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Quantitative effects of higher education expansion on

the returns: Evidence from the UK
AR IR

$HE: This paper studies the effect of the ‘Education Reform Act 1988" on the
returnsbased on Quarterly Labor Force Survey (QLFS) and Understanding Society.
Afterexamining the heterogeneous returns, I apply the difference—in-difference (DID)
methodology to examine the effect of the education reform on the returns andthe
matching Difference—in-Difference (MDID) methodology to account for
thecompositional change across cohorts since those newly recruited
universitygraduates after the reform might be different from the previous graduate
cohorts. Newly recruited university graduates consist of “fresh students” who
entereduniversities as school leavers (typically with A-level or other schools
and “mature students” who have several years of working experiences. The
MDIDresults show that the expansion of higher education mostly reduces the
returnsfor fresh students and it mostly appears in the post—-expansion period.
Themature students have more stable returns compared with fresh students.
&1 education expansion, mature student, Matching Difference—in-Difference

unobservable selection sensitivity
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