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1.

This paper sets forth the methods and results of several economic
evaluations of nonformal education which have been undertaken in the
United States in recent years, and it offers some thoushts on the appli-
cability of methods and results to nonformal educatioh in poor countries.

It employs the term "nonformal education" in the way used in
W. Steen McCall's background paper of November 23, 1970, for this panel:
"the entire range of learning exveriences outside of the repular, graded
school system." My concern with nonformal education so defined does not
imply acceptance of occasionally voiced premises that nonformal education
vill "succeed" where formal education has "failed," that formal and
nonformal education are substitutes for each other and need appraisal only
for relative coét—effectiveness, or that nonformal education can be
expanded with less strain on a nation's investment resources than cen
formal education. The degree of validity of such premises is essentially
an empirical matter to be subjected to the test of data. A recognitien
that nonformel education is aﬁ economically very important activity in
the United States, with some enparently favorable effects, suffices to
justify subiecting this activity to molicy analysis and research.

Economic Evaluations in the United States

Economic evaluation in the United States has been avnlied only to
selected types of nonformal learning ext_)eriences.l Three such tyves will

be covered in this paner.

lA handy euide to the growing literature on economic evaluations
of formal and nonformal education has been prepared by Wood & Campbell
(1969). For descriptions of U.S. manpover programs, a component of non-
formal education, see the Mannower Renort of the President. Washington,
D.C.: U.S. Government Printing Office, annually.
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Institutional retrainine of mannover. Holding no vatent on an

_international "first" the United States commenced in the beginning of
the 1960's a large and growing progrem for occupational training of adult
workers, usually unemployed or seriously underemployed, in vocational
schools and other training facilities not owned and operated by employers.
This institutional, occupationally oriented training program, sponsored
by the federal government under the Manpower Develovment and Treining Act
(MDTA) and the earlier Area Redevelopment Act (ARA) or by state govern-
ments under state legislation, has been evaluated in West Virginisa,
Tennessee, Massachusetts, Connecticut, and Michigan.2

The West Virpinia study by the Somers aroup (1968) covered ARA
and state swonsofed courses larpely desipned to prepr = workers for semi-
skilled manufacturing and service occupatiohs: riveters, wélders, machine
tool operators, auto renair men, construction workers, nurse's aides,
clerical workers, etc. The courses took place ih an economically depressed
area with en economic base of manufacturing, mining, and some agriculture
and with an unemployment rate ranging from 6.0 to 23.5 per cent depending
on year and locality. Average class length was 3.2 months for men and 2.2
months for women covered in the study but with only a small number of
classroom hours per veek.

Data were obtained mainly in personal interviews with persons who
entered, or sought to enter, a selected set of training courses and with
a sarmple of versons who had filed o£ renewed Jjob applications with the
state employment service in the area during the year before a course was

started. Instructional cost data were obtained from the state government.

s}
“For a detailed comparison of these studies see Hardin (1969).
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Several reports differing in criteriq of evaluation and in deteils
of coverare and statistical method were prepared, and results differing
somevhet across reports were accordingly obtained. Three revorts
contained estimates of the social economic benefits from training,
measured as the increase in annual earninegs attfibutable to training.
Cain & Stromsdorfer (1968) found first-year annual economic benefits of
training of $1,008 per man and $192 ver women, with an average of $736
per graduate. Stromsdorfer (1968) found annual benefits of $828 per male
and $336 ner female greduate. Gibbard & Somers (1968) classified the
sample not only by sex but also by age and years of formal schooling and
estimated training gains in annual before-tax earnings ranging from a
high of about $1,200 to a low of approximately zero devending on subgroup,
but the subgroups were often too smell for‘reliable analyqis.

While Gibbard & Somers had few results on social econoric costs of
training, Cain & Stromsdorfer calcuizted the to£a1 social economic costs
as $918 ver male and $527 ver female g-aduate. However, these cost
elements included two types of transfer vayments: welfare payments and
training and subsistence allowances. When these are disregarded, as
should be done in a social economic analysis fundamentally concerned with
impact on national nroduct, the costs of training consistinr of pre-tax
earnings lost while in training and of the direct instructional and
administrative costs are substantially lower: $789 per male trainee and
$401 per female trainee.

Thus, the annual economic benefits from training as calculated
by Cain & Ctromsdorfer were 128 per cent of total social economic costs

(as revised by me) in training of men and 48 per cent in training of
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wvomelt. Based on the Strcmsdorfer results they were 105 per cent for men
and 84 per cent for women. For each sex and according to each study the
initial investment of society was recovered in two years or less., If
benefits lasted for ten years but were discounted at ten per cent per
year, the benefit cost ratio was between 6.5:1 and 7.9:1 in training of
men and between 3.0:1 and 5.2:1 in training of women. The benefit-cost
retios were naturally higher, by 50 to 60 per cent, if one accepts the
Cain & Stromsdorfer assurption that the annual benefits continued until
retirement, 36 years later for men and 2G yeers later for women, and even
higher if one uses lower discount rates. These results reoresent very
handsome economic retes of return on society's investment in training.
The Gibbafd % Somers study and the Stromsdorfer study show that a
very favorable emnloyment impact is a malor exnlanation of the training-
related gain in annusl earnines. Accordine to the former study there was
an employment increase of abouyt 15 weeks per graduate as a result of the
course, while the latter study estimated the training-related emmloyment
gains as 10-11 weeks. The study of Tennessee refraining which was con-
ducted by Solie (1968) on four 16-week training courses and by methods

similaer to those of the West Virginia studies showed an average employment

3Cain & Stromsdorfer also calculated nrivate econcmic benefits and
costs of treaining. Among the benefits they included not only the training
effects on after-tax earnings and trer sfer payments but also the immact
on voluntary leisure, valued at the veekly earnings on the last job before
the verson left the labor force voluntarily. This veluation procedure
implies that initially involuntery leisure has zero value and that a given
stretch of nonvork time never chanpges between beineg voluntary and involun-
tary. However, it is very likely that hirhly favorable nrivate economic
returns on the training of men would also emerge, even if Cain & Stroms-
dorfer were to remove the value of leisure time from their calculations.
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gaein of 6.5 weeks, an average unemployment reduction of 4.1 weeks, and
consequently e 2.4 weeks average increase in lasbor force participation.
The implication that the fains in earninss resulted more from increased
employment than from increased earnings while employed is also supported
by the Borus (196L4) study of retraining in Connecticutf

The Michigan study by Hardin & Borus (1971) covered MDTA and ARA
sr.onsored institutional training courses for a broad range of occupations,
including those studied in the Vest Virginia project. Each designed for
a single occupation the courses in the study took place in the early 1960's
in Detroit, other large urban areas, and small towns in Michigan. The
economic base of the local economy included auto production and other
durable end nondurable manufecturing, government and vnrivate services,
trade, agriculture, and mining. Some labor markets (the Upper Peninsula
of Michigan) vere chronicelly depressed, some suffered from & recession
vhich heavily affected dureble goods production, ané sorme had a relatively
high level of economic activity. The unemployment rate in the year before
each training class in the study ranered from 2.9'to 1¢.1 ner cent

depending on locality and year.

hThe Borus study of Connecticut retraining has attracted wide-
spread attention by revorting social-economic benefit-cost ratios which
range fron 73.3:1 to 137.3:1 dependin~ on circumstences. Tt erbodies a
set of assumdptions which differ from those of many other studies and
entail unresolved methodological issues. Ribich (1958) end Hardin (1969)
have attempted to reconcile his results with other evaluations. Their
reconciliations shov highly favorable, albeit not svectacular, benefit-
cost ratios in the order of 6:1 to 15:1.

Retraining in Massechusetts was anelyzed by Page (1964) who re-
ported a social-economic benefit-cost ratio of about $.2:1, which Ribich
and Hardin independenily adjusted to the neirhborhood of U4:l. Given its
very narro” data bese the Pave studr can only he seld to be consistent
with other "indin~s of hirh sceierl-z2conomic benefit-cost ratios from
veecupational training.
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The Hardin & Borus study differed from the West Virginia studies
in several ways. First, it evaluated retraining on three basic criteria:
social economic (nationel product), privaete economic (disposeble income),
and povernment budget (government cash outlays and receipts). Second,
it out heavy stress on ascertaining the relationshiv of economic benefits
and costs to the characteristics of courses, trainees, and local labor
markets. Third, as oart of its concern with the differential impact of
training, it analyzed the role of the length and quality of training to
the magnitude of economic effects.

The Michigan study resembled the West Virginia, Tennessee, and
Massachusetts studies in being hipghly dependent on the use of personal
interviews for collection of data on earnings, employment, and other
matters relevant to economic benefits and costs. However, a substantial
amount of information was also obtained from government records. The
tax effects of training, important for calculation of the impact of
treining upon disvosable income :ad upon government net cash receints,
vere estimated from tax-rate schedules.

Unlike the "est Vireinia project it calculated training effects
from the difference between entrants into training (dropouts and praduates
combined) in a set of courses and versons who had the qualifications
end desire to enter the same courses but did not enroll. The choice
of entrants as treatment groups was based on the realization that both
dropouts and graduates are piven at least some training and auxiliary
services, wvhich enter the cost of training, and that dropouts may be

P

affected positively or negatively by their incomplete particivation.

5In particular, some entrents learn the critical skills at an
early stage and see no merit in continuing the course after that time.
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The choice of qualified, interested nontraiqees instead of a sample of
the general population which training courses are meant to serve rested
on two main considerations. First, occunmations differ in demogrephic
composition (sex, education, age, race, etc.), and the MDTA and ARA
courses were each designed for single occupatiohs. Second, enrollees
for training in specific courses must be supnosed to want emmloyment in:
the corresnonding occuvation, to have most of the characteristics of its
incurbents, 2nd to be a differentiated selection from the general target
population.6

The nost striking finding of the Hardin & Borus study was that
short treining qourses, ranging from 60 to 200 hours per enrollee, had
very favorable economic effects. Before~tax annual earnings rose by an
average of $976 per entrant into short training. The soci;l economic
cost of training, comvosed of instructional and administrative costs,
reduced before-tax earnings auring training, ana trainee exvenses, in
short courses emounted to only %346 ver entrant. Since annual economic
benefits to society were about 2.8 times larger than total social
economic cost, the economic returns from short treinins were magnificent.
This is also indicated by the benefit-cost ratio, which with a ten-year
service life and a ten ver cent discount rate amounted to 17.3:1 for
short training.

Further analysis showed thap the economic returns from short
training varied with the demographic characteristics of trainees. 1In

particular, when adjusted for exact course length, training of persons

The conclusion that qualified interested nontrainees have
different demogranhic characteristics devending on the training course
which they do not enter was actuallv sunported by prolect data.
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with more years of formal education meant lover social-economic returns

T

than training of vpersons with less education. However, the benefit-
cost ratios for short training were all far above unity, renpging from
9:1 to 30:1 devending on sex, race, educetion, prior earhings, welfare
recipient status, and trainine occupation. Thus, it was very profitable
for society to retrain disadvantaged as well as adventaged arouvs in
short courses.

The economic benefits from short courses were also very substan-
tiel for the individual trainees. Largely because of training allowances,
the trainees did not lose any disposable income during the course, and
on the averese they gained $743 of annual disposable income after the
course. The nresence of an attractive economic reward and the absence
of investment barriers to training vas a feature of all subgroups of
short training, although the benefits and costs naturally varied some-
vhat from one subpgroun to another.

Short courses were not.only very beneficial to national product
and to the‘disposable income of trainees but also to the cash vosition
of the government. Government outleys of cash, covering increased
transfer payments and reduced tax collections during class and the
costs of instruction and administration, eamounted to 3404 per trainee.
Annual gains of cash after training, composed of reduced unemployment
benefits snd velfare payments and increased tax receipts, were $275 per

trainee, or sbout 68 per cent of total government cash expended per

7Very few trainees had fewer than eight years of formel education,
and mean schooling was 11 years at class start. Extrapolation of the
relationship to education ending far below the eighth-grade level would
be hazardous.
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trainee., Thus, short training had the additional desirable feature of
being self-liquidating and, indeed, aeenerating a sﬁbstantial cash surplus
starting not more than tvo years after the end of training.

In contrast, medium and lons training, represented by classes
‘designed for 201 - 1,920 hours per enrollee, gave dismal economic results.
The social economic benefits were numerically negative but should perhaps
be regarded as approximately zero. The social economic cost of training
vas substanticl, ranging from $885 per trainee in 201 ~ 600 hour classes
to $3,293 in 1,200 - 1,920 hour classes. Mo demographic subgroup was
found in which society obtained positive annual benefits exceeding 15
per cent of total cost from medium and long training.

Since the social economic benefits are dominated by the before-
tax earnings gain, the vrivate economic benefits from medium and long
training vere also mostly disna. Only vhites with less than 12 years of
formael education, renresenting one-fourth of the sample, obtained
significant rewards for enrolling. Blacks‘lost disposable income during
training and also lost substantial amounts of diéposable income after
training, attributable in part to a sharp reduction in welfare payments
after the class.

Medium and long training generally worsened the cash vosition of
the government, the annual gains'being less than one per cent of the
total outlays. However, the losses of disposable income anong blacks
were also reflected in positive annuel gains of cash from hlacks after
the class.

These evaluations from the Michipan study carry important policy

implications. If the economic foal of retraining is to raise national
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product as well as the disposable income of trainees without burdens on
. the cash position of the government the United States should not only
continue but also expand its short treining program. Although some
resources mey be obtzined from outside the traininpg aree, the most
obvious source is the medium and long training §rogram. A transfer of
resources from the redium and long to the short courses would add greatly
to national product, turn private losses into private gains, make the
proaram self-liquidating and cash-generating, and enable the government
to aid a significantly larger nrovortion of the tarmet ponulation with
a given total effort.

It would be unwvarranted to recommend a complete transfer of
resources from medium and long treining into short classes, even if one
has no reservetions about the validity of the comouted benefit-cost
ratios. Since the social cost of training was about 3.7 times as high
as medium end long as in short classes and sincé the majority of MDTA-
A2l trainees in Michigan and in the nation were in medium and long train-
ing, there would be a manyfold increase in short-training enrollment.
The training facilities could no doubt adapt to this redistribution of
effort after aporonriate notice. It is less certain that the labor
markets for which short courses were designed, or could be designed,
would be able to absorh the great incresce in trainees. The benefit-
cost ratio for short trainine mirht decline significantly, and it is
also possible that benefit-cost ratios for medium and lone training
vould rise in resnonse to the reduction in that program. Compulsive
caution in makins volicy recommendations, not a fear that the government

will move with excessive sneed, promnts me to add that the transfer of
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efforts from medium and long training into short training should be
accompanied by a close monitoriné of the labor morket success of persons

trained in short classes.

On-the-job training. Private end public employers have long

trained their employees in job skills, end most of this training has been
done at the work plece or at least on estesblishment premises. Looking
for an alternative to institutional occupational training such as studied
in West Virginia and Michigan, the federal government has attemoted in
recent years to encourage vrivate emmloyers to arrange training progreams
for their low-skill employees and also to train newly hired employees
without any definite commitment or promise of long~term emnloyment. In

a sense the federal government is attempting to purchase training for
low-skilled groups from vrivate emmloyers.

Few economic evaluations of these forms of on-the-job (0JT)
training eppear to have been published. The study by Scott (1970) of the
Buresu of Indian Affairs (BIA) fraining program in Oklahoma is an
exception.

Nine employers who in the veriod 1960-1966 signed contracts with the
Oklahoma BIA for on~the-job training of Indians were covered in the study.
Fearing that there exists an important systematic difference in motivation
between trainees and control grouvs of the kinds used in the YWest Virginia
and Michiran studies, Scott rejected the coﬁtrol group evproach and
based hisg benefit calculations on before-after differences in earnings
and other relevant variables for a sammle of Indians who did enter OJT
programs. Specifically he compared (a) the monthly earnings in the job

held tvo years after training with the monthly earnings in the last job
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before entering training and (b) after-trainine employment with before-
training employment. In both comparisons he attempted, rether unsuccessfully,
to adjust the after-training variables for‘demographic and labor market
variables which, changing over the course of time, can be expected to in-
fluence the magnitude of the before-after difference. The average adjusted
before-after change in annual earnings was found to be $1,970 after taxes.
Since Scott assumed that no earnings were lost during training and since

the Indians were apparently not eligiBle for any transfer payments, no
private benefit cost ratio could be calculated, and the net nresent value
accruing to trainees, given a ten per cent discount rate, ranged from $7,500
to $19,000 depending on assumed service life.

The impact on before-tax earnines was used as a measure of annual
social econonic benefits. The BIA administrative costs were one of two
camponents of socianl economic costs. On the explicii assumption that there
vere no earnings lost during training but possibly some gains and on the
implicit assumption that the eﬁployers used the entire BIA subsidy payment
to supply training, the BIA subsidies to contracting employers were included
as the other component‘of social economic cost. The net results were an
annual benefit of $2,034 per trainee, and a total social economic cost of
only $1,010 per trainee, and a benefit cost ratio ranring from T.6:1 to
19.5:1 given a ten per cent discount rate and five or thirty-five vears of
service life.

Unfortunately, there may be less content in these findings than
neets the eye. Changes in economic activity and general ware levels,
spontaneous decisions to enter or leave the labor force, and rerression
toward the mean all affect the behavior of annual earnings over the
course of time. Unless there is a sharp reduction in economic activity,

certainly not a feature of the 19€0-1966 period, the effect of these
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forces is likely to be an increase in annuasl earnings and, hence, an
overstatement of the economic gains from the BIA program. Furthermore,
it 1s not obvious whether coverare by the BIA progrem was a cause or an
effect of belng hired: there are indications that some employers first
hired Indians and then ascertained whether subsidies would be vaid, and
it might be supposed that some members of the sample wéuld ﬁave been
hired and retrained even without the BIA program. lMoreover, the Scott
report makes it clear that the contractual training period for which
subsidies were paid greatly exceeded, according to trainee opinions, the
actual learnins time and that skills vere acquired more by learning from
doing than by exposure to systematic training. One may wonder howv much
of the subsidies.represented comnensation to employers for increased
scrap, machine breakdowns, and other interferences with production,
vhich was a proper component of the social economic cost of the program,
and hov muchvas a simple windfall gein. TFinally, the federal law under
which the BIA program operated officially tied the wage subsidy feature to
the existence of a training program. This linkage probebly made it
impossible for Scott to compare the before-after change in earnings under
the combined program of OJT and wage subsidies with the befcre-after
change under a pure vage subsidy program, 2nd no conclusions can be drawn
about the impact of the OJT component by itself or as an addition to the
subsidy propgram.

The Nelgehborhood Youth Corps vrorram. The Economic Opportunity

Act of 196k, with the task of mobilizing humen and financiael resources to
corbat noverty, established the Neighborhood Youth Corps (NYC) which has

nov grown to be the largest federal manpower training program in the
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United States. By creating useful work experience opportunities for
unemployed youth it seeks to make enrollees more employable or to enable
them to resume or continue their formal education. The out-of-school
program of the NYC serves primarily the school dropouts. An economic
evaluation of this part of the NYC program was made by Borus, Brennan,
and Rosen (1970).

The study covered NYC programs in five cities in Indiana, two of
which added remedial education to work experience projects. Most of the
Jobs were with government agencies, but some were with nonprofit private
organizations or community organizations. The enrollees worked as aides,
assistants, or helvers to reguler full-time employees, and they normally
had a range of work stations among which to choose. There was apparently
no scheduled length of particivation: entrénts could remain in the
prezram for short or long veriods of time.

The annual benefits from the NYC out-of-school program were defined
in terms of impact on earnings after end of participa,tion.8 Data on
earnings in celendar year 1967 were obtained from the Indiana Employment
Security Division and showed total earnings from all Indiana employers
who were covered by the state unemployment insurance system, about two-
thirds of the entire work force of the state . but a higher vproportion

in urban areas. Excluded were employers of three or fewer persons,

8This choice was consistent with one goal of the NYC program:
increased employability. The degree to which the other goal, resuming
or continuing formal education, was attained by the program was not
analyzed, and those members of the initial sample who were known to
have obtained additional education or training were eliminated from
both experimental and control rroups.
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agricultural employers, nonprofit organizations, and governments.
Domestic work, family employment, and self-employment were also excluded.9

Farnings date and demogravhic information were obtained for
treinees vho enrolled in the NYC out-of-school program, reported for
vork at least one day, and left the program before calendar year 1967.
The same kind of information was obtained on a control group composed
of persons who apolied for the WYC program before 1967 end were found
quaelified but did not enroll because they were not called, could not be
reached, or did not report. The initial trainee and control groups
vere reduced because of subsequent training or experience, entry into
military service, move out of the state, presence of serious handicaps,
or death.

HMultiple regression analysis showed'that, when a number of
demographic vaeriables were held constant, the person's total earnings
in 1967 varied linearly and positively with hours of particivation in
the orogram. The effect of en additional hour of varticivation varied
vith sex and formal education, being higher among men than women and
also higher among those with 9-10 years of education than either more
or less schooling. While men gained a great deal from varticination,
women gained very little.

The social economic benefit cost ratios for men, based on & ten-
year service life and a ten per cent discount rate, ranged from 1.8:1

to T.U4:1 depending on years of formal education and on assunmptions

9Conducting the NYC projects in urban areas vprobably helned
improve the coverage of earnings reports, but provision of work experi-
ence with governments and nonprofit organizeotions may at the same time
have steered many enrollees into these non-covered employment areas
after the end of NYC parcicipation.
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concerning forgone earnings during participation, about which no data
were availeble for enrollees or definable for control group members.

For treining of women the ratios ranged from zero to 2.1:1. These
findings suggest that there wvere substantial economic net benefits, at
Jeast in terms of current earnings, from arranging NYC out-of-school
programs fo: men, esnecially those who dropped. out in the early years
of high school, but that 1ittle was pained from suchi programs for women.

Implications of U;§J“Evaluatiggmggfgxpgwfggggggg_Hgtions

Whet do these evaluation efforts in the United Sta.tes10 mean for
economic evaluation of nonformal education . in the less develoued countries?
First,.nonformal education does sappear to yeild a significant

economic return on investment of productive resources, improves the

economic uell—beinq of recipients of such education, and'possibly generetes

enough cash for the government to avoid heavy borrowing or taxation to

finance the educaticnel activities. However,.the American experience

is simply an illustration that conditions did exist which permitted a

favoraeble economic impact of nonformal education5 Only further analysis,

including on-site exploration end exverimentation, can tell us whether

and where such conditions do exist in other nations, rich and poor.
Second, substantiel profress has been made in devising methods,

but there remain many issues and viroblems to resolve before economie

eveluation of human resource programs in the United States becomes a fully

volid and well established routine activity.ll Certainly there does not

10For practical reasons my survey of evaluation efforts was confined
to the United States, and only a limited number of these eveluations were
actually discussed. However, evaluation work is also done in Canada,
Europeen countries, and other nations. There is & need to take stock of
all results obtained and methods employed.

11See Cain & Hollister (1969), Hardin (1969), and Somers & Wood (1969).
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exist 2 box of tested and true tools ready to be shipped abroad with
instructions for assembly and usé.

Some lessons may be learned and some suggestions may be offered
in spite of the tentative and primitive state of our method and findings.
Readers and listenérs will no doubt have knowledge and experience to
guide them in sorting out that which might “ave promise in other countries
and discard that vhich probably does not.

Economic evaluations may be undertaken both as an important phase
of basic economic research and as an aid in policy analysis and nolicy-
meking. The choice of aim will influence somewhat the nature of both
topic and procedgre of evaluation. LIy supgestions are selected from a
volicy orientation.

Relating evaluation to policy. The economic evaluation canabilities

of any nation, rich or poor, are too limited to deserve being engaged

on problems the resolution of which will not be influenced by evaluation
findings. Consultation with planners and decisionmakers before evalu-
ations commence may help evaluators avoid programs vhich will be retained
or abandoned as a result of ourely indevwendent considerations. It may
help them choose economic criteria of evaluation vhich are likely to

have volicy significance instead of nmerely reflecting their personal
preferences. Such criteria include the choice both among indicators
(gross national prodﬁct, disposable income, emnloyment, unemoloyment,
etc.) and among, alternative discount rates and service lives. Consulta-
tion mey heln evaluators ask cquestions about differential ororram efforts
which bear on an opportunity for choice instead of assessing the merits

and demerits of a practical necessity.
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The nature of orzanizational arrangements vhich are most conducive
to appronriate interrelations between economic evaluation and policy~
making wvill differ from nation to nation. Evaluaiion‘work may be sub-
contracted to independent groups or institutes, perhaps located in
universities; it may be carried out in a central policy vplanning egency;
or it may be conducted in staff units of individual opergting ministries
or agencies. The general structure of povernment organization, the
availability of svecialized talent, the need for access to data vhich
cennot be released to mongovernmental users, and the general feesibility
of research in government agencies may influence the choice of organiza-
tional arrangements for economic evaluation. It may be very useful to
make evaluation reports available to all interested versons and to
solicit or at least facilitate comments and appraisals from scientific
and other groups.

Some questions to be answered in evaluations. It is unlikely

that a nonformal education proerem, excevt a very limited one, has the
same economic effects in all its comvonents, on all its target groups,
and in all its environmental settings. When the effects devend on
circumstances, there is an oprortunity for reallocation of resources
tovard areas of more favorable effects. One of the tasks of an evalu=~
ator is to look for variations in effects, to estimate their magnitudes,
and generally to provide information for assessing the economic
desirability of & within-program transfer of resources. The value of
information on differential effects is generally high, and its extra cost

is relatively modest.
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The relationship between size of treatment effect and length or
intensity of treatment has great significance for policy in a nation
where availsble resources do not suffice to give everyone a thorough
education. A broad distribution of the benefits of nonformal education
is possible without significent loss of aégregate output, if the benefit-
cost ratio is indenendent of the length or intensity of education. 1If
the ratio rises with increased lenrth of education, a given amgregate of
educational resources will tend to be concentrated for the use of fewer
persons, vhile the reverse tends to occur if, as in the Michisan study,
the benefit-cost ratio declines vith increased lenpgth of education.

A second relationship of importance is the immact of formal
schooling on the benefits fror nonformal education. The Michiren
finding that the eérnings gain from occupational retraining declined
with increased formal education might secem to suggest that nonformel
and formal education are good substitutes for each other and that the
choice between the two is merely one of relative cost effectiveness.
Hovever, the Indiana study indicéted that the benefits from nonformal
education of the NYC type actually rose with formal education, until
the enrollee reached the early years of high school. Finally, the
eligibility tests for Michipen retraining courses frequently included
attainment of at least eight, at times twelve, years of formal schooling.
Thus, the empirical evidence as to substitutability between formal and
nonformal education is quite mixed, even afte¥ one disrermards the fact
that instructors and administrators in many nonformel education
programs may require much formal education in order to do their jobs
wvell. Assigning relative vriorities to formel and nonformal education

remains g difficult task.
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A third matter of some importance is the impact of the economic
environment upon the economic effects of nonformal education. Although
earnings of semi-skilled and unskiiled workers, the main targets of
manpover training programs, are naturally high in periods of general
economic prosperity, it does not follow automatically that fraining
raises earnings by a.greater amount in prosperity then recession.
Similarly, it is not obvious that treining reaises earnings more in
economic expansion than in economic contraction. In their Michigen
study Hardin & Borus were unable to detect any impact of unemployment
levels, unemployment rate changes, or the rate of nonfarm employment
growth uoon the earnings gains from training, which leaves an implica-
tion that the cyclical timing of manpowver retraining has no impact on
the gains from training, although it may affect the opportunity costs.
of training. However, until more findings are available on this matter,
it remains difficult to snecify the general economic conditions and the
general economic policy under which nonformal education has its most
favorable economic effects.

Some field curvey requirements. Detailed data on employment and eandrgs

ere usually crucial raw materials for economic evaluations. Such data
are often difficult to obtain from government sources: wage-reporting
data at the state level in the United States (Borus, Brennan & Rosen,
1970) do not exist in all states of the U.S. and do not include all
employers in covered states; social security data have a ceiling on
reported amounts; and income tax returns filed jointly do not necessarily
show earnings separately for each snouse. In addition, these data files

may be closed to evaluators, end they contain no real employment



2l.

information. Elahorate field surveys, wit% personal interviews or
nailing of questionnaires, usually become necessary.

The skills required for effective field surveys differ from those
needed in statistical analysis anc economic intervretation. In the
United States meny economic evaluators have learned(sampling methods;
construction of interview schedules and mail questionnaires: selection,
training, and supervision of interviewers and other field rerresentatives;
and data editing and codins. Since skills of this kind are required in
field surveys regerdless of evaluation ard research topie, it seems thet
develoning nations should try to develop national field survey institutes,
possibly within census bureaus and central statisticel offices, 2nd relieve
the economic evaluators of the direct burden of field operations. BRetter
data, lover ccst of data collection, and nuicler reporting of results ere
anong the potentizl benefits of such a rearrangement.

Observation units. The predominant approach in economic evaluations

of human resource prorrams to date is to use the individual nerson (trainees
end nontrainces) z2c the unit of observation: the analysis has essentially
been designed to answer the question, "What happened to the earnings,
enployment, etc., of the trainee and what would have happened, if he hsd
not enrolled for training?" Although quite correct when the concern of
the evaluator is with the grouv of versons trained, this aprroach may
become misleading, when the evaluator is also concerned with thie imnact
on other perties.

The effect of a trainin; program upon asrrepgate earnings of the
community is not necessarily identical with the effect on the aggrepgate
earnings of the trainees: trainees may displace other persons into

unemployment, or they may fill shorteges that would otherwise have persisted.
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and may vacate jobs subsequently filled readily by the unemployed. The
treinee earnings galns exceed the corrunity pains in the first case and
fall short of it in the second case.

Some authors have attempted to allow for such 'displacement" and
"vacuum" effects by adjustments based on certain assumptions, but lack
of corroboration of assumptions make these well-meeaning efforts uncon-
vincinn., Ve may learn in due time that nothing less then broadening the
unit of observation to encompess the lccel labor market vhere the
educational activity takes place will effectively allow for displacement
and vacuum effects. The vnerson whom the trainee disvlaces is likely to
be located in the same lgbor market, end the Job he vacates is also
likely to exist in thaet market. Thus, the changes in labor market
employment and earnings attributeble to training may be a nmore adequate
renresentation of the net epgrerate irmact of training than is the
imnact unon the trainees.

However, use of the locel labor market as the unit of observation
elso entails oroblems. First, treinins program enrollment in a local
market is normally very small compared with market size, and extraneous
veriations in employrent end earniners are likely to overshadow vrogram
effects. Second, assessment of marlet changes require use of expensive
sample surveys, wthen routine revorts to government agencies are not
availeble. Taird, since a orosram with voluntary participation normally
cannot survive, if the participants fail to obtain personal rewards, an
evaluation of the private economic benefits and costs remains a desirsble
part of an economic evaluetion which assipns highest priority to

national oroduct effects. The labor market epnroach may have to be
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augmented with a study based on the current treatment-groun approach,
unless the treatment program is very larre.

Control proun design. The measurement of training nrogram

effects requires knowledge both about the treatment group and a group
fully comparable except for not being treated. Findig} such a fully
comparable control prouv is a major nroblem. !Yost evalustions of
training rely either on qualified, interested nersons or on mersons
representative of the target population. 1In eifher case there are
systematic between-groun differences vhich affect the variable of con-
cern to evaluation, and statistical methods are employed to remove the
effects of such differences, before the treatment effect is calculated.
However, the two grouns may differ in unknowm or unmeasured factors
affecting the evaluation variable, and the resulting biases cannot be
removed by statistical control.

As economic evaluztions and basic research add to our under-
stending of the forces which govern emnloyrent, earnings, and other
variasbles relevant to evaluation studies, we gain increased ebility to
choose apvropriate control grouvs, to idehtify and measure important
control variables, and to incormorate the control variables in an avnpro-
priate mathematical form. However, until a reesonably comovlete under-
standing is reached, control pgroup biases cannot be removed, unless
members of a common sample or nwooulation of potential recipvients of
treatment are assigned by random methods into an exnerimental (treatment)
group end a statistically equivalent control groun.

The principle of randomization has long heen recognized as
essential in agricultural research and field prials. While more diffi~-

cult to implement, it 1is equally essential in studies of human ponulations,
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including economic evaluations of nonformel education. Poor countries
vhich are still unencumbered by any'nonexperimental tradition in evalua-
tion reseerch are well advised to take the lead and sﬁov that the vrinciple
of randomization is not only the ideal of a scientific purist but has
fruitful application in an activity as practical as economic evaluation.

In the ebsence of strict exmerimental control one runs the risk of

rejecting, on erroneous claims of incomparability, those correct results
which are opposite to existing beliefs vhile accenting those results which
conform vith one's exnectations. Economic evaluation work then becomes
an expensive and useless exercise in defense of preconceived notions.

International coomeration. Economic eveluation work on nonformal

education end other human resource vrograms is currently dominated by the
rich nations. Their methods 2nd results mar not be annrovriate to moor
nations. A ravid exchenge of informstion across national boundaries may
help accelerate the testing of current methods end findings and, vhere
desirable, the develonment of methods and findings more valid for noor
countries.

The creation of one or more international ingtitutes for program
evaluation may heln promote such an exchange of information. These
institutes may be essigned additional functions. They may become date
processing centers with apwropriate comnuting equipment and stetistical
advisory staffs. They may arraenre seminars and create in-service training
opportunities for economic evaluation staffs. They may heln coordinate
cross-national experimental studies of nonformel education vrograms.

One nay hope that internaticnal cooveration in evaluation work will

cormence and expand, so that the noor nations will not feel compelled to
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go through a long nrocess of isolated trial and error but can sveedily
vut to productive use the intellectuel canitel existing and emerging.

The very fact of this conference is an indication that such a hone is

Justified.



26.
References

Borus, Michael E., Brennan, John P., and Rosen, Sidney. "A Benefit-Cost
Analysis of the "eighborhood Youth Corws: The Out-of-School Propram
in Indiana." Journal of Human Resources, Vol. 5, No. 2, Spring 1970,

pp. 139--159.

Cain, Glen G. and Hollister, Robinson, G. '"The Methodology of Evaluating
 Social Action Programs." in Veber, Arnold R., Cassell, Frank H., and
Ginsburg, Woodrow L. (eds.) Public-Private Manvover Policies. Madison
Industrial Relations Research Association, 1979, pp. 5-33.

Cain, Glen W. ard Stromsdorfer, Ernst V. "An Fconomic Evaluation of
Governrment Retraining Programs in West Virginia." in Somers (1968),
Ch. 9, pp. 299--335.

Gibbard, larold A. and Somers, Gereld CG. "Government Fetraining of the
Unemployed in 'est Virginia.” in Somers (1968), Ch. 2, vp. 17-12L.

Hardin, Einar. "Benefit-Cost Analys’s of Occupational Trainine Proarams:
A Comparison of Recent Studies.” in Somers & Yood (1969), ovp. 97-118.

Hardin, FTinar and Borus, Michael E. The Fconomic Benefits =2nd Costs of
Retrairnine. Lexinston, Mass.: D. C. Heath & Co.,1971.

Page, David A. '"Petrainincs under the Manpower Nevelomment Act: A Cost-
Benefit Analysis." ir lontromery, Johr D. and Smithies, Arthur.
Tublic Policy, Vol. 13. Cambridee, 'fass.: Graduate School of Public
Adninistration, Harvard University, 1954, »nn. 257-276.

Scott, Loren C. "The Economic Zffectiveness of On-th» Jo: Training: The
Exnerience of the Bureau of Indi:n Affairs in Oklahoma. "Industrial
and_Lator Relations Review, Vol. 23, Fo. 2, January 197C, mn. 220-23€.

Solie, Richard J. 'An Fvaluation of the Effects of Retraining in Teinessee.”
in Somers (1968), Ch. €, pp. 193-211.

Somers, Cereld G. (ed.) Retraining the Unemployed. ifadison: University
of Wisconsin Press, 10(8.

Somers, G. G. and Wood, “. D. (eds.)'CostJBenefit Analvsis of “annower
Policies. Kingston, Ont.: Industriel Relations Centre, Queen's
University, 1969.

Stromsdorfer, Ernst W. "Determinants of Economic Success in Retraining the
Unempleyed: The West Virginia Experience.’' Journal of Humen Resources,
Vol. 3, No. 2, Sprins 1968, pp. 139-158.

Wood, W. D. and Cemnbell, H. F. Cost-Benefit Analvsis and the Fconomics of
Investment in Human Pesources: An Annotated Nibliosranhv. Kingston,

Ont.: Industrial DRelations Centre, Queen's University, 197C.




