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Holding back students deemed not ready for more challenging course content is a practice nearly
as old as formal education in the United States.! Yet this practice has evolved considerably over the
past three decades.

In the twentieth century, grade retention decisions were mainly discretionary, with teachers,
parents, and/or principals exercising their individual or collective judgment about whether a student
should be required to repeat a grade. In the 1990s, concerns about “social promotion” along with
the increasing popularity of educational accountability and standardized testing led to the
implementation of universal policies that link grade retention decisions to student performance on
standardized tests in many states and school districts.

For example, in 1997, President Bill Clinton cited a pioneering test-based retention program in
Chicago Public Schools and called on all school districts to “adopt high standards, to abolish social
promotion, [and] to move aggressively to help students make the grade through tutoring and
summer schools.”2 A decade later, six states and twelve large school districts had adopted test-based
promotion policies. In 2023, 26 states and the District of Columbia had policies that either allow or
require retention of third-grade students who lag on their third-grade reading scores.3

Test-based grade retention policies vary by grade, subject, criteria for retention, and the
instructional support provided to students flagged for retention before and after the ultimate
retention decision. For example, Florida’s third-grade retention policy, which was enacted in 2002
and provided a blueprint for many other states, uses student test scores on the spring reading test
to flag students for retention. These students are then eligible to participate in a summer reading
program to improve their reading skills. Not all students flagged for retention on the basis of their
test scores are ultimately retained because of good-cause exemptions.* Further, for students who
are ultimately retained, schools are required to develop academic improvement plans that
specifically address their needs, to assign these students to high-performing teachers (categorized
as such according to their student performance and performance appraisals), and to provide 90
minutes of daily reading instruction in the following school year. Grade retention policies in school
districts in other states (e.g., Ohio, New York City, Texas), on the other hand, use multiple tests (the
first to flag students for retention and instructional support and the final one to make the ultimate
retention decision) or do not include explicit requirements for the instructional support to be
provided for retained students (as in, e.g., Texas).
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Despite their increasing popularity, test-based grade retention policies remain controversial.®
Proponents argue that an additional year of instruction in the same grade provides struggling
students with a realistic chance to catch up academically. Opponents of these policies argue that
grade retention imposes significant emotional burdens on students (e.g., stigma associated with
being labeled as failing, challenges of adjusting to new peers), which might in turn lead to student
disengagement from schooling. Critics also point to the monetary expenses of grade retention
policies such as the cost of the additional year of instruction and the forgone wages for retained
students.

What does the research say? The overarching conclusion of early literature on discretionary
retention policies is that retained students perform significantly worse than their promoted peers
in the years that follow. However, more recent studies, which better address identification
challenges by leveraging natural experiments with retention policies (e.g., in regression
discontinuity designs), portray a more nuanced picture. In this chapter, | discuss some of the
overarching findings from this recent body of research and highlight the potential avenues for future
research.

Key findings

Key finding #1: Grade retention in elementary school (typically grades 3—5) usually improves student
outcomes in middle and high school when implemented as part of a broader remediation effort.

Several recent studies in Florida, Texas, Indiana, Mississippi, Chicago, and New York City suggest that
early grade retention increases test scores in elementary and middle school, reduces the need for
future remediation, and increases the likelihood that the students take advanced courses in middle
and high school. These benefits are more pronounced in settings where grade retention is coupled
with instructional support for both retained and other at-risk students who were eventually
promoted.

Key finding #2: Emerging evidence suggests that the short-term benefits of early grade retention
policies could extend beyond the students held back.

Spillover effects of early retention include positive effects on the students flagged for retention but
not ultimately retained, possibly because the higher expectations lead students and teachers to act
to improve learning and avoid retention. One study also suggests positive effects on the younger
siblings of retained students.

Key finding #3: Recent evidence suggests that the long-run cost of early grade retention to states
could be considerably lower than an additional year of schooling.

This is primarily driven by the reduced need for future remediation for students who were retained
in elementary school, while students who are at risk of retention but ultimately promoted often
take longer than four years to graduate high school.
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Key finding #4: Early evidence about the effects of grade retention in elementary school on
postsecondary and labor market outcomes suggests zero or negative effects, yet more research is
needed for these long-term effects to be better understood.

In contrast to the vast evidence on the short-term test score effects of early grade retention, only
two studies to date have looked at its associated postsecondary and labor market outcomes,
revealing precisely estimated zero effects on postsecondary enrollment in Florida and significant
negative effects on earnings in Texas.

Key finding #5: Grade retention in middle and high school typically leads to worse educational
outcomes, with little or no effect on academic achievement and higher levels of student
disengagement.

Even in settings where retained middle and high school students are provided with instructional
supports similar to those of their counterparts in elementary grades, evidence suggests that
retention reduces persistence in high school, the high school graduation rate, and the likelihood of
college enroliment and degree attainment and increases the likelihood of involvement in criminal
activity and arrest as an adult.

Evidence

Early evidence on the effects of test-based grade retention in elementary grades has come from
Chicago, New York City, and Florida, three of the earlier adopters of these policies that provided the
blueprints for many other school districts and states. These have been followed by studies set in
Indiana, Mississippi, and Texas. To identify the causal effects of grade retention on student
outcomes, most of these studies use regression discontinuity designs to compare students whose
test scores fell right below a retention cutoff to those with scores right above it, under the
assumption that these students are similar along all baseline attributes other than the policy-driven
retention decision.

An important challenge researchers face when evaluating the effects of grade retention is when to
measure student outcomes. Policy evaluations in other contexts typically compare the outcomes of
treatment and comparison groups at the same point in time after the treatment (e.g., 2 years after
the treatment). In the context of grade retention, this same-age comparison implies comparing the
outcomes of retained and promoted students in different grades, which could be problematic for
two reasons.

First, this approach would fail to capture one of the important mechanisms through which grade
retention could improve student outcomes: the additional year of schooling that might better
prepare students for more challenging course content. Second, student outcomes may not be
comparable across grade levels. For example, in many settings, students take grade-specific tests,
which makes it difficult for researchers to compare the test scores of retained and promoted
students. Similarly, comparing student misbehavior across grades could be problematic as
disciplinary enforcement could vary across grade levels (e.g., school administrators in middle school
could be less lenient toward student misbehavior than those in elementary school).

Thus, studies on grade retention have typically relied on same-grade comparisons, looking at the
outcomes of retained and promoted students when they reach the same grade (e.g., comparing the
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8th grade test scores of the promoted students with the scores of retained students when they reach
8th grade). While this approach also has its shortcomings, it captures the effect of the additional year
of instruction.®

Key finding #1: Grade retention in elementary school (typically grades 3—5) usually improves student
outcomes in middle and high school when implemented as part of a broader remediation effort.

Test scores: Grade retention in elementary grades, when coupled with instructional support for
students flagged for retention and those ultimately retained, significantly improves student test
scores in elementary grades. Retained students (and those flagged for retention) also outperform
their promoted peers when they reach the same grade levels in middle school.” For example, in
Florida, retained students right below the retention cutoff score nearly 20% of a standard deviation
higher on the 8t grade reading test than their promoted peers right above the cutoff.8 Recent
evidence also reveals that these benefits could be substantially larger for students with lower
baseline achievement (whose test scores fall below and away from the cutoff), suggesting that
regression discontinuity studies that focus on students with scores right below these cutoffs could
underestimate the overall effect of these policies on student test scores.?

In addition to grade-specific scale scores, Florida reports vertically aligned developmental scale
scores, which enable same-age comparisons between retained and promoted students. Similarly to
the same-grade analysis, this exercise reveals sizable positive effects of retention in the short term
(1-3 years), yet these effects fade entirely in middle and high school.1° This discrepancy between
the same-grade and same-age results is likely driven by the fact that the latter fail to account for the
effect of the additional year of instruction on test scores.

Nontest outcomes: Evidence from New York City, Florida, Indiana, and Mississippi also suggests that
grade retention in elementary school, when implemented as part of a broader remediation effort,
reduces the students' likelihood of being retained in later grades, reduces the likelihood that
students take remedial courses in middle and high school, and increases their likelihood of taking
advanced courses in middle and high school.1! These positive effects are likely driven by improved
test scores, which are typically important determinants of grade promotion and course-taking in
later grades.

What about measures of student disengagement from schooling such as disciplinary incidents and
attendance? Only a few studies to date have looked at the effects of early grade retention coupled
with instructional support on disciplinary outcomes, yielding mixed results. Evidence from Florida
suggests a short-term increase in student suspensions that vanishes in middle school, another study
from New York City reveals a similarly short-lived decline, and a recent study from Indiana finds no
significant effect.12 Findings also suggest no significant effect of these early grade retention policies
on future absences.13 Further, evidence from descriptive surveys indicates that students retained in
elementary school reported a greater sense of school connectedness, lasting several years beyond
retention, than comparable students who were promoted, providing evidence against the potential
adverse effects of early grade retention on student disengagement.14

Key finding #2: Emerging evidence suggests that the short-term benefits of early grade retention
policies could extend beyond the students held back.

There are several ways other than retention itself through which early grade retention policies could
improve student outcomes. For example, as mentioned earlier, many early grade retention policies
nationwide incorporate instructional support not only for the students ultimately retained but for
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all students who fail to score above the retention cutoff. Further, higher expectations for student
performance could lead to improved instructional quality and student effort. Thus, scoring below
the cutoff could affect student outcomes through channels beyond its effect on the likelihood of
retention.

Similarly, in many settings, states and school districts use multiple tests to identify which students
are to be retained, with the first one flagging students for retention and the last one used for the
retention decision. This “threat” of retention could affect student outcomes regardless of the
ultimate retention decision if, for example, it sends a high-stakes signal to parents, students, and
teachers about the students' educational needs.

In a new study, researchers examine these channels in Michigan schools and find that students who
scored just below the retention cutoff on the first test significantly outperformed their peers right
above the cutoff on standardized tests even though very few students in the state were eventually
retained.’> These findings suggest that the threat of retention coupled with instructional support
provided to students flagged for retention could be important mediators behind the observed
effects of retention policies, making it difficult to attribute these effects to retention alone. That
said, it is plausible to expect that this threat effect could be less relevant in the long run if very few
students end up being retained in practice.

Another recent study suggests that early grade retention policies could have positive spillover
effects on the younger siblings of retained students.® In particular, linking student records with birth
records in Florida (hence identifying siblings in administrative school records), the researchers find
that the younger siblings of students whose third-grade reading scores fell right below the retention
cutoff (and who were thus flagged for retention) scored significantly higher on standardized tests in
elementary school than the younger siblings of students with scores right above the retention cutoff.
These spillover effects are partly driven by improved educational resources for the younger siblings
in subsequent years, suggesting that the high-stakes retention signal for the older siblings might
inform parents and educators about the educational needs of the younger sibling and induce them
to act.

Key finding #3: Recent evidence suggests that the long-run cost of early grade retention to states
could be considerably lower than an additional year of schooling.

A potential criticism of grade retention policies is that they impose a substantial financial burden on
states, as schools must offer an additional year of schooling to retained students. However, a study
set in Florida illustrates how the long-run cost of early grade retention could be much smaller than
the cost of an additional year of schooling for several reasons.?

First, several studies suggest that early grade retention policies could significantly reduce the
likelihood of future remediation in middle and high school (e.g., grade retention or remedial course-
taking).1® In contrast, students flagged for retention but ultimately promoted often fail to graduate
from high school on time.1?

Aside from the costs and benefits for the retained students, another important factor to consider in
assessments of the cost-effectiveness of retention policies is their spillover effects. For example, as
noted above, the threat of retention could improve learning experiences for students in earlier
grades (or during the grade of retention), reducing the share of students scoring below the retention
cutoff in the grade of retention: In Florida, the share of first-time third graders scoring below the
retention threshold dropped from 21% to 14% in the first five years of implementation of its
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retention policy.2° From a public policy perspective, these spillover effects are “free” and, as such,
may have profound effects on the cost-effectiveness of early grade retention policies.

In short, the reduced cost of remediation across all affected students may substantially offset the
higher costs for the very small number of students actually retained in grade.

Key finding #4: Early evidence about the effects of grade retention in elementary school on
postsecondary and labor market outcomes suggests zero or negative effects, yet more research is
needed for these long-term effects to be better understood.

While many studies to date have looked at the effects of early grade retention policies on middle
and high school outcomes of students, we know relatively little about their effects on postsecondary
and labor market outcomes. One study set in Florida examines the effects of test-based retention in
third grade on postsecondary enroliment and finds precisely estimated zero effects (even though it
also reveals sizable positive same-grade test score effects of retention).2!

A more recent study examines the effects of Texas's third-grade retention policy using a regression
discontinuity design.22 The findings suggest that retention has no statistically significant effect on
postsecondary enrollment or degree attainment, yet it significantly reduces annual earnings by age
26. In Texas, in contrast to several other settings, retention also reduces the likelihood of high school
graduation and increases disciplinary incidents and juvenile crime in middle school, and while it
improves test scores in the short run, these benefits fade (in both the same-age and same-grade
comparisons).

These discrepancies could be driven by several features of Texas’s retention policy. In Texas, students
are given three chances to score above the retention threshold (instead of one in Florida and two in
several other settings such as New York City). Thus, very few students end up being retained: In the
2003-2004 school year, only 2% of third-grade students in Texas were retained (in Florida, this
number was nearly 12% in the same school year), which could lead to higher levels of stigma for
retained students.23 More importantly, Texas is one of the few states that does not require school
districts to provide instructional support for students after they are retained (although students are
provided support before the final test retake), which could explain some of the more negative
findings in this setting. (This is similar to Louisiana where research has revealed more negative
effects of grade retention 24).

Key finding #5: Grade retention in middle and high school typically leads to worse educational
outcomes, with little or no effect on academic achievement and higher levels of student
disengagement.

In contrast to the positive effects of grade retention in elementary school when it is coupled with
instructional support, the research on retention in middle school grades finds negative effects, even
in settings where similar instructional supports are provided to retained students. In Chicago, test-
based grade retention in middle school reduces the likelihood of high school graduation, especially
among African American girls.2> In New York City, students retained in middle school are less likely
to pass enough New York State Regents exams to graduate from high school and are likelier to drop
out late in high school.26 In Louisiana, retention in middle and high school leads to a reduced
likelihood of high school graduation and college enroliment and increased likelihood of involvement
in criminal activity in adulthood.?”
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While we need more research to better understand why grade retention policies that provide
students with similar instructional support have different effects on student outcomes when
implemented at different grade levels, there are several possible explanations. For example, one
common argument against grade retention policies is that they place a significant emotional burden
on students; such stigma effects might be more pronounced for older students, who might also have
more difficulty adjusting to new peers. Further, students retained in earlier grades might have more
time and opportunities to catch up with their peers, or instructional support might be more
beneficial for students earlier in their schooling.

Conclusion

Despite the rapid growth in the literature on test-based retention policies over the past two
decades, several important questions remain. First, we need more evidence on the long-term effects
of early grade retention policies on postsecondary and labor market outcomes, especially in settings
where retention is coupled with instructional support for low-performing students. These findings
will help give a fuller picture about the benefits of early grade retention programs.

Second, an important limitation of regression discontinuity designs, on which most of this literature
relies, is that they can say very little about the effects on students away from the cutoff who are
flagged for retention. New research suggests that the test score effects of retention could be quite
different for these students than for those who just missed the retention cutoff.28 Thus, how
retention policies affect other short- and long-term outcomes of students with lower baseline
achievement is an important research question that remains.

Third, more research is needed on the spillover effects of grade retention policies. These include the
effects of test-based grade retention policies on student learning in earlier grades, their effects on
higher-performing students who experience a shift in peer composition after the retention grade,
and the mechanisms behind such spillover effects.2? Finally, we need more evidence about why the
observed positive effects of early grade retention in some settings (e.g., same-grade effects on
middle and high school test scores or advanced course-taking) do not necessarily translate into
positive effects on postsecondary and labor market outcomes.
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