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The Secretary of Energy
Washington, DC 20585

THE CHIEF of STAFF

December 17, 1990 has seen

MEMORANDUM FOR THE HONORABLE JOHN H. SUNUNU
CHIEF OF STAFF TO THE PRESIDENT

SUBJECT: SCHOLARSHIPS FOR MINORITY STUDENTS

John:

I know you don't need any extraneous advice on this
issue, but I feel compelled to send you my vote anyway.
The subject, of course, is the Department of Education's
decision to prohibit colleges and universities from
providing scholarships specifically targeted for minority
students.

While the lawyers argue the fine points of the law,

we are witnessing seriously declining enrollments of
black and other minority students at the undergraduate
level and at the very time when we urgently need
more...particularly in science and engineering. As
the demographic pool changes in the United States,

the skills and talents of these young people, many of
whom attend college by using the scholarships which
are now in question, are desperately needed for future
national leadership roles. It is wrong to eliminate
one avenue for these young people because of some arcane
legal argument.

I vote in favor of swift reversal of the Department of
Education decision.

)
ames D. Watkins
Admiral, U.S. Navy (Retired)




e -

1. The Admiﬁistration fully éndorscs voluntary affirmative
action in higher education, and encourages educational
opportunities for disadvantaged students.

X DoEd has decided that the Title VT regulations will be

 interpreted to permit federally funded universities to administer

scholarships established and funded entirely by private persons
or entities where the donor restricts eligibility for such
scholarships to minority students.

‘3. Race-exclusive scholarships funded by state and local
governments, however, are covered by the Supreme Court's
decisions construing the Constitution and thus cannot be
addressed administratively. In-addition;, private universities
maywn9t_#uad-:aeeﬁexcIusivE“scho1arships~with~their~ownmfundsT

. (/5%

4. Given the evident confusion among the universities on
this point, the DoEd will pfrovide universities a four year
transition period in ordef to permit universities to review their
programs under Title VI.' The Department of Education is eager to
provide technical assistance to any institution during this
period. Such technical assistance has helped many universities
adrninister their scholarship programs in full compliance with

Title VI. : pirane

5. During the four year transition period, the
Administration will not inétgateﬁa broad compliance review with
respect to minority scholarships but will investigate any
complaints received. ‘ ' ‘

6 The Administration will encourage state legislatures,
local governments, and private universities to carefully review
and analyze the difficult legal restrictions on minority
scholarship programs imposed by the courts, so that these
entities may continue to the fullest extent possible to provide
scholarship assistance to minorities and other persons in need.
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THE WHITE HOUSE

WASHINGTON

December 17, 1990

THE CHIEF of STAFF
has seen

MEMORANDUM FOR GOVERNOR SUNUNU

FROM:

SUBJECT:

MARLIN FITZWATER

RELEASE OF SCHOLARSHIP DECISTION

In order to put this in an orderly context, I suggest the
following public announcement plan.

1s

At 9:30 this morning, when announcing the new Education
Secretary, the President would give a brief answer along the
following lines:

"I was very disturbed by the decision last week on
minority scholarships because I believe such
scholarships are important to extending educational
opportunity to all Americans. I also understand there
are legal implications which must be considered. I
therefore have asked the Education Department to review
its decision of last week, and to consult with members
of the White House Staff, the Justice Department, and
others in the formulation of an approach that will
ensure that our minorities continue to receive
appropriate scholarship help. I don't want to discuss
the specific legal or policy issues involved until the
Education Department has completed its review."

Have Mr. McWilliams announce his conclusions no later than
4:00 this afternoon. If it can't be done by then, it should
be held until the following day.

Mr. McWilliams should hold a press conference at the
Education Department in order to place the venue for the
decision in the public's mind, and to demonstrate the
thoughtful consideration that has been given to this matter.
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DEPARTMENT ISSUES POLICY OTATENENT
ON RACE~EXCLUSIVE SCHOLARSHIPS

Assistant secretary of Education Michael wWilliams today
announced a six-point administrative policy regarding race-
exclusive scholarships to prevent disruption to the efforts of
colleges and universities to attract minorities to their campuses
and to reassure students that no scholarships that have already
been awarded, whether in the current year or in a multi-year
cycle, will be affected in any way.

Williams, head of the Department of Education's (ED's)
Office for Civil Rights, said the six points are:

1. The Administration fully endorses voluntary affirmative
action in higher education, and encourages educational
oppertunities for minority and disadvantaged students.

2. ED has decided that the Title VI regulations will be
enforced in such as way as to permit universities
receiving federal funds to administer scholarships
established and funded entirely by private persons or
entities where the donor restricts eligibility for such
scholarships to minority students, although under Title
VI private universities receiving federal funds may not
fund race-exclusive scholarships with their own funds.

-MORE-
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Race-axclusive scholarships funded by state and local

governments, however, are covered by the Supreme

Court's decision construing the Constitution and thus

fvcannot be addressed administratively.

Given the evident confusion among the universities on

d

/éhig point, ED will provide universities a four-year

transition period in order to permit universities to
review their programs under Title VI, and to assure
that any students under scholarship, or being evaluated
fdr scholarship, do not suffer. ED is eager to providg
technical assistance to any institution during this

afn ety
four-year period. Such technical assistance haikhelped
many universities administer their scholarship programs
in full compliance with Title VI.
During the four-year transition period, the
Administration will not pursue a broad compliance
review with respect to minority scholarships but will
fulfill its statutory obligation to investigate any
complaints received.
The Administration will encourage state lagislaturas,
lecal governments, and private universities receiving
federal funde to carefully review and analyse the legal
restrictions on minority scholarship programs imposed

by the courts, esc that these entities may continue to

the fullest extent possible to provide scholarship

aseistance to minorities and other perscns in need.
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"We are eager to work with schools during this transition
period to provide the broadest access possible to minority
students to the financial aid they need," Williams sald.

"we will handle those complaints as we have in the past: we
will work with the institution to review its programs under Title
VI. Because of the unfailing ccoperation of institutions of
higher education, we have not to date initiated an enforcement
action for non-compliance with Title VI regulations."

nThis position is consistent with the Administration's
str&ng endorsement of voluntary affirmative action programs in

higher education," Williams said.

#hé
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QA THE WHITE HOUSE
og
W WASHINGTON

December 12, 1990

Dear Larry:

 With deep regret I accept your letter of
resignation. For more than two years, and under
two Presidents, you have distinguished yourself
through your devotion to improving the education:
of our Nation’s children.

With your help and guidance we assembled the 50
State Governors in Charlottesville for a historic
education summit. There, we established a
consensus for a set of national education goals,
which today are the driving force behind our
education agenda. Your tireless promotion and-
pursuit of these goals has set us on a path to
educational excellence through the end of the
decade.

I was particularly proud, Larry, to stand with you
last September to announce an Executive Order on
Educational Excellence for Hispanic Americans
based on the findings of the task force you led.
Hispanic Americans in every community are indebted
to you for the inspired leadership you have
provided.

Barbara and I will always be grateful for the
sincerity, diligence and care you brought to the
Office of the Secretary. On behalf of students,
parents and teachers across the Nation, let me
thank you for your dedicated service.

Sincerely, ? :

The Honorable Lauro F. Cavazos
Secretary of Education



UNITED STATES DEPARTMENT OF EDUCATION

THE SECRETARY
December 12, 1990

The President
The White House
Washington, DC 20500

Dear Mr. President:

I, Lauro F. Cavazos, hereby resign as United States Secretary of
Education, effective close of business, December 15, 1990.

I appreciate the opportunity to work with the Administration in
helping to further its goals toward excellence in education. I
am especially proud of the contributions I was able to make in
expanding choice in education, promoting the Executive Order on
Excellence in Education for Hispanic Americans, and raising
awareness of the growing diversity of America's student
population.

I have only the greatest expectations and highest hopes that each
child in America will be educated to his or her fullest
potential.

Respectfully,

/f"aa..novfi_

Lauro F. Cavazos

400 MARYLAND AVE., SW. WASHINGTON, D.C. 20202-0100
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% Education secretary

is ﬂunkmg the _]Ob

By Thomas Toch
and Kenneth T. Walsh

eorge Bush may have
pl to be the “educa-
tion president.” but his
appointment of Lauro F.
Cavazos as secretary of
education has been a disaster.

The grandfatherly 63-year-old
“Texan has been virtually invisible in
the struggle to improve the nation’s
schools, and the Department of Edu-
cation has drifted aimiessly on his
watch.

The former anatomy professor
and president of Texas Tech Univer-
sity was initially appointed by Presi-
dent Ronald Reagan {n August 1988,
largely tn the hope that his Hispanic
heritage and Texas roots would but-
tress the Bush campaign in the
state. From the beginning, he has
supplied more platitudes than lead-
ership on education.

At a news conference earlier this
year, he called for the “restructuring”
of the nation’s schools. What is re-
structuring? Said Mr. Cavazos:
“Those strategies that you have to
bring about in the operation of
schools in order to improve the
-schools.” He shuns the media cover-
age that could help him communi-
cate the administration's education
message, saying in a recent inter-
view, “I'm not looking for press.”

Mr. Cavazos calls himself a coali-
tion-butider. But he has been far less
.successful {n raising the public de-
. bate on education than his abrastve
. but ideas-oriented predecessor, Wil-

:lam J. Bennett. now the directar of §
- national drug control policy. A mas--
.ter of the “bully pulpit.” Mr. Bennett
: also wrote a series of provocative re-
- ports on topics such as elementary
-schools and um during his
‘tenure. Mr. is friendlier with
the educational establishment than
his predecessor, but he has lacked
.the drive and political savvy to move
-beyond fence- meetings.
“He can't get anyone to do any-
. * said an administration source
+who knows Mr. Cavazos' work. “He
“lectures: then there's no follow-up.”

LAUROF. CAVAZOS
Appointed by Reagan

»
66 There are some
at the de,
/buttheyaren'tgettmg
fany marching orders. 99

JEANNIE ALLEN
Beritage Foundation

s A lifelong academic, Mr. Cavazos
-u far out of his element in the
rough-and-tumble worid of public
:policy JHe has gone a long way to-
- ward alienating his core constituen-
cy Hispanics. In March, Hispanic
<lawmakers who represent severely
simpoverished Hispanic school dis-

‘v

/e

=tricts in Texas' Rio Grande Valley
-wnlked out of Mr. Cavazos' address
<to a joint session of the Texas Legs-
*lature after he declared that “money
-is clearly not the answer” to “the ed-
<ucation deficit.”

3 His management of the Depart-
sment of Education has been troubled
'ubat Stafl members at the depart-
sment's headquarters describe the
dow-keyed secretary as “detached”
«and “not fully engaged.”

* . .“Decision memos frequently sit in
<his office for weeks, some never to be
.raolved said one official.

sin sharp contrast to the hard-

-chnrglng Mr. Bennett, Mr. Cavazos
<has no clear blueprint for the Educa-
‘tion Department to push the presi-
‘dent's policy proposals. which in-
ﬂnde alternative teacher certifica-
<dion and rewards for top teachers
And schools. “He never takes a
Jstrong enough role to get initiatives
off the ground.” said a department
“afficial.

s As an example, a departmental
‘math and science initiative has been
-stalled for months in the absence of
Jleadership by Mr. Cavazos. Said
’Jelntue Allen, an education special-
:ist at the gencnuy pro-Republican
-Heﬂuge oundation: “There are
-some talented staff at the depart-
.ment. but they aren’t getting any
‘marching orders.”
+  To the dismay of many at the de-
.partment, one of the most prominent
‘'members of the secretary's “stafl" is
his wife of 35 years. Peggy Ann Ca-
. vazos. She arrives daily at the de-

*.partment with her husband.

not on the government payroll, the
former nurse and motherof 10 hasa

“working office” adjacent to the sec-
retary's and is actively involved in

the department's affairs.
She reads and edits the speeches.
" policy papers and other information
sent by department staff to the sec-
retary. She regularly participates in
senior staflf meetings in the secre-
tary's office, including a recent ses-
sion on the department’s controver-
sial rankings of state educational
performance. On more than one oc-
" casion, Mrs. Cavazos has
her husband to reject recommenda-
tions from the department's top
presidential appointees on highly
technical matters of policy.

More....




CAVAZOS, continued....

The 's stafl frequently
defers wmvm over the sec-
retary’s schedule.

“Ultimately, things that have to
get done get done." said one source,
“but frequently there are elaborate
machinations to get from potnt A to
point B® caused by Mrs. Cavazos.

Mr. Cavazos' detached demeanor
and his wife's high profile in the de-
partment have left many Education
Department staflf members deeply
frustrated. The situation nearly

. caused Undersecretary of Education

Theodore Saunders to resign this

“spring. and his relationship with his

boss remains “stratned.” according to
department officials.

Mr. Cavazos insisted in a recent
interview that he is “calling the
shots® on education within the ad-
ministration and that his office “is
setting the pace and direction for ed-
ucation in the U.S. In a strong, force-
ful and responsible way.” But Mr.
Cavazos clearly has been eclipsed as
the president's top education adviser
by White House aides, particularly
Roger Porter, the president's domes-
tic policy adviser.

It was Mr. Porter, for example,
who drafted an administration edu-
cation bill last year and planned last
fall's education summit with the na-
tion’s governors in Charlottesville,
Va. It was he who n ted a sertes
of national education goals with the
governors. And he. not Mr. Cavazos,
represented the administration on
education at the National Governors’
Association's annual
bile, Ala., this summer, where strat-
egles for achieving the goals were
hammered out.

“Roger has effectively cut the sec-
retary out of presidential decision-
making on education.” said a depart-
ment official. Mr. Porter denies hav-
ing done o, but recently key Cava-
zos deputy Charies Kolb moved to
Mr. Porter's stafT at the White House
in a move that symbolized the shift
of power,

Though he bristies at references
to Mr. Porter's asce, or to Mr.
Bennett's energy in the Job. Mr. Ca-
Vazos seems to have settled into a
routine of semiretirement at his Cab-
inet post. t stafl members
say that he takes leave frequently
and regularly works short days, ar-
I'Mng with his wife between 8:30
and Sa.m. and lea at his

ure time® of 4:45. Rather than
&Yn“‘lhlo :lnflvel d:uu:uuom to save
€. he often drives distances

on offictal e

in Mo-'

There is no sh of suggested
replacements for Mr. Cavazos. For-
mer Tennessee Gov. Lamar Alexan-
der. now president of Drew Universi-
ty. tops the list. David Kearns, chair-
man of Xerox Corp., and Donaid Pe-
tersen, retired chairman of the Ford
Motor Co., have been mentioned
more recently. Yet Mr. Cavazos re-
mains the nation's top educator.
Why?

Partly because the White House
loathes the potential political conse-
quences of firing the nation's first
Hispanic Cabinet . Also, ad-

ministration officials say that do- .

mestic policy adviser Porter likes the
added influence that the role of sur-

rogate education secretary gives him
with the president.

The political dynamic for Mr. Ca-
vazos may change in the coming
months. to administration
officials, the Education Depart-
ment’s inspector general is investi-
gating Mr. Cavazos' travel habits
and his wife's role at department
headquarters. The inspector gener-
al's office won't discuss its work. but
a number of past and present Ca-
vazos aides have aiready been inter-
viewed.

N \\.

a4

Even if Mr. Cavazos is cleared. i
Mr. Bush (s approaching the mid- |
point of his presidency and may |
move to bolster his administration's I
weaknesses as the White House
looks ahead to a re-election bid in l
1992. White House polister Robert
Teeter is said to be espectally worried
that Mr. &vumlsshapmgupua |
major political Uability. If so, the gen- |
teel Texan may be propelled into the
full-time retirement he announced at
Texas Tech shortly before Mr.
Reagan made him the nation's edu- ,
cationa, leader. !

Thomas Toch covers education

-for U.S. News & World Report.

Keaneth T. Walsh is White House
correspondent a U.S. News.
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THE WHITE HOUSE
WASHINGTON

April 30, 1990

MEMORANDUM FOR GOVERNOR SUNUNU
7 /)
FROM: ROGER B. PORTER A4/

SUBJECT: Education Spending

Last week you asked about studies and facts dealing with
education spending in the U.S. Some policy institutes are now
rising to the occasion following all the publicity that was
attached to the Economic Policy Institute's claims that we are
way behind other countries in spending on education.

The Hudson Institute has prepared a briefing paper
entitled "The Acanemia Deception," which they will officially
release on May 11. It refutes the Economic Policy Institute's
assertion that the U.S. lags other industrialized countries in
its spending on education. And, indeed, makes the case that
administration officials have been making -- that we spend more
than other countries.

It also makes a case for the need for putting more into
education R&D. I think you will enjoy it.

Attachment




THE “ACANEMIA” DECEPTION

o  “By bringing technology into the heart of the policy equation, THE ACANEMIA DECEPTION redefines
the national debate on education and the economy.”

o  “Hudson Institute’s new study shatters the myth that U.S. education is underfunded.”
o  “Perelman’s paper is must reading for every U.S. business executive and political leader who is seriously

concerned about America’s human capital crisis.”

FACTS

o The education sector’s productivity trails far behind that of any other major industry. Education’s labor
costs are 93% of output, compared with 54% for the average U.S. business. (See Exhibits 6 and 6a, p. 12
and p. 14)

o  Education invests 100 to 1000 times less in R&D or in acquiring technology than most businesses, and
several thousand times less than high-technology industries. (See Exhibits 6 and 6a, p. 12 and p. 14)

o Contrary to the claim of the Economic Policy Institute, the United States spends more on K-12 education
than any major nation. U.S. K-12 expenditures per student exceed those in any other OECD nation except
Switzerland (a country far too small for relevant comparison). (See Exhibits 1 and 1a, p. 3 and p. 4)

0 " The overwhelming majority of réséarch studies show no relationship between school cxpenditﬁres':and '
student performance. (See Exhibit 5, p. 11)

o  Students in countries that spend considerably less on schools than the United States--notably South Korea
and Spain--score markedly higher on international achievement tests than American students. (See
Exhibit 4, p. 8)

o R&D investments are as minuscule a share of education expenditures in seven European nations as in the

United States: only a small fraction of one percent. (See Exhibit 7, p. 15)

QUOTES FROM THE REPORT

“America is not shortchanging education. Education is shortchanging America.” (p. 3)
“Restructuring education does not require bigger budgets but different budget priorities.” (p. 2)

“The failure to consider education’s lack of productivity makes the myth of a school spending ‘lag’--to the extent
it influences policy--subversive to economic development and competitive leadership.” (p. 7, paraphrase)

“While the [Bush] administration has correctly tried to refocus the education reform debate on ‘results not
resources,’ its lack of a compelling strategy to achieve more learning at less cost--which we have the technology
to attain--has left the siren call for more school spending unchallenged and unscathed.” (p. 24)

“The attempt to solve education’s productivity problem by buying even more of the same academic education is
like trying to cure alcoholism by subsidizing the price of bourbon.” (p. 10)

“Gillette spent more on R&D to invent a better razor blade than all the states combined spent to develop a
better teaching technology than the medieval ‘Yak in the Box’ (the classroom lecturer).” (p. 13, paraphrase)

“About as many American adults need further basic education as there are children in U.S. public schools. Yet
for every dollar spent on K-12 education for children in the United States, less than a penny is spent on basic
education programs for adults.” (p. 17)
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THE “ACANEMIA” DECEPTION

How the Myth that America “Lags” in Education Spending
Threatens to Undermine National Competitiveness

by Lewis J. Perelman

[SUMMARY: America’s academic bureauc-
racy, abetted by a recent report from the Eco-
nomic Policy Institute, is spreading the myth

" that U.S. schools are financially undernour-

ished compared to those of other nations. The
truth is just the opposite: U.S. spending on
education is “unsurpassed” (as President Bush
has said). The “lag” in U.S. education is not in
spending but in productivity: American schools
actually are “shortchanging” the nation by
wasting some $100 billion a year through
sprawling bureaucracy and outmoded techno-
logy. Increasing budgets for obsolete schools
will waste resources and delay the educational
restructuring needed to compete in the 2Ist
century economy. |

Statistics, Mark Twain observed, can be
more deceptive than lies, or even “damned
lies.” His judgment would not have been
shaken by Shortchanging Education, a recent
paper from the Economic Policy Institute
which uses tortured statistics in an attempt to

discredit President Bush’s contention that
the focus of educationreform “must nolonger
be on resources; it must be on results”--the
central conclusion of the “Education Sum-
mit” meeting last September that formed the
basis for the national education goals jointly
endorsed by the president and the governors
this winter. To thwart the president’s initia-
tive, America’s academic bureaucracy has
used the erroneous EPI report to bolster that
lobby’s habitual argument that spending, not
achievement, is the essential measure of
educational progress.

The Briefing Paper by EPI analysts Edith
Rasell and Lawrence Mishel, published in
January 1990 by the Washington-based
think tank, claimed to show that the United
States trailed 13 other “industrial” countries
in spending on elementary and secondary
(grades K-12) education, contradicting the
Bush administration’s assertion that U.S.
education spending is “unsurpassed.” In an

Lewis J. Perelman is a Senior Research Fellow at Hudson Institute. He is co-director of Hudson’s Project Learning 2001,
a program sponsored by eight U.S. corporations and foundations, aimed at devising strategies to restructure America’s
education and training systems. A former senior scientist at the Jet Propulsion Laboratory and planning director for
Holiday Corp., Dr. Perelman is the author of Technology and Transformation of Schools (National School Boards As-
sociation, 1987) and The Learning Enterprise (Council of State Planning Agencies, 1985).
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schools are better than another’s, but that
traditional academic systems--in other na-
tions as well as the United States--are woe-
fully inadequate to meet the challenges of a
knowledge-age economy.

America is not shortchanging education.
Education is shortchanging America.

WHY EPI IS WRONG

Although the EPI paper was immediately
shown to be erroneous and deceptive by other
analysts,’ its faulty findings nevertheless have
been widely reported as “fact” by the press,
and are being continually repeated by aca-
demic lobby PR. Because the EPI report has
been used so effectively by the academic
bureaucracy to perpetuate the myth that U.S.
education is underfunded--and because this
“spend-more” campaign threatens once again
to stymie the fundamental changes needed in
the nation’s education systems--the EPI study’s
errors urgently need public exposure.

The explicit objective of the Rasell and
Mishel paper is to discredit the contention of
the Bush administration and many of the
nation’s governors and business leaders that
America’s comparative weakness in educa-
tional achievement cannot be attributed to a
lack of investment, since the United States
spends more on educating its students than
just about any other country on earth. Yet the
EPI analysis fails to disprove what is, in fact,
the truth.

As Exhibit 1 shows, in the most accurate
assessment of pre-K through secondary edu-
cation expenditures per student among in-
dustrial (OECD) nations, the United States
ranks near the top of the list, second only to
Switzerland.? And Switzerland, a nation about

the size of New Jersey, is hardly a relevant
model for the United States.* Adding more
countries would still leave America near the
top. By any practical standard, U.S. spending
on its students is “unsurpassed.”

Erroneous measures. EPI's Rasell and
Mishel have attempted to obscure this real-
ity--with all too great success--by deflecting
attention to the meaningless comparison of

Exhibit 1
INSTRUCTIONAL EXPENDITURES
PER STUDENT*
(Pre-K through Grade 12)

Switzerland ........ $3,683 .......... 1985
-United States ........ 3,310 ........... 1985 .
s 3214 ......... 1985
Canada .........c........ 3,192 .......... 1985
Denmark .............. R X0, J— 1986
NOIWAY wuevrisvemns 2,900 .......... 1985
Luxembourg.......... 2,59 .......... 1983
AUSETA ..oovreereernennee 2,497 .......... 1985
West Germany .... 2,253 .......... 1985
Belglum .....civsves 2234 s 1985
France.......cooeuuuue.. 1,996 .......... 1984
Australia................. 1,995 .......... 1985
United Kingdom .. 1,897 .......... 1984
Netherlands .......... 1,860 .......... 1984
JEPEN sicypmdiassen 19, J—— 1985
New Zealand ........ 1,262 .......... 1985
MBLY i 1,249 .......... 1983
Ireland .................. 1,108 .......... 1984
) g oii | E— ' 5 [ — 1985
Spain ....cceeerereneceniennns 598 ....cue. 1979
Greece ........ T L3 { J— 1984
i 11 -, —— 241 .......... 1985

*Based on OECD 1985 Purchasing Power Parities

(PPP) Index.

Source: U.S. Department of Education
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Exhibit 2
EPI COMPARISON OF EDUCATION EXPENDITURES/GDP (1985)
Share and Rank
1) 2 3

K-12 and Higher Education K-12 Only Adjusted* K-12
United States 6.8% 2 4.1% 12 4.1% 14
Australia 33 12 St 15 39 15
Austria 5.8 11 4.7 7 5.9 2
Belgium 6.1 7 4.9 5 4.9 S
Canada 6.8 2 4.7 7 4.7 8
Denmark 6.0 8 4.5 10 4.8 6
France (84) 5.9 10 3.1 3 4.6 9
F. R. Germany 4.6 16 35 16 4.6 9
Ireland (84) 6.0 8 5.0 4 3.8 16
. } Italy (83) 4.8 15 41 . .12 | 42, 13
Japan 6.5 3 4.8 6 4.8 6
Netherlands (84) 6.8 2 4.7 7 45 11
Norway 6.3 6 54 2 53 +
Sweden 7.6 1 6.3 1 7.0 1
Switzerland 5.1 14 42 11 5.8 3
United Kingdom 52 13 39 14 4.5 11

Non-U.S. Average 5.8 4.5 4.6
*Adjusted for 1985 U.S. K-12 enrollment rate Source: Economic Policy Institute

ment than does Minnesota: In 1986, Missis-
sippi spent 3.9% of its gross state product on
K-12 education, compared to a 3.7% share
for Minnesota.

In contrast, the Education Department
notes that Minnesota’s investment in K-12
education is larger than Mississippi’s when
measured by the more valid statistical indica-
tor of state investment, expenditure per pu-
pil: In that year, Minnesota spent $4,180 per
pupil against Mississippi’s $2,350 per pupil.

But the higher cost of living in Minnesota
inflates this apparent difference in expendi-
tures to some extent. In any case, the differ-
ence in school spending has little to do with
the substantial difference in academic per-
formance between the two states (see Exhibit
5 and discussion on page 11).

Meaningless effort. The crux of the failure
of EPI’s argument lies in Rasell and Mishel’s
assertion that the share of national income
allocated to education (or anything else) is “a

May 1990

Hudson Institute Briefing Paper




(]

income. Infact, the data in Exhibit 3 incorpo-
rate the EPI data of Exhibit 2 and share the
same flaws and distortions.

Ignoring productivity. An even more im-
portant flaw in EPI's purported “measure of

effort” than its failure to account for differ-
ences in wealth and culture is that it ignores
crucial differences in the productivity of ex-
penditures made for the same purpose, which
depends in turn on the technology and or-
ganization available to serve that purpose.

Thus, in the above agricultural example,
India puts more “effort” into feeding itself

Exhibit 3
EPI COMPARISON OF K-12
EXPENDITURES PER STUDENT
AS % OF PER CAPITA INCOME (1985)
rank
United States ...ceeeeee 20.8% .eceeeee 14
Australia .......cceeveunene 195 s 15
AUSLTIa....cocerrerrernenes 29.7 . 2
Belgiom.cwaiwns 25,0 5
Canada ........cceeeuruunee. 02 1) E——— 8
Denmark........cccue... 24S...ee. 6
France (84) ................ 232 i 10
F.R. Germany .......... 235 s 9
Ireland (84)................ 194........ 16
Italy (83) oo 21.1............ 13
Japan ... .. s — 7
Netherlands (84) ...... v 1 | 11
INOPIRRY csciimmissmissone 7.5 1 (- 4
Sweden .......coeevevenenee. K Tk JO— 1
Switzerland ................ 29.6.....c...... 3
United Kingdom (84) 22.38............ 12
Non-U.S. Average ... 23.5
Source: Economic Policy Institute

than does the United States in important part
because India’s agricultural production and
distribution technology is far less efficient
than America’s technology--food in India is
more expensive than food in the United States.

This last failure is the one that particu-
larly makes the popular acceptance of EPI’s
erroneous education “spending lag” not merely
distracting but--to the extent it influences
education policy--downright subversive to the
nation’s hopes for economic development
and competitive leadership.

The central truths obscured by EPI’s sta-
tistical smokescreen are that (1) better aca-
demic results do not require spending more
on education, and (2) spending more on
education is at least as likely to cause €co-
nomic decline as to reverse it.

Even among U.S. states, it is evident that
gross spending on education does not predict
academic achievement. South Dakota, for
instance, ranks near the bottom (43rd) among
states on spending per student, and dead last
in average teacher salary. Yet the state’s
student test scores rank in the top five.

It is true that, in international compari-
sons of standardized tests, U.S. students score
lower than those in several of the “industrial”
countries that Rasell and Mishel list that--by
EPP’s calculation--seem to spend more on K-
12 education. But Rasell and Mishel actually
selected countries for their list that supported
their case for more education spending and
left out countries that would disprove their
argument.

Notably, EPI excluded from its table newly
industrialized or industrializing countries such
as Korea or Spain that spend less on educa-
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in a smaller, more homogeneous nation.” If
centralized, national systems were inherently
more efficient than decentralized ones, as
Rasell assumes, Eastern Europe should be an
economic powerhouse instead of the basket
case it is.

Rasell’s faith in the efficiency of central-
ization runs counter to current management
theory and vast practical experience, in
education as well as in the economy as a
whole. Peter Drucker has argued that the
lack of a national education ministry, and
the decentralized, open, and flexible struc-
ture of U.S. education are among America’s
greatest competitive advantages in the world
economy.’

There is somewhat more to be said for-

Rasell’s argument that because the United
States has more immigrants and more chil-
dren in poverty than some other nations, “we

[Sweden’s] ultra high taxes, stumping investment,
lagging growth and eroding productivity have
been undermining the Swedish economy for
decades. . . . It was becoming clear nearly a year
ago that the government was headed for disaster.
Surging inflation and strikes caused panic in
Stockholm, which earlier this month proposed a
two-year ban on strikes, and a freeze on wages,
Last Thursday the plan went up in flames and
with it Ingvar Carlsson’s minority government. . . .
The reality of today’s Sweden is the lingering
myth of a cradle-to-grave Welfare Paradise.

The myth is based on an enormous system of
subsidies—from food consumption to having
children and even reaching old age. Savings are
nonexistent and investments are flowing abroad.
That the gravy train is sputtering can be seen in
the degradation of services, particularly medical
care, and increasing poverty.

-- “Welfare Paradise Lost,” The Wall Street
Joumal, February 22, 1990

have to invest more money in compensatory
education...just to achieve the same level of
performance.”® The primary flaw in this
argument--typical of the entire EPI paper--is
that it confuses spending with results.

If some children in America need special
educational services to compensate for disad-
vantages and to avail those children an equal
opportunity for learning and growth, those
services certainly should be provided. But
Rasell presents no evidence, and there is no
reason to casually assume, that compensatory
educational services necessarily must be more
costly than other educational services.

And to the extent that compensatory
education may prove more expensive than

average, services to the disadvantaged willbe . -- -

more effectively financed by reallocating
resources from wasteful or less urgent educa-
tional uses than by simply increasing expendi-
tures. In fact, no studies have shown any
sustained benefit from the billions of dollars
spent on the major national program for
compensatory education, Chapter I of the
federal Elementary and Secondary Educa-
tion Act.’ And research recently reported by
Stanley Pogrow of the University of Arizona
concluded that money spent on Chapter I
programs actually has the effect of inhibiting
at-risk children’s ability to learn.®

There is no reason to assume--and sub-
stantial evidence to doubt-that spending more
on education will help the disadvantaged.
Actually, many of America’s poorest, most
disadvantaged, and least academically profi-
cient students reside in school districts whose
spending per pupil is well above average. The
District of Columbia, for example, spent over
$5,700 on each public school student in 1987
--much more than the national average of

May 1990

Hudson Institute Briefing Paper




11

postsecondary education and training simply
to be employable.

This is a radical change from two or even
one generation ago when a large number of
intellectually unskilled but well-paid craft jobs
in manufacturing, mining, and agriculture gave
many school dropouts a good opportunity to
labor their way into the middle class. Now,
the Hudson Institute study finds that the fast-
est-disappearing jobs are those that require
the lowest entry skills and the least continu-
ing education. Even if schools were perform-
ing aswell as they used to, the economic value
of their traditional performance would be
declining because of the shifting demands of
a knowledge-age economy.

. .More spending means.less productivity. An
exhaustive review of two decades of educa-
tional research by Eric Hanushek of the

University of Rochester yielded the “star-
tlingly consistent” result that there is no sys-
tematic relationship between variations in
school expenditures and variations in school
performance. Moreover, as Exhibit 5 shows,
Hanushek found little or no evidence of
improved student learning resulting from the
ways increased K-12 funding typically has
been spent in pursuit of “excellence”: smaller
classes, higher teacher pay, more teacher
training, bigger and better school buildings,
and so forth.”

A study by Deborah Inman at New York
University shows that while total state spend-
ing on K-12 education grew by about a third
from 1983 to 1987, less than 2% of that
sum was allocated to any kind of “reform.”*

Her study further indicated that the majority.

of these limited “reform” investments--which
still totalled some $6 billion--went to the

IMPACT OF EDUCATION INII;:;(Jh'IfIS)ltOi STUDENT PERFORMANCE
Number of % No % Positive % Negative
Studies Impact Impact Impact
Expenditures/pupil 65 754 20.0 4.6
Teacher/pupil ratio 152 82.2 9.2 8.6
Teacher education 113 88.5 7.0 4.5
Teacher experience 140 64.4 28.5 7.1
Teacher salary 69 78.3 15.9 5.8
Administrative inputs 61 86.9 11.5 1.6
Facilities 74 83.8 9.5 6.7
Source: Hanushek (1989); adapted from The Washington Times, 6 April 1989.
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e Education is tied as America’s most la-
bor-intensive industry, with labor costs
representing 93% of output, compared
with 54% for the average business and
only 42% in the high-tech telecommuni-
cations industry.

e Education has the lowest level of capital
investment (i.e., buying technology) of
any major economic sector, providing only
about $1,000 of capital for each worker,
compared with an average of $50,000 of
capital invested per job in the U.S. econ-
omy and investments of several hundred
thousand dollars per employee in some
high-technology businesses.

e The investment in research and develop-
ment that is the wellspring of growth and
competitiveness in every other business is
almost nonexistent in the education sec-
tor. The average U.S. business spends 2%
of its revenues on R&D; in many high-
tech businesses investments of 7% to0 20%
or more of revenues in R&D are com-
mon. Yet the education industry invests
less than 0.1% of its revenues in research
and innovation. R&D investment per
employee--a key factor of competitive
advantage--is less than $50 a year in edu-
cation, compared with $5,000 in a typical
business and $20,000 to $40,000 or more
in a high-tech business such as computer
software.

But it’s the productivity of students, not
paid staff, that is really essential in the educa-
tion business. When “worker” is equated
with student rather than employee, educa-
tion’s already meager investment in research
and technology charted above is at least ten
times less: not even five dollars a year for
research and only about a hundred dollars
of capital investment per worker.*

To gauge the extent to which education

has shortchanged innovation, consider that
the Gillette Company’s new, high-tech razor
blade cost some $200 million in R&D invest-
ment over 13 years to create. Gillette, a
company whose annual revenues of more
than $3.5 billion are less than the education
budgets of three-fourths of the U.S. states,
thus spent more to invent a better shave than
all the states combined spent during the same
period to develop a better technology for
teaching and learning than the 1,000-year-old
“Yak in the Box” (the lecturing classroom
professor).

As aresult of the prolonged, near-perfect

resistance of academia to the research and
innovation that fuel the advance of produc-

_tivity, a yawning gap is growing between the-
technology of the school and the technology
of the “real” world. Had educational tech-
nology advanced at the same pace as com-
puter technology over the last half century,
the high school diploma that still takes a
dozen years at an average cost of $60,000 to
complete could be “produced” in less than
five minutes for less than a nickel. While
human factors still limit such instant learning,
the fact remains that schools and colleges are
almost totally isolated from the information
revolution that is so explosively transforming
every other venue of human affairs.

The fault for this festering obsolescence

lies not in any shortage of tax and tuition
revenue, but is rooted entirely in the priori-
ties of an academic establishment that has
habitually replaced innovation with supplica-
tion.

If there is good news in this dismal situ-

ation, it is that--quite to the contrary of EPI's
message--the United States does not “lag”
behind other nations in closing education’s
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disastrous technology gap. While specific
data on national investments in educational
R&D are scarce, the available information,
shown in Exhibit 7, suggests that academia
is as resistant to innovation and productivity
in other nations as in the United States. So
America is not yet losing the race to trans-
form educational technology to match an
information-age economy--but only because
the other guys have not yet showed up.

THE SEGMENTATION FALLACY

Another critical flaw in EPI’s analysis is
its insistence on focusing exclusively on U.S.
expenditures on the K-12 segment of educa-
tion, to the exclusion of higher education and
other “lifelong” learning investments. In
fairness, EPI is not alone in this crucial error,

- which commonly subverts American thinking

about education and training policy.

Because even Rasell and Mishel concede
that total U.S. education spending is unex-
celled, the whole presentation of EPI's analy-
sisrests on their assertion that “the U.S. crisis
is not in higher education but in K-12.” But
this claim is simply false.

The strengths and weaknesses of the
American learning enterprise cannot mean-
ingfully be isolated in any one segment of a
diverse and highly integrated system that is
unique in the world. Arbitrary segments such
as pre-school, elementary, secondary, higher,
vocational, adult, formal, and nonformal edu-
cation or training bear only limited resem-
blance to the ecological reality of this com-
plex enterprise. And such categories of the
U.S. learning system are no more than partly
comparable to their counterparts in other
countries. = 7 .

Exhibit 7
INVESTMENT IN EDUCATIONAL R&D
AS SHARE OF TOTAL NATIONAL EDUCATION SPENDING
(1986 - Local Currency)

Country* Educational R&D Total Educational R&D/Education
Spending (x 000) Spending (x 000 000) (percent)
F. R. Germany 174,280 86,326 0.202
Greece 78,340 (’85) 142,315 0.055
Ireland 1,968 1,143 0.172
Italy 9,890,000 35,442,000 0.028
Netherlands 24,870 (’85) 28,298 0.088
Portugal 3,800 181,029 - 0.002
United Kingdom 34,399 19,042 0.181

Yearbook 1988.

*These are the only EEC countries reporting “education” as a subset of R&D expenditures.

Sources: EUROSTAT, Government Financing of Research and Development 1980-1987 (Luxembourg, 1989); OECD,
Education in OECD Countries 1986-87 (Paris, 1989); total educational spending for Italy from UNESCO, Statistical
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masters degrees, and 20% of all doctorate
degrees awarded annually in the United States.
If the cost of the “ed school” diploma mills
were allocated to the nation’s K-12 budget,
EPI’s putative K-12 spending “lag” would be
wiped out.

On the other side of the ledger, the rapid
growth of postsecondary options in American
high schools means that more U.S. secondary
education spending is actually going for higher
education. Ten states now offer public school
students the option of attending college or
university classes. For instance, in Minnesota
and Colorado, 11th and 12th grade students
now are allowed to take courses in colleges,
with public “K-12” monies being used to pay
college tuition. In Maine, high school stu-

dents taking postsecondary courses get cred-
- its that count toward both high school and

college graduation.?

Similarly, thousands of American high
school students now take advanced place-
ment or “AP” examinations, administered by
the College Board, which allow them to earn
college credit for courses taken in high school.
In 1987, eight states offered AP courses and
examinations to 10% or more of their high
school juniors and seniors. Nationwide, the
number of high school students taking AP
courses is growing rapidly: from 2.9% in 1981
to 6.5% in 1987.

The real shortchanging. If any segment of
the U.S. learning enterprise is being “short-
changed” it is neither K-12 nor higher educa-
tion, but adult education and training. The
United States has more adult functional illit-
erates than kids in high school. About as
many American adults need further basic
education as there are children in U.S. public
schools. Yet, for every dollar spent on K-12

education for children in the United States,
less than a penny is spent on basic education
programs for adults.

Studies by Anthony Carnevale of the
American Society for Training and Develop-
ment (ASTD) show that the United States is
underinvesting in the continuous training and
retraining needed to have a competitive
workforce.* Carnevale’s research reveals that
most employer-provided training goes to the
employees who are already most educated,
while public training funds aid no more than
the most disadvantaged 8% of the workforce
--leaving the mass of workers in the middle
with little support for upgrading their human
capital. To help close this gap, a recent
ASTD report recommended that U.S. em-
ployers expand their investment in employee . -
education and training to at least 2% and
preferably 4% of payroll, an increase of be-
tween $13 billion and $56 billion a year.”

These facts only begin to suggest how
distorted may be the conclusions derived from
international comparisons of only limited
segments of national learning enterprises.
The EPI paper notes, for example, that inter-
national tests of educational achievement stop
with 14-year-olds. Rather than recognizing
the bias and limited utility of such tests--the
human mind does not stop growing after
puberty--Rasell and Mishel simply choose to
ignore both the cost and the value of the
generous U.S. investment in postsecondary
education, guaranteeing that their paper will
shortchange America.

The great strength of the American sys-
tem is that it provides second and third and
more chances for success to those who have
failedin or been failed by school. It’s true that
the bottom third of the U.S. school popula-
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situation-specific competencies in the
workplace.”

Uncertain returns. In the United States of
a generation ago, virtually any investment in
more education offered an attractive rate of
return--the cost of education was more than
paid back by the greater incomes commanded
by college graduates and those with advanced
degrees. But the return on investment in
generic education has become increasingly
dubious for all concerned.

In the 1970s, the difference in lifetime
income between U.S. high school graduates
and college graduates became so narrow that
some economists estimated that the return
on investment in formal higher education

might even be negative.” In the late 1980s,

the gap betweern the incomes and employ-
ment rates of college and high school gradu-
ates widened dramatically, making higher
education now appear to be not only an at-
tractive but perhaps essential investment.

These gross measures of the value of
postsecondary education in the American
economy may be misleading, however. The
growing divisionbetween the economicstatus
of college and high school graduates has
occurred not because the demand for more-
educated workers has increased but because
the employment opportunities traditionally
available to individuals with no more than a
high school education--mainly in manufac-
turing or agriculture--are rapidly vanishing.”

Overschooling. The apparent demand for
“more educated” workers actuallyis a kind of
inflation phenomenon. While the basic skill
requirements for entry-level work have been
generally increased by technological and
organizational change, the U.S. economy’s

demand for highly-schooled “professional”
workersis largely oversupplied. Because jobs
requesting® no more than high school cre-
dentials are disappearing much faster than

jobs asking for college degrees, it appears |
that the educational requirements of employ- ‘
ment are increasing. But the numbers of jobs

whose content genuinely requires college or
postgraduate training are neither large enough

nor growing rapidly enough to make up for

the number of low-skilled jobs being structur-

ally displaced.

An exhaustive review of two decades
of educational research yielded the
“startlingly consistent” result
that there is no systematic
relationship between o
variations in school expenditures and
variations in school performance.

Workforce 2000 and other studies find that
the most acute human capital need in the
modern economy is for skilled technicians.
As the latest analysis of international compe-
tition by Michael Porter of the Harvard
Business School concludes: “[America par-
ticularly needs] a new national effort to up-
grade technical and vocational schools.... What
is required for competitive advantage is
specialized skills tailored to particular in-
dustries.”™

On the other hand, America has a surplus
of over-schooled “professionals.” Few would
question that the United States has too many
lawyers. During the 1980s, half the country’s
physicians in private practice didn’t have
enough work to fill their calendars; mean-
while, a glut of empty beds has been driving
many hospitals into bankruptcy. The surplus
of dentists has led some notable universities
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Whatever it has done for test scores, aca-
demic education following the European,
“liberal arts” tradition also has served to
reinforce feudal class structures and ethnic/
national division in Europe and the Orient.
In America, the same academic conceit has
bred what the late Herman Kahn labelled a
“New Class” of credentialed experts infected
with “educated incapacity.” The cultural bias
of “liberal” academia against manual labor,
commerce, and even capitalism has contrib-
uted to Europe’s festering unemployment
and to America’s flagging industrial competi-
tiveness.

And if academia has been a mixed bless-
ing to human development in Europe and
America, in the third world the disdain for
work and productivity bred into the Euro-
- pean-style schools inherited from colonial
masters has been an economic and social
catastrophe. In countries such as Zimbabwe
and Sri Lanka, the overdose of academic
education has bred a socially disruptive class
of overeducated unemployed. Charting the
same phenomenon in Indonesia, Nathan
Keyfitz concluded: “To sell education to the
public as a means to upward mobility ulti-
mately risks disillusionment.”*

The disillusionment in liberal academia
as an engine of development now has come

home to Europe. While some Americans
view Europe’s schools as objects of envy,
European industrialists and government lead-
ers increasingly view their traditional educa-
tion systems as a barrier to the successful
integration of what they call the European
Economic “Space”--comprised of the Conti-
nent’s suddenly expanding universe of demo-
cratic, market economies. Europe’s leaders

Then the island blew up. . . . A numbing cycle of
violent reprisals, carried out mainly by educated,
unemployed and well-armed youths, began to
escalate. . . . “With liberalization, you gave these
Sinhalese and Tamil students the impression
that they could gain not only an education, but
could achieve upward mobility. This tumed out
not to be true,” said . . . a Harvard-trained
attomey and Tamil activist. . . . The economy

- changed during the 1980s but the school system - -
didn’t. Sri Lanka’s highly regarded British-style
schools were designed to churn out qualified
civil servants. . . . Classrooms emphasized
literacy and the liberal arts, not science or
vocational training, meaning that few graduates
were prepared for the kinds of jobs available in
a dynamic econorny. . . . Said [the assistant
director of] Sri Lanka’s leading private think
tank: “The problem is people coming out of the
universities, saying, ‘I'm ready,’ and the country
says, ‘For what?’”
--“Sri Lanka’s ‘Model’ Economy in Ruins,”
The Washington Post, October 10, 1989

Ironically, the crisis of unemployment is an offshoot of one of Zimbabwe’s sterling achievements in its first
decade. . . . Since [the Mugabe government came to power in 1980], the number of primary and secondary
schools has blossomed tenfold. The national literacy rate has climbed from 45 percent to nearly 80 percent. . . .
Between 1957 and 1977 only 39,000 blacks were permitted three or more years of secondary education. Since
independence, more than Imdhmhawcomplacdsecaldaysdwok—bWonIyatmthofﬂmhmpbs.
“Weplacedahxjxpvmmunaneducaﬁonbecwefor%mﬂwblackpopulaaonwa.sdepnved..., said . .
Zimbabwe’s minister of primary and secondary education. “Now we have created a situation thaupotmnally
dangerous—so many bright young people and so few jobs.” . .
U.S. official based here. “Education is fostering so many hopes, and I think a lot of young people are angry.”
--“In Zimbabwe, Education Yields Few Rewards,” The Washington Post, January 28, 1990.

. “In fact, it's something of a time bomb,” said one
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today is not a schooling lag but a perestroika
gap that is widening with breathtaking
speed.

While “restructuring” in America remains
little more than a hollow platitude, in Europe
perestroika has unleashed winds of change
that now blow, both east and west, with gale
force. In the Orient, and Latin America, and
even now in Africa, the passion for democ-
racy is bursting the bondage of Marxist and
authoritarian regimes. China’s doddering
Communist warlords struggle vainly against
time and tide to suppress the flood of liberty
that sprang forth in Tiananmen Square one
year ago. Japan’s worn-out political estab-
lishment remains untoppled, but continues to
teeter as that fast-aging society reassesses all
its basic assumptions and plots its next great
leap. " India’s establishment has fallen, un-
leashing new upheaval in the world’s greatest
democracy.

From Czechoslovakia to Chile, from South
Africa to Nicaragua, from Mongolia to Ethio-
pia, the status quo is on the rout, the unthink-
able has become the commonplace, and the
fabric of whole societies is being rewoven. As
every major social structure in these lands is
reappraised and redesigned or replaced, the
most conservative social glue--education--
inevitably will be reinvented as well.

The irony of America’s predicament is
dire: To keep pace with the breakneck
dynamism of the rest of the world, the United
States urgently needs to reconstruct its entire
national learning enterprise. Yet the relative
moderation of structural upheaval in other
American institutions breeds a complacency
that makes it only more difficult to truly
“restructure” anacademicestablishment that
stands as a daunting barrier to national prog-

ress and global competitiveness. The acute
threat to America now is that it may not
experience the goad of another “Pearl Har-
bor” crisis, but only the steady, incremental
degeneration of social senility. Whatever
may be the solution to this dilemma, further
feeding the academic lobby’s insatiable
fiscal appetite would only be a giant leap
backward.

Within Europe the leadership eventually
passed to Britain, which emerged in the
middle of the 18th century as a new kind of
state, whose wealth and power were based
on manufacturing industry. . . . To many it
nnmhawuawdby[]&?ﬂ]ﬂwt&mms
commanding position was unassailable. . .
Despite [the] brilliant success [shown at
London’s Great Exposition in 1851], the

. . - The consensus of opinion was that the
English educational system was totally
unsuited for the needs of the day. . . . The
old prestigious universities of Oxford and
Cambridge virtually ignored science, as did
the public schools from which most of their
students came. . . . The plain fact was that the
ruling classes saw no need for technically
trained men. . . . The leading countries of
Europe set up technical education systems.
. « - In the United States, where labour
shortage encouraged mechanization and a
flood of European immigrants brought new
ideas about education with them, land grant
colleged were endowed from 1862. .
Brﬂainmactcdmslmvlyaldhadeqlmbr
the lead which had seemed unassailable at
mid-century had been irretrievably lost by its
end. . . . At the tumn of the century, . . . Britain
wa:mdechne, Germany was in the ascen-
strength that was to make her the greatest
power of all after the Second World War.
--Trevor 1. Williams, The History of Inven-
tion (London: Macdonald & Co., 1987)
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rate assessments of individual abilities,
including workforce-relevant knowledge
and skill, not just academic achievement.

An initial step in this direction, suggested
by Al Shanker, president of the American
Federation of Teachers, is to abolish existing
standardized tests. Beyond that, Shanker
rightly urges development of a new, more
sophisticated testing technology that will
provide meaningful accounting, and hence
incentive, for actual student learning, not just
class attendance. A new U.S. Labor Secre-
tary’s Commission on Achieving Necessary
Skills (SCANS) is about to spend the next
year working to develop detailed guidelines
that should provide a useful platform for pur-
suing this goal. Clearly, more precise and ef-

ficient testing processes will be essential to

" creating a more productive national learning
enterprise.

e Assureevery student in America access to
a “distance learning” network by 2001.

We have a set of communication tech-
nologies in place--telephone, CATV, satel-
lites, fax, etc.--that can provide some kind of
learning-at-a-distance to nearly everyone now.
The strategic version of this modest-sounding
goal really is to develop a national, inte-
grated, “telematic” learning environment that
can allow anyone to learn anything, anywhere,
anytime. Fully realizing the potential of dis-
tance learning will require a broadband net-
work, ultimately digital, which will give every-
one in America multi-media access to any
form of instruction or knowledge available to
anyone else. One telephone company scien-
tist has labelled this ultimate technology “tele-
sophy.” Its full achievement will require
completion of the national, digital, fiber-op-
tic communications network that, besides being

the true “school of the future,” will be the
essential “spinal cord” of the information-
age economy.*

Clearly this kind of high-technology,
market-oriented strategy for restructuring the
American learning enterprise will require
major investments. But these will be true
investments--ultimately paying off in more,
better, faster, and cheaper learning--rather
than simply bigger expenditures on more of
the same old unproductive schooling. And
financing these investments does not require
increased total spending on education or
training. Rather, restructuring can and should
be paid for by reallocating some of the vast
resources now spent in the education industry
from inefficient activities to more productive

applications, while taking full advantage of

the investments in new technologies that are
transforming every other sector of the na-
tion’s economy.

Conclusion. While conceding that spend-
ing more money on K-12 schooling is “not the
only answer” to America’s education prob-
lems, EPI’s Rasell and Mishel still conclude
that “to begin a process of education reform
by denying the need to increase spending
...places a severely limiting constraint on any
plans for education.” The real strategic situ-
ation is precisely the opposite:

Past education reform processes in the
United States continually began by assuming
a need to increase spending and have failed
to produce any consistent result other than
greater cost and'lower productivity. A long
history of futile reform movements® proves
that perpetuating this error is what would
impose a lethal constraint on any plan or
hope for education improvement in the United
States.
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18 The sources of these data and further discussion of
the “technology gap” can be found in an earlier Hudson
Institute Briefing Paper (No. 111, 8 November 1989),
“Closing Education’s Technology Gap.” Also see Lewis
J. Perelman, “Schools: America’s $500-billion Flop,”
The Washington Post, 3 December 1989.

19 U.S. Bureau of the Census, Statistical Abstract of
the United States: 1988 (Washington: 1987); p. 142.

20 “C Stands for Company, Turned Into Classroom,”
The Wall Street Journal, 1 March 1990.

21 From Julian L. Simon, The Economic Consequences
of Immigration (New York: Basil Blackwell, 1989).

22 Even when adults needing basic education are
served by public schools, they are often charged tuition
and/or their costs are charged against programs or
categories different from the normal K-12 budget.

23 Note that this is just one of many no-cost or low-

cost ways of increasing the productivity of education

. expenditures. - - .

24 Anthony P. Carnevale and Harold Goldstein,
Employee Training: Its Changing Role and An Analysis
of New Data (Washington: ASTD Press, 1983).

25 Anthony P. Carnevale and Janet W. Johnston,
Training America: Strategies for the Nation (Alexandria,
VA: American Society for Training and Development,
1989).
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for College-Trained Manpower: A Study in the Econom-
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29 Cf. Johnston and Packer (1987).

30 Unfortunately, reports and studies of job “require-
ments” often do not distinguish between the educa-
tional qualifications employers ask for in their job
requisitions or ads and the specific knowledge and skills
needed to perform the work. In practice, employers
commonly ask for more academic credentials than are
needed, in an attempt to reduce the number of under-
qualified applicants. But the workforce shortages of the
1990s and beyond--combined with the hollowing out of
diplomas--are making this practice ever less feasible. A
graphic example of the problem: The U.S. Navy’s
training director was quoted in a recent news report as
saying, “I have college graduates in [nuclear submarine]
school who can’t read.”

31 Michael Porter, “Why Nations Triumph,” Fortune,
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33 Richard R. Verdugo and Naomi Turner Vcrdugb,
“The Impact of Surplus Schooling on Earnings,” The
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Work: The Dilemma of Education and Employment,”
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1989.

35 The French term “telematique” usefully repre-
sents the fusion of the technologies of telecommunica-
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36 James Fallows, More Like Us: An American Plan
for American Recovery (New York: Houghton-Mifflin,
1989).

37 Adetailed plan for how to implement this proposal
is contained in Hudson Institute’s Briefing Paper No.
111, “Closing Education’s Technology Gap.”

38 See G.A. Keyworth II and Bruce Abell, Competi-
tiveness & Telecommunications (Indianapolis: Hudson
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Schools and the Public Mood,” American Heritage,
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War education reform, see Diane Ravitch, The Troub-
led Crusade: American Education 1945-1980 (New York:
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A MESSAGE FROM THE PRESIDENT OF THE NATIONAL EDUCATION ASSOCIATION

Tinkering with America

s the federal budget de-
bate gets under way,
there’s one irony I can’t
ignore. It would be
amusing—if it didn’t
much matter. But it matters a lot.
At stake is our future, as a nation
and as a people. :

Here we stand at the dawn of
the 1990s—in a world of pro-
found, unprecedented, and largely
peaceful change. South Africa is
being forced to move toward dis-
mantling its hated apartheid sys-
tem, without war. In the Soviet
Union and Eastern Europe, com-
munism is being transformed and
replaced, without war. And Soviet
military power—the justification
for the unprecedented military
buildup of the 1980s—is dis-
integrating before our eyes.

Yet the Administration pro-
poses increasing the Pentagon
budget by $5 billion. Since this 2
percent increase is half what
would be necessary to keep pace
with inflation, we’re told it's a
major decrease in military
spending.

The White House also pro-

poses increasing federal education
spending by 2 percent. This $500
million increase wouldn’t begin to
make up for the 33 percent cut in
federal support for elementary and
secondary schools in the 1980s.
Still, we’re told it represents an
important increase in federal
education spending.

Here we are, seven years after
the Nation At Risk report warned
that educational mediocrity
threatens America’s future. We’ve
made only marginal progress. Our
schools remain in need of basic,
systemic change.

The White House budget,
through its 2 percent tinkering,
trivializes both the geopolitical
changes transforming our globe—
and the economic and social chal-
lenges confronting our nation.

It’s time to reexamine our defi-

\
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KEITH GEIGER
President, NEA

nition of national security. As we
enter this new decade, it is clear
that America’s future depends
more on our economic and social
vitality than on amassing ever
larger stockpiles of nuclear arms.
We must commit significant re-
sources to our nation’s crumbling
infrastructure, decaying cities, en-
dangered environment, burgeon-
ing deficit—and, above all, to
educating tomorrow’s adults.
Universally excellent schools are
the foundation of America’s
future.

President Bush is fond of say-

ing that improving education is
not a matter of money. He and
others in the Administration fre-
quently point out ‘that America

" spends more on its schools than
* any other industrialized nation.

Well, we do—and we don’t.
When all levels of schooling—pre-
school through postgraduate—are
included, the United States ranks
near the top. But when you ex- .
clude higher education, we’re
close to the bottom.

These are the findings of
Shortchanging Education, a new
study by the Economic Policy In-
stitute. The EPI economists an-
alyzed education spending in 16
industrial nations. They found
that when all spending—public
and private, preschool - through
university—is included, the
United States is in a three-way tie
for second place. Sweden spends
relatively more; Canada and the
Netherlands spend equivalent
amounts.

But when postsecondary
schooling is excluded, America
ranks 12th or 14th—depending on
the precise measure . of spending
used. Both Japan and West Ger-
many (and at least nine other na-
tions) spend relatively more on
kindergarten through secondary
school than does America. And
when the analysis is limited to
public spending, preschool
through university, we’re in 14th
place. ,

The: EPI economists conclude:
“Spending more money is not, of
course, the only answer to the
difficult problem of revitalizing
primary and secondary education
in the U.S. But ... as in every
other service, we may ‘get what
we pay for.””

The Administration doesn’t
dispute the EPI findings. It simply
attempts to ridicule the report.
That’s not the kind of objectivity
America needs as we move for-
ward with serious school reform.

NEQA National Education Association ® 1201 Sixteenth Street, N.W. ® Washington, DC 20036

(202) 822-7200
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UNITED STATES DEPARTMENT OF EDUCATION
THE SECRETARY

FEB I 1920

Honorable Thomas S. Foley
Speaker of the House of Representatives
Washington, DC 20515

Dear Mr. Speaker:

In your remarks following the President’s State of the Union Message lzst night,
you referred to an overall 2.l percent increase in his proposed budget for the
Department of Education. I feel it is important to set the record straight with

several key points:

o The President’s budget for the Department of Education actually reflects an
overall increase of 6.2 percent for discretionary programs--those that will
assist in meeting the national education goals announced last night by the
President. The 2.l percent figure is misleading because it is a net figure
and is lover than it would othervise be since it includes a substantial
reduction in the costs of Guaranteed Student Loans due to a projected
decline in interest rates. This is not a program reduction. -

o Furthermore, the Head Start budget, which directly addresses the first goal
of preparing every child for entry into school, is increased by 36 percent.
Combined with our 6.2 percent increase, the $500 million in Head Start
yields an 8.3 percent increase in combined education discretionary
activities of ED and HHS--twice the rate of inflation.

o These goals are goals for the Nation--not just the Federal Government.
Their achievement will depend on efforts by States and localities--who

support 94 percent of our total education effort, wvhile the Federal share
is only 6 percent.

o This year, as a Nation, we will spend $353 billion a year on education--a
113 percent increase in current dollars since 1980, and a 37 percent
increase even after adjusting for inflation. These spending increases have
not produced corresponding increases in educational achievement.

I repeat vhat I have said many times--ve need to restructure our educational
system. We need greater accountability, school-based management, and other
reforms in place before we can expect results from dramatic new levels of
education spending. Action on the pending education legislation submitted by

the President in the last session will certainly move us closer to the reform
goals that we all share.

I look forward to working with you and the other members of Congress as we
strive together to make America’s education system the finest in the world.

Sincerely,

ﬁ%awﬁ@”/‘j"l—”“‘
uro F. Cavazos

400 MARYLAND AVE., S\W. WASHINGTON. D.C. 20202
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SHORTCHANGING EDUCATION

HOW U.S. SPENDING ON GRADES K-12
LAGS BEHIND OTHER INDUSTRIAL NATIONS

By M. Edith Rasell and Lawrence Mishel
Introduction and Summary

Over the past decade, Americans have become increasingly concerned
about the educational and academic achievements of U.S. students,
particularly at the primary and secondary levels. Numerous high-level
commissions, composed of leaders from government, education, and
business, have examined the schools, and most recently, state governors
and Administration officials, including President Bush, met at the
"Education Summit" to discuss needed reforms. Improving the education of .
U.S. students has risen to the top of the public agenda. :

President Bush, who has declared his desire to be known as the
"education president,” has, however, attempted to limit the discussion of
educational reform initiatives to those which do not involve spending
additional public funds. At the "Education Summit” in September,
President Bush declared that the U.S. "lavishes unsurpassed resources on
[our children’s] schooling." Therefore, "our focus must no longer be on
resources. It must be on results."' At this same conference, Secretary of
Education Lauro Cavazos stated that the problem with U.S. education "is
not ... an issue of dollars... [Flunding is truly not an issue.”

The President and Administration officials have justified this anti-
spending stance by asserting that the U.S. education system is already well-
funded in comparison with other industrialized nations. Two measures of
spending have been used by Administration officials and others to compare
U.S. expenditures with those of other courntries. One measure is spending
per pupil. According to Secretary of Education Cavazos, "we are already
spending more money per student than our major foreign competitors,
Japan and Germany.” President Bush's Chairman of the Council of
Economic Advisers, Michael J. Boskin, agrees: "[w]e spend more, per pupil,
than most of the other major industrialized economies.™ In The New York
Times, Chester E. Finn, Jr., former Assistant Secretary ~nf Education in the
Reagan Administration and now director of the Educaticnal Excellence
Network of Vanderbilt University, wrote: "[wle already spend far more per
pupil than any other nation."® \




The second measure of spending which is used to make international
comparisons is the share of national income devoted to education. In an

- appearance on the NBC "Today Show" just before the September 1989

"Education Summit,” President Bush's Chief of Staff John Sununu declared:
"[w]e spend twice as much [on education] as the Japanese and almost 40
percent more than all of the other major industrialized countries of the
world.”™ The Council of Economic Advisors chairman Michael Boskin
stated, "we spend a very large amount of our national income on
education."’ '

The Administration’s proposition that U.S. education is well-funded
and therefore poor student performance cannot be a matter of insufficient
monies is a key element in the national debate over education. It has
provided policymakers at federal, state, and local levels a convenient
rationale for not devoting more resources to education in a time of
budgetary stress.

This paper is an examination of the statistical under-pinnings of the
Administration’s claims. It concludes that the assertions about funding are
misleading and therefore are invalid guides to education policy. Specifically,
our examination of education expenditures in 16 industrialized countries,
adjusted for differences in national income, shows:

*** U.S. public and private spending on pre-primary, primary and
secondary education, the levels of schooling which have been the focus of
most concern, is lower than in most other countries. The U.S. ties for
twelfth place among 16 industrialized nations, spending less than all but
three countries.

***  When expenditures for K-12 are further adjusted to reflect differences
in enrollment rates, the U.S. falls to fourteenth place, spending less than all |
the other countries but two.

***  When U.S. public spending alone is compared to public spending
abroad, we rank fourteenth in spending for all levels of schooling,
fourteenth in spending on K-12, and thirteenth in K-12 spending adjusted
for enrollments.

*** If the U.S. were to increase spending for primary and secondary
school up to the average level found in the other 15 countries, we would
need to raise spending by over $20 billion annually.

¢¢¢  Because the U.S. spends comparatively more than other countries on
higher education, when expenditures on all levels of education -- pre-
primary, primary, secondary and post-secondary -- are calculated, we are
in a three-way tie for second place among the countries studied.

This paper is focused on education spending. It is not a prescription
for improving the U.S. education system. We recognize that money does
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not guarantee excellence and we suspect that other changes -- in
curriculum, in the status of teachers, and in expectations about students,
to name just a few, will also be fundamental to any improvement in
education quality and student achievement. But to begin a process of
education reform by denying the need to increase spending, especially when
U.S. schools are under-funded compared to those in other industrialized
countries, places a severely limiting constraint on any plans for educational
improvement.

Comparing Educational Effort

This paper compares education spending in 16 industrialized
countries: most of western Europe, Canada, Japan and the U.S.® Our
data source is the United Nations Educational, Scientific and Cultural
Organization (UNESCO)®, virtually the only commonly accepted source for
such comparisons and the same source used by Administration officials.
U.S. 1985 expenditure data come from the Digest of Education Statistics'®
(see Appendix A for details).

International Comparisons: Education Share of National Income

We will begin our study by comparing education expenditures
expressed as a percentage of national income (Gross Domestic Product).
This is a common method used for international comparisons which allows
us to avoid the distortions caused by fluctuating exchange rates. Also,
education expenditures expressed as a percentage of national income
provide a measure of the national effort which each country directs toward

education. '

Table 1 shows education expenditures as a percentage of national
income for 16 countries in 1985, the last year for which such data are
available (tables appear beginning on page 11). A first but, as we will show
later, misleading glance shows that U.S. spending on all levels of schooling,
including pre-school, primary, secondary and higher education, in 1985
amounted to 6.8 percent of national income. This places the U.S. in a
three-way tie for second place with one of the highest expenditure levels
among the 16 countries studied. By this measure it appears that only
Sweden spends a larger share of national income on education than does
the U.S., and Canada and the Netherlands spénd equivalent amounts. This
figure showing the U.S. to spend a relatively large percentage of national
income on education is the basis for the claims made by the President and
others that the U.S. spends "lavishly” on education and that we spend more
than most other countries.

This comparatively high expenditure on education is due, in large

part, to the substantial sums the U.S. spends on higher education. A
relatively larger number of U.S. students are enroll.d in post-secondary
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education than in most other countries. In 1985, 5.1 percent of the entire
U.S. population was enrolled in some form of higher education, a figure two
to three times larger than the percentage enrollments of any other country,
except Canada (see Table 2). Larger enrollments, in what is also a more
expensive form of education, raise U.S. total education expenditures above
levels in many other countries.

But the current crisis of American schools is not in higher education;
it is in the primary and secondary school systems. A comparison of
funding for all levels of education combined thus obscures the main focus
of concern about American education. If spending on K-12 only is
compared, as shown in column 2 of Table 1, in 1985 the U.S. tied for
twelfth place, spending less than 11 of the other countries. Only three of
:h&e countrllles studied spent less than the U.S. on primary and secondary

ucation.

But this picture of relative spending is still incomplete. Calculations
of funding adequacy must also be related to the size of the school age
population in each country. Among the countries studied, the U.S. enrolls
a relatively large percentage of the population in pre-primary, primary and
secondary school (see Table 2). For example, over 19 percent of the U.S.
population is enrolled in K-12, but less than 15 percent of the West
German population and only 14 percent of the population in Switzerland.
In Table 1, column 3, the K-12 expenditure figures of column 2 are
adjusted to take into account the relative size of each country’s K-12
enrollment (see Appendix A for methodology). By this more accurate
calculation, among the 16 countries studied, the U.S. spends less on pre-
primary, primary and secondary education than all but two other countries.
Only Australia and Ireland spend less than the U.S. for the critically
important grades K-12 (see Figure 1).

We can also compare U.S. education spending as a share of national
income with the average share of the other 15 countries as shown in the
bottom row of Table 1. The U.S. spent 4.1 percent of its national income
on K-12 education in 1985, while the average abroad was 4.6 percent. If
the U.S. were to have reached this average in 1985, we would have needed
to raise spending for pre-primary, primary, and secondary school by over 12
pex;:erxté (l))ll'm by $20.6 billion annually. In 1988 dollars, the equivalent sum
is $23. on.

All the international comparisons made thus far still give an
incomplete picture of comparative education spending. Large U.S.,
Japanese and German trade imbalances skew the data and make the U.S.
education expenditure appear larger than is actually the case. A more
accurate picture of education spending, taking into account trade
imbalances, would lower U.S. spending and raise Japanese and German
spending beyond the levels shown in Table 1. Further details and data

appear in Appendix B. ;



Figure 1
Comparison of Country Education Expenditures, 1985
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Source: Table 1.

Operating and Capital Expenditures

The rankings described above are derived from comparisons of
education spending which include both operating expenses and capital
expenditures. In order to judge whether the low U.S. rankings might be a
result of some unique allocation of spending between capital and operating
accounts, Table 3 ranks the 16 nations according to operating expenditures
only. The comparison shows the U.S. position, relative to the other
countries, to be nearly unchanged.

Public Spending on Education Compared

We have seen that the U.S. spends a smaller share of its national
resources on K-12 than do most other industrialized countries. But there
is another dimension in which the characterizatior, of the U.S. as a big

spender on education is wrong -- public expenditures.




For most of the 16 countries studied, UNESCO assembles data on
public expenditures for education because public revenues provide virtually
all of the money spent on education. Even in countries where a sizable
segment of the school population is enrolled in private school, most private
schools’ expenses are paid with public money. Thus, public expenditures
approximate total education spending. The two exceptions are Japan and
the U.S. where 20-25 percent of all education funding comes from private
sources. For these two countries, UNESCO provides data on public and
private education expenditures.

Education policy is primarily, although not exclusively, concerned
with public schools. Moreover, public education spending reflects the
conscious national commitment to educating the next generation. It is
therefore useful to compare levels of public spending in the U.S. and Japan,
with public spending in the other 14 countries.

As Table 4 shows, when public spending abroad for all levels of
education is compared with public spending in the U.S., the U.S. no longer
ties for second place, but falls to fourteenth. Japanese public spending on
all levels of education was 5.1 percent of national income, compared with
5.0 percent for the U.S. In a comparison of public funding for K-12 only,
the U.S. falls from the already low ranking of 12 (when both public and
private money is included), to number 14. If we educated public and
private K-12 students at the actual per pupil expenditure rate found in
g;xbllc schools.ut.his would increase spending and raise the U.S. ranking

m 14 to 13.

International Comparisons: Expenditures per Pupil

Thus far we have focused on education’s share of national income in
different countries. Education investment can also be analyzed by
comparing expenditures per pupil. As we have seen, this is the measure
Messrs. Cavazos, Boskin, and Finn have sometimes used to claim that the
U.S. spends more on education than its economic competitors.

However, there are two potential sources of error in the use of per
pupil expenditures to compare nations’ spending on education. The first is
the instability of exchange rates. Before cross-national comparisons can be
made, expenditures measured in each country’s national currency must be
expressed in some common unit of measurement, e.g. dollars, yen, marks,
etc. But whatever measure one chooses, it requires converting data
collected in all other currencies to one currency.’® However, exchange rates
fluctuate, sometimes markedly, and this has been particularly true in the
1980s. For instance, in 1985, if $100,000 would have purchased a German
school bus, by 1988, due to a decline in the value of the dollar, the same
bus would have cost $166,000. If exchange rates were used to convert
German expenditures into dollars, the purchase of the b1s by a German
school district in 1985 would have been shown as an expenditure of
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$100,000, while the same purchase in 1988 would appear as an
expenditure of $166,000. The size of the German expenditure measured in
German marks would be unchanged, but fluctuations in the exchange rate -
used to convert marks to dollars would markedly change the dollar value of
the expenditure. In 1985, the year which we have been examining, the
dollar was particularly overvalued (see Figure 2). The effect is to make the
U.S. expenditures on education appear relatively greater than those in other
countries.

Figure 2
Value of the Dollar, 1980-88
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Source: Federal Reserve Board.

The problem of using exchange rates to make spending comparisons
is fllustrated in Table 5. Using 1985 exchange rates, as shown in column
1, the U.S. ranked fourth among the 16 countries studied. But if some
other value of the dollar is used to make the conversion, e.g., the 1988
exchange rate, then the U.S. ranking changes to ninth (column 2).

The second problem in using per pupil expenditures is that they do
not necessarily reflect the national effort devoted to education. The real
issue underlying cross-national comparisons is not the 1.ambers of dollars
or pounds which each country spends, but the relative national effort
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devoted to education. For example, a poorer country could spend a
relatively large share of national income on education, i.e., could make a
large national effort to educate its youth, but have a much lower spending
per pupil than a richer country devoting a smaller share of its income to
education. Before meaningful international comparisons can be made,
education expenditure levels must be related to some measure of total
national income.

Moreover, countries with high per capita incomes will also have
higher wages reflecting a higher standard of living. For example, high
living standards in the U.S. mean that, in general, workers are better paid
than in other countries. Therefore, we would expect education '
expenditures per pupil to be higher in the U.S. than in other countries.

Per pupil expenditures can be used to make international
comparisons if two conditions are met: exchange rates are avoided, and if
some measure of national income is included in the calculation. Such a
measure is shown in Table 6. Expenditures per student are expressed as a
percentage of per capita income measured in each nation’s own currency.
We find that of the 16 countries studied, U.S. spending on pre-primary,
primary, a}{xd secondary education is lower than in all but two other
countries.

The Historical Record

The study thus far has examined expenditures at a single point in
time, 1985, and has found that the U.S. spent relatively little on pre-
primary, primary, and secondary education compared with other
industrialized countries. Another important issue is how U.S. funding for
education has changed over time and how U.S. spending has changed
relative to that of other countries. Tables 7 and 8 show U.S. funding of K-
12 education in the postwar period. Expenditures are expressed as a
percentage of national income.

As shown in Table 7, expenditures for pre- rimary, primary and
secondary education peaked in 1974, and have tg.llen steadily since (see

column 1). Thus, spending for education has not kept pace with overall
economic growth. Over this same period, however, enrollments also have
fallen (see column 3). Primary and secondary school enrollment, as a
g:rscentage of the total populaﬂonﬂ.m was at~it:d highest level in 1969, and
been falling since that time. Adjus diture
for the changing%llments, using the same mettll:g‘éi ea?:nn the S
international comparisons, shows that the decline in spending for
education has been more than offset by shrinking enrollments (see Table 7,
column 2). In the 1980s, the declining fraction of the population enrolled
in school has meant adjusted expenditures have risen, despite the
slowdown in actual funding for education. .



Table 8 shows how the funding sources for public education have
changed over time. Adjusted federal revenues, after rising until 1980, by
1985 had fallen by .08 percent of national income. In the same five year
period, state and local revenues rose by .14 percent and .08 percent,
respectively. (Since these are percentages of our two to three billion dollar
national income, these small changes of less than one percent actually
indicate billion dollar variations in education expenditures. In 1988, 0.1
percent of national income equaled $4.46 billion.) Thus, the federal
government's education funding responsibilities were shifted onto states
and localities. The observed rise in adjusted total revenue is solely due to
increased funding by states and localities. Among other consequences, this
has increased the potential for greater disparities in funding between
school districts across the nation.

Despite the increase in overall U.S. education funding of K-12
between 1980 and 1985, our position relative to other countries declined.
Table 9 shows K-12 expenditures in 1980 and 1985 for the 16 countries
we have been comparing, with both years' expenditures adjusted for the
1985 U.S. enrollment rate. In 1980 the U.S. ranked twelfth in adjusted
spending on K-12, spending less than eleven other countries. But by
1985, the U.S. had fallen in rank to number fourteen.

U.S. education expenditures since 1985 are shown in Table 10.'®
Spending for pre-primary, primary, and secondary education, expressed as
a percentage of national income and adjusted for 1985 enrollments, rose
from 3.88 percent in 1980, to 4.08 percent in 1985, reached 4.21 percent
in 1987, and has been relatively constant between 1987 and 1989.
Because comparable international data are not available, we cannot
determine how this post-1985 U.S. trend affects its relative ranking with
the other countries.

Conclusion

We have seen that when public plus private spending on all levels of
education is compared with spending in other industrialized countries, the
U.S. is in a three-way tie for second place among the countries studied,
However, when spending for primary and secondary education alone is
compared with expenditures abroad, the U.S. ranking falls to a tie for
twelfth place. And when adjustments are made for enrollment size, the
U.S. falls further to fourteenth place, spending less than all the other
countries except two.

When levels of public spending on education only are compared,
showing the social commitment to public education, again the U.S.
compares unfavorably with the other countries. Comparisons of public
spending for all levels of education, and for K-12 alone, both place the
U.S. in fourteenth place. In enrollment adjusted F. 12 | ublic expenditures,
the U.S. does slightly better, ranking number thirteenth. But by all
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comparisons, the U.S. devotes fewer resources to primary and secondary
education than do most industrialized nations.

The claim that the U.S. spends more than other nations on education
is misleading. By all comparisons, the U.S. devotes a smaller share of its

resources to pre-primary, primary and secondary education than do most
industrialized countries. .

The comparatively weak U.S. investment in K-12 is not a result of a
more efficient admimsu'atét;e st:ructured or favor:h;lll; demogttl':q;)ll.lnic:t.1 In fact,
the U.S. might be expected to spend proportio more other
countries because of the particular characteristics of the U.S. school
system and American society. Our decentralized school system gives more
local autonomy and local choice, but is also more expensive than a single,
centrally administered system. Our population is more heterogeneous than
in most other countries. Some immigrants do not speak English. :
Students come from a variety of cultural backgrounds. The very high
number of children living in poverty makes additional demands on the
school system.

Available data do not permit cross-country comparisons to be made
in much more detail, but other evidence suggests that the spending gap is
particularly wide between the youngest American and foreign children. For
example, it is generally accepted that the U.S. Head Start Program of early
childhood education for disadvantaged children age three to five is
valuable and cost effective, yet limited federal funding permits only 20
percent of eligible children to take part. Many of our competitors seem to
have a stronger commitment to early childhood education, and some of
them have nearly universal pre-kindergarten enrollments. In France, 100
percent of four- and five-year-olds attend school/educational day care, 90
percent of three-year-olds attend, and 36 percent of two-year-olds. In
Belgium, 96 percent of three- to six-year-olds are in school, and in the
Netherlands, 98 percent of four- and five-year-olds.'®

Spending more money is not, of course, the only answer to the

difficult problem of revitalizing primary and secondary education in the
-S. But the data presented here indicate that in education, as in every

other service, we may "get what we pay for." Given the level of investment

in our pre-primary, primary, and secondary schools, it is not surprising
:vhaeilt we are slipping behind in comparative measures of performance as

January 1990
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Country

COMPARISON OF INDUSTRIALIZED COUNTRY EXPENDITURES
FOR EDUCATION,

(1)
K-12 and Higher
—Education

United States 6.8%

Australia
Austria
Belgium
Canada
Denmark

France®

5.5
5.8
6.1
6.8
6.0

5.9

Germany, West 4.6

Ireland® 6.0
Italy® 4.8
Japan 6.5
Netherlands® 6.8
Norway 6.3
Sweden 7.6
Switzerland 5.1

United Kingdom® 5.2

Non-U.S. Average 5.8

-: Adjusted for the 1985 U.S. K-12 enrollment rate

1984 data
€ 1983 data

Sources:

UNESCO; gtatistical Yearbook, 1988.

1985
~EXPENDITORES /GDP ____ RANK
(2)
—K=l2 Only

2 4.1% 12
12 3.7 15
11 4.7 7

7 4.9 5

2 4.7 7

8 4.5 10
10 5.1 3
16 3.5 16

8 5.0 4
15 4.1 12

5 4.8 6

2 4.7 7

6 5.4 2

1 6.3 1
14 4.2 11
13 3.9 14

4.5

National Center for Education Statistics, U.s.

of Education;

p 1 §

’

(3)
Adjusted® K-12
4.1% 14
3.9 15
5.9 2
4.9 S5
4.7 8
4.8 6
4.6 9
4.6 9
3.8 16
4.2 13
4.8 6
4.5 11
5.3 4
7.0 - 1
5.8 3
4.5 11
4.6
Department
1988.



TABLE 2: COMPARISONS OF PERCENTAGE ENROLLMENTS, 1985

Sountry

United States

Australia
Austria
Belgium
Canada
Denmark
France®
Germany, West
Ireland®
Italy®
Japan
Netherlands®
Norway
Sweden

Switzerland

United Kingdom®

* 1984 data
b 1983 data

Sources: UNESCO:;

Higher

Education —K=12
5.1% 19.7%
2.3 18.8
2.4 15.8
2.6 19.8
4.9 19.6
2.3 18.5
2.3 21.8
2.5 14.9
1.9 25.6
2.0 - 19.5
1.9 20.1
2:7 20.4
2.1 19.8
2.6 18.0
1.7 14.0
1.8 17.1

1988.

Statistical Yearbook,
National Center for Educations Statistics, U.S. Department of

Education;

» 1988.
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TABLE 3: COMPARISON OF INDUSTRIALIZED COUNTRY OPERATING EXPENDITURES
FOR EDUCATION, 1985

~EXPENDITURES /GDP _____ RANK
(1) (2) (3)
K-12 and Higher

Country —Education —K=12 only Adjusted® K-12
United States  6.2% 3 . 3.8% 10 3.8% 13
Australia 5.0 11 3.4 15 3.5 15
Austria 5.3 10 4.2 8 5.3 2
Belgium 5.8 5 4.7 3 4.7 4
Canada 6.4 2 4.4 6 4.4 7
Denmark 5.8 5 4.3 7 4.6 6
France® 5.6 7 4.8 2 4.3 8
Germany, West 4.1 16 3.2 16 4.2 10
Ireland® 5.5 9 4.5 5 - 3.5 15
Italy® 4.4 15 3.8 10 3.9 12
Japan 4.8 13 3.6 14 3.6 14
Netherlands® 6.0 4 4.1 9 4.0 i1
Norway 5.6 7 4.7 3 4.7 4
Sweden 6.7 1 5.6 1 6.2 1
Switzerland 4.7 14 3.8 10 5.3 2
United Kingdom® 5.0 11 3.7 13 4.3 8
Non-US Average 5.1 3.9 4.1

® Adjusted for the 1985 U.S. K-12 enrollment rate
® 1984 data
€ 1983 data

Sources: UNESCO; Statistical Yearbook, 1988.
National Center for Education S?atistics, U.S. Department

of Education; Digest of Education Statistics, 1988.
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TABLE 4: JAPAN AND THE UNITED STATES: PUBLIC AND PRIVATE EDUCATION
EXPENDITURES, 1985

EXPENDITURES/GDP
—(rank)
K-12 and Higher ~ Adjusted’
, K-12 only K-12
United states :
Public and Private 6.8% 4.1% 4.1%
(2) (12) (14)
Public only 5.0 3.8 4.3°
(14) (14) (13)
Japan
Public and Private 6.5% 4.8% 4.8%
(5) (6) (6)
Public only 5.1 NA. NA.
(13)

* Adjusted for the 1985 U.S. K-12 enrollment rate (public plus
" private)
The 1985 U.S. K-12 public enrollment rate is adjusted for the 1985 U.S.
K-12 public plus private enrollment rate
NA = not available

Source: UNESCO; Statistical Yearbook, 1988.

National Center for Education Statistics, U.s. Department

of Education; Digest of Educatjon Statistics, 198s.
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TABLE S: COMPARISON OF K-12 1985 EXPENDITURES PER PUPIL
IN INDUSTRIALIZED COUNTRIES

—Converted to Dollars Using:
1985 EXCHANGE RATES 1988 EXCHANGE RATES
Expenditures Expenditures

Country Per Pupil _ Rank :

United States $3,456 4 53,456 9
Australia 2,040 11 2,291 14
Austria 2,564 8 4,297 6
Belgium 2,015 12 3,254 10
Canada 3,323 5 3,683 8
Denmark 2,802 6 4,410 5
France® 2,051 10 3,094 12
Germany, West 2,395 ] 4,016 7
Ireland® 956 16 1,380 16
Italy® 1,233 15 1,809 15
Japan 2,647 7 ’ 4,927 4
Netherlands® 1,919 13 3,224 11
Norway 3,792 3 5,002 3
Sweden 4,224 1 5,932 2
Switzerland 4,205 2 7,061 1
United Kingdonm® 1,668 14 2,314 13
0 1984 data '

1983 data

Sources: UNESCO; Statistical Yearbook, 19s8s.
National Center for Education Statistics, U.s.
Department of Education:;

Statistics, 198s.
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TABLE 6: COMPARISON OF INDUSTRIALIZED COUNTRY X-12 EXPENDITURES
PER PUPIL AS A PERCENT OF PER CAPITA INCOME, 1985

Country Percent =~ Rank
United States 20.8% 14
Australia 19.5 15
Austria 29.7 2
Belgium 25.0 5
Canada 24.0 8
Denmark 24.5 6
France" 23.2 10
Germany, West 23.5 9
Irelang® 19.4 16
Italy® 21.1 13
Japan 24.1 7
Netherlands® 23.0 11
Norway 27.1 4
Sweden 35.3 1
Switzerland 29.6 3
United Kingdom® 22.8 12
Non-U.S. Average 23.5
; 1984 data

1983 data
Sources: UNESCO; . 1988.

Statistical Yearbook
National Center for Education Statistics, U.s.
Department of Education;

Statistics, 198s.
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TABLE 7: UNITED STATES K-12 EXPENDITURES, 1949-1985

—EXPENDITURES/GDP _
(1) (2) ~(3)
Enrollment
Adjusted’ as § of
Year Total ~  Zotal °  Population
1949 2.41% 2.38% 19.08%
1959 3.39 2.78 22.98
1965 4.01 3.03 24.95
1969 4.51 3.37 25.22
1972 4.57 3.56 24.18
1974 4.74 3.81 23.41
1976 4.50 '3.73 22.70
1978 4.19 3.69 21.40
1980 . 4.18 3.88  20.34
1982 4.13 4.00  19.46
1984 4.01 3.98 18.98
1985 4.08 4.08 18.83

* Adjusted to the 1985 K-12 enrollment rate.

Note: These 1980 and 1985 adjusted expenditures
differ from those shown in Tables 1 and 9.
See endnote 15 for an explanation.

Source: National Center for Education Statistics,

U.S. Department of Education: Digest of
Educatjon Statistics, 198s.
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TABLE 8: SOURCE OF PUBLIC REVENUES FOR UNITED STATES
PUBLIC K-12, 1949-1985

—_ADJUSTED® REVENUES/GDP

(1) (2) (3)
Year Federal State  ILocal
1949 .06% . «82% 1.18%
1959 .11 .98 1.41
1965 22 1.08 1.46
1969 «25 1.23 1.61
1972 «29 1.31 1.69
1974 .31 1.47 1.69
1976 .31 1.51 1.66
1978 «33 1.56 1.53
1980 «33 1.72 1.57
1582 «26 1.75 1.64
1984 .24 1.80 1.63
1985 «25 1.86 1.65
Change
1980-1985 -.08 +.14 +.08

* Adjusted to the 1985 K-12 enrollment rate.

Source: National Center for Education Statistics, U S.
Department of Education;

Statistics, 198s8.
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TABLE 9: COMPARISON OF INDUSTRIALIZED COUNTRY 1980 AND 1985
BXPENDITURES FOR EDUCATION

Total K-12 Expenditures/GDP __ Rank

Country 1980° _1985°
United States 4.1% 12 4.1% 14
Australia 4.0 13 3.9 15
Austria 5.3 4 5.9 2
Belgium 4.6 ] 4.9 5
Canada 4.9 7 4.7 8
Denmark 5.5 3 4.8 6
France® 3.8 15 4.6 9
Germany, West 4.4 10 - 4.6 9
Ireland® 4.0 14 3.8 16
Italy® 3.8 16 4.2 13
Japan 5.3 4 4.8 6
Netherlands® 4.8 8 4.5 11
Norway 5.7 2 5.3 , 4
Sweden 8.5 1 7.0 1
Switzerland 5.1 6 5.8 3
United Kingdom® 4.4 10 4.5 11
Non-U.S. Average 4.6 4.6

; Adjusted for 1985 U.S. K-12 enrollment
Data listed for 1985 is actually 1984 .

€ Data listed for 1985 is actually 1983; data listed for 1980 is actually
1979.

Sources: UNESCO; Statistical Yearbook, 1988.

NCES, U.S. Department of Education; Digest of Education
Statistics, 198s8.
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TABLE 10: UNITED STATES X-12 EXPENDITURES, 1980-1989

Year Expenditures/GDpP®
1980 3.88%
1982 4.00
1985 4.08
1986  4.19
1987* 4.21
1988°* 4.20
1989 4.22
' Estimate

B Adjusted for the 1985 K-12 enrollment rate

Source: National Center for Education Statistics, U.S. Department
of Education:; iges i , 1988, and
(forthcoming).
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APPENDIX A: METHODOLOGY FOR COMPARING EXPENDITURES

The purpose of this paper is to compare education expenditures, in
particular for pre-primary, primary and secondary education, among
- industrialized countries. The only source of education expenditure data for
multiple countries is the UNESCO Statistical Yearbook. Data from 1985
and 1980 were examined. 1985 is the most recent year for which data are
available for most countries, and 1980 was chosen arbitrarily as a starting
point from which to estimate trends.

The 1988 Yearbook provides the enrollment and expenditure data for

all countries in this report, with the exception of the U.S. 1985
ture. Since UNESCO lists no U.S. education expenditure figures for

years since 1983, these figures were obtained from the U.S. Department of
Education’s 1988 Digest of Education Statistics. A question immediately
arises concerning the comparability of the U.S. and UNESCO data.
Examination of total education expenditure figures for 1982 and 1983, the
most recent years for which both UNESCO and Digest data are available,
shows that the numbers correspond quite closely. In 1982, UNESCO's
figure was 1.5 percent greater than the Digests, and in 1983, the Digest's
was .93 percent larger than UNESCO's.

Public and Private Expenditures

For all countries except the U.S. and Japan, UNESCO provides data
on public spending for education which includes nearly all education
tures. In the U.S., about 25 percent of all education spending is
private money which is spent primarily for higher education. The UNESCO

figures given for the U.S. are for combined public and private spending. In

Japan, approximately 20 percent of all education spending is private and it
. is also biased toward higher education. Since 1984, the UNESCO figures
for Japan include both public and private expenditures. Our calculation of
1980 public and private Japanese education spending is explained below.

Spending for Pre-Primary, Primary, and Secondary Education

Our primary goal is to compare K-12 spending among industrialized
countries. Unfortunately, UNESCO does not disaggregate total
expenditures into spending for K-12 and higher education, but this
information can be calculated from the data given. (In this paper, when
the expression K-12 is used, "K" represents all the pre-primary years.)

UNESCO divides total education spending into current (operating expenses)
and capital expenditures and provides the distribution of current

expenditures between K-12 and higher education. However, data on
capital expenditures are not available by level of scheoling. It is therefore
necessary to estimate total spending on K-12 by making assumptions
about the distribution of capital spending between K-12 and higher
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education. (For most countries, capital spending is less than ten percent
of total spending.)

First, the ratio of current spending on K-12 to current spending on
both K-12 and higher education is determined. This ratio is then applied
to total capital expenditures to estimate capital spending for K-12. The
estimated K-12 capital spending is added to K-12 current spending to give
a preliminary figure for K-12 expenditures. (Other additions to this amount
are described below.) This method assumes that capital spending is
apportioned between K-12 and higher education exactly as is current
spending. Although this assumption is probably not strictly accurate (see
below), it affects the calculation of every country’s expenditures (by a very
small amount), and so will not bias our results toward any particular
country. The comparison of K-12 operating expenses (current
expenditures) shown in Table 4 yields essentially the same rankings as our
comparison of total K-12 spending.

As mentioned above, current expenditures are disaggregated into
spending for K-12 and higher education, but also into two additional
categories: "other” and "not distributed.” The latter two categories, as
defined by UNESCO, include, respectively, spending on "special, adult, and
other types of education which cannot be classified by level” and
"administration for which there is no breakdown by level of education.”

- The U.S. assigns no expenditures to these two categories while in other
countries these two items account for up to 25 percent of all current
expenditures. Ignoring these two categories would have seriously biased
our results. To compare K-12 expenditures among countries, all education
spending, including the sizable expenditures listed in the "other” and "not
distributed” categories, must be assigned to either K-12 or higher
education.

The exact distribution of these expenditures by level of education is
not available. Therefore, we estimate their contribution to total K-12
spending by assuming that spending in these two categories is distributed
between K-12 and higher education in the same proportion as is the rest
of current spending. Adding these amounts to the preliminary K-12 total
described above gives total K-12 spending.

1985 U.S. education expenditures are obtained from the Digest of
Education Statistics. We want to estimate 1985 U.S. spending on K-12 by
the same method that is used for the other countries, Le., by assuming
that the percentage of total capital spending which goes to K-12 is the
same as the percentage of current spending for K-12. Therefore, we need
to know the percentage of current spending for K-12, as well as total
current and capital spending for all levels of education. The Digest
supplies most of these data, except the distribution of private K-12
spending between current and capital expenses. So one additional
assumption is necessary to calculate total U.S. K-12 spending. We assume
that the ratio of current to capital K-12 spending s th.: same for private
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expenditures as for public. We can then determine total K-12 spending for
the U.S.

More detailed data show that current and capital spending in the
U.S. are not distributed between K-12 and higher education in the same
proportions. K-12 usually accounts for a larger share of current spending
than of capital spending. Put another way, capital spending is skewed
toward higher education. In our treatment of capital expenditures, some
fraction of capital spending for higher education is attributed to K-12. Our
method tends to over-estimate K-12 spending, especially for the U.S. where
expenditures on higher education are so large. This upward bias in our
estimate of K-12 spending, particularly for the U.S., is a bias against our
conclusion that the U.S. is a low spender on pre-primary, primary, and
secondary education.

Japan presents other difficulties. As noted above, 20 percent of all
education spending in Japan is private money. Therefore we need to
include both public and private expenditures in our calculations of K-12
spending. Beginning in 1984, UNESCO lists both total (public plus
private) education spending and public spending for Japan. Prior to 1984,
only public expenditures are provided. In Table 9, 1980 combined public
and private education expenditures are estimated by increasing the 1980
public spending figure by the percentage of 1985 private to public
spending. This assumes that private expenditure as a percentage of total
-spending was equal in 1980 and 1985. Another piece of information is
also lacking. To calculate public plus private K-12 spending in 1980, the
distribution of private as well as public spending by level of education is
needed. But this information is provided for public spending only. Since
private expenditures are skewed toward higher education, we would be
wrong to assume equivalent distributions between K-12 and higher
education for both public and private expenditures. Therefore, we use the
1985 distribution figure for public plus private spending, applied to the
1980 combined expenditures, to estimate total 1980 K-12 spending in
Japan. ) '

Enrollments and Enrollment Adjusted Expenditures

UNESCO data on enrollments are used to make all the international
comparisons. The enrollment figures include students in both private and
public schools since the expenditures cover both private and public
schools.

Because different countries have different proportions of school-age
children in their populations, some adjustment must be made for differing
enrollment rates among countries. For example, when expenditures are
expressed as a percentage of national income, a country with 20 percent of
its population enrolled in school would be expected to snend more on
education than a country with an enrollment rate ¢r onl y 15 percent. To
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permit meaningful comparisons, expenditures must be adjusted to a
common enrollment rate, where the enrollment rate is calculated as the

percentage of the population actually enrolled in school.

Any enrollment rate could have been chosen as the standard to
which all countries’ expenditures are adjusted. We chose the 1985 U.S.
rate. To adjust other countries’ expenditures to the U.S. enrollment rate,
foreign expenditures as a percentage of GDP are multiplied by the ratio of
the U.S. enrollment rate to the foreign enrollment rate. This raises (lowers)
expenditures for countries with enrollment rates below (above) those of the
U.S. The adjusted expenditure figure shows the level of spending which
would occur if each country enrolled the same percentage of the population
as did the U.S., while its rate of spending remained unchanged. This
adjustment assumes constant returns to scale in education.

Non-U.S. Averages
A non-U.S. average is the weighted average of all countries’ (except
the U.S.) expenditures expressed as a percentage of GDP. The weights are

the ratio of the number of each country’s students over the total number
of students in all (except the U.S.) countries.

24



APPENDIX B: EDUCATION SHARE OF NATIONAL SPENDING.

To indicate the national effort expended on education by each
country, the education spending data in Table 1 is expressed as a portion
of total national income, i.e., Gross Domestic Product. Usually national
spending equals national income. However, when a country has a trade
deficit (or surplus), national income and national spending diverge by the
amount of the deficit (or surplus). This has the effect of making the
education effort appear relatively greater in a deficit nation and relatively
smaller in a surplus country. In-effect, national income as the
denominator does not take into account the ct that the total national
spending in a trade deficit country has been swollen by borrowing from
abroad. In a trade deficit country, national spending is greater than

Table Bl shows education expenditures as a percentage of national
spending for the U.S., which has a large trade deficit, and the two major
trade surplus countries -- West Germany and Japan. In 1985, U.S.
spending on pre-primary, primary and secondary education was only 3.99
percent of total national spending, while Germany spent 4.81 percent and
Japan 4.92 percent. In either case, whether education expenditures are
calculated as a share of national income or national spending, the U.S.
spends less than all but two of the 16 countries studied. :
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' TABLE Bl: TRADE ADJUSTED EDUCATION EXPENDITURES, 1985

(in millions) [

-Germany (DM)  __Japan (Y) _United States ($)

1. GDP 1,830,490 316,303,000 3,967,472
2. Trade Surplus 66,390 10,775,000 -118,652
3. Total Spending 1,764,100 ' 305,528,000 4,086,124
(1-2) 5
4. Adjusted K-12 84,806 15,022,619 162,960
Spending
=As Share of GDP 4.6% 4.8% 4.1%
=As Share of Total 4.8% 4.9% 4.0%
Spending

Sources: National Center for Education Statistics, U.S. Department
of Education; Digest of Educational Statistics, 19ss.
UNESCO; Statistical Yearbook, 1988.
OECD, National Accounts, Vol. 1, 1989.
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2.

10.

11.

Endnotes

Speech at Education Summit, University of Virginia, September, 28,
1989. (White House transcript). :

Press Briefing, Charlottesville, Virginia; September 27, 1989. (White
House transcript).

Press Conference, May 3, 1989. (U.S. Depaﬂment of Education
transcript).

Speech at an American Council for Capital Formation conference,
Washington, D.C., October 12, 1989. (ACCF transcript).

"Bargain Remedies for our Educators,” New York Times, June 22,
1989.

NBC "Today Show,” September 27, 1989.

Speech at an American Council for Capital Formation conference,
Washington, D.C., October 12, 1989. (ACCF transcript).

Included in the study are Canada, Japan, Australia, and all of
western Europe, except for the three least wealthy countries: Turkey,
Greece and Portugal. Spain is omitted because the UNESCO data are
insufficient, and Luxembourg because of its small size. Other
analysts might prefer another grouping of countries. However, any
selection of industrialized countries would show the U.S. to be a

relatively low spender on education.
UNESCO. 1988. Statistical Yearbook. Paris: UNESCO. This is

virtually the only source of data for making international comparisons |

of education spending. It was the data source for comparative studies
of education spending done by the U.S. Department of Education and
the Congressional Research Service. Some of the UNESCO data are
reproduced in the annual Statistical Abstract of the United States by
the U.S. Department of Commerce.

National Center for Education Statistics, U.S. Department of
Education. 1988. Digest of Education Statistics. Washington, D.C.:
Government Printing Office.

It might be argued that the U.S. "backloads" education system by
putting more money into higher education. If so, comparing
education spending at the K-12 level, as we do, biases any

comparison against the U.S. system and the appropriate comparison
is spending for all education levels (which shows the U.S. is a

relatively high spender). This may or may not be so. However, if
the U.S. system must be evaluated at the cnlleg’ite level then no
cross-country comparisons of spending and stucent performance are

” |



12.

13.

14.

15.

16.

possible since student test scores are only available for fourteen year
olds. As a result, there are no data to suppart the claim that we

have high spending and low performance.

There are many factors which account for the lower expenditures of
private schools. In 1985, 75 percent of private primary and
secondary students were in es K-8, and only 25 percent were in
grades 9-12. Education in the lower grades is less expensive than
education in higher grades. Many private schools offer fewer
extracurricular activities and special classes than do public schools.
Private schools also receive some public monies, although the U.S.
Department of Education does not calculate the exact amounts. The
sources of these funds include the Title I program for low income
students, salaries for some special education teachers, sharing of
textbooks and bus transportation, and others.

Purchasing power parity rates could be used for the conversions, but
these also give misleading results. Expenditures must be related to
some measure of national income.

This is not a second, independent confirmation of this ranking, but a
different calculation using the same data as in Table 1.

The enrollment adjusted expenditure figures of Tables 7 and 10 differ
from those in Tables 1 and 9. Since UNESCO does not provide any
expenditure or enrollment information for years after 1986, all data,
both expenditures and enrollments, in Tables 7 and 10 were obtained
from the 1988 and 1989 (forthcoming) Digest of Education Statistics.
The 1985 figure of 4.08 percent, calculated from the Digest data, is
close to the value in Tables 1 and 9 of 4.1 percent. Differences stem
from our use of a calculated capital expenditure figure which is '
greater than true spending, and from minor discrepancies between the
U.S. and UNESCO data. The 1980 figure of 4.1 percent in Table 9 is
6 percent greater than the 3.88 percent shown in Tables 7 and 10.
UNESCO lists 1980 K-12 expenditure as $116.0 billion which is very
similar to the 1981 Digests figure of $116.3 billion. However, the
1988 Digest gives a revised 1980 K-12 expenditure of $112.3 billion,
and this is the value used in Tables 7 and 10. Also, UNESCO
enrollment figures tend to be larger than those reported by the U.S.
These two factors account for the difference between the 1980
numbers. g

Hough, J.R. 1984. "France" in Educational Policy, an International
Survey, J.R.Hough, ed., New York: St Martin's Press.
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THINK TANK FINDS BUSH IS WRONG: U.S. SPENDING ON EDUCATION

LAGS BEHIND THAT OF MOST OTHER INDUSTRIAL NATIONS

Report Shows Bush Administration Rationale Against Increased
Education Investment Is Not Supported by Analysis of K-12 Outlays

U.S. ranks 14th of 16 nations in international comparison

Washington, DC - President Bush, despite his desire to be known as the
"Education President,” has repeatedly opposed substantially increased
spending on the nation’s schools. The President and officials of his
administration have claimed that this country already spends more on
education than those nations which regularly surpass us in tests of
educational performance. (See compiled quotes in report, pp. 1 and 2.))

A new report released today by the Economic Policy Institute
concludes that the facts do not support the President’s arguments. The
study finds that 13 other industrial countries invest more, relative to the
size of their economy, on grades K-12 than does the United States. Among
the 16 countries whose education spending the EPI study measures,
Sweden ranked first. Others whose spending was found to be higher than
the U.S. are Japan (ranked 6th), West Germany (tied with France for 9th
highest spender), Norway (4th), and Austria (2nd). Only Ireland and
Australia were found to invest less on basic education than the U.S.
(ranked 14th).

The report points out that the statistics cited by the Administration
measure total education spending, including expenditures for postsecondary,
college and university education, but that virtually all of the recent reports
and commissions on U.S. educational deficiencies have identified education
in grades K through 12 as the part of the system which needs
improvement. When spending on higher educatica is ~emoved from the
' comparative data, the relative position of U.S. spending falls from a three-

[more] \
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way tie for second highest in spending to close to the bottom of the group
of 16 industrial nations.

The EPI report, entitled Shortchanging Education: How U.S.
Spending on Grades K-12 Lags Behind Other Industrial Nations, was
written by Edith Rasell, a staff economist at the Institute and by EPI
Research Director Lawrence Mishel. The authors used widely-accepted data
published by UNESCO and the U.S. Digest of Education Statistics, to
compare education spending for 1985 (the latest data available) in 16
industrialized countries including most of Western Europe, Japan, Canada
and the U.S. The data come from the same sources relied on by the
Administration.

Among the report’s major findings are the following:

- U.S. public and private spending on pre-primary, primary and
secondary education, is lower than in most other countries. When
the raw (unadjusted) data are considered, the U.S. ties for twelfth
place among 16 industrialized nations, investing less than all but
three countries.

- Because some countries have a larger percentage of school age
children in their population than others, the study also calculates
expenditures for K-12 adjusted to account for these differences in
enrollment rates and finds that the U.S. falls to fourteenth place,
spending less than all the other countries but two.

- If the U.S. were to increase spending for primary and secondary
school up to the gverage level found in the other 15 countries, we

would need to raise spending by over $20 billion annually.

Bush Administration officials’ claims of high relative levels of U.S.
education spending are sometimes couched in terms of spending as a
percent of total national income ("We spend a very large amount of our
national income on education.” -- Council of Economic Advisers Chairman,
Michael Boskin), and they are sometimes couched in terms of spending per
pupil ("We are already spending more money per student than our major
foreign competitors, Japan and Germany.” -- Secretary of Education Lauro
Cavazos). The EPI report calculates its education sperding comparisons
" both ways and finds that, when size differences of school age population

[more]
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and currency fluctuations are accounted for, the relative position of the
United States turns out to be virtually the same: only two or three other
nations out of the 16 studied invest less on basic education than the U.S.

Comparison of Industrialized Country Education Expenditures, 1985
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The authors of the report note that this is the first time that
economists have examined the factual underpinnings of the Bush
Administration’s claims about education spending, which have had a major
impact on the public debate about educational reform. "Over the past
year, as they have declared their interest in improving education, President
Bush, CEA Chairman Michael Boskin, White House Chief of Staff John
Sununu, Education Secretary Lauro Cavazos and other Administration
officials have repeated these statistical claims which have effectively ruled

- out consideration of increased federal financial suppo.t for education,”
declared report co-author Lawrence Mishel. "But when you examine the
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parts of the educational system which need improvement, it turns out that
the U.S spends less than any of our major international competitors.
Although not all needed educational reforms cost more money, this report
shows that we cannot dismiss the idea that more money might help
improve basic education,” said Mishel.

The study calculates that it would take additional investments of
more than $20 billion per year just to bring the U.S. up to the gverage
level of spending of the 16 nations studied. But the report’s other author,
economist Edith Rasell, noted that there are many characteristics of the
U.S. education system that might make it more expensive for the U.S. to
achieve levels of educational performance comparable to that of other
countries. "Because the United States is a huge continental nation with a
decentralized school system and with higher rates of poverty and
immigration than most other industrialized countries, we could expect
education expenses to be higher than in a smaller, more homogeneous
nation,” she observed. "For example, France and Belgium have near-
universal enrollment of three to six-year-olds in pre-kindergarten
educational programs. But despite the overwhelming evidence of the value
of early education, the U.S., with its decentralized system, has a much
smaller percentage of children in these programs. As a result, we have to
invest more money in compensatory education thereafter just to achieve
the same level of performance.”

The report concludes by noting that more money is not the only
answer to the difficult problems of revitalizing primary and secondary
education in the U.S. But, it wamns, "the data presented here indicate
that, in education, as in every other service, we may ‘get what we pay for.’
Given the level of investment in our pre-primary, primary, and secondary
schools, it is not surprising that we are slipping behind in comparative
measures of performance as well."

The report issued today is one of a series of analytical briefing paper
studies on key economic policy issues regularly published by the
Economic Policy Institute, a non-profit, non-partisan economic think
tank founded in 1986 and supported by grants from foundations, labor
unions, corporations, and individuals. The Institute’s founders include
economic policy experts Lester Thurow, Robert Reich, Robert Kuttner,

. Barry Bluestone, Ray Marshall, and EPI's President, Jeff Faux.
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"Making our good schools better."

Allen Elementary, Rochester

Andover Elementary, Andover

Brown Elementary, Berlin

Colebrook Elementary, Colebrook
Cutler Elementary, West Swanzey

Ellis Elementary, Fremont

Golffstown Area High School, Goffstown
Haverhill Academy Jr. High, Haverhill
Haverhill Cooperative Elementary Schools
10. Hillsboro-Deering High School, Hillsboro
11. Hollis Area High School, Hollis

12. Jaflrey-Rindge Middle School, Jaflrey
13. Lakeway Elementary, Littleton

14. Littleton Jr/Sr High Schools, Littleton
15. Mastricola Middle School, Merrimack
16. McClelland Elementary, Rochester

17. Milton Elementary, Milton

18. Nashua High School, Nashua

19. Northwood Elementary, Northwood

20. Parker-Varney Elementary, Manchester
21. Pelham High School, Pelham

22. Pennichuck Junior High School, Nashua
23. Plymouth Elementary, Plymouth

24. Raymond High School, Raymond

25. Seminary Hill Elementary, West Lebanon
26. Stratford Public School, Stratford

27. Troy Elementary, Troy

28. Waterville Valley Elementary, Waterville Valley
29. Weare Schools, Weare

30. Wilkins Elementary, Amherst

31. Woodsville, High School, Woodsville

D020 Mo P

The School Improvement Program
Sponsored by

The New Hampshire Alliance for Effective Schools




UNITED STATES DEPARTMENT OF EDUCATION
THE SECRETARY
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THE CHIEF of STAFF
Honorable Thomas S. Foley v

Speaker of the House of Representatives has seett
Washington, DC 20515

Dear Mr. Speaker:

In your remarks following the President’s State of the Union Message last night,
you referred to an overall 2.1 percent increase in his proposed budget for the

Department of Education. I feel it is important to set the record straight with
several key points:

© The President’s budget for the Department of Education actually reflects an
overall increase of 6.2 percent for discretionary programs--those that will
assist in meeting the national education goals announced last night by the
President. The 2.1 percent figure is misleading because it is a net figure
and is lover than it would othervise be since it includes a substantial
reduction in the costs of Guaranteed Student Loans due to a projected
decline in interest rates. This is pot a program reduction.

o Furthermore, the Head Start budget, which directly addresses the first goal
of preparing every child for entry into school, is increased by 36 percent.
Combined with our 6.2 percent increase, the $500 million in Head Start
yields an 8.3 percent increase in combined education discretionary
activities of ED and HHS--twice the rate of inflationm.

o These goals are goals for the Nation--not just the Federal Government.
Their achievement vill depend on efforts by States and localities--vho

support 94 percent of our total education effort, while the Federal share
is only 6 percent. ‘

o This year, as a Nation, ve will spend $353 billion a year on education--a
113 percent increase in current dollars since 1980, and a 37 percent
increase even after adjusting for inflation. These spending increases have
not produced corresponding increases in educational achievement.

I repeat vhat I have said many times--ve need to restructure our educational
system. We need greater accountability, school-based management, and other
reforms in place before ve can expect results from dramatic nev levels of
education spending. Action on the pending education legislation submitted by

the President in the last session will certainly move us closer to the reform
goals that we all share.

I look forward to working with you and the other members of Congress as ve
strive together to make America’s education system the finest in the world.

Sincerely,
é%aw/:@”/‘.;&/’—“
bee: /Governor” Sununu uro F. Cavazos

David Bates

400 MARYLAND AVE., S\W. WASHINGTON, D.C. 20202



