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RESEARL"I'! ISSUES N 'I‘HE ECONWICS
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A Economic gmth end public education ate two areae which in recent; ,
: . , _
' yeere have been the objeote qf increaeing intex‘eet. and concem. me

. ’_E.:l ]

the standpoint of economic ,grwth, the decade of the: 70s brought some, Lo

. alaming developmcnts. , Adveree supply ahocke, decuninq productivity,

* AR ES "and :I.ntenee :l.hternational competi.tion combined to fbeter 8 new awarenese , 1_\

. ahd advooacy w:lth respeol: "to st;rategies for economic growth | over *
‘z;-_f'f:vf_p_,-”.'f,‘.ro'ughly the same period, obee:vere ‘of our educetiona] procees cited .  *
'*.‘_-f'; '_ | '_-_.:__;j'_..':mounting evidence of. the q:adual éeterioretion in the . quelity of. pubnc e
| aohoole. m 1983 the Preeidey,'s wn blue-:ibbon coumittee lant its = ..
| "':-:_.-.'_-_official detemination that, from an educational etandpoint . we B are - i m%
‘ i i."l;jindeed a "nation a‘ : r:l.sk. 'l‘he‘ nat:l.onal reaof:lon to thie tepozt has..-\_.'.' . .. {:’;
' ._ been dramatic, ewift, and st:lll growing. E In ehort, :l.t eeems clear that ' .%’%
. -in. "the - decade of. the 803 the :I.eeuee of econom:l.o grouth and publ:l.c__'"I:'-'_’.:"-'":_"':.:." “;
educahion will remin at the top of the politicel /agendas on. the_'__.i';{ " f:
gnational, atat.e. and Iocal levels., S L R . .

The purpose ’of thie report :I.e to prwide policymakere in education
LA i with an underetendihg of econcmic 1esqes that are impl:l.ed by eduoational

) ,  _' reforns aimed at improving economic growt.h.*’ The focus is limited, to
' . elements of publ:l.c educatidon at .the primaty and ‘'secondary 'levele and
- lm interesting coﬁlpilation of etete-ﬁy-st.ate initiatives that have
o - been taken since the Commission's report is "The Nation Responds: Recent
, , : Efforts to Improve Educati.on. Department of Education, Washington,
* . DOC. 1984. ) . . ) X - . ! )
‘. ' * @
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_ -'growth witn :ega:d £o: tho economic circunstances of the southeaote:n
yL ‘, ‘ . . R - “1 . - o ’ .
o United States. T Ty e

- L . ' -t o - ' 3
e - In the context of rocont history, yat anothex study ot oducational

lrofo:m mct seem stalo, if not self-bﬂagenating. In .the 1ast two-ycaxs
L . the:e havo appeared). no loss ‘than ten majot xaportn providing diagno/eos :
._ _and pzesoriptions fox- an eduoational syetom which is widoly percoi\}/d to
. e __j}_iﬂ_g: _ftt‘the riok of oversimplification, it is fair to. say that
. ';—_T(‘these reports are mote notable for their sin\ilaritie; than. ai ffarenoos,
although thc latte:! cleax'ly eni.'sst.:jl . Thexe is virtual unanimity
"i regarding curricular chanqea: strengthened core .of languago‘? nath. and
scienoes elevation and standardization of achj.ovemen{: a/nd a deomphaeis .
. of vooational proqrpma. Gono:al mntion of computaro, both in cnrris-

IR _'oulum and taaching, is coumon, although clear notiona\ of implementation

_ | L are x 'rhotc is also conoern :egardinq the competenco. aalaties, and
—// .' prestiqo of tho toachinq ptofoosion.' Finally, tharo is general agree-. |
._ ntent that sevozal strata o fodotal, state. and.local govornment as woll." g " :
' _' -:‘.'as the husiness comunity - have an. appzopriate and vital t::(le in |

tecmendations °£ those Studi“ ”"ﬂ“’" an imprcsaiva and divorae LR

ty of public education. Cmbined. the obnarvations and

e, collection “of fleld :casaa:ch‘ profoasional axpc:ienco. and personal S

y philosophias on public eduoation. oL -- ‘
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o ! S 2'1“he ten atuﬁies are donqtgi by an aatoriak. in the bibliographical
’ ~ section of this paper.

o o 3F'or é goof ovexview of the substance of these publications, see "A -
A S Sultmary of Major Reports on Edugation.™ Education Commission of .the
: : States. Denver, &ovembet, 1983. : .
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policies aimed specifically at growth Second, there is unanimity that

]
3

CeE

AN e ' b
. [} . )

) Considered from an economic perspective. the tecent educetionai

»

. @ |
reform proposals lend themselves to a diffb:ent. surer, rend more

critical etyle of genetalization. To the economist. three broad aspects

of. the educational xefom literature stand out. Firat. most of bhese
etudies open with either en implicit .or explicit auusion to the k ‘

critical nexus between education and economic growth. This association

J. ]

is a eafe. caeual .one to draw. Nevertheless, despite ‘a larqe literature

o 4

on the subject, economiste know. too little ’about the precisp linkages -

between education and gxowth even to pretend to engineer educaticnall

7 edﬁcetional referm be equitable. as well as a broad perception that,

- soclety is willing ‘to make the financial comitment neceseazy.' However,.

analyses of their cost effectiveness. ) : |

- t :'..._" 3

there is no analyeie. indeed Iittle acknowledgement. .thet the commitment

to equity in eduogtional refom may carry eome potentially’ aweeome .

financial implicatione for federal, state, and local authoxities.4

Third, in the all too probable event that resources are not as‘plentiful

as the current “"honeymoon” euphoria for reform seems '_ to infer, the need

. . \ .
arises for narrowing the list of "g_mets." _Choic_es among programs “must

be based, if not exclusively, at least partially upon "efficiency" :

considerations. Efforts to set priorities for specific reforms require

(3

40ne recent estimate by the American Association of School . v

Administrators indicates that implementation of all of the proposals in .
“A Nation at Risk" would require, on average, a 27 percent increase in
school budgets nationwide. Furthermore,  inferences from data reported g
in Section I of this report suggest that the necessary increase would be
even greater for the Southeast in gengral.. '



'rhe bxoad outline of ths papei reflscts t}xe qeneral criticism noted o
-. above. Ss:ction I discusses the issues involved in modeling and esti-'

'mating the linkages between education and growth. Section II examines

~ the financial implic&tions of comitments to "equity” in educational

refom. section III discussss sone specific policy ‘areas with an'

emphasis on, asseseing cost effectiveness. ; Our broad objective is to
offex noneconomists. anid educetors in particula:. an appreciation of the
research eqsnda in economics that is necessary to undergird inf.ormed

' educetionel policy for economic growth in t.he‘ decades ahead. A sumaz_:y-

LI
¢ - .

of this-'agenda_ appears in Section IV, -

L)

" * 1., DERSPECTIVES ON THE THEORY OF EDUCATION AND GROWTH

As a factual matter, per capita income in the United %ta,tes has

risen seculerly with remarkable consistency. And intuitively speaking, '

Y 4
such growtl'wéuld seem to stem from a bstter work force - equipped with -

better mchinery, both of which can be viewed as the culminating. ptoduct

of education. These advances underlie ‘the widely ' held association

between education and economic growth. horeover. there exists' an entire .

subliterature in Economics which attempts to quantify the contrilution

of education to ecorfomic growth. The progenitors of this lite\rature are

the elassic studies by Denison and Sclmlt'.z.5 These studies barefuny .

]
measure the quantities of labor .and capital over time Fin_ding' the

A

Edward F. Denison, Accounting fot United States Economic Growth
(Pootnote Continued)

5.
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 output gxowth £u11y. they look to some other force bg vhich the booke of X
;growth accounting nay be balencod. ' 'rhis force muet be one relatinq to B
the quelity rather thee quantity of productive inmxts._-. Thus growth

stems from knowledge. ox invention. or technology. or something ==~ el].'- e .

of which are the undeniable produote of -educated people.

Prom this type of empirical work flows the confidence, indeed the

‘ mandate. that we as a society must spend. moze to improve ‘our educetional '

’

system. 'i‘here ie. however, - a vital link missing for educational

Policymekere. Meesuring the contxibuti of edncetion_ as that residuel B

- of growth which is inexplicable otherwise mereiy a way ‘of edmixing
‘the product of the past, while. imparting 1it e kno ledge of tﬁe proceee

. that brought it about or how that procoee might e :de more efficient.
t
We obeerve the fact of growth and justly pr sume|. educetion pIaye an

integral pert but we 1eern 1itt1e from thie evidence about . the

_ inte:play of perte in- the economic end educatignex - machines at ere_- -

responeible for growth, In sum, we as economists know little § out the

&

pteciee linkeges between growth and the deliberate t:zcational efforts

_hunches, .albeit

r

that can foster it., Policy may have to procee_d. fro
X ) | : \

. . L
good ones, and proceed gingerly. _ °
S ' . ¥

It is 'oletr‘ that ‘we will not achieve in d'\is report .what, the

. economics  profession has not. Nevertheless, the \remainder’ of this

"

section presents some statistical overviews which are at least suggestive

M' . : e g . . e

4

*

. (Footnote Continued) :

1929-1969," (Washington, D.C.: The Brookings Institution. 1974).

T.W. Schultz, "Education and Fconomic Growth," Social Forces Influencing

~ American.Education, ed. N.,B Henry. (Chicaqoz University of Chicago
Press, 1961), pp. 46-88,

4 _growth rates of these physicel inpute to be inad;equate in expleining' | a




e -

-of the di;ection 1n which a theoretical modeung with educational policy .

emphasie might proceed. _-. ;_f. _— I -_ |

.....

First. of a purely descri‘ptive nature. Table 1 presex\\te sumry

etetist:lca for educational attainment, expenditure. s and ° economic

- cheracter:l.stics by region.' ! ‘Viemd broedly. the table reveals thet the.

SOu et is unifomly legging in an three -areae. dramaticauy so in

many seriee. “. 'rhe etory that unt'olde frem a. more detailed loék i.s an
\

' 1nterest:l.ng one.\\u:l.th @nly \57 percent of the adult population.

cempleting high schicol, _th/eSOntheaet is about 16 percent below the _-,'

< .

Nprtheast and North Central reqd.one and 23 . percent below the: Weet_ o

" region. However. with reepect to econemic growth. the more relevant -
generation ie st 11 i.n echool. 'I‘here the situation ie\ improv:lng.'
Eighty-three pefcent of current 16-19 yeer-olds are. still il\ echool or .

have already grad ated. Furthermore,, the gap between the chutheeet and.

the rest of the country is closing —— \.h:le figure l:lee only ? percent

. below the Northeaet and North_ Central and 3 pe_rcent below the West
. . AN * .

regiofls.’ S . '
\ . R

'If educational attaimment measures the quex_ztity of education,

educational expenditure is often -taken to measure quality. 1In this

-regard.' the SOut,heaet' ‘ranke a distant fourth with a per pupil annual B

6

. .. expenditure of $1,400. Af. first blush, this would seem to reflect a -

e
o

. . . ? -

”~

6'I‘heee results mst be qualified By the existence of cost-of~-living

. differences between regions and even states. Unfortunately, cost-of-

1iving indices are not available by state. Regional approximations
‘could be constructed from major metropolitan indices; however, it is our
opinion that these might be misleading. We believe that while the
Southsast likely has a lower cost of living, acconnt:l.ng for it would

mute the differences, but not Iel:l.ninate them.

L
i
e
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«_.,éd&enion/al Attainment

“Educat:lonal Exgendit.uré

- . * ’I::{-;‘ o e
fn ; . N
. E B 'I'able 1
N . . . - . - .

Ao . Heans. by 'Region.

Southeast &

4

' Median school yeaxa completed 12.2 112,5
% of agé 16-19’ 1n school oz po : L
high school diploma : 83.1 . 89.2

% of population 25 yrs. & . ' S o
older with high school diploma  57.0 - 68.2

v
A

% of population 25.yrs. & older .
"with college degzee .0 13.2 - . 17.8

‘o
o g

.

\ . . .
Student-to-teachet t 'c:.i.ob .o 12,5 . 10.6

\\5 1, 399 1

a All daca pertain to 1979 qith the exceptimjl of the median number of school ye;ré
completed (1976). 1979 was selected tc conform to the 1980 Census. Regional

[ 4

AR !:.Jucational,and Economic Characteristics: SN

Northeast -

% -
i

Per puPil K-12 expen ture ' § 2,110
© o K=12 ;xpenditure g a o - _.-‘ .

* 8 of state income _' 4..1 4.9
Econ¢mic Characteristids - \.

| Pér/LaQ}ta income $6,218 §7,203
Median égmily income - $16,866 .égo,séé
L o'f.population in povext_:sr\ / ' 16.9 | i 10.6
Unemployment rate |  — \ ’ 6.6 , 'é.z

\ ' t |

' )

. North : oo

. Central West - g

. - - - i\ .-'\ :

125 2.6 '\

89.5 - 85.6 j?\_

: o :

68.9 74,2

. Py : .

14.8° . ,-18.2 ¥

Jae. 0 124

"' 1,807 $1,772
‘4.7 4
P .. \.

$ 7,111 s 7,507 -

$20,006 $20,574.. .? ;f

11.0 e M :

- 63 - o

‘means are statistically different at the 1% significance level in-all series i

\except for °x~12 expendituri as a % of state income" and the unemployment xate, ' o

b Data weré unavailable for Aljska, California, Florida, Georqia, Indiana, and

Wisconsin. \ ' '
3.
¢ Data were unavailable for Alaska, Georgia, Indiana, and Wisconsin.
. | \- . ' . ’ ‘e g
BX . R , ’ i “\. . | '
. Vo i
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o 1ack of sacrifice or comitnent t.ei prima;y and secondary sduo'ation o - #
the part of these states,: cxoser £nspection revsals. however. that as a % ;
share of total etat'e income, the Southeast's -4 percent fiqure is not o ‘ \Q
stetisticalry different fr:;_t;e:?eﬁeining regions ‘ The hard truth is o ‘1-\‘--'
o th?t while the peopls of the Sou\:rleast are apparently’ wilung to make _ \" }
__’; " approximately the same proportionate sacrifice £or tﬁe education ot s"
| [ their ohildren .\their lower per capita inoomes translate to substan- 3 '}‘
o ’_:' tially lower per pup\.t expenditures. Indeed,. to achieve the same $2,100 a, \
A} /'j;' pe\r pupil expenditure of e northeastern stst;s, .southeastern states ,
\/ | would have to devote 5 1 per t of \their incdme. compered wi’th 4.2 4
- perceni: in the Northeast. In- sum. tne relationship betwaon education "i
’\- ‘and eco om:lc Igrowth seems to . lya a two-way street. The a knowledged
relationship is that educati7x/ is necessary for economié gxm\ nis - ~,,
| table highiights an alternative view ==~ econonic *wen-being may well be ',
necessary for educat:ional growth, - % ' ’,;; | } : a
'rhe economic characteristica of the four reyions provido equany 3 ‘
dramatic contrasts. Again. the Southsast lags substantially. Compare :
the Southeast with the Weat, which is the leader in most economic
cateqories. Per capita in at $6,218 is 17 percent lower in 9:e
Southeast; median ‘family income \at -$16, 863\9 18 per*ent lovzer; a@d the
! percent of the population .in ‘%Yerty at 16.9 percent . is 46 ﬁreenb b
" higher.’ These figures imply that x@t only are tamilies in the Southeast ’
less well off on average. but also that ihcome is distributed ;nuch more
unequally between families. The importance of this latter observation .
from an educational perspective pertains to ite re‘venue& implications.
The traditional source of revenue for education is the property tax. R ’
‘deemed to be regressive by economists. Since property tax rates aye
) 12 aL D Ly
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. constant across all levels of property value and since the poor pay a
larger share of their income for housing. the poor will pay a larger |
__share _of their inoome in property tax (either directly on pr;operty owned |
or through their__rent)__ than will the rich. The comments-<of the previous '

'paragraph are even more s‘triking with this in 'mind. _With lower average

y
income and many more people in poverty, financinq additional educational

expenditures through a regressive tsx may prove more than the -state
economy” can bear. ‘ Alternative reverue sources must be explored. This
issue is discussed in more.detail in Section I1. N

‘The information in 'I'able 1 introduces many of the issues in the

relationships betvqeen education and economic growth as they pertain to

the southeastern states. To summarize: (¥) the current work force has

_noticeably lower educational credentials; .(2) this gap is closing,

% y

_ rapidly for the current gensration of students; (3) . to the extent

T -

educational qualitx is measured by per pupil expenditure. the SOutheast

remains far behiad the remaining regions; (4) this expenditure gap is

more the legacy of lower funding capacity than of comnitment to educa-

tion; and (5) closing the'\expen_diture._gap through increases in property

taxes at the local level is likeély to be impossible.

A _sliqhtlyv'more detailed view of the "likely causative relationship
between education and growth can ke gleaned from axamining an occupa~-
tional cross -section of the regional .work forces. That is, interre-

gional differences in per capita income can be the result of either or

- both of two' factors - differences in wage and salary levels and

- a,

differences in the oistribution of the work force between low-~ and

high-paying occupations. While data ‘for the former are difficult to,

4
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find at the appropriate level of decomposition, occupational data are

‘ L

_available by state. A priori, we Qould expect a positive association

between ed\':céti'on, income, and occupational standing. Figure 1 presents_

a pie chart for eadh of the four :egions of the United States. Reading '

[ .

clockwise'. (beginning from roughly three o'clock), work-force shétes are

preseniéd fbr's£x occupational categories in roughly asceﬁhing order of

income and s t;ua, beginning _with unskilled labor and moving' ixp thzémgh_

managerjdl and professional occupations. | ' '

/

/tgaiment 'and income situation portrayed in Table 1. First, observe

. 7 that the Southeast has the highest percent of its work force engaged in

s /

1

both skilled and unskilled -employment. Indeed, the: fraction of
4 . - ;

unskilled labor is marksdly higher than ‘all other regions, and

especially coupared' to the higher income West, | 22,2 versus 14.5 pérge;\t.
Congistently, t'he' Southeast also has the lowest _proportion,of its labo;
force in the more remunerative m_anagerial and profession ranks, only
20.2 percent. Again; thg disparity vis-a-vis eithér ' the ﬁorf.heast or

West is quite large, with 24,1 and 23.5 percent respectively in these

regions. Though these figures may not be all that surprising to edu-.
cators close to the situation of the Southeast, the implicatpns are
nevertheless worth stre;sing. While the Southeast may pay lower wages

““than other/‘;\i unionized regions, the structure of the eyonomy would

dictate lower- o c{aita incomes even at the same wage rates. And a
growihg region, defined as such by per capita income, appears to reflect

an occupational cycle which requires a rising minimum level of education.
” (4

It is thus the job of economic research to delineate more clearly the

10,
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e Genex:auy. these occupational breakdowns conform. to the .educational -
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anatomy of the cycle and the job of eéucatprs to implement curricula ¥ -

that lead, rather than lag, the octupational demands of a growing

economic region. ' ' ' _ A . '
¢ . ) . ' .

The econcmic measures utilized to this point are static in natures

o
L

they represent cumulations of growth at a point in time. The collection .
and analysis at the state level of pure measures of economic growth are ‘

®

\ . . R
beyond the scope of this preliminary study. Nevertheless, an indicator LR

o

of growth, migration into the state, is xeadily’ available a_nd provides . L
e . : _

_some useful insights. ._.ceésus' data have been indicating for sbme time .
now that" popula.tio'n *i?\.shifting to. the "sun Belt." -Sociologists . | LR
attribute this exodus to. factors such as relatively hostile northernd
climates, ovércrowd:[.ng ,. and indusfirial pollution. Economists it'){cus-n\pxeu. _
on the hospitable | economic climate of ‘the .South == potenﬁiai for
economic growth, cl@aper wages, lower unilonii;.atio'n rates,' lower ta:&e.s,‘a H
and less restrictive local governments. The sociological magnets should
affect the Southeast agd‘ ‘Southwest comparably, while."th,e econom’ic draws
should evidence themselv_es: 'dispropo;tionately :_l.n the region of greater «
economic growth. ' ,

. Table 2 provides a broad impression of the regional migration
pattern as reflected in the 1980 Census. The raw data reprgsent the
percentage of the 1979 state population who lived in another state in.

* 1975. Note that only movements within the United States are included to
avoid the bias frt;u'\ border states such as Floriéa and Texas. The table
is constructed to highligixt; interregional mi§ration ‘by region‘of origin
and destinatioﬁ. Tﬁe most rele}ant set of st':atistica; appears in -the -

bottom row: "Total From Other Regions." Although the Southeast ranks

‘second  in total migration from other regions (5.3 percent), it is

.

12
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' .- - substantially behind _th_e‘ West (8.9 p‘ercent). These. figures. euége.st; ehat -
;l ' o | the patt#cipa'nfs in the "Sun Belt® migration are mofe ‘inclined to .\'the
. : ,‘SOuthweet. 'rhat is, an important portion of th:ls movement appears to b
A weconomically motivated. a‘r(;d frore of that economic growth appears to be
T . ‘ ’ taking place :ln the Southwest tlan in the Southe:st. |
L St e 'rablez"“"
; ‘ .‘Pe_.tcent of 1979 Population é}ving Outside of State in ;19‘75 ) '
. \ ‘ T _ _ | “ -Region Living In - 1979
t \ _ Region Lived In, 1975 - Southeasf. Northeast North .Ce_ntra.jl West
C - South . - 5.0, 2.1 1.8 . 3.5
- \\‘ Northeast P 1.9" | 5:5_ 0.7 E 1.7
\ . North Central T 24 o 38 a3
. vest S 1.0 o 1.6 8.5
* Total In-Migration v 1003 9.2 2.9 1.4
Total Proin ofher Regi‘ons' | 5.3 3.7 . 4,1 8.‘:9 :

with respect to f_ut}‘are studies' forma¥izing the links between local

. educati’oxgal' policy, economic growth, and migration, recent economio
literature offers some guidelines énd preliminary results. Richard Cebula

ooncludes, based on migration patterne ;within .;thitty-nine metropolitan

areas , that migration is positively related to differences in local

- spending on public education. Specifically, Cebula found th[ not only

did growth of educational expenditure appear to strongly influence -

migt'ation. but educational expenditure itself tended to rise as a result -

13 | 18




o .

., of migration.7 A subsequent study by Ostrosky tound further evidencc of :
' A S this relationship and suggested that the mathodology can be of use in

' R | gprecasting. The relevance of such research, if done specifically for

e ) . ¢ P

L ' ~ . the southeastern states, would be tnfplanninq»additional education
rev'nueg resulting from etonomic growth and ih-miqtati§n.

v . ) B ' . H +

11, EQUITY  AND FISCAL CAPACITY IN EDUCATIONAL REFORM

* .

7ne of the most striking consistencies in\
educational reform is the coumitmant to equity.‘ xhia pervasive notion
\

I ;
“is most succinctly expreaaed in The Paideia P:gposal. f “The best
4~ . .

education for the best is the best education tor a11. \\She aame theme

is boldly displayed in the opening of Y NaZion at Riak:

.7 All, regardless of race or class or economic status,
o . are entitled to a fair chance and to the tools for
' developing theis 1ndividual powers of mind and spirit
to the utmost. '

.

aAnd, §s stated 1n Educating Americans for the 21st ctntugz, the goallof

1

the 7ktiona1 Sclencé’Foundation is toz " T "

[

ce

Richard J. Cebula, "An Analysis of Migtationzpatterns and Local
Government Policy Toward Public Education in the United States." Public
Choice 32 (Winter 1977), pp. 113-121, -

8Anthony Ostrosky, “"A Fu er Note on Migration Patterns and 16Ea1
‘Government Policy Toward Publip Education. Puyblic Choice 34 4 (1979),
pp. 505-507. . .

.

. guortimar Jerome'Adler, The Paideia Prqposal. (New York: Macmillan

Publishing Co., 1982), p. 6.

;ONational Commission_dh Excellence in Education, A Nation at
Risk: The Imperative for Educational Peform, (Washington, D.C.:
Government. Printing Office, 1983), p. 4.

-

#
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the recent reports .on
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PO provide all the netion 8 youth with a level of
education in mathematics, ecience and technology . . . that
is not only tha highest quality attained afywhere in the

© worlgd but aleolieflecte the ‘particular and peculiar needs
_of our Nation. , . .

To the economiet. such rhetorical oommitmente to equity in reform
LY
Bre. 1ikely to be et leeet ‘as ,costly as they are commendahle. Even 8o, a

perueel of the reform 1iterature reveals that little if any coneider-

- agiont hee been given'to the financial implications of what is cleerly a

7 ’

It is noteworthy. end rether eppelling. that of the forty coumissioned BRI

ﬂmejor'economic underteking for nationel. etete. and }ocal euthoritiee.--

pepers thet contributed to the recommendations oonteined in A Netion at

Riek. not one deals explicitly with ‘the costs of equiteble educationel

reform.]fz In Action. for Bxcellence. the issue of resources ie at leeet

L

mentioned, but herdly eddreseed.-- "Our recommendation. in sum. is this:.

[ . "

wl3

more funde. from all eourcee. for education. The eimple appeal for

more resources is typical of the reform propoeale. Indeed. theré is an

nderlying presumption running through the’reform literetnre that our

society will be willing. must be willinqo to spend whatever it takee.14

Thie perception may be justified. but from an economic perspective. it

o

—

. L]
° .9 .

11National Science Boerd Commission on Precolleqe Education in
Mathematics, Science and Technology, Educating Americans for the 21st
Centugz. (Wwashington, D.C.: National Sciencq.Foundetion. 1983). p. 3.

Op. Cit. A Nation at Riek. Appendix C, pP. 44-48.

13Tesk Force on Educetion for Economic Growth, Action for °
Excellence: A Comprehensive Plan to Inprove Qur Nation's Schools.
(Education Cormission .of the States, 1983) p» 36. .

1‘"0f eil the 'tools at hend. the public s support for education is
the most powerful * Op. Cit. A Nation at Risk, p. 16.

20 B
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quantity of equiteble educationel reform without knowing gomething ‘firgt
. : S .
Vel . about prioe and foregone eltexnativee, 'AB Elchanan cOhn has observed R

s
. . . "Bducational finenee ie probably the moet controversial iseue in the :
o economics of education. __15 In eum, major public finance issues pervade

the proffered edueationel refom aimed at economic growth 'rhis eeetion .
highlights economic ;leeues pe:taining to the federal, etate. and local -
. roiee impiied by equitable edueetional reform in the Southeaet. . \\ :

LI
j . . . e Y
3 L4

- The Fede_i:el Role

/., | , ' |
' As noted ia Seetion I. according to the 1980 Ceneue dete the -
- . Q’

eoutheasterm etatee as a whole have the lowest per capita ineome, the

lowest _per pupil expenditure. . end the loweet average level of ,
. educationel eehievenent in the nation, Cmbined. theee facts suggest -'
- that the eweeping type of equity alluded to generally may not take place
in the Southeast as e. region without coneiderable infueion of federal

> funds representing a meeeure of tedietribution from states outside the |
SOutheaet. ~Nor - is the poeeibility of such redistribution entirely .
renote. A. study of federal educationel ellocations by Guthrie and
Lawtonm' concludes that eignificant, redistribution does occur. 'rhue,.

. the constituent states need to examine ‘how resources can be‘\effectiveiy

extracted from the federal coffers. Researchers _need to. 'investigate

Sslchanan Cohn, The Economics of Education. (Cembridge: .Ballinger
Publishing Company, 1979), p. 257. - . e
16.

J.W.. Guthrie and S.B. Lawton, "The Distribution of Federal School
Aid Funds,‘f Educational Administration Quarterly 6 (Winter), pp. 47-61.

£
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what che?eoteristics mendate federal educational aid currently, and what'

. ‘ sorts of legislative initiative, based on sound economic evidence, | ,
| w ‘. A improve ‘the. southeastern stetes' sheres. ' | <
L o .'__;_M_ror“eﬂief the_findings of Ginsberq and xillalea17 su.;qest at
| : federal eduoational eid tends to be oriented towerd lw-ve;itn)h ghe '
. h N " .density ereas to the detriment of areas of low dqistrict wealth per se..
. ¢4 this is true, the present allocetion schemes may be biaped ageinst a ' *u‘ﬁ
. "significant. pert .of the southeast. _ While the Southeest clearly has_. ‘ | e
q" h ' | areas of low wealth, our suspicion is that these ere,‘not also inordi- ' .
! nately hiqh density. 'l'heref.ore, tne Southeast may not receive the}level |
of equslizing .aid its netive wealth position might otherwise w rent. _
' Also, many federal programs require natching stete or local funds. o
. [ This, of course, is designed to ensure some oommiunent by the _' ipient :
constituency. At the same tine, however, stipuletions for tching
funds may have regreesive redietributional effects for th obvious. , - ’
reason that poorer statee and 1oceiities may not have the e funds ' , *
available to- allocate towerd ‘matching federal programs., Finally,
studies exsmining\the extent that federel monies to the states ‘of the
Southeast have been" “stinulative.” rather than "dilutive"/ or substi- ?
’ tutive,® may assist in justifying an expsnded federal fundﬁng role. All
g of these points can-¢be investigated empiricelly end within a . T’
framework of sound coMtheory. In sumry, under the populist o
= ' 17A.L. Ginsburg and J.M, Killalea,' “Patterns of P‘éderel Aid to ;
School Districts," Journal of Education Finance 2 (ﬂinter,) » Pp. 380-95. m
18 Chapteré' 3 & 4 of Lee Friedmen 8 recent’ book, Microeconomic ‘
Poliox Anelysis, provide an excenent theoretical foundation for these
. . (Footnote Continued) ,
: . . [ . S SO R ) ORI
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banner of equity in educatiomel reform, the southeaet needs to develop -

K etretegiee. hesed on econonic evidence. to secure more then ite eimple

proration of -£edera1 educetional dollars.-' Though federal ofunde "

currently represent a relatively smell ehare of . etate budgete for.

"19 -

primary end eecondary education, _ our ‘a priori euepicion ie thet, of T .

. the additionel dollars that mbst be committed to educetionel reform, the
federel ehere in the Southeest will need to be expended. Broedly
speaking. the netive weelth o: the region eeeme incommeneurate with the

breadth and equity in reform which edncatore and legielatore envision

\

R .
.. . - . .

. as mandetory. . A v

State and Locel_riacel Capecity E | : ’
“. . ) -e&'.

*

The iesuee ‘of equity and finance -at the state and local level

predate recent ed cationel concerns: by more than a decade. Cduxt-
'decieione such as Serrano V8. Prieet heve made it cleer that the quality
| of a child's education should not be determined by the wealth of his/her

neighborhood. On the other hand, locel property thxee.‘end thue local.

wealth, have a significant impact on educetionel expenditure in almoet

every state. Deepite the . varioue state aid . formulas designed to

t

neutralize wealth discrepancies across local districts, the more_popular

(Footnote Continued) T - '
issues.” Also, a ‘comprehensive review of empiricel studiessen the impact
of federal grants on educational spending appears in Tsang and lLevin,

- "The Impact of Intergovernmental Grants on .Fducational Expenditure,®

Review oi Educational Research, (Fall 1983). pp. 352-360.

Napionaliy, ‘the 1983 federel share in primary and eecondary

educetionel expenditure was 6.8 percent. Though relatively small, it is .

also noteworthy that this is a significantly larger share than the 3.9

percent contributed in 1960. (Source: 1983 Stdtietical Abstract. Table g

211, p. 138.)

*
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' echemee euch as feundet'ion or diettiet ex equalization (DPE) foruulas

.-_ o are imperfeet. Reqa:ding the DPE program in pertiquler. .Feld+ tein has

weelth in school eppropriations. cuz:ent DPE formulas actually alter

~ away ft&\ high-wealth areas end raise the p:ice of education in thoge

localities.n

eetion. AL an eitemativel Feldstein demonetmtee hou th_e“_grige of

education to a 1ocality can be edjueted to achieve the epp:opriate

- degree of wealth neut:ality by use of a schedule of mtching rates which

vary invereely with district weelth_, :

-

Feldstein's model is a superior means for achieving wealth neutra-

are either_fredistribut ve of state subsidies vis-a-vis DPE and founda-

.
N,

reason, we believe ,

. cost of equitable educational refom investigate the expenditure and

'l'hie cyhdition requires that both the wealth elasticity and price

. elasticity w/ith regpect to education be u‘:ity. : . -

21y s, Feldstein, “wealth Negtrality and Local Choice in Public
! : Education," American Economic Review, 65 1 (March 1975). pp. 75-89.

19
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demonstrated in qiea:. theoz:tical tem that the’ equeliv ing focup of'
DPE plens is misdirected i.sough the intent og DPE is to equete tax .

baeee ec:oee localitiee and thue peutralize the role of neighborhood

hoth the dietticts' tax ba.ee end the price of education. . Bxcept’ under- -

very restrictive eonditione. DPE will aimultaneouely redietribute income"'

The result i8 that DPE can leeve the ‘highest - pre-
equalizing-wealth locelitiee with the loweet fiecal cepacity because

theee areee end. up fecing the highest, postequalizing pyice of. edu--

lity. However, implementation of such a pfogram will have impacts .thet- .

at ”‘Btetee that are interested in ‘estimating the

]

tion plans or imply /a different state educaticnal outlay. ¥For this

- o
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]
." : mtrastath redistributional u\plications of a truly wealth-nentralizing
. ST plan, such as rgldstgin. 8.. The finhncial 1mplications of the Feldstein’-’
S A | model have been éiéminéd- empiticauy._ a good example being the_ study by = T
" o o ' Gilme:.'a'nd' Morgan. They simulate tha £iscal effécts of imposing weaith— o
| neutral educational f.tnance in 'rex'as. Their study is especially

- L]

. | relevant to this teport, for as the authora note: - . S

' The Texas educational syst

. ' - 7 . the southexr states in that \a) it employs a minimum ‘ N
. | ' foundation program, (b) it reles heavily on state . SRR

: ' ' . government aid, and (v) substantial differences in, - 22 .

: fiscal capacity exist among its gcal school diatrict_s._ ‘ .

is :ep:esentative of

o States :lnte:asted 1n how :evised waalth-ueutgal fqnding will :I.nf!.uence R
~state and loca:b fiscal yositions should conduct. their own simlat:lone. '.
In this way,, policymakers can get, a bettax perception of vhat the cost .
~ of equitable educational reforms may be in their state. One should not S 3
\ ) ‘ . be surprised that this cost _ndy be high and; further, that the foﬁagone_ .
: _.altem_ativ? may be wmore ef:icient. e_ducational rleiqus from the .

\ - .o

S standpointlof; growth, - ) o ' \

¢ . X . * . KI"

- .
TheCorpa.rateRole"’ | _ o ‘ .

CO:potate im]estment represents a third’ and relativa’ly untapped
.dimenaion for financinq refoms ‘in public education. - The rat:lonale for - v
; g:eater investment by the coxporate sector is double-edged.. Pixjst, .
 according to Secretary of Education Texrrell Bel_.'L, much of the $40

bi}lion cﬁrrently spent by firms for on-the-job training is to teach

-

[] . e .
' 2znobert W. Gilmer and Daniel C., Morgan, Jr., “Wealth Neutral

N Grants for Public Education." Public Finance guarterly 7 3 (July 1979),
p. 272,

L)
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. bee:l.c eki‘.us that publ:l.c schools couTd or ehould be teachinq. 23" Seccnd.
V4
c the present ccm:l.tment o£ the corporate eector to primry and eec_ondary

education is remarkably ehallcv According to. tfxe Ccuncu on l'inaﬁcial 2

A:Ld co chcetion. "COrperet:lons contributed a record '$1.3 binion :I.n e

gifte ‘and equipment to education, but only. 4 percent went to publ:lc and
24 - o ':_.__,

]

private ekementkzy and eecondaty echoole.

-~

\\ | L 111, m:éimcv cou_sibzna-rzous' IN EDUCATIONAL REFORM

N
AR R B ALY

e

. -The atgument thus far has been that there is indeed a link between '-_" 2
education and economic growth. but that i) the -linkage ha.e not been ;:‘...f.-; ‘\\ -
edeq\lately meesured end thet teeeerch must be ‘done to define t.hat 7'- g -.‘.'-ff‘{-:_j-.._.‘ L

connecticna end 2) the elementary fact oi scarce &esources hes been

\

R : large].y ‘ignored in much cf the lite:eture ‘on educationel xefem end/

P, | | economic grcwth Sectione‘ I end 11 addressed the queatipn cf the .

| lmkage between education and growth and .the queetion of the equitable . _‘;_{_}""-
' ‘ . Sl

- _ ellocation o£ _resourp_es. 'l‘hie eecticn raieee issues of econcmic .
| efﬁ.ciency. , » . N - " B — .}
) . In economic enalysie, efficiency refers to‘the optimum allocax:lon S

‘ of. resources across a vast array of competing end ueee. In manv i
markets, the eff:l.cient, solution is determined by myriad. 1ndependent L

. | . judgments, judgments ef consumers and progiucers vhich are influenced and | 1
aligned by considerations of fproduct Ppric'es and production costs. In - - ‘t

- the field of education, _the notion of econon\ic eft‘ic;ency can be

) 23pater Brimelow, "what To Do About America's Schoole," Fortune, oo
September 19, 1983, p. 64. .
~ ° \

24'5.‘}1e Nation _Reeponds, op. cit., p. 17. | :




c -consider;;ly_more complex. From an);conomic perspective, educational

production is‘;mrﬁaps uhique in that the studen;s are at once thr?e

major components of the produétioq proéess. Studenté‘are an important,

though not necessafily homogeneous, input; they are a majpr producer of

thq product; and they are the product itself , consumed by both fhe |
individual and socie;y. It is this type c. intricacy that makesiﬁ?
educetiotr' a unique production phenomenon and, at the same tim.e, a

' seemingly intractable ﬁechﬁical process. Despite these complexities,

" two economic issues remain which are. 'quite clear. First, students
invest an immense amount of time and, occasiopally, effort in edugatioﬁ.
The nature of\tﬁis 1nvestment.must be meas;reé against the likely career
return. In -this,frespect, matters of curriculum, especially the
-aéprqp:iate mix of;basic, accelerated, and vocational education, should

“ be carefully evaluated. is an e:ficieht curriculum necessarily a narrow
one? Broadiy speaking, research needs to address the probable ecgnoﬁic :
returns ahd ~costs' of curricular reforms. Second, faculty 'hndl
administrators represent gn?ther dimension of human investment.

f Furtherﬁor?, these factors in the production process carry rather

well-defined input prices. fAs such, ';esqaxcﬁers need to examine

strategies for improving efficiency in educational management.

Generally,'this section highlights research prospects within the context

of what might be loosely regarded as the educational production function.

The Basics

Y

It is easy to understand why interest in a return to the "basics"

is widespread. The rapidly changing technology of today's economy, the

22
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"declin;.ng test scor.;s ‘of today's 'studepts,‘ the éifficulty of forecasting
future labor_force fequirementy -- all attest to thé need to pre.par; .
studgnts to function in a world of change.,. ) -

While there is little reason to question i;.he consensus on the need - T

-for a return to the bgs:l.cé, there are mostly unanswered (some@:itﬁes_ |
unr;i'sed) quea‘t:l.ons about the economics of such a move. Instead of

."saying that we must. return to the basics as though resourges are

AT unlimited, it is pro;;er to ask such questidns as: What are the ‘substan~ .;_.,

T ,

t’:-:l.'ve‘ changes that .should be made in the curriculum? . Which subjects
shoula be changed and how? What kinds of mathematics are useful, and
what asvects of re’ading + ghould be emphés;izedé How_much more teaching
N time is involved in raising-the competence of students t.:o\ some higher

‘ level? | - Yoo

L 5.
A

The type of tﬁe research re’qu_ired‘. to answer these.questions is such
that the disciplines of economics and education «#ill both be relevant.
Economists, qua, economists, do not know much about the process of
learning to read, to write, ‘o‘: to do mathematics. But 'the'_ emphasis on " ‘ %
éfficient‘ allocation of resources, which is the ecohomisg's con;:r:l.- | :
bu_t:l.on, seei;ts to have been missing in much, if riot all, of the reséarch _
and policy decisions of thé'past. |

Thig points to several reséargh‘ issues. First, s:udies should

ex_amine jus;: what aspects of the new "Three R's" are going to be
relevant in tomorrow's joh markets. Interviews with executives in a
number of industries suggest that the best “yocational® training may be
a training which prepares studentsr to read instructions, to draw
inferences, to do a modest amount of mathematics; in short, to function

in an information age. The Education Commissior of the Statés has set

23
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out curriculum goals which speak to this general point.zs " Further

research on' the relevanca of curriculum to job markets of - the future is
esgential. .

Second, work should be done to examine the effectiveness of the.

teaching and learning - procéss. A timeworn subject to be sure, this

_ toéic again illust':rateé the importance uf basic strategies to allocate

resources more efficiently ) rather than- simply in greater amounts (e.g., -

- longer scbool daye. wore t\acher input time, etc.) Two approaches to

4 .
o .

_this topic are reviewed here.

‘Fifst, resource allocations “should be qu:l.ded by the "elasticity of
learning® (learning response. u;easumd in proportion to i_nput of teacher
tim?) .' P;eliminury ;euidenoe indicutes ‘that these elastidities, though
generally low, are higheét_: for _thq earliest stages of learning. For

example, ‘the elasticity for second 'grade' mathematics is .24, while ‘t,hat _

for f£ifth grade is less thah .01; for beginning reading it is .13, and

for advanced reading it is .07.' n‘his suggests a proceas of diminishing
returns which can hardly be iguored in decisions to :I.nvest in teaching

t:.i.me.26 For example, a teua.ency to invest more heavily in secondary
rather than primary schools runs counter to these findings. .Also, these

findings suggest that differential weightingé for ._av%rage daily atten- _

.

25pask Force on Eduéat:[.pn for Economic Growth, Action for
Excellence: A Comprehengive Plan to Improve Our Nation's Schools.

(Education Commission of the States, June 1983), pp. 48-50.

26By::on W. Brown and Daniel H. Saks, "The Microeconomics qf
Sctooling: How Does the Allocation of Time Affect learning and What Does
It Reveal About Teachcr Proficiency?" Institute for *Public Poiicy
Studies, Vanderbilt University, (March 1984), p. 16. An elasticity of
0.25 means that a 1 percent increase in teacher input time results in a
0.25 percent increase in student learning.
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. dance which favor high _school over the primary grades may requiref. Pl
o ) | ) ) ‘ ’

modification. e

!
|

« Second, an, effort should be nade to learn from recent experimentie

in nodel echool programe The so=-called nagnet schools might, at fir t

o
glance. provide such an opportunity. however. there is some evidence

that the effect of euch schools has been mainly to redistribute gifted ‘
atudente from their regular -home to the model scnools. Whether more

.'learning takee place and whether such methods could be transferr to

. . e m

the ordinary school situation is’ difficult to say. !-lowever. thereqz are
educational experimente ’ such ae' the one coming into "plece_ inpvirgf,nia. ..
which A:? being developed on the basis of adding resources to ; "typical" |
school and then-kmeaeurino the effeet of state-of-the-art nethodé

4
equipment. ‘Such experinente offer the opportunity of studyinq the

° |

. - incremental effects brought ‘about by changes in teaching me/thods, ‘
kgachinq personnel, capital-intensive teeching aids, .changes ir, clese

| size, and other dimensions of the educational process. | .

Vo\c\édt ional Education _ |

)

hY . '

\ '
!

The polar positions on this issue arxe easily id’entif;ied.," On the
|
one hand, there is the view, exemplified by Mortimer Adler and the

I
Paideia groups, that no vocational education whatsoever ghould be

ellowed in the curriculum. The oppusing view is taken by professionale\y/ < : ,

in the field of vocational education who argue for massive injection of
funds in this direction. - |
The Adlerian view is twofold. First, Adler argues that "trained
_ /...\ conpetence for_e_ single type of work could be justified at the beginning ___
. \ | 25 |
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of this century when the needs of society differed from. those served by.

apprenticeships in the era of g_ui.ida ‘but that kind of training .19 no.

longer justified,"?’

modexrn économiée. there is th_e oppottunitf for® the development of the

full faculties of the individusi in an abundance of leisure time Basic

échooling_ should' give the most general education so that 'young people

will be equipped to adapt to change which will certainly be the hallmark

of the work place of the future, and so that they can develop themselves

to the fullest. | . e
o -

The views of Adler are _not' ;bithout foundation'g empirical studies do

-indicate that there is a rapid "decay" in the incremental earniﬁgs

associated with vocational training. Thus the rate of return (either

2

priirat’e or social) to vocational train:l.né_ has been measured és very
28 4 ; : . . -
IOV - . B . . .

While these studies abpear to be rather convincin‘g{, there are
considerations which sdggést that‘the role of vocatignal education needs

more careful examination befoi'e it is abandoned. First, a point that is

all too frdquently iqnored in these studies is one of. f:l.ndi.ng an

appropriate control group. It :I.s entirely possible that many students

actively involved in vocational programe would drop out of high school .

were these programs not available. 1In that case, the true benefii_: of

L

L

27Mo:timer Jerome Adler, The Paideia Prggosal (New York:
Macmillan Publishing Company, 1982), p. 6.
28

Comments by Dr. Daniel Saks and Dr. Eva Galembos at the Symposium
of the Federal Reserve Bank of Atlanta, “"The Relationship Between
Education and Economic Growth and Productivity," (May, 1984). )

26
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" of study and the ensuing entry 1nto the labor market.

!

vocational training would be keeping these students in school, thereby
- allowing them to get the jobs in the first places 'That they earn no

more after three years than high school gzaduatps» without comparable

training is irrelevant. Indeed,zv1rgin1a'a aenrico.cnunty School System
'reports marked success with a vocationally oriented program for students

who cause problens in. the classroom and eventually drop out. Rather

’than failing to learn. reading, mathematics, geametry, and so forth’

through the traditional approach which 1s.abstract to tham, they~eaqer1y

¢

" (and perhaps unwittingly) learn the sane tools through training manuala

in an(applied manner. Simply stated, the. purely academic approach may

not be the best approach for all high school students. Second, thetq is

some experience ‘to suggest ‘that vocational training sncceéaa in*

i

lengthening student education even beyond high school. 1In the gtate of

Virginia, a recent survey of high school vocational graduatas found that

over ‘half of these studénts continued their educatibn.29

is the good possibility that vocational education can be 1npxoved by a
" better reading of labor market trends and faster adaptations of voca-
tional curriculum to such trends. Research of this nature would address '

what some observers have cited as a major cause of structural unemploy-‘

ment, namely, the long time lag between the decision to pursue a courge
30 .

29Richmond News Leader, (May 13, 1984), p. 13.

3°Robert J. Gordon, Macroeconumics, Third ‘Edition. (Little, Brown
and Company, 1984), p. 338, ) ' .

27
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and ineff-iciency in this'$ 6.7 billion program.

A recent issue of Fortune magazine addreese's_ the role of 'vocational

“

education in' the United ‘States and c_oncludes that t}iere is vast waste'

a1 While concluding that

the hiqh schools would be well ad\zised to concentrate almost exclusively

on the basics, the article does point out several schools and sevaral

ptograme ‘that are quite effective. ‘rhis suggests that programs can be

devieed which will prepare etudents for successful pl.acement in contem- .

porery technical jobs. enforce a work' ethi¢ through early work experience.

and serve to retain students in ‘secondary schools.

Research at the ‘National Center for Research in VOcaticnal Educa- -

tion at Ohio State University curreutly offers a. data bese which mef\be
useful in evaiuating the broad issue cf cost. eftectiveneee in vocational
education. . with an adequa_te data base, research -could ‘'be done that
wculd provide a txul assessment cf-"- the rate of return on vocational
education than has perhaps 'previoiisly been cor;e. s;ich research should

attempt ‘to assess the role of vocational programs in retaining" and

' L . . ’ S & ) : ) - :
motivating etudents. It would give spec‘ial attention . to ccoperetive

efforts of -industry and education in developing programs that are

oriented to successful_ cateer development.

. .
P '

that vocational education in the public ecbools is a wasteﬁl_and. There_

3.1 Gilbert T. Sewall, "Vocational Education That Works," Fortune,
(September 19, 1983), p. 68.

32Henrico County, Virginia, "Public Schools: A Prospectus,
1983-84." :

32. . e o o

. : . - {
In sum, our position is that it is too facile a conclusion to argue

P %



:I.e evidence, perhepe fregmentary and often anecdotal, but evidence,-
nevertheless. thet euch programe can be etfective. that a. larqe nurber

of Btudente do not respond well to the elitist pre~college curriculum,

4

but can be we eerved by vdoational programe that oomb:l.ne academio__,,'

. r:l.gor and practieel job experience. - . ' . . " | - . '_'. .

’ ~ -

4
1

| Py o 'counee_l:l.ng._. B |
_ | : | o .
| Pernap'e as :l:nportent' es the~ leerning procee’e :lt'eel‘f an‘d' the
knowledge and skills obtained in the school system. is an avareness on
the part of students of career opportunit:l.ee and an orientation _to 4:he )
' advantagee in the world of work that can accrue to the edqcated pereon. . .,'
Interv:[ewe ‘with executives :I.n :I.ndustry, government. and_ eduoetion. 1
’ indicate that the ,echool system may not be doing an adequate job ‘}n tn:l.s‘

- . . . . ] ’ ) . ) ) i

area. .-~ ~ ., ' R
' " . Tnere :I.e‘ the‘:_lm;reeeion that ooun'ee.l.:l.ng concentrates nnc}uly on the o,
college-bound student, 'and that the counseling evetenu d'oes not reach. far
~ enough down into the lower grades .where attitude formation might include
attention ‘to job and career.,gatns. The question to be asked, of.course,
is whether couneeling- should be tilted :I.n these dire‘ction'e' and, :lf 80,.
. to what extent wonld it be ecbnom:l.cally prof:l.table to devote more ' o
resources to. the t:aek. Given the vast literature that has gleveloped on
counseling’ (:I.nclud':l.né vooetional end educetiona;. counseling), it may be - |
. too much’ to ask that much new research l:e accomplished in this area. - A o
good beq:l.nn:l.ng in this area might be that of a eimple survey of a. random N g

sample of couneeling syeteme in which two questions would be explored:

29
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1) the p:opo:tion of time couneelore in high school spend on
-college-bound etudente as compazed with time epent on counseling a11

- etudente in mattere of job opportunitiee; and 2) tne extent to which

couneeling for career pethe reaches dovn to the lower grades.

Anothex dimeneion of coui\eeling that hae been suggested by some-
obeervexe ie the matter of the px'epaxation of counselors. their own - .

' "motivational cha:acterietice, anﬁ their place in the organizational

etru_cture of the echool syeten. "Is there any evidence that counseling

. positions are considered to be rewarde to individuale of gbility, |
| 'dedication, and motivation, or are theee poets coneideted to be placee-.

_.'whete individuale are ehunted aside?

Difficult to :eeeazch as these topice may be, the basic point made

above is that matching etud’ént abilitiee and motivation to the needs of
the work place may be as important in economic gxowth as are tgxe' '

| learning experiences of etudente in the classroom, shop, or laboratory-,

_Economice Education

Y . N
»

'l‘h'e 1itez:atut of economic growth and . development has "alwaye
recognized that on f the benefits:of education, from the point of view
of growth, ie that of attitudinal change. That is, as individnale are
brought into contact with new ideas as, their caoabilitiee increaee, it
is likely that they will be better disciplined. more innovative, more
motivated, and, in geheral, more productive membere of eociety.

The ratioraLle_ for efforts to bring about a better understanding of

economics among the young is that these young people will grow up to be.

/ :

better participants in the economy._ One peed not embrace the view that |

30
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'wquings “of” the “market mechanism ‘and” the rewards “that “can flow I - "”
- 1949, ‘made remerkable .progress in the p7.;ouotion of a better understanding

"~ Jocal. autonomy, and a sensitivity fo

" tive view to this subject.- !t mﬁt be adnitted\that che aim of this ‘ .

century and into ‘the next.

-
. - -
.
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" the school system is a capitalist pJ_.ot to cﬁpture the minds of the young

o

to appreciate the potential impact of a ci,/tiz&nry which understands the

individuals and to eociety from a product ve econcmy o o S e

I

'.l‘he Joint Council on Econcmic Educa ion has,-since its inception in |

of econonics among teschers and stude ts in the nation's schools. .It )

hes done so in ways that refl,ect a d ersity of opinicn, a respect for . . '

!

\

effective use of scarce resources. »
™ JCEE has been notably euccesefu in bringinq a balanced and objec- L& |

group is to £urther an appreciatipn for the market system. obviously,
in a. different BOCietyo' such aims would be different. In a recent e

feature article, Qary Thatcher /bf; the Christian Science Monitor writes
‘P

. that, "The Soviet Union has just enected one of the nost fsr-reachinq -

c .

school reforms in history. ,ftts specific aim is to help the nation's

'youth prepare for major teqhnological chsnges durinq the rest of this

"33 He cites such reforms as more highly -
trained teachers, 33 percent salary increases, improved textbooks, and a
curriculum that will fsniliat'ize pupils with modern production with time - -
spent in the work place. From the point of view of education in

economics, the interesting quote is from Konstantin chernenko, who said, VL

3:’(;ary 'I'natcher, “Soviet School Reform: Herculean Task," Christian
Science Monitor, (April, 1984), p. 9. . -

v ’ A
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g~ | ‘ ' “All the teachinq p:ocoss today ahould become. in a much greater measuze. o
than before. a vehzl.clo of :ldeological contant. ,34 . T, |
‘“ L - . & statenent 1n 1982 bofore the Nat:lonal comission on Bxcon%oo o
B S | | ‘in Bducation, _the Joint Couno:l.l made speciﬁc :ecoanendationa -on- the . :
| | aubject of educauon 1n economics. !l‘he :elovant xocomondai-ions from i'
’ the. point of view of growth are:. that the private sector continue to o
o bear 8 s:l.qn:l.ﬁ.cant po:t:l.on of the cost of econamic education: that no . . o
.- ; " mass 1n£ua:l.on of qunt Funds. be involved: that offorta bo made to - . /
. | o p:oduca a set of gui unos that would bo used throughout the Unitod R ‘
| ., g
e Statoa ‘a8 to what conatitutos the subject of bconoa'd.cs for the schodls; -
- and that a unifom teachor r.raining effo:t 1n economics become a pa:t of' | . )
'the nat:lon '8, toacher ttaining msti.tuti.ons. | ' g
| Qme reasonable tosoatch goal for the fntu:o@aappears to’ be that °£. '
» ‘ ﬁ : -.examining, ‘possibly in cooperation with the Joint Council, the ways in
o which economics . oould be " bzonght intq every school d:l.strict in the
southeastom United States at some reasona;al.e cost. ’l‘he appealing th:l.ng
./i):’lt such :esearch As that there ‘ta in place an organizat:l.on equipped -
. ‘ . to bring its expertise and resources to bear on this research ‘effort. SRS -
o | " In fac%_f eleven of the -twelva‘ statas of the Southeast have a JCEE
_ facillityA in place, and this organization estimotes' that on a bodqet of
only $2.7 willion they are able to redch 100,000 teachers a yeor.' g
. . g . : *:&
R ’ ' o
, 34 1bid., p. 11, . ' L
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?aculty end Adminietretive Inpute

Common to eu the recent 2. ports on education in the United States _'

ie a conoern £or the quelity of teeohing end the quality of individuale

'being recruited into the proieuion. Thexe ie elso gome concern for tm

© quality of edninietrative efforte.

.ettention be peid to teacher eval‘ ion, thet teacher ealqries be -
A

. etpe

&
L

genereiiy increeaed. that teechere € hew be atcorded more respect. )

-

'e

while there is, indeed, merit in qiving gome attent Zﬁ to teacher

merit and to evaluation end to the need for higher salariee generany. |

-

there is eome indioetion that these recomendetions heve not given

adequate attention to the workinge of the market mechaniem. What these __

recomendetions eppear to overloo)t ie the eegmentation of the labor :

merket for teechers. This eugqeets that the way ‘to recruit and retain

'good teechers in the fielde of teaoher phortags is to tbllow the example

-~

L 4

' differential

whioh face -the lure of induetry and government employment (e.g., mathe-
matics and ecience) _m:st reflect this fact..
What is needed ie a study which would look et the poesibilities for

'scalep for different teacher backgrounds. Such a

teacher organizations. But two c'neiderations ehould be paramount in

the study =-- economic efficacy and political feasibility. Consider

thege factors with regard to two elternative proposels, merit pey and
across-the-board teachers raises. on the economic side, differen*ial

pay by subject and level uses the_ merket to direct teachers to. areas of

33
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'l‘he typical reoonmendetions ‘in thie erea are to euggest that more |

of higher educetion and industry. -selariee of teeohers in disciplinee‘

\

would have to consider cost, teacher morele. and the opposition of

-
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| -'need'. It eliminates the currexat paradox of a surplus of lower elemen-

- tary educatlon teachere coupled‘ with a dearth of, ha.gh school mathematics

-and science teachere. On the polltical eide. it eeeme to be the most

| A palatable of the three appmaches. l'ts ohjectlvlty relative to the. .

o /o0 subjectivity and difficulty of determining merit should make 1t more
L | agreeabld to ’teachere'. And its lower coet, relatlve to acrose-the-board .

v ' relsee (in the face of . notable teacher eurpluses). uld certainly be

| . : _' more acceptable to the public at large. | , '_- SRR

'.l‘hare is an of.ten-dlecussed trend in the management ofe education e

. which -also. .warrants lnveethatlon. This is 'the‘ seemingly l:loated o
bureaucrecy wlthin the public school system A recent edltlou_ : of
?ortux% magazine calls attention to the dramatic 1ncree4 in adm:lnl-'

strative pereonnel relative to student enrollment .and faculty size, -

-' ,not:lng a drop in the rat:lo of pup:lla per edminletrator from 523 in 1950 :

35 Educators somotimes attribute this | increaee in -

_ . : i .
ednlnietratlve personnel to a number of. factors. such as increased

/to 295 in 1980.

government. regulation and the demand for_ more “"services" in student

- A

personnel areas. _ .
*In fect, thie explanetlon is probabli' 'not misplaced. Schools today -

_ ere a far cry from the one-room school house or Mark Hopkins' log. . ‘l‘hey” -

; : are. coutple'x institutions, often the largest | employer in the pollti.‘cel 7 tﬁ_?}

jurisdlcti'on, perhaps having a budget of millions of dollars and several .

thousand personuel. In the language of education, the research area ’is'

one of educational adnuinistration: in the lenguage of economics, it is

»

35Peter Brimlow. “What To Do About America's Schools," Fortune, ,
(Septembe‘k' 19, 1983), pp. 60-64. -—-——-\ o, L

L
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~ that of the .produotion funotion. In either case, what. is -requirad is a Lt B s

LT ‘. study of the optimal nix of teaohors. administration. and oapita:l. in t;:o
g _ ) o : She el

S _ form of bnildings and. equipment. _ 3 o . s S
"In this ragard. the role of private businoss .in the aducational o A

9

_production function emerges as an important issus for’ rossaroh. The RN
' “fe“”“ ‘here 1s ‘to thinqs other than simply qreator f.inanoial '

—

| involvamnt. For oxample, changing vo‘cational tronda, as they relatg to R
) y . .
ourriculum design is.an obvious area where the businass qoamunity has an

intarast and insight. Mso. prinoiples of cost effectivonass’ i and
planning are comon aspacts of successful business administration tnat_
are i’ossibu fnnqiblo in educational production. 'rbsso items includo K It
. ' long-range financial -plsnning. business assessments of how éoonon\io- |
E ; variables affsct school systems. and forscasts ‘of long-term enrolhnants .

8o as to naintain the appropriate. bal.ance between studants, facuity. and\

administration. It seoms that re is much that could be gsined trom ;_;' "
tapping this experience and e ertise in educational refom via &

- - stronger partnership between schodls and corporations. 'rhe job of ths

researcher is to. determine how this cooperation can be brouq_ht about .80

¢ ' ' that business officiency 'might "open‘_— new avenues for the idealism and
| | creativity that have always been the aims of education. B |

" _ o IV. SUMMARY REMARKS

The purpose of this paper has been to introduce educators-to the
diverse economic issues that are implied by educational reform in
' general, with special. emphasis on the relationship between education and

economio growth in the Southeastern United States. To a great extent,




the organization of the paper -springs from a reaction to much of the

L) .

recent literature on educational reform. This 1;'&:&1;@& transmits &

tremendous zeal for t}ae notion of educational refém, but includes.

-little explicit ieconomic - analysis, As economists, we fipd this
sﬁr'prising since _:_noét of the pol:l.cy reco@endations conta:l_.n.e& therein
are r.:l.fe with economic implications. As such, our ptﬁne objective hag
been simply tp identify the economic issues. Throughout, w":e have
‘attempted to highlight imporrtant tesearch‘ directions and, in many cases,
recommend promising methodologies. The ::eseart’:h' topics cited in this
paper are reviewed balow. ™ ’ o

}

Modeling Education and Economic Growth

If there were only one more contribution that economists could
make, perhaps it should be a theory of the linkages between:education

and growth. Historical correlations’ between educational attainment and

/7

per capita income reveal virtually nothing about "the structure of this
relatiénship. A theory of education and growth is nrecessary to guide

policy initiativés. At the same time, one cawnnot overstate the
/

complexity of this issue. Still, a reasonable and valuable andertaking

g

for economic research is to delineate more clearly the anatomy of the

_occupational cycle which seems to characterize‘ growth and requires

rising minimum levels of education. 1In this way, administrators may be

better equipped to implement curricula that lead, rather than lag, the
occupational demands of a growing region. . :
Migration represents another dimension of a growing region, growth

which is attracted from without rather’ than generated internally. Two

36
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studies offer preliminary evidenpe that greater educational expenditure

and in-migration are products of one another. ‘Given that the SOutheast '

as a region is gaining population, the individual states should examine
how signifidaqtly current- and future .in-migration yill influence the

revenues and expenditures for primary and secondary education.

Equity and Fiscal Capacity . \

The consensus that educational reform be equitable has particularly.
deep implicakions for the Southeast. Though there are certainly

exceptions among and within the states, the Southeast as a region is

‘statistically less affluent and less educated. These facts imply that

the region has a bigger eduéational job to do and less native wealth ’
with which to do it. E"or this reason, federal 'assiétance appears as an

-especially' important funding- source. ; At the same time, there is some

evidence that fedex"al funding crite;'ia-may be biased against areas where’
low weal&th‘ is also low dens’ity, the li)cely situation in the Southeast.

Thergfore, states need to inveatigate' which characteristiqs mandate

federal educai:ional aid currently and what .sorts of legislative initia-

tives, b.ased on sound economic evidence, can improve ' the =zoutheastern

states' shares,

’ The notion of eé;uitable educational reform a'lso.has major financial
implications at the state and local 1level. Feldstein has clearly
demonstrated thht the various state aid fi:mula% designed to neutralize
wealth and expenditure discrepancies across districts are imperfect.
For this reason, states that are interested in estimating the cost of

equitable educational reform should also investigate the expenditure and

37
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-requires the combined efforts and interaction of diverse constituencies. "

redistributional implications of Feldstein's wealth-neutralizing model.

Prototypes for such studies currently exiqt.'

| Efficiency Considerations

» ~ ’ Lol ) -

Perhaps more than any other component of American society, education

S8tudents, parents, teachers, administrators, bua_inesses, and governmen't_ ' ’
‘are all involved in wa;s that make measurement and pol:i.cyf presc‘x"iptions o
difficult. However, these interdepéﬁdenciqs make it even more important
that education be 'coet-effect&e. This paper ha§ _consider'ed, therefore,
the _questipns of dgs:lgning ;'esearch thgt addresses this issue. |

In terms of "what® should be taught and "how" it should be taught,
th:l.s paéez: sﬁggests that curriculum be keyed to forecasts of future job
m_arl'cets and q\at research on the effectiveness of the teaching- and ¢ ¥ -;-'f-"_
learning process be undertaken. Spe'cificg_ny. it is suggested that
iesearch on the sensitivity of learning to teacher time ‘be explored foz |
different grade levels and subjects. ;dditio,nally, information %rom | *
*model®” schools should be utilized to evaluate teaching methodology in
"everyday" school .settings. It is further argued that the role of
vocational education be researched 'from the point of view of modernizing
that curriculum and -measm.':ing its rate of return; with due coﬁsideration
for the role of vocational education in student retention.

The issue of counseling is raised because of the importance of J
channeling student interest ‘and motivation into preparation for produc-
tive careers. It is suggested that activities in this field‘ be examined -

to determine whether undue attention is_ paid to the college-bound versus
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the lowet grades.

Clogely rglated to couneeliug is ?(et of attitude fomat.ion‘about, |
and information on, the economy into /hich all students will enter. The. |
:ecomenéation in this paper- is 9(et the work of the Joint Council on

-

Economic Eduea ion be reviewed /and that plans be developed to expand on

the. excellent/foundation alr?ady laid by this ozganization.

Fina Y., this paper considers the ways in which the inputs iuto the .

educatiofal process can ’be most effectively recmited and employed. it

> i

18 euggeeted that the use of market signals fcr teacher salaties be

explo(red and that A:he role of plenning and enalysia be 1:\(::'45@1:3«1Q within
the adminietrat;ive etructuxe ¢ with special attention given to the. :ole'

of the business conmmity in this activity.

44 :



whot

Bibliography

*Adler, Mortimer Jerome. The Paideia Proposal. New fbrk: Macmillan .
Publiehing Cbmpany, Inc., 1982. .

*Boyer, Ernest L. High School: A Report on Secondagy Education in ' o ;
America. New !brkz Harper and now, 1983. ' -‘ .

Brimelow, Peter. “What To Do About Aherica £ ‘Schools." . Portune, September
19, 1983, pp. 60-64. : - . -

Brown, Byron W., and S8aks, Daniel H. "“The Microeconomics of Schoolings How =
 Does the Allocation of Time Affect Learning and What Does It Reveal . . y
_ About Teacher Proficiency?" Inatitute for Public Policy Studies, :
L vnnderbilt University, ‘Nushville, Thnnessee, March 1984.

~w==-=, "Spending for Local Public Education: ‘Income Distribution and the
Aggragation of Private Demands.” Public Finance Quarterly 11 1 (aanuary
1983): 21-45. ' . ’

- -

*Business-ﬂighér Fducation Fbtud. America's Competitive Challenge: The ]
ﬁseed for a National Response. Whphinqton, D. C., 1983.

Cebula, ﬁﬁchard J. “An Analysis of Migration Patﬁgrne and nocal Government ;' ’%i
Policy Toward Public Fducation in the United States.” Public Choice 32 o
(Winter 1977): 113-121. . o

L4

Cohn, Flchanan." The Economics of Bducation. Cambridge: Ballinger
Publishinq Company, 1979. ; . . .
*College Entrance Examination Board. Academic Preparation for COJIeggi
What Students Need To Know and Be Able To Do. New ¥York, 1983, .

An Bmpirical Look at the New Fiscal Federalism."” Review of Economics ' {
and Statistics 64 4 (Novepbbr 1982): 541-552. :

Craig, Steven G., and Inman;T:::;rt P. “Federal Aid and Public Bduacation: f?

Denison, Edward F. Accounting for United States Economic Growth,
1929-1969. Washington, D. C.: The-Brookinga Institution, 1974.

Education Commission of the States. "“A Summary of Major Reports on
Education."” Denver, Colorado, November 1983.

Pederal Reserve Bank of Atlanta. "The Relatioriship Between Education and
Economic Growth and Productivity.” Atlanta, Georgia, May 1984.

Feldstein, Martin S. "Wealth Neutrality and Local "Choice in Public
BEducation.®” American BEconomic Review 65 1 (March 1978): 75-89.

Friedman, lLee 8. Microeconomic Policy Analysis. New York: McGraw-~-Hill
‘Book Company, 1984. :

A

40

45



. . T .

-

Gilmer, Robert W., and Morgan, Daniel C.,.Jr. "wealth Neutral Grants for
Public Bducation." Public Pinance Quarterly 7 3 {July 1979);  259-
281. T ‘_ .. T

Ginsburg, A. L., and Killalea. Je M. "i*att’:erns of Federal Aid to School
. Districts.® Journal of Education Finance 2 (Winter 197‘7): 380~-395,

. *Goodlad, .:bhn' I. A Place Called School: Prospects for the Future. New

York: McGraw-Hill Book Company,. 1983. - . | T

[

Gordon,  Robert J. Macroecongmics (Third Fdit;ion). _Boston: Little, Brown
and Campany, 1984. - ’ '

\

‘ Guthrie. J. W., and Lawton, S. B. “The Distribution of Federal St:hoo'l Aid

Funds.” Bducational Administration Quarterly 6 (Winter -1970): 47-81,

HRagen, Everett E. 'rhe Economics of Development., Homewood. nlinoia:

Richard D. Irwin, Inc., 1975. .

4

Henrico County, Virgj.nia. "Public Schools: A Prospectus, 1983~-84."
Ric"m‘bnd' Virginia. ’98‘0 .

[\
A4 *

Machlup, Fritz.  RBducation and Economic Growth. Lincoln: University of

Nebraska Press, 1970. , fo e .a

’

]

McDonald, M. Brian.~ "!‘dﬁcaéional 'l"quity and the Fiscal Incidence of Public .

. Bducation." Natiopal Tax Journal 33 1 (March 1980): 45-54.

McMahon, Walter W. "An Fconomic Analysis of Major Determirants of
Expenditures on Public Bducation.® Geview of Bconomics .and Statistics
- 52 3 (Augqust 1970): 242-252. ) -

"National Commission on Fxcellence in Education. A Nation at Risk: The
Imperative for Educational Refbrm. Washington, D. C.: U. 8. Government
Printing Office, 1983. .

‘fNational Science Board Commission on Precollege Education in Mathematics,

Science and Technology. Educating Americans for the 21st Century.
washington, D. C.: National Science PFoundation, "983. ) -

Ostrosky, Anthony. "A Further Note on Migration Patterns and local
Goverhment Policy Toward Pablic Fducation." Public Choice 34 3-4
(1979): 505-507. '

Reilly, Gilbert J. “Wealth Neutrality Revisited: Guaranteed Tax Base

Formulas and Local Choice in Public Pducation." Review ©of Economics and
statistics 64 4 (November 1982): 553-561.
[3)

Richmond (Virginia) News Leader, Hay 13, 1984, p. 13. o

Schultz, T. W. "Education and Economic Growth," in N. B. Henry, ed., .
Social Forces Influencing American Education. Chicago: Tiversity of
Chicago Press, 1961, pp. 4§-88. .

41 .

46

vea®
Y



.

-«

'.United fitateg Dapartment 'o‘f Commerce, Bureau of the Census. “General °

. 4 : . :
Sewall, Gilbert. "Vocational Education mat‘q’vbrka. Fortune, September

.19, 1983, p. 68.

*Southern Rag:l.onal Education Board. Meeting the Need for @ality: Action

in the South. Atlanta, Georgin, 1983.

*lask Force on Bducation for Economic &qwth. Action for Excellence: A
' Comprehensive Plan To Improve Our Nation's Schools. Denver, Colorados

BEducation Commission of the States, 1983.,

Thatcher, Gary. "Soviet School Reform: Herculean Task," Christiaﬁ Science
. Monstor, April 1984, P Se . . . . .

»

'rsaixg. Min, and levin, Henry M. "The Impact of Intergovernmental Grants on

Educational bcpenaiture. Review of Bducational Researth 53 3 (Fall
- 1983):  329-368. : . C e e _

'nwentieth Century Fund. .mOre of the Twentieth Centurx rund Task !’otce

on Federal Elémentary and Secondary Education Policy. New)York, 1983,
s~ . . . _

Social and Economic Characteristics: United States Summary.” 1980
‘Cengus of Population. Washington, D. C., 1980, : -

Lo

United States Department of Commerce, Bureau of the Census. Statistical
Abstract of the U. S.: 1980 (100th Edition). Washington, D. C., 1980.

United States Department of Commerce, Bureau of the Census. Statistical
Abiitract of the U. S.: 1983 (103rd Bdition). Washington, D. C., 1983.
[ : . .
United States Department of Bducation. "The Nation Responds: Recent
Efforts To Iprove Education." Washinggon, D. C., 1984.

47

o




