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PAST IS PROLOGUE:

EDUCATIONAL DEFICIENCIES AND THE YOUTH LABOR MARKET PROBLEM

I. INTRODUCTION

Reducing the high rates of unemployment among youth in inner cities and
rural areas has long been on the Nation's policy agenda. In recent years,

the high incidence of deficiencies in basic and employability skills among
these young people has joined their unemployment rates as an issue of

nstionaI concern.

This paper reviews the evidence on youths' basic and employability
skills and on the ways they affect the labor market experiences of young
people, age 16-22. It finds that how well youth fare when they reach these
ages Is largely determined by their experiences before they become 16 years
old. Distinguishing between youth aged 14 or 15 and those who ore 16 or 17
can be misleading. Well adjusted, well educated 15 year olds are likely to
become well adjusted, weli educated 16 year olds. Youth with problems at
age 15 can be expecte4 to continue to have problems at age 16, 17 or 18,

when they have entered the workforce.

To enhance the prospects of youth likely to be "at risk" when they
enter the job market, several aspects of their education must be improved.
This means addressing their deficiencies in basic skills and in knowledge
about the workings of the labor market. For some, it means improving their
"attitudes," attitudes which may have developed because of poor experiences
inside a classroom, within their families or neighborhoods, or both. A
separate, but related, goal is to reduce the school dropout rate: grad-
uktes fare -tter In the job market than dropouts even after taking into
account differences In attitudes and levels of basic skills. For youth
already out of school and "at risk," it Is important to distinguish among
them in terms of the types of deficiencies they have -- poor attitudes, low
levels Lf basic skills and/or lack of a Olploma.

Just as displaced workers have been found to differ in the services
they require, so young people differ in the types of educational assistance
they need.(1) These differences need to be taken into account if policies
and programs designed to assist "at risk" youth are to be successful.

The next section defines the many components of "basic skills" and
"employability skills" and relates them to the expected outcomes of the
educational process. Section II also discusses ways it which information
in labor market research can be interpreted as empitIcal estimates of basic
and employability skills and what receipt of a high school diploma seems to
represent. Section III presents evidence on the magnitude of educational
problems among young people. It indicates likely numbers of youth with
various difficulties and describes the particular characteristics of drop-
outs. The ways in which educational -- or skill -- deficiencies affect
youth's labor market experiences are described in Section IV. Section V
contains the ummary and conclusions.



The paper is based on * review of the research on the labor market

experiences of youth who do not attend college. It builds on previous

literature reviews, most of which were undertaken in the Iate 1970s and

early 1980s,(2) and concentrates on synthesizing work undertaken since that

time.
II. BASIC SKILLS, EMPLOYABILITY SKILLS AND HIGH SCHODL DIPLOMAS

The terms basic skills, employability skills, and high school diplomas

are often used In discussions of youth's education and training needs.

However, policy-makers, researchers and the education and training

community have yet to agree on their exact definitions. The acquisition of

basic skills is considered to be distinct from receipt of a high school

diploma: graduates may or may not have basic skills. At the same time,

there is no universal agreement on the levels of achievement that should be

consistent with receipt of a diploma.

The term basic skills is used in different ways. Sometimes basic

skills are defined narrowly to mean knowing how to read, write, and

compute.(3) Other times, they are defined broadly, to include problem-

solving skills.(4)

Employability skills seem to have several component's -- having "proper

attitudes," information about the job market, and occupation-specific

training. However, these several components have not been precisely

defined. "Having proper attitudes" appears to include a variety of

attributes -- being neatly clothed and groomed, honest, dependable, willing

to work, and able to get along well with others.(5) Having information

about the job market includes several items: knowing about (a) alternative

occupations, their educational requirements, and the wages they offer; (b)

effective methods of job search; and (c) how to behave in job inter-

views.(6) Occupation-specific training include,s training obtained in

vocational education courses while youth are still in school, and, among

out of school youth, training obtained on the job, in the armed forces, in

apprenticeship programs, or through federally sponsored programs, such as

those funded under the Job Training Partnership Act (JTPA).(7)

Expected Outcomes of Education

Acquiring all these skills -- narrowly defined basic skills, broadly

defined basic skills and employability skills -- Is part of the educational

process. Each skill has Its counterpart In the expected outcomes of young

people's education. In this context, education Is defined broadly: the

term represents the full process by which people learn. Education

includes, but goes beyond, formal schooling. It occurs In a variety of

settings: young people learn not only through their experiences in echool,

but also through experiences within their families, their neighborhoods,

and the general environment including through exposure to newspapers

magazines and television.



For purposes of relating basic and employability skills to the

education process, it is helpful to categorize the expected outcomes of
education as --

1. acquisition of reading skills;
2. acquisition of knowledge (such as math, history, spelling and

grammar) gained through the use of reading skills;
3. acquisition of knowledge gained through observation of the

"world around one" and through interaction with family, friends
and others;

4. successful application of previously gained knowledge to new
situations;

5. development of attitudes and behavior that are consistent with
being productive members of the society, polity and
economy.(8)

The acquisition of basic skills (narrowly defined) most closely approxi-
mates the acquisition of reading skills and of knowledge, through reading and
other means -- the first three outcomes on this list. Acquiring basic skills
(broadly defined) includes also the fourth outcome, which is basically the
acquisition of problem-solving skills.

Acquiring employability skills means obtaining basic skills, and more.
First, it also means having acquired knowledge not only in wIch areas as math
and history, but also knowledge about the labor market. Second, it may also
include having acquired some occupation-specific skills, such as that
obtained through vocational education. Third, having employability skills
means having developed "proper attitudes and behavior," the fifth outcome on
this list.

It should be noted that receipt of a high school diploma is not listed as
a separate educational outcome. Rather, it measures some -- typically
unspecifiti -- level of achievement of all the goals combined. As such,
receipt of a diploma is similar to the acquisition of employability skills,
although employability skills may also include occupation-specific training.
As a practical matter, some states have minimum basic requirements for
graduation and a diploma Is often a prerequisite for additional formal
education and for many jobs.

Measuring Basic and_Flulayatillq.JILLUL

The labor market literature contains data that can he interpreted as
empirical measures of the educational outcomes of basic and employability
skills. These thou' can also be evaluated to see how various dimensions of
basic and employability skills affect young people's labor market
experiences.

There is some information that may be directly interpreted as estimates
of the extent to which youth have attained a particultb,; goal.



In this category are various measures of vocational education courses

taken. Also, acquisition of narrowly defined basic skills can be measured by
Armed Forces Qualifying Test (AFQT) scores and_scores on prose tests (reading
and interpreting prose, as in newspaper articles, nagazines and books).(9)

Most of the information is more accurately described as rough indicators
of the extent to which youth have attained the goals of basic and employa-
bility skills. The ways In which this type of information is interpreted
here require explanation.

First, letter grades In school capture two elements of the process of
education or skill acquisition. They measure the extent to which youth have
acquired basic skills -- how much they know and how well they know it. In

addition, among otherwise similar students, more motivated ones would be
expected to have higher grades. Thus, to some extent, letter grades may also
be interpreted as measures of attitudes, in this case toward learning in
school.(10)

Second, delinquency aad having been disciplined by school authorities may
also be interpreted as indicators of the attitudes of tn-school youth. (It

is recognized that to some extent being disciplined in school also captures
the practices of schools in the way they handle "difficult" students.) Among

out-of-school youth, comparable measures Include delinquency or engaging in
illegal activities, and "absenteeism from work." All of these are measures
of youth's actions, from which their attitudes can be inferred. It seems

reasonable to state that the more a young person has engaged in delinquent
behavior, been disciplined by school authorities or has unexplained absences
from work, the less likely he/she is either to have the attitudes deemed
proper within society as a whole or to be motivated to behave responsibly in
social or work settings.(11)

Third, measures of the particular employability skill --- having know-
ledge about the workings of the labor market -- are imprecise. Estimates of
how much youth know about different occupations have been found to proxy for
young people's IQ levels and appear to have little value as indicators of

their labor market knowledge.(12) More reliable indicators of youth's know-
ledge in this area appear to be measures of their actions. Here there is

some information on how young people go about looking for work and what
references they have for potential employers.(13)

reamulisILALItieLls1=12DIEll

While there have been many investigations of the "dropout problem, the

emphasis has been on the forces that influence young people's decisions to
leave chool, rather than on the educational attributes of graduates versus
dropouts. Still, from these examinations and from data on test scores, ft Is
possible to compare and contrast some of the differences betweea graduates
and dropouts. Because there is no commonly accepted standard for graduates'
skills, knowledge or attitudes, the information presented here describes the
achievements of graduates (who do not attend college) in relative terms --
how they compare to dropouts.(14)



Youth with diplomas have higher average levels of basic skills than

dropouts, although the extent of the difference does not seem to be large.

On a prose test given to a nationwide sample of 21 to 25 year olds in 1985,

white and black high school graduates had on average score that was 25 points

(out of 500 points) higher than white and black youth without diploma; the

average score of Hispanic graduates was almost 40 points higher than of those

without a diploma.(15) Similar results have been found using other measures

of basic skills, such as grades and AFQT scores.(16)

Through their actions, graduates demonstrate that they have different

attitudes from those of dropouts. The two groups tend to behave differently

years before they leave school and several years afterwards as well. Young

men and women graduates are less likely than dropouts to have engaged in

delinquent behavior during their school years.(17) After leaving school,

male graduates are less likely than dropouts to engage in illegal activities

and they are less likely to be discharged "for cause" by their employers.

Among inner-city black young men in particular, graduates are less likely

than dropouts to have unexplained absences from work.(18)

Taken together, these results suggest that youth who have diplomas have

acquired more knowledge then dropouts, to some extent pt. least. As impor-

tant, they are more likely to have socially acceptable attitudes and

behavior. To the extent that employers Interpret a diploma as representing

both these attributes, a diploma becomes a "signalling device": a graduate

will likely fare better in the job market than a dropout even if a particular

dropout does not differ from a particular graduate in either knowledge or

attitudes.

III. DIMENSIONS OF THE EDUCATIONAL PROBLEM

Thls section describes what Is known about the number of youth who have

deficiencies in their educational backgrounds. It also describes the

characteristics of dropouts since, as the next section indicates, youth who

lack diplomas are especially likely to have difficulties in the job market.

While policy-makers, employers, and education and training practitioners

realize that some youth have deficiencies in their educational backgrounds,

there are serious difficulties in attempting to estimate their numbers. A

major reason for these difficulties is the lack of agreement on a set of

definitions for "educational deficiencies."

The number of dropouts Is typically used to estimate the dimensions of

the educational problem since, In theory at least, receipt of a diploma can

be easily measured -- a person either graduates or does not. In practice

however, there is no one figure that Is totally reliable: different data

sources provide different counts of the number of dropouts In an age

group.(19) A second problem with this measure of educational deficiency was

noted earlier: there are several uncertainties over the meaning of a

diploma.



The numbers of youth who lack 'asic skills, proper attitudes, or
information about the job market are even more difficult to determine. While
there are some published data that suggest the number who lack basic skills,
information on attitudes is found only for dropouts, and there is-no
published information on the number who lack information about the several
dimensions of the workings of the labor market described earlier.

Test scores on reading levels offer evidence on the extent to which youth
lack basic skills. There is some information on reading abilities of young
people who were 21 to 25 in 1985 and some on the reading proficiencies of
youth aged 9, 13, and 17 over the period 1970 to 1983.

Data for 21 to 25 year olds associate reading scores with that which
would be expected of typical eleventh grade students and typical eighth grade
students. Findings here indicate that 38.5 percent (about 7.7 million young
people) read below average for youth in the eleventh grade and 20.2 percent
(4.4 million persons).are below average for eighth graders.(20)

Lack of proficiency in reading is particularly prOblem among blacks and
Hispanics, according to these data. (See Diagram 1.) For example, 15
percent of white 21 to 25 year olds, but almost 30 percent of Hispanics and
almost 50 percera of blacks in this age group read below the eighth grade
level.

Data on the reading abilities of 9, 13, and 17 year olds associate test
scores with certain levels of proficiency rather than with grade levels.
Findings here indicate that almost 100 percent of 17 year olds have a "basic"
level of proficiency, which is defined as "the ability to understand specific
or sequentially related information."(21) A smaller proportion is proficient
at the next highest reading level: 84 percent of 17 year olds read at the
"intermediate" level, a level which suggests "an ability to search for
specific information, interrelate ideas, and make generalizations."(22)
Alternatively stated, approximately 600,000 17 year olds (16 percent) do not
meet this standard.

Diagram 2 gives the proportions of white, black, and Hispanic 9, 13, and
17 year olds who read at the intermediate level over the period 1973 to 1983.
As shown in this diagram, by age 9 blacks nd Hispanics already lag behind
whites in their reading proficiency. For example, in 1983, 22 percent of
white 9 year olds were at the intermediate level, compared to 4.5 percent of
blacks and Hispanics. But great strides are made between ages 9 and 13.
While between 1973 and 1983 there were only small increases in the
proportions of black and Hispanic 9 year olds who read at this level, izable
increases occurred among 13 year olds -- from 24 to 35 percent among blacks
and from 30 to 39 percent among Hispanics.

In general, differences among white, black, nd Hispanics are diminishing
within all age groups. This is occurring because the percentages of "good
readers" among black and Hispanic 13 and 17 year olds are Increasing while
the percentages among whites were approximately constant. To the extent that



these trends continue, it could be projected that over 70 perr.ent of black

and Hispanic 17 year olds (and 40 percent of the 13 year olds) will be
reading at the intermediate level by the beginning of the 1990s.

National data indicate that the proportion of students dropping out has

remained relatively steady over the past decade. (See Diagram 3.) About 15

percent of 20 to 24 year olds do not complete high school and have not

received a GED after leaving chool. The proportion of black 20 to 24 year
olds without a diploma or GED has been declining, but still remains above the

national average, at about 20 percent. The proportion of Hispanic 20 to 24

year olds without a diploma has fluctuated around 40 percent. Overall, in

1986, there were a little over 3 million 20 to 24 year olds who had not

completed high school.

Age-specific dropout rates provide useful insights into these figures:

they indicate at what ages different groups drop out and return to school to

obtain GEDs. The dropout rate of 17 year olds measures the proportion who
leave school prior to the normal sc:iool leaving age; dropout rates among
18-19 year olds measure the proportion who did not complete school at the
typical graduation age; and dropout rates for youth pver age 19 are the
proportions who both left school and did not return to obtain either a
diploma or a GED.(23)

As shown in Dievam 4, white and black youth are about equally likely to
leave school prior to age 18, the typical graduation age. Among young people

age 18 and older, dropout rates among blacks ere higher than those of whites.
At every age, Hispanic dropout rates are substantially above those of blocks

and whites.

These age-specific data also permit developing rough estimates of the
number of youth who are likely to be dropouts in the future. (See Diagram 5.)

The 17 to 22 year ads in 1994 are currently 10 to 15 years of sge; and the
17 to 22 year olds in 1997 are presently 7 to 12 years of age. These pro-
jections suggest that there will likely be 3 million dropouts among 17 to 22
year olds in 1994 if the dropout rates of the late 1970s and early 1980s

prevail.(24) Of these 3 million youth, 60 percent are whlte; almost 25
percent, Hispanic; and a little under 20 percent, black.
Characteristics of Drop_lats

In the literature on youth's labor market experiences, there have been

many investigations of the characteristics of graduates compared to drop-
outs.(25) While precise approaches and results differ among researchers
there are some general findings.

This research on dropouts has been plagued by an important methodological
Issue that has crucial policy Implications. The problem is that that dropouts

-- solely because they lack diplomas may be more susceptible to losing
their jobs, nd to having difficulties finding new ones. Alternatively, as
suggested earlier, it may be that dropouts have characteristics -- such as
poor attitudes -- that would lead to labor market problems even if they had
diplomas. One of the most important findings implicit in the literature is
that both problems seem to exist: there are differences among dropouts.
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DIAGRAM 2. PROPORTIONS OP 9, 13, AND 17 YEAR OLDS WHO READ AT THE INTERMEDIATE

LEVEL* BY RACE/ETHNICITY, 1974, 1979, AND 1983
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DIAGRAM 3. PERCENT OF 20 - 24 YEAR OLDS WITHOUT A

HIGH SCHOOL DIPLOMA, 1974 - 1985 BY RACE AND ETHNICITY

Percent

50

40

30

20 1

10

0

1974 1978 1980 1981 1985 1986

Source: U.S. Bureau of the Census, Current Population Reports,

Oeries P-20, No. 274, Educational Attainment in the United States:

March 1973 and 1974, U.S. Government Printing Office, Washington,

D.C., 1974;'No. 356, Educational Attainment in the United States:

March 1979 and 1978, U.S. 'Government Pr nt ng 0 ce, Washington,

D.C., 1980; No. 390, Educational Attainment in the United States:

March 1981 and 1900, 4---------mmiiiU.S.IMpverlurITIFF5157615Trilel7INENriiiton,

D.C., 1984; U.S. Bureau of Labor Statistics, *Educational Attain-

ment of Workers,".February 1986, and August 1986.

13



DIAGRAM 4. AVERAGE AGE-SPECIFIC DROPOUT RATES AMONG
17 - 22 YEAR mps EY RACE AND ETHNICITY
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DIAGRAM 5

PROJECTED NUMERS OF SCOQIN, DRQUIWIS, AGE 17 - 22

BY RACE AND ETHNICITY, .M4 - 11U/
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In broad terms, the characteristics of young people's families, the

schools they attend, the areas in which they live, and youth's own attributes
operate separately and in combination to affect how youth fare in school and

their dropout tatus. During their schooling years, young people are "being
educated" in several settings and their experiences in one setting -- uih as
within the family -- affect their experiences within another, such as the

classroom.

Graduates and dropouts tend to have different types of home life.

Dropouts are more likely than graduates to come from poor families, where

either the mother or father is not in the home, and the parent who Is there

has not completed high school.(26) Row such a family life affects young
people can be gleaned from their own statements, for example, Hispanic
students (who are more likely than white youth to live in low-income families
and have parents without high school diplomas) are more likely than whites to

report that the following adversely affects their school work: "worry over

money problems," "lack of a good place to study," and "parents aren't
interested in my education."(27)

But not all dropouts come from poor and unstable families-and not all such

families have children who are dropouts. Youth's own characteristics are also

Important to examine.

First whether young people are white, black, or Hispanic is not important

to their dropout behavior once other factors (such as their family

backgrounds) likely to influence this action have been taken into account.
Black youth have a lower probability of dropping Oe: of school than whites and
Hispanics are no different from whites. These findings indicate that the
reasons for the high dropout rates among blacks and Hispanics (shown in
Diagrams 3 and 4) are related to blacks' and Hispanics' higher probability of
experiencing the other factors affecting the drop-out decision.(28)

Second, young men and women do not differ In their likelihoods of leaving
school early. The reasons they offer for dropping out do differ: over a
third of young women dropouts, but 5 percent of young men dropouts report that
marriage or pregnancy was their reason for leaving school.(29)

Third, dropouts can be distinguished from graduates by their levels of
academic achievement -- or hasic skills -- and their "attitudes." To some
extent these characteristics of youth can be separated; but to some extent,
they are also interconnected.

Academic achievement is measured by the extent to which youth move from
one grade level to the next, and by how well they progress in their learning,
that Is, by the letter grades they receive in subject areas. Viewed in this
way, the process of education becomes a series of building tdocks. For
example, at early grade-levels, children learn how to read; they are tested on
that skill and depending upon their scores, move to higher grale-levels. At

higher grade levels, the same process occurs, only they sre tested on
kuowledge of subject matter, which they acquire by using their previously
gained reading skills.

BEST COPY AVAILABLE



But students' academic achievement at every grade-level Is influenced by

their attitudes, and conversely their attitudes are influenced by their

achievement. In part, these attitudes develop as a result of the schooling

process. Students having difficulties learning can become frustrated; and in

turn, past frustrations can reduce children's desire to learn. In part too,

these attitudes develop as a result of experiences outside the school, within

their families and neighborhoods, for example.(30)

In short, the process of becoming educated requires progress on (at least)

two fronts simultaneously -- academics and attitudes.(31) School systems bave

long recognized this need; at early grade-levels students are often evaluated

not only on the basis of their knowledge of subject matter, but also on the

bas s of their behavior and deportment In the classroom.

Poor academic achievement -- at least as early as the junior high school

years -- Is a characteristic of young people who become dropouts. After

taking Into account other factors which influence dropout behavior, youth who

had low leLter grades or had been retained in a particular grade-level a year

or more, are more likely to dropout years later than either youth with higher

letter grades or youth who had not been age-grade delayed.(32) Among young

women, lou levels of achievement are associated with 'subsequent marriage or

pregancy as the reason given for dropping out.(33)

Youth's attitudes are similarly important. Yo%Ing people who engaged In

delinquent behavior in their early teen years -- or were disciplined by school

authorities -- are more likely to become dropouts than those who were not

delinquents or had not been disciplined. This finding holds after taking into

account the separate effi;.cts of other influenct6 on their dropout behavior,

such as their achievelftent levels, and family income and education.(34)

This particular result regarding delinquent behavior in the early teen

years Is important for two reasons. First, delinquents are more likely to

have poor relations with their families than nondelinquents. This particular

finding highlights the critical nature of the connection between life inside

and Gutside school.(35)

Second, youth who are both delinquents and dropouts appear to be a

different group from those who are dropouts but not delinquents. Those with

"attitude problems" at age 14 or 15 are likely to be the same ones who,

several years later, have with the greatest difficulties connecting

successfully with the job market.(36)

Because these gropouts are likely to have particular problems after they

leave school, it is useful to try to estimate their numbers. This can be

accomplished by assuming that the students with the "worst attitudes" (the

most difficult delinquents) are those most likely to be suspended or expelled

from school. Under this assumption, 10 to 11 percent of young male dropouts,

and 2 to 5 percent of young female dropouts, can be categorized as having

'attitude problems."(37) This could amount to around 200,000 of the

approximately 3 million 20 to 24 year old dropouts.



IV. THE EFFECTS OF EDUCATION ON YOUTH'S LABOR MARKET EXPERIENCES

Failure to achieve any of the expected outcomes of education -- basic

skills,
employability skills or a high school diploma -- may subsequently

affect a young person's labor market experiences in several ways. Compared

to otherwise similar people, those with educational deficiencies may

o have a higher probability of becoming unemployed;

o once unemployed, take longer to find new work;

o once employed, be more likely to lose their jobs;

o once employed, have lower paying jobs (earn Iess per hour); or

o have both less stable and lower paying jobs, res.alting in lower

earnings over the coarse of a year.

This section reviews the evidence on the labor market effects of

having basic and employability skills and of having received a high

school diploma.(38)

The Effects of Basic Skills and Employability Skills

Acquiring basic skills has a payoff in the labor market, especially for

white and Hispanic youth. This finding Is based on research that used AFQT

scores as 0h ,!.. measure of narrowly defined basic skills.

After taking into account youth's dropout status and other factors

likely to Influence their labor market experiences, white and Hispanic

young men and women with higher levels of basic skills average (a) more

weeks of work per year and (b) higher hourly wages than those with lower

skill levels. The payoff to basic skills is not as strong among blacks.

Again after controlling for other factors, young black women with higher

levels of basic skills do not appear to work more weeks or earn more per

hour than their counterparts with lower skill levels. Young black men with

higher skill levels work more weeks per year than those with lower skill

levels, but there is no apparent difference between the two groups' hourly

wages.(39)

In general, students who had high letter grades in school are more

likely to find jobs shortly after leaving school than those with low

grades. But their successes in finding work do not appear to be due to

greater levels of basic skills, as reflacted In their grades. Employers

tend not to ask for school transcripts Oen they are interviewing

youth.(40) Rather, it seems likely that the same positive attitudes -- and

high levels of motivation -- which led to good grades In school are being

manifested In the young people's attempts to find work. They can be

looking harder for jobs, making better impressions on potential employers,

or both.

There Is direct evidence that employers view proper attitudes as an

Important attribute In their hiring process. According to one survey, for

jobs typically held by male high school graduates, more employers consider

attitudes toward work (such es, dependability and being a good team member)

rather than basic literacy -- as very important job qualifications.(41)



0
But positive attitudes and high levels of motivation do not appear to

help inner city black youth find work. Among these young people, those

with low grades are as likely as those with high grades to become employed.

(42)

Once on the job, black youth with high arid low grades appear to behave

differently, and this difference explains one source of their joblessness.

Inner-city black youth with low grades are more likely than those with high

grades to have unexplained absences from work -- which is itself measure of

attitudes. Moreover, absenteeism is associated with losing a job: youth

who have frequent unexplained absences are more likely to be discharged by

their employers than those with few such absences.(43)

This finding does not imply that discharges are a major reason why

youth leave their jobs. Most job leaving is either voluntary on their part

or it is due to layoffs.(44)

As young people sge, those who had higher letter grades in school come

to earn more per hour than those with lower grades, especially the

women.(45) Whether grades are signalling higher levels of basic skills, or

greater motivation, be not totally clear. For young women at least, to

some extent, they are signalling the acquisition of.basic skills. The

types of occupations women typically hold -- secretarial and clerical --

require skills such as knowledge of correct spelling and grammar.(46)

Women with greater proficiency In these areas have higher wage increases

over time than those without such proficiency.

The particular employability skill -- occupation-specific commercial

training while in school -- has a payoff to young women. Compared to young

women who take few commercial courses in high school, those who train

heavily in this area have higher annual earnings throughout the transition

years. This difference In earnings is initially due to both higher hourly

wages aGd a greater number of weeks worked per year. Over time, the higher

average earnings' level of women with commercial training is due to a

greater numher of weekr worked per year the advantage they had in hourly

wages disappears.(47)

In the first few years after leaving school, young men who train

intensively In ae trade and industrial arts earn more per year then those

who take few courses in this area. To some extent, this earnings'

difference is due to higher wages; and to some extent, it is due to working

more hours per week. Over time, however, the positive effects of training

in the trade and industrial arts diminish: those who do not have this type

of vocational background earn as much per year as their counterparts with

it.(48)

A second component of employability skills is knowledge of the workings

of the job market. There Is evidence that youth have some understanding of

the Job search process. When looking for work, young people use many

methods: they contact employers directly, ask friends and relatives, look

at newspaper advertisements, and go to public fInd private employment

agencies, among othern.



Direct contact with employers is a method used by about two-thirds of

unemployed young people -- males and females; whites, blacks and Hispanics;

graduates and dropouts. This is one of the most effective ways to find

work for people of all ages. But about a third of unemployed youth also

look in newspapers -- a relatively ineffective way to find jobs. While

asking friends and relatives about prospective employment opportunties is

likely to have better payoffs than newspaper ads, roughly 20 percent of

young people use this method. (Of course, asking friends and relatives

about jobs is likely to be helpful only to the extent that they have useful

information.)(49)

Youth appear to be unaware of the importance of references in job

interviews with potential employers. Moreover, black youth seem to have

fewer references thaa white youth.(50)

The Pa off to Basic Skills versus IU h School Diplomas.

While the acquisition of basic skills has a psyoff in the job market,

the payoff to a diploma seems to be even greater. Shortly after leaving

school, young men with diplomas earned $1600 more per year than otherwise

similar dropouts; among women, graduates earned $1500 more. By comparison,

"If dropouts were to increase their human capital tor level of basic

skillsl, as measured by AFQT, to the same level of terminal graduates (a 20

point increment), for both males and females the resulting gain in earnings

would be only about $700.-(51) Similar results have been found where the

test was for the effects of years of schooling verus IQ (which might be a

proxy for having acquired basic skills) on the earnings of men 19-32 years

of age.(52)

These findings are consistent with the view expressed earlier that a

diploma represents more than acquisition of skills and can, in fact,

operate as a signalling device to employers. Picking up on this signal,

employers can come to view a diploma as a necessary credential for jobs.

From an administrative standpoint, receipt of a diploma is also a

relatively easy way to sort among job applicants. At least in large

companies, jobs are often categorized according to the level of education

they require -- less than a high school diploma, high school diploma, and

college degree.(53) To the extent that (a) a high school diploma is an

Important determinant of hiring and layoff policies and (b) at the entry

level, pay scales are associated more with jobs than workers, then a

diploma can have its own separate effect both on young people's likelihood

of finding jobs, losing jobs, and on the wages they earn.



The Effect of a High School Diploma

Solid empirical
evidence on the ways In which a high school diploma-

affects the employment and unemployment experiences of youth has only begun

to appear over the past few years. As recently as 1979, it was noted that

...high school dropouts tend to have much higher rates of

unemployment than graduates; but after adjusting for other

differences between the two groups, the relationship is less

clearcut. While some research has indicated that a diploma

raises the probability of obtaining a job, other studies have

found it has no effect and still other studies have found that

a high school diploma assists young white men but not members

of other demographic groups.(54)

The labor market benefits of graduation from high school differ between

young men and women. There may also be some differences between Hispanic

and nonRispanic youth and between white snd black young men, although the

evidence is inconclusive.

For men there are clear economic payoffs to graduatIon. These payoffs

begin the first year after they leave school, and continue through the

transition years. Male graduates have fewer weeks of unemployment, earn

more per hour, and have higher annual earnings than dropouts.(55)

For women the payoff to a diploma comes largely through longer periods

of employment. In the first year after leaving school, women graduates

have fewer weeks of unemployment, and they earn more per hour than their

counterparts who have dropped out. A few years later, graduates continue

to earn more per year than nongraduates because they have more weeks of

employment than those who have dropped out. Graduaces no longer earn more

per hour than their nongraduate counterparts.(56)

One of the reasons for dropouts' shorter periods of employment and

longer periods of unemployment appears to be their greater susceptibility

to losing their jobs. As dropouts gain experience in the job market, both

their turnover rates and their likelihood of involuntary separations

decline. Nevertheless, dropouts remain more susceptible than graduates to

losing their jobs. For most dropouts, this job loss Is due to layoffs --

reasons beyond their control; but approximately 10 percent of dropouts who

lose their jobs have been discharged "for cause."(57)

While women graduates fare better in the job market than their

counterparts who are dropouts, on average, women graduates fare less well

than male dropouts. The young women do experience less unemployment, and

about the same number of weeks of employment as male dropouts. However,

their average hourly wages, and thus their average yearly earnings, are

below those of the sen.(58) A major reason for the differences between men

and women appears to be in the types of jobs the two group5 tend to hold.

Occupations in which women are concentrated pay less than those in which

men are concentrated.(59)
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As indicated above, there may be differences among race and ethnic

groups in the payoffs to a diploma. In particular, unlike whites, black

and Hispanic graduates may be as susceptible to losing their jobs as their

counterparts who are dropouts.(60) The precise reasons for these differ .

ences are not clear, in part because the datit'on which they are based were

collected in the early 1980s -- when the national unemployment rate was

beginning to rise. It may be that minority group youth are concentrated in

occupations and industries which were especially affected by the downturn

in the economy.(61)



V. SUMMARY AND CONCLUSIONS

This review of the literature has identified particular areas that

merit closer examination in public policy ..discussions of the linkages

between youths' education and their labor market experiences. This section

summarizes the areas of concern. Subsequent work by the National

Commission for Employment Policy will investigate the policy Implications

of the findings of this paper and other education/labor market research.

The years between age 16 and 22 are termed the "'transition years." At

age 16 youth begin to leave school (legally) and enter the workforce. By

age 22, young people have typically completed their formal education and

are developing work- and life-style patterns characterized as "adulthood."

Most youth go through these years successfully. But some have

difficulties finding and keeping jobs, and they earn low wages for workers

their age. Most of these "et risk" youth are located in the Nation's inner

cities aLld rural areas.

In large measure, young people's labor market successes and problems

have their roots in the youth's childhood experiences. A series of

successes when young -- good family relations and positive schooling

experiences -- leads to people 1.010 are well prepared academically and

emotionally for the transition years. A series of problems when young --

difficulties at home or in school -- leads to people who lack the reservoir

of knowledge necessary for successful transition into adulthood.

Some of the at-risk youth left their childhood years without high

school diplomas; others left without having leamed the basic skills; still

others left without having developed the "attitudes" consistent with being

productive members of society or of the workforce. "Poor attitudes" may

mean anti-social behavior; ignorance about the behavior expected of them;

or low expectations for the future, and with those expectations, a lack of

motivation. Some have a combination of these problems.

There are a few rough estimates of the numbers of young people with

these various difficulties. About 3 million 20 to 24 year olds in 1986 did

not have diplomas or CEDs. Among them, about 200,000 may have attitudinal

problems that result in anti-social behavior. Basic skills deficiences are

likely to be a problem for 4.4 million 21 to 25 year olds who read below

the 8th grade level In 1985; for another 3.3 million who read below the

llth grade level, and for some 600,000 17 year olds who, in 1983, did not

read at a level of proficiency suggesting "an ability to search for

apecific information, interrelate ideas, and make generalizations."

In recent years the Nation has expressed a commitment to improving the

basic skill level of youth likely to be "at risk" when they enter the labor

market. This commitment is an important step in enhancing their prospects

for the future.



The extemt to which these young people's basic skills will be improved

depends in part upon dults' recognition that youths' acquisition of these

skills goes hand-in-hand with their attitudinal development. To ome

extent, low grades In school reflect difficulties
learning; but to some

extent they also reflect a lack of motivation. Finding ways to motivate

young people to learn is s critical part of assuring they do learn.

Youth whose attitudes are manifested in nti-social behavior are

another area of concern. These young people may have deep-seated problems.

In any case, their attitudes impinge upon their schooling; and as a

consequence, it is probable that these young people will also have neither

basic skills nor diplomas.

At-risk youth also need to understand what employers expect In job

interviews, and on the job. To some extent they may be ignorant of proper

behavior, rather than intent on negligent behavior. The number of youth

who need assistance in this area is not known, but there are insititutions

and programmatic structures which can help them, for example schools and

programs funded under JTPA.

Reducing the school dropout rate among minorities is a major way to

improve their prospects in the labor market. This is important for several

reasons. Hispanics and blacks have dropout rates well above those of

whites and they are disproportionately represented among youth having

difficulties In the job market. In addition, employers seem to use

diplomas as signalling devices that youth have good attitudes and some

level of basic skills; and a diploma is a prerequisite for many jobs and

for additonal education.

Reducing the school dropout rate requires policies that incorporate

youth's development of basic skills, attitudes, and knowledge of expected

behavior in the workplace. By doing so, such policies would take into

account the differences among potential dropouts. Some potential dropouts

may not understand the importance of a high school diploma; others may be

doing poorly in school, in some cases, because they are not motivated to

learn and, in other cases, because the material is difficult for them.

Still others have the severe attitudinal problems, mentioned above, that

result in disruptive and anti-social behavior.

Moreover, actIons to prevent students from dropping out can usefully

begin vell before young people reach age 16. It Is possible to identify

youth -- at least as early as in their junior high chool years -- who are

likely candidates for being at-risk In the education system, and later on,

at-risk In the job market..
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