| Macroeconomics

Handout 1 |

Activity One — Education and Growth

growth?

Considering the Data and the Graphs Below

1) Using the growth model illustrated in the lecture, what is the linkage between education and economic

2) In the light of your analysis, evaluate the growth effect of a policy of free higher education in South Africa.

Comparing Cognitive Skills (Figarc2)

Forthe first time, all ineernational reses administered berween 1964 and 2003 have been placed on a common scale, allowing
remdlers to identify changes in test performances over time. Notice that studenis in the Unived States, Germany and Hungary
have stipped, while students in the Netherlands and Finland have improved.
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Moba: Countries are orderad by average test score received inone of more tests in reading. math, and science within the indicated decades. Countries with

higher scares within a cateqory appear in the 1eft-hand columin.
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Explaining Economic Growth (Figure 3)

Hov mich studenss learn, not how long they stay in school, is the key to economic growth. The United Stares, however, has had
a higher growth rate during this period than would be expecred given its test scores and levels of school artainment.
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Hote: The y-axis indicates growth r@tes from 1960 and 2000, adjustad for
GOP in 1960 and schoal attainment. The x-axis shows test scores adjustad
far school attainment. The solid line plots the reiationship beteeen the teo
wariables among the 50 countries with available tast score information,
each of which is represented by a dot.
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Years of education and economic growth
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The y-axis indicates qrowth rates from 1960 and 2000, adjusted Tor GOP in
1960 and test scores. The x-axis shows sChool attainmeant adjustad for t2st
scones. The solid line plots the relationship betee2n the teo variabkes
amang the 50 countries with available test score infarmation, 2ach of
which is representad by a dot.



