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THE ECONOMY: Highly educated in the U.S. smaller part of world pie?
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In last month's column, I said I would address the housing price bubble in July; but I'm going to save that for next month.

If we do have a housing price bubble, the burst will have a relatively short-term impact on the economy.

On the other hand, we've got a slowly evolving problem that is potentially much more devastating to our economy over the longer run. It's our education system.

It's clear that investing in an education pays off for individuals. Census Bureau data show workers with less than a high school degree earned $16,053 in 1999 while those with more education received higher wages.

People with professional degrees (doctor and lawyers, for example) earned the highest average income at $95,488.

Annual income turns into significant differences over a lifetime. A recent study by the Federal Reserve Bank of Dallas indicates that the lifetime earnings of a worker with less than a ninth-grade education is $976,350 while a person with an associate's degree can earn $1,801,373, and a master's degree is associated with $2,963,076 in lifetime earnings.

People with more education have an easier time finding jobs. Unemployment rates in 2003 by educational attainment are associated with an 8.8 percent unemployment rate with people who have less than a high school degree. As education levels increase, the unemployment rate decreases. A 3.1 percent unemployment rate is associated with individuals holding a bachelor's degree or higher.

From an international perspective, the knowledge base of our human capital has been our competitive advantage. And our economy continues to shift toward jobs that require more skill. In 1950, 60 percent of all jobs were considered unskilled, 20 percent skilled, and 20 percent professional.

A 1997 report ranks only 15 percent of the jobs in the United States as unskilled, 65 percent skilled, and 20 percent as professional.

A few weeks ago, I had the opportunity to hear Susan Sclafani, assistant secretary, Office of Vocational and Adult Education, present "Preparing America's Future.'

She cited The American Diploma Project, Ready or Not, 2004: "Most employers say high school graduates lack basic skills. Over 60 percent of employers rate graduates' skills in grammar, spelling, writing and basic math as only "fair" or "poor." One study estimated the cost of remedial training in reading, writing, and mathematics to a single state's employers at nearly $40,000 a year."

Information from the International Association for the Evaluation of Education Attainment magnifies the concerns of Sclafani.

Eighth-grade math scores in 1999 showed that the United States, with a score of 502, is ahead of the 32 countries that participated and averaged a score of 487. However, China scored much better than the United States at 585.

At this point, some readers are saying, 'yes, but almost everyone in the United States goes through eighth grade and that is not true in China.'

Right, but even though only about 10 percent of the 18- to 23-year olds in China and India enroll in post-secondary education, these nations are so big that they now have the second- and third- largest post-secondary enrollments in the world.

China has set a goal of enrolling 15 percent of its young adults in post-secondary education by 2005. If they succeed, they will have the largest post-secondary enrollment in the world.

Going one step further, China, India, and Russia have about 3 billion people. If 10 percent are highly educated, we are left with 300 million highly educated.

There are about 300 million people in the United States. If 25 percent are highly educated, then we have 75 million highly educated.

The bottom line is that the highly educated in the United States are at risk of becoming a smaller segment of the worldwide supply. American workers are competing in a global labor market.

We are at a crisis point and we don't realize it -- the house is burning down and we are watching reality television that is detached from the reality of our nation's economic future.

Our worldwide competitive advantage is eroding and we seem to be more worried that the price of our housing stock could fall by a few percentage points in one year.

What will be our wake up call -- or did it come and we missed it? 
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