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The purpose of this study is to examine whether and how human capital
formation policies by governments—such as education, family support, and labor market policies—
promote productivity growth in OECD countries. The findings are that education and family support
spending promotes productivity growth. | also find that there are four worlds of productivity growth

among OECD countries by decomposing labor productivity growth into multifactor productivity (MFP)
growth and capital deepening. The four worlds are: (1) human capital investment- and MFP
growth-dominant Nordic countries; (2) physical capital investment- and labor productivity
growth-dominant liberal countries; (3) continental European countries whose moderately high human
capital investments create decently high MFP growth, but whose low physical capital investments push
down their labor productivity; and (4) South European countries with both the lowest human capital
investment and lowest productivity growth.
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