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ABSTRACT

The purpose of this study was to estimate the costs
to the nation of the inadequate education of a substantial vortion of
the population, where an inadequate education for the latter third of
the twentieth century was defined as an attainment of less than high
school graduation. Using data from the Department of Commerce and
other sources in conjunction with extensive research literature from
the social sciences, this report obtained the following findings: (1)
the failure to attain a minimum of high school completion among the
population of males 25 to 38 years of age in 1969 was estimated to
cost the nation 237 billion dollars in income over the lifetime of
these men, and 71 billion dollars in foregone government revenues:
(2) in contrast, the probable costs of having provided a minimum of
high school corpletion for this group of men was estimated to be
about 40 billion dollars; (3) welfare expenditures attributable to
inadequate education are estimated to be about three billion dollars
each year and are probably increasing over time; (4) the costs to the
nation of crime that is related to inadequate education appears to be
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higher incidence of disease. It is difficult to attempt any monetary
estimate of these costs. (Author/JM)




v

HaR s R T

ENTIRT N

¢

i

i

i

Q
ERIC
¢

—| 2 g:sﬁi’g“ } COMMITTEE PRINT
i~
i
~J
S
q THE EFFECTS OF DROPPING OUT
SELECT COMMITTEE ON
EQUAL EDUCATIONAL OPPORTUNITY
UNITED STATES SENATE
U.S. DEPARTMENT OF HEALTH. . SCOPE OF INTEREST NOTICE
o prumrRss |
| s, SOCUMENT S aEEN ermo. =0k G
THE PERSON OR ORGANIZATION ORIG- In our Judgement, this document
INATING IT POINTS OF VIEW OR OPIN- 13 3150 of interest to the clesring-
" IONS STATEO 00 NOT NECESSARILY houses noted to the right. i ndex-
REPRESENT OFFICIAL OFFICE OF EOU- ing should refiect thewr special

CATION POSITION OR POLICY points of view,

AUGUST 1972

Printed for the use of the Select Committee on
Equal Educational Opportunity

U.S. GOVERNMENT PRINTING OFFICE
g 82025 WASHINGTON : 1972
o
s For sale by the Superintendent of Documents, U.S. Government Printing Office
<« . Washington, D.C., 20402 - Price 45 cents
O
S
fem

e T sl A e e d e A

oot

o Yo CE N g e
SR Dol e AT

o8

2

4

W"‘ﬁ"ﬂ;‘&g N

S e T e b i "t




ERIC

Aruitoxt provided by Eic:

W e,

1§ T
SR I

v,

SELECT COMMITTETE ON EQUAL EDUCATIONAL OPPORTUNITY

WALTER F. MONDALE, Minnesota, Chairmaen

ROMAN L. HRUSKA, Nebraska
JACOB K.JAVITS, New York
PETER II. DOMINICK, Colorado
EDWARD W. BROOKE, Massachusetts
MARK 0. HATFIELD, Oregon
MARLOY W. COOK, Xentucky

JOHN L. McCLELLAN, Arkansas

WARREN G. MAGNUSON, Washington

JENNINGS RANDOLPH, West Virginia

DANIEL K. INOUYE, Hawali

BIRCH BAYH, Indiana

WILLIAM B. SPONG, Jr., Virginia

SAM J. ERVIN, Jr., North Carolina

ADLAI E. STEVENSON III, Illinois
WILLIAM C: Sutrs, Sicff Director and General Counsel

an

-




Aruitoxt provided by Eic:

AU

e A BIVRE S8 0 g TR yampe s

CONTENTS

THE EFFECTS OF DROPPING OUT

Foreword
The Costs to the Nation of Inadequale Educatio
Correspondence:

August 7, 1972
Excerpts from Youth in Transition, Vol, 111, Dropping Oul—Problem or
Syriplom? by Jerald G. Bachman:
Chapter 8—Effects of dropping out: Occupational attainments.___
Chapter 10—Dropping out is a symptom: Summary, conclusions,
implications




B
:
:
&
H
5=
A

AR TSN

¥ T R vl

A T T T s R I g e £

R .

R e A A A

PREFACE

Because of considerable public interest in Henry Levin’s study,
“The Costs to the Nation of Inadequate Education® printed by the
Select. Committee on Equal Educational Opportunity in February
1972, the Select Committee is releasing this print, “The Effects of
Dropping Out.” This print includes Dr. Levin’s study along with ex-
cerpts from Youth in Trunsition, Volume 111, Dropping Out—Prob-
lem or Symptom ? by Jerald G. Bachman of the University of Michi-
gan. Dr. Bachman’s study provides further discussion on the relation-
ship between high school dropouts and occupational attainment. These
studies and related correspondence between Professors Bachman and
Levin are reprinted here for the use of the members of the Select Com-
mittee and others who may find them of interest.
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FOREWORD

Nearly 60 million Americans are enrolled in elementary and sec-
ondary schools, colleges and universities. The formal education which
these young citizens are receiving is probably the most important
determinant for their future. Yet, for millions, our public education
system fails to prepare them for adulthood and for a productive life
with full opportunity.

As the Select Committee has studied problems relating to equal
educational opportunity it has become clear that inadequate educa-
tion is costly to our society in both economic and social terms. In
an effort to analyze these costs, the committee asked Professor
Henry M. Levin of Stanford University to prepare a report for the
committee's use.

The Costs to the Nation of Inadequate Education analyzes the
costs to our Nation of failure to attain high school completion among
our male population at the age of 25 to 34. It compares these costs
with the costs of providing a high school education for this group. In
addition, the report estimates welfare expenditures and the costs of
crime, and discusses other economic and social costs attributable to
inadequate education.

This study is reproduced here both because it represents the results
of new and significant research and because its conclusions will be
of interest to all who ars concerned with the need to improve education
in our Nation.

WaLTER F. MoNDALE,
Chairman, Select Committee on Equal Educational Opportunity.

(vin)
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SUMMARY OF FINDINGS

An inadequate education for a substantial portion of the )o{:ulation
not only handicaps those persons who are undereducate&, ut also
burdens society with reduced national income and government rev-
enues as well as increased costs of crime and welfare. The purpose
of this study was to estimate the costs to the Nation of such educa-
tional neglect where an inadequate education for the latter third of
the 20th century was defined as an attainment of less than high
school graduation. Using data from the U.S. Department of Commerce
and other sources in conjunction with extensive research literature
from the social sciences, this report obtained the following findings:

1. The failure to attain a minimum of high school completion
among the population of males 25-34 years of age in 1969 was
estimated to cost the Nation:

* $237 billion in income over the lifetime of these men; and,
* $71 billion in foregone government revenues of which
about $47 billion would have been added to the Federal
Treasury and $24 billion to the coffers of State and local
governments.

2. In contrast, the probable costs of having provided a minimum
of high school completion for this group of men was estimated to
be about $40 billion.

* Thus, the sacrifice in national income from inadequate
education among 25-34-year-old males was about $200
billion greater than the investment required to alleviate
this condition.

* Each dollar of social investment for this purpose would
haye gencrated about $6 of national income over the
lifetime of this group of men.

* The government revenues generated by this investment
would have excceded government expenditures by over
$30 billion. -

3. Welfare expenditures attributable to inadequate education
are estimated to be about $3 billion c1eh year and are probably
increasing over time. .

4. The costs to the Ntion of crime thatis related to inadequate
education appears to be about $3 billion ¢ year and rising.

5. Inadequate education also inflicts burdens on the Nation
in the form of reduced political participation and intergenera-
tional mobility, as well as higher incidence of disease. It is
difficult to attempt any monetary estimate of these costs.

(xn)




Chapter I
INTRODUCTION

It would be a severe understatement to say that American society
is committed to schooling. In 1970 over 59 million persons were
enrolled in the elementary and secondary schools, colleges and univer-
sities of the Nation, and approximately 1 million were attending day
care und_preschool programs. Two out of every seven persons were
enrolled in some form of schooling, and over 6 million wcople were
employed in the educational sector to service these students. Given
this deeply-rooted societal commitiment to a single institution, it
is no surprise to find that the institution of schooling has a profonnd
effect on our society. .

Of particular importance is the mark that schooling leaves upon
an individual in determining his future. For better or worse, formal
education is one of the most important determinants of the lifetime
opportunities of individuals. In lnrge measure she schools select persons
to fulfill the heirarchy of social, political, and economic roles of
society. Those who receive more and “better” schooling are in a
better position in a schooling-dependent society to obtain the highest
earnings, most prefernble occupations, and the best jobs.

I.A—Equauity or EpucatioNar, OPPORTUNITY

Throughout most of the history of American education the institu-
tion of schooling has been considered to be a beneficent and remarkable
device for roviding equal opportunities nmong youngsters drawn
from very diverse circumstances. Indeed, the discussion and ferment
that led to universal public schooling in America during the middle
part of the 19th century was largely predicated on the concept that
ec'ucation was the best path to “equal opportunity.” In the words of
Horace Mann: “Education then, beyond all other devices of hunan
origin, is the great equalizer of the conditions of men—the balance-
wheel of the social machinery.” !

This movenient did not represent a quest for a classless society as
much as it reflected a search for fairness in the race for life’s rewards.
Equality of opportunity would not lead to equality of outcomes;
for it was recognized tacitly that an industrial society required manual
laborers, farmers, clerks, and mechanics as well as lawyers, physicians,
managers, and professors. By uality of opportunity was meant
“. . - an equal start for all ch?l?lren m the race for life, but their
assumption was that come would go farther than others.” ? Differ-
ences 1n ability, effort, luck and preferences would create differences
in outcomes among individuals, but the common school would assure

Footnotes for Chapter I on p. 49.

1)

Ol e St S A P e % R

B hen 7




2

that representative individuals born into any social class would have
,(ipport.m)ity to achiove statvs as persons born into other social classes.

hut is, the opportunities for achieving life success for a son would
not be determined by his father’s achievements, but only by his own.
Implicit in this policy was the view that the system of public
education would create equal opportunity through equal educational
opportunity.

It is now clear, in retrospect, that neither equal opportunity
nor equal cducational opportunity has been achieved. The present
system of financing and operation_of the educational system leads to
greater investinents of resources in the rich child than in the poor
one.! Moreover, the schools tend to be far more cffective in providing
mobility and status for the middle-class child than the lower-class one.
The result is that occupational success, scholastic achievement, and
educational attainment of children are still positively correlated with
those of their parents.®

I.B—CosTs T0O SociETY oF INADEQUATE EpucaTiON

The case for equality of educational opportunity, its necessary
ingredients, and our failures at achieving it have been heavily discuss
and debated in recent years.? Yet, what is often ignored in such mter-
changes is the extent that such educational inequalities represent &
burden to the Nation. It is clear that persons who receive insufficient
education in a society which rewards individuals according to their
educational attainment will suffer in comparison with those who have
reccived better education. Yet, it is not only the individual who is
adversely affected, but our society as well; for the direct effects of
inndequate education for any person are visited indirectly on the
Nation. In this study we wish to answer the question: “What are the
costs to society of inadcgunte education”? That is, what is the magmi-
tude of costs that the Nation must pay for undereducating a signifi-
cant segment of its population?

There are many ways in which the results of inadequate education
require o national sacrifice. For example, if persons are unemployed
or underemployed because of their low levels of educational attain-
ment, then social autput is reduced below what it would be.if these

opuiutions had adequate educations for the existing job market.
hus, the Nation foregoes output which might otherwise have been
produced and contributed to social welfare. .

The reduced earning power of the less educated creates a particu-
larly burdensome condition on the public sector. Low earnings or no
earnings translate into little or no tax support for government~-
supplied goods and services. Further, to support those familics whose
incomes fall below a reasonable standard, it is necessary to utilize
public budgets to pay for food, shelter, medicine, and other services
that they would ordinarily be able to obtain out of their own resour-
ces. Moreover, low educational attainment may be an important
contributor to the problems of crime. The futility faced by such
persons in obtaining attractive legitimate alternatives can lead to
desperats attemp.s to achieve status, power, and money through
illegal pursuits. To the degree that low educational attainment 18
& contributor to crime, then a portion of the substantial resources
that the Nation allocates to crime prevention and detection, the
judicial system, and the penal system represent a social burden.
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Finally, there are other significant costs of low cducational attain-
ment. In a democratic society the effective l’unctioninﬁ of representa-
tive government depends upon the active political participation
of all citizens. The degree of political involvement of the population
seems to be directly related to its educational level. Persons with
less formal schooling are not as likely to be rcEwtcrcd for the vote;
even vhen they are registered they are less likely to cast a ballot;
they arc less likely to be informed on political issues; and they ave
less likely to be active in political organizations. The results is that
the democratic concept works less well for the undereducated portion
of the population and thus for socicty as a whole.

And the social costs of poor education are not Tnst limited to the
present generation. The offspring of persons with low ciducational
attainment are themseives more likely to suffer the same cducational
consequences as their parents. Differences in the cducational char-
acteristics of their home environments as well as others mean that
children whose pavents have been handicapped by poor education
will themselves complete fewer grades of schooling and will show
substantially lower performance in standardized academic achiev-
went, Thus, they in particular and the next gencration generally
will suTer from the low ecducationsl attainment of persons in this
generation.

A NATIONAL CONCERN

In a society characterized by high geographic mobility, the educa-
tional neglect of one local or State government often contributes to
the burden of another. ‘That is, the social costs of poor education are
often cxported bovond the boundaries of the governments who hava
been unable or unwilling to provide adequate schooling for their
citizens. Thus, the results of undereducation in the rural South often
show up as public welfave costs in the northern cities. The felon
who lacks the skills for legitimate employment docs not limit his
criminal activity to the school district or State which fuiled to develop
his proficiencics. Morcover, tha tax revenues that do not materialize
beeause of educationally related unemployment or underemployment
limit government services at all lovels. In most respects it can be
shown that the social costs of undereducation do not himit themselves
to specific State or local governments or to regions of the country;
rNath_cr their pervasive qualities have implications for the entire

ation.

Since the entire society appears to bear much of the cost of inade-
quate sducation, it is important to estimate the magnitude of these
costs. 1f the social costs attributable to poor education exceed the
Jublic investment required to alleviate this condition, then the

ation would bo better off if resources were allocated to improve the
Earts of the educational system responsible for this dereliction.

nder such circumstances the level of social welfare would be improved
by incurring this investment since in ‘he long run the benefits to the
}Ltion would exceed the costs. O course the oft-cited doctrine of
equality of educational opportunity is in itself an important justifi-

. e

cation for examining the sources and impact of poor education.

I e 1ol e
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1.C—DrrininG A Poor Enpucatiox

Before we can estimate the national vosts of inadequate education,
it is necessary to define what is meant by this term. The fact that
the words miseducation, poor-education, or inadequate education are
usced so commonly tends to mask the fact that there is no consensus
on their meaning. Yet if one is to hope to measure the impact of
inadequate cducation, one must define as carefully as possible what
it is that he wishes to use as » guideline for deciding what is inadequate
and what is adequate. .

Perhaps it is best to be?p by uoting that there are two ways
in which one can conceive of inadequate education. The first concept
deals with the overall alucauonul,aprrouch of a society; is it good
or is it bad? The cxtreme reliance of the United States o formal
schooling has been criticized in recent years as a deleterious educational
approach. It has been charged as being wasteful, fostering dependence
and docility rather than independence, being inegalitarian in the
distribution of its rewards, being unable to adapt to social change,
as well as repressing systemutically imagiuation and creativity.®
These criticisms suggest that the American educational system is
inferior to some alternative one that might be developed for this
society. Yet most of the changes that are suggested—uo matter
how desirable—are not easily implementable. Such global changes
would require a veritable revolution of the cntire society before they
could be sustained, and they are beyond the scope of this study .’

The second concept of inadequate education is a much more madest
one. It is based upon the view that for the present there exists a com-
mitment to the existent, schooling-based approach to education, but
within our society there are persons who are the recipients of insuffi-
cient education, both in the quality and quantity of their schooling
experiences. This is a much more traditional approach to definin
educational inadequacies, and it is the general approach that will
be uged in this study. That is, we are taking for granted the basic
nature of the American educational system and we are defining
the dimensions of inadequate education within that system. Thus
our- thesis suggests that when some citizens receive considerably
poorer education than the norm for the society, not only will those
persons suffer, but the larger society will suffer as well. .

If inadequate education can be defined in terms of the quality
and quanti’y of schooling received, how do we determine what level
of education is substandard? It would seem that a simple criterion is
useful. 1f education does not prepare a person for the normal demands
placed upon him, it is inadequate. In this case the characteristics of
modern industrial technology require a relatively high degree of
literacy with regard to both language and computational skills. To the
degree that schooling does not provide these gkilis, the schooling can
be said to be wanting. Moreover, if a person’s level of educstion is
vastly inferior to that of the bulk of the population, it is likely that he
will be at a considerable disadvantage with regard to other aspects of
his daily existence. Since our social institutions are oriented principally
toward the average educationsl level of the population, a person
who is severely disadvantaged educationally may find that he is
ungbie to cope satisfactorily with many of the routine demsnds
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placed upon him.* The normal level of literacy required to prepare
tax returns, apply for insurance benefits, pass written examinations
for driver’s licenses and work permits as well as to perform other
such mundane tasks may exceed his capabilities simply because the
tasks themselves have been designed for fersons who have benefited
from normal educational experiences.® In those instances persons
who have received relatively less schooling than the population as
a whole are likely to find themselves educationally handicapped.

Though it is obvious that any demarcation line between adequate
and inadequate education is an arbitrary one, it would seem that in
the latter third of the 20th century there is a rather natural place
to draw that distinction. Given the relative imﬂortance of the hich
school diploma for jeb opportunities and for further study, it appears
reasonable to define inadequate education as any level of education
below high school graduation. Though there are some persons who
receive a perfectly adequate education for fulfilling both personal
and societal commitments even though they do not complete the
secondary level and there are other persons who remain “poorly
educated” even though they obtain schooling at the college or uni-
versity level, it is our view that on the average the failure to graduate
from high school is a meaningful measure of the failure to obtain
an adequate education in our present society.

LD—TuE IncipENCE oF InapEQUATE EbucaTioN

What is the incidence of inadequate edueation among the pop-
ulation? Given the definition that anything less than ﬁigh school
graduation will represent an inadequate educational foundation in
the 1970s and beyond, we would like to know the proportion of
our citizens who lack this attainment. Table 1 shows the years of
school completed by persons 25 years old and over by race snd sex
in March 1969. The vast majority of the popuiation have completed
their schooling by age 25, so this greakdown shows the overall school-
ing attainment for the adult population 25 or over. According to these
data almost half of all males and females lack a high school diploma;
and about two-thirds of the Negro population lack this credential.
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Yet to assert that half of the general population and two-thirds
of Negro citizens are inadequately educated probably overstates the
case severely. Many of the lesser educated persons in this sample are
older persons who are in the latter stages of their work careers. When
they entered the Inbor force many years ago the need for a high school
diploma was not well-established; there were abundant on-the-job
training programs and apprenticeships; and formal education was
much less important as a prerequisite to social mobility and to ful-
filling one’s civic and other needs. Such citizens have been much less
handicapped than will persons without high school completion who
are presently entering the labor force. Indeed, many of our older
citizens in this educational category were not handicapped at all
beenuse they began their adult lives at a time when a high school
diploma was a mark of relatively high educuational attainment.

In contrast, the youngsters who are beginning their work and life
careers today without high school completion are in a much less
envious position. These Ylersons are embarking on a journey of four
or more decades in which the educational handicaps afflicting them

at the outset are likely to plague them increasingly throughout their

carcers as the educational attainment of the general population
continues to rise. Of course, the general upward trend toward more
schooling has meant that among younger adults the proportion who
have not completed high school is much lower than among the pop-
ulation as a whole. Table 2 shows the years of school completcg by
persons 25-29 years of age by race and sex in March 1969. Only about
one-quarter of the population in this age range have failed to com-

lete high school, although two out of five Negro males and almost
half of all Negro femules do not attain this level. According to these
figures the incidence of inadequate education affects about 25 percent
of this younger population with the familiar pattern of a heavier
burden on Negroes than on whites. R
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TABLE 3.—Percent of persons age 25 to 44 who had not compteted high
school by sez, region, and urbanism of area, March 1969

Males Females

Region:
Northeast. .. .o oo e caeaes 3.7 28 1
Northeentral . ... .. ... 30.7 27. 8
South. s 39.9 41. 7
L 23.4 25. 8
Metropolitan__ .. oo ... 28,9 28.8
Central eity oo el 32,8 33.8
Outside central city... ... .o._.___. 25.9 24,8
Nonmetropolitan. .. ... ... .. _______.. 39,3 37.6
Nonfarm. ... 38.3 37. 6
Farmn. . e 46. 9 38.0

Source: U.S. Department of Commerce, Bureau of the Census, “Educational Attainment: March 1969,”
l’o{mlatxou Characteristics, Current Population Reports, series P-20, No. 194 (Feb. 19, 1970), tables 2 and
3. Figures in this table were denived by adding pereentages fromn appropriate subcategories. Because of the
rounding errors that can ocenr when following this procedure, there may exist very slight discrepancles
between these numbers and those derived directly from raw data.

Just as the incidence of high school completion is not uniform
across races, neither is it similar among sections of the Nations.
Table 3 shows the percent of persons age 25-44 who had not completed
high school by sex, region, and urbanism of area in March 1969.
Among the four major regions, the West showed the lowest concen-
tration of persons who had not attained high school graduation,
and the South reflected the highest incidence of this characteristic.
Regional differences appear to be substantial.

Moreover, the proportion of persons who failed to complete high

school differed substantially between metropolitan and nonmetro-
politan regions with the latter showing a much higher incidence of
adequate education as we have defined it. Within metropolitan
areas the central cities are characterized by a lower concentration of
persons who have obtained high school diplomas than the suburbs;
and within nonmetropolitan areas the farm portions show lower
educational attainment than the nonfarm sections.
The implications of these findings are that a deliberate public
policy to promote high school completion—if successful—would
have its greatest impact on the South followed by the Northeast and
North Central States. The educational upgrading would be greater
for nonmetropolitan arcas than metropolitan ones; for central cities
than for suburbs; and for farm areas than for nonfarm ones outside
of metropolitan areas.

I.LE—AssEssing THE SoctaL CosTs oF INADEQUATE EpucaTion

The costs of inadequate education can be divided into those which
are borne privately and those which represent a burden to society.!®
In general, when individuals who have received inadequate educa-
tion are disadvantaged directly by this insufficiency, we view the
burden as a private one. Whenever their neighbors or members of
a larger constituency are affected negatively by their low educational
attainment, we refer to these as social costs. Often the incidences of
both private and social costs overlap to such a great extent that the
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categorization of costs into separate components is necessarily arbi-
trary. For example, to the degree that a person is deprived of employ-
ment and earnings because of inadequate education, he is bearing
the costs of his undereducation. Yet, if he requires welfare payments
to survive and if the society foregoes tax payments that might have
otherwise been received, there are associated social costs as well.

Of course the case for improving the educational attainments of
those who are most handicapped by the present system can be made
on the basis of fairness dlone. If all people are to have relatively
equal access to life’s rewards, then the race for success should begin
on the same starting line for all competitors. It would seem that t s
is what is implied by equality of educational opportunity. As in any
comypetition, the race will still be won by the swiftest, but at least
everyone will start at the same place. Persons who lack high school
completion begin the quest for employment, earnings, occupations, and
so on with severe disadvantages relative to those who have received

high school diplomas and further schooling. These inequalities in.

educational attainment tend to exacerbate the inequalities in the
distribution of opportunity in our society. Reduction of these dis-
parities might be considered a worthy goal in itself.

In this study we are concerned primarily with estimating the.

social costs of inadequate education. More specifically what does
it cost the Nation to ‘“underinvest’’ in the education of a substantial
segment of its population? In particular we will attempt to estimate
the following social costs as they are imposed by present educational
policies:
1. Foregone national income;
2. Foregone tax revenues for the support of government
services;
3. Increase in the costs of income maintenance and welfare
programs;
4. Increase in costs of crime;
5. Reduction in political participation;
6. Reduction of intergenerational mobility; and,
7. Poorer levels of health.

We wiil be handicapped in this endeavor by our considerably less
than perfect knowledge of the linkages between educational attain-
ments and social consequences. That s, it is difficult to trace precisely
the effects of inadequate education on each of the social phenomena
that we wish to review. While each can be related theoretically and
some data are available for obtaining numerical estimates of their
1mylmcts, the computational results must be considered to be tentative.
Indeed, they should be scrutinized for their overall magnitude rather
than for their precise values. Yet the importance of these estimates
as potential inputs into public policy means that even approximate
values can be very useful.

Essentially the approach that we will use to measure the costs
of inadequate education is to. follow a procedure that we will call
“reasoned estimation.” This process represents an attempt to show the
reader the step-by-step construction of the estimates with emphasis
on the logic of the procedures and the evidence supporting the vari-
ous underlying assumptions. First, an analysis of the conceptual
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relationships between inadequate education and the phenomenon we
are concerned with will be presented. Second, these will be translated
into a set of empirical procedures for estimating related social costs.
Third, the best available set of data will be applied to this framework;
and last, the resulting estimates will be interpreted. For those readers
who might question us at any of these stages it should be a rela-
tively easy task to impose different assumptions or data on our analysis
in order to see if one comes out with substantially different results.
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_ Chapter II
INVESTMENT IN HIGH SCHOOL COMPLETION

Since we defined an educational attainment of less than high
school completion as inadequate for our highly technical society, it is
useful to explore the social implications of failing to invest in that
level of education for a substantial segiment of the population, It is
not ])ossible to do this for the entire society because the data are not
available and our underlying knowledge of these complex relation-
ships is sparse. Yet is is possible to trace the sacrifice in national
income reflected in the undereducation of a specific and well-defined
subpopulation. In this chapter we will estimate the loss in national
income and tax revenues attributable to insufficient education among
a grou&) of young men who have recently entered the labor force, and
we will compare it with the public expenditure required to provide
this group of men with an adequate education.

II.A—ApEQuATE EpucaTioN as A SoCIAL INveEsTMENT

More specifically, we will review the incidence of failure to com-
plete 12 years of schooling among a cohort of young males who are
old enough to have completed their education. Second, we will com-
pare this to a hypothetical distribution of educational attainment, for
these adults if public policy required a minimum of high school
completion for all citizens. Thir(ll, we will compare the estimated
contribution to national income for this opulation under the exist-
ing distribution of education and under the assumption that all had
completed a minimum of 12 years of schooling. The difference between
these two contributions represents one aspect of the social costs of
inadequate cducation, foregone national income. F ourth, we will
estimate the loss in tax revenues to the Federal, State, and local
governinents that results from this foregone income; and last, we will
compare these social costs of educational neglect with the cost of
providing adequate education to this cohort of young people.

EDUCATIONAL ATTAINMENT AMONG MALES, 25-34 YEARS OLD

Table 4 shows the distribution of educational attainment among
males, 25-34 years old in March 1969. This cohort of young men
was selected for the analysis because they represent a group with
recent educational experience who have generally completed their
schooling and are beginning their work careers. Moreover, there exist
abundant census data for thic group which enable us to link their
income with their education and other characteristics. In 1969 there

Footnotes for Chapter II on p. 49.
(13)
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were some 11.8 million men in this age category of whom ‘about 12
percent were nonwhite. It should be borne in mind that the nonwhite
group is predominantly Negro (over 90 percent), but that it does
include members of other races as well. Following the familiar pattern
established in earlier descriptions of educational attainment, about
44 percent of the nonwhites have not comgletcd high school in con-
trast with only 25 percent of the whites w:

o fall iuto this grouping.
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Table 4 represents the actual distribution of educational attuine-
ment for males 25-34 vears of age in 1969. Since we wish to calenlate
some of the national costs of failing to provide suflicient ednention, we
wish to compare the actual distribution of educational attaimnent with
one that might exist if public policy provided a mininmm of high
school completion for all persons.

Tasre 5.—Hypothetical distribution of educational altainment for males
" 25 ta 34 years of age, March 1969, by race under minimum requirement
of ligh sckaol completion *

Number in thousands)

College
Highschool 3to3ymans 4 yoas 8 or ot
years
White males. ceeccceceecacccanne 5, 019 2,020 1,414 1, 135
PercentAgeS.e e meececcacenenn 56, 5 19.3- 13.5 1.0
Nonwhite mateteee e ceceeacana.- 886 210 121 105
PercentntCeeere covecrecccene 67.2 15.9 9.2 S0

* Rasad upoty assumption that sl completa high school aud that contlnuation beyand high achuol will
follow pattem for nonwhite males 28 to 29 in March 1901 1)ata on tonwbite ratst are taken from LS,
Department of Commerce, “Fducational Attainment: March 1960, Population Chiatacterdstles, Current
Vopulation Reports, series P-20, No. 194 (Feb. 12, 1170). table 1.

Table 5 shows the hypothetical distribution of educational attain-
ment for males 25-34 years of age, March 1969, by race, under mini-
mum requireinents of high school completion. Since the high school
diploma also makes an individual eligible for further schooling at the
college level, it is reasonable to believe that some of the additional

ersons who graduate from high school will continue their education.

1 Table 5 we have assmned that the rates of continuation beyond high
school for all additional graduates will be similar to the present ones
for nonwhites. Since only about 19 percent of the ronwhites compared
to 36 percent of the whites had completed one or more years of college,
the use of the nonwhite continuation rates represents a very con-
servative assumption of college participation for a group of high school
graduates that i1s predominantly white.

We have hypothesized that by mlderedncatin[.i a vast segment of the
population, the Nation endures a loss of potential output that would be
realized had the Nation provided adequate education for all of its
citizens. Since Table 4 represents the present distribution of educa-
tional attaiument and Table 5 depicts the “minimum desired” dis-
tribution of educational attainment for the male population 25-34
years of age, we wish to estimate the sacrifice in national income
created by the present educational neglect. That is, we wish to deter-
mine what the additional output and earnings of this segment of the
pod)ulatio_n would be if society had provided the levels of education
reflected in Table 5.
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Tam.e 6.—Estimated numbers of additional males 25 10 \84 years of

age completing education at each level under public ; of high
school completion
College x

High achool § or more
compiction 1103 years 4yw years

White males. - oo e eennnnnn . 1,738,000 418,000 2 19%, 000
' G 4, 000 %% 44, 000
L

Nonwhite males..oeeenen.... e 395, 000

Table 6 reflects the number of additional males 25-34 years of age
who might have completed their schooling at cach of the educational
levels had government policy provided a minimum of high school
graduation. Jt is estimated that almost 1.8 million additional white
males and 400,000 more nonwhite males would have obtained high
scheol diplomas Lefore entering the lator force had such an educational
policy existed. Morcover, under relatively modest assumptions of
continuation Leyond the secondary level, it is estimated that some
800,000 white males and 200,600 nonw hite ones would have obtained
troining at the college lovel.

Before calculating the loss in national income reflected in the sub-
stantial numbess of young males who fail to complete high school,
there are a number of coliceptual and cmpivical issues that need to
he addressed. First, how do higher levels of education lead to higher
levels of productivity and income? Second, are present relative differ-
ences in estnings by level of education—for example, Letween high
school graduates wmnd drop outs—appropriate for caluclating the

" income foregone by not investing in a minimum of high school com-

pletion for everyone? And, third, how should additional income that
might have keen produced in the future by a different educational
olicy be weighted relative to additional income produced at present.
hm-lu of these reprerents u rather complex set of phenomena for which
we need tentative answers in order to proceed with our calculations.

‘The next three sections address themiselves to each of these gues-
tions: In JLB the relationships betw een schooling, productivity, and
income are explored. The enteria for caleulating relative differences
in income und earnings Ly level of educaticn are established in 11.C;
and the problcm of evaluating future incregses in income is assessed
in ILD. The resolution of these issues paves the way for the ensuing
estimate of the national income and government revenue lost because
of inndequate education among young males.

11.B—Scuooring, Probucniviry, axn Incose

If we compare persons with less than hEFh school completion with

those who have obtained their high school diplomas and perhaps have
even attended college, we note that the former are likely to be found
in the lower paying occupations, to be receiving lower earnings even
within an occupation, and to be more susceptible to unemployment
and underemployment than the latter.! These differences in experiences
reflect_themselves in differences in economic productivity and earn-
ings.? Yet, one must ask why persons with hiil:'cr levels of education
are more productive than ones with less schooling.
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There are at least three reasons that workers with more education
are likely to be mare productive and derive higher carnings than those
with lower educational attainments. The first 1s that additional school-
ing provides onc with a greater set of skills, both specific and general
which improve productivity.® These skills include improved numerica
and language proficicucics, as well as conceptual skills that enhance
the ability to make decisions in planning, organization, and production,
'I‘hcﬁ' may also include particular vocational skills that are imparted
in the educational process.

Second, additional schooling tends te inculeate persons with specific
attitudes and behaviors that help then to function in the large
bureaucratic enterprises that characterize much of both the govern-
ment and the private sector.® Relationships of the individual to the
organizational hicrarchy and to the reward structure are two such
arcas whose acceptance by workers improves the efficiency of the
orfmnizut.im} us a whole. Since schools tend to be organized much like
other organizational units with high degrees of internal specialization
and similar intrastructures, it is believed that schools tend to socialize
workers to accept the complex work relationships that they will face
in thoir occupational roles.? Students who complete fewer grades are
less molded into this organizational labyrinth and are thus less able
to Fn.alif y for positions which require such intraorganizational skills.

‘Third, it has been suggested that in a society characterized by rapid
technological change, educution mnakes a contribution to productivity
by creating a ﬁmamr ability to adapt to such chm‘.w. In particular
the higher the level of managerial functions required, tise greater will
be the requirement to adapt to technological change.® Thus, the as-
sumption 18 made that the mere educated » manager or pmf’cssimml,
the quicker he will introduce new techniques of production; indeed,
studies of agriculture have found that the more highly educated
farmers tend to adopt productive innovations earlier than those with
losser education.” To the degree that there is # ~ neral relationship
between the lovel of education and the ability 1w .dapt to changing
conditions of production, the person with more schooling will benefit
more in a pariod of techuological progress.

Finally, as an adjunct of this, it is possiblo that the tcchnoloizy of

roduction in a society reflects the educational mode of the labor
orce. That is, as average skill levels rise, the natuse of capital that
is introduced into the production process capitalizes on the greater
abundance of such labor force capabilities. The result is that low skill
opportunitics decline as the educational attainment of the work force
rises. Technology that requires higher skill levels replaces technology
that utilizes lower skill levels as the persous with higher skills become
more plentiful. Unfortunately this meuns that the portion of the
population with considerably less than average attainment finds that
the relative demand for its services is declining.®

‘Poday the proverbial low status occupation of ditchdigging requires
more than a strong back and a shovel. These attributes have been
replaced by expensive and sophisticated trenching equipment which
requires higher skill levels to operate and maintain. Industrial main-
tenance is no longer identified with the broomn and the dustrag as
much as it is with vacuum sweepers and other o uipment which

uires judgmental skills that arc not inherent in“(t‘w broom tech-
nology. Even when these innovations are introduced to save man-
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power, they are likely to use a more highly skilled labor force in place
of the larger number of lower skilled workers whom they replace.
With the introduction of new technology, labor productivity may rise
among workers with higher skills; but such changes may be at the
expense of less educated workers.

inally, it is important to note that while there are several reasons
posited for schooling-related productivity of persons, it is difficult to
pinpoint the combination that is most relevant for explaining increases
n productivity in specific instances. Attempts that have been made to
specify the exact skills required for particular job functions have met
with little success bocause such requirements are probably very
diverse, multidimensional, not eusily subject to measurement, and
not always obvious to the researcher.? In addition, the productivity
of the organization may be related to schooling produced attributes
that are not reflected in individual skill and productivity measures.
Thus, our concoptual knowledgo linking productivity and schooling
is not easily verified quantitatively and studies that have attempted
to explore the link have been anecdotal or fraginentary at best.!

ILC—CavrcuraTing REetasive DiFrERENCES IN INCOME BY
LeveL or Evucarion

The U.S. Census reports income by educational attainment, age,
sex, race, ragion, and other characteristics, Since we can calculate
income by level of education, it would appear to be a simple task to
relate additional years of schooling to additional national income.
Accordingly, we could obtain estimates of the national income sacri-
ﬁcued by not investing in a minimum of high school completion for all
citizens,

Yet, there are certain questions raised by such a naive approach.
First, how do we know that the present relative differonces in earnings
by level of education are appropriate for caleulating income foregone
under a policy of high school completion for everyone? Second, what
adjustments should be made fo- the possibility that present financial
returns to high school graduates and college attendees may reflect not
only schooling differences but also “ability" differences as compared
with the returns to high school dropouts? And, third, how should we
treat racial differences in income?

INCOME AND EARNINGS

. Before proceeding, it is important to emphasize that earnings and
income are not synonymous, While income reflects the economic
returns to both phy<ical capital inputs (land, buildings, equipment)
and human capital ones (labor), eamings include only the latter
component. In gencral we expect additional schooling” to have its
greatest impact on the returns to labor and thus earnings. It is likely
though, that the effect of more educsiion on the individual’s ability
to access and process information may enable him to make more
productive investments in physical capital which augment the non-
eamings components of his income as well. The available census data
refer specifically to income rather than to the earnings subcategory,
but it does not appear that the use of income data will impart a serious
bias to our calculations.!
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STABILITY OF INCOME DIFFERENCE

Although the census reports tlie incomne level associnted with each
level of schooling, how do we know that these relative incomne dif-
ferennces are stable over time? More specifically, let us consider the
income differentials between persons who have attained various
levels of schooling below high school completion and those with
high school diploimnas. Can we use these differentials to assess the
national income foregone as a result of not investing in a minimum of
high school completion? Economic theory would suggest that as we
increase the supply of high school graduates vis @ vis ones with less
than high school, the relative incomes of the former will decline. If
this is true, then by applying the present observed differences in
incomes between the two levels of schooling we would be overstating
the returns to the higher level.

In this cuse, however, the evidence suggests exactly the opposite
trend. That is, us the supply of high scliool graduates has increased,
the incomes of high school graduates relative to clementary graduates
or hiigh school dropouts has also increased.” Welch has suggested three
possible reasons for this paradox: ®

1. Tt is possible that the most rapidly expanding industries
tend to be those which utilize higher skill levels thns incrensing
the demand for persons with more education at a faster rate than
that for persons with more modest schooling;

2. Technological progress may improve the productivity of the
more e(llucnted worker at a higher rate than the less educated
one; and,

3. The quality of schooling itself mnay be improving over time.

The point is that concomitant with the increused supply of high
school graduates and persons with college training is an increase in
quality or such a large increase in the demand for more highly educated
persons that their incomes have risen relative to persons with less
schooling. In 1949 male high school graduates wore receiving about
134 percent of the income of wnale elementary school graduates. By
1966 the differential had risen to 156 percent despite massive increases
in numbers of persons with high school diplomas.'

This evidence suggests that it is unlikely over the long run that the
present relative income differences between high. school graduates
and those with less than high school will decline as the number of
such graduates rises. Accordingly, the use of the present differentials
appears to be justified and may even tend to understate the value of
higher educational attainments.

“ABILITY” ADJUSTMENTS

It is reasonable to believe that a portion of the difference between
incomes of persons with varying amounts of schiooling is attributable
to factors other than schooling per se. In particular, individuals
with higher educational attainments may possess greater intellectual
skills, motivation, and other attributes thai snable them to go farther
in school and that also increase their productivity in the marketpince.'
Unless we adjust the income diffcrentials associated with more school-
ing for such “ability” factors, we will tend to overstate the sucrifice




21

in national income reflected in the failure to bring significant portions
of the population up to high school completion or beyond.

While several studies attempt to pursue the ability-education-
income relationship, their findings are far from uniform. Indeed,
some studies find no effect of ability on income while others find
that the effect of ability on income is enough to reduce the apparent
relation between schoo and income by one-third.** Actually, the
differences in findings are not surprising ilven the large variations
in sample populations and measures of ability. Some studies have
carried out these analyses on low achievers alone, those who failed
the Armed Forces Qualification Test,”” while other studies have used
more representative samples of army veterans or general populations.!®
Ability measures in these studics have varied from the use of test
scores alone to composites of social class, race, age, marital stutus
and other nonschooling influences on income.

Based upon these studies, it is not possible to know the exact pro-
lmrtion of income differences among persons at the various education
evels that is attributable to differences in ability. Yet it is possible to
make a reasonable assessment of the “ability” effect. In this study we
will deflate income differences associated with schooling by 25 percent
in order to account for the higher abilities of persons who have attained
more schooling. That is, we will presume that three-fourths of income
differences between persons who have comgleted different levels of
schooling is directly related to education and one-fourth is related to
the higher “abilities” of persons who have completed more schooling.

It appears that this adjustment will tend to yield relatively con-
servative estimates of schooling effects on income for two reasons.
First, & 25 percent correction for ability is within the proper mnﬁf of
ability effects implied by studies that have examined the abilit
education-income nexus; and second, ability seems to be a more
l)ronunent factor in explaining income differences at relatively high
evels of educational attainment than at lower ones (e.g. college
level)." In this respect our estimates of foregone national income due
to undereducation of a particular segment of the population are
derived primarily from comparing income differences for persons at the
lower end of the educational spectrum where “ability effects” are
likely to be less prominent.

‘Y

RACIAL DIFFERENCES IN INCOME

The recent census data that are available on lifetime income b
educational attainment are reported for males without regard to their
racial backgrounds.® Yet, nonwhites show much lower incomes at each
level of education than do whites. Table 7 shows the median income
for Negro and white men 25-54 years old in 1969 by highest grade
completed. At each educational level the income level of 0 males
is onlyf about two-thirds to three-quarters the income of white males.
To a large extent these differences appear to be attributable to dis-
crimination practices in 1abor markets that prevent Negroes and other
nonwhites from obtaining more productive employment positions
within industries and firms.?
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TasLE 7.—Median income for Negro and white men 25 to 54 years old
in 1969 by highest grade completed

Medlan incomo Negro income
as percent
Years of school completed Negro White  of white
Elementary:
Less than 8 years oo ceccccoccccee- $3, 922 $5, 509 71
8 YeArS. _ccccoccmmmmmcccccsccecme—eae 4,472 7,018 64
High school:
1103 yeArs oo comcvaccccmeccenae 5,327 7, 812 68
4 YOArS e cecocmmmmmmaccccccecm e 6, 192 8, 829 70
College:
1803 years oo ceocomcmcmcmcccccccmeene 7,427 9, 831 76
4 years Of MOT@.acaocccoceommmammanaon 8, 669 12, 354 70

Source: U.S. Department of Commerce, Bureau of the Census. “The Soclal and Economic Status of
Negroes in the United Statcs, 1970,” Specfal Studies, Current Population Reports, series P-23, No. 38, p. 34

If nonwhites represented the same proportion of the population at
each educational level, the lack of separate lifetime income estimates
by race would not represent a severe problem. Yet, nonwhites appear
to account for 18.3 percent of males 25-34 years of age who failed to
graduate from high school; 10.6 percent of high school graduates in
this age bracket; and 7 percent or less of those who have attended 1

-ear of college or more. This pattern suggests that .a portion of the

ixigher incomes for males in the general population that is associated
with additional schooling is certainly attributable to the fact that
there are smaller concentrations of nonwhites—who are discriminated
against—at the higher educational levels. Yet, as we raise the educa-
tional attainments of nonwhites it is reasonable to believe that dis-
crimination at the higher level will continue.

Accordingly, educational gains for nonwhites should be weighted by
associated income gains for nonwhites; and educational advances for
whites in the sample should be adjusted for associated income in-
creases for whites. This is the procedure that we have used to calculate
estimates of national income lost by not investing in a minimum of
hizh school completion. Such an approach assumes that the present
relative discrimination against nonwhites will continue over the life-
time of the present group of young males. This assumption may be
unduly pessimistic given the recent modest gains toward racial equal-
ity.2 Yet such an assumption will tend to lead to an understatement
in our estimate of income lost because of inadequate education rather
thnr}dto overstate it; and it is the overstatement that we wish to
avoid.

II.D—EvaruatiNe Furure INcoMES

A final issue that must be resolved before calculating what it costs
the society for inadequate education of this group of males is that
gertaining to the relative values of future versus present income.

rdinarily the investment decision is based upon devaluing income
obtained in the future in comparison with that obtained in the present.
The underlying assumption is that a given amount of income received
today yield};1 more satisfaction to society than the same amount de-
ferred until the future. The usual way of handling this phenomenon is
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to discount future income streams by some interest rate to reflect
that income received in the future has less value than the same amount
of income when it is derived in the present. This adjustment enables us
to compare the income benefits of this possible investment with others
that may show different time patterns over which the benefits are
received. That is, investments with vastly different time horizons
can be standardized to their “present values”.

The particular rate of discount selected for assessing future benefits
depends upon the nature of the investment as well as a complex set
of other rather subjective factors; and the selection of criteria for
choosing the “optimal” rate is fraught with controversy.? There are
two aspects of government investment in high school completion which
should be considered in choosing a discount rate: The specific implica-
tions of improving educational attainment among those with the
greatest educational handicaps and the fact that our lifetine income
estimates are based upou present income levels that are unadjusted
for future increases in productivity.

An investment in raising the educational proficiencies of the most
educationally neglected segment of the population is not only one
which increases national mcome; it also reduces the disparity in
educational attainment and opportunity within the society thus
giving those who would otherwise have insufficient education a fairer
chance. Moreover, this improvement in opportunity is also trans-
mitted to future offspring thus obviating much of the need for similar
types of investments in subsequent generations since the most im-
portant single determinant of a child’s educational attainment appears
to be the schooling of his parent.? Since this type of investment pro-
duces a better distribution of opportunity in the future as well as
increases in national income it seems reasonable to minimize the
penalty attached to future income benefits particularly if no short-run
alternative to improving opportunity exists. That is, the nature of
this investment suggests a relatively low discount rate.?

Second, the estimates of lifetime income by level of educational
attainment that we will use for this study are based upon present
incomes that do not account for future Increases in productivity.
Based upon the experience of the 1960s, a 3-percent increase in labor-
productivity can be expected over the long run. The lack of accounting
for such a factor in our lifetime estimates means that our data ave
already discounted or penalized to this extent. That is, by not adjusting
future income upward for increases in labor productivity, we have
tacitly assumed a discount rate of about 3 percent.

Accordingly, we will not apply an explicit discount rate to adjusting
future income streams, since such an adjustment is implied Ly our
lack of correction for productivity increascs. The outcome 1is an
implicit discount rate \vlgich is also relatively low, satisfying the first
criterion for an investment which affects both income and the dis-
tribution of opportunity.

ILE—ESTIMATES oF INcoME FOREGONE

In summary we will usc_the following fproceduresr. to calculate the

income that the Nation haslost by having failed to provide a minimum
of high school completion for all men in the 25-34-year-old group.
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First, we will present census data on lifetime incomes by educational
level for both white and nonwhite males. Second, we will apply these
to the additional educational attainments of the 25—34—fyear-ol¥1 male
%(‘mp had all of these men completed a minimum of high school.
These income figures will be adjusted for the racial composition of the
men whose educational qualifications would have been upgraded. In
this manner we will obtain a gross estimate of the income foregone
by having failed to provide an adequate level of education for all
members of the group under scrutiny. Finally we will deflate this
gross figure by 25 percent in order to account for nonschooling
differences or “ability” factors reflected in the existing income-
education relationship in order to obtain a net estimate of income
lost by the Nation over the lifetimes of this cohort of young men.

TapLE 8.—Estimated lifetime incomes from age 18 for males by race and
educational attarnment

Lifetime income

Level of schooling completed All males * White Nonwhite
Elementary:

Less than 8 years.eoeee---- $206, 000 $219, 500 $155, 900

8 YeArS o ceeunnaccccennn 263, 000 276, 100 176, 700
High school:

1t03 years eeecmaccacan 282, 000 300, 400 204, 200

4 YeBrS o ceenmmcccaaaaonn 336, 000 347, 000 242, 900
College:

1t03years . ceuwamcecacn- 378, 000 384, 600 292, 300

4 YeArS.coevmceccmaceocca- 489, 000 497, 500 348, 200

54 YeBrS ccocmemammeeeeen 544, 000 554, 000 387, 800

Source: See appendix B, p. 59
¢ Rounded to nearest thousand.

LIFETIME INCOMES FOR MEN

Table 8 reflects the estimated lifetime incomes for men by leyel of
schooling completed, based upon 1969 data.?® In order to estimate
income gains separately for whites and nonwhites according to educa-
tion level, we have weighted the aggregate figures provided by the
census according to the relative income weights reflected in Table 7.
Thus, the lifetime incomes of nonwhite males are assessed at about 70

ercent of those of their white counterparts. According to the estimates
in Table 8, the difference in expected lifetime incomes between men
with 8 years of schooling and those with high school completion is
about $73,000 for the overall population; and differences in lifetime
income between h%h school dropouts and graduates are in the $40,000-
$50,000 range. Differentials at the college evel are substantially larger
with college graduates expected to receive about $150,000 more than
high school graduates.
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TaBLE 9.—Estimates of number of males 25 to 3} years of age who
would have increased their educational altainments under a national
policy providing a minimum of high school completion

{In thousands]

L]
Number of additional persons completing level

White Nonwhite Total

From—
Less than 8 years 5 145 682
: 85 646
1 to 3 years high schoo!l 353 1, 852
To high school completion.
'Il':rom high school completion:
0—

1 to 3 years college 94 512
4 years college. ... : 50 273
5 or more years college 44 239

INCREASED EDUCATIONAL ATTAINMENTS UNDER POLICY OF HIGH
SCHOOL COMPLETION

Table 9 shows the estimated additional educational attainments
for men 25-34 years of age that might have been derived under a
national policy providing a minimum of high school completion. This
table was compiled by comparing the actual educational distribution
for these men in Table 4 with the hypothetical one reflected by the
social investment policy that would provide a high school diploma in
Table 5. It will be recalled Table 5 was constructed on the assumption
that a portion of the additional men who would have completed high
school under such a policy would have been expected to have obtained
at least some college training.”” Since Table 8 reflects the additional
lifetime income generated by greater schooling attainments and Table
9 represents the additional educational attainments, it is a relatively
easy task to estimate the total income lost by not having invested in a
minimum of high school completion for this group of men.

TasLr 10.—Estimate of incomes forgome by failure to invest in a
mummum of high school completion for all males 25 to 34 years old *

Gross income After 25 percent
forgone (billions)  ability adjugtement

Wh

ite:
High school completion $lg(8) $133. 5

College 67. 5

201. 0

Nonwhite
High school completion 24.0
College 12. 0
36.0

237. 0

Details for computations are in appendix B, p. 59;

etk ot Al b @ s

A R A P




i

et g e SRS A iR i At BN

26

NATIONAL INCOME SACRIFICE

Table 10 presents the estimates of income foregone by our society
because of its failure to invest in & minimmn of high school completion
for all nales 25-34 years of age. The gross income loss calculated in
this table is about $316 billion over tk. . lifetime of this group of men,
but this amount is unadjusted for “ability’” factors. After redncing
this anount by 25 percent to account for the lower “abilities” of
persons who have not completed a minimum of 4 years of high school,
the net amount of nntionaFincome lost is estimated to be a very size-
able $237 billion over the lifetime of this group. This amount is com-
posed of about $157.5 billion that emanates directly from the addi-
tional hi%h school completicns and another $79.5 billion for the men
who would have continued their education beyond this level had they
received high school diplomas. That is, the failure to have invested in
adequate education among men 25-34 years is likely to cost society
about $237 billion in lost income over the lifetime of these men.

II.LF—Loss 1n Tax REVENUES

Any substantial loss of national incomne is also ‘antamount to a large
loss of tax revenues at all levels of government. In 1969 government
tax receipts represented about 31 percent of personal income, rising
from 23.5 percent in 1949. About two-thirds of these public revenues
went to the Federal Government and about one-third was collected by
State and local governments. (See Appendix C* for details.) Thus,
almost a third of the reduction in national income will represent a

. dimunition in revenues for the support of public goods and services.

On the basis that about 30 pereent of the national income lost by not
investing in adequate education will represent a reductio in tax
collections, the sacrifice for the public sector from having failed to
make this investment for the 25-34 year old group of males is about
$7; billion. That is, approximately $71 billion in additional tax
revenues might have been realized over the lifetime of the group of
men surveyed in this analysis had & minimun educational attainment
of high school completion been provided. Of that amount, about $24
billion would have represented the additional contribution to State
and local governments, and about $47 billion would have been added
to the Federal Treasury. Given the fact that an increasing proportion
of national income is being channeled to the government sector over
time, the $71 billion estimate is likely to be a conservative one.

*¥See . 60.

-
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II.G—TaE Cost oF PRoVIDING ADEQUATE EDUCATION

We have estimated two types of social costs of failing to provide
adequate education for a large group of young males:

1. Foregone national income; and,
2. Lost government revenues.

It is useful to compare these costs with the cost of providing
adequate education for this cohort. That is, what would it have cost
society to have provided a minimum of high school completion for
all of these citizens as well as the additional education that would
have been undertaken beyond high school by the additional high school
graduates? More specifically, what would have been the additional
investment required to provide these increased educational attain-
ments reﬁccte3 in Table 9? Given this information it is possible to
ascertain whether the costs to the Nation of inadequate education
are likely to exceed the investment required to have remedied the
situation.

There are two basic methods for assessing the investment costs of
raising e: 'ucational attainments and each has different implications for
estimating the magnitude of such costs. The first approach is to assume
that additional costs for alleviating ur.dereducation can be ascertained
by computing the prevailing level of expenditure for each year of
schooling and mult(iiplying it by the additional years of schooling that
would be generated. That is, if educational policy provided that a
man would complete 3 more years of schooling at a cost of $1,000 per
vear, this method would calculate the total cost of additional education
at only $3,000 for that man. Such a technique assumes that by chang-
ing their focus, schools can upgrade the amount of edusation that
students will obtaln while spending at the existing rate for each
additional student year and it probably represents a lower limit for
estimmating the cost of providing higher educational attainments for
the educationally handicapped.

The alternative method of estimating investment costs is to assume
that massive increases in expenditures on potential dropeuts wouid be
required in order to fulfili the minimum goal of high school comple-
tion. This approach would necessitate the determination of higher
expenditure levels and applying them to the schooling of students who
would otherwise end up with insufficient education. By making a
generous estimate of such remedial or compensatory expenditures it
1s possible to derive an upper limit for the public investment required
to provide an adequate education for all citizens. We will use both
methods in order to calculate both the low and high values for such
investment costs, and we will select the midpoint of the range as
representing the most reasonable figure,

D s A b e, 12w e - a
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TaBLE 11.—Fstimates of investment costs for providing a minimum_o){
Mih school completion and nonwhite continuation rates beyond hig
sc m&a

ool for all in 95 to 34 year age group
Nepss
ditiona)* %I'um‘gg
complet. lddh?l,oud Tots
Eitons MO0E  Comper  lovelin
sands) person yesr  billlons)
From clementary to high school completion:
Jess than 8 years . cccerccunn-- 682 7 $1,214 85 706
S YeAIS. i ccecnconan—a- 046 4 1,214 3. 137
1 to 3 years high school. . .. _._..__. 1, 852 2 1,214 4, 497
Total. o oo e cccmecccmsccoocemcmccmseccmnamececemesmsen- 13. 430
From high school completion to—
1to 3 years college. - - oo oiocnnnnn 512 2 2,545 2. 606
4yearscollege. oo nnnenonneaaaaas 273 4 2,545 2.779
5 or more years college_ .. ___.___ 239 6 2,545 3. 650
Total costs, college. - . - - oo eecimccccemaccccmmceernee 9. 035
Total investment costs for high
school completion and college
AttENAANCE. e ceeecmccececccsnccrcenecescamamceannamaos 22. 475

LOWER LIMIT OF INVESTMENT COSTS

Table 11 estimates the lower limit on investment for obtaining a
minimum of high school completion for all males in the 25-34-year-old
age group as well as college participation for some of the additional high
school graduates based upon the nonwhite continuatiop rates. (See
Appendix D* for details.) It was estimated that $1,214 per year repre-
sented the additional cost for the secondary grades and $2,545 was the
additional annual cost for each year of college attendance. These
ﬁiures will tend to overstate existing costs for reasons noted else-
where.? Assuming that all of these added expenses are borne by gov-
ernment, but that they apply only to the additional years completed,
the cost of providing & minimum of high school completion for all
males who would otherwise not graduate is estimated at about $13.4
billion ; and the cost of providing additional education to those persons
among this group who would continue their education beyond high
school is about $9 billion. Thus, the lower limit on public investment
for eliminating inadequate education among this group of males is
estimated to be about $22.5 billion.

UPPER LIMIT OF INVESTMENT COSTS

In order to calculate an upper limit to the costs of providing ade-
quate education for the group of men in our analysis, we assume that
massive increases in spending on potential droPouts must take place
in both the elementary and secondary grades.”® That is, in part the
incidence of undereducation is attributable to inadm}uate spending
during the period that youngsters are enrolled in school. Indeed, most

%See p. 60.
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Yyoungsters who do not complete high school are found among the
poorer States and poorer school districts of the Nation, and much less
1s ;I)resently spent on their education than on that of other children.3®

n order to derive an upper limit to investment costs, we will
assume that we will have to provide additional ezpenditures for each
potential dropout over his entire elementary and secondary career that
would equal the average of what is already being spent. According to
our estimates of per pupil costs this policy would o,(ll)mﬁde increased
expenditures of $728 for each of the e ementary grades and $1,214 for
each of the secondm;ir grades for each of the men in the 25-34-year-old
age bracket who did not coms)lete high school. Surnmed over the ele-
mentary and secondary schooling period we would add about $10,700
to what was presently being spent for each of the almost 3. million
men who would otherwise have failed to complete high school as
reflected in the data for the 25-34-year-old oup. Assuming that
these men had already been receiving expenditures at the national
average, the additional investment would raise spending to about
$1,450 a g;ar for each ecligible person at the elementary grades and
over $2,400 a year at the secondary level. This amount would surpass
by several factors the present efforts at providing compensetory
exg:nditurw for children from disadvantaged backgrounds.?* Such a
substantial infusion would represent an investment cost of about $34
billion more than the lower limit of $23 billion. Thus, we can view a
figure of 857 billion as the approximate upper limit on spending re-
qui{ed to alleviate undereducation among t‘;e 25-34-year-old group of
males.

SUMMARY OF INVESTMENT C0STS

In summary, the lower limit on investment required to remedy
inadequate education among the 25-34-year-old male group is esti-
mated to be about $23 billion, and the upper limit is assessed at about
$57 billion. Selectinﬁ the midpoint of this range as the most reasonable
estimate of costs, the investment figure required to alleviate the social
costs of poor education among this group of men is approximately $40
billion. Clearly, the more effectively that the Nation can focus its
schools on the needs of potential dropouts (within their existing re-
sources), the lower the additional investment required to attain a
minimum of high school completion. In this respect it seems that
schools have not yet made the serious efforts that are necessary to
construct programs and utilize resources that build upon the umque
equrielslzcw of minority youngsters and those drawn from lower-income
origins.

II.H—Hi16H ScHooL CoMPLETION A8 A4 NATIONAL INVESTMENT

According to our estimates it is clear that a national investment in
high school completion has a large payoff to society. Put in another
way the costs of educational neglect would far exceed the social
investment required to alleviate this problem. Among 25-34-year-old
males alone it appears that the expected increase in lifetime income
would have been about $237 billion had all members of the group
completed & minimum of high school. In contrast, the national invest.
ment required to fulfill such an objective would appear to have cost
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only about $40 billion. Thus the social costs of inadequate education
seemn to be some $200 billion in excess of the socinl costs of poii;jy of
high school completion for the group of men under scrutiny. ach
d(ﬁlar of social investment in this direction would Eenerate an addi-
tional $6 of national income over the lifetime of the 25-34-year-old
men.

Not only does such a policy imply no additional tax burdens for the
Nation; to the contrary it appears that the provision of a minimum ot
high school completion wou ﬁenemtc a surplus of government reve-
nues over costs. The additional $237 billion 1n lifetime income that is
presently foregone by insufficient education would have provided
about $71 billion in additional revenues to Federal, State, and local
governments, Government treasuries would have received an excess
of more than $30 billion over the costs of the program.

Because of lower labor force partic:pation rates for women as well as
discrimination against them in the job market, it is clear that a program
that would provide a minimum of high school completion for all citi-
zens would show somewhat lower relative payeffs than for men alone.
Yet, even if the foregone inccine for women were only about a third of
their male counterparts for the same relative investment cost, the
total program would still show a large surplus of lifetime income over
expenditures and the government revenues would still appear to exceed
the government costs. Moreover, the fact that an educational policy
providing & minimum of high school completion would also be likely
to reduce the costs of welfare and crime while increasing political
Participation, intergenerational mobility, and health benefits rein-

orces strongly the high payoff reflected in increascd income and
government revenues.




Chapter III

INADEQUATE EDUCATION AND WELFARE
EXPENDITURES

In the 1970 fiscal year so-called welfare programs cost the Nation
about $12.8 billion, and unemployment compensation added another
$4.3 billion. This cimptcr attempts to cstimate the amount of welfare
expenditures that is attributable to the provision of inadequate educa-
tion. Families and individuals whose imcomes fall below a njnimal
level or who fall into other specified categories of need are eligible for
financial support payments from the government. While the set of
programs providing such payments is referred to as public assistance,
general assistance, unem jloyment coinpensation, or by the name of
the specific category of eligibility, it is common to speak of these as
welfare expenditures.

II1.A—Punric AssiSTANCE ANp GENERAL ASSISTANCE

Table 12 shows the specific types of public assistance anc general
assistance programs for fiscal year, 1970. While the specific types of
public assistance are jointly ‘funded by Federal, State, and local
governments, the i;cncral assistunce payments are supported ouly by
the latter two levels for purposes of aiding persons who do not qualify
otherwise under the federally funded categories. General assistance
payments accounted for only about $640 million or about 5 '5)ercent of
the total. In contrast, Aid to Families with Dependent Children and
Medical Assistance Isayments represented about two-thirds of the
total, and almost 90 percent was accounted for by these two categories
and Old Age Assistance. With regard to the sources of s:l;!)port, the
Federal Government was responsible for slightly over half of these
welfare costs, the States for about 38 percent and the local govern-
ments for just under 11 percent.

Footnotes for Chapter III on p. 50.
(31)
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TasLE 12.—Special types of public assistance and general assistance
Jor j&cal year 1970

{Dollars in thousands)

Fotal Source of expenditure
Program expenditures Federal State Local
Old age assistance....... §1, 873,505 81,211,302 $377, 826 §$84,378
Ald to the blind......... 06, 460 55, 447 y 6, 632
Aid to the anently
and to l{ disabled. ... 903, 398 495, 699 336, 904 70, 795
Aid to families with de- .
pendent children. .. ... 4,081,850 2,187,002 1,442, 4584 452, 365
Mecdical assistance...._... 4,794,473 2,440,204 1,865, 545 489, 722
Other special programs... 363, 180 210, 686 139, 96¢ 12, 531
General assistance....... 639,015 .cccveun-e- 394, 266 245, 349
Total. cceececnee- 12,752,482 6,600, 341 4,790, 360 1,361,771
Percen distribution
of tota)ecececccccccaan 100.9 51.8 37.6 10.7

Soutce: U.8. Department of Hoealth, Education, and Wellars; Saclal and Rehadilitation Service, sonueu
of Punds Expended for Public Assistance Payments, fiscal year 1970 (Wushington, D.C.: 1971), table 1.

In addition to the public and general assistance ;‘,‘rograms the costs
of wolfore broadly construed should encompass the unemployment
insuranco system. The major burden of this program is financed by a
tax on emplo yors of 3.2 percent on the first $4,200 of wages for each
employee.! o the 3.2-percent tax is a Fedoral one, it can be offsct
by a tax of up to 2.7 percent for States that are willing to undertake
the unemployment burden. The remainder of the tax is transferred to
the Federai Government for administrative expenses. In 1970 over $4
billion in benefits were paid under the various plans.

111 B—EpucatioN-RELATED WELFARE CosTs

Not all welfare costs are education-related, and those categories
that are linked to education are not likely to show the same relation-
shigeamong categories. Particular expenditure components that seem
to be unrelated to educational attainments are the programs for assist-
:ull{ the aged, the blind, and the permanently and totally disabled.
ough it is true that benefits to the aged are partiall related to
income levels during the work life of the recipient, any effect of edu-
ct:tlon on the ability to save income over the work career 18 difficult
assess.

In contrast, there are several categories that scem to bear a direct
relationship to inadequate education. These include Aid for Depend-
ent Children (AFDC), Medical Assistance Payments related to AFDC,
and Unemployment éompensation. Each of these is directly related
to educational attainment because eligibility for them is contingent
on income or emplO{ment which are in turn a partial function of
education. It is useful to review more specifically the effects of insuf-
ficient education on eligibility for benefits under each of these

programs.
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AID FOR DEPENDENT CHILDREN (AFDC)

In order to reccive aid for dependent children, a family must have
a dependent child under the age of 18. “Dependency” is described
by the death, incupacity or continued absence of at least onc parent.
States may elect to define a child as “dependent’’—i.o. deprived of
the care and support of at lenst one parent—if the parents are unem-
ployed and unable to provide support.? By far the most prevalent
case is that in which the mother is the only parent present. In 1967
out of almost 1.3 million familics raceiving nid, a father was present
among only 17 percent of families? )

In order to ascertain the role that inadequate education plays in
affecting costs of AFDC, it is useful to analyze scparately the situations
where women are heads of households. It appears that AFDC wonien
have substantially less education than other females who head families
or than the gencral female population.' A study carried out in 1967
found that among all women about 55 percent had completed & mini-
mum of high school; among female heads of familics the figure was
42 percent; but among AFDC mothers only 20 percent had reached
this level of attainment.® Morcover, the AFDC mothers were relatively
young. While 83 percent of the AFDC recipients were less than 45
years of age, only 19 percent of female heads of houschold in the
general popuiution were less than 45.

Among AFDC mothers it is clear that Jow educational aitainment
is not the only obstacle to employment and earnings. Such women
tend to have more children than other women which ia itself reduces
the probability of labor force participation.® A recent survey found
that the greatest hindrance to emplo ent was child care, while
insufficient education ranked fifth.” Yet among women who were
considered to be ‘‘unemployable” insufficient education was ranked
third in importance.’

Tanre 13.—Number of months of employment during 87-month period
prior to receipl of C payments, 1967

Number of months employment
U -

Education level ployed Uptols Upto2t Uptos ]
Nome. . e e ccoaaen 73. 4 10. 1 50 29 7.9
. SRR 48 7 20.6 1.7 88 88
11709 § N 3.5 25.0 15. 2 121 87
| ¥ SRR 285 24.9 20. 4 14.6 98

Source: U.8. Departmant of Health, Education, and Walfare, Socla! and Rehabllitatlon Seevics, “Wel-
fare P%t;ld&%mum for the Recipleat Populstion: A Study of the APDC rm""‘m..'...

The increased employability of AFDC recipients when they have
higher educational sttainment is reflected in Table 13 which shows
the number of months of employment in the 37 months prior to receipt
of AFDC payments in 1967. The probability and duration of employ-
ment was a direct function of the education Jevel. Moreover, even
when women with low educational attainment were empl?'aole, the
earnings were frequently too low to make themn financially independent.
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A New York City study found that although 83 percent of the welfure
recipients had some work experience (78 percent with more than 3
vears and 28 percent with more than 10 years), work was not enough
to keep them off the welfare rolls.®

TapLE 14.—Educational attainment for males, March 1967

{in percent]

AFDC AFDC

Educational attainment Allmales 18 to 64 {ncapacitated unemployed
0tod Years.c.ccccmcmcmcccen-= 3.9 40. 2 16.8
5108 YearS.cocccemcnaacccnn- 18. 8 36. 8 34.4
9toll years oo cceemmmmcaoee 19.0 14.2 32.8
12 YeArSooco-cemmmmommccmmnn- 32.7 6.7 12.8
More than 12 years. oo .cccoaeeo 25.3 2.2 3.2

Source: Forall males, U.S. Department of Comme-ce. Bureauof the Census. Current Population Reports,
secies P-20, No. 164, “Educational Attiinment: March 1957, table 1. For AFDC males. U.S. Department
of Health. Education, and Wellsrs, Social and Rehabititation Service, *Findings of the AFDC Study,
Pt. 1 (Washington, July 1%:0) tables 29 and 33.

In the cases where fathers are present we see a similar pattern of
educational disability as reflected in Table 14. While about 58 percent
of the male adult population in 1967 had completed at least 12 years
of schooling only 9 percent of AFDC incapacitated males and 16

ercent of AFDC unemployed males had attamed this level. While the
incapacitated fathers had phlysicnl and mental disabilities which kept
them from competing in the labor market, an analyst who has studied
this population of men believes that their poor education is relevant
to their status as welfare recipients.}® Though only about 10 percent of
the men had never been employed, their poorer education often led to
hazardous jobs and greater possibility of coming incapacitated. The
combination of poor job fringe benefits and low income of the poorly
educated creates a situation where it is likely that the breadwinner will
have insufficient insurance to cover a period of incapacitation.

In a survey of unemployed AFDC males, it was found that the
largest obstacle to cm'])loynbility was “limited skills,” a factor which
itself has strong implications for education. Even so, insufficient
education was considered to be the third most serious obstacle."

MEDICAL ASSISTANCE AND GENERAL ASSISTANCE

Medical assistance payments for AFDC recipients is also an educa-
tionally relevant category. Such aid (Medicaid) is designed to provide
medical aid to public assistance recipients. The qunliﬁ’cntions require
that the recipient be medically needy. In some cases, persons not
eligible for aid under the regular four programs will become eligible
for medical assistance because the inclusion of medical needs brings
them into the needy category. Under this contingency there are

robably individuals and families who lack adequate income to pay
or required medical services because of low educational attainment,
just as in the AFDC category.

General Assistance is the residual program of Public Assistance
and it too appears to be linked with educational factors. The function

.

of general assistance aid is to help the poor who are ineligible for
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Federal programs: single persons; childless couples under 65 who are
not disabled or blind; Exnuliw with children and employed male heads;
unemployed male heads in States without AFDC-Unemployed Parent
provisions. Because of the vast differences in practices among States
and even among counties and localities within States, it is not casy
to generalize about the specific provisions of Goneral Assistance pro-
grams. Yet the basic nature of these programs in providing support to
low-income households suggests the same type of ties to insufficient
education that are evident for the AFDC programs.

UNEMPLOYMENT INSURANCE

In addition to the AFDC, Medical Assistance, and General Assist-
ance K;ogmms, the objective of unemployment insurance is to provide
cash benefits to regularly employed workers during limited periods of
involuntary unemployment. Accordingly, a jobless worker who meets
the eligibility criteria of the State unemployment insurance laws is
paid a weekly benefit based upon his earnings experience. The program
15 designed to cover nondeferrable expenses without reducing the 1n-
centive to work.”? Unemployment compensation also appears to be
connected with the educational attainments of benefits recipients.
After the amendments to the Employment Security Act were passed
in 1970, 65 million out of a total of 77 million workers were covered by
the unemployment insurance system.

Since persons who have never held jobs or have worked only for
short intervals are not eligible for benefits, many persons who are educa-
tionally disadvantaged are not covered by t{e program. Moreover,
the fact that benefits are related to previous earnings means that

ersons with lower educational attainment and earnings will receive
ower benefits. Thus, the effect of inadequate education on unemploy-
ment insurance Sgyenditurm is lower than it might be if all unemploy-
ment were covered under a uniform set of benefits.

Obviously, economic conditions affect the number of people receiving
unem{)loyment benefits; and not all those on unemployment are educa-
tionally disadvantaged in a conventional sense (witness the current
glethora of unemployed engibeers). Yet even during periods of very

igh employment there are substantial numbers of unemployment
benefit recipients. D-iring 1967, a year defined as one of “full employ-
ment,” there were 4.6 million workers who received benefits totaling
$2.1 billion. But it is the so-called marginal worker who is most
susceptible to unemployment created by downturns in economic
activity. He is the last to be hired and the first to be fired. Moreover,
it is the worker who is least able to adapt to new technology because
of his limited skills who is most susceptible to unemployment in
industries characterized by technological change.’® Accordingly, there
are a number of reasons for concluding that inadequate education is a
partial cause of unemployment insurance expenditures.

INCOME MAINTENANCE PROGRAMS

Before estimating the public expenditures on welfare that are
attributable to insufficient education, it is important to note that our
assessment will be based only on existing benefit levels and eligibility
requirements. There are a large number of proposals on the horizon
for altering substantially the present welfare system. In general théése
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would replace the present system of categorical aid with one that would
arantee the maintenance of a given income level for all families or
individuals.® Under the present system there are a large number of
families with very low income who receive no assistance because the
head of household is employed and there are no dependent children.
In such cases & shift to an income maintenance approach from the
present categorical approach would increase the amount of benefits.
Because of the rise in benefits that would probably be associated
with an income maintenance plan and because such a plan would
tend to make benefits more closely related to education, it is likely
that our present calculations will understate the importance of in-
adequate education in affecting the level of expenditures for possible
income maintenance programs. This probability is heavily under-
scored by a study which attempted to examine the determinants of
avoiding or escaping from poverty income levels.”* Families headed by
persons who had attained a minimum of high school completion
escaped from poverty levels at a rate from 1.5 to 2 times greater than
those headed by a person with less than high school graduation. It
appeared that if 17 percent of those family heads with less than 12
years of school’; + re to achieve high school diplomas, and other
things remainex. constant, the poverty polﬁulation would have declined
by 3 percent between 1965 and 1966 rather than only 1.6 percent.

III.C—CarcuraTiNg THE CosT OF WELFARE ATTRIBUTABLE TO
InapequaTE EpucaTion

The education-related costs of welfare are very difficult to estimate.
For each of the programs that we reviewed it can be shown that the
probability of welfare eligibility and in some cases the levels of benefits
are linked to low educational attainment. For example, a poorly
educated woman is more likely to be the head of a family, and among
family heads is more likely to be receiving benefits under the AFDC
program. Yet the precise nature of these relationships is difficult
to ascertain because the lesser educated woman may differ in other
ways from the more educated orie; and these ‘“hidden” factors that
coincide with education may also be partially responsible for the
higher incidence of welfare expenditures on women with low edu-
cational accomplishments.

Given the relative uncertainty of how much of the welfare burden
should be allocated to inadequate education, it seems reasonable to
estimate such costs on the basis of two presutaptions:

1. Only the education-related categories of welfare should be
considered in the analysis; and,

2. Both an intuitive upper limit on the proportion of these
expenditures attributable to poor education and a lower unit
should be estimated.

It would seem that the midpoint of the range established by these
boundaries would be the best assessment of the welfare costs associated
with undereducation.
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SETTING THE UPPER AND LOWER BOUNDARIES

In estimating costs we will set the upper boundary by assuming
that 50 percent of the costs of AFDC, Medical Assistance payments
for AFDC families, and General Assistance payments are attributable
to educational attainments below high sc{)\ool completion; and 25
percent of unemployment compensation is attributable to this cause.
The lower proportion assigned to unemployment compensation is
based upon the fact that two provisions of this coverage make it less
sensitive to low educational attainment then the other categories:

1. National economic conditions can cause highly educated
people to be unemployed; and, :

2. The minimum term of employment required for compensa-~
tion coverage along with the fact that benefit levels are related to
previous earnings act to diminish the role of insufficient education.

The lower boundaries on costs assignable to inadequate education
are set at 25 percent of the public assistance programs, and 15 percent
of the unemployment compensation. ’

TaBLE 15.—Estimated cost of welfare expenditures from inadegqualte
education in 1970 .
ons

Aid to families with dependent children $4, 082
Medical assistance
General assistance

Unemployment compensation

Upper estimate:
Public assistance total X 50 percent
Unemployment compensation X25 percent

Upper estimate total

Lower estimate:
Public assistance total X 25 percent
Unemployment compensation X15 percent

Lower estimate total 2,128

-2
Source: AFDC, General Assistance and Medical Assistance Expenditures—Sources of Funds Expended
for Public Assistance Payments. table 1. 25 percent of medical-assistance ﬁayments were approximated as
AFDC share. The 1968 share was 27.9 t. See U.8. Dopartment of Health, Education, and Welfare,
Social and Rehabilitation Service, Medicald, Selected Statistics 1951-60. Unem, loyment compensation
?Xynr{fxll;‘sn 3reutg}rern\a {rom U.8. Depariment of Health, Education, and Welfare, Soclal Security Bulletin
p , table M1.

ESTIMATED EDUCATION-LELATED COSTS

Table 15 shows the estimated costs of weliaro expenditures attribut-
able to not providing a minimum of high school competition for all
citizens. The upper limit of such costs is estimated to be about $4
billion a year and the lower limit is set at about $2.1 billion a year.
The midpoint of this range is about $3 billion a year, a figure which
we will consider as being the most reasonable overnll estimate of
costs of welfare incurred because of insufficient education.

According to our estimates the alleviation of inadequate education
would reduce the Nation’s welfare bill by about $3 billion a year.
This would represent a reduction of about 15-20 percent of the
present welfare burden carried by the taxpayer. To the degree that
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the Nation shifts to an income maintenance 1program it is likely that
the impact of inadequate education on welfare costs will be even
greater.
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Chapter IV

INADEQUATE EDUCATION AND THE
COSTS OF CRIME

For the year 1965, the President’s Commission on Law Enforcement
and Administration estimated that the economic impact of crime and
related expenditures was about $21 billion.! A large volume of research
literature on the determinants of juvenile de inquency and adult
crime concludes that low educational attainment and poor schooling
are important contributors to crime. The purpose of this chapter is to

estimate the role that insufficient education plays in burdening the
Nation with crime and its extensive system of y'revention. An attempt
will be made to assess the costs to the Nation imposed by crime and
the massive resources devoted to deterring it, with a specific focus on
that part of costs which appears to be attributable to inadequate
education of the population.

IV.A—CriME AND Low EpucATIONAL ATTAINMENT

There is a substantial body of statistical evidence linking low
educational attainment to crime. Studies of the populations of cor-
rectional institutions have shown that inmates have completed far
less schooling than the population as a whole, and achievement test
measures of their proficiencies reflect the same picture. For exam le,
when newly received felons in California institutions were teste(F in
1968 it was found that about 56 percent of them scored at eighth
grade or below in standardized achievement, and only about 6 percent
scored at the level of 12th grade or higher.? In comparison, the median
level of attainment for the general adult population in California
was more than 12 years. Further, those new inmates who had been
arrested for homicide or assault had s median score at only the
seventh grade level. Parallel studies for Texas and New Jersey showed
similar educational retardation of inmates.?

EDUCATION AND DELINQUENCY

The tie between education and juvenile delinquency has been
heavily documented. One study among youth in a large city found that
dropping out of school doubled the probability of delinquency.*
Further, the relationship between low educational attainment and
delinquency appears to be an international phenomenon.® An extensive
study of juveniles in Oakland found a high negative correlation be-
tween the amount of schooling and the probability of being arrested
for committing a juvenile crime. Even when other possible explana-

Footnotes for Chapter IV on p. 51.
(39)
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tory factors that coincide with cducation were taken into account
such as race, family size, family income, IQ scores, and presence of
both parents in the home, it was found that high school dropouts were
three to five times more likely than high school graduates to be ar-
rested for committing a juvenile crime.? Similarly, a study of youths in
Texas and Mexico found the expected negative association between
educational attainment and delinquency.® This study concluded that:

.. . While many studies are poorly controlled and the data
are undoubtedly influenced by the fact that the more igno-
rant offenders are more likely to be apprehended, convicted,
and sentenced to prison, there appears to be little doubt that
the educational level of adult amf juvenile offenders is below
average, even for their own ethnic and economic reference

groups.®

IV.B—EXPLANATION OF THE RELATIONsHIP BETWEEN CRIME AND
INsurFICIENT EDUCATION

Though the statistical studies which relate educational attainment
and crime are addressed to both adult crime and juvenile delinquency,
the theories linking education and the effects of school with crime
concentrate on juvenile delinquency. In part this derives from the
fact that a high proportion of delinquents become adult offenders,
so that the schooling effec:s are likely to originate early in the develop-
ment of the individual. in a study of male delinquents in Chicnizo it
was discovered that 60 percent ofy the delinquents arrested were later
arrested as adults.!® In addition, it is somewhat easier to observe the
schooling-crime link among youth than among adults.

Most of the theories posited for the higher delinquency rate of school
dropouts charge that the poor quality of schooling is responsible for
the low educational attainment and the related delinquent behavior.
Yet, several different reasons are given for this assertion. Several
researchers have concluded that the perceived irrelevance of education
for laterlife is the major school-linke(f cause of delinquency." In partic-
ular, those students whom the schools treat in low-status fashion
(e.2., in noncollege preparatory curricula) feel that the school is pre-
paring them for low Jm ing jobs and so they rebel."*

It 1s also suggested that the academically competent are less likely
to be delinquent because they relate well to school norms and the larger
set of social norms.? In contrast, the delinquent is caught up in a casual
chain belgi.nning with his academic difficulties and leading to a dislike
of school, rejection of school authority and finally, delinquency.** The
school is further implicated in this chain by a stu(iy which measured
intellizence test scores of juvenile delinquents.!® It was ascertained
that the delinquents performed in the normal range on such tests, and
that their difficulties in school did not seem to result from deficiencies
in their abilities. Rather, it appeared that deficiencies in the schools

revented such students from applying their abilities in ways meaning-
ul and useful to the students. -

Since education is an important determinant of both income and
employment, it is useful to note the evidence thai relates income and
employment to criminal behavior. One statistical study found that a
10-percent rise in family income may be expected to reduce delin-
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quency rates by between 15 and 20 percent when the income change
occurs in highly delinquent areas and is of the type that will reduce
the number of broken families as well.’* In an analysis of three U.S.
cities it was estimated that for each 10-percent increase in the rate of
unemployment (e.g., from 5 to 5.5 percent), there appeared to be an
associated increase of about 2.5 percent in the delinquency rate.””

In summary, there is a consistent body of evidence that ties low
educational attainment to criminal behavior. Of course it should be
noted that there are other possible reasons that less educated persons
appear to have a higher level of criminal participation. In part, the
crimes that they commit are more likely to be detected than the
“white collar crimes” committed by more gighly educated individuals.
Further, the lower incomes of the less educated mean that they are
less able to afford good legal counsel. Finally, the person with poor
educational attainment is more likely to come from a less advantaged
background (low income, broken home, etc.) which may in itself con-
tribute to the likelihood of criminal behavior.1®

IV.C—CarcuraTing THE CosTs OF EpucaTioNn-RELATED CRIME

The President’s Commission on Law Enforcement and Administra-
tion of Justice estimated the economic impact of crime for the fiscal
year, 1965. Table 16 shows the magnitudes of these estiwnates by
category. Though the total “economic” impact of crime was estimated
to be about $21 billion for 1965, not all of these amounts are truly
social costs in the sense that society has made sacrifices of these mag-
nitudes. Moreover, some of the categories that are social costs do not
agpear to derive from crimes that are closely related to insufficient
education. Further, there are other important costs that are not
shown in Table 16.

TaBLE 16.—Economic impact of crimes and related expenditures, 1965

Crimes against persons: Millions
omieide. - .- $750
SSAULb o T 65
Total o e e 815

Crimes against propertg':
Property destroyed : Arson and vandalism
Involuntary transfer:

Unreported commercial theft ... ..o oo oo

Robbery . .o e

Burglary .
Larceny .. T
Autotheft... ... I TTTTTTTTTTTTTTTTmT
Embezzlement._ .. ... ._____ .. 200
Fraud. . oo 1, 350

Forgery andother____________ . ___ . TTTTTTTmm
1) 3,932
Other crimes:

Driving under influence. - ... oo 1,816
Taxfraud. . ____ . . ____ L TTTTmmmmmmmmm 100
Abortion. ... ITTTTTmTTTmTmTT 120
B 17 Y S 2, 036
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TasLE 16.—Economic impact (g crimes and related expenditures, 1965—

“ontinued

Illegal goods and services: Millions
NATCOLICS - - oo ameeecwmcmeccccccccccccasemeccmamomcmmmeenm———~ $350
Loan-sharking oo e i e aaan 350
Prostitution. . . occecccccacanacaana- emmmmmmcmmmmecamemmeeea——a 225
Alcohol (18X 1088)caecccncananoccccccanmcammmmmmmmmmmameaemmmmn 150
Goambling. - cceeccecccenccccaecmecceemecaaemeeeemaaomna= 7,000
Tota) e e ccccccacccmcceccccscemecee=mmmem=eceem=mm===== 8,075
Public law enforcement and criminal justice: -
0liCE e o e e e e e cmeecemcemmmmemmececceececmecccceeecmmeemmmnan 2,792
COTTCCHiONS. o veremeccmccacecmoemcmeescceeccemmencaeeemren=~ 1,034
Prosccution and defense. oo ee cccccccc e meeccccceea—e- 125
QUM S o eememcececemcecmeceacccceccmceccacccceccee: mmmmm———— 261
TOtA] e e eeeeccmcccarmceeccccceccmmmcccmeccmmmmmememe———- 4,212

Private costs related to erime:
Prevention 8ervices. o ceeccccnccncecncscamccncccnmcmeccanaaaa- 1, 350
Prevention equigmcnt ......................................... 200
Insurance (overhead CoStS)aaonavocmeo oo 300
Private counsel, bail, witness eXpenses cc e s cmmcccanaenncnas 60
TOtAl ceencccccccaceacacececceccemcmecmoscm=remm==mmmcam== 1,910
T T 20, 980

In order for a cost category to be considered for inclusion in our
estimates of the cost burden imposed by education-related crime it
must satisfy two criteria. First, it should reflect crimes that are likely
to decline if there were a reduction in the incidence of inadequate
education. Second, it should measure a “real” sacrifice in the Nation's
resources rather than just a transfer of them from one group in society
to another. Three of the categories presented in Table 16 fail to meet
at least one of these criteria:

1. Involuntary transfer;
2. Other crimes; and,
3. Tllegal goods and services.

In the case of involuntary transfers the crimes do appear to be edu-
tionally related in the sense that they would probably be reduced if
educational attainments were raised. Yet, it is not correct to say that
the value of the transferred property is & cost to society. Such acts
imply that property is being transferred from one group to another
within society rather than being destroyed. Such a transfer creates a
social burden only to the degree that the redistribution makes societ
less happy. From the viewpoint of the person who has_been robbed,
the loss is a real one; but from the vantage point of society the property
is not lost but has just changed ownership. Accordingly, it does not
seem appropriate to include the involuntary transfer category among
the social costs of crime due to poor education.” .
Likewise, though illegal goods and services have been estimated at
about $8 billion, they too do not represent a loss to society of that
amount. Rather, the value of such illegal transactions merely assesses
the volume of such activity taking place. Within this category goods




N

43

and services are exchanged for money, and the illegal nature of the
services does not, in itself, connote a loss of resources. The only social
cost attached to these activities is their repugnance to socis ty, and it
is difficult to measure the costs of such displeasure. The exceptions to
this generalization are the tax losses fromn illicit sales of alcohol, and
the unreported income derived from illegitimate sources, primarily
gambling. Yet, it does not seem reasonable to believe that such ac-
tivities as gambling will be severely sttenuated by raising educational
attainments to a minimum of high school completion. Therefore we wili
not include the costs of illegal goods and services in our estimates of
social costs which might be alleviable through beiter education.

The “other crimes’ category, too, does not seem to be closely related
to educational attainment. Though driving under the influence of
alcohol or drugs may indeed be responsible for $1.8 billion in loss of
income and property, it is not clear that inadequate education is &
significant cause of such costs. The sume appears to be true for abortion
and for the estimated $100 million government loss due to tax fraud.
In fact it is likely that the latter is an “educated” crime. Accordingly,
it appears to be incorrect to use the costs of other crimes as a conipo-
nent of the total which might be reduced by improved educational

levels aniong those with low attainment.

" In contrast, the following categories seem to reflect a social burden
and appear to be related to poor education. Crimes against persons
accounted for about $815 million in 1965 in foregone income and med-
ical expenditures. Property destroyed by arson and vandalism
amounted to about $300 million and also appears to meet the criteria
for being relevant to our estimates. Since it would seem that much of
public law enforcement and criminal justice expenditures are attrib-
utable to education-related crimes (rather than such crimes as dri ving
under the influence of alcohol or drugs), much of this category of
over $4 billion should be applied to our estimates. In addition, the
private costs related to crime of almost $2 billion should be con-
sidered for similar, reasons.

Not reflected in Table 16 is the loss of income and national output
reflected by the large sonrce of manpower that is imprisoned. In 1965
the average daily adult population of correctional institutions was
approXimately 363,000 and the median wage for males for that year
was about $4,400. Because of the lower educational attainments of
inmates and the fact that a portion of them were female, it is certain
that the median wage for nlY males overstates the loss in income for
each prisoner. Using 2 more modest figure of $3,000 per person to
approximate the annual income foregone, the national sacrifice in
income reflected by the prison population was about $1.1 billion in
1965. In order to account for t{:e modest amount of work done by
prisoners and for time allocated to training programs that were
sponsored by the institutions, this amount can be reduced by $100
million. Thus the net estimate of foregone income of inmates for 1965
is about $1 billion.
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TasLg 17.—Estimated costs of crime attributable to inadequate education

Costs of crimes against persons and property: Mllions
Homicide. o eeoceeeeccccenacccmncsceceasasescmmcccacsa-sroas-" $750
ASSBUMN oo eememencceescacmemmesecscmscmasomeemsm-ssmeess 65
Arson and vandalism e ee e ceccmmecorccmmemcnmmcccacecenmamaneoo 300

Total e cecccccccscacacanccma-nmacessessmcecemenasnmeeanne 1,115
—————— ]

Law cnforcement and judicial - oo coccomncemmeecccacecmenaeee. 4,212

Private cost8eacneccccecamceccaccennn 1, 910

Foregone income of inmates. 000

TOtA)oeonececcccccacaccaasccaaarsaemesmmammmmes-ascsmeeemann

Attributable to inadequate education:

Upper limit, 50 percent of total o oeae o oo conmmcaaccacccmccnacenne 4,118
Lower limit, 25 percent of tota) o oo o ceeceaamacieaceeee 2, 059

Table 17 shows the estimated costs of crime attributable to inade-
quate education. The categories of costs that we seclected as being
relevant amounted to an annual burden of about $8.2 billion in 1965.
Unfortunately our present state of knowledge does not enable us to
know the exact proportion of this amount that is attributable to
insufficient education per se. Thus, any specific guideline must be an
arbitrary one. Placing the upper limit on educational-related costs
among these categories at 50 percent, the estimated cost of crime due
to poor education is about $4.1 billion. Assuminﬁ that a reasonable
lower limit is 25 percent, the lower boundary of the estimate is set at
about $2 billion. Using the midpoint of this range as the best estimate,
the costs of crime a table to inadequate education for the year 1966
were about §3 billion. Assuming that our method of estimation is
acceptable, the comparable burden should be considerably higher for
1971 because of rising costs and rising crime rates.

R
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Chapter V

OTHER SOCIAL COSTS OF
INADEQUATE EDUCATION

In preceding chapters we roviewed the social costs of inadequate
education as they were reflected in foregone national income and
government revenues, costs of welfare and costs of crime. In this
chapter we will explore some of the eviderce linking inadequate educa-
tion to low political parti«i;;ation, lack of intergenerational social
mobility, an r_health. Although it was possible to estimate the
dollar value of social costs in the preceding section, it is far more
difficult to put a monetary cos on the social burdens imposed by these

ee categories. Accordingly, the following brief analysis will be
limited to the implications of insufficient education for political
participation, mobility, and health.

V.A—INADEQUATE EpucaTioN AND PoriTicaL PARTicIPATION

The general phenomenon whereby educational shortcoming for the
individua! harm the entire society is exemplified by the particular
relation between low educational attainment and political participa-
tion. As the most noted authority on the subject has stated, “the
surest single prediction of political involvement is number of years
of formal education.” ! That is, the Ol;lf! educated citizen is less
likely to participate in the normal politic processes of our societﬁ'.
Thus, he not only deprives himself of a voice in the functioning of t
government, but he is also likely to feel powerless to exert influence
on public policies that affect his existence. The social costs of this
phenomenon are visiled upon the Nation in three ways:

1. Government decisions will be less likely to represent the
views of “all of the people” particularly the less educated; this
will tend to impart a bias to public policy that will favor the more
educated and wealthy than would Be the case if political partici-
pation were more representative.

2. This bias in participation creates a crisis of legitimacy of
political processes among those who, becausa of their insufficient
education, do not participate. Government decisions are likely to
be looked upon with suspicion as ones which are designed 1o work
against the interests of the poorly educated.

3. Asa consequence of their frustration, such citizens may turn
to other forms of activity to express their dissatisfaction with
existing government policies and public services. In recent years
demonstrations, riots, and other disruptions have represented an
alternative form of activity that has been used to express dis-
satisfaction with the results of the traditional political processes.

Footnotes for Chapter V on p. 51.
(45)
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THE ROLE OF EDUCATION IN POLITICAL INVOLVEMENT

The reasons that persons with lower educational attainments are
less likely to participate in conventional i)oliticnl processes are prob-
ably complex. In part the lowly educated inay be less likely to par-
ticipate politically because they don’t believe that it will make any
difference in their plight. To the degree that most of the under-edu-
ented are themsclves born into poor families, their outlook may be
more conditioned by what they perceive as the overall hopelessness of
improving their condition rather than by their educationa level per se.
Yet the impact of the school on the political attitudes of children
appears to be substantial. In a study of some 10,000 elementary school
students in grades two through eight it was concluded that the school
is the “contral, salient, and dominant force” in the political socializa-
tion of the young child.”?

What are some of the specific ways in which more education might
tend to increase political participation? First, schooling incnleates
persons with a knowledge of the overall governmental structure; how
representatives are clected; how laws are passed; the role of the
excentive branch of government and the courts; and how laws might
be changed. Knowledge of the institutions and their formal purposes
emphasize the fairness of a system of representative government and
its theoretical sct of checks and balances, and this familiarity is likely
to connote an impression of legitimacy. Second, schooling gives
information on the practical aspects of how the political system works;
the importance of voter registration; referenda that can be placed on
the ballot by citizen initintive; and the importance of exercising one's
franchise. Finally, education is an important inpnt for access to
information on many important political and social issues and tends
to create o greater personal predisposition toward concern over
political matters.

STUDIES OF POLITICAL BEHAVIOR

These factors linking education with political behavior have been
supported by numerous studies that have explored various aspects of
political involvement. A recent survey by the Bureau of the Census on
the 1968 presidential election as well as earlier surveys carried out by
other gronps has confirmed that the likelihood of voting is directly
selated to the educational attainment of the population. Table 18
shows this pattern for the 1968 presid-ntial election, and earlier
studies have confirmed this finding oven when the data arc analyzed
separately by age, sex, and region of the Nation? Indeed, the
conclusion of these studies is that . . . no other social characteristic
bears such a strong relationship to turnout in presidential elections as
education.”
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TanLe 18.—Reported voter participation in 1968 presidential election

Ld Proportion vating
Whites Dlacks
Years of schocling Males Females Males Feinales
45. 4 320 43.2 M7
060, 5 46. 1 a4 9 535
68 4 M8 M7 53 3
67. 9 07 6L 7 5, 4
76. 3 9.0 4.8 64, 5
80. 7 825 ™7 .4
85 2 84,2 83 8 83, 7
86, 4 88 3 884 o ceerncneen.

Sourca: U.S. Department of Commercen, Bureay of the Census, *Yoars of School Cammmd—métond
Voter Patticipation jy 1988 and 1944 for Persons 23 Years O1d and Over. by Raco and Sex, for the United
States: November 1968, Cutrent Population Reports, seclas I 20, No. 192, table 11,

Rescarchers have concluded that the deeper political involvement
of the more highly educated stems not only from the direct schooling
effects outlined above, but from several indireet ones as well. Persons
with additional education secem to come into contact with more
political stimuli and they have attitudes, beliefs, and behavior which
are more palitically oriented. L. ]

An environment containing political stimuli will tend to increase
both the likelihood of an individual participating in politics and the
depth of participation.! The lower the lovel of cducational attaimment
of an individual, the less likely that he wili have extensive contact
with other persons who are politically involved ; this in itself reduces
the stimulus for him to become politically ceneerned. Thus it was found
that the proportion of persons who discuss politics among both males
and fenales increases according to their educational attainment.’
Moreover, the level of sophisticat'on for evaluating the good and bad
points of particular candidates and issues seems to be directly related
to the amount of schooling completed

Psychological involvement with political life is not only related to
the likclihood of voting; it is also associated with other political activity
such as campaigning;? and psychological involvement in politics
appears to be strongly dependent upon formal education.® Research
has also tied a sense of political efficacy—the sense of ability to affect
political events—to be positively associated with schooling attain-
ment.* Even such politically related attitudes as a “sense of citizen
duty” seem to be closely related to edueation. Thus, the deleterious
effect of inadequate education on political involvement appears to
be substantial and tends to impair the effective functioning of our
political system.

V.B—INADEQUATE EpUCATION AND INTERGENERATIONAL MOBILITY

The children of parents with inadequate education are themselves
ikely to suffer from inad2quate education, low income, and low oc-
cupational status. This vicious circle of low attainment and poverty
tends to repeat itself gencration after gencration unless there is a
powerful social intervention. To the degree that we can raise the
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educational attainments of future parents, we have also succeeded in
raisine the educational levels of their children. That is, the amount of
schooling which children complete is heavily dependent upon their
parents’ education. Research has shown that not only is a child likely
to attain more schooling the Ligher his parents’ educational attain-
ments, but he is also likely to show higher scores on standardized
achievement tests at every level of schooling.!® Thus the alleviation of
inadequate education in this generation will likely have a salient effect
on reducing it in the next generation as well. Conversely the present
burden of undereducation will likely translate into future costs for the
society that our children inherit.

V.C—INapEQUATE EpucaTtion AND Poor HEeaLTH

A number of studies have explored the relation between education
and health. Inadequate education can affect health levels in a variety
of ways. First, less educated persons are not as likely to be aware of
the symptoms of certain serious illnesses whose early detection is
crucial for cure or control. Second, knowledge of nutritional require-
ments, prenatal care, and. preventative health precautions for such
conditions as venereal disease are np%grently less widespread among
persons who lack adequate schooling. Finally, since insufficient educa-
tion leads to lower occu[;ational attainments and earnings appears to

. create both psychological and other health or disability problems.

: The specific role of education in exacerbating healtir problems has
been addressed in several studies.”! Usually though, the educational .
factors are subsumed under other related socioeconomic factors such

¢ as occupation, which are in themselves heavily influenced bi educa-
: tional attainment.* The lower the occupational level of fathers, for
: example, the higher the rate of infant mortality both during the fetal
stage and during early childhood.® A similar pattern is reflected m
death rates of adults and the incidence of disease according to occupa-
tional category. A study of severe psychological disorders found that
the lower socioeconomic-groups were much more likely to fall prey to
schizophrenia and paranoia than the higher grm‘xf)s." Here again the
role of madequate education was strongly implied.

* V.D—Summary oF OTHER Sociar Costs oF INApEQUATE EpucaTION

Some aspects of inadequate education represent burdens to the
Nation that cannot be assessed according to their monetary values.
Included in this category are the lower levels of political participa-
tion, intergenerational mobility, and health that seem to be associated
with low educational attainment. In each of these cases there is evi-
dence suggesting that national welfare is reduced because of inadequate
education, but the dollar value of such sacrifices is impossible to
cstimate. Nevertheless, these aspects of inadequate education represent
national costs in addition to those reflected in foregone income and
tax revenues, higher welfare burdens, and the greater incidence of
crime.
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FOOTNOTES
CrarTer I—INTRODUCTION

1. See Horace Mann (1849), p. 60.

2. Arthur Mann (1968), p. 14.

3. For a discussion of the mechanism that leads to this result see J. Coons, W.
Clune, and S. Sugarman (1970). .

4. For some evidence on occupational attainment see Peter M. Blau: and Otis
D. Duncan, (1967). Bowles has asserted that the role of education in improving
occupational attainment has been overstated by Blau and Dunczn in Bowles
(1971). The relation between parental social class and children’s scholastic achieve-
ment is documented in James S. Coleman et al. (1966), Chapter 3. Evidence on
educational attainment is found in M. David, H. Brazer, J. Morgan and W. Cohen
(1961) ; B. Duncan (1965); and S. Masters (1969).

3. particularly, J. W. Guthrie ef al. (1971); H. M. Levin (1971); Hervard
Educational Review (1968); S. Bowles (1972).

6. The most severe criticism of the iustitution of schoolinilils found in I. Illich
(1969) and (1971). The repressive effect of the present schooling approach is em-
phasized in C. Silberman (1970). The role of the schools in sustaining social class
inequalities is emphasized ix S. Bowles (1972).

7. The present author believes that vast structural reforms of our society would
have to take place before schools would alter substoz.ually their functions. That
i3, the schools reflect well the social demands placed upon them. Thus, po signifi-
cant changes in schooling will occur without profound changes in the und ying
social, political, and economic structure of the Nation. This view i3 much closer
to that of Bowles than to that of Silberman who seems to tuink that his criticisms
result from outcomes that are only the unintentional by-produets of institutional
?lrgi?nzt;lessnw". Compare Silberman (1970) with Bowies (1972). Also see Carnoy

8. This fact is well documented in a study which examined the ability cf
mgondents to fill out correctly the standard applications for licenses, Medicare,
and 5o on. The number of errors on these applications ap) to be particularly
high for the lcast educated. For example, almost half of the respondents with 8
years of schooling or less filled out incorrectly at least 10 percent of the items on
{he application for Medicare. See L. Harris Associates (1970).

( 3-.’04)1 discussion of literacy concepts is found in Harrard Pducational Review
1 .

10. For a thoughtful purview see B. Weisbrod (1964).

CuarreEr II—INvEsTMENT IN HiGH.ScHOOL COMPLETION

1. Examples of the literature reflecting this are R. Weiss (1970) ; L. Thurow
(1969); and S. Michelson (1968).

2. In addition to the sources cited in footnote 1, see G. Becker (1964); and
R. Hauser, K. Lutterman, and W. Sewell (1971).

3. G. Becker (1964), rp. 29-30. .

a :_.“'I) his thesis is developed with substantial supporting evidence in H. Gintis

5. R. Dreeben (1968).

6. See R. Nelson and E. Phelps (1966) for a discussion. Also see T. Schultz
(1963), Pg. 40--41. For interesting sociological perspectives sce L. Reissman (1954).

7. D. P. Chaudri 31968) and F. Welch (1970). ’

8. F. Welch (1970).

9. R. Eckaus (1564).

10. Ivar Berg (1970) has questioned the schooling-productivit'y link, but his
empirical substantiation has been criticized on many grounds. See for cxample the
comments in M. J. Bowman (1970), pp. 106-110.

11. According to data derived from 1964 tax returns the proportion of adjusted
gross income attributable to salaries and wages varied between 78 to 90 percent for
income classes ugstn $25,000 with no obvious trend within that range. C. H.
Kahn (1964), p. 28. )
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12. H. P. Miller (1960); Z. Griliches (1970).

13. Welch (1970). .

14. Further discussion of relative earnings by educational category is found in
S. Bowles (1970) and G. Jolmson (1970-71).

15. In this context “ability’’ means all of the non-schooling influences that affect
income such as social class and geographic location as well as intellectual abilities.

16. Compare Griliches (1970) with Taubman and Wales (1970).

17. L. Hanson, B. Weisbrod, and W. Scanlon (1970).

18. Z. Griliches (1970); Z. Griliches and W. Mason (1971); J. Hause (1971);
D. Rogers (1969).

19. J. Hause (1971).

20. U.S. Department of Commerce, Bureau of the Census, “Annual Mean
Income, Lifetinic Income, and Educational Attainment of Men in the United
States for Selected Years, 1956 to 1968”,

21, L. Thurow (1969); R. Weiss (1970); F. Welch (1967); B. Bergman and J.
Lyle (1971); G. Hauoch (1967).

22, U.S. Department of Commerce, Burcau of the Census ““The Social and
Economic Status of Negroes in the United States, 1970”.

23. 8. Marglin (1963); Arrow (1966); Weisbrod (1969).

21, S. Masters (1969); B. Duncan (1965); M. David, H. Brazer, J. Morgan,
and W. Cohen (1961).

25. See Weisbrod (1968) for o discussion of the necessity for considering the
distribution as well as the level of benefits from public investments. The probable
improvement in income distribution in the next generation is a benefit that is
not measured by lifetine income streams for this generation.

26. See Appendix B for information on construction of Table eight.

97 It should be noted that the continuation on to college was based upon
nonwhite continuation rates. These rates of college attendance are only about half
those of whites.

28. See Appendix D for details. The overstatement of costs results from the fact
that potential dropouts are more likely to be attending schools in low expenditure
states and school districts. In part their tendency to drop out is related to low
spending as evidenced in G. Johnson and F. Stafford (1970). Thereforc, the
national average for per student expenditures overstates what would have been
sEent on dropouts had tbe% continued. It might also be noted that estimates of
the national average were based upon generous assumptions. This over-estimate
might be offset by the fact that we dig not take into account the “opportunity
cost” of expenditures up to the beginning of the earnings period, at which point
the investment is being evaluated.

20. A recent econometric study has demonstrated a relationship between
educational expenditures and the amount of schooling attained. Sce G. Johnson
and F. Stafford (1970). .

30. The system of financing education that leads to this result is described in
J. Coons et. al. (1970). The educational effects of this system are explored in J.
Guthrie et al. (1971).

31. Rarely do present programs provide more than $300 in additional funds per
eligible student, and many potential dropouts receive no assistance at all because
of inadequate appropriations.

32. For a discussion of these issues see S. Michelson (1970) and H. Levin
(1971a). This may also be the reason that at least one dropout prevention pro ;ram
has shown poor results. Sce B. Weisbrod (1965).

Cuarrer I1I—INADEQUATE Epucartion AND WeLFARE EXPENDITURES

1. Until January 1, 1972 the tax was on the first $3,000.
2. See the President’s Commission on Income Maintenance Programs, Back-
ground Papers, p. 272.
3. U.S. Department of Health, Fducation, and Welfare, Findings of the 1967
AFDC Study, Part I, July 1970, Table 22.
4. J. Cowhig (1970); I. Cox (1970).
5. 1. Cox (1970).
6. Ibid.
57;' I\g.'dWarren and S. Borkowitz (1969).
. Ibid.
9. E. Durbin (1969), p. 68.
10. R. Mugge (1964).
11. M. Warren and S. Berkowitz (1969).
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12. For more details sce U.8. Department of Labor, Manpower Administration,
Hislorical Statisiics of Employment Securily Activities, 1938-1966, pp. 10-11.

13. In a U.S. Dcpartment of Labor Study comparing “job losers” with “job
leavers”, it was found that male ‘‘job losers” had a median level of schooling 10.7
years while “‘job leavers” had 12.1 years. For women the comparable figures were
11.3 years vs. 12.3 years. U.S. Department of Labor, “Job Losers, Leavers, and
Entrants,” Speeial Labor Force Report No. 106 (April 1969), Table 2.

Pr14' Sce the Reports of The President’s Commission on Income Maintenance
ograms.

15. T. Kelly (1970).

CuapTER IV.—INADEQUATE EDUCATION aND THE Costs oF CRIME

L. The President’s Commission on Law Enforeement and Administration of
Justice, Task Force on Assessment, Crime and Iis Impact—An A4ssessment (Wash-
ington, D.C.: 1967).

2. State of California, Department of Corrections (1970).

Suminarized in E. H. Sutherland and Donald Cresscy (1966).
E. Palmore (1963).
. J. Toby (1967).
}%.dSpicgelman el. al. (1967), pp. V.6~V.24,
id. .

&

C. Rosenquist and E. Mcgargee (1969).
. Ibid., p. 201.
10. H. McKay (1967).
11. See for example I. Berg (1967); A. Stinchcombe (1964); W. Schafer and
K. Polk (1967).
12. A. Stinchcombe (1964).
. T. Hirschi (1969).
Ibid.

. N. Prentice and F. Kelly (1963).
. B. Fleisher (1966).

. B. Fleisher (1963).

. J. Toby (1987).

19. The fact that we are not imputing any sociai cost to the involuntary transfer
and illegal goods and services categories will tend to undercstimate the social
costs of crime. Yet this alternative scems superior to setting an arbitrary value
for such costs in such an unknown domain.

3.
4,
5
6.
7.
8.
9

CuaPTER V—OTHER SociaL CosTs OF InapEQUATE EDUCATION

1. A. Campbell (1963), p. 21.

2. R. Hess and J, Torney (1967).

3. A. Campbell, P. Converse, W. Miller, and D. Stokes (1960), p. 495.

4. These issucs arc discussed in L. Milbrath (1965). Particularly types and
effects of political stimuli are studied in G. Almond and S. Verba (1963); B.
Berclson, P. Lazarfeld, and W. MecPhee (1954); P. Converse and G. Dupeux
(1962); S. Lipsct (1960); and M. Miller (1952).

5. A. Campbell, P. Converse, W. Miller, and D. Stokes (1960), p. 491.

6. Ibid.; also G. Almond and S. Verba (1963); M. Benny, A. éray, and R, Pear
(1956) ; and other references in reference 4.

. A. Campbell, P. Converse, W. Miller, and D. Stokes (1960); A. Campbell,
G. Gurin, and W. Miller (1954); Y. Kuroda (1964).

8. A. Campbell (1962), p. 20.

9. G. Almond and S. Verba (1963); and A. Campbell, P. Converse, W. Miller,
and D. Stokes (1960).

10. M. David, H. Brazer, J. Morgan, and W. Cohen (1961); B. Duncan (1965);
8. Masters (1969); J. Coleman e al. (1966).

11. B. Benjamin and H. Haycocks (1970); National Institute of Child Health
and Human Development (1969).

12. That is, many studies use occupation, income, or other measures of social
status rather than cducational attainment to indicate socio-economic level. But,
both income and occupation are themselves substantially determined by educa-
tion. Sce for example P. Blau and Q. D. Duncan (1967).

13. H. Chasc (1962).

14. 1. Mouyania and L. Guralnick (1958); J, Daric (1951); J. Downcs (1948);
W. Logan (1954).
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Appendix A

NONWHITE MALES AS PROPORTION OF ALL MALES
25-34 YEARS OLD

Numbers in thousands . Nonwhite

p of

Educational athinment Nonwhite White total

Less than 8 years 5 337 2.3
Syears._. s - 85 561 13.2
9o N years..... . 353 1,499 19.1
12years.. 491 4,161 10.6
13t W years...... N 116 1,602 1.2
16 years. oo sanen y 71 1,191 5.6
17 or more years..... 61 960 6.0

Source: Based on data in U.S. Department of Commerce, Bureau of the Census, “Educational Attainment: March 1969,
Poputation Charactenstics, Current Population Reports, Senes P-20, No, 194 (February 1920), table 1.

Appendix B

PROCEDURES USED TO OBTAIN LIFETIME INCOMES FOR WHITES
AND NONWHITES

The U.S. Dé?‘ﬁx"tment of Commerce reported estimates of lifetime incomes by
both age and educational level for males in 1968. (Current Population Reports,
Series P-60, No. 74, Table 10). These estimates were not reported separately by
race. Given the objective of obtaining expected lifetime incomes by race we used
the following steps:

1. Estimates of lifetime income for all males from age 18 were selected for
each education level. Persons who had not completed high school would likely
have received some income before age 18. Therefore, we arbitrarily added
four years of income to the expected lifetime incomes for those with less than
eight years of schooling and two years of income for those with some high
school. Annual earnings at age 18 was the level for-this extra supplement.
This adjustment resulted in estimates of lifetime income at the time of
departure from school. These figures were based upon the assumption of a
zero discount rate and a zere rate of increase in labor productivity. To the
degree that the expected annual increase in labor productivity is about three
percent these estimates assume tacitly a three percent discount rate.

2. Conversion of these overall figures for all males to separate estimates
for whites and nonwhites was done by using the relative incomes of the two
groups by educational level that were derived in another Department of
Commerce study (“The Social and Economic Status of Negroes in the United
States, 1970, Special Studies; Current Population Reports, Series P-23,
No. 38, p. 34.) These weights are shown in Table seven on page 36 of this
Report. In this adjustment the relative incomes of Negroes were used to
represent those of all nonwhites since specific data for the nonwhite group
were not available.

(59)
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Appendix C

TAX REVENUES IN THE PUBLIC SECTOR

TABLE C.1.~FEDERAL AND STATE-LOCAL TAX REVENUES AS PRUPORTION OF PERSONAL {NCOME,
1969

{Totals in millions of dollars

Type of tax Federal State-local
Personal . 95. 822 13.876
Corporate profits. 39.169 3.483
Indirect buziness.. .eee 12.9% 63.935

OBl e eeeeeennncenmeaannascasaecccansescssesesassensansbonnsens et 152, 987 81.294
Personal INCOMB. e o eueerecacacssccnrocnccsressresosssnanoeesssanccssscncncs 748,874

Note: Federal taxes/personal income—20.4 percent. State-locsl taxes/personal income—10.9 percent. Total taxes/
personal income—31.3 percent.

2 ogm‘es.: g.g.;)wmmem of Commerce, Office of Business Economics. Survey of Current Business (July 1970) tables
-1,3-1,and 3-3.

TABLE C.2—GOVERNMENT TAX REVENUES AS A PERCENTAGE OF PERSONAL INCOME 1949-69

Revenue source 1949 1954 1959 1964 1969

117 [, 16.3 19.1 19.4 18.2 20.4
State-local 1.2 1.3 8.7 10.0 1.9
2.5 26.7 28,1 28.2 313

Source: Tax data: U.S. Department of Commerce, National income ang Product Accounts of the United States, 1929-65.
(Washington, D.C.: 1966), tables 3-1 and 3-3 and U.S. Oepartment of Commerzs. Survey of Current Business (July 1970),
lzab‘us 3-1 and 3-3, Personal income: National Income and Products Account, table 2-1. Survey of Current Business, table

Appendix D

ESTIMATES OF EDUCATIONAL INVESTMENT COSTS

The costs of educational investment can be divided into direct and indirect
ones. The direct costs include the expenditures on schooling whether from public
or lsn-ivat,e sources, and the [ndirect ones include the earnings foregone during the
additional schooling period, Since the estimates of lifetime income by educa-
tional level already account for the fact that those with more schooling forego
earnings during the schooling experience, the estimates of costs in this analysis
are estimates of direct costs alone, so-called educational expenditures. More-
over, it was assumed that such expenditures are borne completely by the
government.

ELEMENTARY AND SECONDARY EXPENDITURES

The U.S, Office of Education reported that average current expenditures per
student (in average daily membership or enrollment) was $812 in 1970 at the
elementary and secondary level.! Since per pupil expenditure at the elementarf'
level is estimated to be only about 60 percent of that at the secondary level,
current average expenditures were assessed at $1,085 per seconda student,?
Capital outlay was estimated by the U.S, Office of Education at $5.1 billion for
n per-pupil average of $149. Adding the average capital outlay of $149 to the
average current expenditure of $1,065 yields a total annual expenditure for a
secondary student of about $1,214, This value was used to assess the costs of
of additional years of schooling at the elementary and secondary levels to bring
all persons up to high school completion.

1U.8. Department of Health, Education, and Welfare. Office of Education, Fall 1970 Statistics of Public
Schools. Advance Report, OE-20119-70, (Washington, D.C.* February 1971). )

T feo W. Lee Hansen. “Total and Private Rates of Return to Investment in Schooling ** Journal of Pdliti-
cal Economy (Apri] 1963). pp. 128-40, and T. W. Schulte, 1 Capital Formation by Educstion.” Jaurnal of
Pdlitical Economy (December 1960), pp. 571-83.
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HiGguER EpucATiON EXPENDITURES

The U.8, Office of Education also publishes financial statistics for institutions
of higher education.? Based upon these figures the average educational and general
expenditure per student in 1967-68 was $1,905.¢ This figure does not include
the annual stream of capital costs, The book value of physical plant assets of
all institutions was $34.6 billion.$ Using a ten percent combined rate for interest
and depreciation and dividing it among students yiclds a capital cost of about
$640. 'fllo average total annual cost per college student is about $2,545,

OTHER FacTons 1N ASSESSING INVESTMENT CosTs

When evaluating an investment it is important to assess both costs and bene-
fits in terme of their present value (at the time the cvaluation is made). Since the
educational investinent is incurred at the beginning of a person’s lifetime and the
income benefits are recouped much later in time, the process of discounting future
cost or benefit streams would reduce the present value of benefits relative y more
than that of costs. Though we did not apply an explicit discount rate to future
incomes, the fact that we failed to adjust incomes upward for future inereases in

roductivity was tantamount to using a tacit dizcount rate of 3 percent where the
nefit stream was evaluated beginning at age 18 for all except those who did not
complete high school, But if educational investments are evaluated at age cighteen
then the expenditure stream must be inflated by an interest rate to account for
the opportunity cost of ecducational investment up to that point in time. Since we
have not done so there is a tendeney to understate educational costs relative to
income benefits.

The downward bias in estimates of costs woutld scem to be more than offset by

other factors hat lead to overstated costs. These factors include the following:

1. We have used cost data from 1970 for clementary and secondary
education and for 1967-68 for higher education. Yet the average 25-34 year
old in the sample was at the middle of his clementary-sccondary earcer some
20 years prior to the present period. Since the real costs of education more
than doubled over that s;mn of time, we are “Sh:ig cost cstimates per pupil
that are twice the level of those that actually produced the observed income
patterns for 25-34 vear olds.

2. Higher cducation costs are overstated for identical reasons as well as
tae fact that our estimates include such non-instructional costs as rescarch
and cxtension services.

3. Persons who did not complete high school were more likely to be found
in States and schiool districts with less than average expenditure. Thercefore
our use of an average expenditure measure will tend to overstate the lower
boundary on costs which was computed on the basis of applyh:f the pre-
vailing level of expenditure to additional years of school completed.

Appendix E

COMPARISON OF EDUCATIONAL ATTAINMENTS BETWEEN 1969 AND
1971 FOt MALES 25-34 YEARS OF AGE

At the time that this study was executed, the best data available for linking
schooling to income were those collected in the 1968-69 period. Accordingly,
Section II of this Report utilizes census data from 1969 to explore the number of
males 25-34 years of age who had not completed high school. In December 1971
the Bureau of the Census relessed data on educational attainment for March
1971. Table E.1 shows the distribution of educational attainment for Males
25-34 years of age by race. In comparing this table with Table 4 of this Report
which shows the comparable figures for 1969, we observe that:

1. Among nonwhite males in this age bracket, 44 percent lacked high school
completion in 1969 and 43.6 percent lacked this attainment in 1971.

3 U.8. Department of Health. Fducation, and Welfare, Offic of Education. Finanelal Statistics o Institu~
'{)Mé o{gghcr Education, Current Fund Rerenves and Expenditures 1967-68, HE 5.252: $2010~68 (Washington,

4 Ibid., p. 8.
s Ibid., p. 3.
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2. Among white males in this age bracket 24.7 pereent lacked high school
completion in 1969 and 21.6 percent lacked this attainment in 1971,

From these obscrvations it appears that there has been no change for nonwhites
and a rather significant change for whites, Had we used data for 1971 in the
annlysis the overall conelusions would have been similar to the present ones
although the total national income foregone and investment costs for alleviating
inadequate education would have been reduced by a modest amount. The rela-
tively large social payoff to cach dollar of investment in reducing inadequate
cduecation would remain unchanged.

TabLe E.1—~EDUCATIONAL ATTAINMENT FOR MaLes 25-34 Yeans or AGE
March 1971, By Race

Elemantaty High schoot Coliege
Less Sot
Numbet in thousands than 8 $ 103 4 1 2 3 4 more
and percentage yobrs yesrs  yeas yeds  year yeds yeis yeus yan Totsl

457 554 1,392 4.535 703 809 346 1317 1035 1,148 °
@y 6.0 2% @.n @&y a3 QY .y 0.3 o

182 9% 3 S14 53 69 A 9] 65 1,448
(percentdge).c.cescecocsssee ans) &9 263 359 G @&n ¢&.h 6y @9 QM

Source: U.S. Department of Commerce, Buresu of the Census, “Educationsl Attainment: March 1971 Population
Characteristics, Current Population Reports, Series P-20, No, 229 (Oscember 1971), .




CORRESPONDENCE

JoNE 14, 1972,
Dr. Jerawn G. Bacisay,
Nurvey Rescarch Center, University of Michigan,
Ann Arbor, Mich.

Dear Dr. Bacustax: I received a newspaper article, referring to a
study that you and your colleagues had completed, that assesses the
impact of dropping out of school. Since I have recently completed
a study that has very different. conclusions, I wonld appreciate very
much a copy of your report in order to ascertain the cause of our
differences.

As yon are undoubtedly aware, the main canse of enrnings differ-
ences between high school graduates and dropouts is the higher level
of emploviment of the former. Since the newspaper article on your

port suggests that the earnings of the dropouts exceed those of
graduates, the implication is that the employment experience of the
two groups is the same or is superior for the dropouts (assuming
hourly earnings that are about equal). Can this renlly be true for
u national pmtubllity sample given the Department of Labor and the
Census findings on employment by edncational attainment? I have
enclosed a copy of my Report. :

Sincerely,

Hexny M. L}:\:l.\’, Associate Professor.
(63)




Juse 22, 1972
Dr. Hexry M. Levix,
Associnte Professor.School of Education,
Stanford University, Stanford, Calif.

Dear Dr. Levix: Thank you for your letter of June 14 in which
you inquired about our research on high school dropouts. T 1in enclos-
ing for your information a copy of our monograph on dropping out,
an earlier monograph on family background and ability, a final report
which summarizes many project findings, and a coupie of recent
articles based on the dropout monograph. z'l'he articles overlap each
other and the final chapter of the dropout book to a considerable
degree, so if you read them all you will get the feeling that you've
heard some of the story before. I've included the articles because they
aive a quick overview and because they give you some, idea of the way
in which I've presented onr results to a more general audience than
those who use the monogra})h.) .

1 appreciate the copy of your report which you included with your
letter. I have had a note on my desk for about a month remindinyg
me to write and ask for it, ever since reading newspaper accounts of
vour study in mid-May. T've read your report vith interest, and can
offer some reacticns and observations.

First let me respond to the question raised in yonr letter. You noted
that niost of the difference in earnings between dropouts and gradu-
ates is due to the lower rate of employment (higher unemployment)
of the dropeuts. Our Youth in Transition project did ‘indeed find
higher unemployment among dropouts, and I think every newspzll)(-r
and magazine account I've seen based on onr study has stated that
fact. We also assert that the umemployment differential between drop-
outs and eraduates is explainable Zurgely in terms of background and
ability. That conclusion is verv different from your cwn, I realize.
and T wane to discuss it further in a moment or so. First let me work
through some other arcas where we differ.

On vour second page you state that . . . the schools tend to be far
more effective in providing mobility and status for the middle-class
child than the lower-class one. The resnilt is that occupational suecess.
scholastic achievement. and educational attainment of children are
still positively correlated with those of their parents.” That statement
says nothing about some other very powerful factors that would op-
crate to produce such 2 correiation no matter what formal schooling
occurred after the age of five or six—in particular. genetic endow-
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ments and childrearing practices. Surely vou wonld not denv that
grenetic endowment plays some significant part in determining an indi-
vidual’s intellectual abilities (and other abilities as well). And I trust
Yyou agree that early childrearing practices probably play an extremely
important role in forming both intellect and “character.” Tlherefore,
wonld it not be more parsimonions to say that educational attain-
meuts of parents and children are correlated becanse of -
{a) heritability of intelectual skills:
(b) early (and later) learning in the home (inclnding family
emphasis on the value of education) : and
(¢} perhap: differences in school charcteristics that are cor-
related with family background differences.

T emphasize the “perhaps™ part of that statement because our own
research and our reading of other studices. has led us to be very skepti-
cal about claims for larre “school effects.” Of course. studies working
with ageregate data show that students from rich schools dn better
than students from poor schools. But students from rich schools alss
comne from rich homes, on the whole. So which is the more important
determinant, the rich home or the rich school? Qur analyses from the
Youth in Transition project indicate that we can account for substan-
tial differences in occupational and educational aspirations and at-
tainments by examining family background. wherens knowing such
things as per-pupil expenditures add virtually nothing to our ability
to predict or explain such aspirations and attainments. But might this
mean (as wasoften stated in analyses of the Coleman Report findings)
) that we are “overcontrolling™ when we remove family backeround ef-
) fects? T think not. When we group respondents in onr study accord-
: ing ¢ several brackets of family socioeconomic level and then look at
the fairly substantial variations in school characteristics which re-
¢ main. we find that a “middle class™ student (or “upper middle” or
“lower class™ student) in a “richer™ school does no better on the aver-
age than his socioceconomically matched connterpart in a “poorer”
school. This is not what we sct ont to find. and it has taken some time
to get nsed to the idea that we are not finding school eddects. Neverthe- :
: less. T have come to the conclusion that this is pretty much the way
: things are.

How can we interpret the lack of differential school effects? One
possible explanation is that our efforts toward universal education and
equality of educational opportunity are more successful than we real-
ized, and that public schools throughout the Nation are more similar
than they are different. As one author put it, . . . the very fact that
education is so widespread and so obviously successful may reduce its
importance as a sonrce of individnal differences in ability in this coun-
try.” (This argument is developed in pages 18-30 of a chapter that
Lioyd Johnston and T recently completed: “The functions of ednca-
tional institutions in adolcscent development.” A copy is enclosed.)

Getting back to your report, you state on page 10 that:

- - . the race for success should begin on the same starting
line for all competitors. It would seem that this is what is im-
plied by equality of educational o portunity. As in any com-
petitior, the race will still be won by the swiftest, but at least
everyone will start at the same place. Persons who lack high
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school completion begin the quest for employment. earnings,
occupations. and so on with severe disadvantages relative to

those who have received high school diplomas and further
schooling.

(The “race” metaphor reminds me of those anti-dropout commercials
of a few years ago which showed a dropout in a track suit trying to
run “the race of life” while wearing lead boots—remember that one?)
You give the impression that the starting line for the race is at the
point of entry into the job market. But wonld it not be much more
realistic to admit that the race has been taking place throughout the
whole schooling experience, and that youngsters enter kindergarter
already quite unequal in terms of their start in life? If the race is to
be won by the swiftest, what determines who is swift? Is it not those
very abilities and effects of family experience which have so much to
do with the correlation between parents’ and children’s educational
attainments? T hate to belabor the point, but I just don’t think you
can have it both ways—if some are more swift than others, then they
will be out in the lead long before they leave junior high.

Let me offer just one more reaction to the thinking of Chapter 1,
before turning to the rest of your report. I find it hard to justify
singling out the point of high school graduation as the defining line
for adequate versus inadequate education. According to your data on
lifetime incomes (Table 8), the differences between those who end
their education with high school graduation and those who do not
are much less dramatic than the differences between those who do and
do not graduate from college. Why not, therefore, assert with equally
convincing logic that anyone not completing college will . . . begin
the quest for employment, carnings, occupations, and so on with severe
disadvantages .. .*? (As a matter of fact, I think one really could

Tevelop a good economic argument that college ought to be made avail-
.. )le to anyone who wanted it, and at public expense. But this is vastly
different from saying that cveryone ought to go to college as a matter
of national policy.) .

Turning to Chapter 2, T find several problem arcas. In your dis-
cussion of schooling, productivity, and income. yon mention three
reasons why workers with more education are likely to earn more.
But you leave out what may be the most important reason, especially
in the casc of the high school dropout: the credential value of an
education. People take equivalency exams to get certification of high
scihool graduate status, not because taking an exam teaches them some-
thing, bui because they recognize the credential value of a high school
diploma. To the extent that this credential function is what makes
high school graduation so important, we can solve the inequality prob-
lem by deemphasizing the credential, or else by making sure everyone
has it. (Your proposal to get everyone through high school wonld
accomplish the latter. I think a simpler path to that same outcome
might he to grant the diploma after 10th grade.) .

One of thy possible reasons you give for schooling leading to cuccess
in jobs is that schooling may “. . . incalcate persons with specifie
attitudes and behaviors that help them to function in the large burcau-
cratic enterprises that charactcrize much of both the government and
the private sector.” I confess to having mixed cmotions about the
degree to which we already “process” students tc :unction in burcanc-




67

racies. But even if one were to overcome such qualns, the question
would remain : does dropping out of high school somehow diminish a
young man’s capacity for adapting to bureaucracy, or is his inability
to adapt part of the reason that he drops out? ) .

The question is another variation on the same basic theme—is
dropping ont a major cause of problems. or is it a prominent symptom
of problems? If you have only correlational data—and that is all that
your report includes—then it is terribly difficult to make the distine-
tion with any degaree of certainty. .

Let’s consider this question as it applies to a fundamental issne—
the need to make adjnstments for “ability” in looking at the effects
of schooling on income. Yon point ont that studies of tue ability-edn-
cation-income relationship have been far from uniform in their find-
ings, and then yon note that this is not surprising given the variations
in sample popnlations and measures of ability. Certainly it is the case
that the more limited the measures of ability. the less wonld be their
ability to “explain away? the relationship between dropping ont and
poor earnings (or mnemployment). Presumably, then, the better
;Fglios are likely to be those which produce the larger reductions in

1e apparent relationship between schooling and income, but even
those better studies are likely to underestimate the “trne” reduction
due to that diverse set of things which you call “ability”—simply be-
canse of the imperfections in onr measures. Given this line of reason-
ing, if I were faced with a range of reductions from zero to one third
(as youn mention on page 21), I wonld assume that the true reduction
must he somewhat higher. certainly not the 25 percent which yvou
chose. Your report does not explain jnst how yon hit upon that par-
ticnlar figure: I know one has to take edncated guesses, but shonldn’t
yon have guessed a goed deal higher?

In fact, I think your “ability adjustments” were several timessmaller
than they onght to be. And this is really the heart of the explanation
of why onr studies and conclusions are so different. As you will see
when you examine the monograph on dropping out. we found that
earnings among employed dropouts were fully as high as those of
employed high school gradnates (those who went directly into the
work force rather than to college). But there were mnemployment
and nunderemployment diflerences between dropouts and graduates. In
cur analyses of the canses of unemployment (pp. 141-144). we found
that much of the difference between dropouts and gradnates was
attribntable to just three measures: vocabniary skill, reading ability.
and family socineconomic level. These analyses are hased on a limited
number of cases, to be snre; nevertheless, they indicate that almost
two-thirds of the variance in unemployment explained by dropping
ont was attributable to these ability and background characteristics—
things which were measured at the start of tenth grade before the
dropping out occurred. If we had run an analysis on earnings, and
had included nnemployed individnals as having scores of zero, then
this pattern of relationship might have been even stroneer (since onr
measures of hackground and ability are related to both employment
and earnings, whereas dropping ont predicts only to the employment
dimension).

Perhaps the reason onr study has shown stronger background and
ability effects than those you cited is becanse we were able to adminis-
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ter several tests of ability and also take some care to develop a fairly
comprehensive measure of socioeconomic level. But our measures are
certainly far from perfect, and are by no means as accurate as our data
on dropping out. What if our measures of background and ability
were better, and what if we could accurately measure all those other
factors of attitude and motivation and experience which precede the
act of dropping out of school? The resuit could only be that our
“ability adjustment” would grow still larger than the two thirds our
present findings indicate. Perhaps a preper adjustment would be 75
percent—although a better guess might be 80 percent. As you know,
the best one can hope for in such a business is to be in the right range.
And my strong conviction is that your 25-percent correction for ability
has completely missed that range.

I noted earlier that it is terribly difficult to tease out cause and effect
while working only with correlational data. Our own data dealing
with employment are limited by that fact. But along many other di-
mensions our study is truly an analysis of change, with the same per-
sonality and behavior scales administered both before and after soine
of our respundents dropped out of high school. I'll mention just one
example now, and hope you will look at some of the rest (Chapter 7
in the dropout monograph). We found that delinquency scores were
substantially higher among dropouts than among graduates, especially
those gradnates who went on to college. But when we look.d s scores
back at the stait of tenth grade, before the droppiny out occurred, the
same differences were there and just as strong. In other words, delin-
quent boys are more likely to become droponts, but there is no evidence
in our data to suggest that dropping out makes them more delinquent.

I've surely said enough at this point to give you some idea about how
it is that we reached different conclusions than yours. There are many
more things which conld be said, and perhaps there will be opportnm-
ties to do so. In particular, I hope you will accept the invitztion to ex-
amine our work on dropouts and send me your reactions. Meanwhile,
I think it would be useful to share this correspondence with members
of the Select Committee on Equal Educational Opportunity.

I am left with one miscellaneous question that obvionsly goes beyond
the range of your report, but I'd be very much interested in your
answer. You refer several times (e.g. pages 13 and 25) to a “national
policy providing a minimum of high school completion.”

How would it work? Would it be compulsory ? And what would be
the social (as well as financial) cost of implementation? I don’t snp-
pose you've got all that neatly worked out any more than I have
worked through all the possible implications of our drapout book, but
1 would be interested in your thoughts on the matter.

Thanks again for sending me your clear and interesting—indeed,
frovocatlve—re rt. Thanks also for bearing with me through this

engthy letter. And thanks in advance for your reactions.
Sincerely yours,
Jerarp G. Bacauan, Senior Study Director.
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Avcust 7. 1972
Dr. Jerarp G. BacHMax,
Survey Rescarch Center, University of Michigan.
Ann Arbor, Mich.

Drar Dr. Bacayax: Thank you very much for taking the time to
send me such a full response to my request for information on your
study. I am sorry to have taken so long to answer you, but the Summer
quarter finds me off-duty and away from campus.

I read carcfully your analysis of dropouts with special emphasis on
Chapter 8 of your book on the subject. With all due respect to the
generally high caliber of your effort, your conclusion that the dropout
does ?IOt suffer negative economic consequences is disproven by your
own data.

There exist two biases in your analysis with respect to their validity
in assessing the relative incomes that high school dropouts and gradu-
ates will receive. First, you did not adjust your earnings data for
differences in employment, so that the salaries that yon report are
representative only for emj)loyed graduates and dropouts and not for
high school graduates and dropouts generally. Since the graduates
showed substantinll{ higher employment than the dropouts, the aver-

age income received by graduates exceeds that of dropouts by about
13 percent at age 19 among your sample. Second, the difference in
incomes at age 19 will underestimate severely the differences in life-
time income, since the differential widens over the lifetimes of the
two groups of workers. Minimum wage legislation, uniform wage
agreements for positions of entry into many industries, and the fact
that the more lughly educated individual is more like y to encrifice
income at the beginning of his career by obtaining apprenticeships
and on-the-job training lead to very modest differences in salaries
between high school dropouts and graduates at the start of their
careers. But, over time, the training programs pay off and the grad-
uates are more likely to improve occupational attainments and earn-
ings, a fact that is reflected in all studies that have attempted to look
at age-earnings profiles.

The amount that an individual will earn during ary period will
depend not onl }lxpon his wage rate, but also on the probability of his
being employed. Two individuals with identical wage rates or salaries
will chow very different incomes if they experience very different em-
ployment levels. In calculating the salaries of dropouts vs. graduates,
you did not take account of the substantially poorer employment pic-
ture for dropouts; thus, you com&:ared the salaries of only the employed
individuals. That is, you found that among your sample of 19 year
olds the employed dropouts were receiving about $119 2 week while
employed graduates were receiving $112 a week. But your data also
show that while 87 percent of the graduates were employed, only 71

(69)
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percent of the dropouts were employed. After adjusting for this dif-
ference in the probability of employment it appears that the average
dropout in your sample could expect an income of only $84.49 a week,
in comparison to the average income of $97.44 a week that could be
expected by the average high school graduate in your sample. That
is, even at age 19 the high school graduate in your sample could expect
to receive about $650.00 a year, or about thirteen percent more than
the average dropout.
Yet, for the reasons that were specified above, these differences in
carnings at-age 19 understate severely the lifetime advantage in income
that the graduate holds over the dropout, for as census data show,
the magnitude of the difference rises over the life-cycle. In the most
extensive analysis of the education-earnings relation based upon data
from the 1960 Census, Giora Hanoch found that the difference in
annual earnings between high school graduates and those with 9-11
years of schooling was about $360 for men who were 1424 years old
(about 20 on the average) and about $860 for men who were 45-54
vears old among whites i the North. For whites in the South, Hanoch
found that the differential increased over the same age range from
$317 to $1440. These estimates were derived from equations which
used the wealth of information provided by the Census to control
statistically for differences in socioeconomic factors as well as other
influences. I would expect that if you were to do an analysis over a
larger number of years, you would also find an increasing dissatisfac-
tion among dropouts with reghard to their jobs and a higher perceived
relevance of high school as they suffered through the experience of
being passed over for job advancement and ineligible for further
forrlnal schooling. Their frustration probably increases over their life-
cycle. :
yIt is interesting to note that the Department of Labor sponsored 2
longitudinal study of youth at about the same time that you collected
your data. (Andrew Kohen and Herbert Parnes, Career Thresholds:
A Longitudinal Study of the Educational and tabor. Market Expe-
: rience of Y oung Male Youth.) As in your study, extensive measures of

socioecottomic status and a measure of mental ai:ihti;were included in
the survey and analysis. As you note in your report, Kohen and Parnes
found that graduates had hourly earnings about seven percent higher
than the dropouts, even though the dropouts had greater seniority in
the labor force by having left school at an earlier age. That is, even
without considering employment differences between the two groups,
the graduates had an edge in hiourly earnings. In a paper presented at
the 1971 Meetings of the American Educational Research Association,
Kohen reported the results of a sophisticated system of recursive equa-
tions that was applied to the data. He concludesg :

By far the strongest direct determinant of early labor market
Success among young men is the number of years of school
completed.

It was a consistently more powerful variable in explaining labor mar-
ket success thian mental ability or socioeconomic status among a sample
of young men who appear to be comparable to those that you used in
your study.
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You suggest in your letter and in your study that differences in em-
ployment (and ultimately earnings) between high school gradautes
and droponts are due primarily to differences in mental ability and
socioeconomic background. I assumed in my estimates that about 25
percent of the difference in lifetime earnings was due to these factors.
Eased npon the Kohen and Parnes results and those of half a dozen
other studies that I cited in my report, I must reject your assertion.
In order for you to test the effect of socioeconomic status and ability
on labor market ontcomes, you would have to construct a fairly so-
phisticated model that would take account of all of the variables and
their interrelationships. These linkages cannot be tested by post koc
partitioning of variances limited to a few variables since such an analy-
sis camiot possibly estimate the structure of the casual model that you
have in mind. When such models have been constructed, they have
not fond a substantial effect of ability and background on earnings
among men at the lower end of tha educational spectrum.

Beyond the matter of the returns to graduation, your letter raises
a number of important and interesting questions. I feel that you tend
to systematically understate the role of the school in allocating students
to their ultunate roles in life. For example. your implicit model is one
where you posit that test scores at tenth grade have no relationship to
previons schooling experience, and previous schooling experience has
no relationship to the socioeconomic origins of the child. Yet, studies
of the schooling process suggest that whether one compares different
schools or explores within a single school, the quality of the schooling
environment and the student’s experience differs systematically accord-
ing to the social class of the child. These differences are manifested in
terms of the composition of fellow students, school resources, and cur-
rienlum. and although the purpose of your study was not to scrutinize
careinlly the schooling process, vour lack of attention to prior school-
mg of cach student prevents your observing the role of schools in
“pushing-ont™ some students while providing more favorable expe-
riences for others. Your major question of whether dropping out is a
canse of later problems or a symptom of them can be answered by say-
ing that it is probably both. That is, nmany of the factors that lead
children tv do poorly in school also lead them to do poorly in society
(since the school reflects society in large measure in its unfairness to
persons drawn from “the other side of the tracks™”). Your tacit as-
sumption seems to be that schools are neutral about swho succeeds and
who fails. and mine is that the schools by their very organization are
more likely to select the poor for the role of failure than the rich. I
helieve that the preponderant share of empirical research in this area
wonld support my contention.
. Personally, I think that our socicty puts too much weight on school-
g as a requisite to later success. Yet, as I mentioned in my study, for

tter or for worse, the schooling of an individnal is crucial in deter-
mining his life chances. That is the name of the game and I can’t
change it. Aslong as our society places such a high premium on school-
Ing, we have to be deeply concerned abont the status of the 2 out of 5
nonwhites and 1 out of 5 whites who fail to graduate from high school.
Obviously, forcing them to remain in what are often hostile environ-
ments is not the answer. N evertheless, if there were a serious commit-
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ment to their cause. I believe that we could make schooling attractive
and relevant to their needs, Of cowrse, the fact that dropouts are
drawn primarily from the lower social strata suggests that such a
plan would not normally be supported by the more powerful constitu-
encies of our Nation. Yet, my study suggests that the wealthy pay for
inadequae schooling in the form of higher taxes required to support
welfare, police. and other government functions as well as in the tax
revenues that are sacrificed because of the lower earnings levels and
unemployment of persons with insufficient education. The present sys-
tem imposes costs on the entire society when any individual is under-
educated. These costs appear to be greater than the investment required
to improve the situation. .

You raised many interesting points in both your study and in your
letter, and I am indebted to you for them. I hope that we can meet

.

some time to discuss fqrther some of these ideas. I should benefit
greatly from such a meetmg.
Sincerely,

Hexnry M. Levin,
Associate Professor.
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Excerpts from

YOUTH IN TRANSITION, Vol. III, DROPPING
OUT—PROBLEM OR SYMPTOM?

By Jerawp G. Bacuatay, Swavzer GReeN, Inoxa D. WiRTANEN

INSTITUTE FOR SOCTAL RESEARCII
THE UNIVERSITY OF MICIIIGAN
ANN ARBOR, MICIIIGAN

Chapter 8

EFFECTS OF DROPPING OUT: OCCUPATIONAL
ATTAINMENTS

In the last cnapter we presented evidence that dropping out of high
school has little or no measurable effect on dimensions of personality
and behavior. To put it another way, it does not appear that dropping
out causes (further) loss of self-esteem, heightens delinquency, cor-
rupts values. or otherwise leads to undesirable changes in young men.

But there is another powerful argument used in the campaign to
prevent dropping ont—the economic argument. Dropouts are less
likely to find jobs, we are told; and the work they do find will offer
poor pay, low status, and unpleasant working conditions. This arg :-
ment usnally places little emphasis on what is actually tanght and
learned during the final years of high school, but focuses instead on
the high school diploma as a necessary credential.

In this chapter we will examine some evidence bearing on the eco-
nomic argumnent against dropping out. We will begin by examining
rates of employment and unemployment for dropouts versus high
school graduates. Then we will compare weekly incomes and occupa-
tional status. Finally, we will examine levels of job satisfaction and a
number of job characteristics. )

Our intention is not to provide accurate descriptions of “the average
dropout” or “the average high school graduate” in terms of employ-
ment experiences; limitations in sample size and response rates rule
out such descriptions.! Instead, our purpose is to provide a fairly clear
comparison and contrast of dropouts and graduates, in order to get
some indication of whether the high school diploma really does matter
in the world of work. For that reason we will be somewhat sclective in

* Such descriptions of the average dropout and graduate are reported peri-
odically by the Bureau of Labor Statistics, based on data provided by the Census
Bureau's Current Population Survey. See Young (1971) and Hayghe (1970) for
recent reports.
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defining analysis groups. Rather than covering the full range of ex-
periences of dropouts and graduates, we will concentrate on tie world
of civilian employment. In addition, we will focus on full-time (or
nearly full-time) employment, and set some upper and lower limits
on weekly income levels. These and other restrictions, described In the
following sections, serve to exclude some “s({)ecial cases” which might
prove inferesting as case studies, but woul tend to blur and distort
our comparison of dropouts and graduates.

Axarysis GroTrs

The final data collection in the Youth in Transition project took
place in June and July of 1970. During the six-month period prior
to that data collection, many of our respondents were primarily stu-
dents in colleges and universities and technical schools, some were n
military service, quite a number were employed in various occupations,
and a few were unemployed. An additional handful of respondents
spent the first months of 1970 in high school; some had “fallen be-
hind” in their progress toward graduation, others had dropped out
and later returned to school.

By the early summer of 1970, many of those who had spent the
preceding winter as students had foun jobs. Most had taken summer
jobs, but some (such as those newly graduated from high school or a
one-year technical program) were In brand-new “permanent” jobs. In
con uctinia comparison of the employment experiences of dropouts
versus high schoo %raduates, we felt it would be confusing to include
those individuals who had just left the role of student and were in the
first weeks of a new job or still looking for one. Accordingly, we have
limited our analyses in this chapter to those Time 4 respondents who
were not primarily students in the first months of 1970. This means
that we will not be considering the large group of respondents in post-
high school education (Analysis Group 3), nor will we be looking at
‘hos;ﬂf)ew who were still working toward their high school diplomas

11970.

HIGH SCHOOL GRADUATES VERSUS DROPOUTS WITHOUT DIPLOMAS

In Chapter 2 we identified two dropout groups, those who dropped
out of or Interrupted the usual school program but later attained ngh
school diplomas (Subgroup 1a) and those who, at the time of the data
collection in 1970, had not received diplomas %Subgroup 1b). In Chalp-

e

ters 3 through 7 we treated both dropout subgroups together, on t

grounds that they had much in common that set them apart from other
respondents. In the present chapter, however, the presence or absence
of a high school diploma is of central importance; therefore, it is no
longer appropriate to combine the two dropout subgroups. At the
same time, we do not feel comfortable about combining the small
group of “dropouts with diplomas” with the much larger group who
completed high school in the usual manner. Instead. we will simply
limit our anaTysis in this chapter to the two groups which present the
clearest contrast—those who completed high school “on schedule” but
did not continue their education beyond that point (Analysis Group
9) and those who dropped out and did not (as of mid-1970) have di-
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plomas (Analysis Subgroup 1b). (The “dropouts with diplomas”—
Analysis Subgroup la—are discussed in Appendix D.)

CIVILIAN WORK FORCE

With only a handful of exceptions, those Time 4 participants who
were not primarily students during the first half of 1970 could be
classified into one of three categories: those in military service, those
in civilian jobs, and those who were unemploved (including those who
were waiting to start new jobs and those who had been “laid off”” from
earlier jobs). Military service differs from the civilian employment
market in many ways, particularly where questions of emplovment
versus unemployment are concerned. Accordingly, we will limit our
;onsideration of employment to those respondents in the civilian work

orce.
SAMPLE LIMITATIONS: SOME WORDS OF CAUTION

At this point in our analysis we are dealing with only those respond-
ents who participated in the final data collection. In earlier chapters
we found that dropouts who continued their participation in the study
were quite similar in initial characteristics to other dropouts who did
not continue in the data collections (but who were identified by them-
selves or relatives or school records as being dropouts). We found the
same kind of similarity in other analysis groups, and concluded that
“within each analysis category there is little difference in backgreund
and ability between those who continued their participation thiough
Time 4 and those who did not” (Chapter 2). And in Chapter 7 we
saw that the personality and behavior scores at early data collections
were also, within each analysis category, similar for those who con-
tinued their participation in the study and those who did not.

The findings summarized above suggest that we are in a fairly good
Eosition to make generalizations based on the Time 4 participants;

ut now we must add a note of caution. In the present chapter we are
looking at dimensions that may be systematicallv related to a re-
spondent’s opportunity to continue participation in data collections.
For example, we may underrepresent those young men who moved to
geographically different areas in order to find employment. Thus, we
do not assume that our Time 4 data constitute a bias-free ssmpling of
fl}ehem loylment experiences of young men a year (or more) out of
high school.

A second, but related, caution has to do with our ability to draw
conclusions about causation. We found in Chapter 7 that dropouts
were different from stayins (and particularly college entrants) along
a number of dimensions, but that most of these differences were every
bit as evident at the start of tenth grade as later on after the dropping
out occurred. We thus felt confident in concluding that dropping out
was a symptom rather than the cause of these differences, since the
differences preceded the dropping out. This sort of analysis is not pos-
sible in the area of employment experience, since post-high school em-
ployment could not be measured for most respondents until the Time
4 data collection. Thus if we find different employment experiences for
dropouts versus high school graduates, we will still have to decide
whether the differences were caused by dropping out and the lack of a
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diplomny, or by those more basic factors which Jeg ing out. Of
Fourse, to the degree that we have measured the

18t give rise
8 droppmg ont, we will be ahe to lly. But as
“ha i . W i

So the problem
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This finding required us to deal with the question of causation raised *

carlier: we wanted to learn whether the lower employment rate among

dropouts was a direct recult of their dropping out, or s result of prior

;:}tl\ 1fnons—perhaps the same ones which led them to drop out of
ool.

A first step in answering this question involved predicting employ-
ment using the bac und, ability, personality, and behavior dimen-
sions which we earlier used to predict drogfing out. Preliminary
analyses of the 14 dimensions summarized in Chapter 6 indicated that
our most “eflicient™ prediction would involve just three predictor di-
mensions: socioeconomic level, the GATB-J test of vocabulary, and
the Gates test of reading skill3 A Multiple Classification Analysis
using these three variables to predict full employment yielded a mul-
tiple correlation coeflicient of .22, with R-squared equal to .049, ad-
justed for de of freedom. Thic means that we can account for
4.9 percent of the variance in employment when we take account of
socioeconomic level and test scores.

How well do we predict employment simply by knowing whether a
Young man is a dropout or a high school graduate? The value of Eta
for this relationship is .19, and Eta-squared is 037, indicating that we
can account for 3.7 percent of the variance in employment by dis-
tingmishing dvoponts from graduates. . )

'he next step required a Multiple Classifieation Analysis combin-
ing the dropout-graduate variable with socioeconomic level and test
scores as predictors of employment. The resulting muitiple correlation
coeflicient is 250, with R-squared equnl to 063, In other words, by
using dropout data plus family background and ability, we were able
to account for 6.3 percent of the variance in employment, and this
level of prediction 1s o bit better than we are able to do when using
dropout data alone, or background and ability data alone.

Now let us consider the relationship between background and abil-
ity, dropping out, and employment using the intcrveninf variable
model introduced in Chaptors 3 and 4. The upper part of Figure 8-1
presents the relatiorship schematically. The lower portion of the fig-
ure indicates how the explained variance is assigned. It must be
stressed that we present these figures primarily for their hewristic
value, not becnuse we feel that they fully represent the actual relation-
ships between background, ability, dropping out, and employment.
The model in Figure 8-1 indicates that some of the effects of family
background and ability are unique or independent of whether a young
man drops out (Arrow C), and'some effects of background and ability
overlap with dropping out (Arrow B). The unique contribution of
dropping out, the portion which does not overlap with family back-
gr{nuld agt} ability measures, is somewhat smaller than the other effeets
(Arrow A).

* The use of just three predictors was “eficient” in the sense that using more
than three predictors did not add enough new information to offset the additional
"noise‘;i or loss of degrees of freedom which resulted from having more predictor
categories.

<
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FIGURE 3-1

MODEL ILLUSTRATISG THE EFFE(TS OF FAMILY SCCIOZCONOMIC
LEVEL, ACADEMIC ABILITY, ALD DROPPING OUT C20% =M2LOTMINT

SEL (socio~
economic 1evel of
parents) PLUS
"ACADEMIC ABILITY

( DROPPING 04T S URULLe
absence of high a3} gy
school diplcza) BERLCRES

NOTE: This analysis deals with very szall
relatfonships. The figures are presented
primartily for their heuristic value.

EEfects of dropping out that are independent of SEIL plus
acadenmic ability

Joint or "overlapping" effects of SEL plus academic adbility
and dropping out, which ve interpret as the effects o SZL
plus academic ability operating through dzepping out 35 22
interveuning variable

Arrow € Effects of SEL plus acadecic ability that are indegeanlant

of dropping out

Arrows AdB:
Arrows 3HC:
Axzows AFBHC:

Total effects of droppiag out
Total effects of SEL plus 2cademic abiliey

Total effects of SEL plus academic ability and dfoppiag eut

Given the data presented in the text, we can fill in the model as folldws:

We conclude from this analysis that
to unemployment,

A¥B+C = 6.37% of variance in "full" employzent
(adjusted for degrees of freedez
A+B = 3.9 :

BHC = 4,97

Therefore:

A= 1,43
B =2,5%
C = 2.42

dropping out may contribute
but it makes a smaller contribution than family

background and ability. Even this conclusion may overrepresent the

importance of dropping S ¢
an inequality between our ability to measure

out as a cause of unem(i)loyn}ent, for thgre is
ropping out and our

ability to measure accurately and completely the causes of dropping
out. We can do a rather good job of measurm]g1 whether a young man

has dropped out or gra

uated—especially when we simply exclude

from analysis those whom we cannot fit clearly into one or the other
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cateory. But our measnres of socioeconomic level are far from per-
feet, and onr brief tests of veeabulary and reading skill leave much
to be desired. If our measnres of background and ability were as ac-
curate as onr distinctions hetween dropouts and graduates, we might
expect backgronnd and ability to be much more impressive as predic-
tors, and we might find still less unique prediction from dropping out to
uiemployment. Yet even if we had perfect measures of soctoeconomic
level and flawless tests of vocabulary and reading skill, there remain
other canses of dropping out, some of which we did not even attempt
to measnre. Just as family background and ability relate to both drop-
ping ont and unemployment, so may these other causes of dropping
ont also contribute to unemployment.

In snm, we conclude that dropping out probably makes it more
difficult to obtain emplorment ; however, the more important causes of
unemployinent are those pervasive differences in background and abil-
ity which precede and help determine the act of dropping out. To

ut it another way, dropping out may contribute to unemployment,
ut it is also a conveniently-measured symptom of more basic causes
of unemployment.

INcoME AxD StatUs

_According to the anti-dropout commercials, dropouts earn less than
hi=h schiool gradnates. In this section we check this assumption for
. nluponts and graduates working 30 or more hours per week in civilian
Jobs.

WEEKLY INCOME

A total of 62 droponts and 379 graduates in our sample were work-
ing 330 or more honrs per week at the time when they were interviewed.
The mean of weekly incomes reported by all dropouts was $136, while
that for all eraduates was $119. An examination of frequency distri-
butions for dropouts and graduates revealed that some of the apparent
difference hetween the two @roups was due to a few respondents re-
porting very high (orlow) incomes.* When the analysis was limited to
94 dropouts and 351 graduates who reported incomes between $50 and
$199 per week, the mean for dropouts was <119 and that for gradunates
was $112.

This finding of slightly higher incomes for dropouts corres nds
very closely to Project TALENT data indicating that annual salaries
for droponts avernged abont 4 percent higher than those of graduates
who did not continue their education after leaving high school. The
TALEXNT authors suggested that the difference was due to greaier
seniority for the dropouts—they had simply been working longer than
the graduates (Combs and Cooley. 1968). We examined this possible
explanation for our own findings by looking at mean dropont and
graduate earnings for those who started their jobs prior to 1969, dur-
ing 1969, or during 1970. A total of six different time periods was con-
sidered, as shown in Table 8-1.

* There is reason to question some of the very high weekly incomes reported by
a few respondents; they may have resulted from a misunderstanding of the
interview question.
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Tauce 8-1.—Mcan dropoul and gmd&ale‘ o;amingc classified by lengtk of time on
e j

{Main entires are weekly carnings at time of intcrview; parenthetical entries
are unweighted N's}

Date when respondent started job

Sep-
tember
January May  through January
through  tkrough De. through -
1968 and April  August cember April  May 1970
earlicr 1969 1969 1969 1970 and later
Dropouts... $130 $131 $145 s113 $99 $125
(9) (5) {6) (12) (14) (8)
Graduates. . $1i6 $125 $i14 113 $114 $io3
(23) (s) (92) (72) (94) (57)

_ The data in Table 8-1 indicate that 2mong those who had held their
jobs less than a year (since September. 1969), there was no consistent
difference in weekly earnings between dropouts and graduates. For
those who had held their jobs longer. dropouts had slightly higher
weekly incomes on the average.

_ Another possible explanation for the slightly higher dropout earn-
ings involves the numEer of hours worked per week—dropouts might
eravitate toward the kind of jobs that involve overtime work, especially
during the summer months. and this could have caused the difference
in weekly earnings between dropouts and graduates. An examination
of the interview data ruled out this hypothesis: there were virtually no
diﬂ'erenies between dropouts and graduates in numbers of hours worked
per week.

There is a danger that the above analvses of weekly income will be
misinterpreted. The average pay difference between dropoutsand grad-
uates is not at all large; indeed. it is not large enough to be considered
statistically significant.® The real point of this analysis is that dropout
incomes in our sample were not found to be lower than the incomes o‘
high school graduates. And this is. of course. not at all consistent wit
the anti-dropout commercials.

OCCUPATIONJL STATUS

The Duncan status coding for the occupations of dropouts and grad-
nates prodnced little evidence of differences between the two groups,
but what differences there were appeared to favor the graduates. Look-
ing at all fully-employed vespondents, the mean Duncan status code for *
dropouts was 22.3 and that for graduates was 24.9; when the analysis
was restricted to those reporting weekly incomes between $50 and $199,
the mean for dropouts was 21.5 and that for graduates was 25.6.

5 A recent report based on a longitudinal study by Parnes and his colleagues at
Ohio State University found a slight difference in the opposite direction : dropout
earnings averaged $2.98 per hour in 1968 while noncollege high school gradnates
averaged $3.18 (Kohen and Parnes, 1971, p. 75) .
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This status difference, like the difference in income levels between
dropouts and graduates, is not large enough to be statistically trust-
worthy; nevertheless, it is interesting, partly because it runs in the
opposite direction from the diference in income. It begins to appear
that the dropouts in onr sample were emploved in slightly lower status
occupations. but ones which paid fairly well. Now let us consider how
satistied they were with their jobs.

Jor CuaracterisTics axp Jor SaTisracrion

Early in the interview seement dealing with current jobs. the respon-
dents were asked a general gnestion concerning job satisfaction. Table
§-2 sunmisrizes the question. the response scale, and the answers given
by dropotits and graduates. Over two-thirds of both dropouts and
srraduates said that they were “quite satisfied” or “very satisfied” with
their work experience on their present job. The differences between
the two distribntions are not large enough to meet criteria of statistical
sigmificance: the small differences which do appear are in the direction
of wrreater satisfaction among dropouts.

TasLk 8-2.—Gen-ral raling of job satisfaction

{In pereent}

Dropauts Graduates
All things considered, how satisfied are you with
Your work experience on your present job:

Vervsatisfied. _ ______ .. _ ... 40 35
Quite satisfied. .. _ ... ... 37 3
Somewhat satisfied. . ... __.______.__._. i6 17
Not verysatisfied. . o ... ... ..__._..__._ 4 10
Not at all satisfied_._ ... ... .. ____.___. 1 4
Missing data. .o meoo. {2) {0)
Total . e 106 100

A faitly large number of items in the paper-and-pencil question-
naire dealt with specific chareeteristics of jobs. On the whole. the
responses to these items were not very different for dropouts versns
graduates. Some of the items dealing with job characteristics are
presented in Table S-3. Some of the response distributions are of
nterest even when they show no difference at all between droponts
and graduates. Other items do show some differences that are worth
noting. But we mnst add that any differences in this section must be
viewed as suggestive rather than conclusive: given the limits of
sample size in this phase of analysis, we cannot claim that distinc-
tions between dropouts and zradiates are statistically trustworthy.

Both droponts and graduates viewed their jobs as steady (item 2
in Table 8-3) and as providing good pay (item 9). On the other hand.
neither tended to describe their jobs as being clean (item 5) or as
having a lot of “class” in the eyes of their friends (item 10). The drop-
onts were a bit more likely than the graduates to view their jobs as
providing good opportunities for learning (items 3 and 13), skill

e




e o - e
D N e . e - W T e
S =

82

utilization (item 11), and advancement (item 6); but the dropouts
were also more likely to say that their jobs did not require them to
gake a lot of responsibility” (item 7) or “work too hard™ (item 4).
Both groups rated their jobs high in terms of having “nice friendly
people to work with,” but the graduates averaged higher on this dimen-
sion than the dropouts.

Tanre S-3.—Rating of Job CRaracteristics: Dropouts Comparcd icith Gradualcs

How true is this for your present job?

XNut Miss-
‘ery  Pretty  Alittle  atall ing
true true true true data
1. There’s no one to boss me on
the work oo ooocaaco 18 23, 29 22 )
- 9 21 26 38 36
2. It is steady, no chance of =
being laid off ..o —__ 40 32 16 S 6
3S 32 16 S 6
3. I can learn new things, learn
newskills. oo comccceeeeeee 34 33 16 9 S
31 25 29 9 6
4. I don’t have to work too hard. 15 . 45 25 11 5
2 37 32 14 6
5. It is a clean job, where I
don’t get dirty. ..o ccoce- 16 17 33 29 5
12 15 29 37 6
6. It has good chances for
getting ahead____ ... 30 32 25 8 5 .
28 25 26 16 6
7. I don’t have to take a lot of
responsibility - .- ccceccuee 17 22 32 22 7
. 7 23 37 23 6
8. It leaves me a lot of free time
todo what I wanttodo.__. 9 36 26 24 Y
6 26 38 24 6
9. Thepay isgood_<occcecaee- 32 38 17 S 5
22 35 24 14 6 )
10. It is a job that my friends . }
think a lot of—has class_ ... 5 21 46 22 5 .
7 19 36 33 6
11. It uses my skill and abilities— .
lets me do the things I can
dobest  wocooccecocaaaaaae 18 37 25 15 5 }
o The friend] . 18 23 30 23 6 H
12, re are nice friendly people i
. o work with. - ccccveecnan- 28 47 15 5 5
12 27 28 27 6
13. It doesn’t make me learn a
lot of new things._.a--—---_ 13 11 41 30 5
p 12 6

* 12 27 28

Note: Table entries arc percentages. Top row of each set presents data for
dropouts, bottom row of ench set presents data for graduates.

In sum, the picture presented in Table 8-3 is somewhat mixed. The
differences in job ratings between dropouts and graduates were not

large, nor did they consistently show one group to be more satisfied
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than the other. Once again, if we had to judge one group as showing
slightly meater job satisfaction than the otler. we would select the
droponts. The clearer and more important conclusion. however, is that
dropouts in our sample do not show lower job satisfaction thax
agraduates.

PERCEIVED RELEVANCE OF HIGH SCHOOL TRAINING TO JOB STCCESS

>art of the pepular argument against dropping out is that what one
learns in high school will be helpful in the world of work after high
school. \ fev of the questions about job characteristics dealt with this
issne as perecived by the respondents, and tiiey are summziized in
Table S—. Asthe 1:sults in the table indicate, th> dropouts saave racher
little credit to the high school for helping them do well on their jobs;
only ¢ percent said they had gotten any help nt ali from people in
school in gretting their jobs, and 45 percent claimed they could do their
job just as well without any high school education. Perhaps this sort
of resgonse is to be expected from dropouts, on the gromuls that they
would be motivated to rationalize or trv to avoid what Festinger
(1957} has termed “cognitive dissonance.” But the same argument of
avoiding cognitive dissonance would suggest that graduates should
rate their school experience as important in contributing to their job
success. In fact, however, the responses of graduates were not very
different from those of the dropouts. Only 13 percent reported help
from school in gettifig th-‘r jobs, and 29 percent indicated that high
school education was irrelevant for their job performance. Appar-
ently a good many young eraduates, as well as ropouts, found them-
sclves in jobs which they considered unrelated to things that are
learned in high school.

Tanve 8-4.—Perceired relerance of high school o success in present Jjob

Percentage frequencies

Dropouts Graduates
What I have learned in high school helps me to
do a better job:
Nery e 13 16
Somewhat true.... ... ____ "7 41 48
Notatalbtene. ... ___________ 777" 4] 30
Missing data..______________ ... "7"" 35 6
I could do my present job just as well without
any high school edueation:
Very tre o oo 45 29
Somewhat true._ .. ____ "7 28 35
Notatall true....________..___"°°°" 21 29
Missing data.._.__________.______._"°""°" 6 7
Did anyone in the high school ¥on attended help
Yyou to get your present joh?
Noo e .. Fmeemeemcmamm—————————— §4 81
Yes, I got alittle help from people at school. _ 7 10
Yes, I got a lot of hcip from people at chool. 0 3
Missing data ... ... 9 6
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Susratary aNp Evarvation

Most of the dimensions we have examined in this chapter failed to
show statistically significant differences between dropouts and grad-
nates. Ordinarily we tend to view the lack of significant ditferences
between groups as a rather disappointing finding in research. but
this is not an ordinary situation. It was expected that employed drop-
outs would earn less than graduates and be less satisfied with their
jobs: but this is not what we found. The small differences which did
appear along these dimensions tended to be in favor of the dropouts
as often as not. So we are left with the ceuclusion that dropouts scemed
just about as happy and well-off in their jobs as high school graduates
without further training.

But the other finding in this chapter is that unemployment was
higher among dropouts than graduates, and this certainly is consistent
with one part of the economic argument against dropping out. How-
ever, when we ask whether the hinger rates of unemployment result di-
rectly from dropping out and the lack of a diploma, the issue becomes
more complicated. We found that test scores and family sociocconomic
level were a bit more important than the high school diploma as pre-
dictors of unemployment: and low test scores and disadvantaged fam-
ily backgrounds were among the important factors leading to drop-
ping out. Thus is seems likely that much of the unemployment differ-
ence between dropouts and graduates was due to these earlier and
more pervasiye differences; those things which caused some young men
to drop out of school also made it difficnlt for them to get and hold
jobs. But it seems likely that dropping out and the lack of a diploma
added to these difficulties, particularly given the nationwide campaign
to discourage dropping out and to urge dropouts to return to school.

We noted earlier the Project TALENT finding reported by Combs
and Cooley (1968) that dropouts in their sample earned slightly more
than non-college high school graduates, a finding very similar to our
own. But the Project TALENT results in the area of unemployment
do not match ours:

In 1964, the employment rates of dropouts and controls were
quite similar. Ninety percent of the dropouts who did not con-
tinue their education after leaving high school were employed,

87 percent full-time, three percent part-time. Of the controls

with no further training, 89 percent had full-time jobs and

two percent part-time. (Combs and Cooley, 1968, p. 352)
How do we account for this difference in the results of two nationwide
studies of dropouts? First, we must note that there are surely differ-
ences between the employment market for young men in 1964 and that
in 1970. In addition. there are differences in research design and pro-
cedures between Project TALENT and Youth in Transition. Perhaps
there ave sufficient reasons for the difference in findings. Yet still
another difference is worth noting: between the start and the end of
the 1960°s we have scen an increasingly vigorous campaign against
dropping out. Perhaps the differences between the TALENT findings
and our own data on dropout unemployment reflect, at least to some
degree, a2 measure of the “success” of that, campaign as a self-fulfilling

prophecy.
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In concluding their dropout article based on the Project TALENT
data, Combs and Cooley made the following observations:

Onc of the reasons for undertaking this dropout investiga-
tion was to try to develop data about droponts for use in high-
school guidance. It was hoped that the results wonld reveal
that the noncollege high school graduate (the control) was
much better off than the high school dropout as far as future
employment and earnings are concerned. Large differences in
this area might help to dissuade some students from leaving
high school before graduation. Although there are other cul-
tural advantages in continued education, snch practical data
would probably have a more direct impact on potential drop-
outs,

Unfortunately. the results were not consistent with these
expectations. Not only were the male dropouts earning as
much as the controls, but they had been earning it longer.
Thus, economically. the dropont was certainly at an advan-
tage over the student who stayed to graduate. Of course, it
must be remembered that when the follow-up data were col-
lected. the dropouts were only about 19 years old. Many of the
consequences of leaving high school prior to graduation may
not become apparent until later life. (1968, pp- 361-362)

On the whole, our findings are like the TALENT results in suggest-
ing that the economic disadvantages of dropping ont may not be so
severe after all. Of course, onr data are also based on young men abont
19 years old: thus tke above qualification about possible later conse-
quences of dropping out must be applied to the findings presented in
this chapter.

It was hoped that the TALENT findings would provide solid data
to support the campaign ngainst dropping out. But the results did not
work out that way, as the authors clearly acknowledged. The cam-
paign has gone on, nevertheless, and with a good deal of success. s
we shall see in the next chapter, many dropouts have been persuaded
by the economic argament and have reached the conclusion that.they
made a great mistake in leaving high school. It is ironic thit most of
our %in(.lings. like those from Project TALENT, fail to support that
conclusion.
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' Chapter 10

DROPPING OUT IS A SYMPTOM: SUMMARY,
QONCLUSIONS, IMPLICATIONS

Dropping out of high school is overrated as a problem in its own
right—it is far more approgriately viewed as the end result or symptom
of other problems which have their origin much earlier in life. The
difficulties experienced by the dropouts we studied—the low aspirations
and accomplishments, and even the limitations in self-esteem and self-
concept—were already present or predictable by the start of tenih
grade, and there is little evidence that dropping out made matters
worse.

A related conclusion is that educational attainment is a continuum,
with high school dropouts at one end of the scale and college entrants
at the other end. “Dropout statistics” can be terribly misleading if
they simply conirast dropouts with all those having a high school
. diploma. Along most of the dimensions we have examined., the largest
distinctions are associated with college entrance rather than high
scheol graduation. -

The statements above were not views which guided this research
effort from the start; rather, they represent our conclusions based on
the evidence presented in considerable detail in earlier chapters. In
this final chapter we review and discuss that <vidence briefly, and
consider some implications. Our style here is less technical than in
earlier chapters, and perhaps somewhat more argumentative, for our
findings lead us to advocate substantial changesin attitudes and policies
toward “the dropout problem.”*

How Sorm Is Our EvipeExce?

Our conclusion that drogging out is primarily a symptom rather
than a basic problem may be surprising and perhaps also disconcert-
ing. Certainly it runs counter to the conclusions of some (but not all)
other researchers, as well as the “anti-dropout campaign” being waged
on radio and television. Thus it seems appropriate that we look back
over the research design which led us to this view, and ask whether
our evidence really is solid.

THE “BEFORE-AND AFTER” TYPE OF RESEARCH DESIGN

The Youth in Transition study was designed specifically to measure
changes over time—especially changes that result from dropping out

1mhose wishing a step-by-step summary of our analyses and findings may wish
also to review the summaries at thg ends of the chapters.
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of high school. In order to assess such changes, it is necessary to follow
a group of respondents for some extended period and collect the same
kinds of data from them at several points in time. In our case, the
respondents were a nationally representative sample of young men ;
they completed literally scores of interview items and questionnaire
4 scales at each of four d}:,lta collections spaced over a period of nearly
' four years. . .

This type of design is conceptually stmple and straightfoiward,

and uniquely well suited to the job of distinguishing causes from
eflects. Unfortunately, it is also time-consuming, expensive, difficult
to administer, and thus quite rare.
: The more typical source of dropout data is the “after-onl 37 design
in which those who have already dropped out are compared with those
who remained in school. In some instances the stayins are “matched”
to the dropouts in terms of family socioeconomic level, test scores, and
other characteristics. Nevertheless, we can be sure that the groups were
far from perfectly matched—some prior differences existod which Jed
certain individuals fo drop out while others remained in sclwol. This
leaves us fovever in doubt about the results of an “after-only” study,
beeanse what might appear to be reswults of dropping out could actvally
e among the causes.

Our own findings, like the typical “after-only” study, found that
dropouts were diffcrent in some respects from stayins—especially
: those who entered college. For example, the average level of delin-
quency reported by dropouts was much higher than that for stayins.
But wl;ich came first, the dropping out or the high level of delin-

uency ?

1 Becanse ours was a “before-and-a fter” design, we were able to show
that in nearly every case a difference which turned up at the end of
the study was present and equally strong at the start—before the drop-
ping out occnrred. Again taking delinquency as our example, we found
that dropouts were above average in delinquency throughout the en-
tire study, and there is no indication that this elinquency increased
as a result of dropping out.

A T

o

Droreine Our Is A SyyproM oF Oriier PropLEMS

. What are the underlying problems signified by drapping out ? Stated
In most general terms, the problems involve a serious mismatch be-
tween some individuals and the typical high school environment, More
sggc_lﬁcally, dropping out is symptomatic of certain background and
ability characteristics, school experiences, and traits of personality and
behavior. Let us review some of these dimensions,

FAMILY BACKGROUND FACTORS

Most important among family background factors that predict to
dropping out is socioeconomic level (SEL) ; the lower the family SEL,
the more likely a boy is to become a dropout. It is worth noting that
two of the six ingredients in our composite measure of SEL are father’s
and mother’s education, and a good many parents (about 40 percent )
had not finished high school. Thus it appears that if a boy is the son of

dropouts, * » stands a better than average chance of becoming a drop-
out himself,

>
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Dropping out is also more frequent among boys from large families
and those from broken homes. These relationships are reduced but not
eliminated when SEL is controlled statistically.

One other family background characteristic is worth noting in this
review. Dropping out occurs more frequently among those Loys report-
ing a high level of parental punitiveness. Since the punitiveness meas-
ure was obtained m 10th grade, before the dropping out occurred,
it is tempting to argue that parental punitiveness is among the direct
causes of dropping out. This may indqed be true, but it is not the
only plausible exp?anatiox} for the relationship. It would be naive to
suppose that punitive action by parents is not influenced by the be-
havior of their children. And some of the behavior patterns which
provide the best predictions of dropping out—such things as poor
school performance and high levels of delinquency—are the very
kinds of behavior likely to produce a punitive reaction from parents.
Perhaps it would be best to say that parental Punitiveness is part of
the mix of forces that precede dropping out, and it may often be
both a reaction and a contributing factor.

ABILITY LIMITATIONS

It is no surprise to find that those boys who later becane dropouts
tended to score below average on the tests of intelligence and academic
ability that, were administered at the start of the study. What may be
surprising is that the differences are really not very Iarge (about the
equivalent of five IQ points, on the average) between dropouts and
those stayins who did not £o on to college. The much larger differ-
ences appear between those boys who later went to college and all
those who did not. ~

PAST SCHOOL FAILURE

Two of the most important predicators of dropping out sre poor
classioom grades and being held back. We estimate the dropout ru.e
to be about 40 percent among those boys who have failed a grade in
school, in contrast to 10 percent among those never held back.

Would dropout rates go down if teachers simply refrained from
giving low grades or holding back students who are having difficulty?
This is a complex issue, and one that cannot be resolved within the
limits of our present design. The poor grades and failures may simply
be indicators of a more fundamental mability (or unwillingness) to
do well in an academic setting; if so, removing those symptoms might
do little to change the underlying realities—mcludine dropout rates.
On the other hand, there is a large measure of visibility involved in
poor grades and especially in being held back; it may be that such
events have a tendency to function as self-fulfilling prophecies—with
both the student and his teachers coming to feel that “he just isn’t cut
out for school work.” In addition, the failure experiences in school
may lead to feelings of shame and eventually precipitate “fight”
and/or “fight” reactions—reactions such s rebellious behavior in
school and dropping out.

We have merely touched on what is surely a basic issue in educa-
tional philosophy—the damage that may be caused by early experi-
ences of failure. Other longitudinal studies, ones that start with young-
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sters at the beginning of elementary school or even earlier. might help
to resolve such issues,

REBELLIOUS AND DELINQUENT BEHAVIOR

We have already roted that boys who become dropouts are more
likely to have a backaround of delinquency. The study included sev-
eral measures of rebellious behavior in school. and delinquent beLavior
both in school and outside of school. The results consistently indicate
that the boy who is likely to drop out is above average in rebellious
and delinquent behavior. Moreover, this is the one sof of dimensions
on which the dropouts reallv stand apart from all other respondents.
(Along many other dimensiops, the distinction between droponts and
stayins is less important than the distinction between those who do
and do not enter college.)

How shall we account for the fact that delinquent boys are much
more likely to become dropouts? One rather obvious explanation is
that hoys wk- manifest rebellious and dalinquent behavior in school
are likely to be expelled ‘or be invited to leave “for the zood of the
school.” As some of the ancedotal evidence in Chapter 9 indicates, n
number of dropouts could also be called “push-outs.” But others leave
in the absence of such coercion. and sometimes they leave in spite of
pressures fron parents and teachers to remain in school. Perhaps for
some of these boys, dropping out is itself a form of rebellions or de-
linquent, behavior—just one more instance of doing what authority
fioures tell them not to do. Whatever the eansal dynamies, it is clear
that an established pattern of rebellious and delinquent behavior is
often a precursor of dropping out.

OTHER DIFFERENCES BETWEEN DROYOUTS AND STAYINS

Are there other “personality” characteristies which distineuish
those boys most, likely to become high school dropouts? A number of
relevant dimensions were e.camined : the results. while not as strong as
some reported above, suggest that the potential dropout is (a) lower
than average in self-esteem, needs for self-development, commitment
to social valnes. and feelings .€ personal efficney: and (b) hisher than
average in somatic symptoms 1.°d negative affective states. The puten-
tial dropout is also lower tha 1 average in occupational aspiration.

All of the findings summaizec thus far fit the stercotype of the
dropout as n “loser”—a vonng min who is delinguent. low in self-
esteem, lacking in ambition. and “uable to control his own destiny.
But there are two cautions to be kejn in mind : First, the dropéut was
a “loser” long before he dropped o it—: opping out is the symptom,
not the cause. Second. a number of hese di.¥erences which appear “on
the average” are not reallv very lar ae; there is a substantial range of
overlap betwecn dropouts and sta; ins—especially those stayvins who
do not go to college.

EpuvcarioNar, Arran MExT Is o Cox TINUUM
Each of the dimensions descrioed above predicts .ot only dropping

out but also college entrance. Jf those lowest in so ioeconomic level
and academic ability are most 1 kely to become droponts, those at the
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highest levels are most likely to enter college. A glance at Figure 6-1
will confirm that dropouts are consistently at one end of a scale while
college entrants are at the other.

We take this pattern of findings as confirmation of our view tl.at
educational attainment is best studied as a continuum. Further sup-
port is provided by & series of multivariate analyses reported in Chap-
ter 6. A three-level continuum of educational attainment, with dro{)outs
at one end and college entrants at the other, proved to be more “pre-
dictable” as a criterion than any two-way classification of dropouts
versus stayins or college versus non-college.

These findings make sense conceptually. As we argued in Chapter 1,
those who feel willing to invest their energy in education as a key to
later success are not only less likely to be high school dropouts, but
also more likely to extend their education beyond high school. Like-
wise, those who find education intrinsically satisfying are least likely
to drop out and nost likely to enter college.

In short. there are both concepiual and empirical reasons for treat-
ing educational attainment as a continuum. Moreover, it makes a great
difference-in any study of dropouts whether the comparison or “con-
trol” subjects include all stayins, or only those stayins who did not go
on to post-high school education. Why should this matter? Becanse
in most respects dropouts are not so very different from those who end
their education with high school graduation; it is more often the ones
who go on to college who really stand apart. And this relates directly
to our current campaign to persuade young men (and young women)
to stay in high school. : . .

The basic thrnst of the “anti-dropout campaign® seens to be this:
Stay in school long enough to get your high school diploma—your
chances of “making it” will be much better. But if the really important
educational threshold is college entrance rather than high school grad-
uation, then the “stick it out until the end of high school” approach is
highly deceptive. One could argue. of course, that graduating from
high school is o prerequisite for college entrance. and the “finish high
school™ messnge is a necessary first step..In our view that argument
misses the point in at least two ways. First, the idea of college usually
is not. even mentioned in anti-dropout commercials. Yet it would seem
foolish to persuade a potential dropout to stick it out just to the end
of high school and then fail to tell him that he really ought to be gear-
ing up for college. Second. even if potentinl dropouts were clearly
shown that college is the real issue, their limitations in ability, past
school performance, and attitudes toward school make them very poor
prospects for a successful college experience. There are exceptions to
this general pattern, and some Txigh school dropouts later go on to do
very well in llxigher education. But these are indeed the exceptions, and

it seems unwise to build our policy around them.

Dors Droering Our Rearny Coanee ANyriing?

We said at the start of this volume that an effort to persuade in-
dividuals to stay in (or return to) high school must be based on the
proposition that things et worse for individuals who drop out—and
that this happens as a consequence of dropping out. In Chapters 7 and
8 we presented a good deal of evidence bearing on this issue. Some

~.
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findings were clearer and more conciusive than others, but the overall
impression to be gained from the data is that dropping out does not
change things & great denl—at Jeast not in ways that are apparent by
the time a young man reaches the age of 19 or 20.

CHANGES IN PERSONALITY AND BEHAVIOR

In Chapter 7 we exaniined more than a score of personality und be-
havior dimensions, measured over a period of nearly fonr years. We
found changes along some dimensions, For example, sclf-csteem
showed some upward trend for all educational subgroups (see Fig-
ure 7-1). But the self-cstcem increases were actually a bit larger than
average among dropouts and those high school graduates who did not
enter college—Nhardly evidence that dropping out has harmful effects
on self-esteem. Along a few other dimensions the changes could best
be described as a convergence—n blurring of distinctions that were
clearer back at the start of tenth grade. For example, along a scale of
social values the enllege entrants showed a slight drop over time, while
the non-college groups—both dropouts and stay-ins—showed a very
small increase: the college entrants were still a hit higher than the
others at the end of the study, but the differences had grown smaller.

We have noted several instances of modest change, but the more
fundamental conclusion from Chapter 7 is that there are very few
changes of any consequence and virtually none that would support the
argument that dropping out damages a young man’s “mental health”
and his commitment to society’s values. This conclusion is based on
n wide variety of scales including self-esteem, feelings of personal ef-
ficacy (internal control), negative affective states, somatic symptoms,
aggressive impulses, needs for self-development and self-utilization.
social and academic values, attitudes about government and public
issues. delinquent behaviors, and occupational aspirations.

EMPLOYED VERSUS UNEMPLOYED DROPOUTS

An examination of employed versus unemployed dropouts, while
hased on only a limited number of cases. led to essentially the same sort
of conclusion as did our other findings. We found self-esteem lower and
delinquent behavior higher among the unemployed dropouts when
compared with droponts who were working. But which is cause and
which is effect? Did the unemployment lead to the lower self-esteem
and higher delinquency, or is it the case that young men with patterns
of delinquent behavior and low self-esteem are less likely to E:
keeps jobs? Of course, these two lines of causation are not mutually
exclusive, and it could be the case that both are at work in a kind of
vicious cvcle. But our longitudinal data suggest that this is not the
most likely explanation. We found that differences which were evident
at the end of the study had been there all along, and were just about
as large at the beginning (when all wore students in tenth grade) as
they were at the end. Thus it seems clear that the low self-esteem and
high rates of delinquency came first, and should not be viewed as the
unfortunate results of dropping out an”’ being unemployed.
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ARE THESE MEASURES VALID?

Most of the ineasnres of personality and behavior dimensions showed
little systematic change over time. We have taken the view that this in-
dicates a good deal of stabil ity in these characteristics. But an alterna-
tive interpretation might be that the measures are simply no good—that
they do not show changes because they are not measuring what they
are snpposed to measure. This argument would be plausible if we had
fouid.no relationships at all using onr measures. But the fact of the
matter is that we did find consistent and theoretically sensible differ-
ences beween dropouts and stayins, and between those who did and did
not enter college. In our view these differences constitute further evi-
dence for the “construct validity” of our measures, because they show
the kinds of differences that would be predicted in advance. It is not
that our measures failed to “work™—they simply failed to indicate
that dropping out ckanges a boy in any very fundamental way.

Of conrse, most of our measures were not specifically designe to
reflect changes. Although the research design was developed to show
changes and to separate canses and effects, the measures were in most
cases ones which had been developed to tap more-or-less stable person-
ality characteristics or behavior patterns. An alternate approach
m}%ht have been to try to develop measures for the specific purpose of
reflecting change. with items selected for their instability rather than
their stability. This was not a feasible alternative in the Youth in
Transition study; given the wide range of measures included and the
limited time and resources available for instrument development and
validation, we chose the course of using established measures when-
ever possible. But even if it had been possible to develop measures of
less stable or more changeable personality characteristics, it is not clear
that this -ould have been appropriate for onr purposes. After all,
one cannot have it both ways. If 2 major environmental shift sich as
dropping ont of school is supposed to produce real changes in self-
esteem and delinguent behavior, and if these changes really do matter
in the long run, then such changes ought to manifest themselves in the
basic dimensions of personality and behavior, not simply snperficial
ones. In retrospect, the use of fairly stable measures in the Youth in
Transition study seemed appropriate, particnlarly for this study of
droponts. Once we were able to identify those who dropped out, we
found that our measures were successful in revealing many of the dif-
ferences we had been led to expect; what was less expected was the
finding that those differences were relatively stable ones which were
evident long before dropping ont occurred.

OcCUPATIONAL ATTAINMENTS OF Drorours

In many ways the heart of the argument against dropping out is
that those without a high school diploma are less likely to get jobs,
and the jobs thev do succeed in getting are relatively unattractive and

rly paid. This economic argument places heaviest stress on the
value of the high school diploma as a ¢redential—an admission card
into the world of work.

Our findings on occupationul attainments of dropouts versus high
school graduates are presented in Chapter 8, and reviewed briefly be-
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low. First a brief note on methodology is in order. We argued earlier
in this chapter that a “before-and-after” type of longitndinal design
is well snited to measnring change and separating cause from effect.
That argument holds true when it is possible to make repeated meas-
ures of the same dimension. It was meaningful to measure dimensions
such as self-estcem and delinquent behavior at all four data collections
in our study, and this enabled us to examine whether dropout /stayin
differences were already evident before the dropping out actually oc-
anvred. But this form of analysis is not workable when we focus onr
attention on employment. While some of our respondents held part-
time jobs at the start of tenth grade when we first interviewed t?lem,
we cannot make a clear comparison between such jobs aud later full-
time post-high school work. At the second and third data collections
some dropouts were holding jobs, but their jobs conld not he compared
meaningfully with the part-time jobs held by some of the stayins. The
only sensible tiwe for comparing employment experiences of dropouts
and stayins is after the stayins have completed high school—in our
case, the fonrth and last data collection. And this means that we have
in many respects an “after-oniy™ type of research design when it comes

to studying employment experiences. Thus when we find differences
between droponts and stayins, we will still have to ask whether drop-
ping out was truly the cause of the diffc - ce, or only another symp-
tom. )

RATES OF E3PLOYMENT

Limiting our analysis to those in civilian life. we found that among
dropouts without diplomas a total of 71 percent were employed 30
hours or more per weck (at the time of the final interview) : the com-
parable figure was 87 percent for high school graduates (i.e., those who
were not dprimarily engaged in post-high school education). This find-
ing wonld surely appear to justify the anti-dropout commercials which
claim that “your cgancos of being unemployed are doubled if you quit
school before graduating.” :

But let us take a closer look at that claim. The clear implication is
that drogping out causes the high rate of unemployment. But when
we consider that dropouts achieve relatively low scores on tests of in-
telligence and intellectua? skills, and when we further note that. the
dropouts come predominantly from lower socioeconomic levels, we mnst
ask: Is drepping out the cause of greater unemployment, or is it pri-
marily a symptom of other more basic factors that cause unemp oy-
ment. A partial answer to that question can be obtained by considering
the extent to which we can predict unemplovment. nsing onr measures of
family background and ability. The results of th’s analysis indicate
that we can do a better job of predicting unemployment using back-
ground and ability measures than by using dropout data. but we can
make the best predictions if we use both kinds of information. As we
stated in Chapter 8, we conclude that dropping ont probably makes
it more difficult to obtain employment; however, the more important
causes of unemployment are those pervasive differences in background
and ability which precede and help determine the act of dropping ont.

Thus while unemployment rates may be twice as high among drop-
outs as among stayins, it is very misleading to claim that the act of
dropping out will double a young man’s chances of being unemployed.
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That difference in unemployment rates is caused primarily by family
background and ability factors, and these things are not changed when
a young man drops out of school.

LEVELS OF INCOME AND JOB SATISFACTION

When employed dropouts were compared with employed high school
graduates, we found their weekly income levels to be nearly identical.
(Actually, the small and statistically untrustworthy difference which
did appear was in favor of the dropouts, who earned a few dollars
more per week than the high school graduates.) One might attribute
the lack of an income advantage on the part of high school graduates
to seniority differences—they had been on the job for a shorter time
than the dropouts. But even after we matched dropouts and graduates
according to length of time on the present job, we still found no ad-
vantage on the part of the graduates. We cannot, of course, answer
the argument that the long-range earnings of duates will be
higher—at least not without fnrther follow-ups of the Youth in Tran-
sition respondents. But we can say that in the short run there is little
justification for the assertion that droponts who do get jobs will earn
less than their connterparts who finished high school.

There is also little justification for the view that droponts get less
satisfying jobs. Three-quarters of the dropouts rated themselves “qnite
satisfied’” or “very satisfied” with their jobs, while two-thirds of the
eraduates expressed similar levels of satisfaction. Additional vatings
of job characteristics, reported in Chapter 8. showed little in the way
of consistent differences between dropouts and gradnates; certainly it
was not the case that droponts showed less job satisfaction than
graduates.

Intenicatioxs oF Tuis Researcn

Droponts, like unemployed workers or highway fatalitics. make
wonderful “statistics.” It is hard to measure learning very well, and
even harder to measure such nebulous concepts as self-estcem and/or
self-development. By comparison, it is a simple matter to measure
dropping ont; and statistics on dropout rates can be communicated
easily to voters, school board members, legislators, and (as we saw in
Chapter 1) leaders in the national administration. Thus the tempta-
tion is to treat dr;)e[()ll)ing out as if it were a problem in its own right—
something to be reduced and eventually eliminated. Everyone agrees
that highway fatalities are tragic and should be reduced. Is it not the
same for dropping out of school ?

We have argued that it is not the same, for dropping out is not pri-
marily a problem in its own right, but rather 2 symptom of other prob-
lems or limitations. Treating a symptom may be easier—and in the
short run perhaps more satisfyine—than treating the underlying
problems. Nevertheless. it may in this instance do more harm than
good for two reasons. First, the treatment has some unpleasant side
effects, as we shall try to pomnt out in 2 moment. Second, treating the
symptom may distract us from the more basic problems.
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CURBING THE “ANTI-DROPOUT CAMPAIGN”

Over the past deeade it has been a part of the national educational
poliey to try to prevent dropping ont of high sehool, and that policy
has heen reflected in what we have ealled the “anti-dropout eampaign »
In our view that eampaign ought to be sharply curtailed, for at least
three reasons:

1. There is little evidence to support many of the claims of the
anti-dropout campaign, and what evidence there is has sometimes
been badly abused in order to make it more eonvincing. The “after-
only” eomparison of dropouts and stayins (sometimes !l stavins,
ineluding those who go on to eollege) “ean be terribly misleading,
for the implication is clear that if the potential dropout only stays
in school then he can be just like the rest of the graduates. In faet,
it simply is not so; by the time he reaches tenth or eleventh grade
the potential dropout usually has basic problems and limitations
that will not be “cured”™ by another year or two of high school.

2. Meanwhile, the eampaign is giving dropouts a bad name.
Most dropouts have become convineed that their aetion was prob-
ably a mistake, and that eventually they had better complete work
fora diploma. They feel that their parents, and often other people
whose opinions matter, disapprove of their dropout status. We
speeulaied in Chapter 1 that the anti-dropout eampaign may have
some features of a self-fulfilling propheey; one of the side-effeets
of downgrading the status of dropouts may be to eneourage em-
ployers to make the diploma a requirement when it need not be.

3. The anti-dropout eampaion ean have the eftect of eroding
credibility. No doubt some young men are persuaded or partly
persnaded by it; but one wonders how many others see througil
the oversimplifieations and beeome still more skeptieal and
“turned off” by what they perceive as propaganda. This is not
simply a matter affecting potential dropouts; nearly everyone is
exposed to the television campaign, and many of our brightest
and most pereeptive voung people may view it as one more in-

stance of heavy-handed manipulation by “the establishment.”

We cited in Chapter 8 a report of dropont research that was under-
tuken to provide data for use in high sehool guidance. The summary
comments by the authors are so relevant to the present discussion that
we will repeat them briefly here:

It was hoped that the results would reveal that the non-
college Ligh school graduate (the control) was mueh better off
than the high sehool dropout as far as future employment and
earnings are coneerned. Large differences in this area might
help to dissnade some students from leaving high school be-
fore graduation. . . .

Unfortunately, the results were not consistent with these
expectations. Not only were the male dropouts earning as

much as the controls, but they had heen earning it
longer. . . . (Combs and Cooley, 1968, pp. 361-362)

It had been koped that the dropouts would look bad so that the evi-
denee, might be used to dissuade other potential dropouts, but wn-
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fortunately the data did not conie out that way. To the authors’ credit,
they reported their unexpected findings in a clear and straightfor-
ward manner. Nevertheless the anti-dropout campaign continues un-
abated, leaving us with a nagging question: Why should ve sponsor
reséarch on “the dropout proﬁlem” if we have already made up our
minds about the matter, and if we are going to campaign against drop-
ping out no matter how the research comes out ?

TIIE NFED FOR EARLY INTERVENTION

We said at the outset of this chapter that dropping out is a symptom
which signifies a :aismatch between certain individuals and the typical
high school environment. In principle, the mismatch could be resolved
by (a) changing the individuals so that they are better able to fit into
the high school environment, (b) changing the high school environ-
ment, or (c) changing both. We think there is room for change on
both sides.

Among the important clements in the mismatch between potential

.dropouts and the high school environment are individual limitations
in academic ability, past scholastic failure, and patterns of delinguent
behavior, These are not problems that are likely to be resolved in high
school, and simply persuading a young man to remain through the
last year or two of school is not going to make much of a difference
along these dimensions. But early intervention, in elementary school
and perhaps much earlier, may overcome many of the problems which

are deeply ingrained by the time an individual is ready to drop ont of
high school.

TWELVE YEARS OF SCHOOLING—IS IT IDEAL FOR EVERYONE?

Even if we hope eventually to reduce or eliminate experiences of
early school failure and other problems which are presently associted
with dropping out, it is still, worth asking whether our currvent ap-
proach to high school education is ideal. Is it clear that we should
prescribe twelve or more years of uninterrupted schooling for vir-
tually all young people in the United States? The campaign against
dropping out seems based on the assumption that everyone needs at
least twelve years of formal education. But the research reported here
has led us to question that assumption. We have found that some
young men can manage reasonably well on the basis of ten or eleven
yvears of education. Perhaps others would do so if they were not

randed as “dropouts.” )

Certainly there are alternatives to a twelve-year diploma; perhaps
one based on ten years would be sufficient. Young people wishing to
enter college might spend the years equivalent to grades eleven and
twelve in publicly supported college preparatory academies. Others
might enter one-year or two-year vocational training or work-study
programs; some such programs could be publicly operated. and some
might be privately operated in conjunction with a system of publicly-
supported tnition vouchers. Still other young people might choose
to go directly into the world of work after their tenth-grade gradu-
ation—some to return to part-time or full-time education after a year
or two or three. The recent growth of community colleges with their
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wide-ranging course offerings, flexible time schedules, generous en-
rollment policies and low tuition rates suggests that there is a growing
need for this sort of educational freedom of opportunity.

In a world of rapidly changing technology with its emphasis on
continuing education and periodic retraining, there is less and less
reason to maintain the traditionally sharp boundarv between the role
of student and the later role of worker, Shortening the preseribed
minimum period for full-time uninterrupted schooling might be a
positive step toward new patterns of lifetime edveation in whieh in-
dividuals can choose for themselves among a wide range of “cduca-
tional life-styles.” If such changes would reduce the credential value:
attached to hiah school diplomas, all the better. One of the fortunate
side effects of the anti-dropout campaign has been the tendency to
confuse education with credentials; any step in the opposite direction
could have a salutary effect on our whole educational establishment.

The above notions are speculations triggered by some of our find-
ings; we are not presenting them as thoroughly researched proposals.
Our purpose is simply to illustrate that there are potentially viable
alternatives to the traditional twelve-year program of studv which
we now urge upon practically every teenager. The basic point, in our
view. is that such alternatives should be given serious consideration.

CoxcropiNg CoMMENTS

We began this research with the recognition that a number of very
different outcomes were possible. We might have found predominantly
“bad” effects from dropping out, and then we would have concluded
that vigorous efforts to discourage dropping out are warranted. But
thisis not what we found.

At the other extreme. we might have found mostly “good” effects
from dropping out, leading to the conclusion that dropping out should
be encouraged among those having difficulty in high school. But this
is not what we found either, and thus we must stress that we are not
encouraging young men to drop out of school.

Our findings indicate that dropping out is neither especially “good”
nor “bad.” We find it to be a symptom, rather than a cause of new
troubles or a cure for old ones.

We have stated these conclusions based on the evidence presently
available. At the same time we recognize the limitations of a study
which follows young men only until the age of 19 or 20. We are hope-
ful that further follow-ups of the Youth in Transition respondents
will be possible, thus permitting an assessment of dropouts and stayins
in their mid-twenties and perhaps still later.

Meanwhile, however, we must work with the findings at hand. Given
those findings, we propose the following: (a) The anti-dropout cam-
paign should be sharply curtailed. (b) Greater emphasis should be
placed on early school and pre-school interventions. (¢) The range of
educational options for young people aged 16 to {8 should be broad-
ened, and serious consideration should be given to reducing the num-
ber of years necessary for attaining a high school diploma.
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