignificant 

due to technological advancements that made college information readily available for 

students to make application decisions on their own.
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Demographic Characteristics and Principles of Human Capital Theory

The second research question assessed the possible relationships between 

participants’ ratings of the importance of principles o f Human Capital Theory for college 

choice decisions and participants’ demographic attributes of age, gender, college 

enrollment status, parents’ income, student’ income. Pearson correlation analysis of 

possible relationships between the students’ demographic variables and ratings of 

importance of principles of Human Capital Theory for college enrollment decisions 

indicated that parents’ income was negatively related to ratings of importance of direct 

and indirect costs (r = -.20) and the availability of financial aid (r = -.36) for college 

education enrollment decisions.

Students from low income backgrounds (based on parents’ income) value direct 

and indirect costs and availability o f  financial aid more importantly that students from 

high income backgrounds. Specifically, the higher the parents’ incomes, the less 

concerned the participants were about costs of college education and availability of 

financial aid and the lower the parents’ incomes the more concerned the participants 

about both variables. These findings echo Haynes (2008), Heller (1998), Lauer (2002), 

McPherson and Schapiro (1989), and Voiculescu (2009) that Probability of enrollment is 

positively related to the net household income, and students from households with high 

net incomes are likely to be less responsive to increases in costs of education than are 

students from low income backgrounds.

Finally, the female status was slightly positively related to the importance of 

direct and indirect costs (r = . 16). The female students rated direct and indirect costs 

slightly highly more important for college enrollment decisions than male students. The
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results suggest that female students apply cost benefit analysis in their college enrollment 

decisions more than male students, and they perceive an increase in direct and indirect 

costs of education as a reduction in monetary pay off to the college education. Hence, 

female students will be more reluctant to enroll for college education than male students 

when the cost goes up, ceteris paribus. These findings support Bishop (1990) who 

contended female college enrollment is highly responsive to tuition costs and expected 

market pay off of a college degree. Bishop concluded that the only way enrollment for 

female students can be propagated is through subsidized tuition and better market wages 

for female college graduates.

Importance of Human Capital Theory for College Education Choice and Science 

Students

Finally, Research Question 3 investigated whether there were differences between 

science and non-science students’ ratings o f the importance of Human Capital Theory. 

Results of One way ANOVA indicated that program of study was statistically 

significantly related to feasible alternatives (rj2 = .38), agency (jj2 = .35), direct benefits 

{rf -  .38); and university type significantly related to feasible alternatives (jf2 = .21). 

However, using Tukey’s b test, it was not possible to identify homogeneous subsets of 

programs of study or university type with respect to the dependent variables because the 

sample sizes were not large enough to permit logical analyses o f the differences in ratings 

across groups. Although, it was not possible to identify the significance of differences in 

ratings of importance of tenets of Human Capital Theory by specific academic majors, 

the overall significance of ratings of importance of feasible alternatives, agency, and
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direct benefits based on program of study suggest that conformity o f students’ college 

education decisions to principles of human capital theory differs by academic major.

The mean rating of importance of feasible alternatives for college enrollment 

decision, for instance, was highest for engineering (M = 4.7) students and lowest for 

education (M = 3.5) students; importance of role of agency was highest for business (M = 

3.8) students and lowest for students o f mathematics and humanities (M  = 2.9); and mean 

rating for direct benefits was highest for engineering, computing, and business (M = 4.5) 

students and lowest for education (M = 3.7) students.

This observation support past research (Lauer, 2002; Oehrlein, 2009; Shin & 

Milton, 2008) claim that college major has a significant effect on future earnings, 

whether concerning starting salary or expected future earnings and that the most 

important criteria influencing college education choice is the expected future earnings, 

career options, initial earnings, and aptitude. In addition, Oehrlein contended students are 

utility maximizers whose college enrollment is based on a comparison of the wage 

differential between college graduates and non-graduates and the risk for each major.

This assertion is supported by the findings of this study that there is a statistically 

significant relationship between rating of importance of feasible alternatives and 

students’ majors and type of major.

The type of program of study (science versus non-science) was statistically 

significantly related to direct benefits (rj2 = .19) and feasible alternatives (rj2 = .20), and 

the Tukey’s b test indicated that the differences were significant. However, even if the 

differences were significant, the mean ratings between science and non-science majors 

did not differ. Only students who did not declare their type of program of study (science
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versus non-science) rated the importance of the two variables for college education 

application decisions differently (lower). This finding is contrary to Holland’s (1997) 

theory of vocational choice, “types beget types” (Duane, 2003, p. 26) and Holland’s 

assertion that an individual’s perceptions or goals are related to choice o f career.

Conclusions

All students exiting high school face and even struggle with the question, “what 

next?” Economic, social, academic ability factors and individuals’ values and beliefs 

influence the choices that these students finally make (Kinzie et al., 2004). Student 

recruitment has become increasingly more important due to increasing importance of a 

college education, diversifying demographics of students, increasing number of colleges 

and competition among schools, and rapidly changing higher education policies (Kinzie 

et al., 2004).

According to the law of demand, education college choice is dependent on factors 

such as tuition, the income levels of students and their families, the prices of 

complementary goods (e.g., books, housing, and transportation), education alternatives, 

and job prospects (DesJardins & Bell, 2006; Shin & Milton, 2008). The law of demand 

postulates a negative relationship between price and demand for college education; a 

positive relationship between college enrollment and students socioeconomic status such 

as parents’ income; a positive relationship between labor market prospects and 

enrollment for college education; and a positive association between college enrollment 

and information from agents such as parents, mentors, teachers (DesJardins & McCall, 

2006; Lauer, 2002; Pema, 2006; Shin & Milton, 2008).



This study examined the importance of principles of Human Capital Theory for 

college education enrollment decisions as rated by first-year college students. The 

findings were mixed. Students’ ratings of the importance of the tenets of Human Capital 

Theory for college choice suggest that the principles are not equally important for college 

education choices. The results of data analyses indicated that students are particularly 

concerned about availability o f  financial aid, the expected direct benefits of a college 

education especially short-term salary benefits, and feasible education alternatives, and 

less concerned about the role of agencies and direct and indirect costs of college 

education.

Further analyses of the data to determine if there were any relationships 

participants’ demographic attributes and the ratings of importance of tenets of Human 

Capital Theory for college education enrollment decisions revealed a statistically 

significant positive relationship between gender and direct and indirect costs for female 

students; and statistically significant negative relationships between income of parents 

and direct and indirect costs and also availability o f financial aid.

Overall, the results of this study suggest that students base their college education 

enrollment decisions on ability to pay (availability of financial aid) and expected short

term benefits of education such as job opportunities upon graduation and expected 

starting salary. These findings imply that financial aid mitigates the negative effects of 

tuition increases on demand or enrollment for college education. Therefore, despite 

increasing costs of college education, students will continue to enroll for as long as they 

have access to financial aid. However, the response to higher costs of college differs by 

students’ gender and socioeconomic status. While students whose parents have high
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incomes are not particularly concerned about cost of higher education or availability of 

financial aid, female students and students from whose parents have low incomes are 

more concerned about the costs of college education and availability of financial aid.

In order to maintain or grow enrollment, institutions that have predominantly 

female students, or low income students, or institutions that are interested in diversifying 

their student population through higher enrollment of female and low income students 

may consider applying diverse tuition policies or special financial aid packages aimed at 

attracting female and/ or low income students. Shin and Milton (2007) observed that 

some academic disciplines were more tuition elastic than others and suggested that 

colleges apply diverse tuition rates based on expected returns. A similar proposition can 

be applied to groups, such as ethnic or gender minorities and low socio-economic status, 

who are at higher risk of non-enrollment or attrition due to fluctuations of the costs of 

college education.

Finally, the results of this study indicated that students rate direct benefits and 

feasible alternatives such as job opportunities, salaries after graduation, and income 

differential between high school graduates and college graduates as important for college 

education enrollment decisions. Therefore institutions of higher learning should research 

job market prospects and pay offs while deciding on academic offerings. Offering 

programs that are competitive in the job market or with high pay off is a good strategy for 

maintaining and growing enrollment. Tatar and Oktay (2006) observed that the fear of 

unemployment upon graduation has adverse repercussions for college enrollment.
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Implications

Higher education administrators and policy makers need specific information 

regarding individuals’ college education choice processes to design effective institutional 

specific recruitment models and remain competitive (Connor & Rabovsky, 2011; Kinzie 

et al., 2004). DesJardins et al. (1998) noted that despite the importance of recruitment 

models with a good ‘fit’ between students and institutions, majority o f institutions still 

continue to rely on non-empiric research models for recruitment. Briggs and Wilson 

(2007) emphasized that if institutions are to remain effective, policy makers must focus 

on potential students’ college choice behavior, especially student attributes, institutional 

factors, and labor market prospects. Hossler (1984) and Kinzie et al. (2004) asserted that, 

if used effectively, studies of college choice can provide valuable information in 

developing marketing, recruitment, and retention strategies.

This study used individual student data to investigate college education choice 

processes from an economic perspective with particular focus on the importance of 

principles of Human Capital Theory for the processes. The findings revealed that students 

to a large extent are responsible for their own college enrollment decisions and that 

availability of financial aid, direct benefits, such as expected job opportunities after 

graduation and job security, and evaluation of feasible education alternatives, e.g., 

income differential between college graduates and high school graduates provide 

incentives for college enrollment. Further, the study uncovered relationships between 

students’ demographic variables and the ratings o f the importance o f  principles o f Human 

Capital Theory for college education choices, which would inform development of
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academic programs, tuition policies, and institutional planning such as financial aid 

packaging and career counseling.

The results of this study suggest that female students are especially concerned 

about direct and indirect costs of education, while students from low income families are 

concerned about both direct and indirect costs and availability of financial aid.

Institutions of higher learning can use these results to inform packaging and distribution 

of financial aid as well as tuition policies. Shin and Milton (2007) observed that some 

academic disciplines are more tuition elastic than others and suggested that colleges 

apply diverse tuition rates based on expected returns. A similar proposition can be 

applied to groups, such as ethnic minorities and low socio-economic status, who are at 

higher risk of non-enrollment or attrition due to the costs of higher education fluctuating.

Colleges can use grants, scholarships, and student loans to promote student 

enrollment and retention. The colleges can develop increasingly ingenious ways to boost 

institutional aid for groups at risk of enrollment, e.g., females and students from low 

socioeconomic backgrounds. The institutions can adopt strategies for ensuring that 

financial resources available for students are effectively packaged such that they are 

student specific. For instance, institutions should ensure that students and their families 

are well informed of the available financial aid, application and qualification process, and 

the benefits financial aid represents for short-term and long-term investment in college 

education. The availability of accurate and easy-to-follow information regarding loan 

availability for students and their families is essential to informed college education 

enrollment decisions, especially for students who would otherwise not enroll due to 

financial hardships.



The rising cost of higher education calls for creative packaging, e.g., use of merit 

and supplementary need-based grants particularly for students at risk of non-enrollment. 

Measures aimed at attracting at risk students can also include diversified tuition policies 

such as subsidized tuition for programs that primarily attract female students and low 

income students. Cheslock and Gianneschi (2008) and Conner and Rabovsky (2011) 

cautioned that escalating costs of higher education are likely to push higher education 

away from the reach of the majority, especially students from low-socioeconomic 

backgrounds and minority groups who are likely to shun college enrollment or drop out. 

However, findings of this study support that institutions of higher learning can use 

financial aid to counteract the negative effects o f rising costs of higher education. Lauer 

(2002) noted that financial aid enhances ability to pay and can offset the negative effects 

of direct costs of education on enrollment.

Results of this study indicate that students are very concerned about employment 

opportunities after graduation. Institutions of higher learning must ensure that students 

are placed in academic programs that will lead them to their career aspirations. In order to 

ensure that students are well advised, the academic leadership and career counselors must 

understand the students’ career objectives and use such understanding for business and 

industry job market research, development of curriculum, and course sequencing. Lack of 

such an understanding could lead to ill student advisement and development of academic 

programs that are neither relevant for the job market nor for students career objectives.

Career counselors and institutions of higher education leadership at large should 

use knowledge o f students’ career aspirations and job market needs to develop 

partnerships with local businesses and program developments. Partnerships with local
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businesses not only provide opportunity for externships and work experience for the 

students, but also potential employment opportunities for their graduates. Institutions that 

provide placement aid are likely to attract higher student enrollment than those that do 

not. Billiot et al. (2004) contended that enrollment is positively related to expected 

salaries and negatively related to cost of program, and that the negative effect of cost of 

program is reversible depending on job prospects and magnitude of the pay difference 

between college and high school graduates.

Finally, an understanding o f job market needs and students’ career goals can be 

used to develop an institutional mission that matches students’ goals and objectives. It is 

important that recruitment and admissions personnel identify and admit students whose 

career and educational goals fit the institutional mission. MacGowan (2000) and Rowan 

(2005) contended that if institutional recruitment and admission models do not 

incorporate students’ behavioral characteristics such as responsiveness to changes in the 

job market, the models will be in conflict with college education enrollment decisions 

processes, and have adverse effects on student enrollment and stability of the institutions 

of higher learning.

College education enrollment has far reaching effects for the student, institutions 

of higher learning, and the society at large. Desjardins and Toutkoushian (2005) alleged 

that enrollment decisions are critical for students’ livelihoods, existence of institutions of 

higher learning, and economic development of countries. Therefore, in order for 

institutions of higher learning to remain competitive and relevant to the needs of society 

at large, the higher education leadership must strive to understand students’ college
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education goals, job market needs, and in turn develop missions that align with those 

objectives.

Recommendations for Future Research 

College education choice marks a critical stage for a student and has long-term 

effects on the student’s life through its impact on career, livelihood, and lifestyle, and it 

has direct implication for institutions of higher learning through recruitment, retention, 

and graduation. Kinzie et al. (2004) indicated it is important that the process is well 

understood and that specific factors affecting the process be established through 

empirical research. Although this study yielded important conclusions for college choice, 

some of the findings require further research with diverse students to enhance 

generalization.

The participants in this study, though not by design, were full-time traditional 

college-age students, and therefore the results might not be applicable to non-traditional 

students. Haynes (2008) and Connor and Rabovsky (2011) observed that one of major 

trends in higher education is increasingly diversified student population, especially adult 

student population. Repeating this study with both traditional and adult students might 

add to the body of knowledge on college choice available to recruitment and admissions 

personnel, and university leadership at large. Adding the adult student population will 

enable comparisons between traditional and non-traditional students for the ratings of 

importance of tenets of Human Capital Theory for college enrollment decisions. Such a 

comparison will provide information that institutions of higher learning can use to 

develop recruitment, admission, and tuition policies specific to their student population. 

The traditional students, student sample for this study, rated availability o f financial aid,



128

evaluation o f feasible education alternatives, and direct benefits important for enrollment 

decisions and direct and overall direct and indirect costs and agency neutral.

Given the emphasis on non-traditional students (Haynes, 2008; Connor & 

Rabovsky, 2011), it would be important to know if adult students rate the importance of 

cost benefit analyses for college education decisions any different than traditional age 

students who might rely on their parents or guardians to pay for their college education 

and living expenses. Lauer (2002) and Voiculescu (2009) noted that traditional college 

age students have longer working period to recoup the costs of higher education before 

retirement, and are likely to be less responsive to changes in direct costs of education and 

opportunity cost because they have a longer.

Second, this study employed a quantitative approach and the researcher had no 

interaction with the participants to verify the ratings or probe the reasons for respondents’ 

ratings. Conducting a similar study using a mixed method approach may add depth to the 

findings. For instance, the participants’ ratings o f the importance of theoretical tenets of 

Human Capital Theory indicated low reliabilities and high inter-correlation between the 

tenets. Modified scales based on the participants’ ratings o f the Likert rating items 

implied students make college education enrollment choices based on economic factors 

but left out some specifics o f participants’ understanding or thought process behind the 

ratings. A qualitative study would provide an opportunity to probe and gain more insight 

into participants understanding of the tenets of Human Capital Theory.

Because this study included only students in the first year of college study, 

important developing understanding of college education enrollment decisions may have 

been overlooked. Replicating this study over a broader population may offer insights into
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whether first-year college students consciously follow the tenets of Human Capital 

Theory in making college education enrollment decisions. Also, this study only involved 

students enrolled for degree programs, repeating the study with students enrolled in 

professional training and certification programs and two-year colleges might provide 

information on differences, if any, in application of costs-benefit analysis to education 

choice between baccalaureate students and students pursuing associate degrees or training 

programs.

Finally, one of the key findings in this study was the importance of direct benefits 

for college education application decisions. However, data used in this study were 

students’ ratings of Likert rating items and not actual or numerical data. Using actual 

longitudinal labor market and institutional enrollment data to conduct a sensitivity 

analysis to determine the responsiveness of enrollment to changes in the job market 

might shed more light on the relationship between changes in the labor market and 

college education enrollment.

Summary

This study examined whether students make college education enrollment 

decisions in accordance with the principles of Human Capital Theory. The study was 

guided by three research questions, and a researcher designed survey was employed to 

collect data on participants’ ratings o f the importance o f tenets o f Human Capital Theory 

for college education choices. The survey included 22 Likert scale items that were used 

to define the tenets of Human Capital Theory, 5 demographic questions used to examine 

the relationships between participants’ ratings o f the importance o f principles o f Human 

Capital Theory and the students’ demographic characteristics, and 10 supplemental
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information questions that included information on students academic program, type of 

program (science versus non-science), and type of school (hard science versus liberal 

arts).

Students’ ratings of the Likert scale items were subjected to factor analysis to 

determine specific Likert scale Items that defined the tenets of Human Capital Theory. 

Descriptive statistics were then used to examine participants’ ratings o f the importance of 

tenets of Human Capital Theory for college education enrollment decisions. Pearson 

correlation analysis was employed to examine for possible relationships between 

participants’ demographic characteristics o f age, gender, enrollment status, parents’ 

income, and students income, and the ratings of the importance of the tenets of Human 

Capital Theory for college education choice. Finally, One Way Analysis of Variance was 

used to explore if there were any difference in the way science and non-science students 

made college education enrollment decisions in conformance to principles of Human 

Capital Theory.

Participants’ rated availability of financial aid as most important (M  = 4.23) for 

college enrollment decisions followed by expected direct benefits (M = 4.17) and 

availability of feasible alternatives to education (M = 4.12). Both agency and direct and 

indirect costs were rated below M  = 4.0, the cut off used in this study to define ratings 

above neutrality. Pearson coefficients were calculated for relationships between 

participants’ demographics and ratings of importance of the tenets of Human Capital 

Theory. The calculated coefficients revealed significant relations only between gender 

and direct and indirect costs (r = .16), and parents’ income and both direct and indirect 

costs (r = -.20) and availability of financial aid (r = -.36). There were no statistically
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significant relationships observed for age, students’ income, or enrollment status, 

basically because the sample for this study was homogenous in age (18 — 22 years), 

enrollment status (full-time) and income (below $40,000 annually). The final analysis 

investigated whether conformity o f students’ enrollment decisions to principles of human 

capital theory differed between science and non-science students. The results of One-way 

ANOVA indicated statistically significant variations for program of study and the ratings 

of the importance of feasible alternatives (r\2 = .38), agency (tj2 = .35), and direct benefits 

(tj2 = .38) for college education enrollment decisions. Type of university (hard science 

versus liberal arts) was only statistically significantly related to feasible alternatives {rf = 

.21).

The results of this study suggest that students base their college education 

enrollment decisions on ability to pay and expected short-term benefits of education. 

Availability of financial aid is critical to enrollment especially for female students and 

low socioeconomic status students. Female students and students from low income 

backgrounds are at higher risk of non-enrollment than male students and high income 

students. Institutions can sustain and propagate enrollment of at risk students, even as 

costs of education increase, by identifying students at risk and developing financial aid 

packages and tuition policies specific to their needs and enrollment behavior.

The study also revealed that availability of employment opportunities upon 

graduation is critical for enrollment. In order to enhance enrollment and competitiveness, 

institutions of higher learning should incorporate job market developments into their 

recruitment and admissions models, and curriculum development. Institutions of higher 

learning can also use differentiated tuition policies for different academic programs. Such
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a strategy will ensure that enrollment for programs that are critical for the society, but 

which do not have a high monetary pay off does not stagnate or decline when tuition and 

other education costs increase. The differentiated tuition policies can also be extended to 

programs that tend to primarily attract at risk students and students who are highly 

sensitive to education costs changes.

Lastly, although this study has great implications for higher education policy, 

there is room for further research. The participants in this study were traditional college 

age, first-year students and, hence, the results are limited in generalizability. Replicating 

the study with a broader sample such as including adult students, and students in other 

years of study will yield greater insights for college education enrollment decisions and 

enhance generalizability of results. This study followed a quantitative approach and the 

researcher did not have an opportunity to probe participants’ responses. Replicating the 

study using a mixed method approach might yield further information on how students 

make college enrollment decisions and their understanding of the tents of human capital 

theory.
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SURVEY INSTRUMENT 

Section 1: Demographic Questions

The following questions are intended to gather demographic information. Please select the option 
that best describes you.

1. Please indicate your gender
a. Male
b. Female

2. Please select the category that accurately reflects your age.
a. 18-22 years
b. 23-24 years
c. 25-30 years
d. 31-39 years
e. >40 years

3. What is your enrollment status?
a. Full-time
b. Part-time

4. How would you classify your parent’s household income?
a. $120,000 and higher
b. $80 ,000-$119 ,999
c. $60,000 - $79,999
d. $40,000 - $59,999
e. <$39,999

5. How would you classify your personal household income?
a. $ 120,000 and higher
b. $80 ,000-$119 ,999
c. $60,000 - $79,999
d. $40 ,000-$59 ,999
e. <$39,999
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Section 2: This section contains 22 statements with five possible responses. Please rate the 
statements as accurately as possible to reflect their importance in your decision to enroll for 
college education.

How important was each o f the following to your decision to enroll for college education?_______
__________ C ircle O N E  for each factor____________________

D efinitely P robably N o Probably D efinitely
Factor_______________________________________ unim portant unim portant opin ion im portant im portant

6 Personal opinion/input 1 2 3 £ 5
7 Parental influence 1 2 3 £ 5
8 Friends/ Peer influence 1 2 3 £ 5
9 M entor influence 1 2 3 £ 5
10 High school teacher(s) influence 1 2 3 £ 5
11 Social acceptance 1 2 3 £ 5
12 Long-term  academ ic plans such as 

graduate school
1 2 3 £ 5

13 C ost o f tuition 1 2 3 £ 5
14 C ost o f  books I 2 3 c 5
15 C ost o f  housing 1 2 3 c 5
16 Living expenses such as food, 

transportation, and utilities
I 2 3 £ 5

17 A vailability o f  financial aid 1 2 3 £ 5
18 A vailability o f  m erit scholarship 1 2 3 £ 5
19 Job opportunities after graduation 1 2 3 £ 5
20 Expected starting salary after graduation 1 2 3 £ 5
21 Expected incom e after graduation 1 2 3 £ 5
22 Expected life-long earnings 1 2 3 £ 5
23 Am ount o f foregone earnings/ incom e 

while pursuing college education
1 2 3 £ 5

24 T he difference in earnings betw een high 
school graduates and college graduates

1 2 3 £ 5

25 Expected incom e vs. cost o f  attending 
college

1 2 3 £ 5

26 T he length o f  time it will take to recover 
the expenses I will incur w hile attending 
college

1 2 3 £ 5

27 Job security 1 2 3 £ 5

Section 3: The following questions comprise o f  multiple choice and structural questions requiring 
written responses. Please respond as accurately as possible.

28. What degree program are you currently enrolled in?

29. What is your desired degree major?

30. Has your desired degree major always been your first Choice?
a. Yes
b. No

31. Are you likely to change your mind about your college major?
a. Yes
b. No

32. If likely, why would you change your mind?
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33. Are you likely to change your mind about pursuing college education to graduation?
a. Yes
b. No

34. If likely, why?

35. Are you enrolled at your first choice o f  institution o f  college education?
a. Yes
b. No

36. If not, Please explain briefly why you changed your mind about your first choice?

37. Which is the single most important factor that influenced your decision to enroll for 
college education?
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Table B1

Research Questions Matched to the Literature

Instrument Item Literature
Personal opinion/input Acker et al., 2004; Hossler, Braxton, & Coppersmith, 1989; Hu & Hossler, 

2000; Kem, 2000; Moogan & Baron, 2003; Townsend & Wilson, 2009
Parental influence Bowen etaL, 2008; Guillory & Wolverton, 2008; Henry et al., 2008; Hossler, 

Braxton, & Coppersmith, 1989; Hu & Hossler, 2000; Kem, 2000
Friends/ Peer influence Henry et al., 2008; Hossler, Braxton, & Coppersmith, 1989
Mentor influence Hossler, Braxton, & Coppersmith, 1989; Wright, 2010
High school teacher(s) influence Hossler, Braxton, & Coppersmith, 1989; Wright, 2010
Social acceptance Gilead, 2009; Pema, 2004; Wright, 2010; Livingstone, 2004; Green et al., 

2006
Long-term academic plans such as 
graduate school

Haynes, 2008; Gilead, 2009; Kim & Eyerman, 2006; Pema, 2004

Cost of tuition DesJardins & Bell, 2006; Heller, 1997, 1999; Hu & Hossler, 2000; Kane, 
1999; Kench & Wallace, 2010; Kim & Eyerman, 2006; Larocque, 2003; 
Millet, 2003; Shin & Milton, 2008

Cost of books DesJardins & Bell, 2006; Heller, 1997; Larocque, 2003
Cost of housing DesJardins & Bell, 2006; Heller, 1997; Larocque, 2003
Living expenses such as food, 
transportation, and utilities

DesJardins & Bell, 2006; Larocque, 2003

Availability of financial aid Becker, 1993; Haynes, 2008; Hosier, Hu et al., 1998; Kane, 1999; Kim & 
Eyerman, 2006; Millet, 2003; Steinberg et al., 2009

Availability of merit scholarship Becker, 1993; Haynes, 2008; Hosier, Hu, & Schmit, 1998; Kane, 1999; 
Millet, 2003; Steinberg et al., 2009

Job opportunities after graduation Becker, 1993; Blau & Ferber, 1991; Freeman, 1971; Heller, 1997; 
Kaplan, 2005, 2008; Lauer, 2002; Malqwi et al., 2005; Paulsen & Smart, 
2001; Psacharopoulos & Patrinos, 2004; Shin & Milton, 2008

Expected starting salary after graduation Becker, 1993; Betts, 1996; Fang, 2006; Heller, 1997; Kaplan, 2005, 
2008; Lauer, 2002; Malqwi et al., 2005; Paulsen & Smart, 2001; 
Psacharopoulos & Patrinos, 2004; Shin & Milton, 2008

Expected income after graduation Betts, 1996; DesJardins & Bell, 2006; Fang, 2006; Kaplan, 2005, 2008; 
Malqwi et al., 2005; Paulsen & Smart, 2001

Expected life-long earnings Becker, 1993; Kaplan, 2005, 2008; Psacharopoulos & Patrinos, 2004
Amount of foregone earnings/ income Becker, 1993; Betts, 1996; DesJardins & Toutkoushian, 2005; Kaplan,
while pursuing college education 2005,2008; Lauer, 2002; Voiculescu, 2009; Paulsen & Smart, 2001
The difference in earnings between high Becker, 1993; DesJardins & Toutkoushian, 2005; Douglass, 1997;
school graduates and college graduates Kaplan, 2008; Lauer, 2002; Paulsen & Smart 2001
Expected income vs, cost of attending Becker, 1993; Dale & Krueger, 2002; DesJardins & Toutkoushian, 2005;
college Kaplan, 2008; Lauer, 2002; Paulsen & Smart 2001
The length of time it will take to recover Becker, 1993; Billiot et al., 2004; Voiculescu, 2009; Paulsen & Smart
the expenses 1 will incur while attending 
college

2001

Job security Douglass, 1997; Lauer, 2002; Malqwi et al., 2005; Paulsen & Smart, 2001
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Table Cl

Some Major Tenets o f Human Capital Theory and their Implications fo r  College 
Education Choice

Principle of Human Capital 
Theory

Specific issues to be answered

Agency: Do students make 
their decisions independently 
of other persons?

Enumeration of alternatives: 
Do students evaluate feasible 
education alternatives before 
making a decision?

Time perspective/ lifetime 
earnings: Individuals consider 
flow of income and benefits 
over their lifetimes in making 
decisions (do they formally or 
informally assess the present 
value of their decisions)?

Direct costs: Individuals 
predict or anticipate the direct 
costs of a choice. The 
likelihood of choosing an 
action depends in part on its 
direct costs. v

Indirect costs: The costs of 
not choosing alterative actions 
are recognized. Choice of a 
specific action choice is less 
probable where its indirect 
costs are higher.

Did the student make the decision to enroll for a college education on his/her own?
Did the parents influence the student’s decision to enroll for a college education?
Did the friends influence the student’s decision to enroll for a college education?
Did the mentor/ role model influence the student’s decision to enroll for a college
education?
Did the high school teachers) influence the student’s decision to enroll for a college 
education?

Do students consider the amount of earnings they will forfeit while pursuing college 
education in choosing college education?
Do students consider the difference in earnings between high school graduates and 
college graduates in choosing a college education?
Do students consider job security in choosing a college education?
Do students consider the starting salary in choosing a college education?
Do students consider the length of time it will take to recover the expenses incurred 
while attending college?

Do job opportunities after graduation influence students’ college education decisions? 
Does expected starting salary after graduation influence students’ college education 
decisions?
Do expected long-term income streams influence students’ college education decisions? 
Do foregone earnings during training influence students’ enrollment college education
decisions?
Do students consider the length of time it will take to recover the expenses incurred 
during training?
Do students consider job security in making college education decision?

Does cost o f tuition influence students’ college education decision?
Does cost o f books influence students’ college education decision?
Does cost of housing influence students’ college education decision?
Do students consider living expenses such as such as food, transportation, and utilities in 
making college education decisions?

Do foregone earnings during training influence students’ college education decisions?
Do students consider expected income versus cost of attending college in making college 
education decisions?
Do students consider the length of time it will take to recover the expenses incurred 
during training?
Do students care about being enrolled in their first choice of college?
Do students care about being enrolled in their first choice of degree major?

Direct benefits: The expected 
outcomes are enumerated and 
evaluated, and influence the 
choice.

Do job opportunities after graduation influence students’ college education decisions? 
Does expected starting salary after graduation influence students’ college enrollment
decisions?
Do expected incomes/earnings influence students’ college education decisions?
Do expected long-term income streams influence students’ college education decisions? 
Do students consider job security in making college education decisions?
Do students consider the difference in earnings between high school graduates and 
college graduates in making college enrollment decisions?

Indirect benefits: People 
consider intangible benefits 
and choose actions in part by 
such considerations.

Do students consider social acceptance in making the college education decisions? 
Do students consider long-term academic plans such as graduate school in making 
college education decisions?
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Table D1

Responses to Pilot Study

I te m Respondent t Respondent 2 Respondent 3

Gender 

Aye bracket

Enrollment status 

Paren t's  household income 

Student’s household income 

Personal opinion/input 

Parental influence 

Friends/ Peer influence 

M entor influence 

High school teuchcr(s) influence 

Social acceptance

Long-term academic plans such as graduate 
school

Cost o f tuition 

Cost o f  books 

Cost o f  housing

Living expenses such us food, transportation, and 
utilities

Availability o f  financial aid 

Availability o f  merit scholarship 

jo b  opportunities after graduation 

Expected starting salary after graduation 

Expected income after graduation

female 

23-24 years

full-time

$80,000 - 119-999

< $39,999

5

5

4

4

3

male

24-30 years

full-time

$40,000- 
59.000 

<  $39,999

1
5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

male

19-22 years 

part-time

$80,000-119,000 

< $329,000 

5 

2 

4 

3 

3
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Respondent 4  Respondent 5 Respondent 6

Mate female Male

19-22 years 19-22 years 24-30 years

full-time part-time ftill-timc

$60,000 - <  $39,000
79.999

< $39,000 < $39,000

5 5 5

4 5 5

3 2 5

5 5 5

2 I 1
3 3 1

5 4 3

3 4 4

2 3 4

1 3 1

1 3 1

1 3 4

3 3 2

3 3 5

2 4  5

2 3 5

Respondent 7 Respondent 8 Respondent 9

male Female male

19-22 years 30-39 years <18

full-time part-time part-time

$80,000 - 119.000 $60,000 -
79,999

$80,000 -119 .000  $40,000 • 59,999 $60,000 -
79.999)

5 5 3

5 1 5

4  1 1

3 1 1

5 1 1

3 1 1

5 5 4

5 4 3

5 4  1

3 4 1

4 4  I

4  5 4

3 1 I

5 5 5

5 1 2

5 1 2



Table D1 (continued)

I te m  R e s p o n d e n t I R e sp o n d e n t 2  R e s p o n d e n t 3________________ R e s p o n d e n t4  R e s p o n d e n t s  R e s p o n d e n t6  R e s p o n d e n t?  R e s p o n d e n t 8  R e s p o n d e n t9

E x p e c te d  l ife - lo n g  e a rn in g s 5 5 2 2 3 4 5 1 3

A m o u n t o f  fo re g o n e  e a rn in g s /  in c o m e  
w h ile  p u rs u in g  c o l le g e  e d u c a t io n

3 5 2 2 3 3 5 1 3

T h e  d if fe re n c e  in  e a rn in g s  b e tw e e n  h ig h  
s c h o o l g ra d u a te s  a n d  c o lle g e  g ra d u a te s

5 5 2 2 3 2 5 I 2

E x p e c te d  in c o m e  v s . c o s t  o f  a tte n d in g  
c o l le g e

5 5 2 2 3 4 4 3 1

T h e  le n g th  o f  t im e  it w ill ta k e  to  r e c o v e r  
th e  e x p e a s e s  1 w ill in c u r  w h ile  a t te n d in g  
c o lle g e

3 5 2 2 3 4 4 I 3

J o b  se c u rity 5 5 2 4 3 4 5 1 1

W h a t d e g r e e  p ro g r a m  a re  y o u  c u r re n t ly  
e n r o lle d  in?

L e a d e rsh ip  & A d m in is tr a t io n B a c h e lo r  o f  
A r ts

B a c h e lo r  o f  A rts B a c h e lo r  o f  
A r ts

B a c h e lo r  o f  A rts B a c h e lo r  o f  
A r ts

B a c h e lo r  o f  A r ts B a c h e lo r  o f  

A rts

B a c h e lo r  o f  

A rts

W h a t is y o u r  d e s i re d  d e g r e e  m a jo r? in te rn a tio n a l  r e la t io n s  o r  
h u m a n  re s o u rc e

B ib lic a l

S tu d ie s

L e a d e rsh ip  &  

A d m in is tr a t io n
R e lig io u s
S tu d ie s

R e lig io u s  S tu d ie s R e lig io u s
S tu d ie s

L e a d e r sh ip  & 
A d m in is tr a t io n

L e a d e rsh ip  &  

B ib le

B ib le

H a s y o u r  d e s ire d  d e g r e e  m a jo r  a lw a y s  
b e e n  y o u r  firs t C h o ic e ?

y es y es n o y es y es y es y e s Y e s no

A r c  y o u  l ik e ly  to  c h a n g e  y o u r  m in d  a b o u t 
y o u r  c o lle g e  m a jo r?

I f  lik e ly , w h y  w o u ld  y o u  c h a n g e  y o u r 
m in d ?

n o no n o n o no no n o N o no

A re  y o u  lik e ly  to  c h a n g e  y o u r  m in d  a b o u t 

p u rs u in g  c o lle g e  e d u c a t io n  to  g ra d u a tio n ?  

I f  lik e ly , w h y ?

n o no y es

1 m a y  a c h ie v e  m y  d e s ire d  
p ro fe s s io n a l s ta tu s

n o m a y  b e

1 a m  s tu d y in g  fo r  

k n o w le d g e  n o t a  
d e g re e

no n o N o no

A re  y o u  e n r o lle d  a t y o u r  f irs t  c h o ic e  o f  
in s ti tu tio n  o f  c o lle g e  e d u c a t io n ?

I f  n o t. P le a se  e x p la in  b r ie f ly  w h y  y o u  
c h a n g e d  y o u r  m in d  a b o u t  y o u r  firs t 
c h o ic e ?

n o

T h e  d e g re e  s e e m e d  m o re  
in te re s tin g  b u t it w a s  c a n c e lle d

n o y es no

m e n to r
in flu e n c e

y es yes y e s Y e s y es
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Table D1 (continued)

Item Respondent 1 Respondent 2 Respondent 3 Respondent 4 Respondent 5 Respondent 6 Respondent 7 Respondent 8 Respondent 9

Which is the single most important factor 
that influenced your decision to enroll for 
college education?

Getting a good 
paying job and 
have a good life

money the institution’s 
ability to help 
foster the 
dreams and 
goals God gave

God’s word on 
my life

my brother is 
going here

my desire to 
receive tools to 
serve God in 
ministry

dad wanting to 
know
knowledgeable 
expression of 
Christian living

know how the 
bible works

How would you describe the readability of 
the items (How easy was it for you to read 
the questions, were they clear)? Please 
explain

the questions 
were clearly 
and I easily 
understood 
them

The readability 
of the questions 
were fine

it was well 
written and 
easy to read

clear and 
concise

1 can read it it was easy and 
very easy to 
read and 
understand

Yes yes

How easy was it for you to understand the 
items’ content? Please explain.

Are there any items that were not clear 
(content) to you? Please explain

1 had to read it 
twice and think 
for a minute but 
1 finally got it

Everything was 
clear and in a 
language 1 
understood

it was very easy 
for me to 
understand the 
items’ content

No. all the 
questions were 
clear; 1 know 
what you were 
asking

very easy 

no

easy. Very well 
written

no

I understood it it was easy to 
understand, 
therefore easy 
to answer the 
questions
no all was 
explained well 
and easy to read 
and understand

totally not 
problem

None

every easy 

no

Did you feel uncomfortable responding to 
any of the questions? Please explain

nothing was 
uncomfortable

No. 1 was 
comfortable 
answering all 
the questions

no no no 1 was
comfortable 
answering all 
questions

No no
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IRB APPROVAL TO CONDUCT RESEARCH

*3-U&r-2&13

K ii^o Ktpri Acteons 
M ercer U nraej'scty 
Tift College o f Education 
3©m. Mescer unjvers&ty or 
Aitanta^GA 30341

RE: Oritage EdtBEstiaa# Choke: An iiwesttgstittra o f  FcretY ^r stawfsnsts8 CmoQircant D eepens* Cwrfwraity to  to e  F^mirfp-ss o f 
Mjan2CT Capitall Theory (H2332075

OeerAdams:

Your apjdicatioR entitled: College education Cfsccce: An Investigation o f First Vear students* E nrolm ent tteds ions' Confonnity 
to  toe  Principles o f Human capital Theory (H13Q2075 w as reviewed by this institutional! Review Board fo r Human Subjects 
Research in  accordance with Federal Regulations 21 OFft 56.1101b) and  dSCFadfLllOtb) (for expedited  review) and  was 
approved lander Category 7 oar S3 F% 603S4.

Ycur application w as approved fo r one year of study o n  i3-fVJar-20i3_ The protocoi expires 13-Mar-2014L if the  study continues 
beyond one year, ctnuast be re-evaCuated by th e  IRB Committee.

n«n|s)AppKMnd:
fCecr App3w3tio3

Please com plete th e  survey fcr th e  ist& and th e  Office o f  Research com pliance, to access toe survey, dic&crt to s  fdlcwosg
tato: heto://»tB»://^vitVwSufVfevqnertto».etrt,n/8/K?cnBgt 

itespectfidSy,

o L ( l£ .U £ 3
Ava chambfiss>SGChardso^ ML ED., CO>, aws 
Member
intuitional Review Beard
M ercer University m s & Office o f  Research com pliance 
Phone (471) 302-4101 
Pan (478)301-2323
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LETTERS OF RESEARCH AUTHORIZATION FROM RESEARCH SITES 

October 29,2012

Ms. Hiuko Ngari Adams 
Ph.D. Candidate 
Mercer University 
1378 Noel Drive 
Atlanta, GA 30319

Dear Ms. Adams:

I have read your survey proposal related to you dissertation and agree it is information that would 
contribute significantly to the college selection process.
We, are more than willing to administer the survey to our first-year
students that started in fall 2012. It is my understanding that once the instrument is approved by Mercer 
University, I will be sent the link to it and we, H | ,  will forward the link to our students for completion of 
the survey.
If additional questions or approvals are needed, please don’t hesitate to ask.

Sincerely,



169

DATE: November 26, 2012

TO: Hiuko Ngari Adams

Associate V ice President for Advising, Retention and Graduation Initiatives 
Dean o f  University College 

SUBJ: Survey of First-Year Students

Subject to the conditions listed below, H H H H H H H H H  Srants permission to survey 
first-year students.

1. The survey instrument used is the one sent/received on this date, November 26, 2012.
Any modifications made prior to distribution to the student participants are subject to 
approval by H H  ____

2. The survey instrument and cover letter will be supplied to H I  (specifically to | 
■ H H  who will then distribute it to all first-year students except as noted in item #5.

3. A copy o f the IRB approval from Mercer University will be supplied to H I
to H U H I H I H H I

4. The cover letter will clearly state that participation is voluntary and students will be able 
to opt out at any time and that, by doing so, they will not have their responses recorded.

5. The survey will not be distributed to any individual who is not 18 years o f  age or older at
the time of distribution. The letter should also clearly state that any individuals who do 
not meet the age requirement, but who receive the survey by mistake, should not 
complete the survey. ____

6. The analysis o f  the results o f  the survey shall be made available to H I  for internal use 
only.
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September 2 7.2012

Hiuko Neari Adam s 
1378 N oel Drive 
Atlanta. G A  303 1 9

Dear Ms; Adam s:

'This Iettef ger^ to inform you ks& cajefuUwfcvveWê  youf
t̂ viestfecoft<kctQ pilal.vtttdy far yew 'V.-.-

H: ; * J  dstefm iJS^ dcA fhd$tjS?.arv^ risks to  participants and/cr
violate any institutional values o r standards. You are hereby granted permission to  administer the 
research survey to first year students for the pilot study. in the departm ent of student
life and enrollment management, will provide you with contacts for th e  first year students currently 
enrolled. You must ensure that any interaction with the students Is for the pilot study anti that any 
information provided to you is held confidential and only used for the  purpose of pilot study.

Finally, i wish you every' success through the dissertation process. Do not hesitate to  contact me 
my office if you need any further assistance or

clarification.

Sincerely

t ’3

V ice President
Student Life and Enrollment M anagm eni

Wirt*sm
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LETTER OF WEB BASED INFORMED CONSENT

Title o f Project: COLLEGE EDUCATION CHOICE: AN INVESTIGATION OF FIRST YEAR
STUDENTS’ ENROLLMENT DECISIONS CONFORMITY TO THE PRINCIPLES OF HUMAN
CAPITAL THEORY
Investigator Name: Hiuko Ngari Adams
E-Mail Contact Information: hiukoadams@gmail.com

You are invited to participate in an online survey for a research project conducted through Mercer 
University. Mercer University’s IRB requires investigators to provide informed consent to the research 
participants.
The purpose o f this online research study is to examine how students make college education enrollment 
decisions. Your participation in the study will contribute to a better understanding o f  how students make 
college enrollment decisions and your overall benefit lies in participating in and contribution to a policy 
study that may inform college recruitment, admission and tuition policies. You must be at least 18 years old 
to participate.
I f  vou agree to participate
The survey will take approximately twenty minutes o f your time. You will complete an activity about 
college education enrollment decision making process. You will not be compensated. 
Risks/Benefits/Confidentialitv o f  Data
There are no known risks for participating in this research. There will be no costs for participating.
Although your participation in this research may not benefit you personally, it will help us understand how 
students make college enrollment decisions. Your name and email address will not be kept or required 
during the data collection phase. Only the investigator will have access to the data during data collection. 
Participation or W ithdrawal
Your decision to participate or decline participation in this study is voluntary. You may decline to answer 
any question and you have the right to withdraw from participation at any time. Withdrawal will not affect 
your relationship with Mercer University in anyway. If you do not want to participate, click on the “stop 
survey” arrow or close the browser window.
If you do not want to receive any more reminders, you may email us at hiukoadams@gmail.com.
Contacts
If you have any questions about the study contact the investigator Hiuko Ngari Adams at 404-869-7777 or 
send an email to hiukoadams@gmail.com. Mercer University’s Institutional R eview  Board (IRB) reviewed 
study #(H1302075) and approved it on [March 13, 2013].
Q uestions about vour rights as a research participant
If you have questions about your rights or are dissatisfied at any time with any part o f  this study, you can 
contact, anonymously if you wish, the Institutional Review Board by phone at (478) 301-4101 or email at 
ORC_Research @Mercer.edu.

If you agree to participate in the research study, click on the following link HTTP://LINK TO STUDY  
URL

Thank you in advance for your time and participation!

Please do not forward this e-mail to others.
Please print a copy of this document for your records.
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