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The economic effect of higher education

N H A

This paper examines theoretically the economic effect of higher
education from the view of human capital formation. To put it concretely,
we analyze the effect of population decrease and the government grant on
the college-going rate, average ability of students and labor productivity.
The distinguishing feature of the paper is that the college-going rate is
operated as the endogenous variable through integrating the signaling
factors into the human capital theory.

The main results are that the population decrease and the increase
of government grant, etc, have positive effects on the college-going rate,
and in turn, the rise of the college-going rate boosts labor productivity
without a drop in the average ability of students.
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