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Chapter 8

OUR MORAL OBLIGATION
TO HELP THOSE LESS
FORTUNATE

inding improvements to the economy is difficult. Like biological

evolution, innovators run millions of experiments to find and

commercialize new ways to use the economy’s resources more
effectively. Alternative uses compete fiercely with one another for sur-
vival. The surviving alternatives exist because they’re better. As such,
criticism is cheap, mistakes are costly, and improvements are dear.

That’s not to say we can’t find and make economic improvements.
That’s exactly what innovators do. But before someone criticizes the
economy and alleges “improvement,” he first ought to try to innovate
and compete successfully. It's humbling. The robustness of the status
quo should be respected. And proposed improvements should be
viewed skeptically.

But even if the dubious claims of advocates of greater income redis-
tribution are mistaken, one can still make a strong moral case that the
talents of mankind belong to mankind, and not just to the lucky re-
cipients of those talents. It’s true that innovation bubbles up from a
larger pool of workers who have endured the arduous training neces-
sary to serve customers effectively and have taken the risks needed to
find and commercialize hard-to-find innovations. But it is also true
that God-given talent amplifies the value of these efforts.

1956
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Like all moral arguments, the suggestion that the talents of mankind
belong to mankind raises questions. For example, can we coerce the
talented into working on behalf of others? Clearly, there is a compli-
cated, perhaps even contradictory hierarchy of values involved in the
claim that the less fortunate deserve something from the rest of us. But
that doesn’t mean the argument has no merit. For the sake of argument,
perhaps one need only assume that the talents of mankind belong to
mankind and ignore the other complications.

Those who oppose redistribution argue that the goal of equality of
outcomes is harmful and that the more desirable goal should be “equal-
ity of opportunity.” But the opportunity for a person who starts life with
a low IQ, emotional problems, or a troubled childhood predominantly
means little more than a low-paying job. Surely, they are entitled to more.

While growth is critical to achieving and maintaining full employ-
ment, it is disingenuous to depend on growth alone to provide less
fortunate workers with steady employment and to alleviate poverty, as
opponents of redistribution often do. Less fortunate people will be the
last workers hired and the first workers laid off in a recession or a
downsizing. And when they are hired, they will be paid low wages that
compensate employers and their customers for the cost of hiring these
workers relative to more productive alternatives.

Nor can we pretend that entry-level jobs are a gateway to higher-
paying jobs for every worker. That might be the case for competent
workers, but many less fortunate workers will never progress much be-
yond an entry-level job. We can blame them for being unreliable, iras-
cible, unhealthy, unmotivated, or for whatever else holds them back,
but we also have to admit that many people struggle no matter their
good intentions, especially when the payoff for their diligence is low.

The poor need help. And public investments should be made where
they can be justified. But justification must be based on tough-minded
assessments of the truth, and not on the string of myths tossed out by
propagandists looking for whatever justification will stick.

Guilt and compassion for poor children drive a never-ending de-
mand for more welfare. Today many poor, able-bodied families are
given as much welfare as they could earn by working—$30,000 per

year. Freed from the need to work, many people grow irresponsible,
and their children suffer the consequences.
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Unfortunately, the cost of motivating reluctant but able-bodied
workers to work may be prohibitively expensive despite our compas-
sion for their children. Nevertheless, we must continue to search for
better alternatives. The current approach abandons the next genera-
tion to intractable problems, and that’s unfair to them. But as we
search for new approaches, we must beware that our compassion can
lead us to do more harm than good. We must recognize the limits of
our knowledge and capabilities, and strive to do good rather than
merely acting to make us feel better about ourselves.

Our Moral Obligation to Help Those Less
Fortunate Is Not What It Seems

Liberals often cast income redistribution as a moral issue, but if it is,
whom are the wealthy obligated to help and what is the most effective '
way to help them—just less fortunate Americans, or the rest of the
world, too? America’s poor are among the richest people in the world.
According to Pew Research, “more than half of Americans who are
poor by U.S. government standards would be middle income when
compared with the rest of the world.”2 The U.S. poverty threshold of
$23,021 for a family of four in 2011, for example, is 50 percent higher
than the threshold of $10 per person per day for global middle-income
status.3

And America’s poor achieve middle-income status by world stan-
dards with only eight hundred hours a year of work on average, accord-
ing to the University of Michigan’s Panel Study of Income Dynamics.*
This is far less work than the rest of the world must do to earn the
same amount of money.

That's not to say America’s poor don’t struggle. But there is a very
large pool of poor people to help. Do we prioritize the American poor
if they are middle income compared with the rest of the world?

It is hard to believe that geography constrains our moral obliga-
tions. If the real reason for helping Americans to the exclusion of
others is to keep the revolution down—that is, to protect the self-interest
of the rich, which is really no moral reason at all—then our moral
obligation is to accomplish that objective at the lowest cost possible, so
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we can use the remaining resources to help others who need it more,
wherever they are located. -

On the other side of the moral issue, does geographic proximity
give America’s poor (or middle and working classes) the right to tax
America’s successful workers for their own gain? In effect, Donald
Trump and his supporters insist that America’s properly trained tal-
ent, investors, and risk-takers must work on behalf of Americans
only—that they should be restricted from hiring offshore workers, for
example. If that’s just, and not just political power, then why don’t
those same rights extend to the rest of the world? With a near-infinite
amount of world poverty, where does our moral obligation end? Do we
give money to the rest of the world’s poor until we drive American
consumption down to the median world income?

If Americans aren’t morally obligated to give to the rest of the
world’s poor until they have nothing left to give, are they obligated to
give away a certain percentage of their income—a third to a half—to
others? If so, when 40 million foreign-born immigrants and their fam-
ilies make America their new home, does a larger population of poor
then split the fixed pool of money and accept fewer benefits per poor
family?® No advocate of redistribution has advocated that.

And if someone takes the risk and makes the effort to bring for-
ward a valuable innovation, what right do we have to take their success
away from them beyond what we demand from any other talented
person, as if we had imposed something akin to a tax on talent, for
example? Don’t people have the right to succeed?

The question of whom we are obligated to help raises the question
about how best to help. Every alternative has costs and benefits. Com-
mon sense obligates us to choose the alternatives that maximize the
benefits per dollar expended.

Were we to give money to the poor until the rich’s accounts were
drained, it would scarcely make a dent in world poverty, and future
generations would be poorer still. That wouldn’t be effective. Draining
America of incentives to take risk and the equity to bear losses would
slow growth and innovation. American innovation has arguably been
the most important force pulling the rest of the world out of poverty.
According to the World Bank, over half the world’s population lived
on less than $1.25 a day in 1980. By 2011 growing prosperity cut that
to 17 percent of the world’s population, an enormous improvement.5
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In comparison, the impact of the entire charitable effort is lost in
the rounding. Despite the West’s having donating over $4 trillion to
developing economies over the last five decades, the general academic
consensus is that this aid has had little, if any, impact on growth.”

The world’s poverty is near infinite. Our only hope of alleviating it
comes not from giving charitably, but from making investments and
producing innovations that increase prosperity. This is especially true
of the cutting-edge U.S. economy, where American innovators pre-
dominantly drive increases in standards of living for Americans and
the rest of the world. Perhaps investment is the only way to improve the
lives of the poor.

For redistribution to make sense, the benefits of redistribution must
be greater than the cost of both the diminished incentives and the
foregone equity. In a world where entrepreneurs and their investors
capture less than 20 percent of the value they create, perhaps even less
than 5 percent, if you subtract the investment they make and the taxes
they pay from their share of income, tradeoffs favoring redistribution
over investment and risk-taking are unlikely to make economic sense.

Yet advocates of redistribution perform few, if any, calculations
about the tradeoff between the returns to public investment, which
seem to produce surprisingly little at the margin, and private invest-
ment that has produced enormous increases in standards of living for
everyone. [ronically, it is likely that the moral imperative to help others
leads to overreach that drives down returns on public investment at
the margin.

Instead of focusing on the dog—talent’s moral obligation to get the
proper training and bear the risks that grow the economy and in-
crease wages—moralists focus exclusively on the tail, thatis, on reduc-
ing the resulting consumption of those who succeed. To earn that
consumption, the 0.1 percent must overcome slim odds of success by
creating five to twenty times more value for others than they capture
for themselves. If successful, they must pay taxes on a large portion of
the value they capture. And then they predominantly invest and do-
nate what remains.

In light of the value investment, risk-taking, and properly trained
talent create for others, it is disheartening to hear well-intended but
misguided educators urge our children to take advantage of their
privilege and devote their lives to their passion—even work that takes
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jobs from lesser-skilled workers—rather than maximizing the societal
value of their talents. They maximize the value of their talents® by get-
ting the training, undertaking the arduous responsibilities, and taking
the risks necessary to serve their fellow man, whether through business
or some other means.If their work is what will bring success to others,
shouldn’t talented individuals be working as hard as possible?

When we give money to the poor instead of making investments
and producing innovation that increases prosperity, it is important to
recognize who foots the bill. By and large it’s the middle and working
classes who bear the cost. The economist Scott Sumner, author of the
blog TheMoneylllusion, summarizes the truth succinctly. He argues:

You cannot put the burden of a tax on someone unless you cut into
his or her consumption. If the Obama tax increases did not cause
Gates and Buffett to tighten their belts, then they paid precisely 0%
of that tax increase. Someone else paid, even if they wrote the check.
If they invested less due to the tax, then workers might have received
lower wages. If they gave less to charity then very poor Africans paid
the tax. I have no idea who paid, but I'm pretty sure it wasn’t Gates
and Buffett.?

A person’s consumption is his or her true cost to the rest of society,
not his or her income. To the extent taxes reduce a person’s invest-
ment and risk-taking rather than his or her consumption, the cost of
the taxes are borne by others, namely workers and customers. When the
middle and working classes foot the bill in this way, it’s critical that
they gain more benefits than the costs they bear.

Justas we can’t assume that all redistributive taxes increase middle-
and working-class prosperity, neither can we evaluate social spending
in a vacuum. It’s one thing to support greater government spending
on the poor, or other investments that help the public—such as infra-
structure. But it’s quite another to support an increase in overall gov-
ernment spending.

It’s disingenuous to debate spending outside of the context of spending
priorities. In the long run, increased government spending crowds out the
private sector. After all, resources can only be used one way or another.
Ultimately, free enterprise, not government, has reduced poverty.
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Total U.S. government spending, including federal, state, and local
spending, has reached 35 percent of GDP with nothing but projected
increases as far as the eye can see.’® Growth has gradually slowed as
spending has increased. The economy faces a wave of retiring baby
boomers with ever-expanding medical expenditures, while defense
spending as a percent of GDP heads to historical lows. At the same
time, publicly held federal debt has reached nearly 75 percent of
GDP in the wake of the financial crisis, up from 35 percent prior to the
recession.!!

Does subsidizing the incomes of rich old Americans truly help the
poor? If increased government spending slows growth, and if the pro-
jected growth in government spending doesn’t help the poor, then
isn’t our moral obligation to reallocate spending rather than to in-
crease it? -

Itis no surprise that advocates cast redistribution as a moral impera-
tive. It creates a powerful feedback loop that engenders never-ending
public support. People eager to help the poor may not feel they have
enough money or skill to contribute to the poor, but by voting to redis-
tribute the income of the rich, they believe they are helping. From this
perspective, it’s their moral obligation to support redistribution, and
their vote fulfills it.

This strategy for fulfilling a moral obligation is akin to admonish-
ing a healthy driver not to park in a parking spot reserved for the
disabled. The one admonishing fulfills his or her moral obligation, at
least in his or her own eyes, by demanding morality from others.

Psychological research shows that people tend to reward them-
selves after they do a good deed—so-called moral licensing.’? So if
people vote to redistribute other people’s money, perhaps they feel less
guilty about not giving away their own money, getting the proper
training themselves, or taking the necessary entrepreneurial risks that
help others. Having taken the moral high ground, they feel less obli-
gated to make their own sacrifices.

Climate-change activists, like Al Gore and Leonardo DiCaprio, pro-
vide good examples of this kind of self-deception. They fly private jets
spewing carbon dioxide while admonishing the public to limit carbon
emissions, as if their crusade for the greater good exempts them from
the very thing that they insist is immoral.
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Of course Gore, DiCaprio, and others like them buy carbon offsets
to soothe their guilt and hypocrisy. But it shouldn’t. Again, who really
paid for their offsets? . . . the rest of the world of course. They could
have flown commercial and bought offsets anyway or used the money
they would have used to buy offsets to help the world in other ways—to
reduce poverty, for example. In either case, the world would be better
off—with either less pollution or less poverty. Instead, they spent the
money soothing guilt that they needn’t have incurred because they
enjoyed the very luxuries they admonish others not to indulge. In their
case, the power of moral licensing is beyond the pale.

This desire to help others, which relieves personal guilt, creates a
powerful dynamic. It drives people to vote for more redistribution
without end, no matter how much the government redistributes in-
come, and how little the further benefits may be. The need to help
drives people to find a never-ending supply of needy beneficiaries to
receive other people’s income. “Poor” becomes a relative term. Advo-
cates of redistribution claim families need 40 percent of the U.S. me-
dian income to hold up their heads with dignity.!* When advocates
define poverty as relative, growing median incomes increase the
amount of money needed for redistribution. America’s poor may be
among the richest people in the world, but they are nevertheless poor
in the eyes of proponents of redistribution.

Immigrants often risk their lives to come to America for a better
life. They may be grateful for the opportunities America has provided.
But advocates of redistribution compare their incomes with the rest of
America’s and insist they need more help. While many immigrants are
much richer than they were in their native countries, they are still
poor by U.S. standards.

Anad there is a near-infinite supply of poor to help in the rest of the
world. It’s like the endless opportunities for good deeds in the movie
Groundhog Day.

Even advocacy to slow climate change contains an element of this
human need to find someone to help. Growing global prosperity is the
predominant driver of global warming over the next one hundred
years.'* Imagine someone insisting on investing money to mitigate cli-
mate change when horses were the chief means of transportation be-
cause the invention of the car and the prosperity it would bring would
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eventually cause global warming. Surely, the more logical answer
would have been to make those investments after the invention of the
car, when investments were much more productive and the world was
much richer. We cannot only find an abundance of poor in the present
to belp; we can find them in the future, too, even “poor” in the future
who are richer than most people are today!

The never-ending quest to help others without careful regard for
the costs drains the economy of investment and risk-taking and slows
growth, largely at the expense of those who can least afford it—the
middle and working classes who depend on work, and not charity, for
their incomes.

All but the most ardent libertarians would agree that we have a
moral obligation to help those less fortunate. But in a world where the
talented are under no obligation to put their talent to good use on
behalf of others, and where many of them don’t, what alternative do
we have other than to pay them to work on our behalf? When one
takes our bait and succeeds, rather than ridiculing them, perhaps we
should celebrate their success. After all, free enterprise is the salvation
of the poor, not charity.

In truth, arguments for redistribution aren’t really the moral argu-
ments they appear to be. They both dismiss the needs of the world’s
neediest poor while simultaneously insisting the world’s richest poor
need more. Then they downplay the importance of incentives and the
inefficiencies associated with government-allocated spending to trump
up the value of redistribution. These are political arguments dressed
up as moral ones.

Worse, moral arguments drive demand for redistribution whether
or not more redistribution is economically logical. People simply
soothe their guilt for not giving by demanding that others give on ev-
eryone else’s behalf.

The moral obligation of the most talented people is not to give up
whatever consumption they keep for themselves—the very thing that
motivated them to succeed. It’s to serve their fellow man by getting the
proper training and by using that training to take the risks that pro-
duce a better future for everyone. In the end, the best way to help the
poor is to help them in the way that we can help them the most—in
the case of a talented person, by finding ways to create more value
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rather than merely redistributing more and more of the value that has
already been created.

Never-Ending Compassion Has
Demotivated Work

Ultimately, questions of morality come down to how much we give the
poor. At some level of support, surely we have fulfilled our obligation.
No one reasonable would argue that we should give everyone more
than the median wage. The math simply wouldn’t work. Yet, I'm sur-
prised that advocates of redistribution often don’t know how much we
give the poor, and are reluctant to offer an amount they consider fair.

The amount America gives the poor is surprisingly hard to come
by. In 2013 the Congressional Budget Office estimated that the federal
government gave non-elderly households in the lowest-income quintile
$15,000 per year not counting government benefits that everyone
shares.!® The U.S. Census estimates 2006 state expenditures added
about $4,000 per year.!® Since 2006 a combination of inflation and
increased expenditures has increased this amount to $30,000 per
year.’” Among these heavily subsidized families and households, house-
holds with disabilities and single mothers with children received about
the same amount of aid on average, albeit from different programs.1®
These estimates are in line with other estimates (see Figure 8-1, “U.S.
Spending on Income Support”).1?

To say that we are failing to fulfill our moral obligation when we
give poor non-elderly families about $30,000 per year of support is an
odd claim to make. This amount is on par with the median income
earned by full-time Hispanic or African American workers age 25 to
64.% Surely, it is not unfair to give households as much as they could
earn in the economy, and more than any other country in Europe
gives the poor after taking into account the substantially greater taxes
European countries impose on benefits.2!

If anything, amounts this large may do more harm than good.
While there are clearly people who legitimately cannot work and peo-
ple who briefly stumble onto hard times in a crisis—people for whom
we must care—there are also many people who will work less if they
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Figure 8-1: U.S. Spending on Income Support
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earn or receive more. For those people, especially the ones who can’t
earn much more by working, $30,000 per year will diminish their need
to work and sap their motivation to work.

The need to earn a living and hold a job motivates people to act
more responsibly. This has large spillover effects that affect the rest
of their responsibilities—staying sober, respecting and cooperat-
ing with others, and setting a good example for their children, to
name a few. Mitigating the need for a large swath of the U.S. popula-
tion to work will have far-reaching consequences for those who choose
not to work.

While many workers will work no matter the disincentives, disin-
centives to work are in large part a function of one’s earnings potential
relative to the size of the government safety net on which workers can
fall. Workers with high earnings potential and satisfying work logically
find welfare less attractive than high-paying work. Conversely, those
who are incapable of earning more relative to government alternatives
will be less motivated to work, on average.

Advocates of redistribution often point to Scandinavia as evidence
that welfare benefits do not reduce incentives to work.2? Unstated is
the fact that Scandinavian wages are high relative to the government
safety net.



206 THE UPSIDE OF INEQUALITY

A Scandinavian economist reportedly told Milton Friedman, “In
Scandinavia, we have no poverty,” to which Milton Friedman replied,
“That’s interesting, because in America, among Scandinavians, we
have no poverty, either.”?® Scandinavian Americans have median in-
comes that are $10,000 to $15,000 higher than Americans on aver-
age.2t Their poverty rates are comparable to native Scandinavians, just
6.6 to 7.5 percent in 2010—half the rate of Americans on average.?® In
Scandinavia, high earning potential seems to dampen the effect of
welfare on one’s work effort, just as it seems to dampen welfare’s ef-
fects on Scandinavians in America.

There is ample evidence that a worker’s earning potential relative
to the value of the safety net plays a significant role in many people’s
motivation to work. The most educated women, for example, have
some of the lowest reproductive rates. They seem to prefer work.

The U.S. workforce participation rate of prime working-age His-
panic adult men, ages twenty-five to sixty-four, who, on average, have
less access to the U.S. government safety net than American citizens
because of their diminished legal status, is higher than that of simi-
larly aged African American men. In 2013 the workforce participation
of the Hispanic men was 88 percent versus 75 percent for African
American men, despite comparable levels of pay.? If the difference
between the workforce participation rates of Hispanic and African
American men is the result of the demotivating effects of welfare rela-
tive to earning potential, then the effects are large, indeed.

Similarly, workforce participation rates rise with educational attain-
ment, which correlates with earnings and earnings potential. Seventy-five
percent of male and female college graduates participate in the workforce
versus only 57 percent of male and female high school graduates with no
further college attendance.?” The more people can earn from working,
the less they value alternatives to work.

The same is true in Europe. The workforce participation rates for
men ages twenty-five to fifty-four in the higher-earning Northern Eu-
ropean countries are higher than in lower-earning Southern Euro-
pean countries like Italy, where government benefits are high relative
to earning potential—90 to 93 percent workforce participation rates
in Scandinavia versus 88 percent in Italy.2s

Consistent with these patterns, the hours worked by Americans and
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Europeans have been declining, except among the highest-paid Amer-
icans.? A recent study by the National Bureau of Economic Research,
for example, finds that in America, “the recent increase in long work
hours has been concentrated among the highest wage earners: be-
tween 1979 and 2006, the frequency of long work hours increased by
11.7 percentage points among the top quintile of wage earners, while
falling by 8.4 percentage points in the lowest quintile.”s

To solve the problem of welfare disincentivizing work, some advo-

cates of increased welfare claim the earned income tax credit

(EITC)—which provides government benefits to low-income workers
proportional to the hours they work and the money they earn—will
increase the motivation of low-wage workers to work by increasing the
value of work to them.? While surely that’s true for some, it will also
likely disincentivize others—those who value more leisure over more
money—who will work less as they can earn more. As high-wage work-
ers throughout the world have grown more prosperous, all but the
highest-paid American workers have worked less.32

Money doesn’t motivate everyone. Those who are least motivated
by money will obviously tend to be poorer.

Today the typical non-elderly household in the lowest-earning quin-
tile works eight hundred hours a year—less than half the hours of
a full-time worker.?® With government benefits, that worker earns
more than $30 an hour (see Figure 10-1, “Federal Government Expen-
ditures and Taxes by Household Type”).3* That’s far more per hour
than the federal minimum wage of $7.25 that advocates of redistribu-
tion tout as the true pay of low-wage workers. Thirty dollars an hour is
on par with the 2015 U.S. median wage, which was $33.58 including
benefits.35

Without the prospects of earning substantially more, if they work
substantially more, what motivation do they have to work more? Those
who can earn substantially more are unlikely to be poor. Only 3 per-
cent of full-time workers, for example, are in poverty.*

If an increase in the EITC reduces the motivation for some workers
to work more, expanding the ETIC to cover a broader swath of low-
wage workers may do more harm than good. Unfortunately, it may be
best to keep the EITC limited to those we are most concerned about
helping—single mothers with young children and other disadvantaged
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workers (the handicapped, for example)—rather than expanding it to
all workers as some propose. For those for whom we are less concerned,
perhaps we just have to accept the fact that they will be poor, often by
their own choice.

Many experts, such as the New York University poverty expert Law-
rence Mead, are skeptical the EITC will increase work effort overall.3”
Mead bases his skepticism about incentive-based laissez-faire ap-
proaches to “workfare,” like the EITC, on evidence gathered from
field experiments. Mead points to a variety of workfare programs that
made welfare conditional on employment—yet very few participated
in mandatory employment without high levels of supervision.38

In truth, aid to the poor has risen substantially over time with little,
if any, increase in work effort. According to the Congressional Budget
Office (CBO), means-tested spending and tax credits for low-income
households have risen from 1 percent of GDP in 1972 to nearly 4 per-
cent of GDP in 2012 (see Figure 8-2, “Change in Poverty by Source of
Income”),% with only modest reductions in poverty as measured by
market incomes earned. Almost all the reduction in poverty has come
from an increase in government aid, not from a corresponding in-

crease in work effort.40

Figure 8-2: Change in Poverty by Source of Income
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A study of two dozen poor Native American tribes in the Northwest
between 2000 and 2010 is quite revealing. Some tribes handed their
gambling profits to tribal members, but others did not—a natural, ran-
domized experiment that occurred under fairly uniform economic con-
ditions. Ten out of seventeen tribes that handed casino profits to tribal
members-saw poverty increase, compared with only two out of seven
tribes that did not hand out profits.#! Poverty among tribes that handed
out profits increased four percentage points on average more than Na-
tive American tribes nationally—from 25 percent to 29 percent.

According to The Economist, the only tribe among the twenty-four
that eliminated poverty eschewed per capita payments and instead in-
vested its profits to create new businesses and jobs. A second tribe pur-
sued the same strategy and cut its poverty rate by more than half.#2

Rather than concede that the availability of work and a low safety
net reduces poverty among able-bodied workers, some advocates of
redistribution insist that a lack of jobs creates poverty.* But if employ-
ment opportunities were the primary driver of poverty, poverty rates
would have declined significantly leading up to 2007 when the unem-
ployment rate was effectively zero. Instead, during that period, the
poverty rate declined only a percentage point or two from its 13 per-
cent to 14 percent forty-year average.* Similarly, U.S. Census surveys
consistently find that only 10 percent of the non-working poor report
being poor because they can’t find employment.#> As well, the contin-
ued influx of unskilled immigrants shows that a shortage of work is not
the problem.

Others argue that the high cost of childcare makes work un-
economical for low-wage workers.* However, the Urban Institute, a
credible liberal think tank, finds that the federal- and state-funded
Child Care and Development Fund (CCDF) largely subsidizes child-
care costs for poor families.#” The Congressional Research Service es-
timates that poor families who received childcare subsidies received
$4,700 per year on average in 2012 for childcare, not including state
funding, which is significant; charitable contributions, such as tuition
discounts and scholarships; employer contributions; and tax credits—
all of which further reduced the cost of childcare for poor mothers
eager to work.*8

Ironically, childcare subsidies may create a disincentive to work.
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There is little to stop two single mothers from caring for each other’s
children in their own homes and both receiving the childcare subsidy
and credit for working.# That’s a hole so big you could drive a truck
through it.

It’s hard to look at the macro evidence and not feel deep concern
that a safety net, which competes with people’s need to work, dulls
incentives to work, and that this harms many able-bodied low-wage
workers and their children. Differences in the workforce participation
rates of able-bodied adults are alarming. Growth in unproductive be-
havior, such as out-of-wedlock births among lower-wage workers, is
worrisome. Lack of increase in the work effort of poor, able-bodied
workers, despite increases in social spending, is discouraging. One
can’t help but wonder if the “War on Poverty” caused more able-bodied
poverty than it cured.

Solutions to Poverty Are Likely to Be
Prohibitively Expensive

That said, it’s likely to be quite expensive to put able-bodied but reluc-
tant workers to work. It costs far more than just their wages to hire
lower-skilled and less-productive workers, especially people who are
reluctant to work. The cost of hiring these workers may be so high that
many workers may be employable only at wages below zero—thieves
and disruptive workers who damage customer relationships and scare
off sought-after employees, for example.

The resources that increase workforce productivity—namely, properly
trained talent, equity to underwrite the risk of creating new jobs, and, to
a lesser extent, capital investment—are in short supply. Alternative uses
of these resources with higher returns are economicaily more logical. To
the extent these resources could have been used to increase the produc-
tivity and pay of middle- and working-class workers, those workers bear a
disproportionate share of the cost.

Employers like Walmart and McDonald’s have extensive manage-
ment systems that increase the productivity of their low-skilled work-
force. Similarly, the military invests a fortune in capital investment and
technological innovation to make soldiers effective. Soldiers need ex-
tensive training and supervision to be effective. Experts estimate em-
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ployee theft costs American retailers $18 billion a year, for example, in
addition to their costs associated with theft prevention.5® All employers
incur employ-related costs far beyond the wages and benefits of their
workforces.

In an economy with scarce resources, we can use those resources
either to make workers with low productivity more productive or to
make the working, middle, or upper class more productive. Scarce
resources are logically gravitating toward innovation that grows in-
creasingly more valuable as the economy grows larger relative to the
individuals who compose it. And they are gravitating toward serving
workers who produce innovation—toward increasing the productivity
and motivation of the most productive workers.

Properly trained talent that once supervised the middle and working
classes is now engaged in nonsupervisory endeavors—namely, commer-
cializing innovation and supporting those who do. This gradual shift
leaves fewer resources devoted to increasing the productivity of the
middle and working classes. Frankly, this—increasingly deploying
scarce resources to increase the productivity of scarce resources—may
be the gravest repercussion of growing income inequality. As the most
productive workers increasingly serve the needs of the most productive
workers, it runs the risk of leaving everyone else behind.

U.S. capital investment, for example, increasingly funds computeriza-
tion, not factories that raise blue-collar productivity. The most talented
women are no longer schoolteachers. Growing opportunities in engi-
neering and computer programming have stripped factories of critically
needed higher-skilled mechanics and foremen necessary for competing
with German and Chinese manufacturers. As the economy leaves the
supervision of the middle and working classes behind for more produc-
tive endeavors, their productivity growth will stagnate.

Given their druthers, what workers really want their productivity
increased through supervision? Workers and unions resist greater su-
pervision. And given their druthers, companies and their supervisors
would rather hire workers who don’t need much supervision, espe-
cially as properly trained talent and, therefore, supervision are becom-
ing an increasingly constraining resource. It’s a Faustian bargain that
both sides are eager to make.

The same is true of the poor. If increasing the productivity of
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able-bodied but chronically poor people requires a great deal of su-
pervision, but supervision can be employed more productively else-
where—to increase the productivity of innovators or other more-skilled
workers—then it may be more cost-effective to do little more than
satisfy the material needs of the poor. Perhaps that’s what we’ve al-
ready done—acquiesced to generations of intractable poverty.

And who truly pays the opportunity cost of devoting precious su-
pervisory resources to the poor rather than to supervising the middle
and working classes or to accelerating innovation? Predominantly it is
the middle and working classes, of course, who must forgo supervision
to free up the resources. The rich largely dodge the brunt of this cost
because supervision of properly trained talent and the people who
serve them produce the highest returns.

President Obama recognizes the limitations on America’s supervi-
sory capacities to help the poor gain independence. At a summit on
poverty at Georgetown University with Harvard’s Robert Putnam
and American Enterprise Institute president Arthur Brooks, the pres-
ident said:

I think it is a mistake for us to suggest that somehow every effort we
make [to reduce poverty] has failed and we are powerless to address
poverty. That’s just not true. . . . In every low-income community
around the country, there are programs that work to provide ladders
of opportunity to young people; we just haven’t figured out how to

scale them up.?!

Wherever we find effective, hard-working supervisors of the poor,
we will find ladders of opportunity for eager supervisees. Unfortu-
nately, we won’t find many such supervisors willing to do it. And when
we do, they won’t be very scalable.

This is precisely why reducing poverty has proved to be so intrac-
table. It’s more expensive to employ low-skilled, less reliable, and often
troubled or reluctant workers than to employ the typical low-skilled
worker, especially when supervision is scarce. The resulting low wages
reduce the value of work to those workers. Compassion, especially for
their children, demands welfare that further reduces incentives to
work, especially for those least motivated by money. The high cost of
supervising these workers makes it uneconomical to do much more
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than acquiesce to those people for whom our concerns for their chil-
dren take precedent—in effect, the current policy.

Where we endeavor to make progress, as difficult as that may be,
we should recognize that the organizations that have figured out how
to scale up efforts to create independence for the lowest-skilled and
least-productive workers are low-wage employers, like McDonald’s and
Walmart. These employers have successfully provided the engineering
and investments necessary to make low-wage workers productive
enough to employ. They have found markets where customers are will-
ing to let low-wage workers serve them. And they have found ways to
supervise low-wage workers to ensure enough worker productivity and
customer satisfaction to make these endeavors successful.

These companies are surely far more effective at putting low-wage
workers to work than any government program possibly could be.
America is fortunate to have them. The alternative is largely ineffec-
tive government-funded make-work programs. Rather than denigrat-
ing low-wage employers, as advocates of the poor often do, the
government ought to be partnering with them. Whom better to part-
ner with than successful employers?

Employers will be more eager to employ lesser-skilled lower-wage,
but ultimately more expensive, workers when workers are in short sup-
ply and alternatives are harder to find. That’s more likely to occur if
growth is robust and low-skilled immigration, low-wage trade, and es-
pecially trade deficits are more restricted.

To the extent an earned income tax credit reduces the market
wages of workers to the benefit of employers and their customers—in
the latter case via lower prices due to competition—so be it. The cus-
tomers of low-wage workers are largely low-wage workers. And we'’re
fortunate to have eager employers of these workers.

Sadly, well-intentioned but misguided politicians advocate for rais-
ing the minimum wage instead of the earned income tax credit.
Do they realize that apartheid South Africa raised the minimum wage
to prevent black South Africans from competing with lesser-skilled
white South Africans for jobs?*2 One can’t help but fear that the $15
hourly minimum wage in Seattle, for example, a thriving city with a
low share of Hispanic immigrants, isn’t intended to do the same
thing—eliminate low-skilled jobs and motivate low-skilled workers to
settle elsewhere.
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Perhaps a high national minimum wage would discourage low-
skilled workers from immigrating to America by limiting their oppor-
tunities for employment, but it would be detrimental to the low-skilled
workers who have already settled here. Meanwhile, advocates of the
poor would insist on raising government benefits to meet the material
needs of unemployed workers not of their own making. Rather than
attracting hard-working immigrants with jobs, we would attract those
seeking government benefits.

A low minimum wage with a generous earned income tax credit is
more logical. In an economy where supervision and the capacity and
willingness to bear risk—ingredients essential for employing the
poor—increasingly bind growth, unless we find more effective ways to
motivate and supervise chronically poor workers than the failed ef-
forts of the past, we are dooming poor children to certain failure.

For the sake of the children, it may be better to pay the chronically
poor not to have children. But here again, the costs likely outweigh
the benefits, especially if we endeavor to be compassionate. It would
probably require giving every person a lifetime guaranteed income,
albeit a low one to minimize disincentives to work and subsidize low-

4 wage work with an earned income tax credit. A guaranteed income
and subsidized wages would reduce the work efforts of some workers,
many of whom are currently productive. We could deduct the cost of
childcare from parents’ wages. A working mother would receive these
deductions back as child support. If able-bodied workers didn’t work,
we would subtract whatever support we gave them—money to raise
their children, for example—from their lifetime benefits; that is, from

their Social Security and Medicare. If such a mother identified the
father, we would split the childcare costs between them or pay the
mother more.

The cost to society of children raised by irresponsible parents is
enormous. Should we care if a father who refuses to support his chil-
dren lives a life in poverty, or similarly, if a mother who refuses to sup-
port her children or identify the father lives in poverty after her
children become adults? How else can we better align the incentives
for having children with the costs to support those children?

It would hardly be surprising if the costs of such a program out-
weighed the benefits. But what surprises and disappoints me far more
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is that for the sake of finding new innovations, the government isn’t
running a bevy of experiments to find cost-effective solutions for put-
ting irresponsible parents to work and reducing their incentives to
have children.

Conclusion

With properly trained talent and the economy’s capacity and willing-
ness to take risk constraining growth, it is not surprising that politi-
cal factions—America’s poor, the middle and working classes, and
retirees—are fighting to tax and regulate these constrained resources
for their own self-interest. None of these factions recognizes that free
enterprise would serve their economic interests far more successfully.
The unrecognized benefits of free enterprise lie in the future and are
difficult for most people to comprehend.

Unfortunately, once one faction successfully threatens control of
these constrained resources, all the other factions must logically follow
suit. As Democrats grow increasingly successful taxing and regulating
properly trained talent and successful risk-takers for the benefit of the
poor—both native- and foreign-born—it’s hardly surprising that
middle- and working-class workers would fight back, insisting that
these resources be used exclusively for the benefit of native-born work-
ers. Each faction proposes taxes and regulations—restrictions on free
trade, for example—to coerce constrained resources for their own
self-interest. Regardless of each faction’s objectives, the value of free
enterprise is lost in this struggle and everyone is worse off, on average,
because of it.

It is also surprising how coldhearted we can be toward the rest of
the world’s poor. But compassion, especially for America’s poor chil-
dren, drives a never-ending demand for others to provide welfare, de-
spite welfare payments approaching what a low-skilled worker can
earn in the market—nearly $30,000 per year with no end in the de-
mand for further increases in sight. Benefit levels that high demotivate
work. Together with the high cost of supervision, it makes the problem
of poverty intractable.

Our own actions doom generations of children to poverty despite
a growing economy. The success of Hispanic immigrants, who have
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traveled long distances, shows there is plenty of work for low-skilled,
able-bodied workers who are eager to work.

Instead of searching for solutions to this dilemma, we have largely
acquiesced to the political demands of the poor and those who feel
guilty about not giving them more. In part, we acquiesce because the
costs are largely borne, albeit hidden, by the middle and working
classes. Income redistribution reduces payoffs for risk-taking, cuts pri-
vate investment, slows the accumulation of equity, and has large com-
pounding effects on growth, employment, and wages.

We also acquiesce because the cost of poverty may be cheaper than
the cost of the solutions we currently have or are likely to find. If there
are cost-effective solutions, they likely entail working closely with low-
wage employers to create and supervise viable work; using an earned
income tax credit to make low-wage work more economical to workers,
employers, and, perhaps most of all, customers; and disincentivizing
those unwilling to work from having children.

Ironically, as the economy grows more prosperous, poverty is likely
to become an increasingly difficult problem to solve. Rather than solve
it, we will congratulate ourselves for finding unscalable ladders of success.



Chapter 9

THE LIMITATIONS
OF EDUCATION

n the face of seemingly intractable poverty and slow income
growth, both the left and the right frequently hold out education
reform as the antidote. It’s not hard to see why. If education in-
creases students’ earning potential and higher pay motivates them to
work, then education will alleviate poverty and accelerate growth.
The question, however, is not whether education reform can work;
it’s whether it will work. The latter hinges upon whether there are proven
but unimplemented methods for improving test scores. Otherwise, as-yet-
undiscovered innovation is needed to achieve sought-after improve-
ments. If innovation is needed for improvements, it’s a much tougher row
to hoe. In that case, successful strategies for economic growth should
assume little change in test scores and grow the economy anyway.
Those who are skeptical that implementation of proven methods
alone will produce improvements often blame selfish teachers’ unions
for preventing competition with government-run schools. They believe
competition will spawn as-yetunfound innovations for improving the
outcomes of low-scoring students. Perhaps, but it’s impossible to know
what value innovation may produce.
Those who believe we need only implement proven pedagogical meth-
ods point to the poor test scores of American students relative to their
peers in the higher-scoring countries and states, such as Massachusetts,
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and charter schools. They see poor results as a “national disgrace” that
“short changes” students, especially poor students.! They often blame a
shortfall of educational funding for limiting teacher quality, for prevent-
ing teachers from being more effective, and for the lack of effective uni-
versal preschool education. They believe effective teachers can improve
test scores by teaching smaller classes and that preschool is a critical time
for teaching students.

But it’s not enough to point only to differences in scores. Differ-
ences may exist for a variety of reasons. Theories for such differences
lie outside the scope of this book. Evidence that innovation is un-
needed must show educational systems that have closed the differ-
ences in question and, further, that only a lack of funding stands in
the way of successful implementation.

By that standard, the comparisons are far less persuasive than they
appear to be. There appears to be little, if any, evidence that other school
systems produce higher scores with comparable students and circum-
stances, or that preschool and smaller classroom sizes are as effective as
their proponents claim. If this is true, then innovation, not more funding
to implement proven methods, is needed to improve outcomes.

So far, innovation has proved hard to find and harder still to imple-
ment. And even if we found and implemented valuable new pedagogical
methods, we would not begin to see their benefits to the economy until
children joined the workforce twenty years later, longer still before these
newly minted students grew to become a significant share of the work-
force. That’s hardly the panacea for poverty that advocates claim.

In the interim, the country will need to rely on other strategies for
growth. When properly trained talent constrains growth, as it does
today, it requires persuading a greater share of America’s talent to
undergo the training and to take the risks needed to be successful
employers of the rest of America’s workforce.

Higher-Scoring International Schools
Do Not Provide Persuasive Evidence of
Inferior U.S. Schools

Claims that America can improve educational outcomes without the
need for innovation hinge on the belief that American schools are
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inferior to the schools of higher-scoring countries—like China, Japan,
Korea, and Finland—and that America need only implement their
proven methods to achieve similar results. But these claims ignore the
fact that there are similarly large and persistent differences between
American students descendant from those nations and the scores of
other American students. Demonstrating that American schools are
inferior requires finding alternate school systems with higher test
scores for relevant statistically significant demographics. This simply
isn’t the case with international schools.

The median test scores of European-American students, for ex-
ample, are virtually identical to the weighted-average scores of the
native-born students in the countries of America’s European origins.
So, too, are the scores of Asian-American students.2

Some critics of American schools counter that because America’s
population originated with immigrants, Americans represent the
cream of the crop of their native-born population—that is, those peo-
ple best equipped to immigrate—and therefore their scores should be
higher than their foreign counterparts. Wild speculation hardly proves
that American schools are inferior. And even if it is true in some in-
stances, there is plenty of evidence and counterexamples that dispute
these wholesale claims.?

In many cases, immigrants come from lower socioeconomic fami-
lies least equipped to immigrate. And given the sizes and multiple
generations of America’s demographic populations, it is hard to be-
lieve these American subpopulations could deviate much from their
origin-country averages. Nor do early age scores, which correlate
highly to later age scores, show the alleged superiority of Americans.

Perhaps the higher scores of Caucasian and Asian students both in
the United States and abroad are evidence of institutional racism
within American schools. If they are, America should endeavor to root
it out. Nevertheless, differences in the scores of American students are
not evidence of proven methods for rooting out institutional biases.

Moreover, the scores of American students with low socioeconomic
status, measured by the number of books in their family’s home, are
higher than similarly disadvantaged students in France, Germany, and
United Kingdom. However, a much higher share of American students
have “low socioeconomic status”—20 percent in the United States—
compared with 10 to 15 percent in other high-wage economies.*

7
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As well, the scores of first-generation U.S. immigrants adjusted for
socioeconomic status are the highest in the world. In fact, they are
significantly higher than the scores of Finnish immigrants despite the
much-touted high scores of native-born Finnish students.®

The only school systems with results for immigrants similar to
America’s are those in Canada and Australia, two countries with ex-
plicit immigration strategies for attracting and admitting highly edu-
cated or high-scoring immigrants. Today nearly 25 percent of
Canadian schoolchildren have an immigrant background.®

If comparisons to international test scores reveal weaknesses in
American schools, surprisingly, it’s among students from families with
the most academic resources. Among students from these families—
families with top-scoring students—American scores are significantly
below those of students from similarly advantaged families in France,
Germany, and the United Kingdom.” It is possible, however, that
Americans with any given level of cognitive capability are richer, on
average, than their European counterparts, and therefore have more
resources, but that these additional resources do little to increase test
scores.

Notwithstanding the possibility that Americans are superior and
therefore ought to score higher than their international counterparts,
international scores are not significantly different than the test scores
of statistically significant demographics of American students, as some
critics of American schools are so often quick to assert. Therefore,
they cannot provide evidence of proven methods for improving test
scores.

Serious comparisons with the rest of the world have lead the Eco-
nomic Policy Institute, a nonprofit think tank dedicated to advocating
for working-class families, to conclude:

Indeed, from such tests [i.e., comparisons with international test
scores], many policymakers and pundits have wrongly concluded that
student achievement in the United States lags woefully behind that in
many comparable industrialized nations, that this shortcoming
threatens the nation’s economic future, and that these test results
therefore demand radical school reform that includes importing fea-
tures of schooling in higher-scoring countries.8
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No surprise, the rest of the world doesn’t appear to have any secret
sauce that American educators have failed to replicate. The rest of the
world appears to have neither superior pedagogical methods nor
methods for overcoming the obstacles of implementing these methods
in difficult environments—in inner-city schools, for example, where
the most effective teachers may be reluctant to teach. Until large-scale
alternatives with superior performance indicate otherwise, differences
between the test scores of various demographics do not prove U.S.
schools are inferior.

That is not to say that we should rest on our laurels and accept wide
differences in performance between various demographics—far from
it. Rather, we should recognize those differences must be closed largely
through harder-to-find innovation, instead of through the implemen-
tation of proven methods already successfully implemented by other
countries.

High Massachusetts Test Scores Probably
Do Not Result from Superior Pedagogy

Recognizing that international comparisons don’t substantiate
what they purport to show, proponents of education reform point to
Massachusetts—where test scores across all demographics and socio-
economic levels are among the highest in the world—as evidence that
administrators can easily reconfigure public schools to produce higher
scores.® While comparisons with Massachusetts are more promising
than international comparisons, they, too, are highly suspect.

While Massachusetts’s students across all demographics and socio-
economic levels score higher than all other states’ averages, the
Massachusetts scores are higher when the children are first tested and
then don’t improve relative to other states as the children advance
through school.’* That’s hardly clear-cut evidence of superior school-
ing. If Massachusetts’s teaching methods were superior, one would ex-
pect to find Massachusetts’s students with similar scores as the rest of
the country when they started school and their scores advancing rela-
tive to the country as they progressed through school.! We find no
such evidence.
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Statistics warns us that the further an outlier is from the mean, the
more likely the evidence is unreliable—that it’s not what it appears to
be. So, if one examines the most promising results from fifty states,
one needs to be skeptical about the significance of the results one
finds at the tails of the distribution. It is likely the results appear sig-
nificant for reasons other than the reasons you sought to measure and
compare—in the case of Massachusetts, perhaps it has a population
with an inherently different capability rather than superior educa-
tional methods.

Legitimate comparisons demand assurances of comparability, es-
pecially as we choose comparisons further away from the average.
If Massachusetts demographics were comparable to the rest of the
country, it would provide some assurance. Instead, we find the oppo-
site. Massachusetts—the furthest outlier of fifty states—has demo-
graphics very unrepresentative of the rest of the country.

Massachusetts residential real estate prices are much higher. In
2014 the median owner-occupied home was $330,000 versus $175,000
nationally, for example.!2 That makes it more difficult for truly disad-
vantaged families—whose children score lower on average—to live
there.

Other demographic evidence is consistent with this prohibition.
Massachusetts has a median household income that’s more than 25
percent greater than the rest of America’s.”* And despite having more
households where a language other than English is spoken in the
home, it has fewer minorities.’* These differences indicate that com-
parisons with Massachusetts should be used cautiously and with skep-
ticism rather than as solid proof that America need do little more than
implement Massachusetts’s proven methods, as advocates of education
reform often do.

Demographic differences on their own don’t explain why Massa-
chusetts’s test scores are higher across all demographics and socioeco-
nomics. But given Massachusetts’s prohibitive cost of living, its vibrant
knowledge-oriented economy, and its relatively large number of col-
leges, college students, and recent college graduates, families with low
incomes are more likely to be headed by students, recent college grad-
uates, or newly arriving, highly skilled immigrants. The children of
those families will score higher on average than truly disadvantaged
families, independent of pedagogy.
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To its credit, Massachusetts has achieved substantial improvements
in scores over time. It was early to test students, to hold teachers and
administrators more accountable for results, and to take other steps to
improve outcomes. But if Massachusetts truly has methods for improv-
ing test scores that other states haven’t considered or tried, we should
be able to take its methods and repeat the results elsewhere. When
someone finds a way to do that, rest assured, it will be headline news.
Until then, Massachusetts remains an unexplained outlier.

The Benefits of Charter Schools Seem Limited

Recognizing that the Massachusetts example is of dubious value, many
education reformers turn their attention to the performance of
charter schools for evidence that schools can do more to improve the
test scores of low-scoring students. Some charter schools, like the
Knowledge Is Power Program (KIPP) academies, are having success
improving the scores of students from historically low-scoring demo-
graphics. While their results, and the results of other charter schools
that employ the fierce “no excuses” philosophy of KIPP, hold out
guarded hope for implementing large-scale improvements without the
need for new pedagogy, the alleged improvements are far less convinc-
ing than proponents of education reform would have the public
believe.

In any statistical sample, one has to be very concerned that experi-
mental results stem not from the effect of the treatment, but from the
selection of participants to receive the treatment—what statisticians
call selection bias. This is especially true in education, where con-
scientious parents work hard to secure the best education for their
children.

Given the difficulties of gaining admission to many charter
schools—having the interest, making the effort, and often winning
one or more of several school lotteries—the pool of students seeking
admission to charter schools skews heavily toward students with ambi-
tious and conscientious parents. As a result, the test results of charter
schools reported in the press overstate the true effect of charter
schools on students, because the pool of students applying and accept-
ing admission is different than the pool of public school students. No
surprise, students who lose the lottery for charter school admission
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and enroll in public schools significantly outperform their public
school peers.15

Where students face lotteries with long odds to gain admission to
sought-after charter schools, conscientious parents logically apply to
multiple schools. Less conscientious parents may apply to only one or
two schools. So the pool of students seeking admissions will be over-
represented by students with very conscientious parents who have ap-
plied to multiple schools, no different than other competitive schools
where students face long odds and therefore apply to many schools.
Under those conditions, lotteries will further skew toward the students
of the most conscientious parents.

A positive feedback loop is likely to ensue. Demanding charter
schools often have long school days and academic calendars. They
have strict, unforgiving codes of conduct. The strenuousness of these
standards may scare off all but the most ambitious parents. No sur-
prise, these schools’ students score higher on tests, if for no other
reason than selection bias. :

Higher scores make the schools more desirable to the most ambi-
tious parents. Conscientious parents flock to apply. This further skews
the pool to students with parents who apply to a large numbers of
schools. No surprise, only fierce, no-excuses, KIPP-like charter schools
and schools with lotteries appear to outperform their public school
counterparts systematically.!6

Just as propagandists are quick to overlook alternative explanations
for the best results out of fifty states, they are also quick to overlook
selection bias. In fact, they often seek out hidden selection bias to add
apparent statistical significance to otherwise insignificant results.

Sloppy statistical analysis is the provenance of propaganda, espe-
cially in economics, where, unlike in science, it is seldom possible to
compare experimental outcomes to carefully designed control groups
or other counterfactuals. Selection bias is the scourge of science. Hence,
science demands randomized double-blind trials—where neither the
subjects nor the researchers know which group is the experimental
group and which group is the counterfactual control group. But the very
thing scientific experiments endeavor to overcome—selection bias—
fiercely drives real-world outcomes.

If I sound too cynical, consider another research area in which



THE LIMITATIONS OF EDUCATION 225

natural results are seldom repeatable and where the conclusions are
politically charged—climate change. In 2009 hackers revealed e-mails
from the Climatic Research Unit (CRU) at the University of East An-
glia that raised questions about the institution’s objectivity. The British
government called upon the independent Science Assessment Panel
to investigate these claims. While the panel absolved the university, it
found it “very surprising that research in an area that depends so heav-
ily on statistical methods has not been carried out in close collabora-
tion with professional statisticians.”” These findings are hardly
reassuring of wholly unbiased research.

Serious researchers are aware of selection bias and take steps to
make adjustments to compensate for its effects. But these adjustments
are difficult to make. Students self-select by accepting admission to—
and by dropping out of—charter schools. Those to whom charter
schools offered admission but turn it down might accept non—public
school alternatives more suitable to their capabilities, such as paro-
chial schools. Those denied admission might make similar choices. And
public school students who were denied admission are notoriously dif-
ficult to track because students from low-socioeconomic backgrounds
change addresses often—much more often than their charter school
counterparts, for example.

In studying charter schools, careful researchers like Massachusetts
Institute of Technology’s (MIT) Joshua Angrist, the godfather of selec-
tion bias, and his coauthors find the improved results of no-excuses
schools may only be “relevant for the set of students who apply”—that
is, students with the most ambitious parents. He cautions that the re-
sults “may be different for students not interested in attending,” and
that “no excuses” charter schools “may have little impact on middle-
class children.”1#

With charter schools, educational innovators may have discovered
an alternative for improving the performance of a select group of
students—poor students with conscientious and ambitious parents.
However, it is hardly clear that this innovation truly has wide-scale
applicability for improving the educations of middle- and working-
class students or even a large portion of the poor. And it’s important
to recognize that the National Association for the Advancement of
Colored People (NAACP)—the parents most affected by charter
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schools—opposes this sorting on the grounds that it removes the role
models and leaders from their public schools.?

That’s not to say that we shouldn’t expand charter schools until the
supply satisfies the demand of parents and endeavors to give each stu-
dent the best education we can. But while charter schools may add value
through rigorous discipline, a large portion of the value comes from
allowing self-selection to separate the most promising students and
educating them differently. Let’s not kid ourselves—that’s hardly a pre-
scription for improving the education of the least-promising students.

If we do expand charter schools, we must not forget that we have a
moral obligation to help the least-promising students, too. We must
continue to search for and experiment with more effective ways to
help these children.

Replacing the Least Effective Teachers May
Be the Best Opportunity for Improvement

Given the limited applicability of charter schools, and the inability to
find other proven pedagogy for achieving widespread improvement in
test results, advocates of education reform have turned their attention
to other avenues to find demonstrated improvement. A Jack Kent
Cooke Foundation study, for example, claims students from families
in the lower-income half who score in the top 25 percent on nationally
normed standardized tests in first grade fall out of the top 25 percent
by twelfth grade in greater numbers than their counterparts in the
upper-income half.?® The researchers see this as evidence that school
environments and peer groups drag down the academic achievement
of lower-income students who may otherwise be successful.

But the study also shows that the same percentage of twelfth graders
from families in the lower-income half score in the top 25 percent as
first graders from the lower-income half—an indication that environ-
ment may have minimal effect on test scores. Differences in the churn
of students in the top 25 percent may stem largely from students in the
lower-income half scoring closer to the 25 percent cut-off than students
in the higher-income half. In that case, random fluctuations in test
scores will cause a greater share of the population to cross back and
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forth over the cut-off line. Unlike the conclusions of the Cooke Founda-
tion study, the Angrist study of charter schools concludes: “Our findings
for charter schools provide little support for this theory”—that is, for
Richard Rothstein’s theory that “ambitions are contagious; if children
sit next to others from higher social classes, their ambitions grow.”2

More promising work by Harvard’s Raj Chetty and his team shows
that effective teachers can have an impact on the lifetime earnings of
students, even though test score improvements achieved by these
teachers fade quickly.?2 The study finds that a Herculean one standard
deviation improvement in teacher quality—that is, replacing a median
teacher with an eighty-fifth-percentile teacher (for one year)—
increases the net present value of a student’s lifetime earnings by 1.34
percent, or $7,000 in 2010 dollars.*

The authors, however, leave methods for achieving such an im-
provement in teacher quality to the readers’ imagination. In fact, the
study finds that because many teachers who would be effective without
bonuses will be paid bonuses in order to retain a few additional effec-
tive teachers, “the expected benefit of offering a bonus to even an
excellent (95th percentile) teacher is only modestly larger than the
cost.”2? That’s a troublesome finding given the study also finds the
benefits of good teachers are substantially greater for students from
high-socioeconomic families, and substantially less for students from
low-socioeconomic families.2* That wouldn’t improve outcomes for
low-scoring students in a cost-effective way that advocates seek.

Instead, the study finds that “replacing ineffective teachers is more
cost-effective than attempting to retain high value-added teachers.” As
a result, it recommends firing teachers whose value-added scores—a
measurement of their ability to improve test scores—are in the bottom
5 percent over a three-year period.? Unfortunately, firing tenured
teachers has proved nearly impossible, at least so far, because of the
politically powerful teachers’ unions.

One way to implement such a change more cost-effectively might
be to pass a constitutional amendment banning teacher tenure in
public schools. This may allow schools to replace the least effective

* The study does not address whether such improvements accumulate in subsequent years,
or if once a student begins to achieve their full potential, the additional benefit of good
teachers declines.
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teachers more easily and at lower cost. There may be widespread sup-
port for such an amendment. Teachers aren’t just union workers in a
manufacturing shop. They are custodians of our children. Parents
need some say in who teaches their children, when currently they have
little. For the sake of our children, it is incomprehensible that schools
don’t have more leeway to fire incompetent teachers.

That’s not to say that teachers’ unions cause low test scores or that
scores would improve if we fired large numbers of teachers. Without
tenure, it is doubtful school systems would fire large numbers of teach-
ers, just as companies rarely fire large numbers of below-average work-
ers. It’s just not practical to run organizations that way. But at least we
could fire incompetent teachers more easily.

Preschool Appears to Be Less Effective
Than Advocates Claim

Given the difficulty of demonstrating the effect of schooling on test
scores, advocates of education now claim that we can achieve substan-
tial improvements in scores by investing in preschool education and by
spending more to surround young children with a community of gov-
ernment support outside of school. There is scientific evidence, for
example, that the brains of young children are highly plastic. It is
presumed this plasticity can be manipulated to produce higher scores
and more successful adults. This has led to a concern that three-year-
old children from high-socioeconomic families hear as many as 30
million more accumulated words as similarly aged children from low-
socioeconomic families, and that this has a large impact on the cogni-
tive capabilities of children later in life.26

But here again, the evidence that we need only implement proven
methods is discouraging. Head Start—a large governmentrun pre-
school program for children from low-socioeconomic families—has
produced little, if any, improvement in test scores. Instead, score im-
provements fade out quickly, just as they seem to in other programs.
And the highly regarded Harlem Children’s Zone—which provides
what it describes as an “unprecedented scale”?” of support, from the
earliest years of childhood through its charter school and into
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college—seems to achieve no improvement beyond what’s achieved
in any no-excuses charter school alone according to the Brookings
Institution.28

The Brookings Institution’s report concludes:

There is no compelling evidence that investments in parenting
classes, health services, nutritional programs, and community im-
provement in general have appreciable effects on student achieve-
ment in schools in the U.S. Indeed there is considerable evidence in
addition to the results from the present study that questions the re-
turn on such investments for academic achievement. For example,
the Moving to Opportunity study, a large scale randomized trial that
compared the school outcomes of students from poor families who
did or did not receive a voucher to move to a better neighborhood,
found no impact of better neighborhoods on student academic
achievement. The Nurse-Family Partnership, a highly regarded pro-
gram in which experienced nurses visit low-income expectant moth-
ers during their first pregnancy and the first two years of their
children’s lives to teach parenting and life skills, does not have an
impact on children’s reading and mathematics test scores. Head
Start, the federal early childhood program, differs from other pre-
school programs in its inclusion of health, nutrition, and family sup-
ports. Children from families enrolled in Head Start do no better
academically in early elementary school than similar children whose
parents enroll them in preschool programs that do not include these
broader services. Even Start, a federal program that combines early
childhood education with educational services for parents on the
theory that better educated parents produce better educated kids,
generates no measureable impact on the academic achievement of
children.?®

This is hardly evidence of proven methods—quite the opposite. It
indicates the improvements are hard to produce and that we lack
proven methods.

While these efforts may not close test-score gaps, there is neverthe-
less evidence that early childhood intervention, and intervention gen-
erally, improves productive behavior in adulthood. The Perry
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Preschool Study—a 1960s study that randomly assigned 58 three- and
four-year-old low-income African American children who were as-
sessed as being at high risk of school failure to a high-quality pre-
school program and then continued to track the children to the
present day—often serves as the cornerstone for these claims.? While
the program achieved significant lifetime results, nearly 90 percent of
the program’s value to the public came from reducing crime through
prevention—hardly a validation of the value of preschool for the vast
majority of children who are very unlikely to commit crimes.?!

Moreover, it is unclear how much of the crime reduction came not
from the program but from the well-recognized Hawthorne effect—in
which individuals improve aspects of their behavior in response to
their awareness of being observed.32 If the children were singled out
on a large scale as children likely to grow up and commit crimes, it’s
not clear whether the attention would have the same positive effect on
behavior. \

A recently published study by Vanderbilt University of Tennessee’s
state-funded Voluntary Pre-K Program, which randomly assigned one
thousand economically disadvantaged children to the program and a
control group, found that by the end of the third grade, the children
attending preschool performed significantly worse on cognitive and
behavioral tests than children who did not attend the program.33

That’s not to say a properly designed preschool program wouldn’t
be beneficial. But the report concludes:

It is not at all obvious that the rush to implement pre-k programs
widely without the necessary attention to the quality of the program
provides worthwhile benefits to children living in those disadvantaged
environments. . . . Scaling up pre-k programs quickly could lead to
badly run programs that might, in fact, be worse than doing nothing.3+

A metastudy of 35 high-quality studies of ten much-studied pre-
school programs found that only half the studies used randomized
control trials, the so-called gold standard of research. Of those, only
three found statistically significant positive long-term results. But
none of those results was linked to school-based pre-K.3 The study
concludes:
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We know that parents and early environments play by far the most
crucial role in shaping a child’s development. . . . At the same time,
we do not know whether school-based pre-K programs actually affect
the outcomes that really matter. . . . Our current knowledge is insuf-
ficient to justify a large expansion of pre-K as the best path forward.
And the growing pre-K push may well do more harm than good by
diverting attention and scarce resources from other more effective
approaches.36

It is no surprise that advocates of education reform shift the argu-
ment from the “known”—college and grammar school education,
where there is a growing volume of not very persuasive evidence—to the
largely “unknown”—preschool and early childhood development, where
evidence is currently scarce. Human nature uses sound reasoning to
work backward from one’s desired conclusions to a set of defensible
foundational beliefs—namely, unprovable beliefs. In effect, people
search for unprovable beliefs upon which to build sound arguments that
reach their desired conclusions.

Diamond and Saez’s assumption that taxes have no long-term effect
is an example.?” They can make an audacious assumption like that be-
cause no one can prove otherwise.

Years of research and debate gradually clarifies and narrows the
boundaries around unprovable beliefs. Serious economists on oppo-
site ideas of the political divide can legitimately hold opposing views
because there are different unprovable beliefs supporting opposing
conclusions. People outside of the profession, however, often unwit-
tingly stand outside these boundaries.

Unfortunately, people often cling to whatever unprovable beliefs are
necessary to reach the conclusion they seek, no matter how far-fetched
those beliefs may be. Ultimately, we must judge the reasonableness of
unprovable beliefs without the benefit of more definitive research.

As research gradually disproves education-related myths, it forces
advocates of education reform to find new unprovable beliefs upon
which to stand. Preschool and early childhood development currently
provide such ground in education.

While preschool education may prove to be the key to improving
educational outcomes for low-scoring students, currently it is anything
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but a proven solution that warrants wide-scale investment without
equivocation. In truth, it’s currently a promising but unproven area for

further research.

We Shouldn’t Count on Improvements
to Grade School Education for Growth

Despite decades of efforts to improve primary and secondary school
educations, and spending per pupil that rivals the highest-spending
economies of the world, even for the poorest students, there is little
compelling evidence—besides military academy-like, no-excuses
charter schools, which the NAACP opposes—that we can significantly
improve the academic outcomes of low-scoring students.? In Scientific
American, Grover Whitehurst, now the director of the Brown Center
on Education Policy at the Brookings Institution, recalls a call he re-
ceived in 2002 from the superintendent of a predominantly minority
school district asking him to suggest a math curriculum that had been
proved effective for his students: “I said, ‘There isn’t any.””%9

Bill Gates, the wealthiest person on the planet, who has rolled up
his sleeves and tried to improve education for years through his foun-

dation, recently said:

The trends are that education hasn’t improved much in the United
States over the last 50 years. . . . Alot of . . . technology . . . tends to
empower motivated students more than unmotivated students. And
one thing the U.S. has alot of, is.. . . unmotivated students. . . . People
[ask], “What’s the hardest thing our foundation’s working on . . . ma-
laria, TB, AIDS?’ I always say ‘U.S. education.®

Even Paul Krugman recognizes that education is not the panacea
its proponents make it out to be. Krugman argues:

What one still hears from many people inside the Beltway . . . is the con-
tinuing urge to make . . . a story about the skills gap, of not enough
workers having higher education or maybe the right kind of educa-
tion. ... But...since [the 1990s] wages of the highly educated have



THE LIMITATIONS OF EDUCATION 233

stagnated. Why on earth are we still hearing the same rhetoric about
education as the solution to inequality and unemployment? The answer,
I'm sorry to say, is surely that it sounds serious. But, you know, it isn’t.#!

If further investments in education had a demonstrated ability
to raise test scores and lead students to more productive behavior
in adulthood, surely Krugman wouldn’t deride “rhetoric about [im-
proving] education” by saying it “sounds serious. But. . . itisn’t.”2 Sum-
mers wouldn’t be describing it as little more than “whistling past the
graveyard.”® And Gates wouldn’t be saying “it’s easier to cure malaria.”*

It’s not surprising that large-scale programs have had limited effects
on the outcomes of children. Several metastudies of nearly three thou-
sand twin studies published by Nature finds that shared environment—
the environment we control—currently accounts for less than 20 percent
of the variation in cognitive and behavioral traits.%> That’s not to say that
some as-yet-unidentified curriculum couldn’t have a larger effect on
learning, only that modest improvements to current approaches, which
have limited effects, will have a small impact.

Harvard economist Greg Mankiw brings the dilemma into sharper
focus. He argues:

One might wonder how much of the income inequality we observe
can be explained by differences in the resources that people get
because of varying parental incomes.

Let me suggest a rough calculation that gives an approximate
answer.

The recent [Chetty] paper 46 finds that . . . 91 percent of the vari-
ance [in the income of adult children] is unexplained by parents’
income.

I would be willing to venture a guess, based on adoption studies,
that a lot of that 9 percent is genetics rather than environment. . . .
Conservatively, let’s say half is genetics.

If we had some perfect policy invention (such as universal super-
duper pre-school) that completely neutralized the effect of parents’
income, we would reduce the variance of kids’ income to .955 of
what it now is. This implies that the standard deviation of income
would fall to 0.977 of what it now is.
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The bottom line: Even a highly successful policy interven-
tion that neutralized the effects of differing parental incomes
would reduce the gap between rich and poor by only about 2

percent.?’

And, as Bill Gates fears, any improvements we do find will probably
benefit the children of motivated parents and parents with the re-
sources to take advantage of these improvements the most.

That doesn’t mean we shouldn’t continue to search for improvements.
Childhood education is surely an area where the private sector will under-
invest. Government research and involvement is critical to progress.
Early childhood brain plasticity is real. And no one knows much about it
yet. The world will benefit from running many experiments in an effort
to find new insights in this field of endeavor. That said, we shouldn’t roll
out nationwide change for the sake of change by pretending that there
are effective off-the-shelf methods we need only implement.

There Seems to Be Promising Opportunities
to Accelerate Growth with Education

Unfortunately, widespread improvements to America’s preschool and
grade school education appears to be difficult and unlikely to be achieve
without innovation. Unlike the rest of the economy, educational innova-
tions have been very slow in the making. Perhaps the government’s mo-
nopoly on education has slowed innovation. But we see surprisingly little
progress regardless. If educational innovations were easier to find, we
should expect more pockets of success and faster progress.

Regardless of the difficulty, we must strive to find more innovation
and use whatever we find. Education is too important to neglect. To-
day they are several promising avenues for improvement. Online learn-
ing, while nascent, looks very promising. Vocational educations may
prove more effective than traditional education for many students at
all levels of education. At the highest skill levels, for example, it is hard
to see how more history majors serve the needs of America well. And
the evidence seems to suggest that America is squandering some of
the value of high-scoring students from lower-socioeconomic families.
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Perhaps fifty years ago, America-céuld afford to waste some of its
opportunities—not anymore.

Online learning is one area that may hold great promise for pri-
mary, secondary, and higher education. Children miss portions of
their lessons for a variety of reasons—boredom, illness, changing ad-
dresses, unreliable caregivers, and difficulties with learning. With a
classroom full of children, teachers don’t have time to go back and
teach each individual child who misses a particular point.

As a practical necessity, passing grades allow for plenty of un-
learned lessons. But unlearned lessons have a compounding effect,
because successive lessons build on prior learning. To catch up, strug-
gling students must often suffer embarrassment in front of their peers
when seeking remedial help.

Online learning allows student testing to do more than just rank stu-
dents and assess teachers. It allows for the delivery of flexible curricula
that uniquely adjust to each student’s needs. And it can deliver this addi-
tional teaching without embarrassing students in front of a classroom.

We should also recognize that on-the-job training likely plays a far
greater role in increasing a worker’s productivity than formal educa-
tion.*8 Rather than trying to prepare all children for college—a goal that
is out of reach for many students who struggle to graduate from high
school—preparing students to succeed at work may be a more logical
goal. Perhaps inculcating values that eschew dependency, instill pride in
one’s work, and increase reliability, cooperation, and sobriety may be
more valuable to many workers than math and science. Learning how to
do a specific job and how to speak English more effectively might be
more valuable than other academic subjects for many students, too.

With 30 percent of African Americans ages sixteen to twenty-four
without high school diplomas—nearly double their white peers—at the
very least we should be running many experiments to find better alterna-
tives to the current pedagogy.®® Providing guidance for at-risk students
and working with low-wage gateway employers as those students transi-
tion into the workforce—perhaps in conjunction with an earned income
tax credit that allows employers to lower wages, which makes increased

'employment more economical while workers earn more—may be a bet-
ter way to spend money at the margin than traditional education.

Even more important is making sure that talented Americans
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are endeavoring to create a robust demand for the work of their less
fortunate compatriots. Thirty or forty years ago, America could afford
to misallocate a large share of its talent and still grow faster than the
rest of the world. Back then, America supplied roughly 30 percent of
the world’s college graduates—not anymore.5® Much of the world has
caught up. Harvard economist Robert Barro’s analysis reveals that over
the last decade, America supplied only 10 percent of the increase in
the world’s college graduates.’! Continued success in a world with
$3-an-hour labor will demand America train its talent more wisely.

Today properly trained talent constrains growth, competitiveness,
and wages. Despite the moral obligation of the most talented people
to use their talents for the greatest benefit to others, there are armies
of top-scoring college students studying curricula where the supply
of graduates far outstrips the demand—psychology, sociology, history,
and humanities—rather than business, math, and science, which are
critical to addressing the needs of others. And there are vast armies of
tenured college professors teaching these overdemanded subjects, so
shifting supply and demand is likely to be very gradual.

Contrary to popular belief, U.S. employment growth isn’t outpac-
ing other high-wage economies because of growing employment in
small businesses. Europe has plenty of small family-owned businesses.
U.S. growth is driven by small companies that grow large, predomi-
nantly successful high-tech start-ups, such as Google, Microsoft, and
Apple, which have spawned large industries around them.?? A combi-
nation of business and technical skills are critical to the success of
these faster-growing companies.

A Ewing Marion Kauffman Foundation survey of over five hundred
engineering and tech companies established between 1995 and 2005
reveals that 55 percent of the U.S.-born company founders held degrees
in science, technology, engineering, or mathematics, so-called STEM-
related fields. Over 90 percent held terminal degrees in STEM, busi-
ness, economics, law, and healthcare. Only 7 percent held terminal
degrees in other areas—only 3 percent in the arts, humanities, or social
sciences.® It’s true some advanced-degree holders may have earned un-
dergraduate degrees in humanities, but they quickly learned humani-
ties degrees alone offered inadequate training to meet the demands of
customers, and they returned to school for more technical degrees.
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Other studies reach similar conclusions. A study by Stanford eco-
nomics professor Charles Jones estimates that 50 percent of the growth
since the 1950s comes from increasing the number of scientific re-
searchers relative to the population.* A recent study from University
of California, Davis, economics professor Giovanni Peri and Colgate
economics associate professor Chad Sparber finds the small number
of “foreign scientists and engineers brought into this country under
the H-1B visa program have contributed to 10%-20% of the yearly
productivity growth in the U.S. during the period 1990-2010."55 An-
other study finds that as of January 1, 2016, immigrants have started
more than half of the eighty-seven U.S. unicorns—privately held U.S.
start-ups tracked by the Wall Street Journal and Dow Jones Venture-
Source valued at $1 billion or more.56

Despite the outsized importance of business and technology to
America’s economic growth, colleges awarded nearly half of all recent
bachelor’s degrees in the 2010-2011 academic year in fields outside
these areas of study.’ Critical thinking is valuable in all forms, but it
is more valuable when applied directly to the most pressing demands
of society.

At the same time, U.S. universities expect to graduate a third of the
computer scientists our society demands, according to a study released
by Microsoft.?® Companies have bridged the talent gap in the informa-
tion-technology sector with non-computer science majors, according
to a report by Daniel Costa of the Economic Policy Institute.>® The
study finds that the I'T sector has recruited two-thirds of its talent from
other disciplines—predominately workers with other technical de-
grees. But with the share of top-performing U.S. students earning
STEM-related degrees declining sharply over the last two decades, the
industry has turned to foreign-born workers and, increasingly, off-
shore workers to fill its talent needs.®® While American consumers will
benefit from discoveries made in other countries, discoveries made
and commercialized here have driven and will continue to drive de-
mand for U.S. employment, both skilled and unskilled, at least indi-
rectly through growing consumption.

University of California, Berkeley, economics professor Enrico
Moretti estimates each additional high-tech job creates nearly five jobs
in the local economy, more than any other industry creates.® Unlike
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a restaurant, for example, high-tech employment tends to increase
demand overall rather than merely shifting employment from one
competing establishment to another. If talented workers opt out of
valuable training and end up underemployed, not only have they
failed to create employment for other less talented workers, they have
taken jobs those workers likely could have filled.

Students need not study technology to increase their productivity.
The economy also needs armies of salesmen and supervisors who can
be more effective with trained interpersonal skills. These skills are
critical for increasing the productivity of lesser-skilled workers. But
who goes to college with dreams of becoming a salesman or a supervi-
sor, and how many professors are eager to develop expertise in these
areas of knowledge so they can impart them?

In large part, the higher pay of highly paid talent stems from the
unwillingness of talented people to suffer and endure the arduous
training and work that adds value to others. For selfish reasons, tal-
ented people with choices often prefer to pursue careers that are more
fun and interesting and to avoid taking risks that jeopardize the com-
fort of their careers. Pay for sought-after talent and risk-taking is set at
the price of persuading one more talented person to join these efforts.

Ironically, we complain about growing income inequality by de-
manding higher taxes on the income of successful workers and risk-
takers without ever admonishing talented students who have turned
away from higher pay to fulfill their moral obligation to use their tal-
ent for the benefit of others. In fact, society tells students that pursing
noncommercial endeavors is the higher calling. A better strategy
would do the opposite—praise hard work and risk-taking that serves
others, especially customers, and rebuke underutilized talent.

In the absence of such a cultural awakening, the government—the
largest financer of college educations—could take the lead on driving
changes in the studies of students by restricting what educations the
government is willing to finance. That doesn’t mean the government
would stop financing all history degrees. Rather, it would restrict fi-
nancing to the number of historians demanded by the market, rather
than by the students and their faculty influencers.

Free market purists may recoil at the notion of central planning,
but the government already largely finances public universities. Naive



THE LIMITATIONS OF EDUCATION 239

young students are horrible at matching their studies to the demands
of the job market. College professors are largely driven by academic
research, not undergraduate job training. Where properly trained tal-
ent is one of our economy’s binding constraints, perhaps America
would benefit from less of a laissez-faire approach to education. Be-
sides, there is plenty of opportunity to attend private schools to pursue
whatever students choose.

The availability of faculty to teach a rebalanced curriculum is a
major obstacle to implementing wholesale changes to the majors
America’s universities graduate. But again, online learning may offer
alow-cost opportunity to expand the reach of the curriculum, and of
the professors most effective at delivering it.

Another large opportunity for harvesting America’s underutilized
talent and putting it to work creating more productive jobs for others
is finding top-scoring students who have not graduated from college
and training them to be better job creators. For top-scoring students,
the value of additional college-level training is likely greater than mere
credentialing.

According to the National Center of Education Statistics’ longitu-
dinal study of students in 2002, 74 percent of high school sophomores
from families in the top quartile of income who score in the top 25
percent graduate from college with at least a bachelor’s degree. Only
41 percent of top-scoring students from families in the lowest quintile
earn bachelor’s degrees or higher. Similarly, only 53 percent of top-
scoring students in the middle two quintiles earn bachelor’s degrees
or higher.5? Finding a way to increase the graduation rate of top-
scoring, middle- and low-income students to the same rate as the top
income quartile would increase top-scoring college graduates by 20
percent.

There may be a variety of hard-to-solve reasons unrelated to
education why some low-income families with high-scoring children
are unable to earn more money. These reasons may correlate with the
lower college graduation rates of their children. Alcoholism and other
self-defeating behaviors, for example, are often passed from one gen-
eration to the next.

As well, the high scores of lower-income children are likely to be
closer to the seventy-fifth percentile, on average, than the high scores of
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upper-income children. The college graduation rate of lower-scoring,
high-income children is lower, too.

For these reasons, perhaps we can capture only half of the apparent
improvement in graduation rates—a 10 percent increase in top-scoring
college graduates instead of 20 percent. Even half of that is still a big
increase in the productive capacity of America.

In a world where properly trained talent constrains growth and
improving academic scores has proved difficult, investing to train
more job creators and helping young at-risk workers transition to work
may be a better way to spend money on education, at least at the mar-
gin, than the way money is currently spent. Again, running experi-
ments to find ways to improve education may be more valuable than
pouring more money into programs that have not been very effective.

Conclusion

Time and again, we are told that American education is inferior and
that improvement is the key to growing the economy, alleviating pov-
erty, and reducing income inequality. Low test scores are troubling.
American schools are clearly failing the most disadvantaged students.
And higher scores would surely accelerate growth if America could
produce them. But despite the higher scores of some other nations,
there is scant evidence that America can implement proven off-the-
shelf curriculum to achieve better results. Innovation is needed. We
should bust our pick searching for it. But improvement via innovation
has proved hard to achieve. Wishful thinking, as seductive as it is, is
not a strategy. Believing the evidence and making the investments that
it supports is the key to success.

The single biggest improvement America could make to grade
school education is firing incompetent teachers. To make improve-
ments, we simply have to run schools on behalf of students, and not
teachers. Sadly, it may require a constitutional amendment banning
tenure. I wouldn’t hold my breath if I were you.

Tough, no-excuses charter schools may not be a panacea for every
at-risk child, but they are for many of them, especially the ones with
conscientious parents. America should expand charter school capacity
until any parent who wants their child to attend can do so. Having
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their child attend an effective charter school ought to be a parent’s
God-given right, even if the NAACP prefers otherwise.

Rather than pouring more money into America’s antiquated edu-
cation systems, we should be running a multitude of experiments to
find solutions that work. Improvements to America’s educational prac-
tices likely require innovation and not merely the implementation of
proven methods that haven’t worked well. This may include better pre-
paring lower-scoring students to work more effectively so they create
opportunities to learn on the job rather than teaching subjects that
seem to do them little good. It may also entail working with low-wage
gateway employers to help at-risk students find and hold jobs. Online
learning may provide a more cost-effective way to deliver much-needed
curricula, especially in a world where the old curricula and teachers
may be growing increasingly obsolete.

But even if we do find and implement breakthroughs, it wouldn’t
begin to have much effect on our workforce for twenty years. Nor will
it fully suffuse the workforce until twenty years after that.

While we continue to search for better methods, our strategy today
should be to use America’s scarcest and most valuable resource—its
talent—more effectively. We already know how to do that.

In an economy whose growth is constrained by properly trained
talent, training talented students to create productive jobs for their
fellow Americans is, by far, the most impactful strategy for using edu-
cation to improve the economy. The success of America’s top students
increases the rest of America’s productivity and raises standards of
living for generations to come.

Perhaps the fastest way to effect change is for the government
to stop subsidizing students to study subjects where the supply of grad-
uates far exceeds the demand—history, for example—and pay stu-
dents more to study curriculum that creates jobs. Currently, there is
an enormous mismatch between what students choose to study and
what people need them to study.

Nor are talented lower-income students earning bachelor’s degrees
at the same rate as higher-income students. In today’s more technology-
driven economy, where the rest of the world’s talent grows increasingly
competitive, America can no longer afford to waste such an enormous
share of its talent.
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This education agenda is achievable without the need for innova-
tion. It would accelerate growth, albeit modestly, without budget-
busting spending increases of dubious value. It’s disappointing that
America lacks the will to implement it. And even if it is implemented,
America can do more to accelerate growth.



> Lo

Chapter 8: Our Moral Obligation to Help Those Less Fortunate

. Charlie Spiering, “Full Text: Bobby Jindal’s Dynamite Speech to the Repub-

lican National Committee in Charlotte,” Washington Examiner, January 25,
2013, http://www.washingtonexaminer.com/full-text-bobby-jindals-dyna
mite-speech-to-the-republican-national-committee-in-charlotte/arti
cle/2519682.

. Rakesh Kochhar, “How Americans Compare with the Global Middle Class,”

Pew Research Center, July 9, 2015, http://www.pewresearch.org/fact
-tank/2015/07/09/how-americans-compare-with-the-global-middle-class.

. Ibid.
. Panel Study of Income Dynamics, “Household Total Hours Worked by In-

come Quintile,” Survey Research Center, Institute for Social Research, Uni-
versity of Michigan, Ann Arbor, MI, 2015, https://www.dropbox.com/s/a7711
k65nahsqmn,/Basic%20results.xlsx?d1=0.

. “Modern Immigration Wave Brings 59 Million to U.S. Driving Population

Growth and Change Through 2065,” Pew Research Center, September 28,
2015, http://www.pewhispanic.org/files/2015/09/2015-09-28 _modern-immi
gration-wave_REPORT.pdf.

. “Poverty Overview,” World Bank, April 6, 2015, http://www.worldbank.org/

en/topic/poverty/overview.

“International Comparison Program,” World Bank, 2011, http://sitere
sources.worldbank.org/ICPEXT/Resources/ICP_2011.html.
Axel Dreher, “Does Foreign Aid Boost Growth?” World Economic Forum,
October 22, 2015, hitps://agenda.weforum.org/2015/10/does-foreign-aid

-boost-growth.

. Leigh Ann Henion, “A Job That Nourishes the Soul, If Not the Wallet,” New

York Times, January 2, 2016, http://www.nytimes.com/ 2016/01/03/jobs/a-job
-that-nourishes-the-soul-if-not-the-wallet.html?_r=0.



292

NOTES

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

2L

. Scott Sumner, “There’s Only One Sensible Way to Measure Economic In-
equality,” EconLog, Library of Economics and Liberty, April 24, 2014, http://
econlog.econlib.org/archives/2014/04/theres_only_one.html.

Christopher Chantrill, “Federal, State, and Local Spending in 20th Century,”
U.S. Government Spending, accessed May 11, 2016, http://www.usgovern
mentspending.com/spending_chart_1900_2020USp_XXs1lilllmcn
_FOxFOsFOIFOf_Federal_State_and_Local_Spending_in_20th_Century.
“Federal Debt Held by the Public as Percent of Gross Domestic Product,”
FRED Economic Data, Federal Reserve Bank of St. Louis (2015), https://
research.stlouisfed.org/fred2/series/FYGFGDQI188S.

Anna Merritt, Daniel Effron, and Benoit Monin, “Moral Self-Licensing:
When Being Good Frees Us to Be Bad,” Social and Personality Psychologi-
cal Compass, 2010, http://www—psych.stanford.edu/~monin/papers/ Merritt,
%20Effron%20%26%20Monin%202010%20Compass%200n%20Moral%20
Licensing.pdf.

Dalton Conley, “Poverty and Life Chances: The Conceptualization and Study
of the Poor,” The Handbook of Sociology (U.K.: Sage Limited, 2005), 329, edited
by Craig Calhoun, Chris Rojek, and Bryan Turner. https://wagner.nyu.edu/
files/faculty/publications/poverty_chapter.pdf.

Rajendra Pachauri et al., “Climate Change 2014: Synthesis Report,” Contri-
bution of Working Groups I, II and III to the Fifth Assessment Report of
the Intergovernmental Panel on Climate Change, IPCC, Geneva, Switzer-
land, 2014, 151 pp., http://ipcc.ch/pdf/assessment-report/ar5/syr/SYR
_AR5_FINAL _full_wcover.pdf.

“The Distribution of Federal Spending and Taxes in 2006,” Congressional
Budget Office, November 7, 2013, http://www.cbo.gov/sites/default/
files/44698-Distribution_11-2013.pdf.

Cheryl H. Lee, Tereese Dyson, Matthew Park, Calvin Handy, and Marquita
Buchanan Reynolds, “State Government Finances Summary: 2013,” U.S. Cen-
sus Bureau, February 2015, http://www2.census.gov/govs/state/gl3-asfin.pdf.
“Growth in Means-Tested Programs and Tax Credits for Low-Income House-
holds,” Congressional Budget Office, February 11, 2013, https://www.cbo
.gov/publication/43934#title0.

“Current Population Survey,” U.S. Census Bureau, tabulation of data by Sen-
tier Research, accessed November 2015.

Gene Falk, Alison Mitchell, Karen Lynch, Maggie McCarty, William Mor-
ton, and Margot Crandall-Hollick, “Need-Tested Benefits: Estimated Eligibil-
ity and Benefit Receipt by Families and Individuals,” Congressional Research
Service, December 30, 2015, https://www.fas.org/sgp/crs/misc/R44327.pdf.
Falk et al., “Need-Tested Benefits: Estimated Eligibility and Benefit Receipt
by Families and Individuals.”

Michael Tanner and Charles Hughes, “The Work Versus Welfare Trade-
Off: 2013,” Cato Institute (2013), http://object.cato.org/sites/cato.org /files/
pubs/pdf/: the_‘work_versus_welfare_trade-off_2013_wp.pdf.

Robert Rector and Rachel Sheffield, “The War on Poverty After 50 Years,”
Heritage Foundation (2014), http://www.heritage.org/research/reports/
2014/09/the-war-on-poverty-after-50-years.

“Qurrent Population Survey,” U.S. Census Bureau, tabulation of data by Sen-
tier Research, accessed November 2015.

“Social Spending During the Crisis: Social Expenditure (SOCX) Data Up-
date 2012,” Organisation for Economic Co-operation and Development,




NOTES 293

22.

23.
24.

25.
26.

27.

28.
29.

30.

3L

32.

33.

34.
35.

36.

2012, http://www.oecd.org/els/soc/OECD2012SocialSpendingDuring
TheCrisis8pages.pdf.

Price V. Fishback, “Social Welfare Expenditures in the United States and
the Nordic Countries: 1900-2003,” National Bureau of Economic Research,
Working Paper 15982, May 2010, http://www.nber.org/papers/wl5982.pdf.
Neil Irwin, “A Big Safety Net and Strong Job Markets Can Coexist. Just Ask
Scandinavia,” New York Times, December 17, 2014, http://www.nytimes
.com/2014/12/18/upshot/ nordic-nations-show-that-big-safety-net-can-allow
-for-leap-in-employment-rate-.html.

P. J. O’'Rourke, Eat the Rich (New York: Atlantic Monthly Press, 1998).

Nima Sanandaji, “Scandinavian Unexceptionalism: Culture, Markets, and
the Failure of Third-Way Socialism,” Institute of Economic Affairs (2015),
http://www.iea.org.uk/sites/default/files/publications/files/Sanandajinima
-interactive.pdf.

Ibid.

“Labor Force Characteristics by Race and Ethnicity, 2013, U.S. Bureau of
Labor Statistics, BLS Reports, August 2014, http://www.bls.gov/opub/reports/
race-and-ethnicity/archive/race_ethnicity_2013.pdf.

“Employment Status of the Civilian Population 25 Years and Over by Educa-
tional Attainment, Table A-4,” Bureau of Labor Statistics (2015), http://www
.bls.gov/news.release/empsit.t04.hem.

Sanandaji, “Scandinavian Unexceptionalism.”

Samuel Bowles and Yonglin Park, “Emulation, Inequality, and Work Hours:
Was Thorsten Veblen Right? Economic Journal (2005), http://tuvalu.santafe
.edu/~bowles/veblen.

Peter Kuhn and Fernando Lozano, “The Expanding Workweek? Understand-
ing Trends in Long Work Hours Among U.S. Men, 1979-2006,” University of
California—-Santa Barbara, November 2007, http://www.econ.ucsb
.edu/~pjkuhn/Research%20Papers/LongHours.pdf.

Chuck Marr, Chye-Ching Huang, Arloc Sherman, and Brandon Debot,
“EITC and Child Tax Credit Promote Work, Reduce Poverty, and Support
Children’s Development,” Center on Budget and Policy Priorities (2015),
http://www.cbpp.org/research/federal-tax/eitc-and-child-tax-credit
-promote-work-reduce-poverty-and-support-childrens.

Bowles and Park, “Emulation, Inequality, and Work Hours: Was Thorsten
Veblen Right?”

Kuhn and Lozano, “The Expanding Workweek? Understanding Trends
in Long Work Hours Among U.S. Men, 1979-2006.”

“Household Total Hours Worked by Income Qnuintile,” Panel Study of Income
Dynamics, Survey Research Center, Institute for Social Research, University
of Michigan, 2015, https://www.dropbox.com/s/a7711k65nahsqmn/
Basic%20results.xlsx?dl=0.

Ibid.

“Employer Costs For Employee Compensation,” U.S. Bureau of Labor Statis-
tics, March 10, 2016, http://www.bls.gov/news.release/pdf/ecec.pdf.

“What Are Poverty Rates Among Working Adults?” University of California—
Davis Center for Poverty Research, http://poverty.ucdavis.edu/faq/what-are
-poverty-rates-among-working-adults.

Carmen DeNavas-Walt and Bernadette D. Proctor, “Income and Poverty in the
United States: 2014,” U.S. Census Bureau, September 2015, http://www
.census.gov/content/dam/Census/ library/publications/2015/demo/p60-252.pdf.



294

NOTES

37.

38.

39,

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

Lawrence M. Mead, “Overselling the Earned Income Tax Credit,” National
Affairs 21, Fall 2014, http://www.nationalaffairs.com/publications/detail/
overselling-the-earned-income-tax-credit.

Lawrence M. Mead, The New Politics of Poverty: The Nonworking Poor in America
(New York: Basic Books, 1993).

“Growth in Means-Tested Programs and Tax Credits for Low-Income House-
holds,” Congressional Budget Office, February 11, 2013, https://www.cbo
.gov/sites/default/files/113th-con gress-2013-2014/reports/43934-Means
-TestedPrograms.pdf.

Christopher Wimer, Liana Fox, Irv Garfinkel, Neeraj Kaushal, and Jane Wald-
fogel, “Trends in Poverty with an Anchored Supplemental Poverty Measure,”
Institute for Research on Poverty, University of Wisconsin—Madison, 2013,
http://www.gc.cuny.edu/CUNY_GC/media/LISCenter/Readings%20
for%20workshop/Madrick2.pdf.

W. Gregory Guedel, “Sovereignty, Economic Development, and Human Se-
curity in Native American Nations,” American Indian Law Journal 3 no. 1, Fall
2014, http://www.law.seattleu.edu/Documents/ailj/Fall%202014/Guedel. pdf.
“Of Slots and Sloth: How Cash from Casinos Makes Native Americans Poorer,”
Economist, January 17, 2015, http://www.economist.com/news/united
-states/21639547-how-cash-casinos-makes-native-americans-poorer-slots
-and-sloth. )

Charles M. Blow, “Jeb Bush, ‘Free Stuff,’ and Black Folks,” New York Times,
http://www.nytimes.com/2015/09/28/opinion/charles-m-blow-jeb-bush
-free-stuff-and-black-folks.html.

“Poverty 2014 Highlights,” U.S. Census Bureau, Current Population Survey:
2015 Annual Social and Economic Supplement, accessed September 29, 2015,
https://www.census.gov/hhes/www/poverty/about/overview.

“POV24, Reason for Not Working or Reason for Spending Time Out of the
Labor Force-Poverty Status of People Who Did Not Work or Who Spent Time
Out of the Labor Force,” U.S. Census Bureau, Current Population Survey 2015
Annual Social and Economic Supplement, accessed May 10, 2016, https://
www.census.gov/hhes/www/cpstables/032015/pov/pov24_100.htm.

Sarah Jane Glynn, “Families Need More Help to Care for Their Children,”
Center for American Progress, August 16, 2012, https://www.american
progress.org/issues/labor/news/2012/08/16/11978/fact-sheet-child-care/.
Sarah Minton and Christin Durham, “Low-Income Families and the Cost of
Child Care: State Child Care Subsidies, Out-of-Pocket Expenses, and the
Cliff Effect,” Urban Institute, December 2013, http://www.urban.org/sites/
default/files/alfresco/publication-pdfs/412982-Low-Income-Families-and
-the-Cost-of-Child-Care.PDF.

Gene Falk, et al., “Need-Tested Benefits: Estimated Eligibility and Benefit
Receipt by Families and Individuals.”

Child Care Information Services, “CCIS Frequently Asked Questions,” ac-
cessed March 2, 2016, http://www.ccisinc.org/categories/child-care-subsidy/
frequently-asked-questions.html.

Anne Fisher, “U.S. Retail Workers Are No. 1...in Employee Theft,” Forbes,
January 26, 2015, http://fortune.com/2015/01/26/us-retail-worker-theft.
Barack Obama,. “Re‘marks by the President in Conversation on Poverty at
Georgetown University,” The White House, May 12, 2015, http://www.george
town.edu/news/poverty-summit-2015-with-obama.html.



NOTES 295

52.

10.

Thomas Sowell, “Why Racists Love the Minimum Wage Laws,” New York Post,
September 17, 2013, http://nypost.com/2013/09/17/why-racists-love-the
-minimum-wage-laws.

Chapter 9: The Limitations of Education

. Alan Borsuk, “Arne Duncan on Milwaukee’s Chronic Woes: ‘A national dis-

(23

grace,’”” Milwaukee Journal Sentinel, January 23, 2016, http://www
Jsonline.com/news/education/arne-duncan-on-milwaukees-chronic
-woes-a-national-disgrace-b9965648121-366329791.html.

Lauren Camera, “Low-Income Students Shortchanged on Math Curricu-
lum,” U.S. News & World Report, September 30, 2015, http://www.usnews
.com/news/articles/201 5/09/30/low-income-students-shortchanged-on
-math-curriculum.

Joseph Stiglitz, “Inequality and the American Child,” Project Syndicate,
December 11, 2014, http://www.project-syndicate.org/commentary/ameri
can-children-lack-equal-opportunity-by-joseph-e—stiglitz-2014-12.

. Anatoly Karlin, “Berlin Gets Bad News from PISA,” The AK Blog, May 12, 2012,

http://akarlin.com/2012/05/berlin-gets-bad-news-from-pisa.

. Ran Abramitzky, Leah Platt Boustan, and Katherine Eriksson, “Europe’s

Tired, Poor, Huddled Masses: Self-Selection and Economic Outcomes
in the Age of Mass Migration,” American Economic Review (2012): 1832-56,
http://www.econ.ucla.edu/Iboustan/research_pdfs/researchll_massmigra
tion.pdf.

. Martin Carnoy and Richard Rothstein, “What Do International Tests Really

Show About US Student Performance,” Economic Policy Institute (2013), http://
www.epi.org/files/2013/EPI-What-do-international-tests-really-show-about
-US-student-performance.pdf.

. “PISA 2009 Results: Overcoming Social Background—Equity in Learning

Opportunities and Outcomes (Volume II),” Organisation for Economic Co-
operation and Development (2010), http://www.oecd.org/pisa/pisaprod
ucts/48852584.pdf.

“Untapped Skills: Realising the Potential of Immigrant Students,” Organisa-
tion for Economic Co-operation and Development (2012): 27, http //WWW
.oecd.org/edu/Untapped%208kills.pdf.

. Martin Carnoy, Emma Garcia, and Tatiana Khavenson, “Bringing It Back

Home,” Economic Policy Institute, October 30, 2015, http://www.epi.org/
publication/bringing-it-back-home-why-state-comparisons-are-more-useful
-than-international-comparisons-for-improving-u-s-education-policy.

. Ibid.
. “2013 National Assessment of Educational Progress Reading and Mathemat-

ics: Summary of State Results,” Massachusetts Department of Elementary and
Secondary Education, November 2013, http://www.doe.mass.edu/mcas/
naep/results/2013ReadingMath.pdf.

Amanda Ripley, “Your Child Left Behind,” Atlantic, December 2010,
http://www.theatlantic.com/magazine/archive/2010/12/your—child
-left-behind/308310.

Carnoy et al., “Bringing It Back Home.”

“2013 National Assessment of Educational Progress Reading and Mathemat-
ics: Summary of State Results.”



296

NOTES

11.
12.

13.
14.
15.

16.

17.

18.
19.

20.

21.

22,

23.
24,
25,
26.

o7,

Ibid.

“QuickFacts Massachusetts,” U.S. Census Bureau, accessed December 17,
2015, http://www.census.gov/quickfacts/! table/PST045214/25,00.

Ibid.

Ibid. :

Caroline M. Hoxby, Sonali Murarka, and Jenny Kang, “How New York City’s
Charter Schools Affect Achievement, August 2009 Report,” Second report in
series. Cambridge, MA: New York City Charter Schools Evaluation Project
September 2009, http://users.nber.org/~schools/charterschoolseval/how
_NYC_charter_schools_affect_achievement_sept2009.pdf.

Joshua Angrist, Parag Pathak, and Christopher Walters, “Explaining Charter
School Effectiveness,” Institute for the Study of Labor, April 2012, http://ftp
.iza.org/dp6525.pdf.

Ron Oxburgh et al., “Report of the International Panel Set up by the Univer-
sity of East Anglia to Examine the Research of the Climatic Research
Unit,” University of East Anglia, April 14, 2010, http://www.uea.ac.uk/docu
ments/3154295/7847337/SAP.pdf/ab6f591fc-fc6e-4270-9648-8b943d
84782b.

Joshua Angrist, Susan Dynarski, Thomas Kane, Parag Pathak, and Christo-
pher Walters, “Who Benefits from KIPP?” IZA Discussion Paper No. 5690
(May 2011), http://economics.mit.edu/files/6965.

Mike Klonsky, “NAACP Resolution on Charter Schools,” National Education
Policy Center, January 3, 2012, http://nepc.colorado.edu/blog/naacp-resolu
tion-charter-schools.

Joshua S. Wyner, John M. Bridgeland, and John J. Dilulio Jr., “Achievement
Trap: How America Is Failing Millions of High-Achieving Students from
Lower-Income Families,” Civic Enterprises (2007), hitp://www.jkcf.org/as
sets/1/7/Achievement_Trap.pdf. :

Joshua Angrist et al., “Explaining Charter School Effectiveness.”

Richard Rothstein, “Class and Schools: Using Social, Economic, and Edu-

cational Reform to Close the Black-White Achievement Gap” (2004}, Eco-
nomic Policy Institute, Washington, DC, http://www.epi.org/publication/
books_class_and_schools.
Raj Chetty, John N. Friedman, and Jonah E. Rockoff, “The Long-Term Im-
pacts of Teachers: Teacher Value-Added and Student Outcomes in Adult-
hood,” Working Paper 17699, National Bureau of Economic Research (2011),
http://www.rajchetty.com/chettyfiles/value_added.pdf.

Raj Chetty, John N. Friedman, and Jonah E. Rockoff, “Measuring the
Impacts of Teachers II: Teacher Value-Added and Student Outcomes in
Adulthood,” American Economic Review 104, no. 9 (2014): 263379, http://www
rajchetty.com/chettyfiles/w19424.pdf.

Chetty et al.,, “Measuring the Impacts of Teachers I1.”

Ibid.

Ibid.

Betty Hart and Todd R. Risley, “The Early Catastrophe: The 30 Million Word
Gap by Age 3,” American Educator 27, no. 1 (2003): 4-9, American Federation
of Teachers, http://www.aft.org//sites/default/files/periodicals/ TheEarly
Catastrophe.pdf.

“Building the Future for Our Kids, Our Community and Our Country: 2012-2013
Biennial Report,” Harlem Children’s Zone (2013), http://wac.adef.edge



NOTES 297

28.

29.
30.

31
32.

33.

34.
35.

36.

37.

38.

castcdn.net/80ADEF/hcz.org/wp-content/uploads/2014/04/biennial
-2012-13LO-resSingles.pdf.

Grover J. Whitehurst and Michelle Croft, “The Harlem Children’s Zone,
Promise Neighborhoods, and the Broader, Bolder Approach to Education,”
Brown Center on Education Policy at the Brookings Institution, July 20, 2010,
http://www.brookings.edu/~/media/research/files/reports/2010
/7/20-hcz-whitehurst/0720_hcz_whitehurst.pdf.

Ibid.

Lawrence Schweinhart, Jeanne Montie, Zongping Xiang, W. Steven Barnett,
etal, “Lifetime Effects: The High/Scope Perry Preschool Study Through Age
40,” High/Scope Press (2006), http://www.highscope.org/file/Research/Per
ryProject/specialsummary_rev2011_02_2.pdf.

Ibid.

“Hawthorne Effect,” Wikipedia, retrieved September 2015, https://enwikipedia
.org/wiki/Hawthorne_effect.

Mark Lipsey, Dale Farran, and Kerry Hofer, “A Randomized Control Trial of
a Statewide Voluntary Prekindergarten Program on Children’s Skills and Be-
haviors through Third Grade,” Peabody Research Institute, Vanderbilt Uni-
versity, September 2015, http://peabody.vanderbilt.edu/research/pri/
VPKthrough3rd_final_withcover.pdf.

Ibid.

Katharine Stevens and Elizabeth English, “Studies Used to Promote Pre-K
Actually Make the Case for a Different Approach,” American Enterprise In-
stitute, April 2016, http://www.aei.org/multimedia/studies-used-to-promote
-pre-k- actually-make-the-case-for-a-different-approach/?utm_source
=paramount&utm_medium=email&utm_content=AEITODAY&utm_cam
paign=041316.

Katharine Stevens and Elizabeth English, “Does Pre-K Work? The Research
on Ten Early Childhood Programs—and What It Tells Us,” American Enter-
prise Institute, April 2016, http://www.aei.org/wp-content/uploads/2016,/04/
Does-Pre-K-Work.pdf.

Peter Diamond and Emmanuel Saez, “The Case for a Progressive Tax: From
Basic Research to Policy Recommendations,” Journal of Economic Perspectives
25 (Fall 2011): 165-90, http://pubs.acaweb.org/doi/pdfplus/10.1257/
jep.25.4.165.

“Chapter B: Financial and Human Resources Invested in Education,” Educa-
tion at a Glance, Organisation for Economic Co-operation and Development
(2011): 203-23, http://www.oecd.org/education/skills-beyond-school/
48630868.pdf.

Sheila Murray and Kim Reuben, “Racial Disparities in Education Fi-
nance: Going Beyond Equal Revenues,” Urban Institute, November 3, 2008,
http://www.urban.org/research/publication/racial-disparities-education
-finance-going-beyond-equal-revenues.

Jason Richwine, “The Myth of Racial Disparities in Public School Fund-
ing,” Heritage Foundation Backgrounder 2548, April 20, 2011, http://www.heri
tage.org/research/reports/2011/04/the-myth-of-racial-disparities-in
-public-school-funding.

“The Nation’s Report Card: Trends in Academic Progress 2012,” Na-
tional Center for Education Statistics, U.S. Department of Education, http://nces
.ed.gov/nation sreportcard/subject/publications/main2012/pdf/2013456.pdf.




298

NOTES

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

51.

52.

Barbara Kantrowitz, “Scientists Bring New Rigor to Education Research,”
Scientific American, July 15, 2014, http://www.scientificamerican.com/article/
scientists-bring-new-rigor-to-education-research.

Eric Schulzke, “Bill Gates Says Education Reform Is Tougher Than Eradicat-
ing Polio, Malaria or Tuberculosis,” Deseret News, July 2, 2014, http://national

- deseret news.com/article/1800/bill-gates-says-education-reform-is-tougher

-than-eradicating-polio-malaria-or-tubercuiosis.html.

Paul Krugman, “The Conscience of a Liberal: “Rip Van Skilisgap,” New York
Times, February 22, 2015, http://krugman.blogs.nytimes.com/2015/02/22/
rip-van-skillsgap.

Ibid.

Lawrence Summers, “The Future of Work in the Age of the Machine: A Ham-
ilton Project Policy Forum,” National Press Club, February 19, 2015, http://
www.hamilton project.org/events/the_future_of_work_in_the_age_of_the
_machine.

Schulzke, “Bill Gates Says Education Reform Is Tougher Than Eradicating
Polio, Malaria or Tuberculosis.”

Tinca J. C. Polderman, Beben Benyamin, Christiaan A. de Leeuw, Patrick
Sullivan, et al., “Meta-Analysis of the Heritability of Human Traits Based on
Fifty Years of Twin Studies,” Nature Genetics 47 (2015): 702-9, http://www.nature
.com/ng/journal/v47/n7/full/ng.3285.html.

Kaili Rimfeld, Yulia Kovas, Philip S. Dale, and Robert Plomin, “Pleiotropy
Across Academic Subjects at the End of Compulsory Education,” Scientific
Reports, 2015, http://www.nature.com/articles/srepl11713.

Raj Chetty, Nathaniel Hendren, Patrick Kline, Emmanuel Saez, and Nicholas
Turner, “Is the United States Still a Land of Opportunity? Recent Trends in
Intergenerational Mobility,” National Bureau of Economic Research, Work-
ing Paper 19844 (2014): 8-9, http://www.equality-of-opportunity.org/files/
mobility_trends.pdf.

N. Greg Mankiw, “How Much Income Inequality Is Explained by Varying
Parental Resources?” Greg Mankiw’s Blog, January 24, 2014, http://greg
mankiw.blogspot.com/2014/01/how-much-inequality-does-parental.html.
Joseph Stiglitz and Bruce Greenwald, Creating a Learning Society: A New Ap-
proach to Growth, Development, and Social Progress (New York: Columbia Univer-
sity Press, 2014).

“A-16. Employment Status of the Civilian Non-Institutional Population 16 to 24
Years of Age by School Enrollment, Age, Sex, Race, Hispanic or Latino Ethnicity,
and Educational Attainment,” U.S. Bureau of Labor Statistics, accessed March 9,
2016, http://www.bls.gov/web/empsit/cpseeal6.htm#cps_eande_m16.£1.
Robert J. Barro and Jong-Wha Lee, “A New Data Set of Educational Attain-
ment in the World, 1950-2010,” Journal of Development Economics 104 (2013):
184-98, http://barrolee.com/papers/Barro_Lee_Human_Capital_Update
_2012April.pdf.

Ibid.

Jorge Guzman and Scott Stern, “The State of American Entrepreneurship:
New Estimates of the Quantity and Quality of Entrepreneurship for 15 US
States, 1988-2014,” National Bureau of Economic Research, March 2016,
http://staticl.squarespace.com/static/53d52829e4b0d9e21c926940
/t/56d9205545bf217588498535,/1457102936611/Guzman+Stern+—+State+o
frAmerican+Entrepreneurship+FINAL.pdf.



NOTES 299

53.

54.

55.

56.

57.

58.

59.

60.

61.

62.

Vivek Wadhwa, Richard Freeman, and Ben Rissing, “Education and Tech
Entrepreneurship,” Ewing Marion Kaufmann Foundation (2008), http://
www.kauffman.org/what-we-do/research/2009/04/education-and-tech-
entrepreneurship.

Charles I. Jones, “Sources of U.S. Economic Growth in a World of Ideas,”
American Economic Review 92, no. 1 (2002), http://web.stanford.edu/~chad;j/
SourcesAER2002.pdf.

Giovanni Peri, “The Economic Windfall of Immigration Reform,” Wall Street
Journal, February 12, 2013, http://www.wsj.com/articles/SB100014241278873
24196204578297850464590498.

Scott Anderson, “Immigrants and Billion Dollar Startups,” National Foundation
for American Policy, March 2016, http://nfap.com/wp-content/up
loads/2016/03/ Immigrants-and-Billion-Dollar-Startups.NFAP-Policy-Brief
-March-2016.pdf.

“Digest of Education Statistics: 2012, Table 316,” National Center for Educa-
tion Statistics, U.S. Department of Education (2012), http://nces.ed.gov/
programs/digest/d12/tables/dt12_316.asp.

“A National Talent Strategy: Ideas for Securing U.S. Competitiveness and
Economic Growth,” Microsoft: On the Issues, September 27, 2012, http://news
.microsoft.com/download/presskits/citizenship/MSNTS.pdf.

Daniel Costa, “STEM Labor Shortages? Microsoft Report Distorts Reality
About Computing Occupations,” Economic Policy Institute, November 19,
2012, http://www.epi.org/publication/pm195-stem-labor-shortages-micro
soft-report-distorts/#_refl.

Lindsay B. Lowell, Hal Salzman, Hamutal Bernstein, and Everett Henderson,
“Steady as She Goes? Three Generations of Students Through the Science
and Engineering Pipeline,” Annual Meetings of the Association for Public
Policy Analysis and Management, Washington, DC, November 7, 2009, http://
www.ewa.org/sites/main/files/steadyasshegoes.pdf.

Enrico Moretti, “Local Multipliers,” American Economic Review, Papers and Pro-
ceedings 100 (2010), http://eml.berkeley.edu//~moretti/multipliers.pdf.
“Digest of Education Statistics: Table 104.91, 2014” National Center for Edu-
cation Statistics, U.S. Department of Education, 2014, http://nces.ed.gov/
programs/digest/d14/tables/dt14_104.91.asp.



