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" " WASHINGTON, D.C. 20548
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(. , »
The Honorable Charles B. Rahgel * o g

HouSe of Representatives . ' B

-
. %o

Dear Mr. Rangel: Vo

.
"

This repott responds .to your request that the General
Accounting Office investigate the extent and severity of the
teenage unemployment problem. - The study is.based on both
published reports and original work. It includes analyses
of the high rate of teenagé unemployment, teenagers in need
of labor market services, teenage unemployment and participa--
tion, the effects of teenage unemployment on crime and future
opportunities, and the mix of services needed to combat teen-
age labor market problems. - . -

"We requested comments, from the Department of Labor,> the
Departhent of Health and Human Sefviaes,‘the Department of"’
Education, and the Council of Economic Advisers. The comments
of all” agencies except the Cduncil of Economic Advisers, which
did not furnish comments, along with our response to them,

@re included in the report, ° . g

As arranged with your office, unless you publicly announce
its contents earlier, we plan,no further distribution of this
report until 30 days from the date of the.- report. At that *
time we will send copies to interested.parties and make copies
available t6 others upon request. ., )

[

Sincerely yours, s
°

+# Morton A. Myers
‘ ¢Director :

~
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GENERAL ACCOUNTING OFFICE . LABOR MARKET PROBLEMS' OF
REPORT TO THE HONORABLE TEENAGERS RESULT\LARGELY
CHARLES RANGEL/ ! Lo ) FROM DOING POORLY IN
UNITED STATES HOUSE OF . SCHOOL . N \.
REPRESENTATIVES . . '
DISEST " ' -
. ° ' i
In recent years, teenage unemployment, par- < ¥
ticularly for black. teenagers, has caused ' -
'~ concern among policymakers. Underlying this o
© concern has been the sharp increase in the ¢

black teenage unemployment rate‘ since 1970
and ‘a coincident increase in’ crime among all
teenagers. This report results from Congresst
man Rangel's request that the General Accounting
Office .(GAO) investigate the extent and, severity
of thq teenage unemployment "problem. It includes N\
> ' an,anajlysis of . N ~
+
--the significance of the high rate of teenage
unemployment, . . -
—--the size and characteristigcs of the group of
teenagers in need of help,

©

-=the causes‘of teenage unemployment ahd labor ,
force participation, )
--the racial differences in teenage unemploy- )
- . .. : . 2
gpent and labor force participation, :
n . ' P .

f—the effects of teenagée unemploymeht on future - C.

. “labor market oppb?tupitfes and criminal be-~ .
havior, and C T
A3 LY - ® . » »
--the mix’of‘$érvices néeded to combat these : o
problems. . - : ‘

.
- . N

THE. SIGNIFICANCE OF TﬁE HIGH ‘ , °
TEENAGE UNEMPLOYMENT RATE o i g

3 . * . ~ [ .

From 1949-80, the unemployment rate of white ’Q
male teenagers remained about three times higher ‘
* than that of adult males, and because of this, ’

) some analysts have assumed that teenagers have*
serious and widespread labor market problems.
However, detailed analyses of available infor- '
mation indicate that much of. the difference in - .

* these rates can be attributed to teenagers vol-
untarily leaving jobs and the.labor force. )
Many teenagers do have significant.labor market .

. probléms, but the unemployment statistics do nof> -

J .
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by themselves, indicate well the number of teen- > -
agers who are experiencing, them (see page 3). '
< \ .
It is necessary to distinguish between teenagers'
employment status and labor market problems. In
addition to those who are involuntarily unem-
| ployed, many- teenagers with employability prob-
lems (both current and potential) are emplbyed
and others are outside the labor force. .

. N . Unemployed teeﬁagers are bnlf a small fraction

' of all teenagers.(see page 5). Unfortunately,
however ,. this relatively small’group is heavily
concentrateq among poor and black people. Thus,
for black teenagers, high unemployment in itself
indicates-a serious labor market problem (see )

page 13). '
—_ K ‘ , L
. NEED FOR TEENAGE EMPLOYMENT . - .
. ,AND TRAINING SERVICES Cos T Yo ’
° Ascertaining the need for teenage employment
services'is A subjectivé, but critical, step . .
- = " in understanding the importance of -the teenage o ¢
unenriployment problem. GAO prov1ded a rangg )
of estimates (see page 33). . \

? (Y
. . GAO concludes that using labor force and employ—
. mént status as the\wajor criteria for need is
not sufficient. A Marge,number of teenagers
lack the basic reading, writing, and.computation
skills required to compete and succeed in-the i
<-job market (see page 34). Estimating n®ed thus : ’ \
requires a detailed analysis of the educational B .
1- achievement, labor force status, and demographic
*  characteristics of teenagers. Using these
characteristics,  GAO estimates that approx1mately
962, 000 economically disadvantaged teenagers
{16-21 years old) with a high school degree or
lower atFainment are most in need of Federal’
. - oass1stance (see page 39). This does not mean that
a program to prov1de the ass1stance will have
.to serve-. this many teenagers every year. Rather,
thé number in need in subsequent years will de- A
pend on how long the average teenager requires B .
. ass1stance (see page 42). Y T
. . - . ’ N . N
FACTORS THAT CAUSE TEENAGE‘UNEMPBO&MENT cy - -
gy . . & - .
GAO attempted to ident{fy the important causes o ‘ Cot
of teenage unemployment and labor force part1c1— , Y 5 e
pation (see page,47). . . - «

~

~
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i This analysis showed that family income and -
living in a housg that receives Aid for Famillies
with Dependent Children (AFDC) are closely tied

t0 unemployment and nonparticipation among all
teenagers. ’

.
- A .

RACIAL DIFFERENCES IN TEENAGE UNEMPLOYMENT .

’

'GAO found that racial differences in teenage’ unem-—
‘ploymant outside the South have been very large

at least since 1940. Surprisingly, non-white
unemployment was lower in the South than white
unemployment from 1940-1950. Since 1970, how-

. . ever, the difference has increased abruptly in

all regions of the country (see pages 13-16).

GAO could find little evidence of what caused

racial differences in teenage labor participa-

tion.' Discouragement appears to be only a small '

part of the problem (see pages 17-20). However, « ’ *
" teenagers who lack personal qualificat$ons to ‘

hold a job may, after a few bad employment, ex-—
. periences, drop out of the labor force. Thus,
discouragement due to poof qudlifications may
be 'a factor (see chapt%; 4). ° :

. Analysis of other causes provides some additional !

'+ evidence on this issue. It shows that, among -

. outsof-school teenagers, almost three-fourths .
of the facial difference in labor force partici- N "
pation is explained by family background. The
analysis also suggests-that the growing percentage,
of black teerfagers,in households receiving AFDC
benefits since 1960- may have been a cause of the
"relative worsening of their labor force partici-
pation and Gnemployment rat®s in recent years. - .

EFFECTS OF TEENAGE UNEMPLOYMENT. ON FUTURE
LABOR MARKET SUCCESS AND ON CRIME ’ , ¢
. : 7 - .

t
Teenage unempldyment does not seem to have an . - .
adverse effe¥t on future labor market oppor- )

tunities, even for out-of-school teenagers (see v ‘

Y

_ page 64).- » ,

~

The claim that a téenager's'inability to find a T
job cay have an effect on his or her inclination :
to commit a crime seems plawsible. However, evi- s
) dence on the causes of crime does not shed any )

. light on how important the effect of “'unemployment’

“is. fThe studies that suggest it may be impprtant .
are flawed statistically and the studies that do '
not have these flaws deal with things other than
unemployment (see pages 69-75). ~

°
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Inability to find a job is not the only factor
potentially contributing to crime. Being unable
to .qualify for & job would logically seem much’
more conducive to criminal behavior, but, because
of insufficient data, GAO was not been able to

.analyze this group. Teenagers unqualjfied for

jobs are a serious social problem even if they
do not commit crimes (see chapter 3);

&
Finally, the difference between low wage jobs and’
unemployment might be important. A "job-qualified"
teenager might not be driven to crime by & ‘moder-
ately difficult period of unemployment, but depend-
ing on aspirations, the prospect of a lifetime
of modest or low paying jobs might make crime

attractive.
L

CONCLUSIONS
Based upon analysis of changes in the ehployment
of teenagers, GAQ concludes that the recent
Federal emphasis on subsidized jobs should be
shifted toward finding services that will improwe
scholastic achiévement in order .to make teenagers
more qualified for-i;bs. Trying to find out

¢ how to bring about changes in scholastic °

aghievement is difficult. Therefore, GAO has
po recommendations for spec1f1c remedlal programs.
Recognltlon is given to the Possible need f
additional} research into‘the precise compo tlon
,0f the remedial and informational serv1ce mix
for dlsadvantaged youth.

> @ v .
The analysis indicates that‘among out-of-school
teenagers, living in a welfare household had,
a large- effect on the likelihead of labor force
participatjon. This could mean. that the work
disincentives associated w1th'the current« AFDC
program may be* réducing the labor force part1c1—
pation of out-of<school teenagers, in general“
and of black’ teenagers in particular.- A possible
remedy for this problem would be changlng the rules
of the AFDC program to ighore-all earmnings of
dependent childrien regardlesgtaf school status
when determining the family's entitlément. The
Iabor forece participation of AFDC teenagers KR
mlght then increase. GAO thinks thatsthought
-should be givén to maklng changes in this direc- -

tion. .

' GAO ‘concludes that research and development

activities are neeled in the ‘fpllowing
areas: ' - . »



\

--developing data bases that contain detdiled
historical information on educational achieve-
nt and labor force information,

. '

--analyzing the typés of jobs performed by
teenagers and young adults to assess the
quality of the work' experience gained, and-

5 .
—--developing special suryveys of teenagers that
analyze the connection between labor market
. experience and .criminal behavior. :

o AGENCY COMMENTS ‘ —_— v
GAO sent copies of the draft report to the De-
partment of Education (ED}, the Department of
Health and Human Services (HHS), and to the.

- Department of Labor (DOL). Their comments and
GAO's responses are in appendix IILI, )

’ X
ED agreed with all of GAO's conéiusions and
made some detailed recommendations for particu-
“ lar programs. GAO does not concur with all its
suggestions.’ §

i
\

HHSdisagreed with GAO that the earnings of out-
of-school youths in the AFDC program be ignored
when the-family's benefit amount is determined.
HHS feels that the existing regulation’is an
‘important, incentive for youths to stay ,in school."
GAO understands HHS' reasoning but believes _
.that a revised regulation could e tested in
several States. GAO recognizes that Youths
need to obtain an adequate skill level -in reading
and\mathematics before leaving school. However,
- GAO does not feel that eliminating the work
disincentive in the AFDC program will tempt
significant numbers df affected youth who are
benefitting from. staying in s¢hool  to drop ‘out.
On the other hand, GAO does feel that many recip-
ient youth who have left school® and are nok
working will enter the labor force--a gain to
society and to the individual. DOL agrees with
GAO that the work disincentive be eliminated
(see appendix III). -

> .

DOL does not agree with the GAO conclusion that
other ways of identifying and delivering education
. and training services to disadvantaged teenagers s
should be studied, nor does it agree that more
research on the link between teenage "unemployment
and crime should conducted. GAO believes that
research in both areas, is badly needed. . -

-
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"CHAPTER 1 ' ‘ L e

INTRODUCTION

‘ -

o
s

! Teenage unemployment has been one of the Jlong- lastlng con=-
cerns of policymakers. In recent years, this concern has in-
creaseéd. The official measured rate of teenage ynemployment has
always 'beeh cons1derably higher than that of adults; the rate of
unemployment among black teenagers is even higher. Government
programs, first establlshed in the early 1960s to focus on labor
market problems of teenagers, have greatly increased in the last
few years. Underlylng these escalat1ng concerns has undoubtedly
been the ﬁharp increase in measured unemployment among black teen-
agers since 1970, along with a coincident rising crlme rate among
all teenagers. o i
4 ! - 8
OBJECTIVES, SCOPE, AND METHODOLOGY @ .

-

This report results from Congressman Rangel's ‘request that we
study the-private and SQC c1%, costs of teenage unemployment and )
determine the costs of mdunting a jOb and training program to .
combat the problem. Before estimating program costs, however, We
needed to find o t more precisely who among all teenagers needs
help from the Governmenf; how those people can be helped, and the -
best way to provide that help. For social costs assoc%atea with )
teenage unemployment, we summarize what is known and not known
and describe how dec1s1onmakers can apply this knowle%;e— alY

v

this information is a- prerequisite to understanding t costs
of téenage unemployment and must be successfully handted before
any compréhensive costagnalys1s can be made. q' ‘
In defining more precisely the nature of the problem, we °
attempted in chapters 2 and 4 to discover exactly why teenagers’
are unemployed and how serious a preblem it represents. We
looked at the determinants of racial differences in unemployment.
To assesS the factors causing teenagers to be unemployed, we
used multiple régression analysis 1/ as well as a detailed analy-
sis of labor force, educational, and demographic data supplied
by the Qprrent Population Survey (CPS) 2/ and the Department of
Labor (D®L). We were then able to estimate, how many teenagers
could benefit from job and tra1n1ng programs. '

®
A

»

¥/Multiple regression analysis is a statistical technique common-,
ly used to isolate the individual influence of several variables
on one particular variable. This technique is used in chapter
2 (p. 20-21) and in chapter 4, where our own work in presented
in detail. o

2/The CPS is the official monthly household survey conducted by
The Bureau of the Census. : Numerous official statistigs ang -
reports are derived from the survey.

+ 9
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" . « In formulating our need atfalysis. (chapter 3), we reyiewed
other attempts at defining need and assessed other researchers'
criteria., We, present many need estimates of our own using varying
criteria. The criteria used included (1) labor force status ang
demographic data, (2) length and reasons,for unemployment, and .
(3) educational attainment and achievement. On the basis‘of our -
"analysis in chapters 2 and 4 these varying criteria were then a -
analyzed and ‘critiqued, and we selected our most preferred esti-
mates of the number of teenagers.in need. An 1mportant by-product

. of our analy51s was, developing a better approach toward estimating

p the size and characteristics of.those teenagers with serious
-2labor market problems. The approach stresses measures of illiter-

~ acy as much as, if not more than, measures of unemployment. °
To determ1ne the social costs of teenage unemployment we

examineéd whethér effects beyond immediate loss of income exist and

whether there is a link between teenage unemployment and crime.

To determine possible long run effects of teenage unemployment, .

we used the findings of studies that used longitudinal data, i.e.,

data gathered by researchers who observe the same individuals in .

sithations over a long period. _-When trying to discover whether

an unemployed teenager would turn to crime, we discovered limita- * ., .

tions with the statistical methodology used by the various

R researchers we stud1ed (see chapter 5.)

-

. Most of our f1nd1ngs involve negatlve assertions’ and clari-
fications rather -than pos1t1ve statements about, how a pollcymaker
can take action to cure a problem. For example, measured teenage
unemployment turned out, on closer ‘inspection, not to be a major
indicator of the labor market problems facing teenagers.ﬂ

o] /4 . . .
~ We féel that the basic problems relating to the empldyability
of the teenager, both as a teenager ‘and later in the ‘post-teen
period, should be the major focus of public policy. This is not
P . to say that the problem of a job-ready teenager finding a job is
nonexistent, but that it has a lower priority than the employabil-
ity issue. -Unfortunately we were not able to identify very pre-
cisely who the teenagers are that have serious employability prob-
; lems and what_the underlying causal factors were. We did attempt
) ‘a crude need analysis (chapter 3) that presents estimates of the
Te . overall size of this population-of youth and their distribution
) by poverty and non-poverty status. We were not able to correlate
measures of employab111ty-w1th measures of teenage crime or future
. labor market performance. Our findings with regard to these two -
dimensions of social cost relate to ‘the offi ial measures of
unempldyment, not employability.

f

-
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. ) . CHAPTER " 2¢

THE TEENAGE UNEMPLOYMENT PROBLEM: AN OVERVIEW -

,

»

In this chapter we examine four of the five main aspects
of our study: the significance of the hrigh measured rate of teen-
age unemployment, its causes, the racial difference in both unem-
ployment and labor force participation, and whether effects beyond
immediate loss of income exist (the social costs). The fifth
aspect, identifying the number of teenagers needing assistance
from Government programs, will be discussed in chapter 3.

THE HIGH MEASURED RATE OF TEENAGE UNEMPLOYMENT |,

Figure 1 shows the annual moyements and trénds in the white
male teenage unemployment rate and the rate for all adult males
20 years old and.ovér, from 1948 to .1980. 1/ Note how much
higher the unemployment rate is for white teenage males than for
adul ts--about three times higher over the entire period.:

Table 1 shows part of the reason why the teenage rate -is not
as low as the adult rate. For example, examine the new entrant
rate. Because many more teenagers are just beginnipg,to look for
a job, they have a greater chance of incurring a period of unem-
Rloyment from this source. Similar reasoning lies behind the ,
unemployment ‘generated by labor force turnover (re-entrant rate)
and leaving a job&%voluntarily. jMany teenagers leave the labor
force, then re-enter simply because they psMmarily go to schbdol,
not work. 2/ Note, finally, that there is'hardlywany difference

% .

in the rates for involuntary separation. B

-

»

However, the_levels of these rates ftquit, entrant, and re-
entrant) do not need to be as high as they are. For example, in =
England teengge unemployment is much lower. Less voluntary job

N ~
_X ‘ ] - :
- .

1/We restrict the.comparison here to‘ghite teenagers because black
teenagers have a much higher rate of uhemployment. 1In this *“
section we wish to focus mainly on the age factor; racial dis-
parities wild be analyzed in the next section. We also pay most
attention to‘males, because.female labor force,partic&pation
decisions are much more complex. .

\

" 2/The new entrant rate in table 1 exaggerates the importance of

this source, relative to the re-entrant source. According to
the Bureau of Labor Statistics, a new entrant is one who has
never held a full-time job, and is looking for work. Since
most teenagers hold part-time jobs, many of the new.entrant

- wnemployed have probably been in the labor force already, as
part-time job holders. , :

b
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Rate of Unemployment, by Sources of Unemployment
Annual Averade, 1980, By Both Sexes, 16-19, and Males, 20+ a/

Source of Unemployment Y Both Sexes, 16-19 - Males 20+
* . ittty (percentage)-———e—r——
\ . .
Involuntary separation 4.1 4.2
Voluntary job turnover : 1.7. 0.6
- Re-entrant 5.1 0.9
New entrant 6.8 0.2
TOTAL (Unemployment) 17.7 5.9

‘ a/This table shows the number 1n each subgroup of unemployment
L d1v1ded by the total civilian labor forcé for the total age

group. . -

a

/ Source: Employment and Earnings, vol. 28, no. 7, Jan. 1981,

Bureau of Labor Statistics, Washington, DC.
y .

and labor .force mobility occurs there, and probably lower new

~entrant rates as well. For example, one study 1/ reports thdt 1in

Britain most formal apprentlceshlps (which arg probably a much

more important source of skilled labor than iln the U.S.) must be

started by the time 3 person is-16. Thus, jok shopping or taking
- a few years to make up one's mind can be very stly.

“ The comparison between the United States afid England suggests
’ that two socioeconomic factors tend to make tgenage unemploymept
higher in the U.S. First, a high degree gf ocial and economie
mobility either exists or is perceived to éxist among teenagers.
Fewer are following "in their'’fathers’ foatsteps"; many who do
quickly decide to pursue other employment possibilities. This
exploratory activyity tends to generate additional unemployment
among teenagers' .as well as young adults. Sefond, the U.S. has a
very high level of per capita income. Thus, most U.S. teenagers
can choose to have more “leisure time than their foreign counter-
parts. Having a job is not a necessity for most U.S. teenagers
and this attitude generates the high labor force turnover rate as
shown in table 1. » :

(/ ' -

l/R Layard, "Youth Unemployment in Brlbfln and U.S. Compared,"
presented at the National Bureau of Economic Research Confer-
ence on Youth Unemployment, Alrlle, Virginia, May 17-18, 1979.

-
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One sociologist, after studying teenage unemployment in inner
cities, concluded ' : . .

Many boys are underemployed . . . because they value
leisure as much as money , which leads them to seek
only as much work as is needed to get by with enough
of each. Because many youth support only themselves,
! their .preference for underemployment may be based on
a reasoned calculation’ of self-interest. Why should

. ‘we expect ghetto youths to settle down at age 17 or

18 to the discipline of a year-round-full-time job
that, in effect, denies them the leisure for."iden- e
tity Building" we extend to college youths? 1/ B

Other evidence suggests that teenager labor forcé turnover
is mostly voluntary. According to CPS.data, when teenagers were,
asked what the maln reason was why.they did not work at all the
previous year or only part of thé year (] to 49 weeks), only a
very small percentage replied, "could not find work" (the per-
centage »0f adults responding with thig reply was mucn)greater)
Among .teenagers who were not in the labor force at the time of -
the survey, only about 2 percent responded that they wanted a’
job but could not find one. 2/ Thus, portion of the
difference between teenage and adult unem loyment rates due to
voluntary job and labor force turnover,max not represent the -
magnitude of welfare loss we msually hssocidye with adult unem-
ployment. 3/ . .

Low labor force participation Qsed not necessarily generate

‘high unemployment. It does so because teenagers tend to alternate

between being in.and out of the labor force. For example, ‘in
1977 about 72 percent of all students 16 to 21 years .old partici-
pated in the fabor force at some time during the year. However,
at any specific time during that year only about. 46 percent

. : . -~ . . .

' -

1/Edw1n Harwood, "Youth Unemployment&—A Tale of Two Ghettos%hxsgg
The Public Interest, no. 17, Fall, 1969, pp..78-87.

2/We assert that inability to find a job is not in impdrtant

factor in the high teenager labor force turnover. Some econo-
mists,disagree with our view; see Kim Clark and L. Summers,
"Dynamics @f Youth Unemployment," a paper presented at the
National Bureau of Economic Research Caonference on Youth Unem-
ployment, May 17-18, 1979 Alrlle, Virginia.

3/These voluntary factors probably dofnot explain the entire dif-

ference between the teenage and adult rates. Mincer' and Leigh-
tont, Labor Turnover and Youth Unemiployment, Working Paper #378
(Cambridge, Massachusetts: National Bureau of Economic Research,
1979), show that for out-of-school teenagers and adults, factors
like being new to the labor market account for some of the
difference. - {
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were participating.” For adult males the two percéntages were
practically identical. 1/ T
. N :

. Teenage unemployment differs fromcédult unemployment in two
other ways relevant for welfare qQemparisons. - Data onsthe inci-
dence and duration of unemployment show th®h teenagers have a
much higher incidence but a lower average duration peft unemploy-
ment -period than adults. One study 2/ estimates that ‘for male
teenagers in 1976 the average completed period of unemployment
was about 7 weeks, while for.males 25.to 58 years old it was 11
weeks. Data ®n part=time/full-time eﬁployment show that among
employed male teenagers about 67 percent are employed in part-
time jobs while the corresponding figure for employed adult

. males 25 to 54 is only 3.5 percent. A person undergoing a short
period of unemployment in search of a part-time 'job is not in
the same position as one Who suffers a longer period in search 5;
Of a full-time job. The "need" for a job may be less with the
former; therefore, all the pressures and tensions connected with
unemployment may also be less-

-

We do not mean to imp that serioJé periods of teenage unem-
ployment are not a problem; they are. owever, the periods occur
infrequently among all teenagers. Tabld 2 shows the’'magnitude
of the problem of serious periods of teeriage unemployment.

Although' they are not the only detetminants of the seriousness
of a period of uneiitﬁyment, the family income level ® the school -
status, and the leng®™ of unemployment are. important'. If we
count as serious all periods lasting 11 weeks,or more and include
the periods of both above poverty *and in-school teéenagers, the
total number of teenagers who had serious unemployment experien-
ces_in 1977 comes to abouti 1.3 million (about 8 percent of all
teenagers in 1977). 1If we take 27 weeks as the cut-off point for )
a serious period of unemployment and count only the unemployment -~ .
periods of teenagers who are both out of school and from families °

» with poverty ‘level incomes, the number drops to 74,000 (only '
0.5 percent of all teenagers), 3/ ‘ ‘

- % ' / . s " : 4
' - \

3

1/The fact tHat labor force turnover underlies the high teenage

" rate has been documented by a number of economists. See Mincer
and Leighton, ibid.:; Edward Kalachek, The Youth Labor Market,
Policy Papers in Human Resources and Industrial Relations, #12
(Ann Arbor, Michigan, The Institute of Labor and Industrial
Relations, University of Michigan, 1969). N

2/Clark And Summers, "Dynamics of Youth Employment," table 1.3,
p. 11. ‘ 4 . o

3/These are overestimates of long term unemployment’ ng teen-

- agers when the economy is at full employment. _Th year for .
which-these figures apply, 1977, was definitely still a reces- x
sion. year, ‘even though the economy was recovering from the ) ) ;
trough of the recession in 1976."

B H
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Table 2 e

- ! 2

Incidence and Duration of Hnemployment inal977,

By ‘School Status and Famiky Income:
All 16-19 Year 0ld Youths *
. ‘ - (000s omitted) .
s : - . s
: : . L Pove%;f/;ncome, _ . _Above Poverty Income
C. ’ No period i ' . " No period * o
‘ or { 11 * 11-14 15-26 27+ or £ 11  11-14 15-26 27%
School status " weeks weeks weeks weeks . weeks weeks weeks weeks
5 j ) - N N <
Major Activity: . - . ) ‘ o
In school "~ _ 1,179 22, .38 24 8,099 114 . '151 143
Majop Activity ° B . ", A o
Other : 746 - 31 7 71, 74 4,019 178- 281 - 203
s . . . . ) . _ ‘ 7
Source: Special ‘tabulatiom from the public use tape of  the Current Population

‘Survey of March 1978.
‘. had not completedsmore

The teenage population is 11m1ted to those who
than high school.
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However,» in dbsolute terms-.and in termsof black teenagers,
"the picCture is not so encouraging, even if we just focus on
serious periods of unemployment. Also, as we have gtressed, the
problem of teenage labor market adjustment is much rger and ,
mére complex than indicated by just looking at serious periods

~of(measured unemployment.

-

For most teenagers the significant problems relate to, the
less measurable aspects of labor market behavior--qualifying
for and holding a job.and making a successful transition from
schpol to work. Thé teenager must try to get a good education
in basic verbal and patZ:gifical skills while ip high school.

He or she must consider +the)options after high school=-vocational

" “training, college, a job, or the military--and find out how sat-

isfactory they are. Teenggers who have serious problems in any
of fhese argas cut across all employment status categories. 1/
Some will suffer serious long-term unemployment but others will .
incur only short periods of unemployment, be outside the labor

force, ?r employed (see chapter 3). .o
oo ~ —
CAUSES

.
v

Although most periods of measuTred teenage unemployment are
not lengthy, we would still like their incidence and duration to
Bbe minimal. ©Once a teenager begins to look for a job, the proc-
ess shopld takeras little time as possikle. -

8 < =

Figure 1 (see p, 4) shows that teenage unemployment, like
adult unemployment, has a significant cyclical component. The
declines and slowdowns in aggregate demand that occurred in
1953-54, 1957-58; 1969-71, and 1973-75 are cleklrly reflected in
-swings in the teenage rate. 1Indeed, the¥cycle has a larger
effect on teens than on adults, not Because teenagers are in
cyclically sensitive Industries, but because firms tend to have
so little invested in them (e7q., training on the job, experience,
hiring costs, etc.).. Thus, at .the first sign of slack demand,
teqnagers’are laid off. Adults, who tend to be in cyclically

. sensitive industries, have valuabie training.as well asfother
attributes that firms do not want to lose. Therefore, many -
adults are not laid off until the_decline inh demand becomes more
protracted. . =

s

L 4

) When a level of unemployment is reached such'-that further
ihcreases 1in aggregate spending will cause accelerating inflation,
that rate is usually referred to as the "full employment" unem-

aploymentmggte or, in some instances, aa the "natural rate" of
unemployment, JHis>does not mean that public policy can do
nothing to reduc&wunemployment further but that such reduction’
cannot be done by simply increasing the general leyey?of_monetary

7

1/Employed; ;ookiﬁg for work; out of the labdr force, want a job;
out of the labor force, do not wann<ijob.

. 9, ] i
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demand for goods and serviqgé. Other factors must be mamipulated.
Many diverse causal factors.underlie the level of a group's full
epployment unemploymen; rate. _For teenagers, the main reasons
are: (1) the special voluntary factors mentioned abeve=--weak

- labor force and job attachment; (2) the newness to the labor
market (includingtunfamiliarity with how to go about finding a ) :
<~ job); (3) barriers to downward wage cost flexibility, the most ~ :

important being the minimum wage laws; (4) shifts in the ldca-
tion of jobs by industry and localg (e.g., urban vs. suburban);
(5) Mack of basic qualifications (reading and writing skills);
and (6) discrimjination. (Most of our findings on these factors ;
will be discussed in the segtion on racial differences, p. 133)

’ ]

A \ e " : .
. ! Public jobs programs —J ‘ e
| T

One Federal ﬁrogram thht appears to be aimed at reducing the
full employment unemplayment rate of teenagers- is subsidized
public jops. However, we conclude that there may-have been. prob-
lems in executing this approach. When_ teenage unemployment is
& at its full employment level, most unemployment is associated r~
with short-term job turnover. No overall lack of job vacancies
*relative to the number unemployed ‘exist. Still, sage teenagers
. +*will have serious difficulty finding and holding joBs even in
: a tight labor market (e.g., because they lack basic rgading and
writing skillé),. And, if the public job programs tHat bemnefit * ,~ °¢
teénagers, which have mushroomed since the late 196Qs, were .
. targeted on this subgroup of tmemptoyed teenagers, then the
. objective of reducing the full employment unemployment rate
. for teenagers could be achieved. However, if the programs are
not so targeted and instead are filled primarily with "job
ready"” teenagers who are heading quite rapidly for.# private.-
sector’'job, then these public jobs will only tend to reduce,
2 employment in the.private sctor and have very little effect
on the overall raté\of\unemp}oymgn%4’ Tables 3 d 4 show.some
data suggesting that this effect may have actually gccurred.’ 7

N Loy ‘

- Table 3 shows data on trends in the pattern of te€enidje em-
‘=§goyment changes over the summer months. In the early 1960s, ho
-~ large-scale summer.Federal jobs programs existed for teenagers. ~°
By the late 1970s, a number of Federal»summer .Jjobs programs were ~ /
providing about 1 mfllion, summer jobs across the country. But the
comparison of the increase in summer employment in the two periods
(1960s vs. 1970s) indicates they are about” the same. One might
have expected the large growth in,the summer jobs programs to ’
have increased teenage employment in the summer months. Jour -
analysis above provides one plausible hypothesis to explain this ., ,
lack of growth--the jobs have gone mostly to teeﬁa ers who would
have been employed quite quickly in the private secCtor in, the
~—absence of the Federal program. Of.course, this single compari-

son does not prove the case. Perhaps the summer émployment

incréase woupld have declined in the absence of the public jobs * .

programs . e ‘

- ——
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L] - p)

L Teenage Employment Chamges During the Summer Months,
Males 16-19: SelectedgYears 1960-78

- g (percentage) . .
/ . . May to June a/ . June to July é/“
/ Year (_E/AP ) w.100 (_E/AP ) w.100 X
1960 T 22.5% ©8.7% )
61 _ 22.7 ) 8.1
62 .- .20.2 o 10.2
Ra . e . .
1976 3 16.5 ° ’ 7 13.9 )~
77 1871 : -~ 1243
-~ 78 - - 22.6 , 9.3
a/ E = change in employment; May to June and June to July.

5
3
o

available pool--number of teens out of the labor force
or unemployed in May of thé year. . #

Source: Selected issues. of Employment agd Earnings, U.S. Depart-
ment of Labor, Bureau of Labor Statlstips. :

] The data.itr table 4 show that the volume of nonsummer public
jobs for teenagers increased about tenfold between 1970 and

1980,1/. But did this increase lead to any feduction in long-
term unemployment among teenagers? - In 1973, which was; close to.

a full employment year, 184,000 .teenagers 16 to 19 'years old

were out-of work for 15 weeks or more in the March survey“week.
In Barch 1979, another full employment year, 235,000 teenagers

“1l6 to 19 years ol were unemployed for 15 weeks or more--an in-
- treasg of 27 percent. During this same period the labbr force of

te€enagers 16 to 19' years old incredsed only” 13 percent, so that
the incidence of long term unemployment among teenagers actually.
incrfeased significantly over the period that public jobs for teen-:
agers were increasing dramatically. 7

Other factors could have increased teenage unemployment: over
the period, so that in the absence of tHe public jobs program,
long term teenage unemployment might have increased by even more.

One such f2ctor was changes in the minimum wage law; in 1977, the .’

coverage of the law was signiE}cantly extended. Economic theory
would suggest that this would”increase teengge unemployment, but
by how much cannot be said with Certainty. It\Is not likely that
this effect could have been large enough to.have accounted for

N » ._

.

=
v

e /

A}

1/0ne major reason for this increase is the economic stimulus
package of President Carter. °~ . N

e
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v ] ) - - ) Table 4 L R
Est1mates of Ndnsummer Public'Job Slots
- Filled "By Teenagers W ) . .
Fiscal , Program Outlays Estimated Number of
- Year _ (millions) ‘ Job Slot Years-a/
. w1970 - - s 98 . f =T 30,600
‘ .1971 T 95 ‘ - 29,700
- . 1972 Lo 125 e - 39,000
? 'op./ . * . ) . . »
. k . ‘ . e °« ¢ o -
. 1975 4 465 L 110,000
1976 . . 989 o . 215,000 .
. 1977 : 827 _ ‘ . 180,000 - .
~ 2.1978 ) . - 2,000 377,000 )
1979 2,219 - 382,000 . -
. 1980 1,860 - : 300,000
4 a/Outlays’ are converted to job slots by d1v1d1ng total outlays by
’ ﬂtthe prevailing Federal minimum wage times 2,000. The result is
- "slot year ," which generally understates the number of teen— .
agers "who actually .participate since the average t1me spent par- .
ticipating is less than l-year. o .
I 2
b/Data for these years were not ava1lab&e in the required detail.
Source: . -Data on program outlays ‘for 1970-72 are from Spec1a L
+ Apalyses: Budget of#®he United. States, chapbter on e
.Employment and Tralning Programs.. Data for 1975-80 ate
from special tabulations prov1ded by. the budget office .
' of the Employment and Training Adm1n1strat1on, u.s.
Department of Labor. . ) .o
.. both the observed 50,000 increase in long-term unempleyment and .

the approximately 300 000 increase in public job slots between

1970 and l980 It would appear that some fraction of the 300,000
increase in non-summer public jobs was not targeted on long-térm
unemployed teenagers. 1/ This -fraction 1s'ha?q to estimate with-. .

v . ’ » ¢ .
. . . ]

1/Sgme data from spec1al surveys of teenagers also support this ’.
A suspicion..  The surveys show that the educational Ievel reached
by. teenagers who occup# the public job slots doesg not differ .
s1gn1f1cant1y from the’educational level of those who did noty °
participate in Federal employment and tra1n1ng programs. (See
Michael Borus et al., Pathways to the Future: A Longitudinal-, fa
Study,of Young Américans, €enter for Human Resource Resedtch,
Ohio State Un1vers1ty, 1979.) This, of course, may not be

significant given that few”teenagers are "left back: Clearly,
. \test score data of some kind are required. R ] .

| . N ¢ . e .
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> ,. the same labor force partlclpatlon rate as-white teenagers, by

4 &

&

out much more research. .We feel that the magnitude of the frac-
tion ‘may be significant.

RACIAE DIFFERENCES - )

-

- Unemployment has been the most. pers1stent economic difference
between blacks and whites, especially among teenagers. Indeed,

in the aggregate U.S. data (see,figure '2), the pattern of the

long run trénd seems to defy all reason--unemployment rates were
similar until the early 1950s; by 1980, 18 percentage points sep=
arated the two rates (black males 16-19 vs. white males 16-19).
This difference increased during a time of greater awareness

of racial discrimination, when steps were supposedly being taken
to reduce the diffesence.

¢ Another nagglng problem with this trend is the widespread
belief that the difference between the two rates greatly under-
states the true difference. This.belief is caused by the very
large difference in labor force participation rates; many feel
that this represents large numbers of discouraged black teenagers
who would be willing to work at reasonable wages if they could on-
ly find jobs. This difference in labor force participation rates;

- like the unemployment rate difference, also emerged quite abruptly

by the early 1960s. By 1979, the labor force difference among _-
males (16-19) had grown to 20 percentage jpoints--43.9 percent for
blacks versus 64.8 percent forawhltes. '

The potentlal 1mplrcat1onSafor unemployment rat& differences
are very large--e. ., if black teenagers .are assumed to exhibit

counting enough black teenagers'who were outside the labor force
as unemployed, then the unemployment rate for black males (16-19)
in April 1979 would have risen from 32.5 percent to 56.7 percent.
The rate for white male teenagers was 13. 3 percent during the dame
month, so the true unemployment rate difference might be as large
as 41 percentagé points.

L4

Is this poss1ble7 Could it be that 25 to 30 years ago black

land white teenagers in the same labor market who wanted a job had

about the same probability of finding one? And theh, after dec-
ades of what appeared to be progress in . many areas of civil and
ecpnomic rights, the probablllty for a black teenager has fallen
,to only one-half that of a white teenager’ We present analyses.
“of some familiar data that, while they do not completely explain
the trend or the level of the d1fference, do prov1de some clarifi-
cation of th1s very puzzl1ng situation. ‘

Long-term trends in the ‘ ’

unemployment rate difference

~Up until 1954, black and white teenage males had about the
s@me average unemployment rate. While the quite sudden .appé€arance
"of a difference in the countrywide data has been w1dely44n&er-
preted as representing an abrupt and general deterioration ih
P -
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-"Figure 2
Unemployment Differences, 1948-80-
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market conditions facing young black males, nothing could be more
misleading. The reason'is shown by the data in table 5, whi;h
gives teenage unemployment rates by color (white and nonwhite)
and regjon for decennial census dates 1940 to 1970 and the CPS
for March 1978. Note the dramatic variation in the difference

by region, especially in 1940 and 1950. Nonwhite male teens
actually had lower unemployment rates than white male teens in
the south before 1950. ,This seeming anomaly occurred because
most nonwhite teens in the South were in rural areas -where
measureq unemployment was very low. 1/

From table 5 it\is clear that from 1940 to 1970 the labor
market conditions facing nonwhite teenagers outside the South did
not worsen; as is suggested by the ‘aggregate data for the U.S.
as a whole--if anything, the data suggest improvement. The
growth in the difference in the aggregate data was due to the
shift of the ‘'nonwhite teenage population out of the rural South
and the emergence of a significant racial dlfference within the
South region. 2/

Since the 1968-70 period, however, there- has been a definite
widening of the difference that is pervasive--across all regions,
types of plates (e.g., center cities and subiirbs), etc. If we use
1965 as a year in wh1ch the economy was operat1ng at a fuldl employ—
ment level of output, we can calculate the size of increase in the
difference in unemployment between that year and 1979. The dif-
ference for males grew from 10.4 percentage points in 1965 to 17.9
percentage points in 1979.

A few observations need, to be emphasized. One is that the
large and pervasiye dlfference is not a post 1954 phenomenon.
It has been with EA in the non-South sincé at least 1940. 3/

Also, in the South in 1940 and 1950, teenage unemployment differ- - -

ences between the.races were smallest Flnally, the recent in-
crease in the difference since 1970 comes-after 30 years of a
gradual decline in the dlfference outside the South 4/ .

° 5

1/However, even within urban areas, the racial difference in a,f

unemployment has always been lower in the South than elsewhere.

2/The data in table 5 suggest' a worsening of labor market condi-
tions for nonwhites, for the 1940-1970 period, in the West
region. However, the trend is not cont1nous as it is in the *
other regions of the country, and the'West was much less popu-
lated 'than other regions.” The difference between the South and
the rest of the country (of which the West 'is a smaller part)
is what is important in the context of our discussion.

§/A s1ngle exceptlon to this occurs in the West between 1940

and 1950. , :

4/see footnote 2. . - - .
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i . . Table §- ¢
g R Unemployment Rates a/ By Color b/ and Region,

Decennial Census Years and 1978,

Males 16-19 Years 01d

- N \\
A
- . . .

'v’\ ' N

) 1940 - " 1950 L 1960 1970, _ March 197 5
- ‘ White N9nwhite Whiii\Nonwhitg White Nonwhite' White Nonwhite WhiFe Nonwhite- S
Northeast ~ 35.0% 57.7% ) 16.7% 34.0%  11.5% 22.6% 8.9%° 18.9%  18.1% 51.2%
\ NorthﬂC\e%tral 23,1 43.6  f9.1 20,1  10.% 25.7  10.1 .2-33,0— 13.3 49.3%
= South 16.6 14.1 9.0 8.5 10.2 12.6 9.3 “Is.4 15.5  36.7 |
© West 23.1  12.4 6.2 25.1.° 13.1 203 14.3 _27.2 17.3 33.1

4 Y

b . o . )
2/The number who were looking for work divided by the number employed Flus the number who
were looking for work. v . \ .

b/For 1970, the data are for black vs. nonblack. - e
Sourqg:"1940-70 are from the U.S. Bureau of the Cénsus, Charécteristics of the Popuiation, ‘
"of the various decennial censuses. 1978 is from a special tabulation from.the '
. March 1978 Cufrent Population Survéy using the public usﬁﬁfile.‘ .
- : » ' . 4 X .t -

g 1
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-
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Participation rate differences -
--theilr significance g )

’

Most investigators .of teenage unemployment view the lower
black labor force participation as reflectlng large numbers of
black teenagers who want to work at the going wage and working
conditions but who cannot find jobs even after spending a reason-
able anount of time looking. These people are-called "discouraged
workers" because they want a job and have looked for one but have
stopped looking (and are therefore counted as out of the labor
force/in the official statistics). 1/

Although discouragement is undoubtedly a factor underlying
the participation.difference, it is 1mportant to p01nt out that
other factors could also be at work. One is that black teen-"
agers, because of their general lower level of education and
measured level of scholasti achievement (see chapter 4, p. 58),
cannot obtain as high payi or as "nice" a job as white teenagers,
and this causes them to reduce their participation. Ancther
factor is the higher percentage‘of black teenagers in AFDC (wel-
fare) families and the work disincentives present in thht program.
Our multipleé.regression analys1s attempts to shed some bight
on these two factors.

4

" \The existence of these two additional factors should lead
policymakers to be concerned about the lower labor force partici-
pation by black- teenagers. It clearly would be better for black
teenagers to be able to command wages and working conditions as
high as white teenagers and not be subjected to the ‘work disin-
¢entivés of the AFDC program. However, these causes may not be as
socially divisive as discour ent, which arises if largé numbers
of black, teenagers after extended searching cannot find jobs even
though they are willing to accept low pay,and less desirable work-
ing conditions. Thus, it is important to look for whatever evi-
dence one can find on the discouragement factor. The CPS provides
a source of evidence on this issue, collecting data from teenagers

L

AV

1/By a "discouraged worker," we mean someone who has spent-a con-
siderable tim€ trying to find a job at the going market wage

. - and-unemployment conditions. The purpose of the concept is to.

get a better measure 0f the actual rate ¢of unemployment. gany_
individuals who are outside the labor force and who never
looked for work would, however, enter if their expdcted wage
level rose s1gn%f1cantlya Th1s group, whicH contains a con-
51derable number of WOmen and teepagers, ¥s not considered to
be in the category of dlscourag\d workers,' for the purpose

. of unemploymeht analysis. \K\\
. % v
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outside the labor force‘en-their job desires and reasons for being
. outrof the labor force (see tables 6 and 7). 1/

Table 6

. Teenagers with No Work Experience in 1977,
By Main Reason for Not Working
(16 to 19 Years 0ld, Both Sexes, ™
And Major Activity in March 1978)
(percentage distribution)

v ! . .
3 . School - Other KT
Main Reason Black Nonblack Black Nonblack

Conld not . ‘ .

£ind work 4.2 \_\z._o/ ’ 14.3 9.0
Il1l or

’Qisabled . 2.7 3.8
Taking care :

of home . . 3 29.0

"]
Going to
school . 46.6

In armed
forces. i ‘ c 0.6

Other . : 1.0 6.7 .

- Source: Spec1al tabulatlgns from the CPS publlc use tape of the
. March 1978 survey. -~ , b

|
1y Yr_\ '
0

l/Actuaf}x\;:?Lthg,CPS the mother usually responds. The - Ligs

- longitud? survey from the Ohio State CTenter for Huma;g
source Research (which queries the teenager directly) ind\ ates
+that both white ahd black teenagers report cons1derably more
employment and undlmployment than is recorded for them in the
CPS. The part1c1patlon rated of blacks and whites are very
.close in these data an& the unemployment rate differential is,
about "6 percentage points higher. These resutts suggest that
in réallty there may be .very little racial difference in parti-
cipation. They also suggestfthat only about one-third of the
CPS measured difference gth participation is actually additional
unemployment differentﬂzgu However, this set of data may have

"its own problems. _Teena ers, under intensive questioning, may
report very.trivial or éven nonexistent job-seeking and ‘employ-
ment experiences (i.e., the "Hawthdbrne Effect"). See Michael
E. Borws €t dl., Pathwayg to the Fututre: A Longitudinal Study
of Young Americans (Prellmlnary Rep : Youth and the Labor
Market--1979, Center for Human Resource Research, The Ohio
State Unlvers1ty.
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Table 7.

-

Job Desires of Persons Not in the Labor Force and Reasons for Not Seeking Work

(Both Sexes 16 to 24 Years 01d; Fourth Quarter Average, 1979-80)

Job Desires and Reasons

~

Total not in the labdr.force

(000s omitted) ) ; (
Do not want a job now
(percentage of total)
) SN .

Want a .job now
(percentage of total).

¥

Reason for not ldoking
(percentage distribution)
School attendance

. I41 health, dtsability
Home responsibilities
Think could not get a job

Other reasons \
Solit@e: Employment and Earnings;
Y Table 40, January 1980.

White . Black and Other .
1979 1980 1979 1980
8,931 9,079 - 2,355 2,455
7,334 . "7,368 . 1,709 1,794 P
82.1% 81.1% 72.6% > 73.1% , d
1,596 1,712 647 660
17.9% 18.9% 27.4% 26.9%
D ~ C,
57.6% 55,2% 51.6% 50.4%
3.3% 3.6 _ 5.1% 3.3%
13.9% 14.9% °  316.8% 14.4%
8.5% 10.8% 13.4% 20.1%
17.0% 15.5% 13.0% 11.7% @ ™
~ o . \J‘;‘
Departmed{’of LaBS;; Bureau of Labor *Statistics,

-

~
-
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- For individuals who did not-have any work experience during
the prevjous’year the question was asked: "What was the main
reason did not work in 19 ?" The respondent is given
the choices listed in table 6. Among teenagers, whose major
activity was attending school ton the survey date, .only very small
percentages said that inability tq find Avork was ‘their main
reason for having no work experience the previouws year. This was
true for blacks and nonblacks with a slightly ggeater percenéage

ey

for blacks. Among nonstudents, as we would expect, the percent- e

ages responding "inability to find work" wete significantly higher,
again with blacks having Pigher percentages than.rnonblacks. .
Individuals who are nbdt in the labor force at the time of. A
the survey interview are asked about their job desires and rea-
sons for not seeking work. Altheuglh the data in fable 7.are not
limited to teenagers (they include %the 16 to 19 age droup),; they
should still be Andjcative of ratcial diffefences among teenagers.

. , .
However, these différences in the percentage who report
tzgﬁselves as discouraged workers can explain only a ,small frac-
tion of the large differences i “fhe, incidence o nonparticipa- -
“tiod. If all the black teenagers who responded that "inah1lity. .
to find a job" was the main reason for no work experience in 1977
are subtracted out gf the "no work experience group' and placed
\dn the "some work experience group," their rate of ' no work expe- -
rience would fall from 54.7 percentgto 50.9 Percent. The corres- -
ponding fall for white males would be from 27.0 percémt "to 26.0
percentg—-almost the entlns gap in.part}cipatiop rates wogliﬁ;emain.
’ It can be argued that the 'survey data ‘on reasons ang job °
desires is an imperfect gauge of how much® a teenager actuglly- '
looked for and/or desired a job during the year. This is _ '
especially so for teenagers who lack the prerequisite-peréo9al
qualificatjions. After.a few discouraging experiences with .
employment, they may just responqd to the CPS that they are not
interested in a job. .As we show in chapter 4, there are large ‘
racial differences in indicators of job qualifications (e.g. . '

standardized test scores) so that this source  of discouragement Ce

(not being able to qualify for a.job) may be a significant cause .
of thd racial difference. What our empirical data seem to sup-
port is the conclusion that racial differences in labor foréte

. participation are not accounted for by racial differendes: in other-
wise qualified bat discouraged workers. They may be accounted
Bor'gg differences in qualifications.

-

Multiple regression analysis-’ Tt : .

To explore some of the.other possible determinaﬁts of racials
differences in participation and unemployment, we hypothesized ..
a linear relation between the variables and fdtted multiple ,

Id -

3
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‘regriéEsion equations to data oh individual teenagers (March 1977
Cps tape) We analyzed both unemployment and labor force partic-

- ipation. * The’ detmils of our analysisS are in chapter 4; here we
 Teport the main findings for the racial differendes.

. Controlllng‘kor the effects of family ,income, residence
_.in a welfare householdj; years of _schooliing completed, and region
« of residence explains. about. 70 g&cent of the racial difference
* in labor force participation rates among out- -of-school teenagers.
. . Among young out-of-school teenagers (those 16 to 17 years old) -
- these same‘variables. explain practically the entire unemployment
_ rate dlfference Among the older people out of school, the vari-
» “ables can explain only about 20 percent.of the difference in the
incidemrce of long term unemployment over the year.., For the out-of-
- school teenagers, the welfare household variable measures the:
work dis?ncentive effects of the AFDC program 1/ as well as the
.lack of access to mnformal channels of job information and low
scholastlc ach1evemént

4.

»
4
- - - -

- Among '’ in- sqhool teenagers, thése same_ variables were able to
emplaln much less of the rac;E;.d1ffe§ences——about 35 percent of
) the labdp force participationfdifference and only 16 percent of -
- s the unemployment rate difference.’ However, armajor variable that
' we were not.dble tq control fdr -in our equations was academic
cachievement in basic readihg, writing, and arithmetic skills. The
CpPS data file contained only the number of years of schooling
attained. We did not have a good indicator of how much was ac-
tually achieved by this ptta1nment There is much data showing -
that with the same number:s of school years completed white teen-
agers 5coére slgnrflcantly higher than black teenagers on achieve-
- ment tests (see chapter 4, pp. 56 to 61), and other studies
have shown ‘that" these scoresuare significantly correlated with
7 measures of earninds and bﬁsuccess among young adults. These
. *ach1eyement tests result‘afe, in turn, very strongly influenced j"
w . . by thé-guality of 'schooling, famlly 1ncome,’and~other background .
character1stlcs

e - .
) Our regressi0n results also help explafn the- trends in both
- ’ unemployment and labor force participationm differences. During
" the perlod 196J-73, the percentage of black teenagers who were
reciPient children in AFDC households increased s1gn1flcantly /
relative %to wh1te teenagers (table. 8). Our regression analysis

2 .~

1l/Under AFDC program rules, a teenager who ' is 14 or over but still
» a member of the unit for benefit determination may have some of
) his earnings offset aga1nst family benefits if he is not enrolled
in school. 1If*he is a, full-time—student, all of Hise earnings - \
are disregarded for benefit determination purposes. However, »
States may, if they cheoose, d1sre ard "reasonable. amounts" of.
earn1ngs of nonstudents for the future use of the children. Some
‘States now do this; others do not. Also, 1f the nonstudent Lo
teerfager is working in a public service jéb.slot, he is treated - :
like a student for AFDC benefit datermination purposes.

Q . . ‘ — ' ’ 21 o .Q
]:MC . .' . " v, ‘ | A , .




- Before the sharp recession-of 1973-75, black teenagers had -lost

’ Table 8' .

k - Teenagers Who -are Recipient Children a/
) N Under the AFDC Program by Race: 1961-77
) (percentage of all teenagers)

5 v

Year « Black White

v, 1961 ~ 6.0% 3 0.9%

: 1967 9.0 ©oLl.5 '

, 1969 11.6 1.7

. 1971 15.3 2.4

. 1973 l6.0 2.4

- 1975 15.8 ~ 2.7

R \ 1977 - 14.2 . : 2.8

° °

»

3/Teenager§ can begreceiving AFDC benefit$ without being recipient
children-~the¥ c be young mothers who qualify because they are .

unable to support their children. Therefore, among teenage
females, tremds in child regipient rates will tend to fall if
teenage illegitimacy and divorce rates rise. '
. .7 ]
Sourc€: Findings of -the 19 AFDC Survey, Part 1, Demographic and
Program Characteristics. Recipient children by age and
race were estimated ‘assuming that blacks and whiﬁes\had

=

can be obtdined from the Office of ‘Research and Statis-

tied, Social Security Administration. -

predicts that a decrease in labor force participation rela!ive to
whites would take place;” although, fiot of the magnitude @bsédrved.
Similarly, our analysis indicates that some of the large jump in

the sane aqs/distribution. Copies of ‘the various surveys

.

the unemplbyment rate difference that took place between the late -

1960s and the present may have been due to the sharp acceleration
in the growth of the percentage of black teenagers’in AFDC house-
holds between 1967 and 1973. * Again, however, the magnitude of

the increase is much greater than would have been predicted by
our equations. .. . § :

h . - .
The minimum wage may have played some role in 'the increase.

some ground-to.white teenagers, as ‘compared to 1965 (the last
normal or full-employment year ‘as opposed to the Sverfull years’
of 1968-69), byt not too much. The recession hit both black and
whit€ teenagers hard.but blacks did not seem to recover fully )
during the ensuing recovery while white teenagers did. 1In January
1977, the coverage of the minimum wage was greatly extended, mean-
ing that a significant number of low wage jobs were.made subject
to the law just as the recovery, was gaining -momentum. ‘This cquld.

ave ‘been the factor- that stopped black teenagers from participat-
ing fully in the recovery. ;

-
s
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"in resolv1ng these issues.

.

Summary

7 . : _
We have attempted to clarify two very puzzling and troubling

aspects of the racial differences .in teenage unemployment--the

apparent absence of any unemployment difference before 1954 a

the potentially large "true" unemployment difference that mig

exist if discouragement were the major factor underlying the

large racial difference in participation.

Although the participation difference i§ far from being fully.

understood, we think that a simple discouragement hypothesis,; that
otherwise qualified teenagers cannot find a job, is not a signifi=
cant factor. Discouragement, because of chronic inability to hold
a job, may Be a factor, _but its relative importance te.g., vis-a-
vis incentives to°work) is clearly in doubt.

We think there are two major unresolved issues--why did the
black teenage unemployment rate rise so sharply since the 1965-

70 period?; and what factors underlie the large and persistent
(40+ years in the non-South) teenage unemployment difference? -
Our judgment (based partly on our survey findings) is that lower
scholastic achievement, which, in turn, is a function of many fam~-
ily backgriund variables, and lJack of access to the crucial in-
formal channels of JOb vacancy information will be major factors

4

-
{

SOCIAL COSTS
Much of .the concern over teenage unemployment stems pot so
much from its effect on the current income of teenagers, but from
1ts/potent1al effectpon their propensity to commit crime and from
1ts possible effect on their future (post-teen) prospects in the

.labor market. .

-

We have surveyed the available evidence on these two issues.
On the effects on future labor market success, the data show that
for most unemployment peridds there-is no effect. For periods of
unemploymeént incérred while enrolled in school there is no dis-
cernible effect on future employment and for- periods incurred
while not enrolled in ‘'school there is a small negative effect.

However, this is true only for black teenagers who exper1ence :

very long periods of unemployment. 1/

* B
« . ,
. v

~ -

.

l/Str1ckly speaking, ‘this conclus1on plies only to male teen-
agers. Females were not studied in,the more reliable study on,
which we base our conclugion for males. In one study (which is
mugh less reliable because we could not check the methodology
used) there was'an apparent significant negative correlat1on
observed for women (not for men). The interpretation of the
data is compl1cated in that among women propensities for serious

’ labor force attachment as an adult'vary sharply, which is Bpt

.23 9
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-Thé daga'set that underlies these conclusions ts well de-
signed for fhe purpose. The data are longitudinal so_that(the

-same individuals are observed over a number of years. This makes

it possible to-observe directly, whether individuals who experience
unemployment during-their teens are the ones who have future
labor market difficultieg,

Unfortunately, we cannot speak with &s much certainty about

the possible teenage crime-teenage unemployment link. A number

of economists have studied this relatigg;hip and have generally )
concluded that there is-such a con tion. However, our analysis
of the data and m&hodolog‘ies undex/ing these studies leads us to
rejecf/ghe conclusion that there is'evidence of a ‘'significant
causal relation. We feel that a more balanced conclusion is_that
there is as much evidence for the linkag§ as-there is for a '
number of alternative hypotheses that ware consistent with the ,
same empirical data.

The economists used two types of data frameworks--cross-

'sectional and time series. In neither of these data frameworks

has anyone yet worked with data on the same individuals before
and after some became unemployad (as has been done with the
teenage upemploymentjgfuture employability hypothesis). This is

‘the fundamental flaw in the evidence on the unemployment crime

link. The data units have all been averages for all teenagers in
an area (for the cross- ectional studies) or for one area over
time (the time series studies). - ' ¢

The cross-sectional studies’usually (but not always) find
that érea% (cities, census tracts within a city, States),with high
teenage unemployment rates have high teenage crime rates. How-
ever, in none of the studies we examined were the studies able to
specify and measure other factors that affect the crime rate and
that could vary across areas. This is particularly important
in the case of crime because many studies by sociologists Based
on individual teenagers show that factors'like¢/ parental rela-
tionsg\personality type, peer group pressure » "and the likery are |
important causes of crime. Moreover, these same factors can also
cause unemployment rates to be high as.well. That is; the same
pPersonality problems that lead a teenager to commit crime may

. also make it difficult for him or her+to hold down a job.  Also,
- whether or mot a teenager -has a job may be largely irreleVant to

whether or not .hé or ‘'she commits the crime. Thus, the possibil-
ity of spurious correlation is high, ; .o

I

75 = -

the case among male teenagers. 1If these tendencies are asso-

. Cclated with mgke attachment while a teenager, then one would
observe a correlation between unemployment as a-teenager and
future labor markéet performance, but it -would only reflect these
varying propensities, not the effect of the early unemployment.
Of coursé, one could argue that the tendencies.themselves might
be influenced by early unemployment experiences. Clearly more
empirical studies are required., ' . -

’
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Another poss1ble interpretation is that fam1ly 1ncome and
the unemployment status of the parent(s) influence teenage crime.
We would still observe a correldtion with the teenage unemployment
rate because 1if, would. tend to be correlated with -the adult rate
across areas. _ ) ,

F1gures 3 and 4 show the evidente revealed in the time series
“studies. The crime rate and the unemployment rate trends are in
the same direction. These trends account for most-of the corre-
lation in the time series data. When the common trerd is netted
out, the correlation between deviations from trends in” the two
series is.much weaker. As with the cross sectional results, the
tommon trend correlation could easily be attributable to a th¥rd
factor influencing both crime and unemployment. Another ‘poss.i-
bility when using time “series_ is that each series is being influ-
enced by a variable specific to itself--e.g., increasing cover-
age.of the minimum wage underlies the uptrend in the 'unemployment
rate and decreased enforcement by metropolitan police forces
underlies the uptrend in the crime rates. -~

Pérhaps the most disturbing thing about the aggregate time
., series data- is'the inconsistency in the g@orrelation across races.
For white people, for whom the crime raté rose. even more, unem- -
ployment hardly increased at all between 1965 and 1979. For
black people there was a substantial increase. (To isolate trends
in unemployment ust go back a few years prior to 1967, the .
year most eégqo 1sts feel was at the beginning of a period of

over- full em oyment ) ' X M
‘Perhaps tﬁe most potent1ally conv;nc1ng ev1dence that inée
creased unemployment may cause an increase in crime is that the
< arrest rate for both races appears to respond to the sudden sharp
increases in unemployment associated with fa1rly deep recessions.
We know that these are associated with higher layoff rates among
teenagers  and set the stage for 'a plausiblg ‘causal relation
~rinning from increased Jnvoluntary unemployment to crime. Unfor-
tunately,“even this aspect of the empirical record is difficult
to accept withoutgyreservation. Note (figure 4) that amdéng young
+« b¥acks this cydl1cal association has not been so close. I
- additio there is a competing hypothes1s just as compellifg to
»explain e observed data--that is, it is fam1ly\1ncome, not - .
the unemployment of the teenagey per se, that is relevant to crime
* decisions. As with the cross-sectional data situation, the unem-
‘ ployment rate of the mother and/or father would rise at the-same
ime the rate for teenagers rose and build in observed cycli-
c relationship. Again, without microlongitudinal data on tHe
sameé yroup of Individuals, it will probably not be possible, to
resolve the question. - ) - . ) .o
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Figufe 4
Arrests Per 1,000 and Unemployment Rate
for Black Males, 16-17 \*ear\s oid
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. -~ CHAPTER 3 .

' NEED ANALYSIS

. @
Although finding a job is not a serious problem for most
job-qualified youths 1/, qualifying for a job while a youth and e
making a successful transition, from school to work to career def-
initely is, and it is likely that many youths do need Government
assistance to make this transition. However, we feel thai pre-

vious attempts to accurately identify these youths using -primar-

ily employment and labor force status data are inaccurate and
misleading. 'For example, we reviewed five studies made by the

‘Department of Labor and other researchers 2/ and found that the

need estimates varied widely, from 379,000 to 3.7 million youths
(see appendix I). All but one of the studies assumed that em-
ployment and labor force status alone ean be relied upon to
accurately identify the number 6f youths in need. We feel that
this assumption,is not very useful and develop an alternative
approach using educational achievement, as well as labor force
and demographic: data. - Lot .

The set of characteristics that' would be needed to accurétely
idéntify all youths who were going to have problems making a suc-
cessful transition- from school to work to career is surely longer
than scholastic achievement and employment status. However, as we
will show, there is a substantial amount of empirical evidence
showing that an adult's and young adult's job success is signif-_
icantly affected by the scholastic achievement level.- Thus, we
feel that our need estimates will be a significant improvement
over those that, just used the employment status characteristies.
Still, it is important to keep in mind that other potentially
important characteristics are not being used--e.g., the amount
and quality of a job and the career information av%ilable from
parents and friends. We first present estihmates based on employ-
ment criteria alone and then these based on both scholZstic
achievement and employment criteria that, in our judgment, best

 répréSents the youths most in-need. For eagh approach, we present

overall estimates and then break them down by school enrcllment
and' family income status. The reason for presenting the wide
range of estimates is so thZt*the reader can judge which criferion
is more appropriate. /o,

3
4

P

l/In this chapter, "youths" (people 16-21 years o0ld) has been
substituted for "teenagers." Where the age group changes, it
will be noted in text. : :

' 2/bavid Swinfon, Urban Institute; Robert Lerflen, Department of

Labor; Robert Taggart, Departfient of Labor; Feldstein and .
. Ellwood, National Bureau of Eco ic Research; and the National
Commission for Employment Polic;Q(see appendix I). )

T " |
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"NOT WORKING" CRITERION : -

. Employment status is the most opvious-apd commonly used cri-
terion for ideptifying youths with labor market needs. Using an
overall measure™f jobgessness (either unemployed or out of the
labor force). resultsgfn the largest need estimate--over 10.5 mil- .
\ lion youths of all gMcome levels. This estimate can, however, . .
be gfeatly redu by limiting the coverage to certain subgroups.
Table 9 shows the range df estimates based upon poverty and
schoQl status. Within thie group are subgroups of youths whose
characteristics indicate far greater need for employment and
.training services. . For example, we could present an 1ntermed1ate
. range of need estimates that only includes poverty level youths
L - who are not employed (639,000 - 2,072,000). Wwithin this group the -
severity of need probably varies sigrificantly. The 639,000 figure
« includes only high school dropouts who would 11kely face the
- most difficult obstacles to employment. -

!

This simplistic use of labor force data as the major indicator
of -‘need has several.Problems. First, estimates ‘including all
unemployed youths are inadequate because they overlook the length
of unemploynent As a-result, temporarily unemployed youths who
are experiencing little hardship are included. Second, counting ' -
. all youths outside the labor force overstates the size of the
* problem by includinghtngge who really do not, want a job or whose
family or other responsibilities prohibit their working. This '
« problem can be minimized by broviding estimates that exclude in-
* school youths or byespecifying tdat .they. should receive differeng
‘" employment services from those who are out of school (i.e., part-
time work experience versus a full-time job.) Third, these
estimates ignore those employed youths who may have considerable
long-term labor market problems. 1In particular, those out-of-
school youths whose employment does not raise their total family
income above the poverty_level'are probably lacking the education

or skills needed for a better paying job. Analyzing the needs. .
of this group would require more detailed data on their educatlon :
and swork Experience. . %

: In conclus1on,.th1s popular approach of equatlng youth unem-

: ployment:problems with overall jobless rates (whether looking
for wo;&gor pot) is:oversimplified. Youths who are jobless for
short E;;iEHEVare included in need estimates while employed "
youths serious labor market deficiencies gre excluded. Fur-
ther, those estimates that ignore school statug are misleading -
because of the peculiar s1tuat10ﬁ of youths who ar in -a ﬁchopl .

J to worlk transition., An analysis of the unempio problen
thus requires a more detailed breakdown of the labor force data,. o
as well as education and other» characteristics of youths. o

=

DETAILED WORK EXPERIENCE CRITERION

Oqgwsecond set of need estimates is based upon ‘the work expe-
_tlence of youths during 1977. 1In particular, we examined the

*
* £
’
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Source:

a/Population only includes .youths with a high school degree .or

@
' Table 9 X /
v Labor Force Status \ P
: . by Poverty Level and School Status, March 1978
(in thousands) a/ I '
3 ) Below Poverty ) Poverty or Abeve
. ) , Not 1n : Not in
School /Status Employed Unemployed Labor Force Employed Unemployed Labor Force
JMajor/éctivity: . . R e
In’School 19 - 144 997 7 5,229
Major Activity: -
Other i ) -
High school ) .
graduate 305 . 109 183 . 554 716
High school -- - ) .
dropout_ 324 180 459 | 441 799
fubtotal ' 629 289 © 642 995 1,515
TOTAL ' 826 "433 1,639 1,710 6,744

lower educat1onal attainment.

<

GAO tabulat1ons of .the Current Populat1on Survey, Ma{sh 1978.
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length of unemployment among youths who worked in 1977 and the
reasons for wnonemployment among those who did not work at all

during that year. Table 10 provides this over§ll information

broken down by income and school status

As indicated in table 11, the overall estimate of youths in.
need, based upon detailed work experience,-.can range from 318,000
to 4.4 million-depending on the length of unemployment and the in-
come criteria used to define ‘need- These estimates 1nclude work-
ers who. experienced some unemployment in 1977 and nonworkers who
said they were unable to find work during that®>year. Again, lim-
iting the analysis to poverty youths greatly reduces our estimate
to amaximum of 655,000. Within thi¥ poverty population, however,
need varies with the level of schooling and length of unemployment.

»

" One possible approach to assessing the sevéritY‘of need among
these youths is to focus on high school dropouts who were either
workers unemployed for 20 or more weeks or nofworkers-who desired
wbrk but were unable to find it. These 157,000 youths represent .

@ group that probably faces dismal job prospects Although all . L.
have expressed an interest in working, their. long job search has ‘4°
been unproductive. They ‘also lack the high schbol’ ‘credentials

that are important to many prospective employers. Us1ng this same
approach of focusing on high school dropouts, alternate estimates -
of need would intlude those workers who were unemwleyed 1-19 weeks
plus the nonworker subgroup (195,000), or all youths who looked

for work 1in.1977 (287,000).

-

£
°

Another method is to include all out-of-s&hool youths.in.the.
various estimates of need. The assumption here is that economi-
cally d1sadvantaged high school graduates who want to work but
have not found jobs are probably lacking crucial knowledge about
the labor market and should be included in the estimates. Using
this criterion for need, the range is from 255,000 to 514, ,000 de= °
pending on the length of unemployment for the- subgroup s .

¥

°

Finally, the largest estimates of need-that compfise all dis-
advantaged youths who want jobs vary from 318,000 to 655,000.
These estimates include in-school yowths who could. certainly .
prof1t from a part-time job experience but whose need ‘is- less, .
critical than those out of school. Again the varlatlons in size

#

depend on the length of unemployment. - ‘e < s

Examining the detailed work experience'data in this way offers
several advantages over the approach of simply including all jOb— -
less youths at a particular moment in time. The length.of- unem—‘
ployment information helps target those youths who experiencéd
long-term unemployment during the year, thus ellm1nat1h .youths
whose unemployment was temporary. -Alsd, 1nclud1ng only those
nonworkers who report that inability to find work"was thé main
reason for their joblessness avoids overestimating the number in ~ -,
,need by not including those who do ,not want jobs or hawe other.

respons1b1l1t1es that prevent the1r working. i $~
? . [Pl
- M s N
. ) ¥ A R
31 4 7 :\ e ’
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Table 10

v/
" Work Experience of Youths Who Worked in 1977
and Main Reason for Not Working .
(1n_thousands) a/ . ’
/J \ - g\\;
.. - Disadvantaged Advantaged
Work and Unemployment Experiencé In H:S. «H.S. , In H.S. _H.S.,
and ‘Main’ Reason for Not work.in School Graduate Dropout Total School Graduate Dropout Total
Youths Who Worked ' 4 -
% s Y
‘Nd unemployment b/ « 362 210 246 818 4,112 3,455 619 9,186
1-19 weeks unemﬁToyment . 18 129 136.» , - 337 861 1,094 649 2,604
20+ weeks unemployment ) . 37 62 92 191 © 207 416 © 269 892 |
Total workers - 477 401 468 1,346 5,180 4,965 2,537 12,682
L
1
Youths Who Did Not Work~ .
Unable to find works 26 36 ‘65 ) $27q 85 63 717 225
Dther reasons . 83 160 431 1,424 3,509 ,467 668 4,644
Total nonworkers ‘ 859 196 426 ~1,551 3,594 L\\§“530 45 4,869
o o N - S e ‘
TOTAL . ‘ 1,336 . 597 964 2,897 8,774 ,495 3,282 17,551
( ;D P \

§/chludes both year-Yound workers (50-52 weeks) and part

time out of the‘la’or force.

L4
.

" .Source:, GAO tabulafions of the Current Population Survey, March 1978.

,

’ g/PopulaEiongincludes youg&i'with a high school deéfee or ;pwer educational attainment.

—Year workers who spent all‘of their honworking
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<o . o Table 11 i \\\ : e
. ‘ @éed Estimates: L -
. Detailed Woxk Experience Criteria a/
- (\n thousands)

.

to find work - ) - Sl —
) 2 a 2
In school * ' 141 .° * 1,153
Out of school - = 514 2,568
High school graduate (227) (1,573)
ngh school dropout . ~ (287) (995)
= . Total. . . 655 ¥ 3,721 -
Workers who were'unemployéd' - Q! v
. 1-19 weeks in 1977 plus non- ! . .
. workers who were unable to . . . -
‘ ., £ind work .
< 2 o ‘e LN ¢
In school . > 104 " 946 .
s . 6 .,: s . )
Out of- school ¢ 360 1,883 “
‘High school graduate” ’ (165) (1,157) -
‘High school dropout (195) (726),
. Total = =~ e 464 2,829 )
. o ) ' .
Workers who'were unemployed, " ’ =
20+ weeks in 1977 plus fion-
kers who were unable to *
b, work : ¢ 0 : r
L. cw “he . - ®
_ In school C . ;;K\\ 63 w? 292
* ’ ®
.. Out of school - < 255 ‘ 825 N
- High school graduate (98) (479)
High school dropout (157) (346)
otal™ . S 318 01,117 :

°

l_mged Indicator - 1
. Workers with “any unemploy- .

-

.
1 A -

Estimate

Disadvantaged

ment in 1947 ‘plus non-~
workers who were unable

or lower“attainment.

LY

Advantaged

a/ pulatlon only 1ncludes youths w1th a high school degrge

Source: GAO tabulations of the Current Population Survey,
March 1978. Sy, . )
-~ ! H‘__ 9 -
, 5 - /
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However, even 'this detailed work experience data does ‘not
completely estimate the riumberN\in need. In particular, it fle-
glects those i1mpoverished, employed youths who need to enhahce
their employability skills. 1In-addition, it overlooks the por-*
tion of those out of the labor force who do not want jobs but
most likely have severe educational, training, child-care, and
other job-related needs. These r1m1tatlons with the usual method _

-0f defining need for employment services have led us to take a

more comprehensive approach.
/ ) L]

EDUCATIONAL AND LABOR FORCE CRITERIA

- .
Although literature oé'youth uhemployment frequently cites
educational proficiency as important for obtaining labor market
success, no existing estimates of need are directly tied to data
on the educational deficiencies of youths. Also the_empirical
basis for asserting that scholastic achievement is an important
determinant of labor market success is usually not discussed or
presented Fortunately, this is fairly easy to document. Start-
ing in the mid .1960s 1/ a fa1r1y substantial body of empirical evi-
dence on thid relatlonshlp has accumulated 2/ .

J

L3

1/The seminal work in this field is Gary.Beaker, Human Capital,
) 2nd ed (New York: Columbia Uurverslty Press, 1964.)

g/The follow1n§ are some of theimajor studies, and references in -

these studies will yield further refetences:

Mark Blaug, "The CorrelatMn Between Educatlon~and Earnlngs.
"What Does it Slgnlfy,“ ‘Higher Educatlon, Febr y 1972
(1): 53-76. /

Blaug, "Human'Capital Theory: A SlightlyaJaundiced, Survey,"
The Journal of Economic Literature," September 1976, No. 3,
pp. 827-855. ) '

)

. .
John Conlisk, "A Bit of Evidence op the Income-Education-Ability
Interrelatlon," Journal of Human Resourcesg, Summer 1971 6(3),

PPp. 358 62 o \\i ..
Grillches, Zvi and William Mason, "Educatio ncome and Ability,"

in Investment in Education: The Equity- Efficiency Quandary,

ed. T.W. Schultz, Chicago,"- Un1vers1ty of Chlcabo ‘Press, 1972,

Pp. 74-103.

~

John C. Hause,’"Earnings ?rofile: Ability and Schooling, in
Investment in Education. - Ch . .
[4 . ) - (

Dave O'Neill, "Voucher Funding of Tralﬁlng Programs- Evidence -
* from The GI B111 " Journal of Humen Resources, 1977 Fall,
*vol.. 12, no. {J PP - 425-445. N ’ -~
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- The empirical evidence-tends to confirm common sense. Hold-
ing all things constant, individuals with hlgher scholastic . ‘
achievement tend to epnd up with higher eatnings. The main way ‘
this' effect has been isolated is by comparing the earnings of
individuals with different amounts of schooling and academic
achievement gnd using a statistical methodology called "multiple
regresslon analysis" (see chapter 2) to control for other factors
that causeé individual earnings to differ--e.g., age, years of labor
\\)force experience, marital status, reglon_Qf the country, etc
S
e The/major weakness in this emp1r1cal ev1dence is that it does
not tellf us much about the relative importance of the various
determinants of differences in scholastic achievement among
individuals--i.e., guality of instruction, motivation of the
student, famliy background factors, and genetic endowment.“ The
evidence is fa1rly strong, however, that non—genetlc endowment )
factors are important determinants even if a precise weight
cannot be given. 1/ 1In our need analysis we are essentially /~>\
assum;ng that a slgn1f1cant fraction of the documented differen- \\\\
tials in achievement*can 'in fact be influenced by env1ronmental
factors. . ! . v

Need estimates ' ¢

-

- In this fihal set o est1mates, we present three approaches
“to assessing need that r;Iy upon education data sources. The -
first+group of estimates’ is based on the school enrollment and )
' \attainment data available in the CPS. We.have also estimated Y
the number of youths‘with educational deficiencies by applying
various illiteracy rates 'to the CPS estimates of all youths.
- Finally, we present our most comprehensive need estimates that
we think*useéfhe best indicators available of the education and
-employment needs in the curresnt youth populatiog,
¢ s ¢
/ Our first education approach fs based on two measures of
educational deficiencies: (1) high school dropout status and (2)
below normal educational attainment (defined as 2 or more‘years
below the mod&l” attainment level for-a given age). Table 12
" shows the range of possible estimates based upon these.criteria
- ‘for need. The largest need group would contain &1 youdths who
have dropped out of school or: are enrolled in a grade that is 2
or more years below normal® regardless. of family income. These
5.5'million youths will probably encounter tremendous difficul-~ ,
ties in the labor market regardless of their current{ employment .
+ ' status or work experience. W1th1n this group, those who have ’ :
) already dropped out of schodl (4.2 makilon) are probably in .
> Jreatest need s®nce the in-school youths with educatlonal defi-
cliencies presently have some access to remedial serv1ces. Again,

27

r,«

Ay
1/See Gr111ches and Mason (1972), for d&an.analysis that separates
out the pure effect of env1ronmentaiﬂy 1nduced changes in
scholastic achievement on earnings. \ -
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Table 12 , R
Educatlonal Attalnment of Youths by Economlc Status a/
(1n thousands) t
1 - .
v - % . -
School Status = Disadvantaged Advantaged Total
Major Activity: In School d ‘ i
Normal attainment - 1,005 7,880 “8,885
Below normal attainment ) 333 - 895" 1,228
». Subtotal . l,3%£ o Y 8,775 . 10,113
_Major Activity: pther ' T,
High "school graduate . 597 5,497 - 6,094
High-school dropout ) " 963 3,284 4,247
Subtotal ,\ , 1,560 8,781 10,341
. ) ) N 3
TOTAL 2,898 17,556 . 20,454

a/Populatlon includes youths with a high school degree or Tower
attainment. ¢ Q f
Source: GAO tabulations of the' Current Populatlon Survey, March
19780. =

§

confining the number in need to the econom1cally dlsadvantaged -

reduges the estimates to 1.3 million (dropouts plus below -
riormal attainers). Thus, over 44 percent of the disadvantaged
youth population have educational characteristics that indicate
serious labor market problems. v : !

~ While dropping out of high school or being "left back" can
1nd1cate educational. problems, it does'ngg provide direct infor-
mation about the achievement levels of those youths. . Of particu-
lar importance to employers are basic skills such as reaﬂlng,
writing, and computation. Our second approximation of neeéd-
counters this data inadequacy by estimating the number of youths
who are -deficient in these £kills. Uting the results-from the
nat10nw1de tests of functional 11teracy reviewed in chapter &
we have identified a range of need estimates. based solely upon«
educational achievement..- To do this, we applied illiteracy  (or @
incompetency) rates from the natidnal tests to the CPS ‘estimates
of all youths. . As shown in table 13, these estimates of functional
illiterates who would.have the most severe 'labor market problems
range from 982,000 to 3.9 million. The differences in the esti-
mates are 11kely due to varlau;ons in thé difficulty of the test
and the stringency of the llteracy cutoff (see chapter 4). More-
over, these 1ll1teracy rates are much higher for disadvantaged
youths. Table 13 also provides est§Q§tes based upon the differ-
ent 1111terac¥ rates for poverty level youths, versus all other

-
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" " Table 13 - A
Estimates of Functionally,}lliterate or”’ c
, Functionally Incompetént Youths N
. ) " (by economic status)- -
’ * -
v .« o . s . . - -
< N “ oo .
. A 'D1sadvantaged a/ Advantaged b/ Total. ¢/
Test Seurce Rate - Estlmate . Rate | .Estimate Rate Estimate
~ . ) ‘ - ® ’ e
Adult performance . . . : _ _ ’
level project 32.0% 927,000 16.0% 2,809,000 19.0% 3,886,000,
Mini-assessment of - ~ . T s, L .
functional literacy 20.4% 591,000  11.1% -;,949(390 12.6% 2,577,000
, ' - ) o
Brief test of . ; . . .
literacy not avdilable ° not avéilable ) ,4.8% 982,000

¢ _

]

/Populatlon base of estimate.= 2, 898 000 youths {see table 263

b/Populat1on base of estimate =
(
g/Populatlon base of estimate

Y

17 556, 000 youths (see table 20)

= 20,454, 060 youths (sl table:20).

- |

'

9

Source: - See text discussion, p. 59,
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youths. Depending on' the particular test resylts chosen to meas-
ure illiterapx, the estimates of di Wvantageq youths in need
range from 591,000 to 927,000. S 7

v

- Thege twd’apprgaches, which focus solely on the educational
char\g;eristids of youths, provide an insight into the long term
laborNmarket needs of teenagers that is lacKking in the ‘1abgor force
ddta. Concentrating on youths who have performed substantially
below their grade level, who have dropped out of school; or who
cannot read or write sufficiently well to function in society
should greatly increase the -chances that those with the ‘most
severe labor market problems will be-reachedT "This information
can, however, be made more useful by combining it with the°unem-
ployment and labor force data traditionally used to assess need.

[

o Wy EL ek

<" The following is our "best" estimate of need based upon -thiz—--
joint analysis of the education and labor force characteristics
of youths. : . .

— ~

our most ‘comprehensive need estimate contains two classes of
‘needy youths including (1) .those who wanted to work but were

.unsuccessful in obtaining employment and (2) those who did not - ‘;\"

experience long periods of joblessness but had severe educational
deficiencies. Using these ctriteria, we have constréiéed our
optimum number of those in need, as shown .in table 14, Overall,

~ nearly 4.3'million youths.are included, although the poverty
portion of this group that is the focus of our attention centains
962,000 youths. About one-third of this group is composed of
youths whose work experience indicates serious problems in obtain-
ing: jobs while the remainder ‘have severe educational, but not
necessarily employment, needs% The former group does, however,
.include many youths with both"education and job needs (134,000}

“o~using the 42 percent illitéracy rate. 1/ R

3

This analysis improves upon earlier estimates\of need by in-

cluding youths who have not experienced serious unemployment But '

are nonetheless.in trouble because they are illiterate. 2/ In
particular, including illiterate employed, short-term unemployed,"
and- out-of-the-labor force youths, acknowledges the long-term
employability problems confronting these youths.

[ e v In.conclusion, our best jﬁdgmegt'about tbé’;:Bber and charac-

teristics of those in need of employment and training services is

- . e ’ .
N

1/The 42 percent i1lliteracy rate was computed by adjusting the
Adult Performgnce Level (APL) rate for nonemployed\youths (25 |,
percent) to account for economic status. . \

8 - : ' o3
2/The illitéracy rate used to estimate need for these groups if
. 25 percent for disadvantaged and 13 percent for advantaged
youths. These rates were computed by adjusting the APL rate
for employed youths to account for economic status.'?
4 .
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Table 14 i

[— -«

"~

Optimum Need Estimates for Employment
and Training Services
(in thousands)

€

. Number in Need . . .
Indicator of Nged & Disadvantaged Advantage
.
Workers who were unemployed 20+ '
weeks in 1977 ‘ 191 o 892

Nonworkers who we€re un to
" find work.in 1977 ™ 127 . 225,
Workers who were unemployed
1-19 weeks in 1977 and were ,
illiterate a/ 339

Full-year workers (50-52 weeks) . :
who were illiterate 523

Part-year workers who spent
none of the remaining weeks
looking for work and who were
illiterate

Nonworkers ‘(excluding those

unable to find work) who weré —

illiterate ) 356 . 604
'TOTAL . - ) ] 962 . 3,254

a/Illiteracy rates used- to estimate need are\ZS percent for dis-
advantaged and 13 percent for advantaged youths.
. \

Source: GAO tabulations of the Current Pdpulatioﬁ Survey, March
1978.

Y
A

»w‘aézraoo‘econbmically disadvantaged youths with a high school
- degree or lower ‘attainment. 1/ This estimate includes many of

5 ' : -

1/These figd%%s refer to labor force, population,.and labor market
conditionsiias of 1977. Although 1977 was a recovery year, it
was still One of significant cyclical unemployment. Publ ished

" data on the 1978 work experience of the teenage population sug-
gest that our estimates of the two need groups based on ‘inabil-
ity to find work (318 million) would have been about 10 percent
Jdewer in 1978 and 1979, which were both years of little or no
cyclical ‘unemployment. ) )

»
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the jobless youths who are \the foeus of estimates made by DOL
and other researchers. 1In addition, we have concentrated our

« attentjon on yo@ths lacking the basic literacy skills requited
for getting and keeping a 'job. By examining labor force and . -
education status jointly, we have, in our judgment, arrived at a
number that best represents those youths faced with the most
serious and long-term labor market barriers.

POLICY IMPLICATIONS/ ‘ " ) 4

Our analysis‘of the youth\gnemployment problem has, thus
far, focused on determining which groups within the youth popula-
tion face the 'greatest obstacles to suecessfully competing in .,
the labor market. /We have identified a group that we believe
would be an approprlate target for Government policy and programs.
However, several issues in assessing and estimating the employment
needs of youths should be addressed. These include (1) comparing
our estimates to current participation in DOL employment -and
training programs, (2) determining which services should be pro-
vided to youths in need, and (3) clarifying some of the technical’
considerations in estimating the present and future size of the
nymber in need. . , ) - >
"Current youth participation in DOL > -
employment and training programs '

In order to estimate the employment and tra1n1ng needs of,
. youths, we had to examine the current youth part1c1pat10n in
© Government programis. Estimates of enrollment in Federal employ-
ment programs Vry from 2.4 to 2.6 million slots, as shown in
tables 15 and 16. These tables, taken from Congressional Budget
Office (CBO) and .National Longltudlqal Survey (NLS) reports,
show the types of services provided to program part1c1pants.

“According to the CBO, over three-fourths of the programs for
youths provide work experience or subsidized employment (see
table 15). WorRk experience projects:provide short-term employment
designed mainly-to give participants some familiarity in holding
a job while the subsidized public service jobs are entry level™
positions intended to serve as a transdition to an unsubsidized
permanent job. In-contrast, only 21 percent of the participants®
receive training and education services such as dlassroom and =
on-the-job vocational training and remedial edugatipn. .

L]

. These data on the activities of participants in programs for
youths are generally consistent with results from the 1979 NLS
youth survey. 1/ As shown in table 16, only 19.percent of the
Government training programs offer basic education instruction

-

l/Respondents were asked if they had received a list of poss1ble ~
_~ services for each program reported.

= +* "’ / )
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- \ Table 15
— 4 .
- Key Federal Employment Programs for Youths,
Estimgted.Enrollments and Expenditures
by Activity, a/ FY 1979
: T Participants 'outlays for
Activity® ' Under 22 years Participants b/
Number Amount

(in thousands) Percent (in millions) .Percent

Work experiencg 1,483 61.4% $1,682 ., 40.5%
] - <

Job creation and

subsidized -

employment 327 13.5 . 1,197 28/.8
Training and

education . ~

activities 505 20.9 1,029 24.8
Other activities 100 ¢/ 4.1 247 4/ 5.9
TOTAL 2,415 100.0% $4,155 100.0%

a/Totals may not add to 100 because af rounding. Figures reflect
" the estimated percent of participants and outlays by activity
across all employment programs. These figures were derived by -
CBO because Labor Department data do not indicate by activity the
the percent of yquth participants or the percent of funds serving
youths. To obtain these .figures, Labor and Interior Department
data‘forgthe percent of total program enrollees and total expen-
ditures Dy activ¢ity were multiplied by the percent of total pro-
gram enrollees under age 22. These figures were then summed over
_all programs for which data by activity were available: ‘The Work
TIncentive (WIN) program, the Youth Conservation Corps, and Com-
prehensive Employment and Training Act (CRTA) Titles I1I-A, B, C;
I1-D; IV: VI; and VIII. WIN program data represent actual costs
and years 'of service for activities. Data were not available by
actjvity for CETA Titles III and VII.
b/Assumes that the share of outlays for youths in a given activity
equals the-estimated percent of youth enrollees in that activity.

'E/Youths receive transition services through a number of programs.

Only the 99,600 youth—in the Youth Employment and Training Pro-
gram (YETP) receiving solely transition services are included
here. . * . . —

d/Includes $219 million for transi%iod‘services in the YETP pro-
gram and $28 million for miscellaneous services 'in all employ-
ment programs serving youths. ) ;

. 2

' Source: Youth Employment’ and-Education: Possible Federal

Approaches, July 1980, p. 15. <
- N : -
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,© Table 16

* Distribution of Services Received
in Government Training Programs a/

B : Percentaée ot .rograms\\
Including Each Type-

-Jfype of Service . - of Serviceé b/

Job counsellng , 48.6
Basic education C’ 7 119.0-
English language - : 2.5,
General:+Education Development . . 12.6
College preparatory. ’ "14.1
Classroom Eraining - . 26.3 __
Subsidized job : ~ ‘ 89.7
Non-CETA job:placement ' 6.8
Medical 'services . 15.4
Child care . , 3.9
Transportation - 16.0
Other o . . . 5.6

>
a/Consists®of enrollmen'ts of civiliahs ages 12- 21 on January 1,
1979 in Governmenw-sponsored employment and training programs
since January l,,r978 (Population estimate = 2,640,000).

b/Percentages add tp more than 100 s1nce responden could‘receive
any combination of services,within a Single prog/a*

.

Source: Nat10nal Longitudinal Survey-of Youths, Preliminary
) Report: Youth and the Labor Market - 1979, 1980, p. 103

~ Mgy,
A

with 12.6 percent providing General Educatlon Development tra1n—
ing. Conversely, almost 90 percent of the programs prov1de
subsidized employment. 1/

This information on the types of services the youths receive
in employment and training programs suggests that recent Federal
programs have emphasized meeting-the immediate and short-term need
for jobs. 2/ The-'results of our analysis suggest-a very different
emphasis. In our, view, the character1st1cs of youths indicate that
a far greater need exists for services designed to¢ enhance their
bas1c skills and employability.

Following is a\dISCUSSIOH of the services requ1red by yout
within our optimum need estimates.

-

1/This figure includes all CETA subsidized job placements ncluding
work experience and publlc service employment.

2/Data on DOL program participants include ages 14 to 21 wh11e

our need estimates are for ages 16, to 21. .
: !

un
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Services required to meet the needs of youths ’ A

Using the subgroup characteristics to assess the type of -
services required, we cQnclude that among the disadvantaged youths,
,) 184,000 need jobs; 1/ 644,000 need their basic skills improvegd,
. and 134,000 need both jobs and remedial services. These estimates
are drawn from our "optimum" need estimates and are shown in table
17. Since the economy was still r covering from the 1974-75
recession in 1977, 318,000 overstaties the maximum number of youths
In need of special job creation (ejther by itself or combined with
) : remedial services) in*1979-80 by about {2\percent{

Providing a special public job to a youth who is having
extreme difficulty finding one may not be the best approach. For
the 134,000 youths who were both illiterate and having extreme
difficulty finding a’job, the provision of a public job while
the individual is receiving remedial training makes sense,
although special attempts at placement in' private sector jobs
might be possible in a number of cases.. The 184,000 literate
youths who were having problems finding jobs presents a more
difficult problem. About 50 percent of these youths find jobs
by March following the year during which théy experience problems

- and surely some of these jobs will represent more or less
satisfactory adjustment. Some in this group reflect problems,
such as residence in a geographically depressed area or inability
to finance skill training, that should be treated with the appro-
priate services rather than simply putting the individual into a
public job. 1In conclusion, it is likely that the figure of
318,000 overstates the number of public job slots that could be
usefully applied to the youths in need by about one-third. 2/

These esﬁﬁmaﬁes reveal a potentially large discrepancy between
our judgment about who needs what services and DOL's actual de-
livery of services to program participants. DOL currently empha-

- sizeés the public jobs approach--delivering this service to the
large majority of its recipients--while providing remedial edu-
cation services to approximately 20 percent. 3/

°

+ M -~

1/Whether or not these are in addition to the youths who were in
public jobs during 1977 depends on how the existing public jobs
programs were targeted. As noted in chapter 2 there is circum- AN
stantial evidence that these jobs are mostly taken by job-ready
youths to end a short period of unemployment. If this is the
case, then 318,000 is the total number of public jobs needed.

~~

2/1f we take oﬁly half of the 184,000 literate long-term unem-
Ployed as.needing a subsidized job then this would leave only
226,000 (134,000 + 92,000) who require a public job, which
is approximately two-thirds of 318,000.

o

3/see tables 15 and 16. 4, -

& - -
*
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Table 17

Services RequirZEWB?WDLsadvantaged Youths

PopulatLon

Estimates

in the Need Analysis, 1977
[ ~ 0

Subgroup
Characteristics

184,000 a/ Fun€¢tionally literate youths who

were either 1) yorkers with 20+

weeKs of unemplbyment—or 2) non-
workers who reported that they were
unable to find work. .

134,000 - Functionally illiterate e/ youths who

were either 1) workers “with 20+
weeks of unemployment or 2) non=-
workers who reported that they were
unable to find work.

634,000 “Functionally illitéfate'&Y youths

with the ,following work experience
characterlstlcs. .
--workers who were unemployed
1-19 weeks in 1977
--full-year workers (50-52 weeks)
--part-year workerswwho spent none
« of the remaining weeks' looklng
* for work .
--nonworkers (excluding those
unable to find work) »

- a7 e
-
4

4

-~ —8Services
Needed e

Jobs-only b/_
< .
. - a8

Jobs“plhs“>
remedial’
serv18es a/,

e

Remedial
sexrvices
only .

- 4

a/Thls estimate represents the dlfference between 'the subgroup
populatlon (962,000) and the number who are 1111terate, as
derived in notes c/ and 4/ below.

o

b/ThlS does not imply that all these youths should -be placed in
“public job slots. See text discussion. .

2

c/Illlteracy rate of 42 percent was camputed by adjusting the
rate for nonemployed youths (25 percent) to account for economic

‘status.

d/The 1111teracy rate of 25-percent was computed by adjusting the
rate for employed youths (15 percent) to account for economic

- status.

Source: GAO tabulations of the Current Popnlation
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Conversely, our need estimates indicate that 80. percent of the
participants ‘should get remedial services. Thus, although our .
estimates of the problem coincide with the number of youths in
DOL programs,-the types of services currently provided to partic-
ipants will not, in our judgment, meet their needs. Déveloping-
the current and long range employability of youths by improving
their basic skills will do far more to increase their chances.,
for success in the labor market.

Technical considerations in ‘estimating

the number in need

The final issue with implications for policymakers concerns
technical considerations in estimating, the current and future
number of youth who need employment services.  One such jssue
relates to changgs in the size of the population in need” each
year and the annual cost of meeting their needs. Although we

- included youths 16-21 years old in our iQitial need estimates,
estrimates for subsequent years should omrt many of the older !
46hths who will have been helped at ages 16 to 19.- For example,
if illiterate ypuths require only.3 years of remedial services,
then after these 3 years the annual caseload of youths will be
about half of our. need estimates. Also, the cost of providing
services to youths will vary widely with the severity of neeYd
among different subgroups and thus with the length and intensity

- of the services required to meet their néeds.

Another technical-issue concerns the limitations of the data
used in our analysis of need., Although all of the data sources °
used to estimate need were based upon'nationallx represéntative
samples of the population, the sample size and reliability of ‘the
data vary. among tqg surveys. Moreover, the dge groups included
in. the data differ among the various solUrces--the CPS includes
people 16-21 years old, the Adult Performance Level Project data
was confined to pegple 18-24 years old, and the Mini-ASsessment
of Functional Literacy was only given to l7-year-old students.
However , we believe *that these data, in spite’of their limita-
tions, provide a comprehensive and useful basis for estimating
.the approximate number and characteristics of youths with labor
market problems. .

v

CONCLUSIONS

Based upon our need analgsisbwe conclude the following:

--Usinyg labor force status as the major criterion for need
overlooks the substantial number of youths who lack the
basic reading, writing, and computation skills needed to
compete and succeed in the labor market. Estimating the
number in need thus requires’a detgiled, joint analysis of
the educational achievement, work experience, and demo-
graphic characteristics of youths.

. 45 622




--Among disadvantaged teenagers, those who worked part year
but experienced long periods of unemployment or those who
did not work at all because they could not find a job
shqQuld be the target of federally subsidized employment.

. However, a-subsidized job should not be the sole treat-
ment provided if the individual also has basic skills
deficiencies. e .

--Youths gho lack the,level of scholastic achievement needed
to funcfion in the ¥abor market should be included in the

number in need regardless of their work experience or
current labor force status.
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" 'CHAPTER 4

<

‘~EVIDENCE- ON CAUSAL FACTORS

. . . A — = e

Ideally, a good causal analysis of the determipants of .
unemployment and labor force partic¢ipation needs a data set con- _
taining direct measures of all the itwportant variables. The ma-
terial available fell far short of this idedl. We could only
.measure factors in a very indirect way--using proxy variables »

’ that we conjectured were correlated with ce in upderlying
Variables of interest. We describe this a ysis in detail in .
-—=the=first—section—of this—chapter——— T

one of the major, shortcomings of' our statistical analysis is

that we were not able to develop a good indicator of what may, be
a very important detetminant of| both employment status while
a teenager as vell as long.run employability prospects in the
post-teen years--scholastic achievement at'a given level of

P years of schooling completed. So we b%oughtgtoggther, in the
second part of this chapter, data from various surveys that show
measures of achievement in verbal and arithmetic skills and how o
these measures vary significantly by sociodemographic categories. ™=
We hope to stimulate research in this area And to alert policy-
makers to what we cofisider to be a very serious problem, one with
implications far beyond teenage unemployment per se. Serious de-
ficiencies in basic scholastic achievement can greatly limit the
.life chances of an individual. °* .

STATISTICAL ANALYSIS B

Regression analysis methodology ’

Economists use the statistical technique of multiple re-
gression to measure the influence of. changes in a number of
separate variables on one variable in particular. For example,
economists might measure the influencé of income, population
,4}owth, and the price of foreign automobiles on the demahd
for domestic automobiles. Changes in the variable to be ex-
plained, often called the dependént variable (in the above
example, this variable is the demand for domestic automobiles),
are related to changes in the independent or explanatory varia-
bles: inktome, population, and the price of foreign automobiles. )

-V ‘ Multiple regression techniques are used to estimate the
- parameters of an equation in which Y represents the dependent

_variable and each X represents the ipdependent variables:
' ) v
Y= a4 biX) 4 boXop b eel 4 bXy )

, A constant ‘term, a, is added to the equation to include other

i variables that might contribute to chafiges in Y but are not
‘ explicitly allowéd for ih the equation. . The values of b rboys «
- -~ bzr..., by, determined statistically,.measure the contribution

R
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respect1vely of X v ...I,X to Y. For example, should
the value of by be .0% ang Xy be dollars of income, the equation
tells us that, based on h1stor1c experience, for each change

in income of one dollar, a change of § cents will occur in the
spending on domestic autompbiles, the value of all of the other
variables held constant. .

To 1nterpret the results of multlple regressien correctly,
two aspects of the results should be noted. The first concerns:
whether the variables themselves (the X's) "explaif™™any part of
the change in the dependent variable, Y. While the b's may turn
out to have a positive or negatlve value, they may , nevertheless,
explain no part of the movement in Y. The reason is that even’®
though they have a positive or negative value it is not really
different from a hypothetical value o6f zero. Thus, it/”k\common
tQ talk about the "statistical significance" of the value the
b's. If they have, as judged by standard statistical tests, sta-
tistical s1gn}£1cance, then their values are different from zer
and movements in the respect1ve X's do explain movements in Y. \

\

Second of concern is the percentage of the variation 1n Y
that is accounted. for by variations in all the selected inde-
pendent variables taken together. ,This is commonly referred to
as the "goodness af fit." A common measure of goodaess of fit
is tEe square of the correlation coeffficient, or R The value
of R“can vary between 0 and 1. The closer to 1 the better
the fit, or more nearly do variations in the value of the X's
explain variation in the value of Y. Should R 1 we have
perfect correlation or the variations in the x'§ explain all the
variation in Y. At the other extreme, should R = 0 none of the
variation/ in Y would be explalned by variations in the X's. 1In
figure 5, the plotted p01nts in,(c) most nearly can be fitted
onto a line; the points in (a) are scattered too randomly to be
fitted onto a line. Thus the "goodness of fit" is best illus-
trated by (c). ¢«

Y

Figure 5

Goodness of Fit

@ (L) . (@)

’ 65
' .~ 48

12 -
.




. \- . |
. Thus, statistical signifacance of the iggggendent variables
and the goodness of fit, or R“, are ™wo propért es, of multiple

regression results éf‘imﬁbrtance to anyone interpreting them.

-Substantive analysis

: ® . .

To examine the teenage unemployment problem in depth, we
performed somé original analysis. oOur approach was to relate
measures of unemployment and labor force parficipation among
. teenagers with factors we believed to be important in explain-
ing their variation. We hypothesized that, other things being
equal, a- teenager with greater access to informal channels of
job vacancy information and who has a high level of.verbal and
arithmetic ability will be less likely to experience a period
of unemployment, and if he or she does, it will be of shorter
duration. In addition, it is’ likely that teenagers with these °
characteristics will also be able to obtain higher paying jobs

or those jobs that are considered more desirable, or bot ich
would tend to increase their "labor force pa Clpationfover teen-

§g§x3~wigpout these factors.

It has been difficult to obtain a variable, that directly
measures an informal channel of job vacancy information and
anoﬁ?gr one that directly measures a high level of verbal and
arifhmetic ability. As has been done with many other economic
studies, we have instead selected so-called "proxy" variables.
These are variables thought to encompass, somewh&t imperfectly
to be certain, the ideal variables that cannot be measured
directly. The two proxy variables we used to measuré variations
in access to informal information on jobs and arithmetic and
verbal achievement levels are family income'\levels and whether
the family received any welfare income (primarily AFDC).

N 7

Teenagers from families with higher levels of income would
tend to have higher scholastic achievement and more access to
informal channels of job vacancy information. At a given’ level
of family-income (primarily low levels), teenagers in familiee~
on AFDC would tend to be more’isolated from information than
teenagers in low-income but non-AFDC households. This is because
. AFDC households are predominantly single-parent, female-headed,
and AFDC female heads participate less in the labor force than
non-AFDC female heads.

For analysis of out-of-school teenagers, the AFDC household
vdriable measures another important factor--the work disincentives
embodied in the current program rules about earnings of recipient
children if they are out of school. .

Eor in-school teenagers, we developed a variable that meas-
ured differences in scholastic achievement levels somewhat more
" directly than the famjly income and welfare househqld variables.
This variable was based on the relationship between an individ-
,ual's age, the grade level enrolled in at the time of the survey,
and the average grade level of all students at that age level.
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If the teenager's grade level was two or mére below the average
for his age, he was classified as "below normal" attainment,
otherwise he would be classified as "normal attainment." Those
who were "below normal" atta1ners are those who were "left back,"
to use'an older terminology, and’it is almost cértain that

they would have lower scholastic achievement scores than-indi-
vidualst who were not left back when they were at the same grade
level. [ However, as we show below,'large differences in scho-
lastic achievement ex1st within a g1ven age and grade level.

These were tife main® indépendent or explanatory variables of
1nterest that we used in our mult1ple regression” equation. Our
data..set was thé large. number of teenagers surveyed by -the CPS
in March of 1978. Measures on all the ‘'variables were obtained
from each individual teenager reported on the.,CPS public use
tape. Separate multiple regression equations were estimated
for in-school and out-of-school teenagers. The two dependent

\‘vaflables, unemployment incidence and labor force participation,
were each measured in two ways- in terms of observed status, at
the time of the survey and in terms of incidence over the pre-
vious year. Separate multiple regression equations wexe also -
.run for unemployment incidence and for labor, force participa-
tion. Table 18 .shows all the variables that we used in all our

" regressions. Note .that the educational attainment variable is
different for the in-school and the out-of- school regressions,
but all other var1ables are the same for the "two groups. \

AN

Table 19 presents ‘the 9%sults of our original work. The
regress1ons use the variables defined 'and explained in table 18. °
As an aid to understanding our results, consider the regressIon
results shown on the third line of the table.: The numbers repre-
sent *the values of the coefficients of the variables indicated .
directly above them. In our example used dbove, the numbers cor-
responid to the computed values of the b's while the indeépendent
variables -WH, o etc., correspond to the X's. These results,
deslgned to exp a1n the labor force participation of out-of-scheol

*teenagers (symbolized as LS), tell us that

(1) Being from a welfare household (WH) will, holding other
- factors constant, 1/ decrease a teenager's probability
of being in the labor force by 3,12 below one from a
nonwelfare household. ¢

- :

(2) Being from a family with income below the poverty level

_ (I;) will, holding other factors constant, decrease a
e teendger's probability of being in the labor force by
0.13 below one from a family-with income above 149 oo
percent of the poverty line. .

¥ L]

N o

7 . s
l/The actual difference between welfare household and nonwelfare
.household teenager is greater than 0. 05 because teenagers from *
welfare households also have other characteristics that increase
unemphoyment--e.g., income and race. .
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“ ’ variables Used in the Regreésion'Analysks
- K . ¥
Name ~ ., Ssymbol | Definition . )
. . . §
Dependent. Variables - ) .- . )
. Employment status * ES ES = 1 if empioy d or ufemployed less than
A ‘ . 8 weeks; ES '= 0 if unemployed more than 8 . ‘
: » R weeks. - ) .
“ “ v
Labor fofce status LS LS =1 if-4n the labor force; LS = 0 if
"\ . not in the labor force. .
Employment experience ' EE EE = 1 if worked during 1977 and was’ - N
o~ p . unemployed 15 weeks -or less; EE = 0, if
: - if unemployed more than 15 weeks.
. \ ’ » : .
P . Labor force experience LE LE = 1 if worked pr was unemployed for 15

weeks or more during 1977; .LE = 0 if never
in labor force or unemployed less than

- * ) ' 15 weeks. ..
L . ‘. . %? ’ ) * . ﬁ
Independent Variables ' ' i

v

- Family in&ome . Ii.12.13 .+ Iy= 1 if family incéme below poverty line; ~

- I, =1 if family income is 100-124% of
poverty line; Iy = 1 if family incomd® is
125-149% of ‘poverty line; I, =I3=0.
if family income is greater than 149% of
poverty line.

[3 EY

Welfare household WH WH = 1 if household receives some welfare
! \\\ \ income .payment; 'WH = 0 if not.
- *
Educational attainment ED ED = 1 if less than high school degree;
(out-of-school youth) ED'= 0 if high school graduate.
. .o Educational at}qihment AT _AT =1 if "normal" attainment level: s
: . »  {im-school yoq&p) . AT =-0 if be}ow normal attainment level.
ot s
3 ) Race , ' E R ° "R=11if biack: R= 0 if white or another
N : race.. ., & ’
e - Age . A _A-=1 if 16-17 years old; A = 0 if 18-19
‘ o, B ' . " - . years old. ) .
v . oo . e - - \
< 7 o Sex - S =1 if male; S'= 0 if femals.
- , -~ . ) - 4‘ - ' B -
s - Region Rg Rg = 1 if in South; Rg = 0 if other region. PNy
“’4 N . A% 7 ‘
- -
P - -
Ve >~ ® N\
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/ ' Table 19 ' o ‘ - j; - '
R ' RegressionvKuation Results:. Partial Regression Coefficients ) \ :
> = < =
s ~

2 L Independent Variables

(o

5
\

Dependent !

7 variables. Wi I, I, *XI3 ED AT R A. s. Rg R’ n
Out—of—school -t . ) ’ . .
. Teenagers > . ) ~ | ’ . i
' ES . =.05% -.03% -.05% -0l .00 -.12* /00 -.01" - .02 /.04: 4,689
.EE -.08% -.10%* -.08% .03 -.04% ST .oé*a-.os*r-.o4* .05 4,819 "
; Ls T 2% —.13% —.0o% £-.08% —.09% - ' _.05% = Qg% ..20% -.04* .13 5,927 |
> g ” ~15% —.15% .07+ =07* -.07% T, S13% - 12k W13* .01 .17 5,927
In-School . ] ‘ A - ) l “ : .
Teenagers | . : T ' .
BS -0l -.05% -.02 -.00 . 95* -.17* l00 - .00 .01 .05 4,365,
EE - [/  -.03 -.05% -.05% -.01, " .04% ~.00% .01% -.02% .04%*_ .03 6,132 ~
s -.01  -.09% ,-.04 -.00% © L07*  —.11% —.04% .04* —.07* .03 10,525
Y . -
LE ‘“:02  -.14%* -.05 —.og% ) L 14% -.1f;‘-:22* .08%-~.03* .10 10,525

The * symbol "indicates that the variable is statisticaliy significant (i.e., it ﬁ;s a value
according to the "t" table of two or larger). This means that it is very unlikely that the .-
ugderlying value of the coefficient could be equal to zero (given 4its observed value), the -
R’ value, 'sample size, and the degree f intercorrelation between the Xj. See chapter 5 for '
more detailed disgcussion. ' . '

~
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' . (3) Being-“from a family with income between 100 percent
and 124 percent of the poverty line (I2) will, holding
other factors constant, decrease a teenager's proba-
bility of being in the labor force by 0.09 below one
from a family with income above 149 percent of the pov-
erty line.

A (4) Being from a family with income between 124 percent
and 149 percent of the poverty line (I3) will, holding
/ other factors constant, decrease au teenager's proba-
bility of being in the labor force by 0.08 be&low One <
from a family with income above 149 percent of the
- \\Jpoverty llne

(5) Being a  high school dropout (ED) will, holding other
factors constant, decrease the teenager's probability "
of being in ﬁhe labor force by 0.09 below that of a
high school graduate. .. .
(6> Being black will, holding other factors constant, de-
. " crease a teenager's probability of being in the labor
‘force by 0.05 below a‘white teenager.

- (7) Being 16-17 years old does, hélding other’ factors con-
stant, decrease a teenader's probability of being in
the labor. force by 0i{06 below that of an 18-19 year old.

(B) Being a male will, holding other factors constant, in-
crease a teenager's probability of being in the labor
v force. by .0.20 over that of a female teenager.

(9) Being from the South will, holding other factors cod-.
stant, reduce a teenager's probability of being in the
labor force by 0.04 below a teenager from the -non-
South.

t °

Note, unfortunately, the rather low R2 values, especially for

the in-school group. They indicate that overall our variables
cannot explain much of the variation among individual teenagers
in the incidence of unemployment or of labor force participation.
. Like all 1nd1v1dual differences in behavior, they are dominated
by detailed individual differences in personal characteristics
and special situational factors that gannot be captured by our
crude measures. The very large sample-s12es, however, allow us
to obtain some meaningful results on the sizes of the coeff1c1ents
of the 1nd1v1dual varlables
<
Overall, the variables appear to do a beﬂter job of explaln-
ng employment experience for the out-of-school than for the in-
’*chool teenage group. ’I‘hls better job of explalnlng is mainly
due to the better performance of the WH variable in thé out-of-
- school group -regression, which in turn probably reflects the
special disincentive effects it measures among out-of-school
teenagers who are members of AFDC recipient households.

“rfc » T
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W . The large and consistent effects generated by the income
variable (I, I,, I;) are striking and suggest that they are good
proxies for botﬁ ingormation and scholastic achievement factors.
For example, amoffg out-of-school teenaders, being from a poverty
family will, holding other factors constant, reduce a teenager's
employment experience rate (EE) by 10 percentage points below
what it _would have been if he had been from a family with income

150 percent or more of the poverty line. 1/ Among in-school
teenagers, this same difference is 5 percentage points. For

\ labor fowce-particdipation, the effec®s are even greater. For

the LS measure, the net difference Between poverty family and

families with incomes 150 percent or more of the poverty line was

13 percentage points for out-of-school teenagers and 9 percentagey

points for in-school teenagdrs.. The fact that family income pro-

duces such strong effe'cts on labor force participation probably’
megns that teenagers from these families gbtain higher paying
jobs, or' more desirable jobs, ‘or both=-as'well as locating them
more easily. This is because we would expect, holding other fac-
tors constant, high family income to reduce labor force partici-
pation of teenagers--they simply would hqve\less.need for the
money. The fact that the observed coefficients are large and

L positive means that the overall labor market advantages of teen-

. agers from higher income famili€s must be quifte significant-- .
significant enough for them to outweigh the negative effect

of family income on the need to work. )

‘ N v

The disincentive effects monitored by the WH variable appear

tp .be important.-.2/ Among out-of-school .teenagers, being in a WH

amily will, holding other factors constant, reduce the LS measure
f participation by 12 percentage points and the LE measure, by»

percentage points. The role of the WH variablé in influencing

' unemployment incidence via its influence on access ‘to channels

: of information only appears significant for the out-of-school

group. 3/ In the in-school equations, the -WH coefficients in the .
ES and EE equations are small and not statistically significant.

-

1/The partial regression coefficients in table 9 are sﬁbwn as
fractions, not percentages, e.g., the coefficient-of Iy in the
EE equation for ouﬂggf—school teenagers is 0.10, not 10. This
is because the deperdent variable is either zero or 1 and the
regression coeffigﬁents therefore are, in probability, terms

that-areqfraction . /One mu;t;p}ies them by 10

to get percent- ‘
ages, . \ ¢

2/1It is important to note that out-of-school youth in WH familiés

havemore—incentive to underreport their earnings and labor
force participation,to survey takers. Therefore, our disin-
centive efforts estimates are probably upward biased to some
v unknown degree. ‘ * ‘ .
3/Recall that we do not expect the WH variable to\produceﬁgny -
labor force effects among in-school teenagers, because £%r_ them
; the AFDC program does not contain any work disincentive.

Q . : ' 54 3 ’
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Further analysis could not furn up any reasonable explanation for
this asymmetry. PR

The results of the race variable (coefficient under R iné
table 19) can be interpreted as showing the amount of the gro
racial difference in the dependent variable that cannot be ex-
plained by racial differgnces in the 1ndependent variables in-
cluded 1n the equations. For:.example, the coefficient of R for
the LS equatlon for out-of-school teenagers, -.05, means that
after taking into account racial differences in all the explana-
tory variables a 5 centage point difflerence still remains
between black and white teenagers in labor force .participation
rates. The significance of these "net" effects of race can bé
seen by comparing them with the "gross" racial differences in

. the dependent variables. These are simply the differences one
observes when the comparisons are not adjusted for any factors

at all.

The gross racial ' differences in the dependent variables for

.each teenager group along with the corresponding "net" coeffi-

cients from table 19 are shown in table 20.
Table 20

Gross and Net Racial Differences (White--Black) a/
- 1n the Dependent Variables
) - (percentages)

 Dependent Out-of-School In-School

Varlable -7 'Tééragérs } © 7 77 T7TTéénagers -
B . © s -14 (-12) -20 (-17)
EE, X ‘ -15 (-11) -11 (-09)
LS o -17 (-05) -16 (-11)
LE E ,-25 (-13) . -24 (-17)

a/Net racial differences are in'parentheses. They are the

partial regression coefficients from table 9 times - 100.
- ) ” N = b
It is clear from the tablg that for some of the dependent
variables gnd for the out-of-school subgroup our variables ac-
counted for a s1gn1f1cant part of the racial difference in unem-.

g;u_xmcul. and—tabor LULce mm WTCI&L.LY
so for labor force participation among out-of-school. teenagers
and 1is attributable to the effect of the WH variable and the
difference in this'variable between black and white teenagers.

the differences were not explained our model. . \ .

‘Howeveér, it is just as clear that §§§nificant amounts of some of

A final finding 1is the effects: of our AT variable. Note
the large and statistically significant coefficients for this
N

i 1 . W
55 .

~J
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households at the time of the survey were not then randomly "

‘o ’

. variable in the equations for all four dependent variables.

Being a teenager with below normal attainment means, holding
other factors constant, unemployment rates about 5 percentage
points higher (ES equation 0.05 and EE equation 0.04), and labor
force participation ;ztes (LS) about 7 percentage points lower.
In terms of the exped®ence measure (LE), the .dabor force differ-
ence is much highér--14 percentage points more have no labor
force experience at all during 'the year. These results suggest
that if we had direct measures of scholastic achievement for each
teenager in ou# sample (e.g., scores on standardized tests) we
would explain much more of the variation in unemployment inci-
dence and labor force participation., s«

In conclusion, it is important to briefly note the inherent
limitations of any causal analysis based on non-experimental data.
All the data underlying our equations is collected by the Census
Bureau as part—of their on-going descriptive survey of household , '
socioeconomic characteristics. 1Individual teenagers have not '
been randomly assigned to various categories of our independent
variables--e.g., a set of teenagers who were not in welfare-
divided and either put in_one or the other. We Kave used the
observed division of teenagers between these households at the
time of the survey and attempted to adjust, using multiple re- .
gression analysis, for any differences in significant factors
that we could observe--e.g., age, region, income, etc. However,
one can never be sure with this retrospective method that some .
important factor has been overlooked--e.g., a personality trait--
so that our conclusion about a causal relation between WH and
labor force participation may be spurious.

In chapter 5, . we analyze these issues irs great detail in con-
nection with a criti§ue of the evidence relating unemployment and
crime. The readers should keep the analysis of this section in
mind when reading that analysis and try to come to their own con-
clusion of the degree of validity of our findings in this chapter.

DATA ON PATTERNS OF SCHOLASTIC
ACHIEVEMENT AMONG TEENAGERS

X

\
The available data on thé educational deficiences -ofteen-
agers in basic skills such as reading, writing, and mathematics
are described here. First, we examine the results from tests that

estimated the degree of functional literacy among the teenage
population. Second, we present data from the Adult Performance
Level Project, a competency based test that is perhaps more
Closely related to employment success. Finally, we review seve-
ral other data sources’ that measyre educational achievement. 1/

i

\ f
1/Literacy, competency, and achievement tests are strongl
fluenced by quality of schooling, family.income, educatio
of parents, and other background factors. :

56 : :fj (
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Functional literacy among teenagers

Estlmatlng the number of teehagers with educational defi-
ciencies requires a standard .of achievement against which the =
test results for each teenager can be compayed. Several tests
have been developed and given to natdonal amples of the popu-
lation. -

One of the most recent assessments of ‘the educational
achievement of teenageérs was the Mini Assessment of Functional
Literacy (MAFL) conducted in 1974 by the National Assessment of
Educational Progress. This test, which was administered to a
nationally representative sample of 17-year-old students, was
designed to measure the extent of functional literacy among the .
population. 1/ The National Right to Read Effort, which commis-
sioned the study, determined that students who failed to answer
correctly 75 percent of the exercises would be considered func-
tionally illiterate.

. These éxercises required only basic skills in reading and
understanding written mategials including passages, graphic mate-
rials (drawings, charts, maps, forms), and, reference materials
(dictionaries, encyclopedias, and telephone directories). The
following sample questions illustrate the level of reading skill
required for a student to be considered functionally literate:

~-A picture of four doors labeled "Principal,"” "Nurse, "
"Cafeteria," and "Library" is presented and the student
is asked to identify the door where one would go for
lunch. '

--A copy of an auto insurance policy statement is presented
and the student must determine the maximum amount of
Ycoverage for medical bills under the policy.

-+A listing of telephone area codes and long distance
information is presented and the student must identify
the number to call to obtain a number in New York City.

. - ¢
Tables 21 and 22 show the MAFL test results by 'various demo-
graphic characteristics. Overall, 12.6 percent of the l7-year-
0ld students were found to be functionally illiterate.

The 1111teracy rate for certain socioeconomic subgroups 1is,

however, higher than” this overall rate. The disparities between

.disadvantaged and advantaged'teenagers are quite wide. For those
teenagers defined as educationally disadvantaged, the illiteracy
rate was 25.8 percent, a rate almost three t1mes the rate for
educationally advantaged teenagers. L

l/Charles J. Gadway, Functional Literacy: Basic Reading Perform-
ance (Denver, Colorado: National AssessmentWof Education
Progress, 1976). . '
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- Table 21

Teenagers%(l? Years 0l1d) Who Scored Below 75 Percent
on thewMAFL, By Color and Education of Parents

R {percentage)
) C Education of farents
Color - Total ) Advantaged Disadvantaged a/
White 8.2 ' 6.6 © 15.6 :
+ . '  Black . 40.9 30.0 57.0
Other 30.5 . 27.8 29.3
- TOTAL - 12.6 SR 8.8 25.8 »
a/Neither-parent completed high school. -
% .

°

Soufge ahd definitions: see text discussion.

‘ ' .

‘ ‘ Table 23

) Youths (12-17).Who Scored. Below the Literacy°Cut—off of the
Brief Test of Literacy, By Color and Education of Parents a/

, (percentage) ..
e L Education of Parents
Color Total None Elem. High Sch. College
White . 3.2 21.9 6.5 2.3 0.6
Black . 15.0 \\ 52.8 18.2 ’ '12.0 1.8
" TOTAL 4.8 27 .4 8.9 3.5 0.6

<

a/Parents' education is for the fit§t.listed parent.
Squrcé: See text discussion. ' : .

- v

’ +
Several other tests of functionale.illiteracy were adminis- °
tered to national samples of the population in the early 1970s. -
We show only the results of one of these broken down by socio-
economic characteristics. 1/

8= t -

- .

-

© . - ! ’
.

...... . v

1/The results from the other surveys are broadly. consistent with
the ones we show. Most of the apparent disparities are a func-
tion of the difficulty of- the cut-off point chosen to define
functionally illiterate. The differences among subgroups ’
would not be affected by this issue. See Fisher, Functional
Literacy in the Schools, U.S. Dept.- of health, Education, and

Welfare, National Institute of Education, Jan. 1978.

N
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The Brief Test of Literacy was administered to youths 12 to
17 years o0ld as part of the Health Examination Survey (1966 to
1970). 1/ For the purpose of the test, literacy was defined as
the level of reading skills attained by the average child 1in the
United sStates at the beginning of the fourth grade. As shown in
table 22, 4.8 percent of youths did not meet the literacy stand-
ard 6f this test. Although this is significantly lower than the
MAFL aggregate illiteracy rate, the disparities among subgroups
within the population are similar. ” ’

As with the MAFL data, there are also significant differences
by educational attainmept of the parents. The Brief Test of
Literacy also reported illitéracy rates by the gradge placement of
the teenagers. As expected, the further a teenager's grade place-
~ment is below normal, the higher the probability he scores below
the literacy cut-of€. This provides some direct evidence that
our normal/below normal attainment variable in the regression
analysis was capturing primarily the effects of achievement dif-
ferences.

L %
Functional competency: The Adult '
Per formance Lé&vel (APL) Project .

Al
[

The studies described above, which asseéi‘functional liter-
acy of the population, are designed to measure the ability to
read and understand written material. One-'study that went beyond
this traditional notion of literacy was the Adult Performance
Level Project, conducted in 1974 by Norvell Northcutt at the Uni-
versity of Texas (Austfin). 2/ The objectives.of this projéct
were to "specify the competencies which are functional to economic
and educational success in today's society." 3/ To measure. the
level of functional competency within the population, the project
developed a series of tests within each of five general knowledge
areas and tested the performance of a national ‘sample of adalts.
These tests require the individual to perform tasks such 'as

--filling out a sample check to pay for a purchase,
' {

--completing a letter to a Congressman to express opposition

to a bill, , o |

-—-addressing a business envelope, and

s

'l/DoEothee—Veth—L{%eéaeymAmong_XOuths 12-17 Years, Vital and
Health Statistics, Series 11-131 (Washington, D.C.: U.S.
‘Government Printing Office), December 1973.

g/Adult/Performance Level Project, Adult Functional Competency:
A Summary (Austin, Texas: University of Texas, Office of
Continuing Education, March 1975)."

-

3/1bid., p. 1.
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--completing missing information on an'apélication for a
Social Security number.

Test scores were then correlated with measures of the actual
economic status of the individual test taker. The test scores
were found to be significantly correlated with economic status
measures, and these correlatiohs were used to establish corres-

spondence between test .score levels and functional competency

levels. For’ example, the APL 1 category ("functionally incompe-
tent") contains -individuals yho had below poverty level income,
8 or fewer years of schoolingy—and were unemployed or unskilled.
Thus, the APL 1 category contains the individuals who ranked
lowest by test score, and most (but-not all) of these individuals

had the above three low socioeconomic characteristics.

Table 23 shows the overall percentage of the youths 18 to
24 years old who were measured as functionally incompetent (APL
1 category) and by color and income level. According to the APL
results, 19 percent of youths (18 to 24 years o0ld) were function-

ally incompetent. .

Table 23

uths (18-24) who 'Scored in the APL'l Category’

Yoo
(Functionally-Incompetent) by Color and Family Income
(percentage) .
]
¥ Family Income
Color Total Below povérty Above poverty
White 12 14 11
Black 53 61 . 48
Other 50 48 . 51
Total 19 32 lé6

Source: See text discussiorr.

Other assessments of S
educational achievement : .

L,
N

iiuo_additional_sets@ofﬁeducational_datafwexenidenti£ied—in

our literature review. These include, results from (1) the Nation-
al Assessment of Educational Progress tests in reading and basic
skills 1/ and (2) The National Longitudinal Survey of the-High

\
. N
‘
a

1/W. Vance Grant and C. George Lind, Digest of Education Statis-
tics, 1979 (Washington, D.C.: Department of Health, Education,

and Welfare, National Center for Education Statistics, 1979).

0. T vne
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School Class of 1972. 1/ These tests do not provide an absolute
standard of "competency" or "literacy" against which to compare
the population. Rather, they simply use the average performance’
of the population (i.e., all teenagers) as the horm and then com-
pare the performance of subgroups within the population to these
population norms.

Table 24 shows how selected subgroups of l7ayear-olds per-
formed relative to the national population on the NAEP assess-
ments of reading and basic skills. As with all our other pre-
seﬁtatlons, large and s1gn1f1cant differences in performance by
indicators' of socioeconomic status exist. .

Students in the Nat{onal Longitudinal Survey of the high
school class of 1972 were<given a battery of tests in the follow-
ing areas: vocabulary (ability to understand the English langu-
age), reading (ability to read and understand short passages of
nontechnical material), mathematics (ability to solve reasoning
problems involving quantitative -comparisons, but not requiring
algebraic, geometric, or trigonometric skills), letter groups
(ability to find general concepts in a nonverbal context); mosaic
comparisons (perceptual speed and accuracy); and picture number
(rote memgry\sgi}Ls). J

Table 25 shoys how selected suhgroups df high school seniors
performed relative to the national average on the various tests
given in the National Longitudinal Survey. Again, we find the
familiar patterns by socioeconomic status of the family.

SUMMARY S

The above compilation suggests that there are important
differences between socioeconomic groups in the degree to which

a

National Assessment of Educational Progress, The First National
Assessment of Career and Occupational -Development: An Overview
(Denver, Colorado: National Assessment of Educational Progress,
N ber, 1979). : '

1/Wt m B. Fetters, National Longitudinal Study of the High

1

Sc 1l Class of 1972: Student Questionnaire and Test Results .¥

By Sex, High School Program, Ethnic Category and Fathers' Edu-

cation (Washington, D.C.: 'U.S. Department of Health, Bducation,
and Welfare 1975).

William B. Fetters, National Longitudinal Study of the High
School Class of 1972: Student Questionnaire and Test Results
By Academic Ability, Socioeconomic Status and Region (Washing-
ton, D.C.: U.S. Department of Health, Education, and Welfare,
1976). : '
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Aruitoxt provided by Eic:

\ ' . Table 24
NAEP Results on Reading and Basic Skills
by Race and Education of Parents
(percent of correct answers on test) a/

. Reading “Basic Skills
Characteraistics % Computation :Graphic Written Manual
National Mean _ 72 70 80 63 66
Color ) .
Black i 55 , 49 59 53 53
White 75 73 84 64 ° 69

‘%
Parental Edueation _

3

No high-school v+ 62 60 69 59 58
Some high school 65 63 72 58 60
Grad. high school 71 69 79 62 66
Post high school 77 76 , 86 - 67 70

a/Percentages have been rounded to nearest whole number.

Sources: W. Vance Grant and C. George Lind, Digest of Education
Statistics, 1979 (Washington, DC: Department of Health,
Education, and welfare, National Center for Education
‘Statistigs, 1979), p. 31. *

National Assessment of Educational Progress, The Fairst
National Assessment of Career and Occupational Cevelop-
ment: An Overview (Denver, Colarado: _National Assess-
ment of Education Progress, November, 1976).

>

/// Table 25 )

National Longitudinal Survey of the High ’
& School Class of 1972 Results by Areas and
Selected Socioeconomic Characteristics
(percentage of answers correct)
@

-

) Picture/ Letter Mosaic
Characteristic Vocabulary Number Reading Groups Math. Comp .

National Mean . 43 57 49 65 52 39
SES , ! ‘
Low ’ 30 51 38 56 38 36
Medium 43 57 . 49 66 52 40
High 57 63 61 74 67 43
Race
4
White o 46 59 52 68 55 41
Black - 20 41 28 45 26 28

Father.'s Education

Not HS Grad. 36 55 44 62 45 38
HS Grad. 45 59 52 69 55 41

College Grad. 58 63 62 75 68 43
Sources: Fetters, op. cit.

p GAO tabulations of published results.

[}
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they are being prepared in the basic skills needed to function in
a modern economy--reading, writing, and mathematical skills.
‘ Y

There -1s, however, one caveat that the reader should consider
in evaluating the significance of these ddta. The factor of ulti-
mate interest is not the teenager's score on the test. “It is
rather,productivity on the job, and although performance on the
test is almost certainly correlated with susequent pr6ductivity
on the job, it may not be closely ¢ lated. " In addition, some
feel it may be a good predigtor for one socioecon®mic group (e.g.,
middle class whites) but a poor predictor for another (e.g., lower
class blacks)--i.e., the tests may,be "culturally biased." :

A detailed survey of the literature on cultural bias' in
tests is beyond the scope of the present‘gf“ay However, this
does not mean that the achievement gaps in the existing test data
should be ignored. Many educators around, the country do think
they are significant enough_to be used as-a guide for-allocating
remedial resources and monitoring student progress. Others, 'how- .
ever, hold the view that existing test Instruments are not
culturally biased. Whatever the relative merit of these pos%tions,
a desirable approach would be to focus efforts on closing these
achievement gaps. They will not only be helping with whatever
serious teenage unemployment exists but also with improving the
life chances of these individuals far beyond their experience
as teenagers. \




.o . CHAPTER 5 v - )

' .

TEENAGE UNEMPLOYMENT: EFFECTS ON FUTURE LABOR

MARKET OPPORTUNITIES AND CRIMINAL BEHAVIOR B
. .
: °  One reason people are concerned ahout teenage unemployment
is that they-believe it may have serious effects beyond the imme- A
o dlat@ loss of income and the frust®ation incurred by the teenager. *
Tne most serious sideé effect is that teenagers might engage in §
drimrnal getivity. The other, although less dramatic effect, is

that ,the unemployment experience may hinder a teenager s future .
: labor market experience. > ] ' : - . o
? ~ .

. e g

» In thr% chapter we present surveys of the ex1st1ng evidence.
Many more  studies have been written on the teenage unemployment/ \
crime link thanfon the teenage unemployment/future labor market
success relationship. After a brief section on the' latter, the
‘rest of the chapter and appendix II presents a ¢éritical survey.
of the literature on the, criminal beh§v1or@effect.

9
-3 a

EFFECTS ON FUTURE'LABOR MARKET SUCCESS .
our analys1s in the eariier chapters has shoWn that because .
of the*type of. unemployment experienced by .the miajority of teen- ‘
agers--short duration, involvifig only.,a part-time job, begun ang
terminated vepluntarily by the teenager--it would probably not have
any long run effects on laRjor market success. However, some per-
" iods of unemployment are long and ‘occur in a context suggesting . y
» @ serious need for a full-time job. These types of experiences
could; in principle, have-long-run -effects.—The effect—coutd op= ¢ T
; erate through a number of channels--loss of job e¥perience, loss
of hard-to-obtain information on career ladders, loss of motiva- *
tion, or some combination of these. .But it is also plausible
that-even long periods of unemployment may not have any -serious
long run effects. Individuals, especially when they are young, \
¢ \can be fairly resilient in the face of adversity. Clearly what - o7
is needed on is jissue is empirical ev1dence-—deduct1ve specula-
tions are highly inconclus1ve. . . -,

- e .

° ) Empirical evidence on this issue, like that on so many as-
pects of soc1oeconom1c behavior, however, suffers from uncon-
trolled elements. It is rarely possible to assemble groups of
individuals who differ only in the variables whose effects you
want to study. 1/ At best data can be assembled on nonrandomized

- 6 N

—— - e — ———— - - —

1/The exceptions are the recent income maintenance, housing al- .
lowance, and health insurance experiments. These experiments T
raise difficult issues on another level. See Farber and, Hirsch, )

. "Social Experimentation and Economic Policy. A Survey", Journal on
of Economic Literature, Volume XVI, Dec. 1978, PP. l379—l4l4.
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. so—~called "longitudinal or "prospective" data frameworks). Al-

o

-
>

groups of individudls who are then followed through time (i.e.,

thoudgh this does not solve the problem of holding other things
constant, it does allow us to observe the situation both before
and after the variables.of interest have changed, and this can
”spmetimes be &f great help ih interpreting the validity of any ob-
‘served correlations. We can observe some of the factors that
.caused the explanatory variables to change which in turn can sug-
gest ‘whether the variable of interest is likely to be correlated
with variables not included in the analysis. Longitudinal data
klso allow us .to study d1rectly how events in one segment of the

ife cycle effect behavior in another, whiah is precisely the
type of problem we are studying. . '

Two studies based on an excellent prospective longltudlnal
data set are available. Collection of the basic data was begun in
1966 when a national probability sample was used to select 5,000 .
men to interview on their labor market status, experience, and -~ '
outlook. Data on a host of personal characteristics and environ- .
mental and attitudinal variables were also collected. When inter-
viewed the first time the men ranged in age from 14-24.. Subse-
guent interviews, which focused on their labor market experiences,
occurred annually through 1971, with telephone interviews in 1973
and 1975 bringing the total number of panel interviews to eight.
Attrition rates over the years were not high as indicated=by a
76 percent completlon rate: through the 1975 interviews. 1/

V 4

Recently a study appeared that addressed t
market effects of teenage-unemployment .using
file. 2/ Becker and Hills focused on men
enrolled in school during 1967 and also
force experlence during that year. Fo
were employed in 1975, 1t was possib
wage rate, which served ‘as the cri
effects. They asked the question
the unemployment experience of j
ago and the wage rate Yevel t
job?, -

long-term labor
e NLS 'longitudinal
6-19) whp were not

d some work or labor
those of this group who
to measure their hourly
ria for measuring long run

Is there any relation between
dividuals in this group 8 years
Y have achieved on their current

Slnce they wanted to isolate the ,net effect of ®arly unem-
ployment experieace, the authors tried to hold other factors con-
stant., They did..this statistically by runnlng a multiple regres-
sion analysis. As we saw in chapter 3, the dependent variable
(the hourly wage rate of the individual in L975) is corrélated
simultangodsly with variables that measure not only the factor -
of interest (unemployment experience in 1967) but also other

% R . S
l/Center for Human Resource Research, Thé National Longltudlnal . -
Surveys Handbodk, .Columbus, Ohio State University, 1977. -
- ¢
2/Brian’ Becker and "Stephan Hills, "Teenage Unemployment: Some
" Evidence of the Long Run Effect on Wages", Journal of Human
* Resources, Volume XV, No. 3, Summer 1980. '
—_ S ; .
.- Y -
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factors that can effect the dependent variable and which may be
correlated with early unemployment experience--measures of hyman
. " capital factors, such as years of school completed and subseagent
post-secondary training, and 'measures of tastes and attitudinal
factors, such as marital statu@, number of dependents, and the
score ‘the individual made on a‘psychological test, that attempted
to measure motivation: This last meaSure is particularly use-
ful to have because there is some presumption that the data will,
be characterized by what statisticians call 'heterogeneity".
That” is, even after holding many personal characteristics con-
stant, individuals'wkll still differ by factors other than
. early unemployment--e.g., an individual with personality prob-
lems. -The attitudinad tests obtained in the National
-Longitudinal Surveys at least,aflowufor some control over this
. source of bias. - '
The regression equation théy'fitted was, essentially, the
follkowing 1/: '

.

1
Y = A + ByX; + B3X, + B32X3X, + :i:, BijX; (n =ﬂl87 observa-
1) .

tions 1=3
- ~, ~
: . Where: Y = hourly wage rate'in 1975 -
- . ’ | . ~ - - )
X1 ='experienced .one or more periods of unemployment in
1967 (dummy variable) ‘ i :
: X, = weeks of unemployment in 1967
X4 = race (dummy vaiable, 1 = white) ;
. . vy
) Xj = control and standardizing variables--marital statudy

years® of school completed, region of. residence in
197s5,, tc. !
Thus they estimated the effect of unemployment experience with , °
-two variables--a measure of ingidence and a measure of duration. .
They also tested to see if the long run effects interacted with
race--i.e., whether a given negative employment experience as a '

. teenager had a stronger effect for one race than for another.
-Their findings were, perhaps surprisingly, that B was very
large and positive. Those who experienced a spell of unemploy-
ment as a teenager had higher hourly wages g@s yqung adults. Al-.
though this positive effect diminished with the length .of unem~
ployment (i.e., B, was negative), it did not, for white males,
* © elifminate the positive effects even for long periods of unemploy-.
ment. For blacks, however, additiqnal_weeks'gf unemployment had'
= a greater negative effect on subsequent wages (i.e., B 5 Was pos-
" Ltive). While unemploymente periods of up:.to 8-10 weeks‘had a

‘positive or negligible effect on subsequent wage ‘rates, anything

.
&

*
-

1/Their actual equation contained an X% term.

. 66 - 5.4 - \
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beyond that time, however, had a significant negative effect for
blacks. These findings are summarized in table 26. ' The table
shows the difference between the 1975 wages of those young adults
who had experienced one or more periods of unemployment in 1967
and the wages of young adults who had experienced no unemployment
in 1967. .The positive effects for those who experienced short o
periods of unemployment are quite striking in percentage terms--

elg., a white male-who had experienced unemployment for 2 weeks

had wages, on average, 28.1 percent higher than white males who

had not experienced any unemployment as a teenager. For blacks,

the positive effectg. disappear for periods of unemployment greater

than 8 weeks. The large negative values for blacks at very long

periods cannot be taken too seriously, however, because they re-

sult from the particular functional form used by the authors to

describe the interaction between race and the effect of uneniploy- -
ment on wages. Also, the coefficient estimate (of B3,) was ljust

on the borderline of statistical significance.

N\

Table 26 / ¢

Absolute and Percentage Change in Average Wages
s , by Duration an8l Race
(Direct Effect)

; . f
. Weeks ) J

Unemployed " . Black white : ‘
Absolute’ Percent Absolute * - Percent ~
{1n cents) '\ (in cents) .
. 1 , 154,51 - 29,3 " <163.64 ©o31,1 .
2 129.63 . T s 24.6 147.89 . ©o28.1
3 - 105.73 = 20.1 133.12" .. 25.2
4 '82.81 , 2 15.7 119.33 22.6
, 5 . 60.87 . 1l:s. 106.52 ~ 20 2 .
s 6 ~ » 39,31 . 7.6 94.69 17.9 7]
‘ 7 . r19.93, 3€§ - 83.84 15.9
8 A, Ce 0,937 73.97 f4.0
- 9 . .=17.09 . -3.2 165.08 ‘ 12.3
? - 10 -34.13 -6.5 | 57.17 . 10.8
11. . =50.19" -9.5 50.24¢ & 9.5 .
12° ‘. -65.27 12.4- 44,29 8.4
' 13 ,=79937 . 515.1 . 39.32° 7.5 %
> 14 | - "-92.49 - . =17.5 "35.33 B 6.7 7 =&
15. . -104.60 * S -19.8 . 32.35 6.1
+ d
Source: 'Becker and HlllS, "Teenage Unemployment...." Op°7C1t
T op. 366, Table 3 ) . . .- , L
N - \ Coet g &

Thus, this study finds that even *among teenagers on expekl— i -
enced unemployment while out of school, there is not much evidence -
of "any adverse effect on-future labor market opportunities. <+Far

.-
- © f ’ - -
.
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« blacks, or course, the findings require a slightly modified
"statement. 1/ \

We could only find one other:study that attempted serious
empirical analysis of this issue. 2/ Stevenson applied a quite
different statistical methodology and used sllghtly d1fferent
variables than Bécker and Hjlls did even though they both used the
same longitudinal data file. Fbrfymles, Stevenspn's conclusions
appear broadly consistent with those of Becker and Hills. As
noted in chapter 2, Stevenson did find a very large and signifi- .
cant effect among women and we gave there the argumeéent about why
the results for women are.so difficult to interprﬁt.

’

EFFECTS ON CRIMINAL BEHAVIOR'

Politicians and mempbers of the general public believe a con-.
nection between crime and unemployment exists. To cite a single
example, the late Senator Hubert Humphrey stated in an address to
the Joint Economic Committee that if "youths don't have a chance
to earn money oh a job, they get money in the ‘streets."” é/

Despite the widespread and 1ntense belief that unemployment
is a significant cause of crime, conv1nc1ng emplrlcal evidence
does not exit. 4/ This is not to #ay that_;here is absolutely
no pos1t1ve relation. For example, it is highly unlikely that a
decrease in the time it takes a teenager to.find a job would in-
crease crime, so if anything, the crime rate would ‘decrease. The’’

"issue is whether the decrease -would be' quite significant or only
slightly greater than no change. On this question, unfo;tunately,
the €x1st1ng empirical data do not shed much llght. ' *

Moreover the situation is made more difficult to 1nterpret3
~ ' because of the way unemployment is measured. Teenagers that lack
7 personal qualifications may‘report themselves as out of the labor K

Ay l/One shortcoming of the Becker Hills study is that they did not
analyze for pq§s1ble d1fferences in occupational status. . It
is .possible that jobs with longer run growth potential could
have the same level of wages as a-lower growth occupatlon in ®

_ the early years of the career: pattern,
- LN N <

o

’

2/Wayne ‘Stevenson, "The Relatlonshlp Between Youth Empioyment
and Future Employability and Earnings", in Supplementary
Papers Ftrom the Confference on Youth Unemployment: Its Measure-
ment and Meaning, UlS., Department: of Labor, Employment and
Training Adm1n1stratlon, Offlce of Youth Programs, Oct 1978.

® .
e 3/N1nety fourth Congresg,.second sess1on, September 1976 i
4/Others have| cone to the samé conclus1on. See Rlchard A. Tropp,
“Suggested éollcy Initiatives for<Employment and.Crime Problems,"
~in Crime and Employment Issues (The American University 'Law
School, Institute for'. Advanced‘§tud1es in Justice, 1978).°

AN A T
Qo . ) 68 ) : ,




force and not interested in a job. Some teenagers in this group
may well be pushed into criminal behavior because of their ina-
bility to qualify for a job, sbut they would not show up in the
data as being unemployed in the period before committing their
crime. Thus, the existing data only fails to support the notion
that inability to find a job by an otherwise qualified teenager
js a significant cause of juvenile crime. A serious lack of
persdnal qualifications could still be a factor.

The sections that follow present critical reviews of-the:
more salient studies on the teenage crime determinants. These
are as brief and nontechnical as possible. Appendix II contains
a more detailed and technical critique.

Studies using Eggregated data , P

A}

the only ones that focus directly on the econom determinants of
crime. Unfortunately these studies are also subject to the. ~
most serious problems of statistical methodology and inter-

pretation. -
’

Economists have done most of these studies\;:d they are
i

An important feature of these studies is that they &11 use
geographical areas or time perieds to-generate their data points.
THey either correlate teenage unemployment rates and ‘crime rates
across areas (e.g., across all large cities, across all census
tracts within a sindgle large city, etc.) or over tipe (e.qg.,
annual teenage unemployment rates and crime rates over a 25 year
period), THese data invagiably show a positive association be-
tween unemployment rates énd crime rates. when a simple correla-
tion is fit to the d@#a. That is to say, it.is true that across
areas and over time a'simple regression between unemployment (UR)
and crime (CR) - , , , ¥

—
¢

. "CR =a +DbUR + ’

-

S

yields a positive value for.b and a statistically significant
degree of positive correlation. . .

However, once variables other than unemployment dre added to
the equation the picture changes significantly. For example, if
a trend variable is added in order to account for other jor
causes of .crime that may have changed steadily over time, “the
positive partial-correlation between cyime and unemployment that
remains is much smaller than in the simple correlation. Since we
do not know if other causal factaors have changed over time, the
time series correlationd using aggregate data are not very illu- }
minating. ‘However, about the most significant piece of existing -
evidence for the unemgloyment/crime connection, is o ‘be found in
the time series data. °There definitely seems to be ‘a pro—cyclicenl
relation that can be seen by visually examining the charts of the
two series: When {eenage unemployment rises because of a general
business cycle thpg% crime_rate also tends to rise. However, the

.
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degree .of correspondence is not that close 'and an important: alter-
nqtive hypotheSis can explain this cyclical association--i.e., it
is the lowered income of the family that is motivating the teen- .
ager to commit crime ratherythan his own ungmployment. Without
longitudinal data on indiVidual teenagers, these hypotheses can-
not be distinguished . o
Similar problems of data and proper spec1fication of causal
variables’ plague the studies that correlate aggregate data across
- areas. They have not been able to measure enough of the possible
.causes of crime other than unemployment to jnake théir analyses
t convincing This is particularly importapt with unemployment and,
crime because there is reason to believe that a "built-in" corre-
lation between them would exist even if there were no causal
- relation. Thus, teenagers who are .going to commit crime regard-
less of their employment experiences may also tend to quit (or .
be fired from) their jobs more often. Therefore, in areas where '
there were more of these problem teenagers, both the crime rate
and the unemployrent rate would tend to be high. As we' show below,
there is fairly strong evidence that psycholodical, environmental,
and SOCiological factors Significantly affect the propensity to .
commit crime.

. ‘Thus, it is quite possible that the observed crime/unemploy-
ment correlatioh in these studies primarily reflects other factors.
One study in this group 1/ did try to control for spme of these
other factors. Fleischer concluded that when he entered measures
of some of these other factors in his equations he was unable to
isolate any net 9ffects on crime rates for either unemployment

i , or for the other factors. This finding does not rule out .5
significant causal role for unemployment ‘but it does mean that
across areas unemployment rates are so highly correlated with

PR

measures of family background variables that one cannot, °‘ﬂ“
* statistically, unravel the separate effects. » -
T Studies by ecqnomists using |, i
s ~ aggregated data reviewkd - ' .ot
> M. Harvey Brenner. Estimating“the Social Costs of.Youth Unemploy-
o \ ment Problems. . ' ,
’, - ’ ' ) ar l—’-\

. Estimating the Social ‘Costs of National "Econo- ¢

(‘1\

. . .mic Policy. -
. . d ® S §
BecHﬂolt,'Burley V. Jr. "Cross-Sectional Ahalyses of Socioecono-

. mic .Determinants of Urban Crime, " Review of Social Economy,
[ Octdber 1975, 33(2), pp. 132-140. | . -

L3 . .
LN L -y . . . )
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\\ . %+ 1l/Belton M. Fleischer, "The Effect of Income on Delinguendy," The
’ American Economic Review, March, 1966, 56(1), pp.'118-137. -
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Blgck, Michael K. and Heineke, John M. "A Labor Theoretic Analy-
‘v sis of the Criminal Choice," The American Economic Review,

Y

, " June 1975, 65(3), pp. 314-325.

> Ehrlich, Isaac. "Participation in Illegitimate Activities: A
*Theoretical and Empirical Investigation," Journal of Politi-
cal Economy, May/June 1973, 81(3), pp. 521-565. )
: oL - -
Fleischer, Belton M. "The Effect of Income on Delinquency, "

The American Economic Review, March 1966, 56(1), pp. 118-
: 137.. - :
- The Economics of Delinquency. Chicago,
Quadrangle, 1966. :

'Phillips, Llad; Votey, Harold L. Jr.; and ‘Maxwell, Harold.,

¥

“Crime, Youth, and the Labor Market," Jburnal .of Political
Economy, May/June 1972, 80(3), pt. 1, pp. 491-504.
Sjoquist, David L. "Property Crime and Economic Behavior: Some
Empirical Results," The Americah Economic Review, June.l973ﬂ
» 63(3), pp. 439-446. -
. Studies using data on indiﬁidual'teenagers -
Psychologists 'and sociologisté have been studying the-deter- ’ .
’ minants of teenage crime and ‘delinquency empiricalf®y since the
‘ 1920s. 1In striking contrast to the economists, they have only =
used data frameworks in which the individual teenager is tHe unit '
of observation. . e

- These studies have be®en of two types. One type takes a sgm- .
, ple survey of a neral population of teénagers (usually it is’a Lo
* general populatipn from a low income neighborhood), colled¢ts data
on their criminal behavior and other characteristics, and then®
L comfpares the char\cteristics (family relationships, neighborhood « o
relations, school Yerformance, etc.) of those teenagers who com-
mitted crimes with those. who did not. B Thé-other type of study

). arisées in connection‘with the many delinquen¢y prevention pro- P
) jects that have occurred since the 1930s. In these projects : '
v a specific "treatment" or "cure" for Jjuvenilé criminal behavior

is Eqiﬁg tested. A sample of. teenagers is divided up into an
experimental and a control group with the teenagers in the exper-
imental group receiving the treatment. The criminal behavior o
of both groups is monitored. At the end of the program the crim-.
“ ? iminal aetivity of both groups is compared to see if those in the

experimental group engageqd,in less crime. 1/

- -
3 & -

'

L

hd

A

»

1/We did not-‘attempt to survey the véry large numbe¥ of offender
o e . rehabiljtationgprograms. * This is an unfortunate omission be-.
' cause many of the rehabilitation programg use employment and EE 1.

Q . ' . - - ’ : : . .
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‘tion, but they are a major reason for doubting the reliability

.was about the same in all the experiments. ¥ oot

Unfortunately, we could not .lpcate any general sample survey
type study that-attempted to measure "inability to find work" and
study it as a possible determinant of juvenile crime along with
the family and other variables. ' Thus, to some extent we are in
€he same position as with the first group of studies--an important -
possible cause/of crime is omitted from the analysis:, However,
it does not seem as likely that there would be an analogous "built-
in" correlation problem. Would a warm and close relationship
between a teenager and his father or .mother be changed signifi-
cantly if the son experienced some dlfflculty finding a job?

PerhapS, but it does not seem as likely as in the case of the
son .who has an estranged relationship with his father who is
also having difficulty holding a job. .

All of the studies in this group that we surveyed reported

. very significant ‘and strong correlations between juvenile crime

and family relationship variables and juvenilé crime and the teen-
ager''s peer group relations and pressures. , These findings are
not, of course, evidence against the unemployment/crime connec-

of the findings of the first group of studies that included
unemployment but not these family and other variables.
, ) .

The findings from the evaluations of the delinquency projects
are not very helpful with regard to our issue. One Law Enforce-
ment Assistance Administration sponsored study ot ten prOJects
cond¢luded that none of the treatments, appeared to have had any

‘effect .on reducing delinquent behavior. 1/ The incidence of.

driminal ‘behavior among the experimental group and the controls

. Most of the treatments used involvea trying to insure that
the teenager would receive attention-and involvement with family
surrogates--counselors, social workers, psychologists, etc. Some
of“the. treatment programs also involved promises of help with.

- finding employment.

~

employment related treatments to prevept recidivism. However,

. the evidence from this source might not be that meaningful be-
cause something that works as a rehabilitation device may not
be an,lmportant preventlve mechanism. ©®nce someone has com-
mitted a crime and been caught he/she may be ready to reform,
and a job opportunlty would be very important. However it t
hoes not follow that a job opportunlty would have:prevented -
hlm/her from becomlng a criminal in the first Rlace.

l/LEAA also sponsors the National Assessment Center of Delinguent .~
Behavior and Prevention at thé University of Washington. This
center maintains a data base on all delinquency prevention .
projects and does extensive survey and evaluation studies of
the projects. We were not able to obtain any of their material
for this study. )

< <
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Studies on individual
. " teenagers reviewed ‘

o T

. 4 hJ
_ William Berlpman. Juvenile Delinquency Prevention Experimentss

) - A Revief and Analysis, (U.S. Department of Justice, Law
° Enforcjhent Assistance Administration, Office of Juvenile
Justic€ and Delinquency Prevention, Washington, 'D.C.,
1280).
-

’

. .

" GlueCk & Glueck. Of belinqpency and Crime, (Charles C. Thomas,
Springfield, I11., 1974). ' v

. .
Travis Hirschi. Causes of Delinquency; (University of California
Press, Berkeley, 1971). -

»

Jenkins, et al. The Behavioral Demography of the Young“Adult
Male Offender, (Rehabilitation Research Foundation,
P.0. Box 3587, Montgomery, Alabama 36109). :

Delinquency in American Society. (Law Enforcement Assistance
Agency, Institutg of Juvenile Research, Chicago, Ill.,
1978) . - . .
L4 . 0’ R - “ -’

Two studies in the process of being carried out are: Delin-
quency in a Birth Cohort and Predicting Adult Criminal
Careers from Juvenile Careers, both sponsored by the .

o National Institute of Juvenile Justice and Delinquency
Prevention (NIJJDP) of the Law Enfarcement Assistancek
Administration, Department of Justice.-

.

\

Surveys of offénders ’

-
.

.

i

The.final source of information we covered was data collected

on incarcerated offenders. The RAND Corporation had conducted two

ip-depth interview surveys with small and moderate’ sized groups

of prisoners in California state prisons. 1/ The offenders were

asked questions about their criminal records, how they were - '

treated by the criminal justice system, their motivations for

committing crime, drug use, etc. ’ _—
In the small group study the offenders wé&te asked if "losing

a job" was a contributing factor to their committing crime; 4.8

percent said "yes" with regard Zo the€ crime committed when- they

‘were juveniles while 15.6 percent said "yes" for the crimes

committed during their. adult life.- .

“ /

l

3

*1/Petersilia, ‘et al., Criminal Careers ©f Habitual Felons,
(R-2144-DOJ, RAND Santa Monica, California, 1977.)
‘ * N .

.

. .

Pe;eréon, et él., Doing.Crime: A Survey ‘of Caljfornia Prison
Inmates, (R-2200-DOJ, RAND, Santa Monica, California,, 1980.

»~ * &
v
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In the other RAND study the questigh did not "distinguish the

life cycle stage of criminal behavior. The offenders (who were

all beyond their teens at the time of the survey, with 80 percent -
“over 25) were shown a list of possible reasons for’committing

crime¥and told to assess the importance of each'reason (i.e.,

very important, somewhat important, etc.) in causing them to
. commit the crime that led to their current jincarceration. About

30 percent o?*the_offenders,in the sample said that "couldn't

find a job" was_.a very important reason for their committing their

most recent crinme.
Another source of informatio>\bn youthful offenders is a )
very detailed and comprehensive survey of the characteristics
® , of state prison inmates done by the Census for LEAA in '1974. 1/ -
No attitudinal questions were,asked, but data were gathered on
& host of objective personal characteristics including employ-
nent status in the month preceding the latest arrest. - -
- : 4
Offenders who were 18-19 at the time they last entered prison
had an unemployment rate of 21 percent during the month preceding
their latest arrest. This is the number o% prisoners who said
they were looking for work during that month.divided by the sum
of those who said they were enmployed for pay and those who said
"they were looking for work. It is important to break down the 21 -
percent figure by race because blacks are greatly overrepresented
in the prison population, and they generally . have much higher
levels of unemployment than whites. The unemployment rate for..
black offenders in this group was 23.2 percent for the white
offenders it was 18.5 percent. Almost all of this subgroup of.
. prisoners had beenjarrested within the period 1970-74. During
* tHis period the official unemployment rate for all blacks 18-19
“ years old was about 24 percent and for whites 18-I9 years old
it was 12 percent.

s

A

. In sum, it seems fair“to say that«ghe evidence from both of=-
fender statements about their motives for crimes and. their reports
-0f their employment status preceding arrest represents a nixed -
picture concerning the issue ™ whether inability td find a job
ig a significnt cause of crime. The statements about _motives .
for teenage crime show a very small percentage who said that
inability to find a job was important. The higher pertentage who
. said that inability to find work caused them to cormit crimes when
. they were &dults could reflect the fact that as one accumulates a
criminal record it becomes harder and harder to find a job. This
“ ' 1ls not the same thing as saying that inability to find a. job
causes a person to start committing crime in thé.first§plagei

’ e

..

’
» 3

N 1/Profile of State Prison Inmates: Sociodemographic Findings From
the 1974 Survey of Inmates at State Correctional Facilities,

National Prisoner Statistics Special Report SD-NPS-9R-4, August

1979, U.S. Departhtemt—ofJUgtice, Law EAforcenént Assistance
. . Administration. s
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. Comparing the reported unemployment rates of offenders who
, were 18-19 at the time of arrest with those of the entire. 18-19 !
.. . Year old population shows no difference .for blacks and a higher
.o rate for whites. The difference for whites, however, may be
accounted for by lower levels of educational attainment than non-
offenders, and-unemployment is related to educational attainment

.

in both offénder and non-offender populations. Also it appears

likely that prisoners: responses would be biased in the direction.
.of overstatif¥ their unemployment in the pre-arrest period.

- <
¥

Conclusion

L

{ . . - .

The claim that a teenager's inability to find a 4job cﬁha’ve
an effect on his propensity to gommit a crime is intuitively
plausible. However, the éxisting empirical evidence on the deter-.
minants of crime does not shed any light on how important the .

- effect of unemployment is. 'The studies that suggest it may.-be
" ° significant are flawed.in terms of statistical methodology, and
the studies.that are better statistically focus on variables other
than unemployment.

As noted, however, inability to find a job is not the only
way that the labor market might operate to induce crime. Being
‘unable to qualify for a job'wouwld appear to be, a priori, much
more conducive to criminal behavior, but, because of data limita-

- tions, we have not béen able to. focus very precisely on this
T group. Teenagers unqualified for jobs are a serious social prob-

’ lem (see chapter 3) even if they do not commit crimes. That they

. may also be contributing to erime makes the situation even more

. * urgent. o ‘ ‘ - . /

A final point relates to.the important distinction between
low wage jobs and unemployment. A "job-qualified" teenager might
not be driven to crime by a moderately difficult period of unem-
ployment. Faced with a lifetime of modest paying_jobs (relative
to his/her aspirations) héwever, the teenager might be tempted.:
The relevant public policy response here is not obvious. .

’
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CHAPTER 6

¢ CONCLUSION OBSERVATIONS AND IMPLICATIONS

¢ »

-

The high measured rate of teenage unemployment does not
accurately indicate either the degree or the type of labor market
problems facing teenagers. Perhaps the lesson is-that we should
all approach aggregate social statistics with care, trying always
to delineate what aspects of human- behaVior and welfare they are
measuring. Some of our other findings,dhowever, do have implica-
tions for policies’ and programs. ‘%3 .

Our analysis on the numbetr and type of teenagers in need of |

) help leads us to conclude that the recent ‘emphasis on work exper-
ience should probably be shifted toward finding some kind of ser=-
vices that will help all those teenagers that are deficient in
scholastic achievement, whether they are employed, unemployed,
or out of the labor force. .

®

Based on our analys1s of the labor market deficiencies of
teenagers, we conclude that reducing the educational achievement
gap between disadvantaged and advantaged- teenagers needs to be
stresséd. It is important to note, However, that although we con-
clude that educational achievement deficiencies are a major com-
ponent of teenage labor market problems, we do not know which
specific programs or polic1es will solve the: problem. Further
research and development activities are needed in the following
areas: T

-—encouraging the development of micrb‘data bases that con-
Te tain detajled family background, educational achievement, ‘
- . and labor force information,on a longitudinal basis so s,
that the relationship between basic skills problems, ) :
agcess to informal channels of labor market' information,
a making a ‘successful transition from school to work =
is ully understood ;- : :

—-studying alternative systems for identifying gnd deliver- .8
ing educational and training services to disadvantaged 7
teenagers—-for example; the Job Corps residential approach
versus the newly developed "Street Academies",. the role
of the Public Employment Service: versus neighborhood out-
reach organizations; and

-—developing special longitudinal surveys of teenagers that
) . analyze the relationship between labor market experience
- and criminal behaVioﬁ. . )

b

= Our analysas of factors that cause unemployment and non-

| participation leads us to a number of concluSions. We found that
- whether or not out-of-school teenagers lived in a welfare house-
| hold had a large effect on the probability that they would be in
* the labor force. This could suggest’ that the work ‘disincentive

a
'
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provisions built into the current AFDC program may be reducing™
the labor force participation of out-of-school teenagers in gen-
eral and of black teenagers in particular. We conclude that con-.
sideration should be given to changing the rules of'.the current
AFDC program so as to disregard all the earnings of dependent
children (ages 14-17), regardless of their school status, when
calculating the families' entitlement. W ognize that this
change imay,  to some extent, conflict with € major objective
of youth labor market policy--making sure thaft every youth
achieves ‘an .adequate level of skill in readindwand math. How- .
ever, we feel that on balance the.conflict could be resolved
by testing the revised regulation in several states on an
experimental basis (see HHS and DOL comments and GAO reply
in appendix III). Y >
4 v

Our conclusion about raising the basic reading and arithmetic
skills of teenagers will also incredse their participation while
they are teenagers and possibly reduce measured teenage unemploy-
ment somewhat. . Hpwever, as our analysls in chapters 2 and 4
showed, the basic justification for upgrading scholastic ‘achieve-
ment is not a rgguction in measured teenage unemployment, although
,this will be a useful by-product 1f it occurs. The very high
teenage unemployment rate is primarily due to the high level of
voluntary labor force and job turnpver inherent in our culture,
and this 1s unlikely to change because of upgrading. What we
'hope is that more teenagers will be able to Qualify for jobs,
but this will mainly influence the labor force participation ¢
rate, not thé unemployment rate.  The major source of the social
benefits is in° the employment -per formance of teénagers after

they are t%enagers—-better jobs and careers.
Einally our survey of evidence on thé teenage unemployment/
teenage crime link was highly inconclusive. This may ‘be surpris-
ing given the amount of popular discussion that assumes there is
a relationship. . However, because of the known importance of.
factors other than’ unemployment, we could not conclude that a.
significant relationship exists. This leads 'us to conclude that
. special longitudinal surveys of teenagers should be launched

. ﬁ@th the express purpose of studying the relationship. between
. & teenager's-labor market experientes and crimiral behavior.
' Lt would be.desirable for special measures of labor market
experiences to be developed in order to pinpeint those teenagers
who have discouraging labor market experiences (teenagers whose

.. lack of personal'qualifications for a job are so severe that

they tend to answer that they are "out of the labor force""and
“'not interested in a job™ when queried by the CPS). The studies -
should begin soon because it takes a number of years for the
"data to accumulate..i . :

' h ri
¢ »
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APPENDIX I i APPENDIX I

- S 3

REVIEW Oﬁ LITERATURE ON NEED ANALYSIS

In this appendix, we describe and. assess the cfiteria used
by other researchers in estimating need. These studies, which
"largely Epcused on unemployment and labor force data, resulted i
a wide range of need estimates, from 379,000 to 3.7 million ﬁgf
youths. For each study, we reviewed (1) the assumptions underly-
ing the need estimate, (2) the labor force and other indicators
used to measure need, and (3) the overall size of the need group
and its distribution among subgroups in the youth population.
This infbrmation was used to set our assumptions about who is in
need and provided a perspective to our need estimates. (See
table 27 fsr a synopsis of the five studies reviewed.)

SWINTON STUDY \J

<

David Swinton of the Urban Institute 1/ provides one approach

to defining the number of teenagers in need by estgmating a nu‘_,
of teenage employment "gaps." Using DOL data for 1977, he est -4l§
mates "job gaps" that correspond to the overall teenage nemploy-
‘ment problem, the gyclical sensitivity aspect of the-problem, the
unemployment difference between teenagers/adults, and the racial
differences among unemployed teenagers. Swinton's job gap esti-
mates correspond to four aspects of the teenage employment and
ud@mployment'experiences: (1) teenage ﬁnemployment rates are
always high relative to the ovetall unemployment rate, (2) these
fates are extremely sensitive to changes in the ’business cycle,
(3) the racial disparities in the teenage labor market are worsem=
-ing, ‘and (4) employment problems are concentrated among teefagers
of both races who are disadvantaged by family income, education,
‘or location. :

- L4 S,

inton's estimates of need range from 1.1 million to 3.2
million agers\in need of jobs. The largest estimate of need
is the zero unemplpyment -job gap, representing the number of -
jobs that would have been required to ‘reduce the teenage unemploy-
ment rate to zery/ in 1977. A slightly s$maller estimate 1s the ’
total te P. This gap assumes that teenagers have the same
unemployment rate as the general population at the rate's cyclical
minimun and that racial ‘disparities are- eliminated. The adult gap
of 1.54 million” jobs, which is approximadely half of the

total tee e Or zero unemployment gaps, indicates the increase
. . . * iy, 3 ? -
ln employment that would give teenagers the' same unemployment rate
as the popuyXation as a whole. The cyclical gap, ‘at 1.3 million

jobs, 1d reduce unemployment to the full employmenp level..
(Swinton assumes that the ‘employment ‘level 1n 196@ dpprQximates
the ITowest le,%} of unemployment- that the economy'can attain.)

A

°
©

1/David H. Shinton, "Towar@s Defining the Universe of Need for
Youth Employment Policy,™ A Review of Youth Employment Problems,
Programs and Policies. (Washington, D.C.: .The, Vice President's |

-

¥ask Force on Youth Employment), Vol. I, January 1980. .
- . . : o
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] .
*Finally the racial gapf;which at 1.1 million jobs is the smallest
. need ‘estimate, represents the number of jobs required to eliminate
the racial disparities in teenage unemployment . . ’
5 { .

Swinton noted that the emgloyment gapé\are not distributed
. “ equally across the teenage population, with certain ubgroups
) ) bsaring a disproportionate share of the unemploymeny burden. In
y general,rhe finds that minorities, males, and certdin geographic
' areas ar disproportionately respresented in his Aarious need”
estimates. For example, he found that the percgntages of jobs
. that would be distributed to poverty areas is igher under the
racial and total{teenage gap eﬁﬁimates\(42 and 27 Qercent).

8

(>4

LERMAN STUDY .
- . * 4 . Y
Robert Lerman, of the Department of Labor, 1/ similarly pro-
vides seyveral estimates of the number of teenagers in need of
jobs. These estimates, which range from 734,000 to 3.3 million
teenagers, vary by the economic status and labor" force variables -
-used to define the groups 'in need. Universe I, consisting of all
people 16-24 years old who were unemployed for 15 or more, weeks
; in 1977, is approximately 2.9 m#llion. This group, which is
e largely white and male, consists primarily of out-of-school
# youths, over half are high school graduates.
Lerman's universe II estimate of need is based upon his-"non-
émploymentf‘and 'teenagers expected to work" concepts. Teenagers
expected to work are th@se whp are not enrolled in school and are .

without children. onemployment includes the;officially unem-
ployed’plus(thpse who are out of the labor force because they ) R
think that 4o Jjobs are available or that they are not qualified . .

for any joB ("discouraged unemployed"). This group includes only
teenagers from economically disadvantaged families and represents
the following subgroups ©of disadvantaged teénagers:. . : s
R , P a ,” 2 . b4 B
: ‘——Alternative}A>includes‘teenagefs with 15 or more weeks of
unemployment (734,000); -

°
T

L B -TAlternative B includes teenagers~who are expected to work
’ and ar® experiencing 15 weeks df more of nonemployment
- (2,086,000); and. " ~ ‘
‘ . |
. --Alternative C includes teenagers who'are not expected to
work and are experienting 15 _or more weeks of unemployment
plus teenagers who gre expected toswork and are experienc-
A , ing 15 or more weeks.of nonemployment. (2,289,000).

- k-
‘\ y l .
b . R . 3 .
L3 j \ ’ . ..
<

Lo 1/Robert Lerman, /é;'Aaalysis of Youtthmpioyment Problems, " A

Review of Youth Employment Problems, Prdgrams and Policies,

N [

. (Wash¥ngton, D.C.: The Vice President’'s Task Force on Youth .
o Employment), Vol. I, January 1980. ‘ ‘
) . /\ ) ~ o- . <
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Under each alternative in universe II approximately two-thirds
are in the 20-24 year qld group,-and the vast majorlty are

nonstudents. ,

’

Universe I11 represents all teenagers who are ¢urrently
. Jjobless and experienced 15 or more weeks of nonemployment during
" the previous year. The 3.3 miilion teenagers in this category
include those both in’ and out of school. Th1s‘§roup aiso includes
a larger praportion of 16-17 year 0lds than the othet eéa esti-
mates calculated by Lerman. - N

Finally Lerman estimates the job gap facing low.income and
.minority teenagers. Us1ng this measure of need, almost 2.8
million teenagers requlre employment services. This estimate
represents the number of jobs required to.bring the employnent/
population ratios of low-income and minority teenagers up to the
levels attained by white teenagers from moderate and high incope
families. Targeting on d1sadvantaged teenagers in this way
results in a larger representation of nonwhlte teenagers within’
this need estimate. ’

<

TAGGART STUDY

, -
A third approach to estimating the: need for employment and
training services was provided by Robert Taggart, the former Ad-
ministrator of the Office of Youth Programs in the U.S. Department
of Labor.~l/ In contrast to Swinton's and Lerman's approaches,
Taggart provides a ran of estimates for-a variety of employment
and training services’Tather than solely for employment. He
advocates a ."sequential and developmental perspective" based upon
. the progression of teenagers in their transition from school to
.work. Taggart's definition of need includes, four categories:
pre- employment preparation, preparatory work . experience, intensiye
. training and remediation, and career entry émployment. Within
each of these categories, Taggart'provides minimum, intermediate,
and maximum estimates of teenagers in need. -

First, the need for pfe-employment eparation is related to
deficiences in coping skills, world of work awareness, and the ‘
"> ability to locate-and hold a job. This service would be the -
least targetéd and would be provided to many teenagers regardless
of their family incomes. The need for this service is estimated
from questions on the NLS regarding knowledge of the work world -
f and lack of work experience. The highest estimate of 3.7 million -
teenagers includes those with below average scores on the world
v . of work test items whe have not worked for 2 or more weeks. The

°
. Pl

§ . L .

l/Robert Taggart, "Thé Youth Fmployment Problem: A Sequential g
and Developmental Perspective," A Review of Youth Employment,
Problems, Programs and Policies, (Washiwmgton, D.C.: The Vice
President's Task Force on.Youth Employment), Vol. I, January
1980. ‘
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intermediate estimate (2.5 million) includes t enagers with
below average, scores who are from low income fgmilies and who
‘have not worked the equivalent of a full-time J6b for 13 or more
weeks in the past year. Thé lowest estimate of 774,000 only
\includes those low income teenagers with below average scores who
have never worked. 2 or more weeks. /
Another need described by Taggart was preparatory work
éxperience. This gap is measured from the GPS by adjusting the
employment population ratios of lower income teenagers at each
age to those of advantaged teenagers. The differénces in the ..
range of estimates (2.3--2.7 million) are due to the varying
measures of economic hardship employed--i.e., 75, 85, or 100
Ppercent of the Bureau of Labor Statistics lower living standard.

‘ Taggart also specifies the need for career entry training

and remediation for teenagers who are at the career entry point

but lack basic vocational and educational skills. This need group
is estipated by counting low-income people 21 years old'who are
unemployed},put of school, and lack a high school diploma plus

those out-of-school teenagers who have a high school diploma but
were unemployed 15 or more weeks the preceding year., The esti-"
mates range from 64,000 to 82,000 youths, again based onsdif-
ferences in the definition of edonomically disadvantaged. It .is
assumed that half of the youth® iin need qof this service would ’

" be ready at age 18 or 19 with. the other .half at age 20 or 21.

-

L 2N .
Finally, Taggart estimates the need for career entry employ-

. ment by ‘counting high school graduates who are out-of-school and

4

N

21 years old, were in the labor force more than 40 weeks in the -
previous year ang earned less‘than $6,000, and were in low income
families. " One-third of these youths would be placed in jobs

at age 18 or 19, with the remainder at ages or 21. These job
estimates range from 48,100 to 110,000, deg€nding on the family
income cutoff used to define 16w income.

. _ The assumption underlyindg Taggart's method of estimating
need distinguish it from the other approathes that'only estimate
the number of teenagers in need of jobs. Taggart argues for
a more comprehensive effort that would address all the dimensions
of the problem, noting that improvements in one dimension would .
be neutralized without accompanying improvements in the other
dimensions. - '

RELDSTEIN AND ELLWOOD STUDY A l

A fourth estimate of need is contained in Feldstein's and
Ellwood's 1/ analysis of the teenage unemployment problem. They
conclude that unemployment is not a serious problem for the

. ' ’ \
1/Martin Feldstejin and David Ellwoodi "Teenage Unemployment: What
is the Problem?," NBER Working Paper No. 393, (Cambridge, Mass.:
National Bureau of Economic Resgarch, Inc.), September 1979.

- T y
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majority of tegﬁage boys since many neither look for work nor
have the desire to work. ngg noted. that most unemployment
periods are short and that vt§j0b1e§s teenagers live at home.
However, they believe that uﬁé%pfﬁymént is’'a seTious problem-for...
the' five percent (379,000) of male teenagers 16-19 years old who
are out of school, unemployed, and looking for full-time work. ‘
Further, they found that half of all unempldyment among male teen~-

agers is concentrated in a group of 250,000 boys. Both of these
estimates include teenagers from all family income levels.

NATIONAL COMMISSION FOR EMPLOYMENT POLICY STUDY. . .

-

Finally,., the National Commission for ﬁhployment Poirey'l/
estimated need for teenage emploﬁment Frograms. Using multiples
of the Bureau of Labor Statistics lower liwving income standard as
their only criterion for need, they found that 3.7 million youths
16-21 years old were in households with income below 70 Fercent,,
of the standard. (5.7 million youths 1f 100 percent of the BLS
standard 1s used). Although these disadvantaged teenagers are
predominantly white, the probability of being in a low income house-'
hold is much greater for black teenagers since they .make up a
smaller percentage of the overall population. For the 3.7 million
estimate, this probability is 46.percent for black teenagers and

only 14 perceht for .white teenagers. . ' !
N I ad . P " » . ’
SUMMARY. - ' EN

-

/ . . o
Estimating_the universe of need is an -important.step in ad- *

dressing the teé&nage unemployment problem. Thé research reviewed

.in this section xevealed a wide range€ of need estimates -from

379,000 to 3.7 million teenagers. The differences -in the magni-

-tude of the estimates are primarily due to. variations in the demo-

‘ o 160

graphic and labor force indicators used to identify teenagers in
need of services. . .

Exceépt for Taggart's study, all of the apptoaches reviewed.
assumed that employment &nd labor force status cdn be relied upon
to atcurately identify teenagers in need of .labor market services
provided by the Government. Consequently, these approaches
(excluding Taggart's study) appear to assume that the major type
of manpower service that should be given to teenagers in need is-sa
public service job. o ° )

. . . . ” o “
/

?

1/National Commission for Emp}oymenf Policy, "Size and Character-
.istics of the Low-Income Youth Popuyatioq," unpublished staff K
paper, October 1979. - ’ ) ‘ ‘
C - 3
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Summary of Estimates and Need Criteria

v

Table 27

APPENDIX I

: Source

Swintom--Job Gaps

Zero Unemployment

Total Youths
“:Adult .
" Cyclical

Racial

. e
“ -

Lerman ' '

Universe I
- _ Universe II
N A

B

’ C
Universe

> Universe
) L]

-

Pre—-employment-

Assistance ’
Minimum
Intermediate

— Maximum

Work Exberience
Minimum

Intermediate

. Maximum

Used in Variousg Need Studies . *

e

(ooo omitted)

| 4

A
£

< - -

Taggart a/ o

™~ 83103 
: L

o

¢ 3 ':“i“‘ .
Total .
Need Criteria ﬁf A in Need
16-24 years old -
Unemployed 3.226 .
Unemployed ¢ .. 3:.1906
Unemployed 1,540
Unemployed 1,297
Upempl@yed . - Li136y
!\ . ) .
.. Unemployed more than 15 weeks 2,865
Economically disadvantaged and-
unemployed more than 15 weeks 734
Economically disadvahtaged, =
.- unemployed and discouraged 2,086
 Egonomically disadvantaged,
unemployed and discouraged 2,287
Unemployed and discouraged '
workers - 8,335 -
Economically disadvantaged,
. and unemployed- plus.out of . .
the labor force SN 2,776

.14-21 years’ old -

' ' ¢ ' 3t . t B ’ !
Never:worked’'more than 2 weeks 774
Unemployed plus never wWorked

more than 13 weeks . 2,549
Unemployed plus never .worked
more than 2 weeks ! 3,736 °
\
Unemployed plus not in’the .
labor force . 2,283
Unemployed plus not in the °*
labor - force 2,547
Unemployed plus not in the
labor’ force’ 2,682
' . .
’ N
/ 4 * .
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Source

Tra1n1ng/Remed1at10n
Mlnlmgm
7

- Intermediate

Max imum

Career Employment °
Minimum

< Intermediate
M&ximum ° ~

* Feldstein and Ellwood:

o

’
4

National *Commission
-for Employment Policy
.

‘e l‘
¢ 2

~

a/These estymate5°exclude U. S Department

participants.

:Tabie 27 (cont'd.) ’

LI

7

.All 21 years old,

4

P
t

< Y +
- Need Criteria .

unemployed,
H.S. drop -out

H.S., graduates, unemployed 15
or more weeks (varieés with
<‘poverty income level def.
used) .

-

21 year old H.S. graduates,
earned -less than $6,000 the
year'before (varies with
poverty 1ncome ‘level def.
used)

16-19 only

Unemployed'and looklng for a.
full-time job : '

16-21 yearsngld

.Not available

Not available

-

'

'\ L2
[ v
~
»
A 2 . .:;
) -
! - ! bt
)\‘ 2
1 4
- ! )
o 102 L
84

of Labor program.
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379

3,712
5,670
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LIMITATIONS OF STATISTICAL METHODOLOGY USED

: C f% STUDY UNEMPLOYMENT AND CRIME

The sections immediately following contain descriptions of
a few (but by no means all) of the many problems that occur. in
the studies by,economists we reviewed. The first three sections
* . relate primani‘& to the statistical methodology used to interpret
the data on unemployment and crime. The last section discusses
the quality of the data itself. N .

I3

CORRELATION VS. CAUSATION . % : ' \

~

. .Almost all the studies reviewed contain data showing a.
positjve cortelation between unemployment and crime. Correlation,
however, only measures or indicates association.. In fact, it only .
indicates the degre€ of a linear s¥elationship between X and Y.
Under what conditions can cause Be inferred from correlation?

- * Gengrally, at least three concepts are required to support
the notion of cause. The first of these is consistehcy, that-
is, all other things being equal-‘in the population under. con-
sideration, the correlation between X and Y.should be consistent ~-
across various subgroups of the population (e.g., if it hold¢ .
for bMacks it should hold for whites). The next is experimental

’evidenqe, or cause and effect. 1In other words, if we can inter-

vene and'change X for some individuals then the c¢orresponding

Y's will redpond accordingly. The third is the development of <a

theory or model that can explain the cause/effect relation ip

terms of some plausible hypothesis. Of these three notions,
only one, consistency, can be confirmed by'uncontrolled obser-

vation of data. ‘ : i

-

It is .important to realize that almost all of the studies
do no more than demonstrate consistency. 1In fact, even with
consistency we encountered problems. No¥ all the results reported
in the empirical studies ard consistent, and no one has checked
for cause and effect in the manner of the physical sciences since
the ideal situation’ is unattainable. We simply cannot select a ,
large number of "'teenagers and randomly agsigﬁ them to two grougs,
an experimental group that will be forced into unemployment and a
) control group that is employed, and sit back and observe them to
+ - see if 'the crime rate in the former is higher than in the latter. -
. < . . , N .
. How serious are these drawbacks? .Experimental evidence, our
- second item, presentg the real problem. »Nobody would argue that
’ upemployment, is *he only cause 6f crime. It has been extensively
demonstrated that psychological and sociological’ factors are
. . important independent causes of crime. Howewer, of the works we
s - . . N , ‘ . ’

) .
7 . « \\ .
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reviewed, only Eleisher 1/ really confronts the experimental
evidence (or "specification" ‘problem as it is known to economists)
issue: According to Fleisher, "The problem of specification hasg
been treated at length, and it has_been pointed out that precious
little evidence can be brought to bear on the question of speci-
fication of the delinquency model." y

Fleisher's own attempt at specification is interesting in
that it vividly illustrates how crude even the best existing
evidence is. From Census and other sources he measured the )
percent of women ovet 14 wh$‘were divorced or separated in all
the communities that were the units of observation in his regres-
sion equation. This measure was assumed to be highly correlated -
with the proportion of teenagers living in broken homes in the
communities. He also measured the percentage of the community that
were recent migrants. Then he entered these two variables, in
his-multiple regression equation along with his income and unem-
ployment variables. This specification assumes that between
cormunities with the same percent of men divorced or separated

and the same percentage of new migrants, income and unemployment °

will not be correlated with any other important determinants of
differentes in teenage unemployment rates. But obviously many
other important possible determinants exist, such as ethnic and
religious mix of the community, the quality of the school system, .

.- the quality of the police force, etc.

L

~

THE ECOLOGICAL FALLACY

The literature abounds with observations such as the follow-
ing: Does unemployment cause crime? Yes and no, say witnessesg
at a rgcent Joint Economic,Committee hearing on the social costs -
of unezployment. Close correlations exjst between the unemploy-
ment rate and levels of many socigl pathologies, including homi-
cide, mortality, violent and proferty crimes, suicide, and admis-.
sion to prisons and mental institutions, according to Johns
Hopkins University Professor M. Harvey Brenner. On an individual

- level, however, there is "weak, if .any support, for the expected

relationship between unemployment and crime" “says Ange Witte, an
economics professor at ‘the University of North Caroliha.

Actually, there is no inconsistency. The appareht contradic-
tion can be explained rather easily. It results from a phenomenon

-that ds referred-to in the literature as_ecological correlation.

. .‘s “".
An ecological correlation connects the values of groups of
individuals rather than the values of the individuals cemposing
the group. For ‘example’, in a study that considereq'the relation-;

- °

IS . ¢ , . R
A - 2

’ ’. ' ® ) - o 2
1l/Belton M. Fleisher, "The Effect of Income on -Delinquency, "
-The American Economic Review, March 1966, 56(1), pp. 118-137.
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sWip between suicide and literacy, E. Durkheim l/'tdok‘clusteré
of provinces and found that "public instruction and suicide were
almost perfectly correlated. However, if he had used 1nd1v1dua1 .
provinces, the correlation would have been weaker, and

if he *had looked at individuals, the correlation would have been
quite small. ) . .

. 8ince the values of groups are used in the economists’
studies, ‘they almost certainly overstate the correlation among .
individuals. However, most researchers, do not take this differ- -
ence in values into account and instead attempt to relate their .
broad findings from aggregate data to individuals. This causes
calculated correlations to be artifically high. ' -

L

OTHER LIMITATIONS WITH STATISILCALﬁMETHODOLOGY

Almost every study that employs régression anglysis is bur-

‘dened to one degree or another by several econometric problems

that-include: multi-collinearity, sighificance, and autocorrela-
tion. We briefly discuss the importance of these problemst

’
[ - -

Multi-collinearity

When we explained the use of multiple regression, we desig-~
nated certain variables as independent, These were the variables
whose changes wé thought important in explaining changes in the
dependent variable. In using independent variables, one hopes
that they are uncorrelated -.with one another. When the independ-
ent variables are s1gn1flcantly‘correlated with one another,
Tregression techhlques have difficulty 1in separatlng the influence
of eac¢h independent variable on the dependent‘variable. These
influences are allocated in a more arbltrary-and unreliable
fashion as the degree of correlation increases. %s a result, 1t
becomes difficult to say anything about the separate i1nfluence of
the independent® varlables2 Moreover, the existence—0f multi-

. collinearity raises the R“ ,of the regress1on 1‘\ - F

1 4

As an example of 'multi- collinearlty, Fleisher 2/ found 4n
his study that his variable measuring the- percentage of teenagers
living 1n broken homes ‘was so hlghly correlated with his income
and unemployment variables that he was unable to isolate the net
effect of each. 'Similarly, in the study by Philliips, the overall -
teenage crime rate was regressed on measures of black and white
unemployment. Howevery, these were so highly correlatedsthat
Phillips was unable to make separate estimates by race.

>
- -
~ -«
v

A

1/E. Durkheim, Suicide.’' New York: MacMillan, 1951. b.‘164.

2/Fleisher, op..cit. - “ . sy ' .o
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Significance . .

‘' The reports cited aboye abound with statements about the
significance of the variables used in the various regressions.
We have discussed the meaning of statistical significance, but
will repeat some of the discussion here. to .
One medning of significance i% with regard to sampling error.
This is "statistical significance."s Aﬁcoeﬁfttient\derived,frop a
sample may differ from zero, but is this due to sampling variation
or does it reflect a real difference. from Z€ro? . ) '
. r . ' - Y
. There are two schpols of thought' on the value of statistical
significance tests in nonexperimental research (all the reports
we reviewed are nonexperimental studies).’«, One school maintains

"that these tests are generally not %pplicable in nonexperimental
.th

research. The other school claims at tests of significance do
have a legitimate place in such research and that their function
1s to answer (with a certain probability-.of error) the question,

© \"Is& there anything in the data that needs to be explained?"

The other meaning of significance is.with fegard to the.
question "Are the observed differences importamt?®™ What is.
"important" is, admittedly, judgmental and might well depend. upon-
the individual investigator and. the purpose at hand. On the
other/ hand, the significance level of a test depends on the sample
size. ‘With a sufficiently large sample, even‘a small difference
can be statistically significant.

. . /
Autocorrelation in the time serie$§

-
- .

If the data used in a study are annual time series, then
classical regression analysis must assume that the successive I
deviations of the dependent variable from its predicted value
("error. terms") are not related to each other, Statistical:
procedures exist to test for.the presence of 1ndependent error*
terms—17- (the test specified by Durbin,and watson). When the
test rejects the assumption of independence, the error terms are
said to be autocorrelated. When autocorrelation is preserft, it
poses potentially grave problems in interpreting the results of
the regression. Corre¢tion for autocorrelation has been known
to alter both the sign and statistical significance of the coef-
ficients of the independént variables. Unfortunately}Amuch,work
using time series data in regressions is bedeviied by autocorre-
lation. Fyequently, in our opinion, this difficult problem in
the studies we reviewed was not treated in suffigient detail..

' e -

- 2
1/The error results Ffor several reasons. It may occur because of
an omitted independent variable or hecause the variables them-
selves have been measured with error. :

- -
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DATA LIMITATIONS

t
\

* ©
Many sources of data are used in the different’studies we
reviewed. In addition to the methodological problems just dis-
cussed, the basic walidity and rellablllty of the data itself '
is 1n questlon.

Some sources of data, such.as Census data, are quite good.
Others are not so good In particular, all tht empirical studies .o
.made at least some use of ‘the FBI's Uniform Crime Report (UCR).
In our opinion, only Fleisher pays anywhere near sufficient
attention to UCR's limitations. Addttionally, crime indices in
general have many problems As Judith Innis deNeufville ex-
1/ . .

*‘plains 1/ | \ 2 »

..First, the U"S. crime index, like those in most |
developed countries, is based on police statistics...

’

R Second, the police reports are subject to such variation

ln operation and recordkeeplng practlces .that figures
have been known to double In a year or two after a
change in management. Third, in the U.S., at least,.
the returns are incomplete because of a failure of many
of the locally contrelled police forces to cooperaEe...
Fourth, the index- represents not all crimes, not a
representatzve group of crimes, not the most serious
crimes, but a selection of the presumably serious crimes
that happen to be most accurately reported. There is .
no reason to assume that these pgrticular crimes move .
in the same way as crime generally, however.

v .

.
4

Anpther problem occurs that is even more difficult to over-

come. In sever.al situations, data on variables in the equations’
are just.not avalilable:. 1In such cases, other data; or proxies,
are used to estimate the desired, but missing, data. Of course, =
this is not 1intrinsically bdd. However, when it is necessary to
make such estimates, we feel that very careful reasonlng should
acecompany the process. 1In several places this reasoning is so
tenuous that it seems <hat- the- avallablllty of the data actually
used in the estimation process was the only criterion. : .

. To ‘'summarize, such of the available data is inappropriate °
for the purpose.at hand, and many of them are of poor quality. 1If
we are ever to make any ‘real .progress 1in dur ynderstanding of the
relatlonshlp between-crime .and teenage unemployment (or unemploy-
nfent . in general), we must have data that are better suited to -
the purpose at hand and of better quality.

'+

LY
2 . $ -

-— M i

Y

- -

1/Judith deNeufv1lle Social Indications anq;Public Policy,
(Elsev1er Sc1ent1f1© Publlsﬁlng Co., 1975) pp. 101-119. ¢
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"The claim that teenage -unemployment has some~effect on the
teenage crime rate 1s plausible.- With the .exception of Ehrlich, v
all the empirital work we reviewed found that the unemployment

rate was positively associated with the crim
do mot think that the empirical work suffici

e rate. However, we
ently established, .

beyond a reasonable doubt, that urnemployment has a significant
effect on crime. Two factors lead us to that conclusion. g

L4

First, a lack of appropriate data exig%
ally of poor quality.and. most of the models
assumptions about individual behavior, but a
used. In order +o0 be able td make a 'solid c
nection between unemployment and crime, we h
connection’at the individual level. It is n
that commit crimes, it is individuals. -To u
is to attribute far more ‘homogeneity to thos
than is reasonable. . .- N

Second, the basiL;statistical technique
gression analysis.to nonexperimental data, c
completely establish a causal relationship.”
causal model as specified, regression analys
available to measyre all the important causa
model, provide gome convincing evidence of a
in the absence of experimental data. Howeve

’ ~

-

RN . .
s-~the data are gener-
are based upon various

ggregate data are

ase for a causal con-
ave to 'deal with that
ot citiesor States
se averages or rates
e commitin%&grimes

used,- applying re-
an never by itself
Once a reasonable
Is can, if data are '
1l variables in ‘the

causal relationship’
) r, as we hagg/égin;ed
" out the studies we have surveyed have not come close to his

standard. They 'have not been able to specif
“of the potentially important cauisal varia

unemployment. = . * (ﬂe
- , \ X \

Y and measure enough.
s. other than

KS

. . - L)
Hence, we conclude' that the results reported 'in these studies

are far too tentative to be useful for polic
convinced that economic policy should not be
Qn the basis of the premature (and very.poss
reported. The point is not to ignore these
them with the proverbial grain of salt’

»
!

studiag, but to take

y analysis. .We are
kim lemented solely
1bly false) findings
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.UNITED STATES DEPARTMENT OF EDUCATION
WASHINGTON. D C. 20202

ASSISTANT SECRETARY
FORVOCATIONAL AND ADULT EDUCATION

UGS 1981

-

.

Mr: Gregory J. Ahart '
Director, Human Resources Division
U.S. General Accountimy, Office
Washington, D.C. 20548 Y

\ .
Dear Mr. Ahart: /{

The Secretary has asked that I respond to your request for comments on your
draft report entitled, "Teenage Unemployment: A Misunderstood Problem.”

As a general comment, our review found that the report analyzes many viriables
within a statistical framework to identify factors contributing to teenage
unemployment and is quite comprehensive. The report also includes a great deal
of useful information for persons interested in this problem ared. We %o find
the report seriously deficient, however, in terms of recommendations for
alleviating the problem. ‘'In short, many questions are asked; few, if any, are
answered. <’

We offer the following more specific comments:

* Effects of Teenage Unemploymeﬂt on Criminal Behavior

} An ahundance of research exists on the cgtrelation between unemployment and
crime and yet the exact nature of the. problem is stil} pot fully understood.
We can assume that dhemployment plays a significant part in the lives of most
youth and adult offenders. Following contact with the criminal justice system,

a person s future job prospects grow dimmer, thus contributing to the cycle.

In terms of; causes, we agree that a lack of basic gkills contributes to the.
problem. We also believe that many youth offenders may be handicapped

(Smith & Hockenberry, 1980)., Perhaps 15 percent may be mentally retarded
(Smith, 1978) and 30-40 percent learning disabled (Law Enforcement Assistance
Administration). -~

In terms of addressing the problem of young people and crime, we believe that

vocational and alternative education, carefully coordmnated with basic skills
training, can be an effective ‘treatment.

»

.
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‘Page 2 - Mr. Gregory J. Ahart

4 DOL Employment and Training ?rograms‘

H 8’
3 .o

We agree that manpower programs need to include additional remedial skills and ..
informational services. We also feel that training in specific occupational .
skills is needed to make the difference. Our familiarity with DOL programs

leads us to conclude that those programs which are most successful are clodely -
coordinated with local vocational education programs, .

¢ : "Vocational Education in Secondary Schools “ N

The report ‘discusses at length certain behavioral and general employability
~-traits which enhance one's job prospects. Basic skills, career guidance, and
+ additional-information.are mentioned as'possible responses to the unemployment

problem. The seconda chool setting is specifically cited as the principle
focus for these activizzig:f‘\\\\\\\\\\\\ : .

. Conspicuous by its absence is any discussion of vocational education's role in
. ’ secondary schools. There are over 7.5 million students in secondary &chools s
who receive both general employability (the go-called "personality" traits) and
occupatiorfal skills in conjunction with their Basic skills. Over’ 90 percent of
. those who complete these programs are able to find employment (National Center

for Education Statistics,.1979), .. -
Vocational education has also beéhn foind to be a deterrent to dropping out of

high school. Numerous studies exist shéwing other positive effects of -
vocational ed?cation oQ\program participants.

. \
L‘ “ NCES Repoart on Youth Employment.‘ﬂ” 4 u

The National Center for Education Statistics has recently published a
contractor's report on "Youth Employment During High School.” You may find this
report useful in constructing your final version, A copy is enclosed. *

We apﬁieciate the opportunity to comﬁent on your draft report. If you would .
like to discuss our comments fur;ﬁer, pledasq contact Mr. Al Marra aq~245-2626.

.

. -~ . »Sincerely, ) .

., (e halky

Robert M. HWorthington
Assistant Secretary.
- o for Vocational and Adult Education

N

Enclosure = ! s . :

.
&
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‘Effects of teenage unemployment on cr1m1nal behav1or

- GAO .agrees that there is a poss1ble link between lack of
basic qualifications for a job and crime, but there is no hard
evidence to substantiate this conjecture. Our survey showed

that variablés related to a youths' relationship with his parents
_have a strong influence on whether he will engage in criminal be—~*
" haviof. Thetefore, we reiterate the 1mportance of doing further
research into the causes of crime.

DOL emgloyment and training programs

’ .

GAO generally ajrees with DOE's recommendation but again
stresses thé need’ for additienal research into the kinds of
programmatic approaches (Job-:Corps, Street Acddemies, etc.)
that will raise the scholastic ach1evement level of d1sadvantaged
- youths. - :

M 4

Vocatibnal education in secondary schools

GAO agrees that the established system of vocational educa-
tion at the secondary school level is an important and integral
part of the overall secondary school system. The target groups
we isolated, however, may include youths who have failed in
the vocational courses as well as in the academic and general
courses. It may be that the traditional vocational courses and
degree tracks have a role to play in improving the overall
scholastic performance of our target group youths, but again we
stress the need for further research and evaluation.

1.
"~ . v
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DEPARTMENT OF HEALTH & HUMAN SERVICES ¢ . Office of Inspector General
’ Washington, D C. 20201, !
[
M -
1 0 AUG m’ ‘. "
Mr. Gregory J. Ahart ‘.
Director, Human Resources - i <,
Division .
United States General . ‘
Accounting ' Office .
Washington, D.C. 20548 . ' ' -
. -~ - ‘
Dear Mr. Ahart:
The Secretary asked that I respond to your request for our
comments on your draft report entitled, "Teenage Unemployment:
A Misunderstood Problem." The enclosed comments represent *
the tentative position of the Department and are subject
to reevaluation ‘when the final version of this report is
received. ~
We appreciate the opportunity to éomment om: this draft .
report before iﬁf publication. . <. !
_ Sincerely yours, N
. - )
* . - N (‘L”’“ N
- Richard P, Kusserow N
Inspector General
Enclosire . . T
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COMMENTS OF THE DEPARTMENT OF HEALTH AND HUMAN SERVICES ON
THE GENERAL ACCOUNTING OFFICE'S DRAFT REPORT ENTITLED,
I'TEENAGE UNEMPLOYMENT:' A MISUNDERSTOOD PROBLEM,'' PAD-81-34,
DATED JULY 10, 1981

.
b

This draft report makes no specific recommendations, but the
report does describe several conclusions from'the examination of ',
statistical data, which is the basis of the report. Their prin-
cipal conclusion is that 'programs for reducing the educational
achievement gap between'dispdvantaged and advantaged teenagers
should be stressed rather than programs to provide work experi-
ence. GAO also concludes that consideration should be glven to
changing the treatment of Aid to Familigs With Dependent Chtldren
(AFDC) teehagers' ‘earnings to disregard all earnings of 14 to 17
year-olds, not just'the earnings of those who.are students.< This
conglusion 'stems from a statistical correlation the auditors
found between out-of-schooi teenagers' unemployment and theif
presence in AFDC households. -

- i .
Under present law--Section:402(a)88)(A) of the Social Security.
Acr—-the earnings of a.gdependent child are, in general, fully
excludeéd in calculating the family income if the child is a
student, but-not if -he/she is out of school. - .
We disagree with GAO's conclusion about a changé in the law. We
view the current law not ‘as a "disincentive'" to employment, but
as an "'incentive' to teenagers to remain in, or return to educa-
tional or training activities. :

. .

The intent of the present law is to keep children ig school
through secondary education on the premise that every child needs
and is entitled to a basic education to be successfyl in today's -
society. When that intent is not achieved, children 16 and 17 .
years old are requ1red under, current law and regulation to reg-
ister for the Work Incentive (WIN) Program when they are no -
longer in school as E candition of continued AFDC eligibility.
For children under 16 who are out of school, the States decide
what is casual and inconsequential income and need not be counted
in determining the family grant. f
Under new AFDC legislation, if the State's Plan includes a .
Community Work Experience Program, -teenagers-dged 16-18 wfio are
riot attending school on a fuli-time basis Could be requ1red to

part1c1pa£e by the State.’
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The current law is both a disincentive to work and an incen-
tive to stay in school. The preférences and opportunities of.indi-
vidual teenagers on AFDC will determine which of these effects is
the most important. For those yYouths who leave or want to leave
'school, and for whom immediate wgrk would be a bettér career start,
the regulation is a definite work disincentive. For a youth who
would be better off in the long fun if he stayed in school, the .
current regulation does reduce the temptation to drop out of school
and take a full-time job--it is an incentive to stay in school.

If the regulatiQn is changed to allow all youths to disregard
their earnings there will be two effects. First, some of the,
youths who left school and did not work and those who would have :
been better off Qut of school but were deterred by the regulation
will enter the labor force--a gain to society and to the individual

. teenager. Second, some youths who had stayed in school and were
¢ made better off by staying will leave school because of the greater
earnings opportunities now available to non-students--a loss to
society and to the individua}. :
. " We still feel, however, that "consideration should be
, given to making changes . . ." in the direction of disregarding
the earnings of out-of-school youths 16-17 years old. The number
of non-working out-of-school youths and the number of in-school
youths who would be positively affected may be quite large relative .
to the number Of youths who are gaining from staying in school
and who would be teripted out of schqol if the regulation were
- changed. Because of the uncertainty involved, the best approach
.\ might be to try out the new regulation in a few States on an
~ experimental basis. Follow up studies on effected youths could
be berformed -to determine if the gample of fhose who left school
to take a full time job contained many who would have been better
off staying im school. - . » .
» B . N
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U.S. Department of Labor Assistant Secretary for
. Employment and Training
Washington, D C. 20210

AUG 12 1581.

Mr. Gregory J. Aha t

Difector < !

Human ‘Resources Diyision

U.S. General Agco t1ng Office

Washington, D.C. - [20548 .
- - é ‘ » n) .

Dear Mr. Aharty’ .

-~ -

to your letter to the Secretary of
Donovan, requesting comments on the
entitled, “Teenage ‘Unemployment: A
blem."

This is in reply
Labor, Raymond'.J
draft GAO repeort
Misunderstood. Pr

~

The Department's response is enclosed. —

The Department apprec1ates the opportunlty to comment
on this report.

P

/r 'ﬂ\]\/&éf/w—/ - .'
I

B e i Y
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U.S. Department of Labor's Response To

The Draft General, Accounting Office
. Report Entitled -- .

fﬁ . ' "Teenage Unemploymentx‘
. 2 A Mlsunders%ogg .
. Problem"” .
) + e v 2
» ‘ -
ReCOmmendatiori'# 1 ’ 3

‘ k4
The high mea5ured rate of teenage unemployment does
not accurately indicate either the degree or the type
of labor market problems facing teenagers. Measures
of illiteracy must be stressed as much as, if not
‘mdore than, measures of unemployment .

Response: The Department concurs.
Commments: The Department cknowledges t%at the  universe
.0f need among teenagers seeking to pa{t9c1pate meanlngfully
in the labor market is broader than that indicated
by unemployment statistics.alone. As we move towards
an 1ncreas1ngly technical,. highly skilled labor market,
it is clear that those lacklng ‘basic educational
skills--whether they are employed, uremployed or ldbor
market "drop-outs™ --are at a d1st1nct competitive
disadvantage. 1In recognltlon Of this” fact, the array
of programs authorized under the Youth Employment
and Demonstration Projects Act of 1977 and continued
through the CETA reauthorization of 1978 are designed
to serve a broad population rangé: in-school youth, '
underemployed_youth, school drop+<outs, unemployed
youth, and to a:limited extent, youth who are not,
economlca}ly dlsadvantaged N
The Department would add the following provisos-to. \
the draft's documentation| of the universe of need:
o The use of CPS data may resul€ in an underestimation
of the universe because the respondent tends ’

- to be the head of h0usehold rather thdn the yoputh

’ h1m/herself . : )
’ e s . .
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The l1m1tatlon of the universe of need to &he’
econom1cally dlsadVantaged precludes assistance

for those_ advantaged" youth who are illiterate
(Table l4), N

The failure to include 14-15 year olds in the °
universe of need overlooks a population segment
currently served under CETA through the Youyth ®
Employment and Training Program (YETP) and the
Summer Youth Employment Program (SYEP),

The predominant reliance on unemployment data
deallng with male youth shortchanges .the female
univetrse of need, and totally excludes from discussion
the critical, relationship between teenage pregnarcy
and unemployment .and .

The 1nclus1dn of substantive data on the 1ncreas1ng

- literacy needs of the labor marKet*would bolster

the arqumen® fot the 1nterrePatlonsh1p between
1lllteracy and unemployment--e.g., the recorded.

‘decline i#n unskilled jobs, the pro;ected comp051tlon

of the labor market in the coming decade, the
literacy requ1rements ‘of "growthk’ occupatlons,
etc.

Recommendation #2

~

-Pfograms-designedltoaalleviate the labor market

problems facing teenagers should be shifted ftom
a work experience emphasis towards providing
remedial 9and informational serv1ces to all those
teenagers who are def1c1ent 1n those areas.

A} -

Response: The Department/concurs

Comments: As noted in the Youth' Employment anq
Demonstration Projects Act of 1977, and reiterated

in the CETA reauthorization of l978 Title 1V,

Part A, Section 411: "It is explicitly not the//
purpose of thi part to provide make-work opportunities
for unemployedf youth. Rather, it is the ,purpose

to providey youth, and particularly economlcally

I1I
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disadvantaged youth, with opportunities to Yeéarn

and earn that will lead to meaningful employment

or self-employment opportunities after they have

completed the program."” The Department is Qdommitted

to fulfilling this statutory mandate through .

the development and implementation of multi-dimensional.
+ stré&tegies for youth. ﬂj . '
¢ 2

&£ ) . -
It is'ﬁnclear which "PSE" activities.the draft .
references in, its discussion ‘of “the Department'se
programs for youth. Among ‘the arfray'ef youth

L. . programs authorized under Title IV 0fyCETA, only

‘ * one is,largely work experience in .nature:- the

SummeriYouth Bmployment Program.(SYEP). . P

v ? . .
¢ ®

In assessing the'effectivenéss of the Department's

. . programs in cgmbating youth unémployment over ,

the past deca®®, the impact of -otRer’varjables -

N . . must be weighed as well. - Examples' include ‘the ,
increased share that teenagers comprised of the .
potential labor force,’ the general upward trend .
in the unemployment rate during «hjis period, s
and, as the draft itself motes, .the possible .

: affect of increased coverage-by,'the minimum wage
law. . ) } S

L PPN s -2

The Youth. Employment and Tratning Progréh (YETP)
) provides a broad range Of transition.services
< + including remedial edycation”and .labor market

: .. informatibn.. The Youth IMcentive Entdtlemént

- - . - Pilot Projects (YIEPP).are specifically deSignedy -
to encourage retention,in school through the
jncentive of a guaranteed job. It should be -
noted that although a givén program strategy
offers a.variety of services, ‘this does not neceSsarily
, - % coincide with sdch services betng.utilized by
all—progrip participants (Table 16).°

C : The universe of néed relatiyeé to, youth and their
. - -labor marke® proBlems cannot.be considered as \
an\qu;fferentjated mass. Although-the repdrt

¢

s

s

-~/

°
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" the following particulars;
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-Recommendation # 3
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presents some very insightfulﬁanalyéis by disaggrqgaf!ng
the data several ways, it should be improved ’
by breaking down the youth population whenever . -
the data permit by finer. age categories (16-17,° )
18-19, 20-21) mdatched with school enrollment ) . -~
\status., -
® a < . - \—,’\ -
For example, a highly respected study by Mathematica ,
“Inc. (1980) on JonCorpS';iijflees highlighted . w5 Y

Only 258 of the enrolleés who entetred Job Corps ~
at, age 16 completéd training compared to 40% .
who entered at age 19 and over. T . «

A§bng completors, those 18 years of age or, younger
have a recorded placement rate of 70% with’ one-_ .
half of that number in sraining-related jobs. ’

IS [
v

The placement. rate .for completors 21 *years of .
age and older was 77% with two-thirds of that
number in training related jobs, ’ ‘ — .
g o N -
Similarly, the disparate expectations of the -. '
employer community in the competitive labor market
must be considered in addition to the broad r%nge . .
of potential gutcomes for different participant ! . s
age groups. Accordinrgly,” the Department is currently ,
studying a wvariety of strategies relating &o .
effective means to meet the needs of youth and * -

employers from these ‘perspectives. 5
: P
o

-

Progtams for reducing the educatdonal achievement . *
gap between disadvantaged and ddvantaged teenagers : -
need to be stressed. ‘

Response: The Department does «not concur.

Comments: In conformance with the data containad 2
in this draft, this premise needs to be restated.
Table 12 of Chapter 3 of this draft indicates

that there is below normal educational attairment
for a higher number of adyantaged than”disadvantaged S -

-~

-~
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youth. Tagble 14 of the same chapter demonstrates . )
that illiteracy rates are higher for advantaged
‘youth than disadvantaged youth. Therefore, it : .

" appears that this conclusion would be betteér |
‘stated as stressing programs that would reduce
the number of teenagers who show evidence of

illiteracy, regardless of economic status. *
‘/Récomméndation $4 — ‘ ;O ) .
\The. development of micro data bases that gontain

detalled family baékground, educational achievement, .

“and labor force information on a longitudinal .
basis shoyld be encouraged. ' ) -
. AN . .

' Respomge: The DepaE}ment concurs. "

_“Comments: Assuming that sufficient financial \g
°Tesources are available, 'the Department agrees
that the development! of information of this nature .
should be encouraged. . ° -

= e \
. .
Alternatlve systems for 1dent1fy1ng and dellverlng )
education and training services to disadvantaged A
teenagers\should be studied. | - & s e

-

Recommendatlon #s

Resgonse: The Department dogg'not concur.
\ -~ . Q‘:/ R

Comments:  This has already occurred .to a large ™ .

extent through the numefous research, demonstration

and evaluation activities-conducted under the -

“~authority of the Youth Employment and Demonstration

Projects Act of 1977. As provided for 'in Title

II, Part C,’Subpart 3,.Section'348 (a) (i) of |

that statute, "The Sécretary of Labor is authorized...to

carry out ‘innovative  ahd experlmental programs

to test pew a proaches for dealing.with the unemployment

prablems of yo th...such programs scall include,

- ’

al agencies_ to provide special programs
ices for e11g1ble participants. enrolled
ndary schools, postsecondary educational

102
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From” the Department's perspective, the task at ¢
hand is no longer knowledge development; rather,
the igsue is transmission and utilization qf .
what research and demonstration have already -
documented. The Dépattment Kas established a ' :
system of centralized management assistance to . , 4
"broker" such. information directly to CETA prime
sponsors. Continuing knowledge utilizaticn relative
to what-we have learned regarding a variety of .
training, employmen® and educational strategies . —~
for youth will remain a Departmental priority
for the balance of the fiscal year.

-

. . ~ ° ]
Recommendation # 6
Further .research is needed to explore the connection . ®£
between teenage unemployment and crime. \

- ’ ’ ~ “ ‘
Response: The Department does not concur. . f#b)

-Comments: As the draft notes, "the claim that-

a teenager's inabT®ity to find a job can have

an effect on his:or her propensity to commit

a crime is intuitively plausible". Departméntal
research efforts, such as _an_analysis-.of the
-Supported Work demonstration by MDRC Inc. support
the draft's obser¥ation that such a cause/effect

. .relatidnship is difficult to document because, .. 3

of the number of possible variables involved, | ) PR
the«difficulty of collecting reliable data on : . ow
criminal activity, and the seemingly tdneven impact

Of program intervention=on criminal activity.

The Department does not éupport further research

-of a premise that is inherently difficult to

precisely ‘document, and, in fact, should be confirmed

by common sense alone. As the draft notes; "teenagers
unqualified for jobs are a serious’problem even 0
"if they dq not commit crimes... that they may -
also be contributing. to crime makes the situation
‘even more urgent". .The Department agrees that
#he relationship exists, and does not wish to .
-devote further resources to confirm this hypothesis.. '

* ,

e R

. om . .
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Recommendation § 7

e

Consideration should be given to changing the
rules of the current AFDC program'so as to disregard
~ - ,all the earnings of dependent children (ages .
14-17), regardless of their school status, when
) calculatlng the faleles' entitlement.

v

Te

. . A N < . -
" Response: The Department concurs.
Comments: This approach was sanctioned in the

1977 amendments to CEPA and in the reauthorization
of CETA- on October 27, 1978. The latter Cl*ﬁthn
* from Title IV, Pa#t A, Subpart 4,- Section 4
is as follows- "Earnlngs and allowances received-
'bi any yolth under this part shall be disregarded
détermining thé ellglblllty of the youth's
‘family for, and the amount of, any beneflts based
‘on need undér Federal or federally assisted prOgrams

A The cunt1nu1ng problem in administering this

statutory provision has been the difficulty in
) .implementing national-level interagency arrangements

among. the Department of Labor and, the Departments
of .Health and Human Services, Housing and Urban.
"Development, and Agrlculture at the operational
level. The local caseworker who makes the' determina
of entltlement may not be aware of the statutory
provisions of leglslatlon 1mplemg§ted by another
agency e

h,,Obv1ously, in this instance, interagency and
intragency communications need to be sé&engthened
AIso, other agencies might encouragé .such provisions’
in their authorizing legislation. 1In addition,
we may wish to extend this provisiqon to other
CETA titles 'to maintain a work 1ncent1ve among
disadvantaged youth |
As a related issue, tﬁe draft conclusion that 11v1ng
in an AFDC household, per se, is a negative influenc
+ _ on teenage employment warrants further explorathn

~

-
.

tion

e
]

The impact of a number of variables--earnings disregard,

parental role models, educational opportunities, etc.
-- should be sorted out- through additional research’

—~
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GAO RESPONSE

Item #1

-

LN

We recognize that most of the refinements mentioned would
have improved our need estimates, although we.do not think any
of them are so significant that they invalidate our estimates.
Also, one of the provisos concerning reliance on data dealing
with male youths is not true. 1In chapter 2, where we discussed
the meaning and significance of the high measured rate of unem-
ployment, we used mostly data on the male rate. In chapter 3,
however, we used data on both sexes throughout. We do agree
though that more detailed data on female characteristics would
have been helpful. - ~- ¢

Ttem #2 . .

We concur that the need analysis would have been more helpful
if it had been broken down by more characteristics than unemploy-
ment experience and scholastic achievement. We do not fully agree,
however, that our analysis of ‘the effectiveness of the Department's

- program over looked "the general trend in the unemployment rate
during this period. . . ." Most analysts agree that the upward
trend in the overall rate of unemployment can be acounted for by.
compositional factors, such as the age/sex mix of the labor force
and a small upward trend in teenage unemployment.

[

Item #3 . - .

) ‘FThere appears to be some cgnfusipg;here between rates of
illiteracy and absolute numbers of illiterate people. TIn table .
12 of chapter 3 it is shown that there is a higher incidence of
below normal attainment for in-school’ disadvantaged youth than
for in-school advantaged youth even though there are more (in ab-
.solute terms) below norma{ advantaged yodth (895,100 vs. 333,000).
But, there are generally many more advantaged than disadvantaged -
youth (17 million vs. 3 million). \

ik

Item #4

.

. No.comment necessary.
v A W y
ﬂ Item #5.

GAO agrees that the existing knowledge should be transmitted
and used. What we meant, however, was not so much that DOL should
fund more projects but that they should keep monitoring what
"=~ developments were ocquring in the various States and localities
that represent the spontaneous efforts of State and local govern-
ments, private sector organizations, and joint ventures betwken

ﬁ_;___&4p:luate~oxgan%za%*eas—ané—%eea}—gevernment3ﬁ~—%ﬁrr5frs“a _' N
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"dynamic" version of the clearinghouse function and ds one

that we hope DOL would. seek to achieve. Also, we do not

agree that there is enough DOL funded research on the' broad

and furidamental aspects of alterndtive delivery systems. For
example, the comment mentions that research and demonstration
results will be distributed to CETA prime sponsors, implying
that the CETA primeé sponsor system itself is beyond being able
to negatively influence the outcomes of the system. GAO thinks
that more research on the effectiveness of the existing CETA
system is needed\

Item #6

GAO does not concur with this DOL comment because we think
it 'is tantamount to saying that because it is difficult to,.pin
down the cause of a disease that research on the disease should
be halted. GAO feels that research on the determinénts of
criminal behavior among young people should be a major research
priority. If the DOL does not want to do the research than
another department should be given lead responsibility.

Item #7
. a .
GAO concurs with this comment. We also heartily agree with

., DOL{s recommendation that more .research on the topic is needed.
—_ ¢
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