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worked since mid-2014. His research focuses on
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and marriage. He enjoys reading, swimming and
spending time with his family.
For more on his research, see http://research.
stlouisfed.org/econ/vandenbroucke.

Q: How much education do Americans get?
How has this figure changed over time?
A: These are important questions. Education is a primary determinant of an individual’s lifetime earnings. At a macroeconomic level, understanding the evolution of
educational attainment is relevant, given the importance of human capital to the
national income of countries.
On average, Americans spend about 14 years in school. Educational attainment has
increased remarkably since early in the 20th century, as can be seen in the chart. In
1940, 76 percent of those 25 and older had not completed high school;
by 2013, only 12 percent hadn’t.
Diego Restuccia at the University of Toronto and I have a paper in which we asked
what caused this substantial trend.1 We developed a model in which individuals can
accumulate human capital (i.e., become educated) and assessed how much technological progress and changes in life expectancy contributed to the increase of educational attainment. We found that skill-biased technical change represented the most
important factor in accounting for the increase in educational attainment. In other
words, the main reason why more people sought education was because technology
keeps rewarding educated people with better and better paychecks. This may sound
obvious, but there are many other reasons for people to continue their education.
Knowledge could be enjoyable, for instance. After all, even retired people sometimes
go back to school to learn about something they are interested in. Yet, we are finding
that the strongest of all reasons is that education simply is a good investment.

What Does the St. Louis Fed Do?
Find Out in “100 Years of Service”
In a report published recently to mark the 100th anniversary of the St. Louis Fed and the Fed System, you will
learn not only about the founding and history of these
institutions, but you will get a first-person account of
the work of each department at the St. Louis Bank
today. For example, Chris Waller, the head of our
Research department, explains the academic-style
research that our economists undertake. Julie Stackhouse talks about the sophisticated approach taken to
bank supervision these days. Karen Branding highlights
the importance of earning the public’s trust. Other
essays discuss the payments system, our work for the
Treasury, internal and external audits of the St. Louis Fed,
and many other aspects of day-to-day operations.
The core of “100 Years of Service,” however, is the
history. You will read about the financial instability in the
country that led to the birth of the Fed, our nation’s
third attempt at a central bank. You will also find out why,
a half-century later, the St. Louis Fed came to be known
as the maverick in the Fed System.
You can scroll through the book—or download it in the
iTunes store—online at www.stlouisfed.org/annual-report/2013. There, you will also find a seven-minute video
that captures some of the highlights.
Deck the Halls—with infographics
from the st. louis fed
As you take down holiday decorations in your workspace, consider putting up something almost as colorful
and even more thought-provoking: some of our new
infographics on subjects related to the economy. One
illustrates the history of dissenting votes on the Federal
Open Market Committee; it highlights key data from a
recent article in our research journal, the Review. Another
one breaks down the pros and cons of traditional and
alternative providers of financial services (from banks
to pawnshops). The changing
landscape of housing market
Dissent:
conditions around the country is
the subject of a third
Beware: Debt can drown you.
graphic; it, too, highlights
key data from indepth
reports that are also
3.5%
available from the
St. Louis Fed. These
and more can be seen
at www.stlouisfed.org/
infographics. When you
follow the links, you can
print the infographics
yourself.
No Stranger in the History of the FOMC

A Timeline of “No” Votes

And Significant Events in U.S. and Federal Reserve History
Number of Dissents by Year

AGREE

AGREE

AGREE

1929

AGREE

Population Age 25 and Over by Educational Attainment: 1940-2013

Unemployment hits at least 7%
Inflation hits at least 10%
Unemployment and inflation shown since the late 1940s.
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Congress adds the Fed’s Board
of Governors to the FOMC.

1935

FEDERAL RESERVE

1936
1937

3

1938

8

1939

2

1940

Great Depression ends. World War II begins.

1941

1942

The Federal Reserve’s Federal Open Market Committee (FOMC) is our nation’s chief monetary policymaking body.
It is made up of Federal Reserve governors (in Washington) and Federal Reserve bank presidents
(across the country). The FOMC uses a variety of tools to influence financial conditions in the economy.
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The goals are maximum employment, stable prices and moderate long-term interest rates for the country.
Often, the members of the committee are unanimous in their support for a policy.
But dissenting votes are cast—more than 450 over three-quarters of a century, with an uptick in the past several years.
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WW II ends.
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What prompts a dissent? Have such votes been more common in one era or another?
Is one type of member more likely than another to dissent?
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The Federal Reserve pledged to
cooperate fully with the Treasury
Department to finance the war effort.
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Armistice declared in Korean War.
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FOMC starts to meet every three to four
weeks instead of just four times per year.
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The full committee starts voting on the operating
directive to the manager of the open market account.
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Pros: “Unbanked”
taxpayers can get a
temporary bank
account for direct
deposit of an IRS tax
for
refund—no waiting
a check in the mail.
With loans, you can
get money now, then
repay when your tax
refund comes in.
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the president of the U.S. and approved by the Senate. Some
researchers argue that governors are, thus, more responsive to
the desires of politicians (who must consider re-election) and,
thus, favor lower interest rates and unemployment rates in
the short run even at the cost of higher inflation (and perhaps
higher interest rates and unemployment) over the longer run.
In contrast, Reserve bank presidents may have stronger preferences for low inflation and, thus, generally tighter monetary
policy than do governors.
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See www.economics.utoronto.ca/public/workingPapers/tecipa-446.pdf.
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Early 1980s—FOMC’s schedule
changes to eight meetings a year,
where it stands today.
FOMC begins to include information in its
monetary policy directive about the likely
direction of future changes in policy.

Great Moderation begins in mid-1980s.
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Sometimes, the interest rates are relatively low. Ben
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Between 1957 and 2013, the number of
dissents per meeting was somewhat higher
during years with unusually high inflation or
unemployment rates, but the relationship
between economic conditions at the time
and dissents was not strong.
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0.74

2001

Tighter 61% | Easier 39%
President 53% | Governor 47%

2002

In addition to the dissents shown above, there were 53 others that
couldn’t be classified as being for either tighter or easier policy.
Records either provide no reason for the dissent or indicate that
the dissent was cast because of disagreement with language in
the FOMC directive or statement concerning possible future policy
actions. For example, sometimes a president or governor would
dissent because he or she didn’t believe the directive would have
the intended effect.

2004

Cons: A used car financed with a “buy here, pay
NOTE:here”
*Bernanke presided over one meeting not included in the sample:
Jan. a
28-29, 2014.
loan could ultimately cost you a third more than
traditional car loan. Miss a payment, and your Only
carone
willchairman ever dissented while in the office of chairman.
Marriner Eccles dissented three times in the late 1930s.
be repossessed—at least 25 percent are. With rentto-own purchases, you often pay two to three times
the retail price of the item. (That’s why 75 percent
ofthe full story on FOMC dissents, see the 2014: Q3 issue of the Review at
For
customers return an item within four months, never
http://research.stlouisfed.org/publications/review/.
reaching the “owning” stage.)
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The zero lower bound is met for the
federal funds rate target. Unconventional
monetary policies draw criticism from
some FOMC members.

Financial crisis and Great Recession begin. For the first time,
press conferences
become a regular
event after some
FOMC meetings.
Great Recession officially ends.
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SOURCES: Association of Progressive Rental Organizations; Center for Responsible Lending.

25%

of all cars purchased at
“buy here, pay here”
businesses are repossessed.

For more info, go to:

SOURCES: www.census.gov/hhes/socdemo/education/data/cps/historical/index.html and
www.oecdbetterlifeindex.org/topics/education.

FOMC inaugurates annual targets for
the growth rates of money stock measures.
Congress amends the Federal Reserve Act
to spell out the “dual mandate” for the Fed.

Iran hostage crisis begins.
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Direction of Dissents
by Member Type, 1936-2013

1970s—St. Louis Fed cements its reputation
as a maverick, which it acquired for supporting
policy based on monetary aggregates.
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Number and Frequency of Dissents
under FOMC Chairmen, 1936-2013
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or other basic
people need.
features manyEccles
2013 Prepaid
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for tighter policies (lower inflation) and governors for easier
policies (lower unemployment). This could reflect differences
in how presidents and governors are chosen. Presidents are
appointed by their local boards of directors (with Board of

Governors approval), whereas governors are appointed by
Prepaid Cards

Pros: An alternative
for those
who can’t get
a regular credit
or
debit card or
who don’t want
to
deal with checks
or cash.
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Cons: Usually, no short-term
loans
Analysis
of FOMC dissents has only just begun. Although some
for a few hundred dollars.
Loca-can readily be seen, explanations of those patterns
patterns
tions and hours aren’t convenient
will require further research. One pattern shows that Reserve
for some. Those with a bad track
bank presidents have tended historically to dissent more often
record may not get an account.

SOURCE: CardHub

Cons: Annual interest rates in the
hundreds of percents. Fees at least
as much as the loan amount for 96
percent of users. Miss a payment,
and your car will be repossessed or
your pawned item sold.

SOURCE: Center for Responsible Lending.
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Pros: Open when banks
aren’t—and where banks
aren’t. Short-term loans.
Fast. Little documentation needed.
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3,407

Payday Lending, Pawnshops,
Title Lending

1969

Pros: Usually, free check-cashing for account-holders,
0 banking, free ATM use
free debit cards, free online
24/7. The lowest interest rates on loans.
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FEE
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Cons: Fees of up
a
3.5 percent to cash
s more
to cash a paycheck!
paycheck—that’
than $11 on a $318
paid
a year in fees—
check. If you get
that’s about $300
every two weeks,
Reserve Board.
for some.
SOURCE: Federal
or a whole paycheck

1960s and 1970s—More and more, there is disagreement
on the committee about the causes and costs of inflation,
as well as whether there really is a tradeoff between
inflation and unemployment. Some members begin to
press for policy to be based not on short-term interest
rates, as had been the case, but on monetary aggregates.
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Vietnam War begins for the U.S.
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Reserve Bank Presidents
Federal Reserve Governors
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Early 1960s—FOMC drops its policy of conducting
open market operations solely in Treasury bills.

1959

Rent 15
To Own

200,000

Fed-Treasury Accord is drawn up,
enabling the Fed to redirect open
market policy toward macro goals,
such as low inflation and maximum
employment.

Korean War begins.

1951

Know the facts about the financial services
you
use. Bank Presidents and by Fed Governors, 1936-2013
Dissents
by Reserve

Payday
Loan

The Consumer Financial Protection Bureau at www.consumerfinance.gov.
The National Foundation for Credit Counseling at www.nfcc.org.
Bank On, Save Up at http://getbankednow.org.
To watch the videos, go to www.stlouisfed.org/debt-can-drown-you.
To see other free resources from the St. Louis Fed,
go to www.stlouisfed.org/education_resources.

We welcome letters to the editor, as well as questions for
“Ask an Economist.” You can submit them online at www.
stlouisfed.org/re/letter or mail them to Subhayu Bandyopadhyay, editor, The Regional Economist, Federal Reserve
Bank of St. Louis, P.O. Box 442, St. Louis, MO 63166-0442.
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FOMC sets inflation target.
2011-2013—Various FOMC
members worry that inflation
is too far below target.

