
Lecture 4: Education for the Masses

Natalie Bau and Hammad Shaikh

1 / 8



What we know so far

In the 20th century, the United states experienced both long,
sustained economic growth and growth in educational
attainment

Changes in wage inequality were highly correlated with
changes in the education premium

Wage premiums are driven by both the supply of skilled
workers and demand for skilled workers

Demand for skilled workers grew throughout the 20th century
(“skill-biased technological change")

Periods of decreasing inequality coincide with periods when
the supply of skilled workers increased rapidly
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Education for the Masses in Three Transformations

Three major transformations:
Free, universal primary schooling

Free, universal secondary schooling

Universal college education (stalled)
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Education for the Masses in Three Transformations

Why did these transformations happen earlier in the United States
according to G-K?

Public funding

Public provision

Separation of the church and state

Decentralization

Open and forgiving structure (relative to Europe)
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Education for the Masses in Three Transformations

High demand for secondary schooling was driven by:
Large economic returns to additional schooling

High demand for skilled workers
Secondary schools are an expensive, semi-private good
Large fractions of the population had to benefit from these
returns to make it worthwhile to build them

In contrast, the effect of compulsory schooling laws was small
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Education for the Masses in Three Transformations

Demand for secondary school driven due to increasing demand for
skilled workers in many sectors of the economy

In 1870, only 10 percent of the population in jobs that
required greater than primary schooling

By 1925, 25 percent of the population were in jobs that
required secondary schooling or college

Share of the economy of office and sales work sectors
quadrupled from 1870-1925

Higher technology fields of manufacturing grew faster than
lower technology fields over the same period
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Education for the Masses in Three Transformations
Education was key to occupational mobility
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Schooling laws explained about 5 percent of enrolment growth
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Education for the Masses in Three Transformations

The next great transformation was the college movement:
High returns to college education led to increasing demand for
colleges

Competition of public and private colleges produced many
high quality institutions, available to large numbers of students

But in recent decades, college graduation rates have
stagnated or declined
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