Callaway 1

Black and White: How Motivated Beliefs in Racial Inequality
Impact Educational Perceptions, ROI, and Behavior

By: Sydney Callaway

Abstract: This study examines Black and White American student’s perceptions of the
return on investment (ROI) of a college education and examines how material on racial
inequality impacts information-seeking behaviors around the ROI of a college education.
The survey results suggest that Black American students underestimate their group's
educational returns and overestimate those of White Americans, while the experiment
demonstrates that Black Americans over-select information on racial and economic
inequalities over objective data, even when provided financial incentives to choose the
latter. Taken together, these results highlight a growing misperception within the Black
American community about the economic returns to a college education, perhaps fueled
by racially charged content that highlights systemic economic inequalities. These results
highlight how key decision-making around attending college can be based on mis-
calibrated perceptions about the interplay between racial inequality and individual
economic outcomes. Further research is needed to understand the nuances in Black
American’s decision-making around higher education and how their beliefs of racial
inequality interplay with this decision.
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1 Introduction

College is a key part of economic mobility in the U.S.. This is particularly true for Black
Americans when considering the counterfactual economic reality of a black individual without a
college education in the U.S. (Roland G. 2011). However, due to growing dissent around the
necessity of college and rising focus on racial inequality and systematic discrimination, it is
unclear how prospective American college students perceive the returns of a college degree and
what role racial inequality plays in these perceptions. This research explores Black and White
American students’ beliefs about a college education's returns on investment (ROI) and how they
seek information about these returns. It investigates whether the increasing focus on systemic
inequalities leads Black students to perceive lower educational returns and select information
emphasizing racial and economic disparities, potentially influencing their college decision-
making and sphere of information.

The public opinion of college education in the U.S. has shifted drastically in the past few
decades from being seen as an immutable part of the American Dream to being a questionable
path with uncertain returns and higher costs (Anderson 2023). Previously, it was an unquestioned
component of the American Dream, and the public considered higher education as a key source
of economic mobility and stability. Recently, policies and conversations around higher education
have shifted as the public demands alternative routes to employment that avoid the “paper
ceiling”, or the required college education needed to obtain certain jobs (Anderson 2023; Jubilee
2022). Interestingly, while the public questions the necessity of a college degree, research is
demonstrating its continued, and potentially growing, importance on economic outcomes. For
example, work by Case and Deaton (2022) demonstrates how college remains a key source of
economic security for its graduates as well as a growing differentiator in non-pecuniary
outcomes ranging from physical health to mental well-being. This became known as the “Great
Divide” within the population, separating those with at least a college degree and those without
(Case and Deaton 2022; Chetty et al. 2017; 2014; Oreopoulos and Salvanes 2011). Given the
growing division about higher education within the populace and the increasing importance of
education within the literature, it is critical for researchers to understand what perceptions
prospective students hold of higher education, what might be shaping their perceptions, and how
they are making decisions about pursuing a college degree. The first part of this paper is
therefore interested in addressing these questions by shedding light on prospective students;
current perceptions about the financial returns of a college education.

Additionally, the second element of this paper explores whether emphasizing racial and
systemic inequalities might particularly impact Black Americans' decisions about college
education by diverting their attention away from pecuniary and non-pecuniary gains from
education and towards broader societal issues like the racial wealth gaps. While college is
historically understood as an avenue to the American Dream and economic stability, particularly
within immigrant and Black American families, are questions about the racial wealth gap and
systemic inequality decreasing perceptions about the ROI to college (Mickelson 1990)? Growing
conversions around race and economic inequalities have painted a different and darker picture of
the American Dream and brought into question canonical conceptions of education and hard
work. These conversations highlight important problems within the American system; however,
they do not provide information on how to make the best decisions for individuals living within
the system to ensure economic mobility in their lives. While higher education remains a safe and
effective way to shield one’s self and family from the trappings of poverty, increase job security,
and preserve economic stability during difficult financial times, it may not be perceived by the
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public as playing this role anymore (NCES 2016a; Zimmerman 2014; C. M. Hoxby and Avery
2012; C. Hoxby and Turner 2013; Higginbotham 2022). Education remains a vehicle through
which individuals and families of color can escape poverty and provides an avenue through
which greater economic stability and mobility can be obtained. However, the question remains:
is higher education is being perceived in this way by the next generation of prospective college
students?

1.1  Hypothesis:

This paper examines how Black and White American students perceive the benefits of a
college education and how they select information about college’s benefits. This is done in two
parts, in a survey and an experiment, to test questions about perceptions and information-seeking
behavior.

The first hypothesis, the perception hypothesis (H1), is as follows:

H1: Black American students underestimate the returns to a college education for their
respective group and overestimate the returns to a college education for White American
students.

This hypothesis is based on the idea that the growing public discourse on racial inequality
and systemic discrimination can shape perceptions differently across racial groups. Black
students may overextend the messages about systemic barriers and end up mistrusting all
systems. As a result, they will view the economic returns of a college education as less certain or
less substantial for their racial group compared to their White counterparts. Black students are
likely more aware of systemic inequalities and racial wealth gaps and, therefore, may be more
skeptical about the return on investment (ROI) from a college degree. This hypothesis is tested
by examining survey responses that measure perceived lifetime earnings, employment rates, and
educational costs for both Black and White students and compare perceptions from Black and
White perceptions within and across their racial groups.

The second hypothesis, the information selection hypothesis (H2), is as follows:

H2: Black American students are more likely to select and focus on more political
information that emphasizes racial-defined economic inequalities rather than more
objective information on the returns to a college education compared to their White
counterparts. Higher incentives will decrease this selection of political material by Black
participants.

This hypothesis seeks to test H1 further and provide evidence that Black students’ mis-
calibrated beliefs are due to narratives around systemic inequality. If Black students are more
exposed to or affected by discussions on inequality, they may gravitate towards information that
reinforces these views, even when making decisions about education that are not race-relevant.
Evidence suggests that individuals often select information that aligns with their pre-existing
beliefs (Bursztyn et al. 2023; Zimmermann 2020). The experiment tests if Black participants
select material on race more often and, by using variation in incentives, if motivated beliefs are
at play in this information selection behavior.
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To test for motivated beliefs, participants are told they will need to answer two final
questions on employment and education, with a bonus provided if their answers are correct. They
are then given a choice between reading an Op-Ed on racial inequality or a U.S. Labor Bureau
report on the economic returns to schooling to help them answer the questions. The bonus
amount varies for correctly answering the questions, thereby incentivizing those who initially
select the Op-Ed to consider the more objective Labor Bureau report. If participants shift their
selection in response to the increased stakes, it suggests motivated beliefs. This shift would
demonstrate that as the stakes rise, participants’ decision-making changes, indicating an internal
tension between their beliefs and an objective truth.

These hypotheses suggest that motivated beliefs within the Black student body regarding
their racial group's potential for economic returns have three significant implications for
research, policy, and the future of education for Black American students. Firstly, if H1 and H2
are confirmed, it indicates that motivated beliefs significantly influence how Black American
students perceive and seek information about the benefits of a college education. This may imply
that systemic inequality rhetoric, while highlighting real societal issues, could also inadvertently
impact individual decision-making in ways that hinder economic mobility. Secondly,
understanding these dynamics is crucial for policymakers and educators aiming to provide
accurate information and support to prospective students. If perceptions and information
selection are skewed, interventions may be needed to ensure students have a balanced view of
higher education's potential benefits. Thirdly, these findings could open avenues for future
research into how different socio-political narratives influence educational choices across various
demographics and how to counteract potential negative impacts through targeted communication
and support strategies.



Callaway 5

1.2 Methodology Overview

Two methodologies are deployed in this paper: a survey and an experiment. The survey
measures perceptions of a college education’s ROI, focusing on differences between Black and
White Americans. The experiment tests if Black students are more likely to choose racially
charged content over objective economic reports and if motivated beliefs are at play.

The survey design was inspired by Belfield et al. (2020) to understand perceptions of
lifetime earnings, employment rates, and educational costs, all components of a basic ROI
calculation (Belfield et al. 2020). The survey focuses on differences between Black and White
Americans and collects individual information for each participant’s perceived belief in their
own perceived returns and costs to schooling. Finally, additional beliefs are collected to examine
whether beliefs about non-economically relevant topics are well-calibrated within and across
racial groups and juxtapose this with economically relevant beliefs. For example, high levels of
misperceptions in economically relevant questions among Black participants, compared to
accurate non-economic perceptions about their group, could indicate motivated beliefs about
educational returns for their own racial group.

The experimental design, based on Bursztyn et al. (2023), examines information-seeking
behavior and further tests if motivated beliefs are at play by asking participants to answer a non-
race-related educational question. They were then given a choice between an Op-Ed on racial
inequality and systemic discrimination, Article B, and a U.S. Labor Bureau report on economic
returns to schooling, Article A, to help them answer the question and, therefore, win a bonus if
their answer was correct. Financial bonuses varied to answer the question correctly. If Black
participants change their selection from the Op-Ed to the Labor Bureau report when offered a
higher incentive, it could highlight that they are willing to forgo a belief for the chance to answer
the question correctly.

1.3 Literature Review

This paper ties together literature on educational perceptions, intergenerational mobility,
and biased information-seeking. First, it deals with the importance of perceptions in educational
choices, starting with the foundation research by Jensen (2010) in the Dominican Republic that
highlighted the relationship between perceived returns to schooling and behavior. I build on
subsequent work done by scholars to test the public’s perceptions of ROI in education in the
West as well as rely on evidence about the returns to higher education (Zimmerman 2014; Steffel
2020; Peter, Spiess, and Zambre 2021; Oreopoulos and Salvanes 2011; Oreopoulos and
Petronijevic 2013; Oreopoulos and Dunn 2013; Nguyen 2008; Jensen 2010; C. Hoxby and
Turner 2013; Belfield et al. 2020). This paper contributes to conversations about
intergenerational mobility and the key role of education in combating economic instability for
households and individuals (Chetty et al. 2017; 2014; Case and Deaton 2022; Zimmerman 2014).
Finally, this paper examines how biased information-seeking can impact belief formation,
particularly focusing on motivated beliefs, misperceptions, and education (Zimmermann 2020;
Bursztyn et al. 2023a; Stotzer and Zimmermann 2022; Hagmann and Loewenstein 2016;
Drobner 2022)
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1.4 Results Overview

Overall, the results from the study show that racial biases do impact perceptions about ROI
in education and that these perceptions do impact information-seeking behavior, particularly
among Black Americans.

Perceptions about full-time employment with a college degree showcase how both Black
and White respondents underestimated Black American employment rates, indicating an out-
group bias or misinformation. Perceptions of full-time employment without a degree will show
greater biases across racial groups, with Black participants overestimating White employment
rates and underestimating their own group's employment. However, the reported drop-in
perceived employment rates without a degree by both sets of participants highlights the
recognized public value of education as well as the current perception of racial disparities.
Regarding full-time earnings with and without a degree, both racial groups perceived a
significant income disparity favoring White Americans, but they still overestimated White
earnings. This suggests an acknowledgment of educational benefits but also a belief in persistent
income gaps driven by race. Perceptions of earnings without a degree continue to reflect larger
racial income disparities than the data suggests, as both White and Black participants
overestimated the earnings of White Americans without a degree and underestimated those of
Black Americans, indicating a belief in larger racial income gaps than exist. Critically, these
perceptions highlight wages and employment, not wealth and capital. Finally, participants appear
to have an inaccurate understanding of college costs and scholarship opportunities, especially
across racial lines. They generally overestimated college costs and showed a wide range of
beliefs about scholarship opportunities, indicating misinformation and a lack of knowledge about
the financial aspects of higher education.

In the experiment, high incentives drove participants to choose the Op-Ed article over the
data-driven report, contradicting the hypothesis. Higher incentives led both Black and White
participants to choose the opinion piece more frequently, indicating a preference for racially
charged material when stakes are higher. This suggests that beliefs about racial issues may
influence decision-making more than the promise of financial rewards.
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2 Methodology

This study investigates two main questions: i) whether Black Americans perceive the returns
on a college degree to be lower for their racial group and higher for White Americans, and ii) if
Black Americans engage in biased information seeking about the returns to schooling due to
motivated beliefs. The study aims to establish 1) the perceptions of ROI to a college education
both within and across racial groups and 2) how prospective students select information to learn
about the ROI of college. To test these hypotheses, a survey and an experiment were conducted
on Qualtrics, and participants were recruited via Prolific.

2.1  Survey

The survey design is inspired by Belfield et al. (2020) and focuses on understanding
perceptions of lifetime earnings, employment rates, and educational costs to perform a basic ROI
calculation (Belfield et al. 2020).

ROI in education refers to the financial benefits gained from investing in a college
degree, calculated as the difference between the income earned by individuals with a college
degree and those without, minus the cost of obtaining the degree. A rational decision would have
a person deciding to go to college when the benefits outweigh the costs. Lifetime earnings,
employment rates, and educational costs are the three basic metrics used in this survey to
determine the basic costs and benefits that students consider when assessing the ROI of a college
degree. Lifetime earnings are defined as the total amount of money earned by an individual over
their entire working life, typically calculated from the time they enter the workforce until
retirement. Employment probability refers to the likelihood or chance that an individual will
secure and maintain employment, often expressed as a percentage. Finally, college costs are
considered to include the cost of attending a public in-state university as well as an assessment of
scholarship opportunities available at these institutions that help offset these costs.

To capture lifetime earnings and employment likelihoods, participants are asked to
project their yearly salary 5 to 10 years post-graduation and to consider employment
probabilities with and without a college degree for both Black and White Americans. Additional
questions address perceptions of average educational costs and scholarship opportunities. The
survey includes non-economically relevant questions about the differences between Black and
White Americans to gauge the extent of motivated beliefs. This helps determine if beliefs about
economic outcomes are systematically biased. If Black participants show high levels of
misperception in economically relevant questions but accurate perceptions in non-economic
questions, it may indicate motivated beliefs about the returns to education.

Employment probabilities and lifetime earnings are captured numerically to get more
granular data on perceptions, whereas lifetime earnings and educational costs are asked in
ordered bins. Questions are randomized whenever randomization does not impact the logical
ordering of questions. Control or comprehension questions are not used to limit the time taken to
complete the survey.
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2.2 Experiment

The experimental design follows the methodology of Bursztyn et al. (2023), and tests
motivated beliefs and information-seeking behavior (Bursztyn et al. 2023b) . Participants are told
that they will be asked to answer two additional questions about employment rates and
education. They are told they will receive a bonus if they answer within 1% of the target value.
Next, they are given a choice between reading an Op-Ed on systemic discrimination and racial
inequality or a U.S. Labor Bureau report on the economic returns to schooling. Experimental
variation is added by changing the incentive bonus for answering the questions correctly from $1
to $20 to test if higher financial incentives affect the choice of reading material. It is explicitly
stated that these materials are provided to help readers make a guess for the bonus questions.

The incentivized question focuses on economic returns to schooling without mentioning
race, encouraging participants to select the most objective and relevant information, which is the
Labor Bureau of Statistics option. The experiment examines if Black Americans are more likely
to choose the Op-Ed, which aligns with narratives about racial inequality, over the objective
report on educational returns. One caveat with this design is that this experiment follows a long
list of questions about race, meaning subjects might be primed to believe that race is relevant to
the question despite not being mentioned in the preamble to the question. To combat this
problem, I provided an open-ended text for participants to explain why they selected which
article and asked them to provide an estimated probability that either article held the relevant
information for correctly answering the bonus question.

2.3  Sample

The sample included 75 Black American and 75 White American participants, aged 18-35,
who expressed interest in enrolling in a four-year degree program and have completed high
school. Participants were recruited via Prolific, an online platform that recruits representative
samples for surveys and experiments. The total sample size was 149 after removing data points
that had incomplete demographics, revoked consent, and did not fully complete the survey.
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3 Results

In this section, I present the findings from the survey and experiment designed to investigate
perceptions of the return on investment (ROI) in education and information-seeking behavior
among Black and White Americans. The results are organized into two main parts: survey and
experiment.

3.1 Survey

Participants were asked a set of questions about their perceptions of the ROI to education.
Results from these questions were compared to a benchmarked truth using recent data from the
National Center of Education Statistics (NCES 2023). Data was reported at the individual and
group level to enable comparisons between and across racial groups.

3.1.1 Full-time employment with a college degree

Participants were asked about their perception of full-time employment probability for a
White and Black American with a college degree. Full-time employment was defined as “a
position where employees work at least 35 hours per week”. Part-time or freelance work was
explicitly excluded from consideration, for example, multiple part-time jobs could not equal one
full-time job. Participants were first asked how likely they thought it was that the average White
American would secure a full-time job within 5 to 10 years after graduating from a public four-
year in-state college. Figure 1 shows the reported beliefs for perceptions of White Americans,
with both Black and White respondents’ responses falling within 2% of the true value of 84.7%
(NCES 2022b).

Figure 1

Perception of Full-time Employment of White Americans with a Degree by Race
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Interestingly, when asked this same question for Black Americans, both Black and White
respondents reported beliefs that were well below 10% points of the truth, 84.7% (NCES 2022b).
Black Americans reported their own group as having a lower employment rate, while White
American reported higher perceptions for their own group and for Black Americans.

Figure 2

Perception of Full-time Employment of Black Americans with a Degree by Race
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Perceptions about employment probabilities by racial group varied widely and Black
American’s perceived returns for their own racial group were lower when compared against the
truth and against White American’s perceptions. This second comparison is particularly
important because the literature would predict that within-group perceptions are more well-
calibrated than out-group perceptions, as people tend to have a better understand of what afflicts
their group than an outside group (Bursztyn and Yang 2021). When in-group perceptions are
more mis-calibrated than out-group perceptions, it raises questions of what is causing this in-
group misperceptions.

3.1.2  Full-time employment without a college degree

Participants were surveyed about employment probabilities once more, this time asking
about full-time employment probabilities without college degrees. Figure 3 summarizes the
results for beliefs about White Americans. Black participants overestimate employment rates for
Whites without a college degree by around 10% points. White participants, however, seem to
have well-calibrated beliefs about employment for their own group.
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Figure 3
Perception of Full-time Employment of White Americans without a Degree by Race
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When asked about Black American employment probabilities without a college degree,
Black participants were closer to the truth for their own group than in the question of Black
employment probabilities with a college degree, however White participants still reported the

most accurate numbers. This again hints at perceptions within Black Americans being less well-
calibrated.

Figure 4
Perception of Full-time Employment of Black Americans without a Degree by Race
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Another interesting takeaway from Figures 3 and 4 were the sheer reductions in
employment probabilities conditional on education. The NCES reported the 2023 employment
probabilities as 84.7% with a college degree for both racial groups to 67% and 59.2% for White
and Black Americans without a college degree, respectively (NCES 2022b). Responses indicated
that participants were aware of the boost a college degree gives to employment probabilities.
However, race and educational level appeared to be considered at least equally in responses by
White Americans, while race appeared more heavily weighted by Black Americans in reporting
their estimates. In both employment questions, Black participants perceived White Americans as
having around a 20-25% positive difference in employment likelihoods as opposed to Black
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Americans. Black participants did not report a shrinkage in this point difference as education
increased, which might hint at underlying beliefs within Black Americans about the economic
success of these two groups as being determined by race above education.

3.1.3  Full-time earnings with a degree

Next, perceptions about lifetime earnings were collected by asking participants to report
what they believed to be the median annual earnings of White and Black Americans with full-
time employment with and without a college degree. Full-time employment was defined as “a
position where employees work at least 35 hours per week”. Part-time or freelance work was
excluded from these calculations, and they were asked to give their answers in US dollars and
before tax. Questions were again broken down by race. Table 1 reports the main results.

Table 1

Earnings Type Earnings Count
Earnings_Black $0-$20,000
ack $20,001-$40,000 24

ack  $40,001-$60,000

_Black $60,001-$80,000
_Black $80,001-$100,000 2
Earnings_White $0-$20,000 2
Earn /hite $20,001-$40,000

Earn

/hite $40,001-$60,000 43

Earn

/hite  $60,001-$80,000

Earnings_White $80,001-$100,000 18

Overall, the median earnings of Black Americans were perceived by both Black and
White participants to be less than the median earnings of White Americans. Median earnings for
Black Americans sat somewhere in the range of $40,001-$60,000, while White American median
earnings were perceived to lie in the $60,001-$80,000 range. Overall, the perception of Black
earnings was closer to the truth, with the true median annual earnings reported for Black
Americans, before controlling for sector, was $42,210 US dollars (NCES 2022b). True median
annual earnings for White Americans, in contrast, were reported to be $50,380, before
controlling for sector. It is important to note that this data did not control for employment sector
and did not include salary data from Americans with master’s or professional degrees. Therefore,
it should not be interpreted that White Americans, in fact, make $8,000 more on average than
Black Americans. However, it is interesting to note that both groups perceived White Americans
as making a much higher salary than they indeed brought in for 2023 that well exceeds the
$8,000 reported gap.
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Figure 5

Perception of Full-time Earnings with Degree
Comparison of perceptions between Black and White respondents
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The same data from Table 1 is presented above in Figure 5 but perceptions are broken
down by the participants’ respective racial groups. On the y-axis are the perceptions of White
participants at the top, reporting their perceptions of Black American earnings and White
American earnings on the left and right of the x-axis. On the bottom of the y-axis are Black
participants, reporting their perception of Black and White American earnings, respectively. Both
Black and White participants overestimated the earnings of White Americans, a trend seen in the
previous table, and White participants placed less emphasis on the difference between Black and
White earnings than Black participants did.

3.1.4 Full-time earnings without a degree

Questions about median earnings without a college degree by race were asked in the
same manner as with the previous median earnings questions with a college degree. There was a
greater reported differentiation in beliefs about median earnings without a college degree, with
White Americans once again being perceived as having significantly larger median earnings than
a Black American. Interestingly, when considering those who do not complete high school, Black
and White Americans earn the same amount. The NCES reported that in 2023, White Americans
without high school completion earned roughly $33,670 and Black Americans without high
school completion earned around $32,310. When considering White Americans with a high
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school diploma, however, this value jumped to $41,810, whereas for Black Americans with a
high school diploma, this number increased only slightly to $35,050 (NCES 2022a).

Table 2

Earnings Type Earnings Count
Earnings_Black $0-$20,000 17
Black $20,001-$40,000 81
ack  $40,001-$60,000 41
_Black $60,001-$80,000 4
_Black $80,001-$100,000 2

Nhite $0-$20,000

hite $20,001-$40,000 48

$40,001-$60,000 66
Earnings_White $60,001-$80,000 22

Earnings_White $80,001-$100,000

Examining Table 2 by racial group, White Americans were again perceived by both Black
and White participants of having a greater salary range available to them without a college
degree and a higher median salary. Black participants overwhelmingly perceived the median
income of Black Americans to be in the $20,001-$40,000 range while reporting a higher range
for White Americans. White participants showed less variance in their responses for both racial
groups but likewise perceived White Americans' earnings as being within the $40,001-$60,000
range, as opposed to the $20,001-$40,000 range they assigned to Black Americans.
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Figure 6

Perception of Full-time Earnings without Degree
Comparison of perceptions between Black and White respondents
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To conclude, there appears to be a difference in how Black and White American earnings
are perceived, both with and without a college degree, and this difference is driven more racial
category than education level. There are true differences in earnings between Black and White
Americans, particularly between groups without a college degree; however, these differences in
truth are smaller than in perception. Additionally, an analysis of how these perceptions versus
truths vary by sector would be helpful in deepening the understanding of how and if Black and
White Americans emphasize race over other characteristics when understanding one’s economic
outcomes.

3.1.5 Costs of College

Participants were asked about the costs of attending a public, in-state, 4-year college per
year. The estimated average tuition for a public, in-state, 4-year college in 2023 is reported to be
$6,771, with scholarship benefits reported to average around $14,500 for White students and
13,700 for Black students (NCES 2022c; Cameron 2019). The average calculated living
expenses can vary greatly by the participant, and therefore, a true average is not provided in this
analysis.

Regarding the discrepancy between tuition costs and scholarship opportunities, it is
important to note that public, in-state colleges offer some of the best returns to schooling with
low costs and high scholarship possibilities, especially for in-state students. In fact, when
calculating ROI for a college degree, mid-tier, public, in-state colleges are seen as offering the
highest returns to higher schooling with the lowest costs (Steffel 2020). Therefore, it is of
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interest if college-prospective participants were aware of both the scholarship opportunities and
the cost of attendance at these types of schools.

Table 3
Tuition (avg yearly) Count Living Expenses (yearly) Count
$5,001-$10,000 24 $5,001-$10,000 36
$10,001-$15,000 40 $10,001-$15,000 40
$15,001-$20,000 38 $15,001- 22
$20,001-$25,000 25 $20,001-$25,000 18

$25,001+ 15 $25,001+ 1

When looking at perceived yearly cost for college, beliefs varied drastically. Only about
1/5 of the participants correctly guessed the cost of attending a public in-state college, while a
majority tended to overestimate the cost. Interestingly, yearly tuition was considered far more
costly than yearly living expenses. However, it is unclear what went into the living expenses
calculation for participants. For example, participants could be imagining that they would live
with their parents or in a low-cost living arrangement due to the college in question being in-
state.

Table 4

Scholarships Type Value Count

3lac] $5,001-$10,000 40

20

Examining scholarship opportunities, participants again held a wide range of beliefs
about what is available to a Black or White American student. Taken together, results suggest
that participants in both racial categories were simply not well informed on the costs and
scholarship opportunities available to them. This corresponds well with research that informs and
educates students about college, with evidence supporting information gaps as a large source of
confusion around the process of selecting, applying for, and funding a college education (Steffel
2020; C. Hoxby and Turner 2013; C. M. Hoxby 2001).
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Figure 7

Perception of Scholarships
Comparison of perceptions between Black and White respondents
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3.2 Experiment

Following the survey on perceptions, participants entered an experiment where they were
told that they were going to be asked to make a guess at the end of the survey. Participants were
told that they would be asked two additional questions about employment rates and education,
and race was intentionally not mentioned in this question. They were told that if they answered
these questions correctly, they were entitled to a bonus, with the bonus for answering the
questions correctly randomized into a $1 or $20 bonus. Finally, they were provided with an
option to select between two articles to help support their guess. They were told to select
between a report about the 2023 US Labor Force Statistics, labeled Article A, or an Op-Ed on
racial inequality and systemic racism, labeled Article B (see Appendix for articles and complete
survey). This setup implied that Article A was the more topically relevant and objective source,
whereas Article B represents an opinion-based article that is not relevant to the questions at hand
without additional interpretation done by participants.

Results are presented by racial groups, with roughly 40 in treatment and 40 in control.
Below are the experimental results.
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Figure 8
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Interestingly, high incentives decreased the selection of Article A for both Black and
White participants. Black and White respondents were more willing to select Article B, an op-ed
on racial discrimination and inequality, to help them answer the incentivized question. This
contrasts with the hypothesis, which predicts that for Black Americans the share of Article A
selections would increase as incentives increased. It is unclear how to interpret these results,
however the open-ended text evidence does suggest that both Black and White participants
selected Article B because of a belief that race played an important role in educational returns
and employment.

Table 5 outlines the results of the paired t-tests, separated by race. Black participants in
the low versus high incentive treatment had a proportional difference of 0.667 versus 0.526,
meaning that around 2/3 of Black participants picked Article A in the low incentive treatment,
whereas a little more than half selected Article A in the high incentive treatment. The change in
selection was almost significant, with a p-value of 0.224 for the respective t-test. For White
participants, results were similar in direction although not in magnitude or statistical



Callaway 19

significance; they also selected Article B more as incentives increased. Overall, with higher
incentives, both groups selected more racially charged material.

Table 5
Mean Value Standard Error Ethnicity Incentive Column Name Condition Value Article Type p-value
0.667 0.080 1 Black ow: Article Aor B Article A: U.S. Bureau of Labor Statistics Low Incentive 0.776
0.526 0.082 20 Black high: Article A or B Article A: U.S. Bureau of Labor Statistics High Incentive 0.224
).80 White ow: Article Aor B Article A: U.S. Bureau of Labor Statistics Low Incentive 0.390
75 White high: Article A or B Article A: U.S. Bureau of Labor Statistics High Incentive 0.610

The author does not have a sufficient explanation for these results currently. A
preliminary analysis of the open-source text provided to participants to explain why they made
their article selections confirmed that beliefs about racial injustice were prevalent in driving their
decisions. Those who selected Article A, across both racial groups, reported that they believed
Article A was a less biased and more objective source of data that was more relevant to
answering the question. However, explanations for selecting Article B ranged from reported
beliefs about the importance of race to a lack of trust in government database, of which Article A
is sourced. There are some concerns on the author’s side about priming and experimenter
demand effects given that this experiment was run after a long list of race-based questions.
However, these concerns do not explain the effect size seen, nor the differences between racial
groups. Overall, these results act as an interesting anomaly and a pilot, as future research will
need to be better designed to understand the effect as well as better powered to capture the full
effect.

4  Discussion

To summarize the results, White respondents had well-calibrated beliefs for their own
groups in terms of the financial returns to a college education and tended to have more accurate
beliefs than Black participants about Black American ROI. Black participants, in turn, tended to
overestimate the returns for White Americans and underestimated the economic returns for Black
Americans.

These results hint at Black participants overemphasizing economic differences between
Blacks and Whites. One potential reason for this is that Black participants are, in fact, confusing
yearly salaries with overall wealth gaps; therefore, Black Americans may believe that the racial
wealth gap stems from differences in employment and earnings, rather than deeper seated
sources of inequality like assets, networks, and intergenerational wealth (Parsons 2021). This
explanation aligns well with the proposed hypothesis of the paper, which is that beliefs about
racial inequality drive misperceptions about Black Americans’ ROI in education. Additional
experiments about participants’ ability to distinguish between wages, employment, and wealth
would help further clarify these insights. In terms of policy relevance, it is also important to
understand if Black Americans are, in fact, basing their education choices on these perceptions.
The fact remains that along the key economic metrics of employment and earnings, as well as
non-economic metrics like health and child welfare, the average person, regardless of race, is
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more well-off by pursuing higher education (Zimmerman 2014; Case and Deaton 2022; Chetty et
al. 2017; NCES 2016b). Therefore, if Black participants overemphasize the racial differences in
perceived returns and underestimate overall returns for their respective groups, does this translate
into a reduction in the overall pursuit of college and a change in individual decision-making?

The experiment was an attempt at answering this question, as it sought to establish a
relationship between beliefs and information-seeking behavior. Black participants did seek out
information related to race more when trying to answer non-race related questions. However, the
results of this experiment were inconclusive and did not provide a clear understanding of why a
change in incentive increased the likelihood that Black and White participant selected the racially
charged Op-Ed at greater frequencies.

5 Conclusion

This study sheds light on the perceptions and information-seeking behaviors of prospective
Black and White students regarding the return on investment (ROI) of a college education. I used
surveys and experiments to understand if and how beliefs about racial inequality impacted
prospective educational decision-making and individual’s cost-benefit analysis. This paper
suggests that there are racial differences in perceived returns, and these differences do not
accurately account for the financial gains of higher education. Instead, race appears to be
weighted above education in the reported perceptions of economic returns, especially for Black
respondents. Experimentally, Black participants were more likely to choose information that
emphasizes racial economic inequalities over more race-agnostic economic reports, suggesting
that race is a critical component in their decision-making and information-seeking behavior.

The implications for this study are threefold. First, it provides cursory evidence of the role of
motivated beliefs impacting Black students' perceptions and educational decision-making
processes. Second, it highlights the importance of managing racial narratives with economic
decision-making and understanding the connection between perceived inequalities and individual
decisions. Third, it suggests deeper questions about how conversations of race inequality and
economic welfare impact decision-making, a question as relevant to researchers as it is to
policymakers and educators.

Further research is needed to understand the role of socio-political narratives in behavior and
perceptions; however, this paper is an attempt to balance the importance of macro conversations
around race and inequality with continuous questions about maximizing individual economic
outcomes within a given circumstance.
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Consent

Ql.1. Before you
proceed to the
survey, please
complete the
captcha below.

™

reCAPTCHA

I'm not a robot

Q] 2. Study Number: IRB24-1032
Study Title: Educational Beliefs
Researcher: Sydney Callaway
Principal Investigator: Alex Imas

Sponsor: The Normal Lab

Description:

We are non-partisan researchers at the University of Chicago doing a research study about beliefs and
decision making. This form will give you some information about the study. Please read the form carefully
and feel free to email and ask any questions that you may have.

1. In this study, you will answer a set of questions about your beliefs
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2. The estimated time to complete this study is approximately 20 minutes.

3. Your participation is voluntary.

Incentives:
You will receive $12.00 per hour for your participation, with eligibility for a bonus based on a chosen
question. Partially completed survey responses will not be compensated. The compensation

will be determined based on what was completed.

Risks and Benefits:

1. Your participation in this study does not involve any physical risk or emotional risk to you beyond the risks
of daily life.

2. You have the right to withdraw your consent or discontinue participation at any time for any reason. Your
decision to withdraw will not involve any penalty or loss of benefits to which you are entitled.

3. The potential benefit of the study is a better scientific understanding of people’s behavior in activities.

Confidentiality:

All of the data will be only used for scientific purposes and will be appropriately protected during and after
the research. If you decide to withdraw from this study, any data already collected will be destroyed.
Identifiable data will never be shared outside the research team. De-identified information from this study
may be used for future research studies or shared with other researchers for future research without your

additional informed consent.

Contacts & Questions:
If you have questions or concerns about the study, you can contact the researcher at

callaways@uchicago.edu

If you have any questions about your rights as a participant in this research, feel you have been harmed, or
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wish to discuss other study-related concerns with someone who is not part of the research team, you can
contact the University of Chicago Social & Behavioral Sciences Institutional Review Board (IRB) Office by

phone at (773) 702-2915, or by email at sbs-irb@uchicago.edu.

Consent:
Participation is voluntary. Refusal to participate or withdraw from the research will involve no penalty or loss

of benefits to which you might otherwise be entitled.

By clicking “Agree” below, you confirm that you have read the consent form, are at least 18 years old, and

agree to participate in the research. Please print or save a copy of this page for your records.

Agree

| do NOT agree to participate (If you don't agree, you will see a screen that
exits the survey.)

Identity Validation

Q2.1. Before starting the survey, please provide your age,
nationality, and country of residency.

Q2.2. Age:
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Q2.3. What is your nationality?

Q2.4. What country do you live in now? (It can be the same
or a different country from where you currently live.)

v

Q2.5. Unfortunately, you are not eligible to proceed with this
survey. Thank you for participating!

Introduction

Q3.1. Thank you for choosing this survey. | will ask you @
series of questions; please try and give your best guess.
One of these questions can make you eligible for a bonus-
- therefore, pay attention to the questions!
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Please do not use other resources to answer these
questions. It is not helpful for answering correctly; what
matters most is that you are answering honestly. Have fun!

ROI: Full-Time Employment

Q4.1. 1 am interested in your expectations regarding full-
time employment for individuals with and without a
college degree. For this survey, please consider a “full-time
job" as a position where employees work at least 35 hours
per week.

Q4.2. How likely do you think it is that the average White
American will secure a full-time job within 5 to 10 years
after graduating from a public four-year in-state
college? How about the average Black American?

Neither
Extremely Somewnhat likely nor Somewhat Extremely
unlikely  unlikely  unlikely likely likely

0 10 20 30 40 50 60 70 80 90 100

White American
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Neither
Extremely Somewhat likely nor Somewhat Extremely
unlikely  unlikely  unlikely likely likely
Q 0 20 3 40 50 60 70 80 90 100

Black American

Q4.3. How likely do you think it is that the average White
American will secure a full-time jol within 5 to 10

years after not graduating or attending o public four-
year in-state college? How about the average Black
American?

Neither
Extremely Somewhat likely nor Somewhat Extremely
unlikely  unlikely  unlikely likely likely
Q 0 20 3 40 50 60 70 80 90 100

White American

Black American

ROI: Lifetime Earnings

Q5.1.  am interested in your expectations regarding the
median annual earnings of individuals with full-time
employment with and without a college degree. For the
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purposes of this survey, please consider a "full-time job" as
a position where employees work at least 35 hours per
week.

Please exclude any income from part-time or freelance
work, as well as earnings from sources other than formal
employment (e.g., income from social media). Your
estimate should be in US dollars and before taxes.

Q5.2. What do you estimate the median annual earnings
will be for the average White American in the next 5 to 10
years after graduating from a public four-year in-state
college, regardless of the sector they are employed in?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

Q5.3. What do you estimate the median annual earnings
will be for the average Black American in the next 5 to 10
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years after graduating from a public four-year in-state
college, regardless of the sector they are employed in?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

Q5.4. What do you estimate the median annual earnings
will be for the average Black American in the next 5 to 10
years without enrolling or graduating from a public
four-year in-state college, regardless of the sector they are
employed in?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

Q5.5. What do you estimate the median annual earnings
will be for the average White American in the next 5 to 10
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years without enrolling or graduating from a public
four-year in-state college, regardless of the sector they are
employed in?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

Individual earnings

QG6.1. We are interested in your expectations of your own
median annual earnings when you have full-time
employment, with and without a college degree. Please
assume that a full-time job" refers to a position where you
work at least 35 hours per week.

Exclude income from part-time or freelance work or any
earnings from sources other than formal employment, for
example, exclude income from social media. Your estimate
should be in US dollars and before taxes.
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Q6.2. What do you estimate your median annual earnings
will be for yourself in the next 5 to 10 years without
enrolling or graduating from a public four-year in-state
college, regardless of the sector you are employed in?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

Q6.3. If you decided to pursue a college degree, what do
you think you'd major in?

We know this is a hard question, please give us your best
guess.

Information Technology

Social Sciences
Communications

Vocational Training

Agriculture + Natural Resources
Liberal Arts

Physical Sciences + Math
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O Biology + Health
O Engineering + Architecture

O Business + Economics

Q6.4. How likely do you think it is that you will

0 10 20 30 40 50 60 70 80 90 100

Obtain a 4-year
college degree

Enroll in a 4-year
college degree
program

Enroll but drop
out of a 4-year
college degree

program

Enroll into @
technical or 2
year degree
program

Not pursue
higher education
[only obtain @
high school
diploma]
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Q6.5. Suppose you majored in the area you selected.

What do you estimate your median annual earnings will be
for yourself in the next 5 to 10 years after graduating from
a public four-year in-state college?

$0-$20,000
$20,001-$40,000
$40,001-$60,000
$60,001-$80,000
$80,001-$100,000
$100,000+

ROI: Tuition

Q7.l. Please consider the yearly tuition cost for a public
four-year in-state college. This tuition refers to the fees
paid directly to the university and does not include other
expenses such as room and board. Do not offset this
amount by any aid, scholarships, or loans, as these will be
addressed in a different question.

What do you estimate the average yearly tuition to
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e for a full-time undergraduate student to attend a public
four-year in-state college?

$0-$5,0000
$5,001-$10,000
$10,001-$15,000
$15,001-$20,000
$20,001-$25,000
$25,001+

Q7.2. Please consider the yearly expenses to attend a
public four-year in-state college. These expenses refer to
books, room and board, and other daily costs associated
with living near and attending university. This does not
include tuition fees paid to the university. Do not offset this
amount by any aid, scholarships, or loans, as these will be
addressed in a different question.

What do you estimate the average yearly expenses to be
for a full-time undergraduate student to attend a public
four-year in-state college?

$0-$5,0000
$5,001-$10,000
$10,001-$15,000
$15,001-$20,000
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$20,001-$25,000
$25,001+

ROI: Costs

Q8.1. Please consider the yearly total aid package
provided to the average student attending a public four-
year in-state college over one academic year. This aid
package can include the following:

. The cost of attendance (tuition and required fees)

2. Room and board expenses

3. Any additional costs associated with the day-to-day life
of a college student

Q8.2. How much total aid do you think the average White
American student receives to attend a public four-year in-
state college?

$0-$5,0000
$5,001-$10,000
$10,001-$15,000
$15,001-$20,000
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$20,001-$25,000
$25,001+

Q8.3. How much total aid do you think the average Black
American student receives to attend a public four-year in-
state college?

$0-$5,0000
$5,001-$10,000
$10,001-$15,000
$15,001-$20,000
$20,001-$25,000
$25,001+

Q8.4. How much total aid do you think you would receive to
attend a public four-year in-state college?

$0-$5,0000
$5,001-$10,000
$10,001-$15,000
$15,001-$20,000
$20,001-$25,000
$25,001+
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Finances

Q9.1
Please consider your personal knowledge and comfort with

debt and student loans.

Please rate the level to which you agree or disagree with
these statements.

Q9.2. | feel comfortable taking a loan to pay for college.

Strongly Disagree
Somewhat disagree
Neither agree nor disagree
Somewhat agree

Strongly agree

Q9.3. My parents can help pay for most or all of my costs if
| choose to go to a four-year university.

Strongly Disagree
Somewhat disagree

Neither agree nor disagree
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