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Introduction

One of the best ways to avoid being poor as an adult is to
obtain a good education.! People who have higher levels of
academic achievement and more years of schooling earn more
than those with lower levels of human capital. This is not sur-
prising, since economists believe that schooling makes people
more productive and that wages are related to productivity.

Yet in modern America, poor children face an elevated risk
for a variety of adverse educational outcomes. According
to the 2007 National Assessment of Educational Progress,
only 16 percent of fourth-grade students eligible for free
lunch score at proficient levels in reading, compared with 44
percent of fourth graders whose family incomes are above
the eligibility cutoff for free lunch.> The disparity in math
scores between those above and below the eligibility thresh-
old for free lunch is even larger.’> Equally large disparities
in achievement test scores are observed between whites and
minority racial or ethnic groups, with test score gaps that
show up as early as three or four years of age.* In fact, the
black-white test score gap among twelfth graders may not be
all that different in magnitude from the gap observed among
young children when they first start school.’

Understanding why children’s outcomes vary so dramati-
cally along race and class lines in America is central to for-
mulating effective education policy interventions. Disagree-
ments about how to improve schooling outcomes for poor
children stem in part from different beliefs about the prob-
lems that underlie the unsatisfactory outcomes in many of
our nation’s public schools. Broadly speaking, critics tend to
invoke, at least implicitly, one of the following explanations
for why children in high-poverty schools are not performing
as well as we would like:

1. Schools serving poor and minority students have fewer
resources than they need. In this case, a potential solu-
tion would be to provide more money to disadvantaged
schools.
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2. High-poverty schools lack the capacity to substantially
improve student learning, independent of financial re-
sources. Potential solutions to this problem would in-
volve helping schools improve the quality of their stan-
dard operating practices, or increasing the instructional
capacity of staff in these schools through professional
development or more selective hiring.

3. High-poverty schools do not have sufficient incentives
or flexibility to improve instruction. Proponents of this
perspective argue that without clarifying key objectives
and holding key actors accountable, additional spending
will be squandered.

4. Schools matter only so much. The real problem rests
with the social context in which schools operate—
namely, the family, neighborhood, and peer environ-
ments that under this perspective make it difficult for
low-income children to take advantage of educational
opportunities. Adopting accountability or market-
oriented reforms without changing social policy more
broadly will punish educators for factors beyond their
control, and potentially drive the most able teachers
toward schools serving less-disadvantaged students.

For some reason, current education policy debates often seem
to be argued as if the problems listed above are mutually
exclusive. In contrast, we believe that there is likely some
truth to each of these major explanations; schools confront
no single problem that can be addressed with just one solu-
tion. Identifying the optimal policy response to the mix of
problems that plagues our public schools is complicated by
the possibility that these problems might interact with each
other. For example, it may be the case that certain curriculum
reforms are effective only if they are accompanied by an
increase in resources such as student support services, or by
an increase in teacher quality generated by reforms to hiring
and tenure policies. Social science theory and common sense
are likely to carry us only so far in identifying the most effec-
tive—and cost-effective—mix of education policy changes.
For almost every education intervention that some theory
suggests might be effective, another plausible theory suggests
that the intervention is likely to be ineffective or even harm-
ful. Education policy also needs to be guided by rigorous
evaluation evidence about what actually works in practice.

Research over the past four decades has unfortunately fos-
tered the impression that “nothing works” to improve schools
for poor children. One of the first studies to contribute to this
sense of pessimism was the landmark 1966 report by soci-
ologist James Coleman and his colleagues.® Drawing on a
large, nationally representative sample, the Coleman Report
found that most of the variation in student test scores occurs
within rather than across schools, that family background is
the strongest predictor of academic achievement, and that
most measurable school inputs like student-teacher ratios are
only weakly correlated with student outcomes. Subsequent
evaluation studies of different educational interventions also
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tended to be disappointing, and helped contribute to a sense
of pessimism about the ability of schools to improve poor
children’s life chances.’

In contrast, we offer a message of tempered optimism. Over
the past few decades, the technology of education-policy
evaluation has improved dramatically, making it much easier
to detect moderately-sized program impacts within the com-
plex environment that determines schooling outcomes. The
available evidence reveals a number of potentially promis-
ing ways to improve the learning outcomes of low-income
children. This is not to say that everything works: many
current and proposed education policies either have no em-
pirical support for their effectiveness, or in some cases have
strong empirical evidence for their ineffectiveness. The most
successful educational interventions will reduce, but not
eliminate, racial and social class disparities in educational
outcomes. This is not a reason for either despair or inaction.
The appropriate standard of success for policy interventions
is that they generate net benefits, not miraculous benefits.
Education policies that are capable of improving poor chil-
dren’s schooling outcomes by enough to justify the costs
of these policies are worth doing, even if these policies or
programs by themselves are not enough to equalize learning
opportunities for all children in America.

School resources

The question of whether “money matters” has been the
subject of contentious debate in the research literature for
the past 40 years. Isolating the causal effects of extra school
funding is complicated by the possibility that compensatory
spending may be directed towards schools serving the most
disadvantaged students, and adequately controlling for all
aspects of student disadvantage is quite difficult in practice.
The weight of current evidence provides fairly weak support
for the idea that increases in unrestricted school funding
on average improve student outcomes.® There is, however,
stronger evidence that some targeted increases in specific
school inputs can improve student outcomes. Three areas in
which we believe increased resources may yield important
benefits for poor children are (1) increased investments in
early childhood education; (2) class-size reductions in the
early grades; and (3) targeted salary bonuses to help disad-
vantaged schools recruit and retain better teachers.’

Early childhood education

Disparities in academic achievement by race and class are
apparent as early as ages three and four—well before chil-
dren enter kindergarten. Recent research in neuroscience,
developmental psychology, economics, and other fields
suggests that the earliest years of life may be a particu-
larly promising time to intervene in the lives of low-income
children.!® Studies show that early childhood educational
programs can generate learning gains in the short-run and, in
some cases, improve the long-run life chances of poor chil-
dren. Moreover, the benefits generated by these programs are
large enough to justify their costs.

Although preschool interventions represent a promising way
to improve the life chances of poor children, their success is
not well reflected in federal government budget priorities,
which allocate nearly seven times as much money per capita
for K—12 schooling as for pre-kindergarten, other forms of
early education, and child care subsidies for three- to five-
year-olds.'! Most social policies attempt to make up for the
disadvantages poor children experience early in life. But
given the substantial disparities between poor and nonpoor
children that already exist among very young children, it
is perhaps not surprising that many disadvantaged children
never catch up.

Class-size reduction

Reducing average class sizes may enable teachers to spend
more time working with individual students, tailor instruc-
tion to match children’s needs, and make it easier for teach-
ers to monitor classroom behavior. Class-size reductions are
expensive, as they require hiring additional teachers and in
some cases expanding a school’s physical space. However,
the best available evidence suggests that class-size reduc-
tion, holding teacher quality constant, can improve student
outcomes by enough to justify these additional expenditures,
with benefits that are particularly pronounced for low-
income and minority children. Some research has suggested
that class-size reduction might be most effective if focused
on low-income districts or schools.

Bonuses for teaching in high-needs schools or subjects

Research has identified substantial variation across teachers
in the ability to raise student achievement, both within and
across schools. These studies attempt to isolate the value that
a teacher adds to student achievement, referred to as “value-
added” measures of teacher effectiveness. If disadvantaged
children were taught by the most effective teachers, dispari-
ties in schooling outcomes might be narrowed.

Value-added measures of teacher effectiveness are not very
strongly correlated with the easiest-to-observe characteris-
tics of teachers. Novice teachers are less effective than more
experienced ones, but this experience premium disappears
after the first few years of teaching.!* Teachers who have
higher scores on the SAT or various teaching exams are gen-
erally more effective than others.'* Still, many other observ-
able teacher characteristics, such as whether teachers hold
traditional teacher certifications or advanced degrees, are not
systematically correlated with student learning.'®

The policy challenge in this domain is to induce more effec-
tive teachers to teach in schools serving the most disadvan-
taged children, knowing that effectiveness cannot easily be
measured. The dramatic variation in effectiveness that we
observe among teachers highlights the great potential value
of successful policies in this area.

Changing school practices

Some observers of America’s schooling system remain
skeptical that additional spending is needed to improve the
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learning outcomes of poor children. They argue that improv-
ing the ways in which schools are organized, including the
way they deliver instruction, could improve student achieve-
ment with few additional resources. This line of reasoning
assumes there is good evidence on which practices are most
effective, but that school personnel do not have the capacity
to identify or implement these programs on their own.

Some low-cost changes in school operating practices that
seem to improve student outcomes include changes to school
organization, classroom instruction, and teacher hiring and
promotion. What remains unclear is why these “best prac-
tices” have not been more widely adopted—presumably the
answer is some combination of lack of information, political
resistance, bureaucratic inertia, or other factors.

Curricular and instructional interventions

In 2002, the Institute for Education Sciences within the
U.S. Department of Education created the What Works
Clearinghouse (WWC) in order to collect and disseminate
scientific evidence on various educational interventions.
Thus far, there is a lack of convincing evidence on curricular
interventions. A more recent approach to school improve-
ment known as Comprehensive School Reform (CSR) at-
tempts to improve many different aspects of the school at
the same time. Unfortunately, the evaluation evidence about
the effectiveness of CSR programs is also somewhat limited.

Nevertheless, at the elementary school level a few models
have been shown to improve student outcomes. One of
the more promising interventions seems to be Success for
All (SFA), a comprehensive whole-school reform model
that operates in more than 1,200 mostly high-poverty Title
I schools.'® SFA focuses on reading, with an emphasis on
prevention and early intervention. A random assignment
evaluation of SFA documented that at the end of three years,
students in the treatment schools scored roughly 0.2 standard
deviations higher than students in the control schools on a
standardized reading assessment, a difference equivalent to
about one-fifth of the gap between low and high socioeco-
nomic-status children.!”

Teacher labor markets

A key policy challenge for school districts is to induce more
effective teachers to teach in high-poverty schools. There are
a variety of potential inefficiencies in the way schools hire,
promote, and dismiss teachers, and at least some of these
problems might be addressed without substantial increase
in resources.'®

One promising approach is to promote alternative pathways
into teaching. Traditional certification requirements impose
a high cost (both in money and time) on individuals inter-
ested in teaching, particularly on those with the best outside
labor market options. Studies exploring the relative effec-
tiveness of teachers with traditional versus alternative (or no)
certification have generally found that differences between
the groups are relatively small, and that in certain grades and
subjects, teachers with alternative certification may actually
outperform those with traditional certification.'®
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Whatever system is used to hire teachers, it is inevitable
that some teachers will not perform well in the classroom.
Recognizing that the hiring process is imperfect, virtually all
school systems place new teachers on probation. However, in
practice, public schools typically do not take advantage of the
probationary period to obtain additional information about
teacher effectiveness and weed out lower-quality teachers.
One possible solution is to raise the tenure bar for new teach-
ers, and to deny tenure to those who are not effective at raising
student achievement. We suggest that this type of high-stakes
decision should be based on a variety of teacher performance
measures that include, but are not limited to, measures of ef-
fectiveness at raising student test scores. Principal evaluations
should be included as one factor in teacher tenure ratings, both
because they may add additional information beyond student
test scores, and also because they reduce potential negative
effects of relying solely on an output-based measure.

Incentives and accountability

Class size reduction is an “input-based” educational inter-
vention, based on the assumption that schools will perform
better with additional resources. Comprehensive School
Reform is based on the assumption that schools are not using
best practices, and therefore seeks to improve schooling out-
comes by prescribing a more effective instructional approach
based on the knowledge of centralized decision makers. Both
strategies assume that educators are willing to work as hard
as they can given their resource constraints.

An alternative approach to school reform focuses on enhanc-
ing both the incentives and flexibility enjoyed by school
personnel. While the theories underlying school choice and
school accountability differ in important ways, both strate-
gies rely on the core notions of incentives and flexibility. The
available evidence to date is probably strongest on behalf of
the ability of school accountability systems to change the be-
havior of teachers and principals, although one lesson from
that body of research is the great importance of getting the
design of such policies right.

Teacher merit pay

Most public school teachers are paid according to strict
formulas that incorporate years of service and credits of con-
tinuing education including Master’s and doctorate degrees,
despite the fact that research consistently finds that advanced
degrees are not associated with better student performance
and that experience only matters in the first few years of
teaching. For this reason, reformers have suggested that a
teacher’s compensation should be tied directly to productiv-
ity as measured by student performance or supervisor evalu-
ation. Proponents of “pay-for-performance,” also known
as “merit” or “incentive” pay, argue that it would not only
provide incentives for current teachers to work “harder” or
“smarter,” but also could affect the type of people who enter
the teaching force and then choose to remain.

Incentive pay has a long history in American education,
though few systems that directly reward teachers on the ba-



sis of student performance have lasted very long.?’ There is
some evidence that incorporating incentive pay along with
pay for additional professional development activities and
other service may improve student performance on standard-
ized tests.?' Given this tentative but positive evidence, we be-
lieve that it is worthwhile for schools and districts to continue
experimenting with, and evaluating, pay for performance.

School accountability systems

Recent studies suggest that accountability reforms can foster
positive changes in behavior by school administrators, teach-
ers, and students. At the same time, research provides some
warnings that incentive-based reforms often generate unin-
tended negative consequences, such as teachers neglecting
certain students, cutting corners, or even cheating to artifi-
cially raise student test scores. The fact that actors within the
school system do respond to changes in incentives highlights
both the promise and pitfalls of accountability reform, and
underscores the importance of the specific design details of
accountability policies.

A recent review of simple national time trends suggests that
No Child Left Behind (NCLB) may have improved student
achievement, particularly the math performance of younger
children.?? However, to our knowledge, there has not been
any systematic investigation of the impact of NCLB at a
national level that attempts to account for prior achievement
trends or the presence of other policies. Even without any
direct evaluation evidence of NCLB, the available account-
ability research suggests a number of modifications to NCLB
that seem likely to do some good. First, we would encourage
the adoption of a single achievement standard for all districts
in the country. Second, we recommend moving away from a
single proficiency level—that is, holding schools accountable
for the share of students with scores above some single cutoff
value—since this provides students an incentive to neglect
students who are far above or below this threshold. Third, we
suggest that if the current level of federal funding is not in-
creased substantially, states and districts be provided the flex-
ibility to focus on the schools most in need of improvement.

School choice

Another way to clarify goals or change incentives is to provide
parents greater choice of schools for their children through
public magnet schools, charter schools, or vouchers for stu-
dents to attend private schools. Proponents suggest that by
creating a marketplace in which parents can select schools,
a choice-based system might generate competition among
schools that would improve the quality of schools throughout
the marketplace. This theory rests on several assumptions,
including that the degree of choice will be large enough to
generate meaningful competition. A choice system must per-
mit relatively easy entry into the market by potential suppliers,
which includes individuals and organizations wishing to open
schools. There must also be easy “exit” from the market that
allows (and, indeed, forces) unsuccessful schools to close.

The second set of assumptions involves the information
available to parents and the preferences they have for

their children’s education. Parents must have sufficient
information to make an informed choice. Data on school
performance must be transparent, accessible, and easily un-
derstood by parents with varying degrees of sophistication.

There is mixed evidence on whether the opportunity to at-
tend a choice school has substantial academic benefits for
poor children, as well as on the question of whether large-
scale choice programs might improve the productivity of
schools in general. In our view, the main risk associated with
expanded choice opportunities is the possibility of exacer-
bating the segregation of poor, minority, or low-performing
students within a subset of schools. Thus, the effects of any
choice plan are likely to depend crucially on the details of
key design questions, such as whether schools are allowed to
select the best students from their applicant pools.>*

The role of student background

Some believe that the disappointing performance of our
public schools stems in large part from the challenges that
poor children face outside of school. Clearly, differences in
family background help explain a large share of the variation
in academic achievement outcomes across children. Poor
children have substantially lower achievement test scores
than nonpoor children as young as ages three or four, before
they even start school.

More relevant for present purposes is whether the chal-
lenges of living in poverty cause poor children to benefit
less than nonpoor children from similar types of schooling
experiences. Our reading of the available evidence instead
suggests that improving the quality of academic programs is
at the very least sufficient to make noticeable improvements
in poor children’s educational outcomes. In fact, studies of
early childhood education programs typically find that disad-
vantaged children benefit even more from these interventions
than do nonpoor children. As a result, social policy changes
outside the realm of education that reduce child poverty in
America, as desirable as they may be on their own merits,
are not a necessary condition for enacting education reforms
that improve poor children’s outcomes by enough to justify
the costs of these reforms.

At the same time, the fact that poor children are geographi-
cally concentrated in neighborhoods that are segregated by
race and social class presents special challenges for educa-
tion policy, given that children have traditionally attended
neighborhood schools. For example, research suggests that,
all else equal, teachers tend to prefer to work in schools that
serve more affluent and less racially diverse student bodies.?
In addition, systems that fail to adequately account for the
confounding influence of family background may help drive
the most effective teachers out of high-poverty schools. Peer
characteristics may also directly affect student learning, if
teachers set the level or pace of instruction to match the aver-
age student ability in their classroom.

In theory, education policies could overcome the burden that
concentrated poverty imposes on poor children by breaking
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the link between place of residence and school assignment.
Some evidence suggests that earlier desegregation efforts did
improve the schooling outcomes of disadvantaged children.?®
However, the potential for contemporaneous desegregation
policies to achieve large gains in student outcomes remains
unclear. First, there are substantial barriers—both logistical
and political—to further integrating schools along race or
class lines. Second, both schooling and social conditions for
poor children have changed substantially since the initial
desegregation efforts, which may limit the effectiveness
of desegregation efforts today. For example, although still
far from equal, the difference in resources across poor and
nonpoor schools has greatly narrowed since the early 1970s.

A different approach to addressing the problem of concen-
trated poverty is to use housing policy to help poor families
move into different neighborhoods, though it is still unclear
how effective such policies would be at changing neighbor-
hood environment, or whether such a change would be suf-
ficient to improve a child’s academic outcomes.?’

Reducing the prevalence of either child poverty or the geo-
graphic concentration of poverty in America is difficult. Al-
though the persistence of these social problems is not benefi-
cial for the well-being of children, improving the educational
opportunities of poor children in their current neighborhoods
still has the potential to help them escape from poverty.

Conclusions

The release of the landmark Coleman Report in 1966 fostered
pessimism about the ability of schools to improve the life
chances of poor children. This report and subsequent research
pushed policymakers to consider outcome-based measures of
success and spurred interest in reform strategies that focus
on changing the incentives within the public school system.

A careful review of the empirical evidence, however, sug-
gests a variety of policies that are likely to substantially im-
prove the academic performance of poor children. We found
examples of successful programs or policies within each of
three broad categories. Targeted investment of additional re-
sources in early childhood education, smaller class sizes, and
bonuses for teachers in hard-to-staff schools and subjects
seem likely to pass a cost-benefit test, even without a funda-
mental reorganization of the existing public school system.
At the same time, researchers have identified some ways of
changing standard operating procedures within schools that
can improve the outcomes of poor children even without
large amounts of additional spending. Finally, policies that
seek to change incentives within schools offer some promise
of improving schooling for poor children.

Given limited financial resources and perhaps even more
limited political attention, it is unlikely that policymakers
could adopt all of the “successful” practices discussed in
this article. Based on our read of the empirical literature, we
believe that the following should be the highest priorities for
education policies to improve the academic achievement of
poor children:

60

Increase investments in early-childhood education for
poor children. Even though short-term gains in IQ or
achievement test scores diminish over time, there is
evidence of long-term improvement in a variety of
outcomes, including educational attainment, that will
help children escape from poverty as adults. Increased
investment in early childhood education is particularly
important given the limited investment our society cur-
rently makes in the cognitive development of very
young children. This should be the top priority for new
spending in public education.

Take advantage of the opportunity provided by No Child
Left Behind (NCLB) to better utilize accountability
reforms to improve outcomes for poor children. NCLB
was enacted in 2001 with bipartisan support, although
it has received considerable criticism in recent years.
In our view, the debate over the existence of NCLB
misses a fundamental lesson we have learned about ac-
countability in the past decade: the specific design of
the program matters enormously. It would be a shame if
the current (often legitimate) concerns with how NCLB
has been implemented lead to a retreat from outcome-
oriented accountability in education. Instead, we would
recommend several changes to NCLB as well as co-ex-
isting state or district accountability systems: adopting
common achievement standards across states, focusing
accountability on student growth rather than proficiency
levels, providing states and districts with the flexibility
to focus limited resources on the neediest schools, and
reconciling federal and state accountability systems.

Provide educators with incentives to adopt practices
with a compelling research base while expanding efforts
to develop and identify effective instructional regimes.
One of the lessons from the accountability movement is
that highly disadvantaged schools (and districts) often
lack the capacity to change themselves. State and dis-
trict officials should ensure that disadvantaged schools,
particularly those that have continued to fail under
recent accountability systems, adopt instructional prac-
tices and related policies with a strong research base.
There is no need to reinvent the wheel. At the same time,
the federal government could help spur such advantages
through more focused research and development spend-
ing, and governments at all levels could help increase
the supply of high-quality practices by requiring schools
to use programs that have been rigorously evaluated.

Continue to support and evaluate a variety of public
school choice options. Although we believe that the cur-
rent evidence on the benefits of public school choice is
limited, we also think that the risk associated with these
policies is small so long as they are implemented in
ways that do not substantially exacerbate school segre-
gation along race or class lines. We encourage states to
facilitate the expansion of magnet and charter schools,
and to carefully evaluate the impact of these schools
on the students they serve as well as the surrounding
schools.



Most antipoverty policies focus on lifting adults out of pov-
erty. These policies are often controversial because of an
unavoidable tension between the desire to help people who
have been unlucky and the motivation to encourage hard
work and punish socially unproductive behavior. In contrast,
successful education policies can not only help reduce pover-
ty over the long term by making poor children more produc-
tive during adulthood, but also foster economic growth that
expands the “pie” for everyone. Educational interventions
also benefit from a compelling moral justification. Disadvan-
taged children should not be punished for the circumstances
into which they are born, and improved education policy is
one of the best ways to prevent this from happening.l
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