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educated workers, can generate an increase in educational wage differ-
entials and overall wage inequality. In the United States, the growth of
the supply of college-equivalent workers relative to high-school equiva-
lent workers slowed from a rate of 3.8 percent per year from 1960 to 1980
to under 2.5 percent per year in the 1980s and 1990s (Katz and Autor
1999). Countries with decelerations in the rate of educational advance in
recent cohorts (United States, United Kingdom, and Canada) have all
experienced substantial increases in educational wage differentials, espe-
cially for younger cohorts (Card and Lemieux 2001). Countries with
continued rapid expansions of educational attainment (France, Nether-
lands, and Germany) have not experienced similar large increases in
educational wage differentials. Slower growth in the relative supply of
college-equivalent workers combined with rapid growth in the demand
for more-educated workers, partially driven by computerization and
related technological and organizational changes, has been a recipe for
rising educational wage differentials and wage inequality.

The slowdown in U.S. college enrollment and completion rates has
been concentrated among individuals from lower-income and minority
families (Ellwood and Kane 2000). Much of the early slowdown might
have reflected strained schooling resources from the large baby boom
cohorts born in the 1950 and early 1960s, reduced male college-bound
rates from the abnormally high levels associated with Vietnam draft-
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Proportion of 16-25 year olds with minimal quantitative skills by country 
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Source:  OECD International Adult Literacy Survey, minimal quantitative score for 1994. 



An Emerging Gap:  The Unemployment Rate and the Share of Long Term Unemployed 
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Inflation Adjusted Adult and Dislocated Worker Training Funds  
per Civilian Population over age 25 (1993-2004) 
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Returns to Training 
 
 

Government sponsored programs  
 

• What works 
o Classroom training  
o On-the-job training  
o Job search assistance 
o Re-employment bonuses  

• What helps make this work 
o Strict performance criteria 
o Smaller programs 
o Working with training providers who are well connected with local 

employers 
o Increasing role of community colleges in provision of training 

 
 



Returns to Training 
 
 
Private Sector Training 
 

 
• Large returns to training 10-26% that match returns to college 
• Issue of selection of who gets employer training – human capital begets 

human capital 
• Smaller employers much less likely to offer training programs even for 

topics such as health and safety 
• Works with skill needs also suffer from a shortage of discretionary time to 

undertake training provided outside work hours even if the employer 
covers the costs 



Policy Actions 
 
 

For the inflow into the labor market 
 

 
§ Improvements to educational system 

 
§ Pre-school 
§ K-12 quality reform – maintain and improve competitive standing in 

math and science 
§ After school care 
§ Expand college enrollment and completion rates for lower-income and 

minority families 
o Financing and information barriers remain 
o Better mentoring programs 

 



Policy Actions 
 
 

For the stock already in the labor market 

 
§ Reform of Unemployment insurance to address permanent layoffs 

 
§ Extend TAA to service workers 

§ Understand barriers to participation in TAA 
 

§ Expand Federal commitment to job training, job search assistance and 
relocation 

§ Fix job training fund formulas 
§ Make permanent incentives for firms to provide training 
§ Systematic evaluation of federal and state sponsored employer 

training program  
 
§ Targeted wage insurance and subsidies to employment  

 




