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Does Expansion of Higher Education Lead to
Trickle-Down Growth?!

Sebastian Böhm†, Volker Grossmann‡, and Thomas M. Steger§

September 11, 2015

Abstract

The paper revisits the debate on trickle-down growth in view of the widely dis-
cussed changes in the distribution of earnings and income that followed a massive
expansion of higher education. We propose a dynamic general equilibrium model to
dynamically evaluate whether economic growth triggered by an increase in public
education expenditure on behalf of those with high learning ability eventually trick-
les down to low-ability workers and serves them better than redistribution through
labor income taxation or education policies targeted to the low-skilled. Our re-
sults suggest that promoting higher education implies that low-skilled workers Þrst
lose in terms of consumption and income but eventually gain. Policies that aim at
expanding the skills of low-ability workers make them better o! only moderately
because of adverse general equilibrium e!ects. Low-ability workers typically beneÞt
most from redistribution.
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