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Econ 113:  April 30, 2015 

• Economic Growth 

• Education 

– And Incarceration 

• Wrapping Up 
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Model of Growth (and Review) 

• Aggregate Production Function 

 

 

 

 

• Extensive growth:  Increases in inputs 

 

• Intensive growth:  Increases in productivity 
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Education matters! 

• Before globalization, unskilled U.S. workers earned 
high wages because of high K/L ratios 

 

• With globalization, unskilled U.S. workers compete 
with unskilled workers worldwide 

 

• Education (skill) gap thus leads to now-greater income 
gap 
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HS & College Grad rates 
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Source:  http://www.census.gov/hhes/socdemo/education/data/cps/historical/fig4.jpg 
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http://www.census.gov/hhes/socdemo/education/data/cps/historical/fig2.jpg 

Where is the education gap? 

• No longer between 
men & women 
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Why the shrinking college gender gap? 

• Changing expectations  
– Of future labor force participation 

– Of gender roles  

• Rise in the age at first marriage 
– Partly endogenous; partly the Pill 

• Greater benefit for women than men 

• Higher costs of college-going & preparation for men 

 

 
• Source: Goldin, Katz, & Kuziemko, “The Homecoming of American College Women: 

The Reversal of the College Gender Gap,” Journal of Economic Perspectives 20 (Fall 
2006): 133-156 
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Also no (or reverse) gender gap within race 
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But large gaps by race & ethnicity 
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At both ends of the educational spectrum 
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Creating variance by state 
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High School Graduates, 2010 
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College Graduates, 2010 
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Explaining 2010 H.S. Grad Rates 
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Comparing male & female, 25-34 
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But denominator! 

• The denominator in all Census estimates is “non-
institutionalized population” 

– Excludes those in prison 

• Not a problem if who is in prison is equally distributed 
across race and gender . . .  

• But it’s not 
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Imprisonment rate for men, by age 
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Source:  U.S. Bureau of Justice Statistics, Prisoners in 2013, Table 8. http://www.bjs.gov/index.cfm?ty=pbdetail&iid=5109  

Check the scale on the vertical axis 
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Variation by State 
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Source:  U.S. Bureau of Justice Statistics, Prisoners in 2013, Table 6. http://www.bjs.gov/index.cfm?ty=pbdetail&iid=5109  

Not strictly correlated with % black population 
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NYTimes: 1.5 million missing black men 
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Alternative measure of HS completion 
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Suspension rates differ by race & gender 
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https://www2.ed.gov/about/offices/list/ocr/docs/crdc-discipline-snapshot.pdf 

Boys are 70% of suspended students 
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Even in preschool. . .  
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What do h.s. dropouts do? 
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Unemployment varies by education 
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Source: http://www.nytimes.com/2015/04/26/upshot/college-for-the-masses.html 

A little counterfactual exercise 

• Starting from unemployment rates by education 

• Combined with distribution of population across 
educational attainment by race 
(http://www.census.gov/hhes/socdemo/education/data/cps/2014/tables.html) 

• Computed “counterfactual unemployment rates” 

• Grabbed actual March 2015 unemployment rates by race 
from BLS report (http://www.bls.gov/news.release/empsit.toc.htm) 

 

• Computed unemployment rates by race relative to white 
unemployment rate 
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Does education explain unemployment? 

• Not entirely, no 

 

 

 

 

 

 

• Caveat:  CPS data are non-institutionalized population 
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Race 

Counterfactual: 
𝑼𝒏 𝒓𝒂𝒕𝒆𝒓𝒂𝒄𝒆

𝑼𝒏 𝒓𝒂𝒕𝒆𝒘𝒉𝒊𝒕𝒆
 

Actual: 

 
𝑼𝒏 𝒓𝒂𝒕𝒆𝒓𝒂𝒄𝒆

𝑼𝒏 𝒓𝒂𝒕𝒆𝒘𝒉𝒊𝒕𝒆
 

White 1.0 1.0 

Black 1.2 2.1 

Hispanic 1.5 1.4 

Asian 0.9 0.7 

What’s the return to education? 
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http://www.census.gov/hhes/socdemo/education/data/cps/2014/tables.html
http://www.census.gov/hhes/socdemo/education/data/cps/2014/tables.html
http://www.bls.gov/news.release/empsit.toc.htm
http://www.bls.gov/news.release/empsit.toc.htm
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Earnings by Education, 1975-2013 
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Earnings gap by education has worsened 
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And That’s the End 

• What I hope you learned 

 

• What I learned from you 

 

• What I wish for you 
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