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Part 1

Examining Assumptions
THINKING REALISTICALLY
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31

EVERYONE MUST GO TO A 
FOUR-YEAR COLLEGE
Be true to how you’re wired

Many  people saunter into a four-year college with far less critical 
thought than they give to the decision to buy a car. I’m not talking 
about the question of which four-year college to attend; I’m talking 
about the decision to go in the first place. Too often, it’s more of an 
assumption than a decision.

This chapter is about examining that assumption. Like a snow-
board, an iPad, a car, or any other major purchase, a four-year college 
education is a product. It’s something you purchase —  with lots of 
money. Unlike other products, it also costs you lots of time. It’s dan-
gerous to assume it’s necessary to buy something, especially if that 
something comes with a hefty price tag. It’s smart to consider if our 
desires fall under the umbrella of “needs” or “wants.” And no matter 
what you may have heard, four-year colleges are not for everyone. 
They’re especially not for everyone who’s barely eighteen and has 
just finished high school.

Perhaps you’ve never asked yourself whether or not you should 
go to a four-year college. Maybe you think, Of course I’m going to 
college! High school is wrapping up soon. What else would I do next? Rest 
assured, you haven’t picked up an anti-college screed. I’m assuming 
that anyone reading this book is either hoping to get a degree or is in 
the process of getting one. And for good reason. Just about all of us 
need some kind of degree, certification, or advanced training to be 
successful in the twenty-first century workforce.

But that doesn’t mean everyone should pursue a bachelor’s 

Trap 1
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32 Examining Assumptions

degree immediately after high school. What kind of training to get, 
when to get it, and where to get it are decisions you should make in a 
deliberate manner. If what you’re after is a ticket to the middle class, 
a bachelor’s degree is not the only way to get there, and depending 
on how you’re wired, it may not be the best way. Let me at least give 
you several equally valid, less expensive, and less time-consuming 
alternatives to consider.

A four-year college is too expensive to wander into just because 
it’s somehow expected of you or because you have nothing better to 
do. Only go to a four-year college if it makes sense.

Three Reasons to Reconsider the “Go Right 
to a Four-Year College” Assumption

1. Getting accepted into a four-year college may not mean much. That 
probably sounds weird or even rude, so let me explain. Throughout 
most of U.S. history, getting accepted into a four-year college was 
itself a big deal. It meant you had done well in your previous school-
ing and that your teachers along with the college admissions folks 
recognized your potential for greater intellectual feats. College 
was for the few, not the many. But it’s not like those who didn’t go 
to college were condemned to a life of poverty. They went on to 
enjoy meaningful jobs, stable careers, and middle-class lifestyles. 
As recently as 1970, only one in four members of the middle-class 
workforce had any formal education beyond high school.1

But then low-skill jobs started disappearing, and college gradu-
ates began to see their earnings rise dramatically, particularly those 
in fields like technology, finance, law, and health care. High schools 
and parents got the memo and ramped up a campaign to pitchfork 
more teens into the halls of higher education. By 1990, about six in 
ten high school graduates immediately headed to college, and by 
the year 2002, that figure had reached 65 to 70 percent, where it 
remains today.2

As the number of students going to college was rapidly increas-
ing, the number of colleges was also on the rise.3 You may recognize 
the terms supply and demand. When there is a lot of demand for 
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33Everyone Must Go to a Four-Year College

a product —  higher education, in this case —  it invites more partici-
pants to enter the market. More than one out of three of today’s four-
year colleges did not exist in 1980. As these new colleges popped 
up, many of them implemented an open admissions policy, a trend 
that had begun a decade or two earlier. As long as an applicant met 
certain minimum standards (test scores, high school GPA) —  and in 
some cases, no standard other than a GED or high school diploma —  
they were guaranteed admission.4

Now where did this open admission trend come from? On the 
one hand, there was a sincere desire to give everyone a crack at a col-
lege education. To the extent that a slew of high-paying careers were 
increasingly accessible only to those with a bachelor’s degree, col-
leges viewed minimal entrance standards as a means of avoiding elit-
ism. The value of everyone having equal access to all that America 
represents had gripped the nation in the days of Martin Luther King 
Jr. and the Civil Rights movement. Colleges were simply following 
suit. If someone had completed high school and aspired to earn a 
bachelor’s degree, why would you deny him or her that opportunity?

But there’s also a more cynical interpretation: The colleges 
wanted the extra business. Tuition dollars are the lifeblood of all 
but the most elite colleges and universities. New colleges in par-
ticular often feel compelled to attract more students in order to pay 
their bills, ser vice their debt, and develop their limited and often 
dilapidated infrastructure. In 2013, education expert Jeffrey Selingo 
estimated that one-third of all colleges were on an unsustainable 
financial path, and another quarter of colleges were in serious risk of 
joining them.5 And a 2014 survey of college and university presidents 
found that only half were confident in their institution’s financial 
model over the next decade.6

Colleges that are desperate for tuition dollars are more than 
happy to squeeze a few more students into a classroom. The upshot 
is that if you graduate from high school and have a pulse, you can 
probably get into college somewhere.7 Frank Brock, a former president 
of Covenant College (a respected Chris tian college in Georgia), put 
it this way: “Students used to worry about getting into college; today 
enrollment-driven colleges worry about getting students.”8 That’s 
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34 Examining Assumptions

why you probably have a large box of college advertisement mail and 
why you see ads and billboards for colleges everywhere, especially 
niche graduate programs in fields you didn’t know existed.

Maybe you’d be the first member of your family to graduate from 
a four-year college. Everyone is pushing you to just waltz into the 
financial aid office, secure a slew of loans, and get on with it. But just 
because a college wants you doesn’t mean you should want them. 
And just because a college wants you doesn’t mean you’ll graduate, 
which leads me to the next point.

2. Almost half (44 percent) of those who start off at four-year colleges or 
universities haven’t graduated . . . six years later.9 Almost no one starts 
college thinking he or she is going to be in that statistic, yet that’s 
where almost half of incoming freshmen end up. Graduation rates are 
much higher at some colleges than others, but high school academic 
performance and a student’s financial status are remarkably good 
predictors. So the good news is that you can size up your chances of 
making it right from the get-go. Of those who finished high school in 
the bottom 40 percent of their high school class, three out of four will 
not complete a bachelor’s degree, even if given eight and a half years 
to do so.10 Among incoming students told they need to repeat high 
school level coursework (a.k.a., be remediated), only one in three 
will complete his or her bachelor’s degree in six years.11 The upshot? 
If high school academics weren’t your thing, a traditional four-year 
college probably won’t be either.12 Do something else.

Financial status is an even stronger predictor of college success 
than high school academic performance. Regardless of academic abil-
ity, it’s reported that among students whose families are in the bot-
tom income quartile (lowest 25 percent), only 8 percent will earn 
their bachelor’s degree by age twenty-four. But if your family is in 
the top income quartile, your odds of having a bachelor’s degree at 
age twenty-four are better than 80 percent.13

How much sense does that make? It’s heartbreaking. Many of us 
grew up believing that social mobility —  the idea that if you work 
hard and play by the rules, you can begin life in poverty but rise as 
high as your talents, efforts, and accomplishments take you —  is the 
birthright for all Americans. But we’re not seeing enough of it these 
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35Everyone Must Go to a Four-Year College

days. Good  people of various persuasions are debating how to 
increase social mobility and college graduation rates, but since this 
isn’t a public policy book, I’m not planning to go there. I want to 
focus on how you can beat the college debt trap. Today. Regardless 
of our broken system. Because if there’s one thing I’ve learned, it’s 

that you can’t wait until the 
world is perfect to start doing 
what only you can do to build a 
better life.

We’ll talk later about how 
to lower the expense of college. 
For now, let’s just observe that 
it’s important to count the cost 
before even starting. Make sure 
you have what it takes to gradu-
ate —  financially, academically, 

and in terms of personal commitment and discipline. A four-year 
college or university can be a great investment, but you really do 
need to graduate.

Caveat: Regardless of your family income, if you were a top stu-
dent in high school, or you did well on your SAT or ACT, do not 
assume that four-year colleges will be too pricey. There are schools 
out there with the resources to be generous to students like you. 
More about this in Trap 3.

3. Attending a four-year college is superexpensive. This isn’t a reason 
never to pursue a bachelor’s degree. It’s perhaps a reason to delay 
that pursuit until you’ve earned or saved enough money to at least 
start college relatively debt-free. And if your parents are planning 
on helping you pay for college, they could use the extra time as 
well. Avoiding loans, especially in the early years, is a great strategy, 
because the less time interest is accruing, the less you end up hav-
ing to pay back.15

Even if you go for a bachelor’s degree, there are expensive ways 
and inexpensive ways to earn one (as we’ll discuss in Trap 3). The 
former can lock you into years of crushing debt, as it did for my 
friend Michael. He spent five years at a community college followed 

Factoid
The United States has the high-
est college dropout rate in the 
industrialized world. While seven 
out of ten high school graduates 
go on to college, less than half 
of twenty-five- to thirty-four-
year-olds (44 percent) have a 
college degree of any sort.14
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36 Examining Assumptions

by four years at a university until he finally picked up his bachelor’s 
degree —  and more than $80,000 of debt. Some ten months after 
graduating, he landed a job with the county as an environmental 
safety inspector. He’s now thirty and living with his parents, who are 
helping him pay off his loans and avoid bankruptcy.

So if a four-year college isn’t the best move for you, or at least 
not the best move right away, what else is out there? Let me walk 
you through a few alternatives, all of which can save you tens of 
thousands of dollars now, and none of which close the door on get-
ting your bachelor’s degree later.

Alternatives to Going Straight from 
High School to a Four-Year College

1. Get an associate’s degree in a strategic, marketable field. In 2014, of 
the 18 million students in undergraduate programs, 7.3 million were 
at two-year colleges.16 That’s not terribly lopsided, but many of those 
two-year students don’t ultimately earn associate degrees.17 They 
just pick up credits on the cheap and, if all goes well, transfer them 
into bachelor’s degree programs —  usually a smart, cost-saving move.

There’s nothing wrong with wanting a bachelor’s degree. It’s what 
I did, and it worked out great. But here’s the thing: Depending on 
what field you pursue, there may or may not be a job waiting on the 
other side. A 2010 report from Georgetown University economists 
predicted that future job openings for college graduates will be split 
roughly fifty-fifty between those requiring bachelor’s or advanced 
degrees and those requiring associate’s degrees or occupational 
certificates.18 But in 2012, bachelor’s degree recipients outstripped 
associate’s degree recipients by about 75 percent.19

Part of the problem is that many high school guidance counselors, 
teachers, and parents look down on associate’s degrees as second 
class, mere consolation prizes for those who can’t cut it at “real” col-
leges, and one-way tickets to a lower income and a less fulfilling 
life. So they push everyone to the four-year colleges and universities, 
which, as I explained earlier, virtually any high school graduate can 
get into these days.
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37Everyone Must Go to a Four-Year College

But are these negative perceptions about associate’s degrees 
accurate? The graph below shows the annual salaries for three occu-
pations that you can access with an associate’s degree, each of which 
the Bureau of Labor Statistics expects to be among the fastest-
growing fields through 2020.20 The average salary for someone with 
a bachelor’s degree is also shown for comparison.21

Average Annual Salary — 2012

It turns out you can do well with an associate’s degree compared 
to a bachelor’s degree, especially considering that an associate’s 
degree can usually be earned in less time and at less cost.

A handful of states have 
begun publishing the average 
earnings of recent graduates 
from two-year and four-year 
colleges for the spectrum of 
disciplines that students can 
pursue.23 Texas found that “a 
year after graduation, students 
with two-year technical degrees 
have first-year median earnings 
of more than $50,000, just over 
$11,000 more than graduates 

Factoid
Economists predict almost as 
many job openings for associ-
ate’s degrees and occupational 
certificates as for bachelor’s 
and advanced degrees. About 28 
percent of workers with associ-
ate’s degrees earn more than 
the median earnings of workers 
with bachelor’s degrees.22
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38 Examining Assumptions

of bachelor’s degree programs across the state.” In Colorado, one 
year after graduation, students with career-oriented Associate of 
Applied Sciences (AAS) degrees were “earning almost $7,000 more 
than graduates of bachelor’s degree programs across the state.” In 
Virginia, “graduates of occupational/technical associate’s degree 
programs, with an average salary of just under $40,000, out-earned 
not only nonoccupational associate’s degree graduates —  by about 
$6,000 —  but also bachelor’s degree graduates by almost $2,500 
statewide.”24 You get the picture.

Keep in mind that most  people with an associate’s degree earn 
less than most  people with a bachelor’s degree.25 So to earn a higher 
salary, you have to choose a strategic field (the health care and tech-
nology sectors are strong). Also note that the figures in the previous 
paragraph are for recent graduates. Over the long run, bachelor’s 
degree recipients can experience large salary increases, depending 
on their industry and especially if they move into management. But 
it’s also true that an associate’s degree can be a stepping-stone to a 
bachelor’s degree or some other advanced certificate. In the mean-
time, you’re out of school faster and earning real money sooner.

2. Learn a skilled trade. While many college graduates struggle 
to find full-time work in their field, on the other side of the spec-
trum, we’ve got employers complaining that they can’t find enough 
 people with the right skills to hire. Manpower Group, a North 
American – based multinational human resource consulting firm, 
conducts a massive annual survey to identify which jobs employers 
have the most difficulty filling. At the top of the list, for four years 
in a row (2010 – 2013), are skilled trade workers.26 Think electricians, 
welders, mechanics, HVACR technicians, and so on.

Why don’t we have enough skilled trade workers? Here’s how 
Manpower put it in their 2012 Talent Shortage Survey report: “As 
educational systems around the world have focused on four-year 
university education, this has resulted in the decline of vocational/
technical programs —  both curricula and enrollments have eroded 
over the past several decades. In addition, with fewer new workers 
to offset current retirements in the skilled trades, many economies 
will face continued shortages in the future.”27
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39Everyone Must Go to a Four-Year College

What they’re saying is that the “everyone should go to a four-
year college” pendulum has swung too far. Many high schools have 
emphasized four-year college preparation at the expense of voca-
tional preparation. High school classes such as auto repair, welding, 
electronics, and woodworking have largely gone the way of the dino-
saur. I think Advanced Placement and International Baccalaureate 
classes are important, but there needs to be a balance. We all depend 
on skilled workers to provide us with paved roads, indoor plumb-
ing, new buildings, working electricity, and much more. While our 
economy needs more well-trained four-year college graduates, we 
also need more young adults with strategic associate’s degrees or cer-
tificates in the skilled trades.28 With only 44 percent of the twenty-
five- to thirty-four-year-old population having any sort of post-high 
school degree, we must have an “all of the above” approach.

The other factor is that skilled trade workers are retiring faster 
than we’re replacing them. Employees tend to be older (53 percent 
are over forty-five), but they’re also more likely to hang it up at sixty-
five.29 That bodes well for those at the beginning of their careers. 
Work hard, and your skills, income, and opportunities should grow.

Age
Percent of skilled trade 

workers in the U.S.
Overall U.S. 
workforce

45 – older 53 percent 44 percent

55 – 64 19 percent 16 percent

65 – older 2 percent 5 percent

So how do you get started in the skilled trades? Either at a trade 
school (a.k.a. vocational school) or through a registered apprentice-
ship. Both combine classroom instruction with hands-on training, 
and with either, check them out thoroughly before enrolling. Some 
trade schools are affordable, accredited with the appropriate agency, 
and boast high graduation rates, top-notch instructors, and a stellar 
job placement record. It’s best if they grant an associate’s degree 
(such as an Associate of Applied Sciences) at the completion of 
their training. Others are expensive, unaccredited, and have low 
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graduation and job placement rates. Not surprisingly, these schools 
have higher student loan default rates.

Apprenticeships range from one to six years, averaging about 
four years. Most of the time apprentices earn while they learn. You’d 
want to choose from one of the twenty-one thousand or so registered 
programs throughout the country. The Office of Apprenticeship 
(OA) works in conjunction with independent State Apprenticeship 
Agencies (SAAs) to monitor the quality of these programs and to 
ensure the safety of some 350,000 participants.30 Their website is 
www.doleta.gov/oa.

3. Join the military. Enlisting in the armed ser vices is a brave and 
big commitment. The military’s primary task is to defend the U.S.’s 
national security interests at home and abroad (as determined by 
fallible political leaders). But if you have the physical and emotional 
fortitude to participate, it’s an honorable profession that will equip 
you for adulthood in profound ways. The military offers exceptional 
on-the-job training and provides generous educational funding for 
traditional colleges. You can either be a full-time student while in 
the military (for example, through an ROTC program), or you can 
go to college full-time after you leave the ser vice. Either way, it’s all 
on Uncle Sam’s dime, including books and living expenses, assum-
ing you put in the required time of ser vice. The veterans I’ve had 
as college students have always been characterized by maturity, a 
strong work ethic, and a deep sense of personal responsibility. And 
if you serve for ten years, even after you’ve completed college or 
dropped out along the way, the government will forgive all your 
federal student loans.
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Jacob’s Story
I joined the Navy because after sitting at a desk for 
twelve years, four years of college seemed like an eter
nity. Two recruiters convinced me that the educational 
opportunities in the Navy were abundant. I signed up 
for their Nuclear Propulsion Program. It offered train
ing that was sure to make me a success, whether I 
stayed in the military for twenty years or got out as 
soon as my mandatory ser vice was completed. Little did 
I know that the Navy would send me to several differ
ent training commands (schools by a different name) 
and that I wouldn’t report to my first ship until sixteen 
months after I had joined. While I was in the ser vice 
the Navy paid for my associate’s degree via the Tuition 
Assistance Program. I ended up getting out after six 
years and getting a job as an operations technician at an 
air separation plant. One of the reasons I was hired was 
my military ser vice and the training I received in the 
Navy. Later I used the GI Bill and went back to college, 
graduating with a BS degree in Nuclear Engineering.

4. Take a year off before college. Earlier I mentioned the advantage 
of delaying college to give you and maybe your parents a chance 
to put away some money. That requires you having a job that pays 
enough to let you save for college —  a greater likelihood if you’ve got 
an associate’s degree, trade school certification, or a marketable skill 
(maybe photography, website design, or teaching piano). But apart 
from the possibility of saving money, if you’re almost done with high 
school and aren’t sure what you want to do next, consider taking a 
year off.

Here’s why. Changing majors is a big reason that the majority 
of students take more than four years to complete their bachelor’s 
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42 Examining Assumptions

degree, which usually means taking on more debt. But a year off 
between high school and college can help you get a better sense of 
who you are and what you want to study. If you go this route, I recom-
mend keeping yourself busy with structured, intentional pursuits.31 
The last thing you want to do is waste thirty hours per week playing 
video games and chatting on social media. Clocking twenty to thirty 
hours per week in a good part-time job, taking classes in an area of 
interest at a local community college, shadowing a professional who 
works in a field you’re considering, studying to improve your ACT/
SAT test scores, and learning more about different college majors, 
including associate’s degrees and skilled trades, are all legitimate 
ways to spend the time. In other words, use this year to become more 
focused on specific professional objectives; on developing personal 
discipline, study skills, and a work ethic; and on getting a better idea 
of the kind of academic or technical training you’ll need to achieve 
your professional aspirations. You’ll be more likely to make a straight 
path through college, which will save you a ton of money.

If you’re a high achiever, there’s something to be said for getting 
off the performance treadmill for a year and pursuing a structured 
ser vice or entrepreneurial experience, such as doing missions work, 
serving with AmeriCorps, carrying out community or church-
related ser vice, getting a cross-cultural experience, or starting a 
business. Many find it to be a transformative experience, one that 
expands their horizons and gives them a wider outlook on life and 
what they hope to become. They return to the academic world 
invigorated and with a greater sense of purpose and focus. And 
if what you do in this “gap year” is somehow connected to your 
professional aspirations, you’ll have a taste of what’s waiting for you 
on the other side of school.32 That sense of informed anticipation 
will motivate you to do well.

Caveat: Watch your budget. You don’t want to go broke before you 
go to college.
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43Everyone Must Go to a Four-Year College

The Bottom Line
Are you ready for college? Here are a few questions to help you 

assess if you’re ready to take on the financial and academic commit-
ment of a traditional four-year college:

 1. How well did you do in high school? If you did poorly, or 
if high school was a long time ago, it’s best to ease into the 
college workload. Take one or two classes per semester 
at a community college or through an inexpensive online 
program —  classes that are sure to count toward a four-year 
degree. If you have a high-paying day job, keep it while 
earning credits on the side. But work with the college’s 
advising office to make sure you’re taking classes that will 
count toward your bachelor’s degree.

 2. Are you emotionally ready to sit in a chair and study for forty 
hours per week for the next four to five years? If you’d rather 
do something that combines thinking and doing, consider 
a skilled trade or an associate’s degree. You don’t have to 
jump through the academic hoops and be like everyone 
else. Skilled trades people will always be in demand. And 
mechanics, electricians, and dental hygienists can never 
have their jobs shipped overseas.

 3. If you’ve decided college is for you, and you’re emotionally 
ready to go, what can you afford, not just now, but for the 
next five years, assuming tuition goes up, say, 5 percent per 
year? Also factor in living costs, including books. (More on 
this in Trap 3.)

 4. How well do you know what you want to major in? The bet-
ter you know your strengths and interests, and the careers 
they can lead to, the less likely you are to change majors. 
(More on this in Trap 4.)

But before we talk about choosing a college and a major, we need 
to examine our assumptions about paying for college and who’s 
responsible when we sign that oh-so-convenient loan paperwork. 
That’s what we’ll tackle in Trap 2.
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IT’S ALL JUST GOING  
TO WORK OUT

Understand why college is  
expensive and take responsibility  

for how you pay for it

“We did what we were told to do: go to college, get an education, 
you’ll get a job, you’ll get a house, you’ll be cool,” Rose Swidden 
said. Rose was about to graduate from the State University of New 
York (SUNY) Cobleskill with a degree in agriculture —  and $35,000 
in student loan debt. “And that’s what we did. And now here we are 
done with it —  and now what?”1

Jessica stepped forward: “I did everything I was supposed to do. 
I went to college and graduated. Now I’m a waitress with a master’s 
degree, barely scraping by.”

And Matthew: “I’m twenty-four years old and am $90,000 in debt 
from getting a college education. Why are we punished for getting a 
higher education? College was supposed to make my life easier, but 
now I can barely make my loan payments.”2

It was the fall of 2011 and the heyday of the Occupy Wall Street 
protests. Students, graduates, and dropouts all across the country 
were decrying the burden of student loan debt. There was a palpable 
sense of helplessness and indignation. Some were demanding the 
immediate forgiveness of their student loan debt, insisting they got 
a raw deal.

Now travel with me to just about any campus in America. Let’s 
walk up to a few random students and ask them about their loans. 

Trap 2
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Based on experience, I expect a lot of conversations will sound like 
this:

“May we ask you about student loans?
 “Yeah, I’ve got a  couple of loans.”
“Do you know how much you’ll owe when you graduate?”
 “Not really. It’s complicated. Each of the loans works 

differently.”
“Do you know how much your monthly payments will be  

when you graduate?”
 “No, but I’m sure it’s all going to work out somehow.”

As they say, ignorance is bliss. But it doesn’t take long for naive 
optimism to morph into the disillusionment we saw in Rose, Jessica, 
and Matthew. The dream of a college degree can quickly become a 
student loan nightmare.

I want you to avoid that fate. (Too late for that? Keep reading. 
We’ll talk later about getting free.) In this chapter, we’ll take a hard 
look at the assumption that “everything will work out,” no matter 
how much money you borrow for college and what kind of job you 
get when you graduate. While that may be how things should work 
in a perfect world, you owe it to yourself to understand how things 
actually work in the real world.

Why Is College So Expensive?
The price of college has risen faster than the rate of inflation for 

more than thirty years. Even when  people’s salaries aren’t rising or 
when the economy is slumping, the price of college always finds a 
way to go up. How?

I remember the first time I paid more than ten bucks to see a 
movie in a theater. I looked at my friend and said, “How can they 
charge that much?” He quipped, “We just paid them. That’s how.” 
Simple enough. Theaters are able to charge that much because we are 
willing to pay.  People like to see movies. There are only so many the-
aters in town. They all charge about the same price because they can.
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It makes sense. When business is slow, restaurants and stores 
lower their prices or announce specials. When business is booming, 
the discounts go away, as the folks are willing to pay full freight. 
The comparison isn’t perfect, but it’s unquestionable that demand 
for higher education has grown tremendously during the last few 
decades. From 1980 to 2010, colleges saw an 80 percent increase in 
enrollment while the price of college skyrocketed.3 When lots of 
 people want something, it tends to cost more.

Why are we willing to pay through the nose for something that 
we complain is too expensive? Because we view college as essential 
for accessing high-salary lines of work, avoiding unemployment, and 
obtaining intangible social benefits. And because, if needed, we 
can borrow the necessary funds, regardless of our financial status or 
prospects.

The perception that a college degree helps a person earn more 
money is generally accurate. If you have a bachelor’s degree, you’ll 
probably earn much more than someone with only a high school 
degree (and usually more than someone with an associate’s degree —  
though not always, especially in the early years, as we explained in 
the last chapter). It depends on your major and what industry you go 
into, but the so-called “earnings premium” of a bachelor’s degree has 
been rising over time.4

And yes, if you’ve got a bachelor’s degree, it gives you a leg up 
when it comes to finding just about any kind of job.5 Apart from 
how much you learned, your degree serves as a signal to employers, 
telling them you had the perseverance to show up, be faithful, and 
knock out about 120 units of post – high school level coursework. If 
given the choice between a college graduate and a noncollege gradu-
ate, most employers will go with the one who has the sheepskin.

What’s been the response to all this demand for college? New col-
leges have been created, and many existing schools have expanded 
their infrastructure to accommodate more students. They are 
spending lots of money on new construction —  academic buildings, 
libraries, laboratories, and so on —  and hiring more highly trained 
professors along with more administrative staff and support person-
nel. When I went to college, the Internet was just becoming popular. 
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Campuses were busy wiring all their buildings. But less than ten 
years later, they were forced to add wireless Internet access, first in 
their academic spaces and soon everywhere else. Today with the 
proliferation of laptops, cell phones, and tablets, all competing for 
Internet access, even small colleges have spent millions of dollars 
upgrading their network’s bandwidth while adding new levels of 
security to ward off viruses, hackers, and so on. Information tech-
nology infrastructure has dramatically increased the cost of new 
academic buildings. Similarly, the need for the latest and greatest 
equipment has escalated the cost of new science, engineering, and 
other laboratory-intensive buildings. Someone’s got to pay for all this.

But there’s another benefit we assign to college, and this one is 
more intangible than professional. I’m talking about the social 
aspect —  the desire to make new friends, create precious memories, 
and just have a good time. These are things most of us want from 
college, even if we can’t measure 
their value in dollars and cents. While 
relationships and camaraderie have 
always been a part of the college 
experience, the expense associated 
with providing students the “appro-
priate ambiance” has drastically 
increased. When I went to college, 
the food was mediocre at best, and 
the choices were few. We joked about it and complained about it, but 
mainly we just dealt with it. It wasn’t why we were there. The dining 
halls of today are much . . . swankier. Beyond the classy architecture, 
they offer a wider variety of higher-quality food than I ever saw (gour-
met options, sushi bars, Mongolian BBQ, and other fine delicacies).

Traditional dorms, like the one I lived in —  think small, cinder-
block, two-person cells with bunk beds, community bathrooms and 
showers, and a bare-bones lounge with out-of-style, second-rate 
furniture, and a low-quality TV —  are increasingly rare. Since 1995, 
fewer than one in five new residence halls have been of this sort.6 
The majority are now apartment-style suites —  “living and learning 
centers” equipped with spacious, lavishly furnished lobbies, game 

When I went to college, 
the food was mediocre at 

best, and the choices were 
few. We joked about it and 

complained about it, but 
mainly we just dealt with it. 

It wasn’t why we were there.
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rooms, flat-screen TVs, well-lit study rooms, and, in some cases, fit-
ness centers, ATMs, and convenience stores all built in. Recreation 
centers equipped with rock climbing walls and hot tubs are also on 
the rise, as are state-of-the-art student centers. The cost per bed in 
student housing has risen by about 75 percent in the last ten years.7 
Those who have observed the shift say living on some campuses is 
more like living in a hotel than a dorm.

What’s driving this trend for plush accommodations? Rising 
enrollment has led to more competition between colleges for pro-
spective students. There are many more colleges and universities to 
choose from today than there were a few decades ago. Schools are 
looking for ways to stand out in a crowded field. They’re hoping a 
beautiful campus with top-dollar amenities will get your attention 
the same way a clean, well-staged, updated home with excellent curb 
appeal attracts more buyers. And guess what? It works. So colleges 
mimic and compete with each other, leading to a splurge in collec-
tive spending.

There’s a noncollege factor that ties into all this: Living space per 
person in the United States has doubled over the last forty years.8 
That means a growing number of you probably aren’t thrilled at the 
idea of community bathrooms. Sharing personal space with a total 
stranger is intrusive and uncool. Colleges are tapping into the desires 
of their “customers,” outdoing one another in what critics call “an 
amenities arms race.”

At least two other factors have contributed to the rising cost of 
college. One, state funding for public universities has been down over 
the last decade. States have in essence told their colleges to make 
students pay more so the states can contribute less. That’s obviously 
a tougher pill to swallow for lower-income students. Two, schools are 
becoming more bureaucratic. Over the last twenty years, colleges have 
been hiring administrators at twice the rate of faculty.9 There’s been 
a growth in the number of highly paid assistant vice presidents and 
deans with complicated job titles. This has been particularly true of 
large public university systems, some of which, even in the face of 
steep budget cuts, were decreasing course offerings rather than axing 
unessential personnel.10
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All of these factors have contributed to the price of college rising 
faster than the price of other goods and ser vices. Family incomes 
certainly aren’t keeping up, so where do students come up with the 
money? Three other sources are picking up the slack.11 One, colleges 
are giving out more cash in the form of scholarships (dipping into their 
endowments or raising additional funds from donors). They’re trying 
to sweeten the deal to get new students to commit, especially if you 
have a higher SAT/ACT score or better grades than other applicants, 
or if you’re a talented athlete or musician. Two, state and federal grants 
have increased, though not as much as some would prefer.12 And 
three, student loans are on the rise. Ah, yes. In the class of 1993, only 
45 percent of students borrowed a dime for college, including from 
family members.13 Fast-forward twenty years to the class of 2013, 
and more than 70 percent borrowed money. The average debt load at 
graduation more than tripled in this time period.14 That means more 
students maxing out on federal loans and dipping into private loans, 
which have higher interest rates and don’t qualify for a host of loan 
forgiveness programs.

The easier it is for students to take out greater amounts of debt, 
the faster the price of college seems to rise.15 The inescapable 
conclusion is that the proliferation of student loans is not, on the 
whole, making college more affordable. Let’s take a closer look at 
this vicious cycle.

How Student Loans Make You 
Less Cost Conscious

Whenever you borrow money to pay for something, it makes you 
less sensitive to the price, since the money isn’t coming out of your 
wallet, at least not today. Let’s say you work hard and save $1,000 
to buy a new laptop computer and a few other things for school. 
Whatever you don’t spend on these items is yours to spend with 
your friends. You’re probably going to shop around for the best value, 
because that $1,000 didn’t fall from the sky. You worked for it, so you 
don’t want to blow it. Now let’s say your friend Samantha doesn’t 
have a job, so I loan her $1,000. I tell her she can pay me back in four 
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or five years, after she graduates and gets on her feet. When she goes 
out to spend that money on a laptop computer, tablet, or whatever, 
do you think she’ll be as careful as you were?

If Samantha is like most  people, the answer is no. A loan feels 
like a gift, especially if you don’t need to even start paying it back 
for several years. It’s easier to spend other  people’s money than it is 

to spend our own. So when the 
majority of  people are spending 
other  people’s money to attend col-
lege, that means the majority of 
 people are less sensitive to price —  
which means they’re willing to pay 
higher prices.

The fact that it’s easy for you to 
borrow money lowers the pressure 

on you to consider less expensive ways to get your degree. It also 
lowers the pressure on colleges to keep their costs under control, 
since students aren’t directly feeling the pinch. So not only do col-
leges have a product you desperately want; you and your friends can 
and will borrow as much money as you need to pay for it. These 
conditions promote the opposite of cost consciousness.

What’s a Subsidy?
The dictionary defines a subsidy as “money that is paid 
usually by a government to keep the price of a product or 
ser vice low or to help a business or organization to con
tinue to function.” When the federal government makes 
loans available at belowmarket interest rates, this is a 
form of subsidization, since it allows  people to borrow 
money on better terms than they otherwise could.

But when the federal student loan program uses the 
term subsidized, they’re using it a bit differently.

On a subsidized federal student loan, the govern
ment pays the interest while you’re in school at least 

When the majority of  people 
are spending other  people’s 
money to attend college, that 
means the majority of  people 
are less sensitive to price —  
which means they’re willing 
to pay higher prices.
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halftime. On an unsubsidized federal student loan, you 
must pay the interest (or let the loan principal snow
ball), even while you’re in school.

Nevertheless, as I write, the interest rate on an 
unsubsidized Federal Stafford Loan is only 4.66 percent 
for undergraduate students —  far less than what would 
be offered by private lenders. So even here the concept 
of a subsidy is at work. You’re getting money on better 
terms than you otherwise could.

When the price of college is subsidized, the bar is lowered, so 
more  people “consume” the product. But as college enrollment rises, 
so does the price tag because higher demand leads to higher prices, 
especially since  people demand quality, which means better facili-
ties, more resources, and fancier amenities. Yet all that does is lead to 
more dependence on the subsidies, greater consumption, and even 
higher prices over time.

For evidence of the power of lending programs to desensitize us 
to how much we’re paying, look no further than the popularity of 
payment plans with auto dealers. I remember buying my 2008 Toyota 
Sienna under a four-year, no-interest payment plan. The price of the 
minivan was divided by the number of months; it came to about $600 
per month. During the last six months of my payment plan, I started 
to get mail from the good folks at Toyota. Did I want to trade in my 
“old” Sienna for a new, fancier minivan? They’d be happy to “discuss 
financing.” My “payment would not increase.” Did they think I was 
too dumb to understand that if I kept my Sienna, my payments were 
about to decrease to zero? The dealer wanted to keep money flowing 
from me to them on a monthly basis. So they were suggesting that 
four years was long enough to drive a car that was built to last more 
like fifteen to twenty years. But I was ready to be done making the 
payments and was more than happy with my “old” car. Interestingly, 
when I bought the car, they refused to give me a lower price if I paid 
them all cash, up front. No doubt they’ve discovered that lending 
programs earn them more money over the long haul.
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It’s reasonable to pay a chunk of change for a college degree. An 
education is a wonderful thing. My concern is with students taking out 
massive amounts of debt and assuming it’s all just going to magically 
work out. Getting loans for college is super-easy, which has led to more 
students graduating with a ball and chain around their feet. Lots of 
prices rise over time —  car prices, home prices, gas prices, and health 
care prices. But no price in the U.S. economy has risen as fast as the 
price of college, because for nothing else can so much money be so 
easily borrowed. The fast-rising price of college leads to more students 
needing bigger loans to afford college. This can’t go on forever. 
Something’s got to give. The growing 
popularity of less expensive online 
education is an example of a response.

The good news is that by becom-
ing a savvier customer, you can 
contribute to the solution. To beat 
the college debt trap, you need to under-
stand that it’s always easier to spend money that’s borrowed than it is to 
spend your own. When you don’t feel the pain of having to fork out 
your own cash, you tend to spend more. So be careful, because you’ll 
end up paying back a lot more than what you borrowed. Just because 
you can take out more student loans doesn’t mean you should.

To complicate matters, borrowing for college is unlike borrowing 
for anything else. To appreciate the uniqueness of student loans —  and 
their danger —  we must first understand how borrowing usually works.

How Borrowing Usually Works
Let’s say James has money to lend. He will lend you some, but 

only if you agree to pay him back with interest. Why charge interest? 
Because James wants to earn a living and feed his family —  and if he 
runs a company, he needs to pay his employees. Moreover, if James 
doesn’t loan you the money, he could invest it elsewhere and earn 
a profit, perhaps in rental properties, mutual funds, stocks, bonds, 
CDs, or a simple money market account. Furthermore, you present a 
measure of risk. If you don’t pay James back, he’ll have to chase you 

No price in the U.S. economy 
has risen as fast as the price 
of college, because for noth-
ing else can so much money 

be so easily borrowed.
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to recover whatever he can. That possibility has to be factored in. So 
the interest rate that James offers you is based on:

• his opportunities elsewhere, which he’s forgoing to lend you 
the money

• what others are charging (if he doesn’t match or beat others, 
you could go elsewhere for a loan)

• how long you plan to borrow the money (a higher interest rate 
if you want to pay it back with lower payments over a longer 
period of time)

• the level of risk you represent (more risk = a higher interest rate)

James will make you fill out a credit report. He wants to know 
what kind of a track record you have for paying back loans. That tells 
him something about how much risk you represent. Perhaps you’ve 
never borrowed money to purchase a house, car, or other large item, 
but if you have a credit card, you’re technically borrowing money 
every time you make a purchase. So he’ll want to know if you pay off 
your Visa or MasterCard balance every month. The less faithful you 
are in fulfilling your financial obligations, the more risk you represent.

Maybe you’ve never had a loan or a credit card. No problem. Do 
you pay your rent on time, or does your landlord have to hunt you 
down and hit you with late fees? Do you stay on top of your bank 
account, or do you bounce checks? James will also want to know how 
much money you make and how secure your paychecks are. If you’ve 
got a steady job with a contract, that’s preferable. If you make money 
from odd jobs —  some months are good, others are lean —  that’s less 
than ideal. James will compare the amount you want to borrow with 
the amount you regularly earn, as this too helps him assess how 
much risk you represent.

Depending on how much you want to borrow and what you’re 
borrowing it for, James will probably charge you an origination fee 
and/or an underwriting fee. An origination fee covers his costs to get 
you the money and also covers some of his overhead. An underwrit-
ing fee covers the final analysis and approval of your loan, including 
verification that the information you’ve provided is factual.16

Another thing James might look for is collateral. Put bluntly, what 
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do you have of value that he could go after if you refused to make 
payment? The more assets you own, the more likely a judge is to 
require you to somehow make payment.

In summary, James considers all of these factors and either makes 
you a loan offer or doesn’t. Probably he does, because he stands to 
gain in the transaction. He can simply tailor the interest rate accord-
ing to the level of risk you pose. By receiving back his money with 
interest, along with any late fees, James makes money by lending it.

As I explained in the introduction, I don’t think taking on debt is 
always wrong. We have to weigh the wisdom of each situation on its 
own merits. We must consider whether the extra burden that debt 
will bring us tomorrow is worth whatever it is that debt allows us to 
do today. And as we see in the example of James, lenders are usually 
performing their own risk assessment, since any failure on our part 
will become a burden to them as well.

But borrowing for college is different.

How Borrowing Money for College Is Different
When you borrow for college, the lenders don’t check you out 

thoroughly, the way James did in the example above. You simply fill 
out the Federal Application for Free Student Aid (FAFSA), and it 
spits out an Expected Family Contribution (EFC).17 The college’s 
sticker price (also known as total cost of attendance or COA) minus 
any scholarships or grants you receive is your net tuition. It’s at least 
as high as your EFC, and usually higher. The financial aid office will 
present you with a mix of grants, scholarships, work-study funding, 
and loans —  all of which they call aid, even though some of it never 
needs to be repaid (grants and scholarships), some of it needs to be 
earned (work-study), and some of it must be repaid with interest 
(loans). That’s why it’s more helpful to talk about net tuition. If a 
university’s annual sticker price is $45,000 (including room, board, 
and fees), but they’re only making you cough up, earn, or borrow 
$15,000 (net tuition), that’s probably a good deal.18

If you need to borrow money, and most students do, the financial 
aid folks walk you through the process and tell you where to sign. 
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It’s their job to make it easy, but keep in mind that they work for 
the college, not for you. I’m not suggesting they’re bad  people. I’m 
just saying their job is to help you get money and enroll, not to give 
you unbiased, personal advice like, “Wow, if you need to borrow that 
much for your first year, are you sure this is the right university for 
you?” In fact, some would say that if they gave such advice, they’d 
open themselves to discrimination charges.

Elizabeth’s Story
I’m the first in my family to attend college. As part of the 
enrollment process, my university automatically routed 
incoming freshmen to the financial aid office right af
ter we signed up for classes. When my name was called, 
I walked in and found a seat next to my adviser’s desk, 
and off we went. She tapped a few computer keys and 
brought up my bill, and after learning I’d completed the 
FAFSA, signed me up for the maximum amount of federal 
loans. I was given a twominute explanation on how those 
loans worked and was directed to also get a private loan, 
because the federal ones wouldn’t cover everything.

When filling out the application for a private loan, 
I was surprised to discover a little box that let me type 
in the amount of money I wanted —  like writing my own 
paycheck. Wow, I thought, that was too easy. I had just 
amassed close to $10,000 in debt —  more than three 
times my life savings —  and it was only the first semes
ter! I’d repeat this experience several times in the next 
few years, knowing that my only hope of ever paying it 
off was to graduate and get a good job. I had no idea 
how much I owed until six months after graduation 
when it came time to start paying it all back.
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By the way, when you borrow money for college, the school gets 
paid right away —  and that money stays with the school, regardless of 
how difficult it becomes for you to pay it off years later. The college 
is not sharing in your financial risk, except insofar as it is obligated 
to track and report its student loan default rate. A high default rate 
could deter future students from enrolling. Worst case, it can cause a 
college to lose its access to federal grants and loans. Still, it’s not like 
Uncle Sam or Wells Fargo is going to knock on Big U’s door, looking 
for the money you owe. It’s all on you, so it’s your job to know what 
you’re getting into.

When you apply for a federal student loan, no one does a credit 
check to see how much risk you represent.19 There’s no consider-
ation as to whether you have any collateral with which to pay back 
the lender, which is odd because, unlike a car or home, a college 
education is intangible. No one can take back your education if you 
later refuse to pay for it.

If I wanted to borrow twenty million dollars to buy a large, 
upscale home overlooking the ocean, no bank on the planet would 
lend me that kind of money. They would ask me enough questions 
to find out that I could never afford the mortgage payments. So why 
would Uncle Sam allow you to borrow tens of thousands of dollars 
without some level of confidence that you’ll have the means to pay 
the money back?

Here’s why: The federal government has extraordinary power to 
collect what you owe them. If you have a job, it can garnish your 
wages. If you have a tax refund, Uncle Sam can grab that. The col-
lection agency can trash your credit rating, making it difficult for 
you to find a job (since many employers check credit ratings). And 
if you’re still in debt when you reach your golden years, the feds can 
raid your Social Security benefits (assuming there’s anything left). 
You can’t escape, even if you declare bankruptcy.

It gets crazier. If you’re a French literature major at a third-rate 
college, your ability to borrow Uncle Sam’s money for college is no 
different than if you’re an electrical engineering major at a world-
renowned university. Never mind that most French literature gradu-
ates make less money and are more likely to be underemployed than 
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electrical engineering graduates from top schools. Private lenders 
might consider your major and earning prospects in determining 
your interest rate, but the federal government won’t.

The upshot is that just about any would-be college student can 
walk into the financial aid office of any university and borrow as 
much money as he or she needs to fund whatever educational pur-
suits his or her heart desires, all the way through to the PhD level. 
So don’t comfort yourself by thinking, They wouldn’t have loaned me 
this money if they didn’t think I could pay it back. It’s not the financial 
aid office’s job to make that call. It’s your responsibility. The lender 
knows you’ll have no choice but to pay back what you owe, even if 
it means you won’t be able to accept a low-paying dream job, buy a 
house, stay home with your kids, or enjoy a more peaceful adult life.

In Trap 4, we’ll talk about choosing a major and a career path. 
I’m not saying everyone should just go for the big money. For one, 
not everyone is cut out to succeed in engineering, medicine, law, or 
corporate finance. But more importantly, living for money is a good 
way to wind up miserable, as money never satisfies those who love 
it (see Ecclesiastes 5:10). You need to pursue something you enjoy 
enough to put in the time and effort it takes to succeed. Something 
that’s consistent with your talents, with how God has wired you, and 
something for which you can make enough money to have food to 
eat and to have a roof over your head. If that’s French literature, so 
be it. But whatever major you choose, go into college with a realistic 
perspective of how much money you’ll need to borrow —  not just 
for one year, but all the way to graduation —  and what kind of salary 
you’re likely to earn after you graduate. Make sure it’s a debt you’ll 
be able to repay. I’m told that living like a pauper but doing what 
you love can be its own reward. But being chased by debt collectors? 
Not so much.
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Why Can’t We Just Forgive Student Loans?
That would be the equivalent of a trillion dollar bailout 
for the current generation of debtors. The money would 
have to come from the U.S. Treasury, which means it 
would be tacked on to the national debt (over eighteen 
trillion dollars and rising). In other words, the student 
debt of some U.S. residents would be passed on to all 
U.S. taxpayers and their children. How is that fair? 
Moreover, this would not address the underlying issues 
that led to the problem in the first place. Which means 
another generation of students would soon rise up who 
required the same assistance.

Instead, we need to help today’s students and grad
uates pay off their loans as promptly as possible while 
helping tomorrow’s students minimize or avoid student 
debt, or at least take on a debt load that’s proportional 
to the salaries associated with their field of study.

The Bottom Line
It’s up to you to exercise discernment when it comes to student 

loans. The nice folks at the financial aid office aren’t your personal 
consultants; they work for the school. They aren’t responsible for the 
loan offers you sign; you are. They won’t live with the consequences 
of the choices you make; you will. So don’t expect them to exercise 
the care and consideration that you must apply. “If you become wise, 
you will be the one to benefit. If you scorn wisdom, you will be the 
one to suffer” (Proverbs 9:12 NLT). Assuming “it’s all just going to 
work out” —  no matter how much debt you’ve racked up, no matter 
what your job prospects are —  is naive and foolish.

But I’ve got good news: Getting a bachelor’s degree doesn’t need 
to cost you a fortune. That’s what Trap 3 is about.
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