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More Education Means 
Higher Career Eamings 
Is it ̂ voItb it to Stay in school and 
eam a higher degree? As data 
from the Census Bureau's Qiireni 
Population Survey show, the an­
swer is a resounding yes! 

This Brief examines the relation* 
ship lietwcen education and earn­
ings during the 1992 calendar year 
it also demoDstiaies bow the ida-
tionship has changed over the last 
two decades. AddiDoaally, it pro­
vides estimates (by level of educa-
tioa) of the total earning; adults 
are likely to accumulate over the 
ooune of their woridng life. 

YauH see that more educarinn 
means greater earnings over a 
year's time; over the length of 
one's working life, these difEcr-
eoces tieoome enormous More­
over, this relationship between 
earning and educatian is now 
even stronger than it was back 
in the 1970's. 

We'rv more educated than ever. 

In 1993, about four-fifths of 
American adults aged 25 and over 
had ax least completed high school; 
over one in five bad a Bachelor's 
degree or higher. Both figures are 
all-time h'g^^ 
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PraTessiooa! bulders 
have Ibc highest camio^̂ . 

Adults aged 18 and over who 
woiked sometime during 1992 
can f̂̂  an average of S23,227 that 
year. But this average masked the 
ha that the tnore education they 
received, the more money they 
made. (See graph below.) Earning! 
ranged ftom S12,809 for high 
ccfaool dropouts to $74460 for 
those with prefessiaDal degrees 
(such as MD.'s and JD's). 

Eamine.s diifereitces compouod 
ovtr one's lifetuDC. 
Uang 1992 data, we esrinianvl the 
earnings a penon would accrue 
ovcra^piol'SwHklifc.'' Here's 

bow we did i t First, we defined a 
worklife as lasting from ages 25 to 
54 — a 40-year period. Then we 
began our calculations. 

We staned with high school 
dropouts. We took the 1992 
mean f^rr^jnp figure for persons 
of this group who were aged 25 to 
34 and multiplied it by 10. The 
same thing was done for those 
aged 35-44,45-54, and 55-64. Then, 
the four l&year totals were added 
up. The result was an estimated 
lifetime earnings total for high 
school dropouB. This proccs was 
rhn> repeated for eadi of the 
other seven educational levels. 

These estimates dramatically illus-
uatc the large fyni^p diffeicnoes 

Education Continues to be the Ticket 
to Higher Eamings . 

Mean annual earnings for pereons aged 16 
»d over, by tovel of education: 1952 

S74,S60 
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that develop between educational 
levels over the long term. As the 
graph below shou>v — 

• High school drtjpouts would 
make (in 1992 doUaî ) around 
S600,000 during their lifetime. 

• 'Completing high school would 
mean about another S200,000. 

• Persons who attended some col­
lege (but did not eam a degree) 
might fxprrt lifetifflc r̂nings in 
the SI mjllian range. 

• You could tack on nearly anoth­
er one-half mFll''"" dollars for hold-
en of a Bachelor's degree, 

• Doctorate and firofessional de­
gree holders would do even better, 
at just over S2 ""TUnn and S3 mil-
licni, respectivdy. 

Lit'etime diffcrtaces may become 
even Tixan slhkiog in the fumre. 
These estimates of lifetime eam­
ings assume that 1992 earning lev­
els will stay in effea throughout 
one's wortiife. But the luJity is 
that the value of the dollar contin­
ually changes. And rrrrnt history 
shows thai the value of higher lev­
els of fthiniT'"" has risen faster 
than thai of lower levek When we 
compare 1975 and 1992figuics,we 
see that average earnings — 

• Doubled for hi^ school drop­
outs (from $6,014 to S12,809). 

• Rose 2-5 times for those who 
were hi^ school graduates only 
(from $ 7 ^ to $18,737). 

• Nearly tilled for holdcn of 
Bachelor's degrees (fitjm $11̂ 74 
to $32,629). 
• Iripled for thofie who held ad-
vaiKcd degrees (from $15,619 to 
$48,653). 

Keep in ""Wfl that in 1992 die con­
sumer price inda (wfaidi measures 
yearly dianges in the value ofthe 
dollar) was 140, IS times what it 
was in 1975. This means that the 
f̂ irnTTigs of high school dropouts 
did not even keep up with infla-

tioo, and high school graduates just 
barely managed to keep pace. Keal 
wages rose (mly for persons with 
education beyond the high school 
level If these patterns continue, 
lifetime eamings differences be­
tween low and high levels of educa­
tion will become even more dta> 
matic than cmrcnt levels indicate. 

Motv information: 
Several Census Bureau lepotts 
have information on the relation­
ship between earnings and educa* 
tion. These include — 

• Educational Attainment in die 
Vniud States: March 1993 and 
1992, Cunent Population Reports, 
Scries P2(M76. Stock No. 803-
005-00077-0. $8iO. 

B What's It Wordx? Eduratianal 
Bacl̂ ound andEccruvnic Status: 
Spring 1990, Cunent Population 
Reports, Series F70-32. Stock Na 
803-044-00020-1. $3.50. 

• Money Income of Households, 
Fairalies, and I\asons in the United 
Slate: 1992, Cuneni Population 
Reports, Series F60-184. Stock No. 
803-0Q5-3OO31-5.$19. 

• Educadon in the United States, 
Series 1990, CP-S4. Stock No. 
003̂ 4-08742-1. $41. 

To order any of these publications, 
call the U.S. Government Printing 
Office (202-512-1800). 

Contacts: 
F̂ ming< and education — 
Robert Kominski 
301-763.1154 

Statistical Briefs — 
Robert Bernstein 
301-763-1584 

This Brief is one of a saies that 
presffiB information of currott 
policy interest It may include 
datafiam businesses, households, or 
odiff sources. All statistics are sub' 
jea to sampling variability, as well 
as survey desiffi flaws, rapondent 
elassipcaiion OTOTS, and data proc' 
asing mistakes. The Coisus Bureau 
has takei steps to minimize arars, 
and anafyiical auie/tients have beoi 
tested and meet statistical standards. 
Howevei because of m^wdolo^ad 
dJ^ermces, use caution when 
comparing these data with data 
fnmc^g: sources. 

Go to College, Make a SMillion 
EstnramdworWifa eamings, by tevei of education: 1992 
(InthounndsardollarB) 

S3.013 
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Economists, i n Survey, Push Education and RiD Spending 
By David Wessel 
S t a f f Reporter of The Wall Street Journal 
10601 Characters 

03/06/97 
(Copyright (c) 1997, Dow Jones & Company, Inc.) 
WASHINGTON -- Two-thirds of academic economists surveyed by The Wall 

Street Journal believe the r i g h t government p o l i c i e s can boost the 
American economic growth rate by a s u b s t a n t i a l one-half percentage p o i n t 
a year, a profoundly o p t i m i s t i c view. 

They have a harder time agreeing what i t i s the government should do, 
though. Given 10 choices, most economists responding to the p o l l said 
none of them would have a "major p o s i t i v e impact on growth." 

Asked to pick one anyway, 43% say more government spending on 
education and research and development would give the biggest bang f o r 
the buck. Nothing else comes close. 

"One of the few things t h a t economists w i l l agree upon i s the fact^^ 
t h a t economic growth i s very s t r o n g l y dependent on our own a b i l i t i e s , " 
says P a t r i c k Conway, an i n t e r n a t i o n a l economist at the U n i v e r s i t y of 
North Carolina at Chapel H i l l . " I f the government i s w i l l i n g to provide 
incentives to i n d i v i d u a l s to improve t h e i r a b i l i t i e s or to improve the 
rate at which we innovate i n our economy, t h i s w i l l have a p o s i t i v e 
impact." 

The economists' enthusiasm f o r education matches t h a t of President 
C l i n t o n , who has made education a centerpiece of his second-term 
economic s t r a t e g y . Increasing f e d e r a l spending on research and 
development, though favored by the president, i s a lower p r i o r i t y i n his 
new budget. 

The Journal surveyed 1,500 economists randomly chosen from f a c u l t i e s 
of 100 leading U.S. economics departments and 10 major business schools. 
In a l l , 320 responded. 

The economists' opinions about spurring economic growth contrast 
sharply w i t h the p r e v a i l i n g Washington agenda: 

-- The economists don't see much reward from balancing the f e d e r a l 
budget, the top economic p r i o r i t y of p o l i t i c i a n s . Only one i n 10 of the 
professors say balancing the budget by 2002 would have a "major p o s i t i v e 
impact" on growth. Three-quarters say th a t amending the C o n s t i t u t i o n to 
require a balanced budget i s n ' t sound economic p o l i c y . 

— Only one-quarter p r e d i c t a c r e d i b l e balanced-budget plan w i l l 
reduce long-term i n t e r e s t rates by more than one-half percentage point." 
The Congressional Budget O f f i c e contends such a plan would t r i m rates by 
0.7 percentage p o i n t , and Congress i s counting on t h a t . 

-- The economists don't see much b e n e f i t i n the Republicans' 
cherished proposal t o cut c a p i t a l - g a i n s tax rates or i n a proposal, 
backed by both President C l i n t o n and the GOP, to give the middle class a 
$500-a-child tax cut. They would rather cut marginal personal tax rates, 
an option not on the table t h i s year, or expand savings inc e n t i v e s f o r 
i n d i v i d u a l s as proposed by both Mr. Cl i n t o n and the GOP. 

The m a j o r i t y of the economists p o l l e d expect the economy to expand 
between 2.0% and 2.5% a year over the next decade. Over time, an 
increase of one-half percentage po i n t i n the growth rate would make a 
huge d i f f e r e n c e : A f t e r 10 years, Americans would be enjoying $375 
b i l l i o n more i n goods and services. 

Besides added spending on education and R&D, the bulk of the 
economists said the government could help the economy grow f a s t e r -- at 
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l e a s t a l i t t l e b i t -- by more spending on i n f r a s t r u c t u r e , d e r e g u l a t i n g 
more, reforming the t o r t and p r o d u c t - l i a b i l i t y laws and replacing the 
income tax w i t h a consumption tax. 

The surveyed academics aren't a l l tax-and-spend l i b e r a l s . Nearly one 
i n f i v e take the conservative view t h a t reducing government spending 
(measured as a f r a c t i o n of the o v e r a l l economy) would have a major 
favorable impact on the growth r a t e . Half of those say t h i s i s the 
si n g l e most important t h i n g the government can do. 

Some emphasize t h a t what matters most i s how the government spends 
i t s money. "The l e v e l of government purchases* i s about r i g h t , " says 
Miles Kimball of the U n i v e r s i t y of Michigan, but he adds t h a t the 
government spends too much on the e l d e r l y . 

P o l i t i c i a n s are never popular w i t h academic economists, who complain 
t h e i r reasoned advice too o f t e n i s spurned. They award Federal Reserve 
Chairman Alan Greenspan an A, but give B i l l C l i n t o n a B-, a harsher 
judgment than he gets from the p u b l i c . Among professors who voted f o r 
Mr. C l i n t o n , only 13% give his economic p o l i c i e s an A. The Republican 
Congress fares worse. On average, i t earned a C f o r i t s economic 
p o l i c i e s . 

Although economists are more conservative than other academics, 
professors tend to be more l i b e r a l than the general p u b l i c . Half the 
respondents voted f o r Mr. C l i n t o n . A quarter voted f o r Republican Bob 
Dole. And 25% voted f o r someone else or di d n ' t vote. 

The p o l l asked economists about issues outside t h e i r s p e c i a l t i e s , and 
several questioned the value of t h e i r own opinions. "There i s tremendous 
u n c e r t a i n t y among research economists about the macroeconomic e f f e c t s of 
p o l i c i e s , " says Eric Leeper of Indiana U n i v e r s i t y . "This u n c e r t a i n t y i s 
r a r e l y r e f l e c t e d by economists interviewed by the press." 

The p o l l found s t r i k i n g l y l i t t l e consensus on some issues, such as on 
ways the government might l i f t incomes of poor people. "We s t i l l don't 
know how much importance to attach to the various causes of the slowdown 
i n . . . growth and the widening of the income d i s t r i b u t i o n . Anyone who 
says otherwise i s o f f base," says John McDonald of the U n i v e r s i t y of 
I l l i n o i s at Chicago. 

About one i n three say boosting the nation's economic growth rate a 
modest one-quarter percentage p o i n t would do a l o t f o r the poor. Roughly 
as many p r e d i c t t h a t spending more on education and t r a i n i n g or on the 
Earned Income Tax Credit — the $28 b i l l i o n a year i n tax breaks and 
cash bonuses f o r low-wage workers -- would be a b i g help. 

About h a l f , 51%, say pursuing welfare reforms enacted l a s t year would 
have a major or minor negative impact on the poor; 41% say i t would have 
a p o s i t i v e impact. 

On some other issues the survey found strong consensus: 
-- More than 60% oppose making p r i c e s t a b i l i t y the Federal Reserve's 

sole o b j e c t i v e , as some i n Congress have proposed. The Fed now i s 
charged w i t h maintaining maximum employment, stable prices and low 
long-term i n t e r e s t rates. 

-- More than h a l f say some Social Security funds, now invested 
e x c l u s i v e l y i n Treasury bonds, should be invested i n the stock market, 
as advocated r e c e n t l y by a feder a l advisory commission. Two-thirds favor 
proposals a l l o w i n g i n d i v i d u a l s to d i v e r t some p a y r o l l taxes i n t o 
i n d i v i d u a l investment accounts as the i n d i v i d u a l s choose. 

Among p r a c t i t i o n e r s of what's sometimes c a l l e d "the dismal science," 
there's a s t r i k i n g degree of optimism. One i n f i v e of the economists say 
the unemployment r a t e , now at 5.4%, can dip below 5% without sparking an 
i n f l a t i o n a r y outbreak. Most others say i t can sa f e l y remain below 5.5%. 
Only a few years ago, many economists thought a jobless rate below 6% 
would spark i n f l a t i o n a r y wage increases. 

And compared w i t h the p u b l i c , economists are more o p t i m i s t i c about 
prospects f o r t h e i r c h i l d r e n . Seventy percent expect t h e i r c h i l d r e n ' s 
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generation to enjoy a higher standard of l i v i n g than they do. Only 47% 
of the p u b l i c agrees, according to a Wall Street Journal/NBC News p o l l . 

I n p r i n c i p l e , the economists favor fewer r e s t r i c t i o n s on the labor 
market -- except when i t h i t s home. Some 54% say the recent minimum wage 
increase wasn't desirable and 55% say the recent round of corporate 
downsizing i s good f o r the nation's economy. But only 24% favor 
a b o l i t i o n of academic tenure. 

Survey d e t a i l s are a v a i l a b l e on The Wall Street Journal I n t e r a c t i v e 
E d i t i o n (http://wsj.com). 

I f the f e d e r a l government wanted to increase the long-term economic 
growth r a t e , which one p o l i c y would have the most impact? 

Spend more on education, RiD 43% 
Reduce government spending as share of GDP 10% 
Replace income tax w i t h consumption tax 8-% 
Spend more on i n f r a s t r u c t u r e 7% 
More deregulation 6% 
Cut marginal income tax rates 6% 
Cut c a p i t a l - g a i n s tax 5% 
Balance the budget by 2002 5% 
Not sure/other 10% 

I f a c r e d i b l e plan to balance the budget by 2002 were enacted, by how 
much would the y i e l d on 10-year Treasury notes f a l l ? 

0.1% to 0.5% 35% 
N e g l i g i b l e amount 21% 
More than 1.1% 21% 
0.6% to 1.0% 15% 

What has caused the widening wage i n e q u a l i t y over the past 15 years? 

% OF ECONOMISTS SAYING 
HAS HAD A MAJOR IMPACT 

Technological change 80% 
D e t e r i o r a t i o n of p u b l i c schools { 35% 
I n t e r n a t i o n a l trade 32% 
Changing demographics 19% 
Decline of unions 11% 
Immigration 7% 
Declining minimum wage 5% 

Do you expect your children's generation to enjoy a higher standard 
of l i v i n g than your generation? 

ECONOMISTS PUBLIC 

Yes 70% 43% 
No 18% 47% 
Not sure 12% 10% 

How s a t i s f i e d are you w i t h the state of the U.S. economy today? 

ECONOMISTS PUBLIC 

Very/Somewhat S a t i s f i e d 82% 60% 
Very/Somewhat D i s s a t i s f i e d 17% 31% 

• Not sure 1% 2% 

Source: The Wall Street Journal p o l l of academic economists 

Journal Link: For the f u l l t e x t of the p o l l of economists, see The 
Wall Street Journal I n t e r a c t i v e E d i t i o n at http://w3j.e0m 
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ln the new economic environment. production workers are more highly educated and work with a 
larger and more educated team to meet new competitive requirements. 

• From line workers use more autonomy and skill in combination with flexible 
technology and work processes to produce more per worker. In 1930 the value of 
output per production worker in manufacturing was $22.000 compared to an output 
per shop floor worker of $60,000 in 1993. Over the same period, the number of 
shop floor operators as a percent of the labor force has dropped from 27 percent to 
15 percent 

+ In order to meet new competitive standards. more highly skilled and productive from 
line workers are teaming up with a growing number of more highly educated 
workers. In 1930 for every production employee there were 12 non-production 
workers in various industries necessary to make. me final sale; 4 more blue collar 
workers in transport~ and 8 more highly educated workers in clerical, managerial, 
professional, and technical functions. Today, for every production worker it takes 
21 nonproduction workers to meet new competitive standards. None of the 9 new 
workers are blue collar and all come from more highly educated sales, managerial, 
professional, and technical occupations. · . , . 

The need to meet new standards by installing flexible technologies and high-performance work 
systems has accelerated basic changes in rhe saucrure of occupations favoring jobs that require 
education beyond high school. 

• Between 1962 and 1992 farmers and production workers as a proportion of the total 
work force declined by 4 percent and 10 percent respectively. Only 5 percent of the 
decline in industry and farm jobs was due to increased inlports. The vast majority 
of job losses was due to productivity increases th.rough the installation of new 
technology and modern work practices. 

t Over the same period, service workers increased by less than l percent. 

• Virtually all of the increase in jobs since 1962 occurred among occupations chat 
require college-level literacy and math skills. Sales, clerical, and administrative 
support workers increased by 6.38 percent. Managers, professionals. and technical 
workers increased by 7.4 percent. 

• The shift to more highly educated workers was wiiversal among American industries. 
For inswice, today there are more managers, professional, and technical workers in 
service industries than there are production workers in manufacturing. 

• Over the past decade, the scarcity of skilled workers has pushed up wages of those 
with postsecondary degrees and an oversupply of less skilled labor has driven down 
the wages of those with high school diplomas or less. College/high school wage 
differences doubled during the 1980s. -

10 
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t Unemployment rates for college grads are at 3.2 percent compared with 6.8 percent 
for high school graduates and 11.4 percent for high school dropouts. 

F. 4 

• Between 1992 and the year 2000. 89 percent of the jobs we will create will require 
postSecondary levels of literacy and math skills while only half the new entrants to 7¢7 
I.he labor force are likely to possess posrsecondary liceracy and math skill levels. As 
a result, we should expect to see a continuauon of the pattern of a surplus of low-
skilled workers and a scarcity among high-skilled workers and an accelerating 
divergence between the wages of skilled and unskilled workers. 

t Between 1992 and 2000, we will likely create 13.2 million new jobs, while losing 
about 1. 3 million farm jobs and another half million production jobs to modernization 
and increased productivity. 

t Of che 13.2 million new jobs, only 1.5 million, about 11 percent of new jobs created 
before the end of the cenrury will come in relatively unskilled service delivery 
occupations. 

• The remaining 89 percent of the jobs, about 10.7 million, will come in occupations * ·_· 
that require postsecondary levels of math and literacy. Among these 5. 4 million jobs, 
about 41 percent of all new jobs, will be created in sales, cle~ical, and administrative 
support occupations. 

t The largest share of new jobs will come in managerial, professional, and technical 
occupations. We will create about 6.3 million such jobs over the period, about 47 
perct:nt of all new JObs. Interestingly, more than 80 percent of these new managerial, 
professional, and ieclutical jobs will be created in service industries. 

. .. 
t Education barriers have dramatically reduced the ability of "trickle down" from 

economic growth to improve prospects for less educated workers, Simply increasing 
demand for more workers does not reduce poverty because the new jobs created 
require higher skill levels than typically found among poor Americans. For instance, 
in the 1960s, rapid economic growth reduced poverty rates by 10 percent. In the 
deficit~fmanced boom of me 1980s, however, the rising tide of economic growth did 
not raise all boats. By 1989 poverty had risen by a full 1 percent over the 1979 
level. 

• In the 1950s and 1960s, a single production worker with a high school diploma could 
earn a "family wage" -- enough money to support a spouse and child, buy a car. and 
own a home, In the 1990s it rakes two earners with high school plus two years of 
postsecondary education to achieve the ''family wage." 

Integrating Academic and Experiential Learning 

Available evidence suggests that the lack of transferabilicy of academic learning into real-world 
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