
File:ED Section 6, equation 1 6.4.2.png

The printable version is no longer supported and may have rendering errors. Please update
your browser bookmarks and please use the default browser print function instead.

Therefore, an analysis of labor demand by skill level was done in the Base Case of the model
across countries and income levels, and that analysis was used algorithmically (basically by
trial  and  error)  to  create  a  function  for  the  education  inflation  needed  to  be  in  the
percentage skilled, so that the actual PerSkilled supply generally matches the pattern of
skilled demand in the work force. As years of education rise to the value in the model’s base
year, each point of increase can raise the portion of labor that is skilled by a maximum of
0.5 points. But it is reasonable also that the increase in skilled labor also diminishes as its
percentage of the total labor force increases; the presumption based on examining data on
the saturation of skilled share across countries is that as that share approaches 60 percent,
the contribution of additional education steadily declines to zero.
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