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Steve Dowrick has given us along thorough but focused survey of education and growth.
He gives afine summary of the theoreticd literature that has obsessed much of the
macroeconomics profession for the 1990s and concludes that the issue of whether growth is
better modeed as being endogenous or exogenous growth may not actudly be that relevant in
practice. Moreimportantly to my mind, he has dso provided a number of estimates from both
the micro- and macroeconomic literatures on the effects of education on output, and concludes
that they are large, even for an advanced OECD country like Augtrdia. He believesthere are
large externdities and that the case for government intervention is secure. | agree with most of
what he says which seems reasonable in both the small and the large.

My persond view isthat a survey like this should dways focus precisely on awell-
defined quegtion. In this case, Dowrick isinterested in answersto the question: “What isthe
return to an additiona year of education?’ This creates a convenient taxonomy to organize the
empirica estimates from the literature. 1t isdivided into micro- and macroeconomic estimates at
three leves. a) the returns to the individud; b) the returns to the nation, which may wel be
higher if there are externdities, and ¢) the returns to the world, which may be higher dill if there
areforeign externdities. Of course, there is dso the possibility of negative externdities, and
Dowrick considers the codts of extra education which dso play into the andysis.

In future work like this, | would like to see more emphasis placed on the externdities

themsalves. How much do we redlly know from quantifiable microeconomic evidence on the



exisence of large pogtive externdities? Sincethisiswhere the red case for policy intervention
lies, | personaly would fee more confident if | could cite anumber of relidble sudies that
present strong evidence of positive externdities.

The reason | would find thisis reassuring lies in the magnitudes of the returnsto
education cited. Almogt dl the returns to education and R&D are high — hugein fact. 1t makes
me fed that I’ ve persondly under-invested! More generdly, the returns are o high that they
grain plaushility. Lots of education iswasted and much R&D might well be unproductive — isit
al being taken into account? Let me put it another way. The returns are so large that the
question of the paper’ stitleisadmogt irrdevant, snce the issue of levelsvs. growth reate effectsis
addeshow if thereturns are so high. So is concern for under-investment in educetion, if the
persona returns are as high as cited.

| ds0 believe thereisalot of scope in this areas for acomprehensve meta-anadlyss. This
isthe increasingly accepted way to conduct a quantitative survey. The author chooses a
coefficient of interest that has been estimated in a number of papers— for instance, the vaue of a
margind year of education. Each paper contributes a Sngle observation of this underlying
variable, and the resulting vector of estimates is treated as the dependent variable. The
characteristics of the studies are treated as the regressors. Meta-andyss like this might enable us
to understand the sources of variation in the estimates of the returns to education, and enable us

to handle them with more confidence.



