Working Paper No. 415

Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco
de la Republica (Central Bank of Colombia). The works published are provisional, and their authors are
fully responsible for the opinions expressed in them, as well as for possible mistakes. The opinions
expressed herein are those of the authors and do not necessarily reflect the views of Banco de la
Republica or its Board of Directors.

AUTHOR OR EDITOR

Daniel mejia

Marc St-Pierre

AUTHORS AND/OR EDITORS

Marc St-Pierre



/en/autores-editores/marc-st-pierre

This paper develops a tractable, heterogeneous agents general equilibrium model where individuals
have different endowments of the factors that complement the schooling process. The paper explores
the relationship between inequality of opportunities, inequality of outcomes, and aggregate efficiency in
human capital formation. Using numerical solutions we study how the endogenous variables of the
model respond to two different interventions in the distribution of opportunities: a mean-preserving
spread and a change in the support. The results suggest that a higher degree of inequality of
opportunities is associated with lower average level of human capital, a lower fraction of individuals
investing in human capital, higher inequality in the distribution of human capital, and higher wage
inequality. In particular, the model does not predict a trade-off between aggregate efficiency in human
capital formation (as measured by the average level of human capital in the economy) and equality of
opportunity.
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