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D

espite decades of research, the issue of grade retention

remains controversial and has been hotly debated

among researchers, educators, and policymakers. Previous
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studies have mostly focused on the effects of grade retention
on students’ academic adjustment and socio-economic outcomes. This brief provides a possible economic framework to
quantitatively evaluate the costs and benefits to society of
retaining one student in a grade level for an additional year.
Using the standard criteria for looking at the costs and benefits
of social programs, costs and savings are identified in three
areas: education costs, costs associated with economic wellbeing, and costs associated with crime (see Appendix).

Education
Grade retention incurs education expenditures for school services during the
retention year. In theory, students who are retained will consume an extra year
of education because they are going through one grade twice. According to
National Center for Education Statistics, the average education expenditure per
pupil is estimated to be $7,524 for the school year of 2001-2002.1 So, for every
retained child, the cost of retention in grade for one year is $7,524.
Past research shows that prior retention experience is associated with higher
rates of retention in later grades.2 Costs associated with retention in later grades
can be estimated by: the increased probability of retention in later grades times
the average annual expenditure per pupil. A few studies have shown the
correlation between prior retention experience and special education placement.3 However, no causal links between the two has been identified. If causal
relationship can be identified in future research, costs of retention associated
with special education placement can be estimated by: the increased probability
of special education placement times the difference between the average annual
expenditure per pupil attending special education and average annual expenditure per pupil attending regular schools.
Research has consistently found that retained students are at a higher risk of
dropping out of school.4 It has been reported that retained students are two to
eleven times more likely to drop out.5 All things being equal, a student retained
for one year in the third grade and who drops out in the 10th grade will consume fewer educational resources than a non-retained student who completes
all twelve years of school. A student, who drops out of school, consumes fewer
educational resources, saving the amount of annual education expenditure
times the number of grades left until the graduation of high school. Education
savings associated with a higher rate of dropout among retained students can
be estimated by: the increased probability of dropout times the average savings
in education expenditures due to dropout.
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Economic Well-being
Some research has shown a negative relationship between grade retention and
later employment.6 Grade retention may lead to decreases in lifetime earnings
and compensation either directly, or through the higher probability of dropping out of school among retained students.7 The costs/benefits of retention
policy on economic well-being can be quantitatively evaluated from two perspectives: from the individual’s perspective and the taxpayer’s perspective.
First, from the retained student’s perspective, individual loss of a retained
student in lifetime earnings and compensation can be estimated by: the increased probability of dropout times the individual loss of a dropout student in
lifetime earnings and compensation for ages 18 to 65. Individual loss of a
dropout student in lifetime earnings can be measured by the average earning
difference between those with high school diplomas and those having less than
high school education by using Census data.
Second, from the taxpayer’s perspective, retention policy should be evaluated
in terms of its effects on tax revenues. Individual loss in lifetime earnings will
lead to a proportional decrease in tax revenues to the state and federal governments. Loss in government tax revenues can be calculated by: the loss of
individual lifetime earnings times the estimated tax rate.8

Crime
Many studies have shown the negative effects of retention on behavior problems,
substance use, and earlier age of sexual debut.9 However, little has been written
on the impact of grade retention on youth crime. Conventional wisdom predicts
that retention is associated with a higher rate of crime, because old-for-grade
students are more likely to engage in substance abuse and risky behaviors.
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The costs/benefits of retention policy on crime can be quantitatively evaluated from two perspectives. First, from the taxpayer’s perspective, retention
policy should be evaluated in terms of its effects on criminal justice costs,
including criminal justice costs for juveniles and adults. For youth crime,
criminal justice costs can be estimated by: the increased/decreased probability of having juvenile arrests times the average expenditures for juvenile
criminal justice.
Average criminal justice expenditures for juvenile delinquency include two
parts: administrative expenditures associated with arrest, and cost of juvenile delinquent treatment. In Aos et al.’s study, the administrative expenditures10 associated with arrest ranges from $1,100 for misdemeanor to
$109,585 for murder per arrest in Washington D.C. in 1995 dollars.11 Cost of
juvenile delinquent treatment can be measured by the weighted average of
costs for residential treatment, community treatment or probation services,
and release.
According to Reynolds et al., expenditures to the criminal justice system for
juveniles in Chicago are estimated to be $13,690 per person in 1998 dollars.12
Aos et al. estimated that, in Washington D.C., operating cost per unit of
crime ranges from $1,928 for juvenile local probation to $36,000 for residential treatment in juvenile rehabilitation facility in 1995/1996 dollars.13
Since juvenile delinquency is the strongest predictor of adult crime, projection of juvenile arrests can be used to estimate the probability of adult
crime. The criminal justice costs for adult crime can be calculated by: the
increased/decreased probability of adult crime times the average expenditures for adult criminal justice.
The method to estimate the criminal justice expenditures for adult crime is
similar to that of the juvenile costs. Reynolds et al. estimated expenditures
to the criminal justice system for adults in Chicago to be $32,973 per person
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in 1998 dollars, including the costs of arrest, judicial processing, and treatment.14 Aos et al. estimated that, in Washington D.C., the operating cost per
unit of crime is $17,047 for adult jail with local sentence, $2,688 for adult community supervision with local sentence and post-prison supervision by the
Department of Corrections, and $18,400 for residential treatment in the Department of Corrections in 1994/1995 dollars.15
The second perspective to evaluate the effects of retention on crime is from
crime victim’s point of view. The effects of retention on crime victim costs can
be estimated by: the increased/decreased probability of having juvenile and
adult arrests times the average victim costs per crime. Examples of victim costs
include loss of lives, direct personal or property losses, and psychological
consequences. Since some victim costs are intangible, it is very difficult, sometimes even impossible, to quantify the magnitude.
Recent studies divide crime victim costs into two types: direct, monetary costs
incurred as a result of delinquent or criminal behavior, including medical and
mental health care expenses, property damage and losses, and the reduction in
future earnings incurred by crime victims; and quality of life cost which quantifies the value of the pain and suffering incurred by crime victims.
Miller, Cohen and Wiersema estimated that, in 1993 dollars, tangible losses per
crime range from $370 to $1,180,000.16 Their estimates for quality of life cost, in
1993 dollars, range from $0 to $1,995,000 per crime.17 Aos et al. estimated that,
in 1995 dollars, monetary costs per crime range from $0 for misdemeanor to
$1,098,828 for murder and the quality of life cost ranges from $0 for misdemeanor to $2,038,965 for murder.18 However, the quality of life victim cost
calculations are controversial for use in the public policy analyses.

As a result, some researchers only include the tangible costs of crime in the
calculation of victim costs. Reynolds et al. excluded the victim costs associated
with pain and suffering, and estimated the direct expenditures per person to
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victims of juvenile and adult crimes to be $14,354 and $34,572 respectively in
1998 dollars.19

Future Research
Past research has documented the effects of grade retention on educational
outcomes including academic achievement, dropout, and retention in later
grades. However, it is unclear whether there’s a causal relationship between
grade retention and special education placement. Moreover, little is known
about the impact of retention on crime. Well-designed experiments are
essential in order to understand the links, and to estimate the costs and
benefits of grade retention associated with special education placement and
crime.
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Appendix
Costs and Benefits of Grade Retention
Costs

Education

Expenses in
the Retention
Year

Average annual expenditure
per pupil ($7,524)

Retention in
Later Grades

Increase in the probability of
retention in later grades x
average annual expenditure
per pupil

Special
Education

Increase in the probability of
special education placement x
(average annual expenditure per
pupil attending special education
– average annual expenditure per
pupil attending regular schools)

Early
Dropout

Economic
Well-Being

Crime

Life Time
Earnings

N/A

Increase in the probability of
dropout x individual loss of a
dropout student in lifetime
earnings and compensation for
ages 18 to 65 = Increase in the
probability of dropout x average
earning difference between those
with high school diplomas and
those having less than high school
education

Benefits

N/A

N/A

N/A

Increase in the probability of
dropout x (average annual
expenditure per pupil x average
number of grades left until the
graduation of high school among
dropout students)

N/A

Government
Tax Revenues

Lifetime earnings loss x
estimated tax rate

Juvenile
Delinquency

Increase/decrease in the probability of having juvenile arrests x
average expenditures for juvenile criminal justice

Adult Crime

Increase/decrease in the probability of adult crime x average
expenditures for adult criminal justice

Crime Victims’
Costs

Increase/decrease in the probability of having juvenile and adult
arrests x average victim costs per crime
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