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Research Summaries

Improving the Life Chances of Disadvantaged Children

Jens Ludwig*

Improving the schooling outcomes
for disadvantaged children is central
to efforts to reduce overall inequal-
ity and for increasing economic
growth. Around 78 percent of white
high school students graduate within
four years, compared to 58 percent of
Hispanics and 55 percent of blacks.! In
the federal government’s 2007 National
Assessment of Educational Progress,
only 16 percent of fourth-grade stu-
dents who were eligible for free lunch
scored at proficient levels in reading,
compared with 44 percent of those with
higher family incomes.? These large dis-
parities understandably have intensified
concern about how to improve our sys-
tem of public schools.

The possibility that some of the
most effective ways to improve school
outcomes might not have anythingto do
with elementary or secondary schools
first was raised in a landmark 1966
study named after its lead investiga-
tor, the distinguished sociologist James
S. Coleman.? The “Coleman Report”
made several remarkable claims, includ-
ing: the black-white gap in school
“inputs” was much smaller than gener-
ally perceived; school inputs were only
weakly correlated with student test
scores; among the strongest correlates
of test scores were family background
and the socio-economic composition
of the child’s school; and, disparities in
test scores open up very early in life, so
that for example the black-white test
score gap was already 1.5 standard devi-
ations by first grade. Subsequent stud-
ies have shown that these disparities are
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evident in the pre-school years, in part
because of disparities in early learning
environments. By age three, children in
professional families have larger vocab-
ularies than the parents of children in
families on welfare.*

My researchand thatofother NBER
family members suggests that segre-
gation, poverty, and other aspects of
the out-of-school environment, partic-
ularly early in life, indeed seem to mat-
ter for children, but apparently more so
for behavioral outcomes like schooling
attainment and criminal behavior than
for achievement test scores.

Social Context

Since at least the 1920s, social sci-
entists have thought that child devel-
opment may be heavily influenced by
the child’s social context, including the
interactions with peers that shape the
returns to different behaviors, the infor-
mation that local adult role models
convey about the value of schooling
and formal labor market involvement,
and the quality of local institutions
such as schools and police. These
beliefs are consistent with the substan-
tial cross-sectional variation observed
in children’s learning and other out-
comes across schools and neighbor-
hoods of differing socio-economic and
racial compositions. Yet in practice, iso-
lating the causal effects of social con-
text on children’s life chances has been
quite difficult because of the endoge-
nous sorting of families across schools
and neighborhoods.

To identify and estimate the causal
effects of neighborhoods on children
and families, the US. Department of
Housing and Urban Development

(HUD) sponsored the Moving to
Opportunity (MTO) residential mobil-
ity experiment. Started in 1994 in five
cities (Baltimore, Boston, Chicago, Los
Angeles,and New York), MTO enrolled
a sample of 4600 public housing fami-
lies with children and via random lot-
tery offered some families the chance
to use a housing voucher to move into a
less distressed neighborhood. Random
assignment in MTO generated very
large changes in neighborhood con-
ditions among otherwise comparable
groups of families. For example, fami-
lies with MTO vouchers moved into
census tracts with average poverty rates
of just 12 percent in the year 2000,
much lower than the average baseline
tract’s poverty rate of 50 percent.

Data collected on MTO families
about five years after a baseline revealed
no detectable differences in average
achievement test scores across ran-
domly assigned MTO mobility groups.
However, my study with Jeffrey Kling
and Lawrence Katz shows that arrest
rates for violent crime among youth
who relocated through MTO were
around 40 percent lower than those
for youth in the control group.> MTO
also reduced arrest rates for other types
of crimes among young females, but
it seems to have increased property-
crime arrests for young males. Other
studies using data from randomized
public-school choice lotteries also have
found that moving to a higher-qual-
ity or less segregated school has more
pronounced effects on behavioral out-
comes, like crime, than on achievement
test scores. However, the school choice
studies do not find signs of adverse
effects on property offending or other
criminal behaviors of male youth.¢




These various studies of random-
ized housing-voucher or school-choice
lotteries identify partial-equilibrium
effects by focusing on those who move
to a new social context. To learn more
about the general-equilibrium effects
on crime from large-scale government
efforts to re-sort people across social
contexts, David Weiner, Byron Lutz,
and I study the largest and arguably
most important policy initiative in this
area: court-ordered school desegrega-
tion, which has been of increasing inter-
est to economists in recent years.” Most
of the nation’s largest urban districts
were forced to desegregate by local fed-
eral court order; differences across these
districts in the timing of the court
orders provide our source of identify-
ing variation. Our analysis suggests that
re-sorting children across social settings
is not just a zero-sum game. Court-
ordered school desegregation seems to
generate substantial declines in homi-
cide victimization and offendingamong
black youth and, interestingly, seems to
generate beneficial spillovers to other
groups as well (such as whites and black
adults), at least in the short term.

Early Childhood Education

Early disparities in children’s out-
comes and the possibility that certain
learning can take place only at specific
times in a child’s development have
generated considerable interest in early
childhood interventions. Because get-
ting parents to behave in more devel-
opmentally productive ways seems to
be quite difficult in practice, most of
the policy attention has been devoted
to center-based early childhood educa-
tion (ECE) programs. Intensive, small-
scale model programs from the 1960s
and 1970s —such as Perry Preschool
and Carolina Abecedarian — have been
shown to improve important adult eco-
nomic and other outcomes, despite
some “fade out” in test score gains.
While these programs seem to gener-
ate benefits far in excess of their costs,
there remains the important policy
question of whether these small-scale

model programs can be taken to scale
effectively.

Head Start is the main example
of such a scaled-up program, and has
consistently generated debate about
whether it produces lasting benefits
to program participants. Head Start
was launched in 1965 by the Office of
Economic Opportunity (OEO) and
provides low-income children aged 3-
5 years, and their parents, with school-
ing, health, nutrition, and social welfare
services. The first study arguing that
Head Start benefits to children fade
out rapidly was released in 1966, which
meant there was a very short honey-
moon period. The main concern with
that early study, and many subsequent
ones, is the possibility that relatively
more disadvantaged families may select
(or be selected) into program participa-
tion, so that naive regressions that sim-
ply compare participants and non-par-
ticipants may understate the benefits of
the program.

My work on Head Start with
Douglas Miller tries to identify its causal
effects on children’s life outcomes by
taking advantage of a discontinuity in
program funding across counties that
resulted from the way the OEO initially
implemented the program.? During the
spring of 1965, OEO provided techni-
cal assistance to the 300 poorest coun-
ties in the United States to develop
Head Start funding proposals. We show
that program funding and participa-
tion rates are 50—100 percent higher in
counties with poverty rates just above
OEQ’s cutoff (the “treatment” group)
than in those just below (the control
group). This funding difference, which
is the key to our regression discontinu-
ity (RD) rescarch design, appears to
have persisted through the late 1970s.
The estimated discontinuity in other
federal social spending is small and not
significant.

Our main finding is that this large
“jump” in Head Start funding at the
OEO threshold is mirrored in a large
“drop” in mortality rates to children 5
to 9 years of age over the period 1973-
83 from causes addressed as part of

Head Start’s health services. Our esti-
mates imply that a 50-100 percent
increase in Head Start funding reduces
mortality rates from relevant causes by
33-50 percent of the control mean,
enough to drive mortality rates from
these causes in the treatment counties
down to about the national average.
There do not appear to be drops for
other causes-of-death or birth cohorts
that should not be affected by Head
Start. We also find suggestive evidence
of a “jump” at the OEO threshold in
educational attainment, but no sta-
tistically significant discontinuities in
achievement test scores measured dur-

ing middle school.10

Implications for Policy

and Next Steps

The growing body of research about
the beneficial effects on disadvantaged
minority children from reducing seg-
regation of schools and neighborhoods
is relevant to ongoing policy and legal
debates about government efforts in
this area. While there would be great
value in learning more about the gen-
eral-equilibrium effects of large scale re-
sorting policies, the evidence we have
to date suggests that helping poor fami-
lies move out of high-poverty high-rise
public housing projects may help to
improve at least certain aspects of child
well-being.

What else policy might do to reduce
the segregation of low-income minority
children in schools or neighborhoods is
not clear. While many public housing
families appear eager to move to less-
distressed areas when given the chance,
some of my ongoing work with Brian
Jacob suggests that other low-income
families who are already in the private
housing market are reluctant to move
out of their old neighborhoods, even
when provided with large rental subsi-
dies. Re-sorting children across schools
without changing residential patterns is
difficult given how segregated our cities
are, and given past U.S. Supreme Court
decisions that make it extremely dif-
ficult to re-sort children across school

NBER Reporter 2010 Number 3 7



district boundaries. Consider, for exam-
ple, that in the Chicago Public School
system, just 9 percent of students are
white, and fully 86 percent of students
are eligible for free or reduced price
lunches.

Whether local, state, or federal gov-
ernments will increase investments in
early childhood education despite their
current budget difficulties remains to
be seen. At least as important for public
policy is the question of whether Head
Start is as beneficial for today’s poor
children as it was in the past. In prin-
ciple, the net effects of Head Start may
have changed over time, as the develop-
mental quality of the program and its
alternatives have changed substantially.

The federal government recently
sponsored a randomized experimental
study of Head Start that found impacts
on test scores measured at the end of the
program year on the order of 0.1 to 0.2
standard deviations. These results led
to considerable criticism of Head Start
for not doing more to eliminate the test
score gap between minority and white
children or between rich and poor. But
Deborah Phillips and I note that these
initial impacts are about the same as
what was found for previous cohorts of
children, for whom we observed last-
ing benefits into adulthood.!! More
puzzling are the latest results from
the experiment’s first-grade follow-up,
which showed almost complete “fade
out” of these initial gains—a more
rapid decline in Head Start effects than
what was observed for previous cohorts
of program participants.

The recent Head Start experiment
highlights the great value for social pol-
icy in learning more about the mapping
between short- and long-term ECE
impacts. Ideally, we would be able to
use short-term effects from ECE stud-
ies in a manner analogous to what med-
ical researchers call “surrogate clinical
endpoints” (for example, using changes
in blood cholesterol levels to under-
stand effects on long-term risk for car-
diovascular disease). It would certainly
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be less than ideal to have to wait 30
or 40 years to understand the long-
term effects of today’s early childhood

interventions.
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