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Australia and (West-)Germany: Situation

B No policy shocks available
B Limited data sets to control for unit specific endogeneity

B Current debate: who pays for higher education, given that there are
returns to education?

B Urgent need for empirical evidence on returns to education
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Australia and (West-)Germany: Findings

B HILDA 2001; SOEP various waves, 2004, BIBB/IAB 1998/99

B years of education: 12.47 vs. 12.33

B hourly wage: 13.76€ (20.54 AD in 2001) vs. 13.96€

B males: 54 vs. 53 percent

H tenure: 6.5vs. 11.3 (years)

B returns to education Australia: 6 percent OLS, 10 percent IV, CSM

B returns to education West Germany: 6 to 10 percent various methods,
8.7 percent ate (individual heterogeneity, conditional mean
independence)
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Remarks

Interesting innovative strategy of identification
Econometrics and findings are convincing
| enjoyed reading: clear in style and exposition

My suggestion: Read it!

Policy implications: who has to pay for higher education?

Homogenous or heterogeneous returns to education?
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Skill Formation and Returns to
Education: Evidence from a

Simulation Approach
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— Formation of non-cognitive skills (S;%)
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Formation of cognitive and non-cognitive skills
over the life span
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— School test scores and human capital
over the life span
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Simulation of returns to

Interventions at different ages
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— PISA distribution from different
family environments

S, =f(l_,, S 5®,VH) with  i=C,N

t-117 t-117

Perzentil PISA Environment ( 1)

1% 187 0.0035

10 % 342 0.258

25 % 422 0.58

50 % 497 1

75 % 556 1.4

90 % 614 1.855

99 % 707 2.7
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Population of heterogeneous individuals
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Returns to education

a) heterogeneity from family environment
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