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Education and the Economy 
Quick Facts
· Cutting statewide public K–12 expenditure by $1 per $1,000 state’s personal income could reduce the state’s personal income by 0.3 percent in the short run and 3.2 percent in the long run and reduce the state’s manufacturing investment in the long run by 0.9 percent and manufacturing employment by 0.4 percent. (Wolfe and Haveman (2002))
· Cutting statewide public K–12 education per student by $1 would reduce small business starts by 0.4 percent in the long run. Cutting statewide public K–12 expenditure by one percentage point of the state’s personal income would reduce the state’s employment by 0.7 percent in the short run and by 1.4 percent in the long run. (Wolfe and Haveman (2002))
· A reduction in a state’s aggregate home values is likely if a reduction in statewide public school spending yields a decline in standardized public school test scores, if in the long run people leave or do not enter the state because of test-score declines. A ten percent reduction in various standardized test scores would yield between a 2 percent and a ten percent reduction in aggregate home values in the long run. (Wolfe and Haveman (2002))
· Reduction in a state’s aggregate personal income is likely if a reduction in statewide public school spending yields a decline in “quality” of public education produced and a long-run decrease in earning potential of the state’s residents. A ten percent reduction in school expenditures could yield a one to two percent decrease in post-school annual earnings in the long run. A ten percent increase in the student–teacher ratio would lead to a one to two percent decrease in high school graduation rates and to a decrease in standardized test scores.  (Wolfe and Haveman (2002))
· A high school dropout earns about $260,000 less over a lifetime than a high school graduate and pays about $60,000 less in taxes.  America loses $192 billion—1.6% of our Gross Domestic Product—in combined income and tax revenue with each cohort of 18-year-olds who never complete high school.  The annual loss of federal and state income taxes associated with the 23 million U.S. high school dropouts (ages 18–67) is over $50 billion compared to what they would have paid if they had graduated. (Teachers College Symposium on Educational Equity, Columbia University)

· Increases in educational attainment in the United States labor force from 1915 to 1999 directly resulted in at least 23 percent of the overall growth in productivity, or around 10 percent of growth in gross domestic product. (“What’s the Return on Education,” Anna Bernasek, The New York Times, December 11, 2005).  
· Education programs contribute to economic growth while also increasing opportunities for individual advancement. Near-universal public education has added significantly to U.S. economic growth, boosted incomes, and lowered inequality (Goldin and Katz, 2008).
· The real rate of return on investments in education and training programs—in terms of payoff to lifetime earnings relative to the upfront costs—is between 5 and 15 percent per year. (An Education Strategy to Promote Opportunity, Prosperity, and Growth. Strategy Paper, The Brookings Institution, Bendor, Bordoff, and Furman, 2007)

