
SKILLS, MOBILITY, AND 
GROWTH

Eric Hanushek
Ludger Woessmann

Ninth Biennial Federal Reserve System 
Community Development Research Conference

April 2-3, 2015
Washington, DC



Commitment to Achievement Growth
• Nation at Risk (1983)

• Stem a rising tide of mediocrity.

• George H. W. Bush and all Governors (1989)
• Bring U. S. achievement up to top of world by 2000.

• Clinton: Goals 2000: 
• “All Americans can reach international competitive standards.”

• Bush:  No Child Left Behind
• “All students proficient by 2013”

• Obama: State of the Union 2011
• “We know what it takes to compete for the jobs and industries of 

our time. We need to out-innovate, out-educate, and out-build the 
rest of the world.” 



Importance to the United States

“Human capital will determine power in 
the current century, and the failure to 
produce that capital will undermine 
America’s security.”

— Independent Task Force Report, 
Condoleezza Rice, co-chair, 

Council on Foreign Relations



Key Issues

• The importance of knowledge capital

• Economic impacts of improving schools

• Distributional implications of minimal skills



Cognitive Skills and Economic Growth, 1960-2000



Years of Schooling and Economic Growth

Without quality control

With quality control



Australia

Belgium
Canada

Finland
France

UK

Germany

Italy

Japan
Japan
Korea

Finland
Netherlands
N. Zealand
CanadaAustraliaUK

Sweden
France
Belgium

Norway
USA

Germany

Italy

Korea

Netherlands

N. Zealand
Norway

Sweden

USA

460

480

500

520

540

560

1975 2000

Do these trends in 
test scores relate 
to improvements 
in growth rates?



Trends in Growth Rates vs. Trends in Test Scores



“First in the World by 2000”
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PISA Math and Science (2009/2012)
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PISA Math and Science (2009/2012)

0

100

200

300

400

500

600

Si
ng

ap
or

e
H

on
g 

K
on

g-
C

hi
na

Ko
re

a
Fi

nl
an

d
Ja

pa
n

C
hi

ne
se

 T
ai

pe
i

Li
ec

ht
en

st
ei

n
Es

to
ni

a
C

an
ad

a
Sw

itz
er

la
nd

M
ac

ao
-C

hi
na

N
et

he
rla

nd
s

G
er

m
an

y
Au

st
ra

lia
N

ew
 Z

ea
la

nd
Po

la
nd

Be
lg

iu
m

Sl
ov

en
ia

Ire
la

nd
U

ni
te

d 
Ki

ng
do

m
D

en
m

ar
k

C
ze

ch
 R

ep
ub

lic
Fr

an
ce

N
or

w
ay

Ic
el

an
d

La
tv

ia
U

ni
te

d 
St

at
es

H
un

ga
ry

Po
rtu

ga
l

Lu
xe

m
bo

ur
g

Sp
ai

n
Sw

ed
en

Ita
ly

Li
th

ua
ni

a
Sl

ov
ak

 R
ep

ub
lic

R
us

si
an

 F
ed

er
at

io
n

C
ro

at
ia

D
ub

ai
 (U

AE
)

G
re

ec
e

Is
ra

el
Tu

rk
ey

Se
rb

ia
Bu

lg
ar

ia
R

om
an

ia
C

hi
le

Th
ai

la
nd

U
ni

te
d 

Ar
ab

 E
m

ira
te

s
U

ru
gu

ay
C

os
ta

 R
ica

M
al

ay
si

a
M

ex
ic

o
Ka

za
kh

st
an

M
on

te
ne

gr
o

Jo
rd

an
Br

az
il

Ar
ge

nt
in

a
Al

ba
ni

a
Tu

ni
sia

C
ol

om
bi

a
In

do
ne

sia
Q

at
ar

Pe
ru

25 points



Value of Improvement to U.S. – I 
• Assuming historical patterns hold
• Schools improve over 15 years (2030 target)
• Replace workers over 40 years
• Present value over 80 years

• Improvement plan I
• U.S. reaches Germany

• Economic Benefits
• Present value of 340% of GDP
• Average 7.3% higher GDP/pop for 80 years
• 14% higher paychecks for all workers every year



Value of Improvement to U.S. – II 
• Assuming historical patterns hold
• Schools improve over 15 years 
• Replace workers over 40 years
• Present value over 80 years

• Improvement plan II
• All U.S. students at “minimal skills” by 2030

• Economic Benefits
• Present value of 153% of GDP
• Average 3.3% higher GDP/pop for 80 years
• 6% higher paychecks for all workers every year

LOWER BOUND (no improvement above minimal skills)



Distributional Issues
• Individual gains from universal minimal skills

• Minimal skills  23.5% improve to  420
• Increase average earnings by 3.3 percent
• Reduce standard deviation of earnings by 4.5 percent
• Lower bound estimates

• Minimal skills v. Rocket Scientists
• Both
• Complementary



Improvement is Possible
Achievement Growth, 1995-2009
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Why has U.S. done so well?

• Superior economic institutions

• Early commitment to human capital

• Best colleges and universities

• Immigration 

• All advantages are disappearing
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