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Returns to education

 Returns to education refers to the benefits you can get
from receiving more education.

* Returns to education can take many forms

 Divided by who receive the benefits: private returns and social
returns

« Divided by its forms: Market and non-market benefits



Returns to education

Private benefits Social benefits
Market « Employment  Increase social production rates
 Income * Increase tax
o Skills « Reduce personal reliance on social
welfare

« Economic growth (DeLong, Goldin, and
Katz, 2003; Hanushek and Woessman,
2008)

Non-market |+ Health benefits for individual and Low crime rates

family « Better public health
« Educational benefits for individual | « Better environmental protection
and family « More civic engagement (Dee, 2004)

« Low divorce rate

ERMRTRHESFIDIE (2020) B (BELFE) F7-1
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Human Capital

« Theodore Schultz (FB%Z-£%/~k%, F), {(ADOBAK
FIIRED (1960)
1957F=EGDPIZERI33 %A B LA,

. Gary Becker (Fhg- U5, 1964, ), {AJIEAR)
(1964)

“Human Capital refers to the knowledge,
information, ideas, skills, and health of individuals”
(Becker, 1964)
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The definition of human capital

« T AFRBRIREES I R AN ERN—FRSIBENTIEMR,
« TAFHRER: FERRT, AHEDEL
- IME: FTLAERRFE, SRR
- BENMEE: RFERSETNDHNMBERANAS IR, $%8E, Bx, AKX, EEHNEES)

* ANDBEARHIFKIR
- B, jEBR, 4% (BEr, #58, BHd)
- AEBRBANBRREESL.
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what do they have in
common?
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?

How about them

« Why?

Returns to Education



In group please research their profile
and answer

« What are their education background?

« How does education contribute to the success of the
people above?

« Why?
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So education is bad let's destroy

school
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Do employers prefer better-educated
candidates and Why?

* https://www.mckinsey.com/careers/search-
jobs/jobs/businessanalyst-15136
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Employers want to make sure you
receive the appropriate level of salary
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=21818(Signaling Model)

« Micheal Spence (1973), Joseph Stiglitz (1975)
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Employer’s beliefs

s Employers set wages
ahnu; :l“- Em'fitflg"}' S for workers as a
Ol Workcers wi function of e.

and without e.

T l

Workers see the
rclationship between ¢
e and wages and make a
decision about whether
1o invest in e.

Workers are hired and
employers observe the
relationship between
e and productivity.

Figure 5.1
Lovenheim/Turner, Economics of Education, 1e,
© 2018 Worth Publishers

Returns to Education



ANFZ R E e ESEISHIX 3!

ANERIEL =SSHEID
FMEBIE FEINEDE, BalE, BHF | AMEEINEBINE, BT ARIZIR
ROZIKREF B
NAFEH/RE HEREIRE T ABES] HERTIEA—MESINER
& (Fil? )
HEE—MIREE

« RN ? (Sheepskin effect) (Hungerford&Solon, 1987;
Jaeger&Page, 1996)

« KFRDZEDEWNRNRR: EBEAIRAR? (Arteaga, 2018)




(FIANBANEREICAZ

- J9HA?

* IZ AN R R AEE

SAEIEr S

ESRRL?

=SSIEIE?



4/3/2025

5SS RIES
AFTRISRIN—FE

57

« Damon Clark and Paco Martorell
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FiG. 1.—Last-chance exam scores and diploma receipt. The graphs are based on the last-
chance sample. See table 1 and the text. Dots are test score cell means. The scores on the x-
axis are the minimum of the section scores (recentered to be zero at the passing cutoff)
that are taken in the last-chance exam. Lines are fourth-order polynomials fitted separately
on either side of the passing threshold.

The Signaling Value of a High School Diploma,
Journal of Political Economic, 2014
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Damon Clark and Paco Martorell
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Fic. 2. —Farnings by last-chance exam scores. The graphs are based on the last-chance
samples. See table 1 and the text. Dots are test score cell means. The scores on the x-axis are
the minimum of the section scores (recentered to be zero at the passing cutoff) that are
taken in the last-chance exam. Lines are fourth-order polynomials fitted separately on
either side of the passing threshold.
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Arteaga, C. (2018). The effect of human capital on earnings: Evidence
from a reform at Colombia ’s top university. Journal of Public
Economics, 157, 212-225.

In 2006, course work reduced by 20% in Econ and 16% in Business in
Universidad de los Andes
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hERER, IE, FE

« IR (discount rate) : EIEKARES(THZ HIUERTERE
AIFI=R

« IE (present value) : FEKEETEEHRIZHBIME
- IFE (present net value) : WWEREARIZBIHME
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1 1+ 2 e 1+ :_[1_

Y

PVannuity stream = A =

Multiply both sidesby (1 +7): A(1+7r)=Y +

Substract (i7) — (¢) : Ar =Y —

Divide both sides by 7: A = &

r
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Figure 4,2
Lovenheim/Turner, Economics of Education, 1e,
© 2018 Worth Publishers
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=%/ D#E (Mincer’ s approach, 1974)

Big1) EERANT; 2) SHERKAN IR

W 1
* s+1 — =2 1+ t [1_ 1+ T] 1+ 1
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2 s s IEZHETR
Y < N EZHE

Mincer, J.A. (1974) Schooling, Experience, and Earnings.
National Bureau of Economic Research, New York.
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SHEKFNES (PE)

1,567,886 0.23% No schooling 5.55% 35,728,593
163,696,640 24.37% Primary school 28.54% 183,713,863
263,448,804 39.22% Junior Secondary 34.75% 223,646,206

School
116,996,970 17.42% Regular Senior 14.79% 95,212,952
Secondary School

58,727,560 8.74% College Students (£Z%&}) 8.32% 53,575,442

47,637,012 7.09% Undergraduates (&%} 7.23% 46,519,060

5,495,343 0.82% elErelEeliE s A 0.82% 5,270,234

Above
671,681,215 643,666,350

- BUEKIR: 2021FHESFS, DHMXKZHEEESH65 KA EANRI0F) AOEE
- EFEKE: https://pad.mydrivers.com/1/737/737209.htm
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e Table from: Lovenheim, Michael: Turner, Sarah E..
Economics of Education (p. 222). Macmillan
Learning. Kindle hr7~.

Hlahest Attained Education Level All Wor kem Whlte or Asmn Elﬂck Hlspanlc- Male Pemalei

H1ghschc:nc::1drc:npﬂut 12.08% n.n?% 1:.39% 33.13% 13.58% 10.60%
High school degres o5.00% 24.61% 3::::_:.:::95 o7.46% (28.66%| 23.35%
Some college - 30.81% 31.22% 6.28%| 24.80% I:B.ggﬂﬁlézc’?z_
BA degres 20.21% 24.12% 13.53%| 10.20% [18.77%| 21.64%
Graduate school 10.01% 13.38% 6.00% | 4.41% |10.01%| 11.80%
Larer from 2012 American Community Survey.
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« REESPLLLZHAR

- t NI/ - ZEEJ2012815-65% TIEARE
x%& ﬁ 7 q: \ « FEH2020F6%5 LA AR RHZE20208 BRI ESEIEAL
EEEIERIEA: Lovenheim, Michael; Turner, Sarah E.. Economics of
E i Educatlon (p- 222). Macmillan Learning. Kindle hiz7s.
§# ( |:|:| 7:) . cHEMERIE: 2021 FRESHEY, HIRKEHERESHEERIUEA

[(20205) AOE&E
Male Education Level Female Male Education Level Female
27.46% Regular Senior Secondary School 26.12% 52.87% Regular Senior Secondary School 48.42%
47 76% BA College and(szgqr:r?:\%():ollege students 54.26% 4497%  College and some college students (AEF|) 49.17%
G 2.16% Graduate school 2.41%
10.01% raduate SChOO| 11.8%
China

100% US 100%
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Marginal rate

« Credit Constraint; cannot borrow
money or cannot borrow money
at a sufficiently low interest rate
to finance and educational
investment that would have a
positive rate of return if the _—
individual could borrow at the e T B P T

. © 2018 Worth Publishers
market rate. (Lovenheim and
Turner, 2018)
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TABLE 3—ORDINARY LEAST-SQUARES (OLS), GENERALIZED LEAST-SQUARES (GLS),
INSTRUMENTAL-VARIABLES (IV), AND FiXep-EFFECTS ESTIMATES oF Lo WAGE
EouaTiONs FOR IDENTICAL TwINs?

First First
OLS GLS GLS IV2  difference difference by IV
Variable (1) (i1) (iii) (iv) ) (vi)
Own education 0.084 0.087 0.088 0.116 0.092 0.167
(0.014) (0.015) (0.015) (0.030) (0.024) (0.043)
Sibling’s — — —-0.007 -0.037 e ===
education (0.015) (0.029)
Age 0.088 0.090 0.090 0.088 — —_—
(0.019) (0.023) (0.023) (0.019)
Age squared —-0.087 -0.089 —-0.090 -0.087 — —_
(= 100) (0.023) (0.028) (0.029) (0.024)
Male 0.204 0.204 0.206 0.206 _— —
0.063) (0.077) (0.077) (0.064)
White —0410 -—-0417 -—-0424 -0.428 — —
(0.127)  (0.143) (0.144) (0.128)
Sample size: 298 298 298 298 149 149
R?: 0260 0219 0219 b 0.092 e
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1. REZIEFINZIR4SIE (Brewer Elde, and Ehrenberg, 1999)
« ZUEFRIE/INLSY 1992 1=F|ACTpizh

« Students who attend a top-ranked private or public school have
earnings 20-25% higher than those of students who attend a bottom-
ranked public school.

o 2. WEHEARZREND ZEAN K FREND kLA AR (Mark
Hoekstra, 2009)
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College and university quality (Hoekstra, 2009)

School Characteristic Public Public, Not Highly Selective Less Selective Public Two- Private Two-
Flagship Flagship Private Private Year Year

Expenditures per Student $43,897 $28,047 $78,373 $20,545 $6,225 $8,769

Instructional Expenditures per $13,873 $7,078 $23,804 $5,082 $3,600 $3,532

Student

Student-Faculty Ratio 15.1 90 7 0.3 18.7 20.0 27.8

25th Percentile Math SAT Score 549.8 462.0 625.0 462.4

75th Percentile Math SAT Score 663.7 569.3 7207 575.1

25th Percentile ACT Score 22.6 190.3 Ly 19.8

75th Percentile ACT Score 28.7 24.1 216 25.1

Graduation Rate 71% 43% 86% 45%

ACT scores are composite scores, while SAT scores are for mathematics only. All per-student measures are relative to all enrolled students,

graduate and undergraduate. SAT/ACT data are not reported for two-year schools because very few students who attend these schools take these

college admissions exams.

4/3/2025

Returns to Education

71



Enrollment and Earnings (Hoekstra, 2009)
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Figure 6.7

Lovenheim/Turner, Economics of Education, 1e
Data from: Figures 1 and 2, Hoekstra (2009).

Figure 6.7 Regression Discontinuity Estimates of Admission to the State Flagship
on Earnings
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