
Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

The Political Economy of Education

The Political Economy of Education provides academically rigorous yet clear explanations of 

the economics and politics driving today’s educational systems and how economists analyze 

them. The book covers a host of topics central to teaching about education and crucial to 

educational policy. These include how to use the tools of economic and political theory to 

take critical measure of education’s role in social mobility and economic growth, whether 

good teachers can overcome social class and race achievement gaps, the effectiveness of 

early childhood and vocational education, and debates on school accountability and whether 

increasing spending on schooling improves quality. The book also explores worldwide 

changes in higher education, especially massification and increased stratification and 

privatization. Written for upper undergraduate and graduate students in economics, public 

policy, and education and packed with real-world examples, this is an essential text for 

anyone interested in gaining fresh and international perspectives on education.

Martin Carnoy is the Lemann Foundation Professor of Education and Economics at Stanford 

University. He began five decades in the economics of education field studying under 

Theodore Schultz at the University of Chicago in the early 1960s. Since then, he has been 

engaged in almost every major debate in the field, authoring over forty books and count-

less articles analyzing educational policy and systems on every continent and developing 

new frameworks and ways of measuring the process of education. International in outlook, 

Martin Carnoy has been awarded honorary doctorates around the world. Co-director of the 

Lemann Center at Stanford, and a former president of the Comparative and International 

Education Society, Carnoy is also a fellow of the National Academy of Education and of the 

International Academy of Education.

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

“Destined to be a milestone in economics, politics of education, and political economy 

 studies, this powerful handbook provides a comprehensive overview of economic research 

on education and a profound insight into the political role that education plays in society.”

Patrizio Bianchi, University of Ferrara; chairholder of the UNESCO Chair in Education, 

Growth, and Equality

“Martin Carnoy has given us a first-rate overview of the key concepts in the economics of 

education with a thorough appreciation of the political and institutional contexts in which 

education policy decisions are implemented both in the U.S and around the world. What a 

service to graduate students and their instructors!”

Helen F. Ladd, Susan B. King Professor Emerita of Public Policy and Economics at  

Duke University’s Sanford School of Public Policy

“It is nearly impossible to understand education policy without paying attention to its  politics. 

This wonderful book by a world-leading scholar reflects decades of research, teaching, and 

practice, and masterfully integrates the economics and politics of education. It should be 

essential reading for students of education.”

Karthik Muralidharan, Tata Chancellor’s Professor of Economics at the  

University of California San Diego

“A huge undertaking! Martin’s new book is great testament to the value of interdisciplinary 

work in helping us understand nuance. For those interested in better understanding the 

workings of educational systems around the world, or in trying to improve them, this book 

can help you succeed at both.”

Guilherme Lichand, Stanford Graduate School of Education

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

The Political Economy of Education

MARTIN CARNOY
Stanford University, California

with Aleksei Egorov and Daria Platonova

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Shaftesbury Road, Cambridge CB2 8EA, United Kingdom

One Liberty Plaza, 20th Floor, New York, NY 10006, USA

477 Williamstown Road, Port Melbourne, VIC 3207, Australia

314–321, 3rd Floor, Plot 3, Splendor Forum, Jasola District Centre, New Delhi – 110025, India

103 Penang Road, #05–06/07, Visioncrest Commercial, Singapore 238467

Cambridge University Press is part of Cambridge University Press & Assessment,  
a department of the University of Cambridge.

We share the University’s mission to contribute to society through the pursuit of  
education, learning and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/highereducation/isbn/9781009364478

DOI: 10.1017/9781009364461

© Martin Carnoy 2024

This publication is in copyright. Subject to statutory exception and to the provisions  
of relevant collective licensing agreements, no reproduction of any part may take  
place without the written permission of Cambridge University Press & Assessment.

First published 2024

A catalogue record for this publication is available from the British Library

A Cataloging-in-Publication data record for this book is available from the Library of Congress

ISBN 978-1-009-36447-8 Hardback
ISBN 978-1-009-36444-7 Paperback

Additional resources for this publication at www.cambridge.org/carnoy

Cambridge University Press & Assessment has no responsibility for the persistence  
or accuracy of URLs for external or third-party internet websites referred to in this  
publication and does not guarantee that any content on such websites is, or will  
remain, accurate or appropriate.

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

List of Figures page xi

List of Tables xv

Preface xvii

Acknowledgments xx

PART I INTRODUCTION 1

 1 The Political Economy of Education 3

 1.1 Introduction 3

 1.2 The Economics and Politics of Education 5

 1.3 Agency and Structure 6

 1.4 The Case for Students and Policymakers to Study the Political Economy of Education 7

 1.5 Taking on These Issues 12

 2 The Contribution of the Economics of Education to Education Policy 13

 2.1 Introduction 13

 2.2 The Economic Dimension of Education 13

 2.3 The Economic Value of Education 14

 2.4 The Role of Education in Economic Growth 18

 2.5 School Production Functions and Education Policy 20

 2.6 Economists and Empirical Methodology in Education Policy Analysis 23

 3 The State and Education 31

 3.1 Introduction 31

 3.2 The Unequal Distribution of Political Power in Democratic Societies 32

 3.3 Implications for a Theory of the State to Frame a Political Economy of Education 34

 3.4 Taking It a Step Farther: Educational Systems as Sites of Economic  

and Political Conflict 35

 3.5 The Political Conflict over Resources for Education 37

 3.6 State-Generated Social Capital 39

PART II HUMAN CAPITAL 42

 4 Education, Labor Markets, and Earnings 45

 4.1 Introduction 45

 4.2 Underlying Concepts 45

 4.3 Demand and Supply 47

 4.4 Productivity and Wages 49

 4.5 The Demand for and Supply of Human Capital 51

 5 Age–Earnings Profiles and the Returns to Human Capital 56

 5.1 Introduction 56

 5.2 Age–Earnings Profiles 57

CONTENTS

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

vi CONTENTS

 5.3 The Human Capital Model Interpretation of Age–Earnings Profiles 62

 5.4 The Returns to Human Capital 65

 6 Measuring the Returns to Investment in Education according to the Human Capital Model 69

 6.1 Introduction 69

 6.2 Education as a “Durable Good” Requiring Time and Resources to Produce 69

 6.3 The Concept of Present Value 70

 6.4 Costs of Education 75

 6.5 Social Benefits and Social Costs 78

 6.6 Estimating “Calculated” Rates of Return to Education 80

 6.7 The Option Value of Schooling 81

 6.8 Estimating Mincer Rates of Return 82

 6.9 Selection Bias 83

PART III ALTERNATIVES TO HUMAN CAPITAL 86

 7 Alternative Conceptions of the Relation between Skill Acquisition  

and Productivity 88

 7.1 Introduction 88

 7.2 Signaling Theory 89

 7.3 Queuing Theories and Internal Labor Markets 93

 7.4 The Contrast between Human Capital Models and Screening Models 97

 7.5 Why Nations Might Spend So Much on Educational Systems Even If Signaling  

Theory Were Correct 99

 8 Conditioned Choice and Discrimination 102

 8.1 Introduction 102

 8.2 Male–Female Earnings Differences 104

 8.3 Race Earnings Differences 107

PART IV EDUCATION, ECONOMIC GROWTH, AND INCOME DISTRIBUTION 115

 9 Education and Economic Growth 118

 9.1 Introduction 118

 9.2 Accounting for Economic Growth 119

 9.3 Economic Growth Models and the Role of Education 122

 9.4 Endogenous Growth and the Quality of Education 126

 9.5 The Political Economy of Cognitive Skills and Endogenous Growth 129

 10 Education and Income Distribution 133

 10.1 Introduction 133

 10.2 Explanations of Changing Personal Income Distribution 134

 10.3 The Human Capital Argument for Education’s Role  

in Income Distribution 136

 10.4 Post-Human Capital Analyses of Education and Income Distribution 141

 10.5 Macroeconomic Analyses of Educational Expansion and Earnings Distribution  

in Latin America 142

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

viiCONTENTS

PART V EDUCATIONAL PRODUCTION FUNCTIONS 147

 11 Underlying Issues in Educational Production Functions 151

 11.1 Introduction 151

 11.2 Joint Production: Social Class and Schooling 151

 11.3 The Argument for Education as an “Equalizer” 153

 11.4 Other Issues in Modeling Education Production Functions 158

 11.5 Optimizing Output Subject to a Budget Constraint 162

 12 Modeling and Estimating Educational Production Functions 170

 12.1 Introduction 170

 12.2 The Basic Model 170

 12.3 Choosing Educational Inputs and Outputs and Estimating Parameters 172

 12.4 Examples of EPFs That Estimate Teacher Effects 176

 12.5 Which Teacher Characteristics Contribute to Higher Student Performance 181

 12.6 Examples of Estimating the Impact of Inputs on Student Outcomes Using  

Other Causal Inference Methods 187

 13 Cost-Effectiveness and Cost-Benefit Analysis 192

 13.1 Introduction 192

 13.2 Distinguishing Two Types of Evaluations 192

 13.3 Cost-Effectiveness Analysis 193

 13.4 Cost-Benefit Analysis 196

 14 Issues in Early Childhood Education 199

 14.1 Introduction 199

 14.2 The Social Benefits of Public Investment in Child Care and ECE 200

 14.3 Access to ECE in the United States and Worldwide 207

 14.4 The Impact of Investments in ECE on Reducing Achievement and Earnings Gaps  

between Low- and High-Income Students 208

 14.5 Evidence for Effective ECE 210

 15 Issues in the Production of Vocational Education and Training 215

 15.1 Introduction 215

 15.2 Variation in the Production of Vocational Education and Its Relation  

to Labor Markets 217

 15.3 Comparing the Effectiveness of Achievement Outcomes for VET  

and Academic Schooling 222

 15.4 Labor Market Outcomes of Vocational and Academic Education Graduates 226

 15.5 How the Vocational/Academic Education Debate Informs Our Understanding  

of Educational Production 227

PART VI TEACHER LABOR MARKETS 229

 16 Fundamental Elements in the Study of Teacher Labor Markets 232

 16.1 Introduction 232

 16.2 Defining a Market: Key Concepts and Terms 233

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

viii CONTENTS

 16.3 How Labor Markets Differ from Other Types of Markets 233

 16.4 How Teacher Labor Markets Differ from Other Labor Markets 235

 16.5 How the Teaching Profession Differs from Other Professions 239

 16.6 Characteristics of Teacher Careers 241

 17 The Demand for and Supply of Teachers 246

 17.1 Introduction 246

 17.2 The Demand for Teachers 246

 17.3 The Supply of Teachers 249

 17.4 Working Conditions and the Theory of Compensating Wage Differentials 252

 17.5 Equilibrium, Shortages, and Surpluses of Teachers 255

 17.6 Teacher Quality 257

 18 Teacher Salaries 259

 18.1 Introduction 259

 18.2 Real versus Nominal Salaries 259

 18.3 Relative Salaries 260

 18.4 International Comparisons of Teacher Salaries 264

 18.5 Criteria for Teacher Pay 267

 18.6 Teacher Incentive Pay 269

 19 The Politics of Teacher Labor Markets 276

 19.1 Introduction 276

 19.2 The Role of Teachers’ Unions 276

 19.3 Higher Teacher Salaries as a Strategy for Educational Improvement 279

 19.4 Raising Teacher Quality through Education and Training 281

PART VII SCHOOL SYSTEM ACCOUNTABILITY 286

 20 Public Sector Accountability 290

 20.1 Introduction 290

 20.2 Input/Standards-Based Accountability 291

 20.3 Test-Based Accountability 294

 20.4 Early Test-Based Accountability Regimes 295

 20.5 National Accountability Systems 299

 20.6 The Evidence for Whether Test-Based Accountability Raises Student Test Scores 301

 20.7 The “Shame Effect” of International Test Results on National Educational Policy 310

 20.8 Summing Up 314

 21 Market Accountability 316

 21.1 Introduction 316

 21.2 The Case for Market Accountability 317

 21.3 Market Accountability in Chile and Milwaukee 321

 21.4 Comparing Achievement Gains of Publicly Subsidized Private School  

Students and Public School Students 325

 21.5 Market-Based Accountability and Overall Student Achievement Gains 328

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

ixCONTENTS

 21.6 Market-Based Accountability and Net Public Benefits 335

 21.7 The Case That Some Accountability Systems Are “Better” Than Others 337

 Appendix to Part VII: Modeling Differential Parental Demand for School Quality 341

PART VIII FINANCING EDUCATION 345

 22 Educational Spending 348

 22.1 Introduction 348

 22.2 Public Educational Effort 349

 22.3 Public versus Private Effort 352

 22.4 Factors Determining How Much Money a Society Collects for Education 354

 22.5 Paying for Education when Benefits are not Distributed Equally 357

 22.6 Externalities and Public Goods 358

 22.7 Factors Influencing Enrollment in Privately Financed Education 360

 23 Collecting and Allocating Revenue for Education 363

 23.1 Introduction 363

 23.2 Types of Taxes 364

 23.3 Allocating Education Monies 368

 23.4 Educational Adequacy 377

 23.5 Advantages and Disadvantages of Decentralized Control of Spending 381

 24 More Spending on Education, Improved Student Achievement, and Other Student Outcomes 387

 24.1 Introduction 387

 24.2 Greater Public Educational Financial Effort and Increasing  

Enrollment/Educational Attainment 388

 24.3 The Public Spending per Student: Higher Student Achievement Debate 390

 24.4 Causal Estimates of the Effect of Higher Spending on Student Achievement 396

PART IX THE POLITICAL ECONOMY OF HIGHER EDUCATION 405

 25 Higher Educational Expansion as a Global Phenomenon 409

 25.1 Introduction 409

 25.2 The “Massification” of Higher Education 410

 25.3 Explaining the Expansion of Higher Education Systems on a Worldwide Scale 413

 25.4 Higher Education as a Private and Public Good 420

 26 The Financing of Higher Education 423

 26.1 Introduction 423

 26.2 Private and Public Provision of Higher Education 426

 26.3 Charging Tuition (“User Taxes”) in Public Institutions 431

 26.4 Stratification in Higher Education 442

 26.5 Empirical Evidence for Increased Stratification 448

 26.6 Schemes of Allocating Public Funds in Higher Education 451

 27 Higher Education as an Industry 458

 27.1 Introduction 458

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

x CONTENTS

 27.2 What Higher Education Institutions Produce 460

 27.3 Higher Education Cost Functions 462

 27.4 Knowledge Gains in Higher Education 463

 27.5 Estimating Earnings Gains from Study in Different Types of Higher  

Education Institutions 469

 27.6 Measuring Research Output 471

 27.7 Some Final Notes 475

 28 Academic Labor Markets and Student College Choice Strategies 477

 28.1 Introduction 477

 28.2 Academic Labor Markets 477

 28.3 A Brief Review of Academic Labor Markets across Countries 491

 28.4 Admissions and Student Choice 495

 28.5 Affirmative Action 502

 28.6 Legacy Admissions 505

 28.7 A Brief Summary of the Affirmative Action Debate 506

References 507

Index 530

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

1.1 United States: annual earnings, 2018 page 9

1.2 New York teacher shortage 11

2.1 Example of correlational analysis 24

4.1 The demand curve 47

4.2 The supply curve 47

4.3 Supply and demand equilibrium 48

4.4 Shifts in supply and demand and new equilibria 48

4.5 Marginal product and wages 49

4.6 Demand for and supply of human capital 52

4.7 Varying supply of and demand for human capital 53

5.1 Ratios of 25- to 34-year-old workers with BA equivalent  

and postgraduate degrees relative to secondary graduates 57

5.2a United States: age–mean earnings profiles, non-Hispanic White male, 2017 58

5.2b United States: age–mean earnings profile, non-Hispanic  

White female, 2017 58

5.3 United States: longitudinal age–earnings profiles, non-Hispanic  

White males, 1995 60

7.1 Separate equilibria in the signaling model 91

8.1 United States: annual earnings, male and female, non-Hispanic  

White workers, 2018 105

8.2 United States: annual mean earnings, male, African-American  

and non-Hispanic White workers, 2018 108

8.3 United States: longitudinal real annual mean earnings, African-American  

and non-Hispanic White male workers, 2016 109

10.1 Pre-tax/transfer and post-tax/transfer Gini coefficients (* 100), Europe  

and Latin America 135

10.2 Supply and demand for human capital under public provision  

of mass education 138

10.3 Income distribution (Gini coefficient), second decade 2000s, and distribution  

of cognitive skills (PIAAC numeracy score), 2012–2018 140

10.4 Argentina, Brazil, and Mexico: income distribution (Gini coefficient),  

1992–2018 143

11.1a Baltimore City school sample: initial reading literacy test score  

and literacy achievement gains 155

11.1b Baltimore City school sample: sources of gaps in 9th grade reading  

literacy test score 155

11.2 United States: Black–White gap in long-term NAEP reading scores,  

1975–2012 156

11.3 A model of educational production 159

FIGURES

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xii LIST OF FIGURES

11.4 Isoquants of student mathematics gains using class size and teacher math 

knowledge as inputs 163

11.5 Iso-costs of class size and teacher math knowledge as inputs under  

a given budget constraint 164

11.6 Isoquants and iso-costs for two inputs, one output production function 165

11.7 Two output model of isoquants of student mathematics gain using  

class size and teacher math knowledge as inputs 166

11.8 Production possibilities frontier 167

12.1 A conceptual framework for the education production process 171

14.1 Skills, behaviors, and attainment across childhood 203

14.2 United States: percentage of 3- to 4-year-olds enrolled in preschool  

by race/ethnicity 207

14.3 Percentage of 3- to 4-year-olds enrolled in ECE, by country, 2019 208

15.1 Percentage of upper secondary school students, 15- to 19-year-olds,  

enrolled in VET programs, by country, 2018 217

16.1 Women teachers as a proportion of total teachers, by level of schooling,  

selected countries, 2015–2018 236

16.2 The local school district as a monopsony of teacher labor 237

17.1 Teacher supply in two different schools 254

18.1 United States: nominal and inflation-adjusted real mean combined  

primary and secondary teacher salary, 1959–2017 260

18.2 OECD: inflation-adjusted index of real mean primary and secondary  

teacher salaries for teachers with 15 years’ experience, 2005–2019 261

18.3 United States: teacher wage gap compared to other college-educated  

workers, by gender, 1979–2021 262

18.4 Teacher wage premia across twenty-three countries, 2012–2015 265

18.5 Ratio of teacher to scientist salaries at 35 years old, by country,  

2000–2006 266

18.6 Uniform salary schedule and the supply and demand for math  

and language teachers 268

18.7 North Carolina: student test scores and teacher years of experience,  

by subject taught 269

19.1 United States: median annual earnings, females with BA degrees,  

by age and occupation, 2000 280

19.2 Chinese Taipei: median monthly earnings, females with BA degrees,  

by age and occupation, 2004 281

20.1 Increasing quality of education by regulating increased demand for quality 292

20.2a United States, Texas, and North Carolina: White NAEP 4th grade math  

scale scores, 1992–2019 302

20.2b United States, Texas, and North Carolina: Black NAEP 4th grade  

math scale scores, 1992–2019 302

20.2c United States, Texas, and North Carolina: Hispanic 4th grade NAEP  

math scale scores, 1992–2019 303

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xiiiLIST OF FIGURES

20.3a United States, Texas, and North Carolina: White NAEP 8th grade math  

scale scores, 1990–2019 303

20.3b United States, Texas, and North Carolina: Black NAEP 8th grade math  

scale scores, 1990–2019 304

20.3c United States, Texas, and North Carolina: Hispanic NAEP 8th grade  

math scale scores, 1990–2019 304

21.1 Public school monopoly rent argument 319

21.2 Chile: PER (1982–1984) and SIMCE math and language test score,  

1982–1996 329

21.3a NAEP 8th grade Black students’ math scores, large urban  

school districts, 2009–2022 332

21.3b NAEP 8th grade Black students’ reading scores, large urban  

school districts, 2009–2022 332

21.4 Public supply and institutional demand for achievement gain 339

A.1 Supply of labor, males 342

A.2 Supply of labor, females 343

A.3 Supply of parent time for child intellectual development 343

A.4 Adjusted supply of parent time for child development 343

23.1 Ratio of public spending per student in higher education  

to primary education, 2000–2017, selected countries 373

24.1 Log net enrollment rate and log public educational spending per  

secondary student as a percent of GDP/capita, 2016–2017 389

24.2 United States: NAEP mathematics LTT scale scores, 9-, 13-,  

and 17-year-old Black and Hispanic students, 1973–2012 393

24.3 United States: annual social class adjusted gains in NAEP 8th grade  

math scores and annual increases in current spending/pupil,  

1992–2013 395

24.4 Event and difference-in-differences analysis of relative spending increases 398

24.5 Chile: student 4th grade math achievement trends, private subsidized eligible 

schools treated four years vs. private eligible schools treated one year,  

2002–2011 402

25.1 Higher education gross enrollment ratio (GER), 1970–2020, by regions 413

25.2a United States: real wage growth by education and gender,  

full-time employed, 25- to 64-year-olds, 1979–1989 and 1989–1998 415

25.2b United States: real median income growth by education and gender,  

1999–2019, 25- to 34-year-olds, full-time employed 415

25.2c United States: real median income growth by education and gender,  

1999–2019, 35- to 44-year-olds, full-time employed 416

25.3 Growth in the demand and supply of skills in endogenous skill  

growth model 416

26.1 OECD: total expenditure on tertiary education by educational institutions  

per full-time equivalent student 424

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

xiv LIST OF FIGURES

26.2 OECD: relative share of private expenditure (all sources) in total spending  

on higher education institutions 425

26.3 A model of forces affecting public/private higher education expansion 426

26.4 Latin America: proportion of tertiary higher education enrollment in private 

institutions, 1998/2000–2018 429

26.5a United States: proportion of total revenues of higher education  

institutions from public sources, by type of institution, 1970–2018 433

26.5b United States: tuition as proportion of total revenues of higher education 

institutions, by type of institution, 1970–2018 434

26.6 United States: absolute real average higher education tuition  

and fees charged, by type of institution, 1970–2018 435

26.7 Russia: higher education enrollment in public (fully subsidized  

and fee-paying) and private institutions, 1995–2017 440

26.8 United States: mean percentile SAT/ACT score of colleges, 1962–2007,  

by colleges’ selectivity in 1962 445

26.9 Measuring productivity of tiers of higher education institutions relative  

to the least selective group of institutions 446

26.10 China: spending per student by type of institution, 1994–2018 450

26.11 Russia: estimated public spending per “budget place” student  

in public higher education, by category of university, 2013–2018 450

27.1 Production possibility frontier and efficiency measurement 459

28.1 United States: academic labor supply 479

28.2 United States: total fall enrollment, 1980–2020, by type of institution 481

28.3 United States: total first time undergraduate fall enrollment,  

by type of institution, 2002 and 2012 482

28.4 United States: average salary for full-time professors on nine-month  

contracts, by rank and type of higher education institution, 2020–2021 484

28.5a United States: average salary for full-time professor rank faculty  

on nine-month contracts, by type of higher education institution,  

1999–2000 and 2020–2021 486

28.5b United States: average salary for full-time assistant professor rank faculty  

on nine-month contracts, by type of higher education institution,  

1999–2000 and 2020–2021 487

28.6 Simulated faculty salaries for selected academic disciplines, by gender 490

28.7 Entry-level, average, and top-level academic monthly salary in 2010,  

by country  493

28.8a Example of demand and supply analysis of higher education market  

for higher-ability students from higher and lower social class families 500

28.8b Example of demand and supply analysis of higher education market  

for low-ability students from higher and lower social class families 501

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

6.1 United States: mean annual earnings, by level of education and age,  

non-Hispanic White males, 2017 (current dollars) page 72

6.2 United States: mean earnings, by education and age, non-Hispanic  

White males, 2017 73

8.1 United States: age–earnings profiles, BA degree completers, by sex  

and race/ethnicity, full-time, full-year workers, 2017 (current dollars) 113

12.1 Estimates of learner mathematics achievement and achievement gain  

as a function of teacher characteristics, school characteristics, and country  

effects in Botswana, Kenya, and South Africa, 2009 (un-weighted student 

achievement and achievement gain standardized across all three countries) 184

12.2 New York City: estimated effect sizes for teacher credentials, student math 

achievement gains, grades 4–5 with student fixed effects, 2000–2005 186

13.1 Average effect sizes for four interventions in elementary grades, 1970s 195

13.2 Average ECRs for four interventions in elementary grades, 1970s  

(effect size for each $100 cost/student) 196

22.1 Public expenditures on education as a percentage of GDP, 1998, 2008,  

and 2017/2018, and GDP growth rate, 1998–2018, by selected  

country (percent) 350

22.2 Private expenditures on education as a percentage of GDP, 2008,  

and 2017/2018, and percent private enrollment 2018, by level of education  

and selected countries (percent) 353

23.1 Public educational expenditure per student as percent of GDP per capita,  

by level of education, 1999/2001 and 2015/2017, by selected  

countries (percent) 370

23.2 Growth in enrollment by level of education, 1999/2001 to 2017/18,  

selected countries (base year =100) 371

23.3 Types of educational systems characterized by concentration  

of educational finance and management 381

24.1 Estimated PISA 2018 math and reading achievement related to 2017 public 

spending on secondary education as percent of GDP/capita, across countries 396

25.1 Enrollment in tertiary education per 100,000 population, by country,  

1920–2018 (total tertiary-level students enrolled/100,000 population) 411

25.2 A taxonomy of goods and services 421

26.1 Post-Soviet countries: proportion of students paying tuition fees,  

1995–2015 (percent) 441

26.2 United States: instructional costs per student, tuition fees,  

and SAT mathematics scores, by type of institution, 2005–2019 449

26.3 A higher education financing strategy based on private and social rates  

of return 456

TABLES

www.cambridge.org/9781009364478
www.cambridge.org


Cambridge University Press & Assessment
978-1-009-36447-8 — The Political Economy of Education
Martin Carnoy
Frontmatter
More Information

www.cambridge.org© in this web service Cambridge University Press & Assessment

Motivation for the Book

For all its innovative modeling of education’s role in society and its increasingly sophisti-

cated econometric approaches to education policy, the economics of education and the way 

it is taught has lacked an essential political dimension – a political economy of education 

that situates the economics of education in the highly politicized context of individual 

decisions about education and of educational policymaking. This book is a response to that 

need – a long overdue course correction, one could say. I wanted to write a text that both 

covered the rich, evolving economic analyses of education and provided the philosophical 

underpinnings for understanding the profound political role of education and how it influ-

ences those economic analyses. Including a political dimension also allows for more critical 

discussions of potential market failures and the inevitable political/ideological side of eco-

nomics of education debates and decision-making.

Furthermore, the political economy of education has become much more international 

and comparative, and I felt that this, too, was largely missing and should be part of any 

systematic analysis of the field. My research and teaching on education has always been 

international, since my graduate days at the University of Chicago in the 1960s. I learned 

then that variation across different political and social contexts is especially useful in 

understanding educational production and the broader relation of education to economic 

outcomes. This has served me well, and it is how I use such comparisons throughout the 

book.

Main Features

Economics of education is now studied in varied academic contexts, from economics 

departments to business schools, from public policy schools to graduate schools of educa-

tion. Moreover, those studying economics of education are increasingly multinational. The 

changed landscape of the economics of education is reason enough for a new textbook, but 

my approach offers instructors, students, researchers, and policymakers a text that is not 

merely an update of traditional coverage but something new, with unique strengths.

The Political Economy of Education features:

• All the standard economics of education methodology, including clear partial-equilibrium 

analyses and concise explanations of the most common statistical methods of causal 

inference, but with the addition of the political dimension so crucial to understanding 

the controversial debates in the field and how educational systems and educational 

policy develop in practice.

• In-depth treatment of education in the United States, but replete with examples and 

analyses of economics of education models and policies in other countries. This serves 

to engage non-US students and readers, but does much more. Comparative analysis is 
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an excellent teaching and learning tool. It is a way to understand contextual variation 

and to gain insights from the impact of educational policies in contexts that are very 

different socially and politically from the United States.

• Comprehensive and innovative coverage of many different subjects in this large and 

ever-growing field, from standard human capital and educational production functions 

to economic growth and income distribution, educational accountability, early child-

hood education, vocational education, teacher markets, and higher education. Each 

major subject is discussed in a distinct part of the book, with its own introduction, 

followed by a set of chapters focusing on a sub-topic of the major subject.

Who Is the Book For?

It would be helpful, but not absolutely necessary, for students using this book to have 

had introductory courses in microeconomics and regression analysis. Some students in my 

classes (in a graduate school of education) have had no economics and only basic statistics, 

but I have always had an economics graduate student teaching assistant who taught them 

basic economic tools and jargon in a separate tutorial. In addition, the book does include 

some introductory exposition of demand and supply, isoquants and iso-costs, etc., which 

helps such students.

At the other end of the prerequisite spectrum, for students in economics departments, 

the book is targeted at upper undergraduates and beginning graduate students. The math is 

relatively simple where it does appear and the partial equilibrium analysis is clear.

Because of the nature of many of the political arguments in this book, it would also be 

useful for students in any department using the book to have had some political theory. I 

realize this is a tall order, but no matter the department, those studying economics of educa-

tion should understand something about the relationship between economics and politics. 

The book does provide an introduction to analyzing this relationship.

The Contents of the Book

The book is divided into nine inter-related parts.

Part I introduces the reader to the main concepts of the book. Chapter 1 presents the 

goals of the book, discusses the reasons for studying the economics and politics of educa-

tion as a window into understanding modern societies, and defines the political economy 

approach of the book. Chapter 2 describes the main contribution economists have made 

to the way we view education and understand its role in society, including the method-

ological contributions to educational evaluation. Chapter 3 outlines the political theory 

used in the book to contextualize and enrich the economic analysis in the various parts 

of the book.

The concept of human capital is fundamental to the economics of education. In Part II, 

the chapters focus on the underlying concept of human capital theory (Chapter 4); age–

earnings profiles (Chapter 5); and measuring the present value and the rate of returns to 

investment in human capital (Chapter 6).
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Part III reviews alternative conceptions of the relationship between education, labor mar-

kets, and earnings, such as signaling theory and queuing theory (Chapter 7), and the diver-

gent views of how economists see possible imperfections in the labor market, with a focus 

on race and gender discrimination (Chapter 8).

Part IV reviews the political economy of the relationship between education and eco-

nomic growth (Chapter 9) and between education and income distribution (Chapter 10). 

These are both controversial areas in economic and social analysis, yet they also help us 

identify the contours of how political theory interacts with economic analysis.

Economists have become increasingly focused on educational production because of an 

explosion of data on student performance and other student information linked to class-

rooms and schools and school districts. Part V (Chapters 11–15) discusses the political 

economy of educational production, including joint production (Chapter 11), the role of 

teachers in educational production (Chapter 12), and cost-effectiveness and cost-benefit 

analysis (Chapter 13). Chapters 14 and 15 address two special topics in educational produc-

tion, early childhood education and vocational education.

Teachers are the most important input into educational production, and Part VI (Chapters 

16–19) analyzes the distinct nature of teacher labor markets (Chapter 16), the supply and 

demand for teachers (Chapter 17), teacher salaries and incentive pay (Chapter 18), and the 

politics of teacher markets, including the role of labor unions and strategies for increasing 

teacher quality (Chapter 19).

Part VII compares the political economy and measured effectiveness of different forms 

of accountability used in educational systems as part of society’s attempts to monitor edu-

cational quality. Chapter 20 assesses the shift in public sector-driven accountability from 

input-based assessments to focusing on student outcomes – mainly cognitive test score 

gains. Chapter 21 discusses “market accountability” in the form of subsidizing private edu-

cation to compete with public schooling and promote parent choice.

Part VIII (Chapters 22–24) discusses public financing of education internationally, includ-

ing the factors influencing the extent of public and private financing (Chapter 22); sources 

of public revenues and how equally those revenues are spent (Chapter 23); and the con-

troversial question of whether more spending results in more student learning and higher 

attainment (Chapter 24).

Part IX (Chapters 25–28) develops methodologies for studying the political economy of 

higher education systems – in which public sectors seek to finance and regulate higher edu-

cation expansion in a variety of ways. Chapter 25 discusses approaches to understanding 

the massive worldwide expansion of higher education in recent decades. Chapter 26 ana-

lyzes the economics and politics of higher education stratification in terms of both selectiv-

ity and finance, and Chapter 27 discusses the economics of higher education as an industry 

that both transmits knowledge and produces it, including the labor market for faculty and 

student choice into and selection by higher education institutions (Chapter 28).
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