














" body thatis on the team be one of the criteria bywhich
schools are judged. As in sports, fair competition can
be ensured by placing small schools and schools serv-
ing disadvantaged populations in a separate league or
by establishing a handicapping system.

The competitions should not be a glorified “Trivial
Pursuits” game. Although cable TV broadcasts of High
School Bowl-type contests might be a component of
the program, most of the points obtained byaschool’s
team should come from assessments of the perfor-
mance of the entire team on authentic tasks like
writing an essay, giving a speech, determining the
chemical composition of a compound, working out
long mathematics problems, writing a computer pro-
gram, or fixing a car. As much as possible, the tasks
should be aligned with the state curriculum for that
subject. Teams should consist of entire classrooms of
students, and everyone on the team should receive
gaudy T-shirts proclaiming membership on the school’s
team.

Winning schools and departments should receive a
silver cup symbolizing their victory and a sum equal to
$100 per team member that can be used the following
year for materials and travel. A celebration dance for
the entire school might be organized and paid for by
a special prize fund. Members of teams placing in the
top 10 percent of their league would be recognized at
an evening assembly, receive school sweaters orjackets
proclaiming their victory, and receive a $100 scholar-
ship. These competitions could also serve as a basis for
individual recognition and scholarships.

ErrecTs OF PROPOSED REFORMS ON
UNDERREPRESENTED MINORITIES

The two blue-ribbon commissions that have recom-
mended improvements in the signaling of academic
achievement to colleges and employers included sub-
stantial representation from the minority commu-
nity.”® Nevertheless, the reader may be wondering
about the likely impacts of the reform proposals just
described on the occupational achievement of minor-
ity youth. Because minority students receive lower
scores on achievement tests, it might appear at first
glance that greater emphasis on academic achieve-
ment will inevitably reduce their access to good col-
leges and to good jobs. This s not the case, however,
for four reasons.

If academic achievement becomes a more impor-
tant basis for selecting students and workers, some-
thing else becomes less important. The consequences
forminorities of greater emphasis on academic achieve-
ment depends on the nature of the criterion that
becomes deemphasized. Substituting academic
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achievement tests for aptitude tests in college admis-
sions improves minorily accessbecause minority-majority
differentials tend to be smaller (in standard deviation
units) on achievement tests (e.g., the NAEP reading
and math tests) than on aptitude tests (e.g., the SAT).
Greater emphasis on academic achievement improves
the access of women to high-level professional, technical,
craft, and managerial jobs because it substitutes a
criterion on which women do well, for criteria—sex
stereotyped beliefs about which jobs are appropriate
for women—that have excluded women in the past.

Forthe same reason, greater emphasis on academic
achievement when selecting young workers will not
reduce minority access to jobs if it substitutes for other
criteria that also place minority youth at a serious
disadvantage. The current system, in which there is
almost no use of employment tests and little signaling
of high school achievements to the labor market,
clearly has not generated jobs for minority youth. In
October 1985, 1986, 1987, 1988, and 1989, an average
of only 46 percent of the previous June’s black high
school graduates not attending college were employed
(Bureau of Labor Statistics, 1989). One reason why
minority youth do poorly in the labor market is that
most of the criteria now used to make selections—
previous work experience, recommendations from
previous employers, having family friends or relatives
at the firm, proximity of one’s residence to stores that
hire youth, performance in interviews, and prejudices
and stereotypes—work against them. These criteria
will diminish in importance as academic achievement
becomes more important. There is no way of knowing
whether the net result of these shifts will help or
hinder minority youth seeking employment. In some
models of the labor market, the relative position of
minority workers. improves when academic achieve-
ment is better signaled (Aigner & Cain, 1977).

The second way in which minority youth may ben-
efitfrom improved signaling of schoolachievementsis
that it will give recent high school graduates, both
black and white, the first real chance to compete for
high-wage, high-training content jobs. At present, al}
youth are frozen out of these jobs because primary
labor market employers seldom consider job appli-
cants who lack considerable work experience. Experi-
ence is considered essential, partly because it contrib-
utes to productivity, but also because it produces
signals of competence and reliability that employers
use to identify who is most qualified. Recent high
school graduates have no such record; and because
information on the student’s high school performance
is unavailable, the entire graduating class appears to
employers as one undifferentiated mass of unskilled
and undisciplined workers. A black personnel direc-
tor interviewed for a CBS special on the educational



reform proudly stated, “We don’t hire high school
graduates any more; we need skilled workers® (CBS,
1990). Surely this generalization does not apply to
every graduate, but those who are disciplined and
have skills currently have no way of signaling this fact
to employers. State exams, competency portfolios,
and informative graduation credentials would change
this unfair situation and give students a way of demon-
strating that the stereotype does not apply to them.
Young people from minority backgrounds must over-
come even more virulent stereotypes, and they often
lack a network of adult contacts who can provide job
leads and references. By helping them overcome these
barriers to employment, competency portfolios are of
particular help to minority youth.

The third way in which these proposals will assist
minority students is by encouraging greater numbers
of firms to undertake affirmative action recruitment.
The creation of a competency portfolio databank that
can be used by employers seeking qualified minority
job candidates would greatly reduce the costs and
increase the effectiveness of affirmative action pro-
grams. Affirmative action has significantly improved
minority representation in managerial and profes-
sional occupations and contributed to a substantial
increase in the payoff to schooling for blacks (Free-
man, 1981). One of the reasons why it has been
particularly effective in this labor market is that col-
lege reputations, transcripts, and placement offices
provide brokering and prescreening services that sig-
nificantly lower the costs of recruiting minority job
candidates. The competency portfoliodata bankwould
extend low-cost brokering and prescreening services
to the labor market for high school graduates. The
creation of such a data bank would almost certainly
generate a great deal of competition for the more
qualified minority youth in the portfolio bank.

The final and most important way in which these
reforms will benefit minority youth is by bringing
about improvements in academic achievement and
productivity on the job. Student incentives to study
hard, parental incentives to demand a better educa-
tion, and teacher incentives to both give more and
expect more from students will all be strengthened.
Because of the way affirmative action is likely to inter-
act with a competency-profile data bank, the rewards
forlearning will become particularly strong for minor-
ity students. Learning will improve, and the gap be-
tween minority and majority achievement will dimin-
ish. Society has been making considerable progress in
closing achievement gaps between minority and ma-
jority students. In the early National Assessment of
Educational Progress (NAEP) assessments, black high
school seniors born between 1952 and 1957 were 6.7
grade-level equivalents behind their white counter-
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parts in science proficiency, 4 grade-level equivalents
behind in mathematics, and 5.3 grade-level equiva-
lents behind in reading. The most recent National
Assessment data for 1986 reveal that for blacks born in
1969, the gap has been cut to 5.6 grade-level equiva-
lents in science, 2.9 grade-level equivalents in math,
and 2.6 grade-level equivalents in reading (NAEP,
1986, 1988). Koretz’s (1986, Appendix E) analysis of
data from state testing programs supports the NAEP
findings. Hispanic studentsare also closing the achieve-
ment gap. These positive trends suggest that despite
their limited funding, Head Start, Title I, and other
compensatory interventions have had an impact. The
schools attended by most minority students are still
clearly inferior to those attended by white students, so
further reductions in the school quality differentials
can be expected to produce further reductions in
academic achievement differentials.

Thestudents of James A. Garfield’s Advanced Place-
ment calculus classes have demonstrated to the nation
what minority students from economically disadvan-
taged backgrounds can accomplish. The student body
is predominantly disadvantaged minorities; yetin 1987
only three high schools in the nation (Alhambra High
School in California and Bronx Science and Stuvesant
High Schoolin New York City) had a larger number of
students taking the AP calculus exam. This high school
and its two very talented calculus teachers, Jaime
Escalante and Ben Jimenez, are responsible for 17
percent of all Mexican Americans taking the AP calcu-
lus exam and 32 percent of all Mexican Americans
who pass the more difficult BC form of the test
(Matthews, 1988). There is no secret about how they
did it; they worked extremely hard. Students signed a
contract committing themselves to extra homework
and extra time in school, and they lived up to the
commitment. What this success establishes is that
minority youngsters can be persuaded to study just as
hard as the academic track students in Europe and
that if they do they will achieve at world-class levels.
The success at Garfield High is replicable.

Institutional arrangements of schools and the labor
market have profound effects on the incentives faced
by students, teachers, parents, and school administra-
tors. The passivity and inattention of students, the low
morale of teachers, the defeat of so many school levies,
and lowrankings on international measures of achieve-
ment are all logical outcomes of institutional arrange-
ments that weaken student incentives to study and
parental incentives to fund a high-quality education.
Onlywith an effective system of rewards within schools
and in the labor market can we hope to overcome the
pervasive apathy and achieve excellence.



APPENDIX
SUMMER DROP-OFF IN STUDENT
PERFORMANCE

Studies that have administered mathematics tests
tostudents both in the spring and the fall of a calendar
year find that mathematics competence declines dur-
ing the summer months (Heyns, 1986, 1987) . Entwisle
and Alexander’s (1989, table 1) study of first and
second graders in Baltimore, for example, found no
gain in mathematics skills between the April test ad-
ministration and the October testadministration, even
though that period contained two full months of
classroom study of arithmetic.
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In the Sustaining Effects Study, the beginning-of-
the-year test was administered during the third week
of school, and the end-of-year test was administered
five weeks before the end of the term. Consequently,
the school-year testing period was only seven months
long, and the five-month “summer gap” between spring
and fall testing contained two months of school learn-
ing time. As one can see in Figure A-1, gains in reading
stow considerably during the five-month summer-gap
period and math competence hardly rises at all
(Klibanoft & Haggart, 1981). If children were learn-
ing during the two months of classes included in the
summer-gap period atanythinglike the rate theylearn
during the rest of the school year, their reading and
math skills must have declined during the summer

Figure A-1
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Figure A-2
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Figure A-2. Vertical Scale Scores as a Function of Grade Level by Quartites for the Debiased CTBS ReadingTest.

Note: The spring-to-fall differences are always associated with cross-sectional changes in samples and are frequently also
associated with differences in test levels. Negative "growth", when it occurs, may be attributed to sample differences and
test-level differences. When raw scores are compared for the same test levels, the differences are either positive or small
when negative. Therefore, the zig-zag nature of the curves above should not be carelessly attributed to "summer drop-off".

Source: Hemenway et al. (1978), Figure 1-1, p. 29.

months. In most classrooms, the first few weeks are
spent reviewing and practicing skills taught in previ-
ous years. Old material can probably be relearned ata
more rapid rate than new material is learned, so this is
likely to be a period of particularly rapid rise in test
scores. The most reasonable assumption is that learn-
ing rates during school time are constant. Figures A-2
and A-3 (taken from Hemenway et al., 1978) present
the results of calculating learning trajectories and the
three-month summer drop-off under the assumption
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of constant learning rates during the school year.

Direct evidence on this issue can be found in the
evaluation of STEP. In this study, the initial test was
administered after the end of school in June, and the
end-of-summer administration was prior to the begin-
ning of school in the fall. In this study, the control
group, which received no instruction during the sum-
mer, experienced very large declines in mathematics
and substantial declines in reading.
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Figure A-3. Vertical Scaie Scores as a Function of Grade Level by Quartiles for the Debiased CTBS MathTest.

Note: The spring-to-fall differences are always associated with cross-sectionat changes in samples and are frequently also
associated with differences in test levels. Negative “growth", when it occurs, may be attributed to sample differences and

test-leve! differences. When raw scores are compared for the same test levels, the differences are either positive or small

when negative. Therefore, the zig-2ag nature of the curves above shouid not be carelessly attributed to "summer drop-off".

Source: Hemenway et al. (1978), Figure 1-2, p. 30.
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ENDNOTES

'In game-theorylanguage, we have here arepeated
game in which players may make side payments using the
currency of friendship. Parents and college admissions
officers (but not employers) offer prizes to those who do
best in the academic game, but if everyone improves
together the total amount of prize money does not rise.
Some players are offered larger prizes than others. For
most players, the offered prizes are small by comparison
to the costs of hard study and the side payments available
from peers. The result is that only a few students (those
facing the biggest prizes and the smallest costs of study)
choose the noncooperative solution, and the great ma-
jority of students choose the cooperative, let’s all take it
easy, solution.

*Studies that measure output for different workers
in the same job at the same firm, using physical output as
a criterion, can be manipulated to produce estimates of
the standard deviation of nontransitory output variation
across individuals. [taverages about .14 in operative jobs,
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.28 in craft jobs, .34 in technician jobs, .164 in routine
clerical jobs, and .278 in clerical jobs with decision-
making responsibilities (Hunter, Schmidt, & judiesch,
1988). Because there are fixed costs to employing an
individual (facilities, equipment, light, heat, and over-
head functions such as hiring and payrolling), the coef-
ficient of variation of marginal products of individuals is
assumed to be 1.5 times the coefficient of variation of
productivity. Because about two-thirds of clerical jobs can
be classified as routine, the coefficient of variation of
marginal productivity for clerical jobs is 30 percent {1.5
» (33 278 + .67 » .164)]. Averaging operative jobs in
with craft and technical jobs produces a similar 30-
percent figure for blue-collar jobs. The details and ratio-
nale of these calculations are explained in Bishop (1990a).

*After a worker has been at a firm a while, the
employer presumably learns more about the individual’s
capabilities and is able to observe performance on the
job. Workers assigned to the same job often produce very
differentlevels of output (Hunter, Schmidtand Judiesch,
1988). Why, one might ask, are the most productive
workers (those with just the right mix of specific compe-
tencies) not given large wage increases reflecting their
higher productivity? The reason appears to be that work-
ers and employers prefer employment contracts that
offer only modest adjustments of relative wages in re-
sponse to perceived differences in relative productivity.
There are a number of good reasons for this preference:
the unreliability of the feasible measures of individual
productivity (Hashimoto & Yu, 1980), risk aversion on
the partof workers (Stiglitz, 1974), productivity differen-
tials that are specific to the firm (Bishop, 1987c), the
desire to encourage cooperation among coworkers
(Lazear, 1989), and unjon preferences for pay structures
that limit the power of supervisors.

In addition, compensation for differences in job
performance may be nonpecuniary—praise from one’s
supervisor, more relaxed supervision, or a high rank in
the firm’s social hierarchy (Frank, 1984). A study of how
individual wage rates varied with initial job performance
found thatwhen people hired for the same orverysimilar
jobs are compared, someone who is 20 percent more
productive than average is typically paid only 1.6 percent
more. After a year at a firm, better producers received
only a 4 percent higher wage at nonunion firms with
about 20 employees, and they had no wage advantage at
unionized establishments with more than 100 employees
or at nonunion establishments with more than 400 em-
ployees (Bishop, 1987¢). If relative wage rates only par-
tially compensate the most capable workers in a job for
their greater productivity, why don’t they obtain promo-
tions or switch to better paying firms? To some degree
they do, particularly in managerial and professional
occupations. This explains why workers who score high
on tests and/or get good grades are less likely to be
unemployed and more likely to be promoted, and why,
manyyears after graduation, they eventually obtain higher
wage rates (Wise, 1975; Bishop, 1988). Since, however,
worker productivity cannot be measured accurately and
cannot be signaled reliably to other employers, this
sorting process is slow and only partially effective. Conse-
quently, when men and women under the age of 30 are
studied, the wage-rate effects of specific competencies
may not correspond to their true effects on productivity



and, therefore, direct evidence on productivity effects of
specific competencies is required before conclusions
may be drawn.

“The survey was of a stratified random sample of
the NFIB membership. Larger firms had a significantly
higher probability of being selected for the study. The
response rate to the mail survey was 20 percent and the
number of usable responses was 2,014.

"Before a basic skills test could be used, the firm
had to conduct an expensive validity study of the pro-
posed test and alternative tests at their own work sites.
Separate studies had to be done for men and women,
blacks, Hispanics, and whites. Most firms did not have
enough workers in each category to do a reliable study
(Friedman and Williams, 1982). Litigation costs are sub-
stantial, so companies became extremely cautious about
testing and the use of basic skills tests for employee
selection declined substantially.

®Another possible argument against policies de-
signed to induce employers to reward high school stu-
dents who study is that poor students will not be consid-
ered if an employer learns of this fact. What those who
make this argument do not realize is that the policy of
providing no information to employers about perfor-
mance in high school results in no recent graduates
(whether good or poor student) getting a job that pays
well and offers opportunities for training and promo-
tions. In effect, it is being proposed that the interests of
the students who do not study and are discipline prob-
lems should take precedence over the interests of the
students who lived by the school’s rules and studied hard.
There is nothing unfair about letting high school GPAs
influence the allocation of young people to the best jobs.
The GPAs are an average that reflects performance on
hundreds of tests, and the evaluations of more than 20
teachers, each of which is based on 180 days of interac-
tion. Selection decisions must be made somehow. If
measures of performance in school are not available, the
hiring selection will be determined by the chemistry of a
job interview and idiosyncratic recommendations of a
single previous employer. Since many employers will not
request the information, providing information on stu-
dent performance does not prevent the poorer student
from getting a job; it only influences the quality of the job
that the student is able to get.

"The SAT suffers from two very serious limitations:
the limited range of the achievements that are evaluated
and its multiple choice format. The test was designed to
be curriculum free. To the extent that it evaluates the
students’ understanding of material taught in schools,
the material it covers is vocabulary and mathematics.
Most of the college preparatory subjects studied in high
school—science, social studies, technology, art, litera-
ture, music, computers, trigonometry, and statistics—are
absent from the test. As a result, it fails to generate
incentives to take the more demanding courses or to
study hard. The newlyrevised SAT isnota major improve-
ment over the old test. The new version of the ACT test
is a definite improvement, for it tests science and social
science knowledge and attempts to measure problem
solving in science. Both tests suffer from the common
problems that arise from their multiple choice format.
National and provincial exams in Europe are predomi-
nantly essay and extended-answer examinations. The
absence of essays on the SAT and ACT tests contributes
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to the poor writing skills of American students. The tests
advertise themselves as an ability test, but are in fact an
achievement test measuring a very limited range of
achievements (Jencks & Crouse, 1982). Jencksand Crouse
have recommended that either the SAT evaluate a much
broader range of achievements or be dropped in favor of
Advanced Placement examinations.

®A study was conducted of the cohort of High School
and Beyond (NORC, 1982) students projected to graduate
in 1982. The dependent variables were the change be-
tween sophomore and senior years in test scores and
grades. The model included extensive controls for vari-
ables that may influence both curriculum and the out-
comes. Chemistry, physics, Algebra 2, trigonometry, and
calculus were selected from a more complete list of
courses to represent rigorous math and science course
work generally taken during or after the sophomore year
in high school (Bishop, 1985). The specific model esti-
mated was:

i=1...11

X/il Yil—l:BXi +OC+OY =i t-1
where
= the “i”th outcome variable measured
at the end of senior year. (e.g., math test score)
= the sophomore year measure of the
“i ”th outcome variable
ST a vector of sophomore year measures
of outcome variables other than the “i"th
= a vector of variables characterizing
background and curriculum coursework variables mea-
sured in the sophomore year
C = a vector of variables describing the
courses taken in junior and senior year
o = a vector of coefficients measuring the
impact of coursework on learning and career aspirations

*This proposal sounds radical but, in fact, is only a
modest change from current practice at these selective
colleges. A survey of college placement officials con-
ducted by USA Todayand interviews of officials at Cornell
and the State University of New York-

Binghamton conducted for this report found that
students were expected to take AP courses if they are
offered, and grade-point averages were adjusted for the
difficulty level of the courses taken. High school students
and parents are generally unaware of this policy, how-
ever; and many have notfactored it into their high school
course selections. The announcement, therefore, has
two. effects: it informs students and parents of existing
admissions policies and warns that come 1993 those
seeking admission to selective colleges will not necessar-
ily be held harmless if a local high school does not offer
AP courses. This announcement will generate strong
political pressure on principals and school boards to
expand their AP program and allow additional students
to take AP courses. Students at schools not offering AP
might be offered other ways of demonstrating college-
level proficiency, such as an AP independent study op-
tion, taking courses during the summer at a local college,
or high scores on the afternoon, subject-matter SAT
exams or New York State Regents exams. Exceptions
would have to be made for students from
underrepresented minorities, foreign students, and in
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other individual cases, but exceptions should not be-
come the rule.

%A one-population standard deviation increase in
test scores raises an adult’s wage rate by 21 percent
(Bishop, 1989, p. 181, derived by taking the antilog of
.19). A population standard deviation is equivalent to
about 5 grade-level equivalents, so the wage effect is 5.2
percent = (1.33/5) * 21 percent. The mean yearly com-
pensation of adults 18 to 65 years old is about $16,000
when the nonemployed are included in the denomina-
tor, so the dollar impact is $830 = .052 * $16,000.

1Qur estimate of the productivity benefitof a 1.33
grade-level-equivalentincrease in achievement is conser-
vative. College graduation raises wages of males by 50
percentor by 12.5 percent peryear of college. If one were
to assume, instead that 13 months of additional time in
elementary and secondary school is equivalent to a year
in college, the estimated productivity benefit becomes
12.5 percent. In addition the social costs of adding 20
days to the school calendar are probably smaller than $15
billion, for child care costs will be substantially reduced.
Students over 16 years old will be earning less during the
summer, but this effectis smaller than the savings in child
care costs. [t should be noted that student leisure time is
significantly reduced and that, except for the lost work
time of teenagers, this is not counted as a cost. This is
standard operating procedure when doing benefit cost
studies of educational interventions.

2The presentvalue of the benefits in year 0 of $4.62
billion a year, starting in year 13 and running to year 60,
or $4.62(25) (.853) (.588) = $57.94 billion. The present
value of costs is ($15/13)25(1 - .588) = $11.88 billion.

*The Commission on Workforce Quality and La-
bor Market Efficiency included in its membership
Constance E. Clayton, Superintendent of Schools of
Philadelphia; Jose I. Lozano, Publisher of La Opinion;
and William J. Wilson, author of The Truly Disadvantaged.
The Commission on the Skills of the American Workforce
included in its membership Eleanor Holmes Norton,
former Chair of the Equal Employment Opportunity
Commission; John E. Jacob, President of the National
Urban League; Badi Foster, President of AEtna Institute
for Corporate Education; Thomas Gonzales, Chancellor
of Seattle Community College District VI; and AnthonyJ.
Trujillo, Superintendent of Sweetwater Union High
School District.
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