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COMMENT

A matter of Degrees

Why college is not an economic cure-all

BY CLIVE CROOK

t is unusual nowadays to ven-

ture more than five minutes into

any debate about the Ameri-
can economy—about widening
income inequality, say, or threats
to the country’s global competi-
tiveness, or the squeeze on the
middle class—without somebody
invoking the great economic cure-
all: education. We must improve it.
For a moment, partisan passions
subside and everybody nods.

But only for a moment. How,
exactly, do we improve education?
Where does the problem reside—in
elementary schools, high schools,
or college? Is the answer to recruit
better teachers, or to get more stu-
dents moving from high school to
university? Should we spend more
public money? Change the way
schools are organized and paid for
(supporting charter schools and
vouchers, perhaps)? In no time, cor-
rectly orthogonal positions are laid
down, and the quarreling resumes.

But nobody challenges the impor-
tance of the issue. The centrality of
education as a driver of the Nation’s
economic prospects appears beyond
dispute.

Yet the connections between
education and economics are not
as they seem. To rest the case for
improving schools and colleges
largely on economic grounds is a
mistake. It distorts education policy
in unproductive ways. And though
getting education right surely mat-
ters, more is at stake than a slight
increase in economic growth.

Everybody understands that, as a
rule of thumb, more school means
a bigger paycheck. On average,
having a college degree, rather than
just a high-school degree, increases
your earnings by about two thirds. A
problem arises, however, if you try
to gross up these gains across the
whole population. If an extra year
of education equipped students
with skills that increased their pro-
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ductivity, then giving everybody
another year of school or college
would indeed raise everybody's
income. But take the extreme
case, and suppose that the extra
year brought no gain in productive
skills. Suppose it merely sorted
people, signalling “higher ability”
to a would-be employer. Then giving an extra year of school to
everybody would raise nobody’s income, because nobody’s
position in the ordering would change. The private benefit of
more education would remain, but the social benefit would
be zero.

However, the case of an extra year of education does not
need to be all or nothing: another year of study usually does
impart some productivity-enhancing skills. But how much? A
year of extra training in computer programming presumably
has a direct material value. An extra year spent learning medi-
eval history might improve a student's intellectual self-disci-
pline and ability to think analytically, but has lower material
utility: nobody studies feudal land grants for the boost to life-
time earnings. So aggregated figures such as the proportion
of high-school graduates going on to college—a number that
is constantly cited and compared internationally—tell you very
little [in terms of material utility].

Toting up college matriculations as a way of measuring national
success is doubly ill-conceived if the signaling function flips over,
so that a college education becomes the norm, and college non-
attendance is taken to mean “unfit for most jobs.”

In 2004, sixty-seven percent of American high-school graduates
went straight on to college, compared with just under fifty per-
centin 1972. This is widely applauded. It looks like progress—but
is it really? Failing to go to college did not always mark people
out as rejects, unfit for any kind of well paid employment. But
now, increasingly, it does. In a cruel paradox, this may be one
reason why parental incomes better predict children’s incomes in
the United States than they used to—in other words, one reason
why America is becoming less meritocratic. A college degree
has become an expensive passport to good employment, one
for which drive and ability less often can substitute, yet one that
looks unaffordable to many poor families.

Many occupations are suffering from chronic entry requirement
inflation. Hotels, for instance, used to appoint junior managers
from among the more able, energetic, and presentable people
on their support or service staff and give them on-the-job train-
ing. Today, according to the Bureau of Labor Statistics, around 800
community and junior colleges offer two-year associate degrees
in hotel management. In hotel chains, the norm now is to require
a four-year bachelor’s or master’s degree in the discipline.

For countless other jobs that once required little or no formal
academic training—preschool teacher, medical technician,
dental hygienist, physical therapy assistant, police officer,
paralegal, librarian, auditor, surveyor, software engineer, finan-
cial manager, sales manager, and on and on—employers now
look for a degree. In some of these instance, in some jurisdic-
tions, the law requires one, All of these occupations are, or
soon will be, closed to non-graduates.
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To be sure, today's IT-driven world is creating a genu-
ine need for some kinds of better educated workers.
It is the shortage of such people, according to most
politicians and many economists, that is causing the
well documented rise in income inequality. Both to
spur the economy and to lessen inequality, they argue,
the supply of college graduates needs to keep rising.

It seems plausible, but this theory too often is over-
stated, and it does not fit the facts particularly well.
The college wage premium rose rapidly for many years,
up to the late 1990s. Since then it has flattened off, just
when the pace of innovation would have led you to
expect a further acceleration. An even more awkward
fact is that in the middle, where differences in educa-
tional attainment ought to count, changes in relative
earnings have been far more subdued. Thus, although
shortages of narrowly defined skills are apparent in
specific industries or part of industries, simply push-
ing more students through any kind of college seems
a poorly judged response.

The country will continue to need cadres of highly
trained specialists in an array of highly trained special-
ists in an array of technical fields. In many cases, of
course, the best place to learn the necessary skills will
be a university. It should however be acknowledged
that for many and perhaps most of us, university educa-
tion is for securing a higher ranking in the labor market,

and for cultural and intellectual enrichment. Acquiring
marketable skills that directly raise the Nation’s pro-
ductivity is not the main reason for aspiring to college
education. That's why enlightenment, not productivity,
is the chief social justification for four years at college.

The most valuable attribute for young people now
entering the workforce is adaptability. This generation
must equip itself to change jobs readily, and the ability
to retrain, whether on the job or away from the job, will
be crucial. The necessary intellectual assets—Iliteracy
and numeracy are acquired long before college, or not
at all [Editor’s note. That's why, some would argue, focus
on middle and high schools is so important, and impart
ing enlightenment though holistic education, reserving
training for directly marketable, highly specialized skills to
those areas that need such specialists. |

To conclude, in addressing the Nation's assorted
economic anxieties—over rising inequality, the stagna-
tion of middle-class incomes, and the fading Ameri-
can dream of economic opportunity—education is
not the longed-for cure-all. Nor is anything else, on its
own. The debate about these issues will have to range
across the more bitterly disputed terrains of public
policy—taxes, public spending, health care, and more.
It is a pity, but in the end a consensus that blinds itself
to the complexity of the issue is no use to anyone.

JUNE 2007 | ACSM BULLETIN | 11



