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Abstract

 HIOQ$ WJQJVWMI$ ]VQ$ N?$ [JVQRWJ$ NIJ$ WJNRWYQ$ N?$ JXNJWYV@ONOJQ$ ?A$ IO^IJW$
JSRMVNO?Y$NIVN$IVS$Y?N$KJJY$QNRSOJS$OY$HIVO@VYS/$HIJ$N?NV@$WJNRWYQ$N?$IO^IJW$
JSRMVNO?Y$ OYPJQN[JYN$ ]JWJ$ NIJ$ V^^WJ^VNO?Y$ ?A$ OYSOPOSRV@_$ Q?MOJNT$ VYS
JXNJWYV@ONOJQ$ ARYSOY^/$ HIOQ$ WJQJVWMI$]?R@S$ KJYJA ON$ NIJ$ Z?@OMT$ A?W[R@VNO?Y$ ?A$
higher education f OYVYMOY^$?W$QRKQOST/$gJQJVWMI$SVNV$]JWJ$NIJ$QRWPJT$WJQR@NQ$
?A$NIJ$YVNO?Y4]OSJ$J[Z@?T[JYN$M?YSONO?YQ$OY$NIJ$NIOWS$aRVWNJW$AW?[$vf$53zz$
N?$vf$5335$ Bec$5660$ N?$ec$5661C$KT$ NIJ$~VNO?YV@$`NVNOQNOMV@$hAA i MJ/$ `V[Z@J$
QOxJ$M?[ZWOQJS$VW?RYS$066_666$ZJ?Z@J$JVMI$TJVW$VYS$NIJ$V^JQ$]JWJ$534{6$TJVWQ$
VMM?WSOY^$N?$NIJ$>?W@S$vVYd\Q$QNRST$A?W[VN/$HIJ$VPJWV^J$TJVWQ$?A$JSRMVNO?Y$A?W$
NIJ$HIVO$QV[Z@J$^W?RZ$]JWJ$34{$TJVWQ$SRJ$N?$NIJ$z6436$ZJWMJYN$?A$NIJ$QV[Z@J$
]JWJ$RYJSRMVNJS/$HIJ$[?YNI@T$OYM?[J$?A$NIJ$QV[Z@J$WVY^JS$AW?[$xJW?$N?$NIWJJ$
IRYSWJS$NI?RQVYS$KVIN/

$ HIOQ$ WJQJVWMI$ [JVQRWJS$ NIJ$ JXNJWYV@ONOJQ$ VMM?WSOY^$ N?$ cVPOJQ$ B5665C$
ZW?POSOY^$ z$ [JVQRWJ[JYN$ [?SJ@Q/$ p OWQN$ NTZJ_$ NIJ$ [VMW?$ [?SJ@Q$ ?A$ IR[VY$
MVZONV@$JXNJWYV@ONOJQ_$[JVQRWJS$NIJ$^W?]NI$?A$N?NV@$AVMN?WQ$?A$ZW?SRMNOPONT/$HIJ$
QJM?YS$]VQ$NIJ$QNVNOM$?A$[VWdJN$JXNJWYV@ONOJQ$[JVQRWJ[JYN/$HIJ$NIOWS$]VQ$NIJ$
QNVNOM$Y?Y4[VWdJN$JXNJWYV@ONOJQ$[JVQRWJ[JYN/$HIJ$A?RWNI$]VQ$NIJ$JAAJMNOPJ$NVX$
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WVNJ$?Y$IR[VY$MVZONV@/$HIJ$NIOWS$NTZJ$?A$[JVQRWJ[JYN$]VQ$Y?N$OYM@RSJS$OY$NIOQ$
WJQJVWMI$SRJ$N?$NIJ$PJWT$@VW^J$[?SJ@$QOxJ/$bN$]VQ$QRKQNONRNJS$KT$NIJ$UMUVI?Y\Q$
[?SJ@Q$?A$[JVQRWJ[JYN$?A$Q?MOV@$WJNRWY$N?$JSRMVNO?Y$BUMUVI?Y_$0111C/

$ HIJ$WJQJVWMI$A?RYS$NIVN$NIJ$N?NV@$JXNJWYV@ONOJQ$?A$IO^IJW$JSRMVNO?Y$]VQ$
�/05$ ZJWMJYN/$ HIOQ$ YR[KJW$]VQ$ AW?[$ NIJ$[JVQRWJ[JYN$ ?A$ NIJ$[VMW?$[?SJ@Q$
IR[VY$ MVZONV@$ JXNJWYV@ONOJQ$ VN$ 0/�45/6$ ZJWMJYN$]IO@J$ NIJ$ STYV[OMV@@T$[VMW?$
JXNJWYV@ONOJQ$A O^RWJ$]VQ$z/2$ZJWMJYN/$HIJ$QNVNOM$JXNJWYV@ONOJQ$[JVQRWJ[JYN$]VQ$
6/z�$ZJWMJYN$VYS$NIJ$JAAJMNOPJ$NVX$WVNJ$?Y$JSRMVNO?Y$]VQ$6/{546/1z$ZJWMJYN/
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� OHKS����2GSHK2��K2JEF¶�£J¶RUO¶��KEKSJ��HK�F�2RUO�
�LKKS��P2�2�IEU��GQJLLI��M2���]][�2���KNLU���GHG�£G�I��GEGHIL��N£VJU��OKH��J��GH�
� �UN�IFJKE�JE�PGQGLKRJE���KNEFHJGVÕ2$r?RWYV@$?A$yO^IJW$fSRMVNO?Y$OY$eAWOMV. 
� ��X���X^�WX�]2
�J��KEG��T2�IEU��GHJ���2���]]¤�2�DUGEFJO�JE���NSIEW�IRJFIL��¡FGHEILJFJGV����GKH���JF��
� TRRLJ�IFJKEV2�gJPOJ]$?A$JM?Y?[OM$`NRSOJQ/��^��^3XW[X�2�
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�KLLJEV�� JH��T2�IEU�MISGV��2�PIQJGV2���]]^�2��GIVNHJE���OOG�FJQG��I¡��IFGV�KE��NSIE�
� �IRJFIL�� �GF�KUKLK��� IEU� TRRLJ�IFJKE� FK� �IEIUI2� �GO JOK� �KH�JE�� �IRGH
� �K2��¤�2
�KLLJEV�� JH��T2�IEU�MISGV��2�PIQJGV2���]]��2��IHHKFV�IEU��FJ��V��F�G��OOG�FV�KO��G�GEF�
� �RGEUJE��IEU��I¡���IE�GV�KE�F�G�DE�GEFJQG�FK�TFFGEU��EJQGHVJF�2��2P2��K�G�
� DEVFJFNFG��KSSGEFIH��EK2���]2��GFHJGQG��KQGS£GH�����]]���OHKS��FFR�¶¶���2
� �U�K�G2KH�¶RUO
PILSI¥¥K�� TL£GHFK� IEU� �NJUK�� UG� �LIVJK2� ��]]��2� ��GHG� UK� �NSIE� �IRJFIL
� �¡FGHEILJFJGV� �EU� NRÕ�� ��KEKSJ�V� �KH�JE�� �IRGHV� ��[�� �IE�� KO� DFIL��
� ��KEKSJ�� �GVGIH��� PGRIHFSGEF2� �GFHJGQG� �KQGS£GH� 3�� �]]��� OHKS�
� �FFR�¶¶���2£IE�IUJFILJI2JF¶RN££LJ�I¥JKEJ¶G�KEK¶FGSJUJ¶FU]�¶FU��[Ó]�¶
 FU��[¶FGSIÓ��[2RUO
PIQJGV��MISGV��2�IEU��HI�IS��LGEUI�2��X��]�2�T��HNIL��·NJQILGEF��IH�JEIL��I¡��IFGV�
� OKH��GHVKEIL�ª inancial Assets. iVYVSOVY$r?RWYV@$?A$fM?Y?[OMQ���^��X3�W�]�2
PIQJGV��M2���]]��2��SRJHJ�IL��QJUGE�G�KE��NSIE��IRJFIL��¡FGHEILJFJGV2�PGRIHFSGEF�KO�
� ��KEKSJ�V��EJQGHVJF��KO��GVFGHE��EFIHJK��¢KEUKE���IEIUI��¤T����2�Retrieve 
� �KQGS£GH�����]]���OHKS��FFR�¶¶G�KEKSJ�V2N�K2�I¶OI�NLF�¶UIQJGV¶�KH�JE�RIRGHV¶
� GSRJHJ�ILGQJUGE�G2RUO
PG�LI�ªNGEFG��T2�IEU��IOIGL�PKSÊEG��2���]]¤�2��NSIE��IRJFIL�JE��HK�F���G�HGVVJKE��
� �K���N���PJOOGHGE�G�PKGV�PIFI�ÅNILJF���I�GÕ� r?RWYV@$?A$ NIJ$fRW?ZJVY$
$ fM?Y?[OM$eQQ?MOVNO?Y��[�X���XW^¤2
PKIE���JE��IEU�MK�E���J£VKE2���]X]�2��GFNHE�FK�V��KKLJE��JE��JGFEIS�UNHJE��G�KEKSJ��
 FHIEVJFJKE�� PKGV� HGFNHE� FK� V��KKLJE�� JE� �JGFEIS� HGI��� JFV� RGI�Õ Retrieve 
� �KQGS£GH�� �]X]�� OHKS� �FFR�¶¶SRHI2N£2NEJWSNGE��GE2UG¶�[�3¤¶X¶���TÓ
� RIRGHÓ�[�3¤2RUO�
�JKQI�EKLJ���INLI�DEGV�®�ª JV¥£GJE��THJGL�®��IFHJEKV���IHH��TEF�KE�2���]]��2�Estimating 
� F�G�HGFNHEV� FK�GUN�IFJKE� JE�TH�GEFJEI��X���W�]]�, �KLJ����GVGIH����KH�JE��
� �IRGH��GHJGV�^�X�����G��KHLU��IE�2
�G��SIE��M2��IEU� LGEK����2 �X����2��NSIE��IRJFIL�RKLJ�����EJQGHVJF��KO���J�I�K�
 mimeo.
�G��SIE�� M2M2�� TEEJG� ¢I�EGWªIHHIH� IEU� �KUU�� �2�2� �X��¤�2� �NSIE� �IRJFIL� �HJ�JE�
� �·NIFJKEV��JF��IE�IRRLJ�IFJKE�FK�GVFJSIFJE��F�G�GOOG�F�KO�V��KKLJE��·NILJF�
 on earnings, gJPOJ]$?A$fM?Y?[OMQ$VYS$`NVNOQNOMQ, Nov.
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�GVSIFJ��T2�IEU� NS£�I�IH���2�2���]X]�2��G��EJ�IL���IE�G�IEU��KFIL�ªI�FKH��HKUN�FJQJF��
 �HK�F�����G��IVG�KO���JEGVG��HKQJE�GV2�DEVFJFNFG�OKH�F�G��FNU��KO�¢I£KH��DÃT��
 in its series DÃT�PJV�NVVJKE��IRGHV��JF��ENS£GH�[�3[2
MK�EVFKEG�� P2�2� ��]][�2� ��G� ��KEKSJ�V� IEU� �KLJFJ�V� KO� �KVF� ��IHJE�� JE� �J��GH�
� �UN�IFJKE�� �KSRIHIFJQG� �GHVRG�FJQGV2� fM?Y?[OMQ$ ?A$ fSRMVNO?Y$ gJPOJ], 
� �]�[���[]^W[X]2
 HNG�GH��T2�IEU�¢JEUI�L���2 ��]]X�2��UN�IFJKE�OKH��HK�F�������IEU�ªKH���KSÕ2
 r?RWYV@$?A$fM?Y?[OM$oONJWVNRWJ��^���XX]XWXX^¤2�
 HN�SIE���2��X��X�2�DE�HGIVJE���GFNHEV�IEU���KEKSJ���GK�HIR����r?RWYV@$?A$j?@ONOMV@$
$ fM?Y?[T��^��[3^W[��2
¢N�IV���K£GHF��2�MH2��X�33�2��E�F�G��G��IEJ�V�KO���KEKSJ��PGQGLKRSGEF2�r?RWYV@$?A$
$ U?YJNVWT$fM?Y?[OMQ_����X���^W[�2
�IE�J����2��HG�KH�É�PIQJU��KSGHÉ�IEU�PIQJU��2��GJL2��X����2�T��KEFHJ£NFJKE�FK�F�G�
� �SRJHJ�V�KO���KEKSJ���HK�F�2��RVWNJW@T$r?RWYV@$?A$fM?Y?[OMQ��X]¤�����[]�W^�2
���I�KE���ILFGH2��X����2��G�GEF�TUQIE�GV�JE��GIVNHJE��F�G��K�JIL�IEU�DEUJQJUNIL�
� �GEGO JFV�KO��UN�IFJKE2��RG�JIL�JVVNG�KO�F�G�DEFGHEIFJKEIL�MKNHEIL�KO��UN�IFJKE�
� �GVGIH�������¤���[[�W�^�2�
���I�KE�� �ILFGH� �2� �X����2� fSRMVNO?Y$ VYS$ cJPJ@?Z[JYNk$ UJVQRWOY^$ NIJ$ `?MOV@$
$ vJYJA ONQ2��¡OKHU���¡OKHU��EJQGHVJF���HGVV2�
���I�KE�� �2� ��]]��2� yO^IJW$ oJVWYOY^_$ qWJVNJW$ q??Sk$ HIJ$ jWOPVNJ$ VYS$ `?MOV@$
$ vJYJA ONQ$?A$yO^IJW$fSRMVNO?Y/$�IH�LIEU��MK�EV��KR�JEV��EJQGHVJF���HGVV2
�JE�GH�� MI�K£2� �X��[�2� `MI??@OY^_$ fXZJWOJYMJ_$ VYS$ fVWYOY^Q2� �G�� §KH��� �IFJKEIL�
� �NHGIN�KO���KEKSJ���GVGIH��2
�KHGFFJ���2���]][�2��VFJSIFJE��F�G��K�JIL��GFNHE�FK��J��GH��UN�IFJKE���QJUGE�G�OHKS�
� ¢KE�JFNUJEIL�IEU��GRGIFGU��HKVVW�G�FJKE�PIFI2�r?RWYV@$?A$fM?Y?[JNWOMQ�X�X��
� X��W�X�2�
�NV�HIQ���2T2��X����2�HIJ$HIJ?WT$?A$jRK@OM$p inance2��G��§KH������HI�W�JLL2�
�GHLKQG���IH�2��X����2��E��NJFJKE�IEU�F�G��KVFV�KO��J��GH��UN�IFJKE���HKLG�KSGEI
� FK�I��KE�GRFJKE�ªHISG�KH�2�r?RWYV@$?A$j?@ONOMV@$fM?Y?[T��3]�^����X�3W��X32
�IFHJEKV���2T2���JUIKW�IEK���2�IEU��I�GLLIHJKN���2����]]¤�2�Estimating the returns to 
 education: accounting for heterogeneity in ability, j?@OMT$gJQJVWMI$>?WdOY^$
$ jVZJW$`JWOJQ�[][]����G��KHLU��IE�2
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�VI��IHHKRKNLKV���2��X����2��EG·NIL�T��GVV�FK��UN�IFJKE�IEU�DE�KSG�PJVFHJ£NFJKE2�
 cJ$fM?Y?[OQN��X���^����]�W��]2
�IN��� M2�2� �X��^�2� �HKUN�FJQJF�� �IJEV� OHKS� �GK�HIR�J�� �KE�GEFHIFJKE� KO� �NSIE�
� �IRJFIL���QJUGE�G�OHKS�F�G��JFJGV2�r?RWYV@$?A$�WKVY$fM?Y?[OMQ��^[��^3]W[]]2
�J¥¥K���2���]]��2���G��N£LJ��DEFGHGVF�JE��J��GH��UN�IFJKE2��LGQGLIEU����G��GVGHQG�
� �IE��KO��LGQGLIEU2��GFHJGQG��KQGS£GH�����]]���OHKS��FFR�¶¶���2�LGQGLIEUOGU2
� KH�¶�GVGIH��¶�U�KEO�]][¶�KQ¶RUO¶HJ¥¥K2RUO
�K£I���M2��X�3��2��I�GV���GEFV�IEU�F�G�ÅNILJF��KO�¢JOG2�r?RWYV@$?A$j?@ONOMV@$fM?Y?[T, 
� �]��X���WX��32
�KSGH�� �2� �X�3¤�2� DE�HGIVJE�� �GFNHEV� IEU� ¢KE�W�NE� �HK�F�2� r?RWYV@$ ?A$ j?@ONOMV@$
$ fM?Y?[T���[��X]]�WX]^�2
�NUU�� MGHGS�2� ��]]]�2� �SRJHJ�IL� �QJUGE�G� KE� �NSIE� �IRJFIL� �RJLLKQGHV�� ªGUGHIL
� �GVGHQG��KIHU��ª JEIE�G�IEU���KEKSJ�V�PJV�NVVJKE��IRGH��]]]W[¤2
�KRGL�� �2� ��]]��2� ��G� �HJQIFG� IEU� �K�JIL� �ILNGV� KO� �UN�IFJKE2� �LGQGLIEU�� ªGUGHIL
� �GVGHQG��IE��KO��LGQGLIEU2��GFHJGQG��KQGS£GH�����]]3�� OHKS��FFR�¶¶���2
� �LGQGLIEUOGU2KH�¶�GVGIH��¶�U�KEO�]][¶�KQ¶RUO¶FKRGL2RUO�
�KLOG�� �2� IEU� �2� �IQGSIE2� ��]]X�2� eMM?RYNOY^$ A?W$ NIJ$ `?MOV@$ VYS$ ~?Y4UVWdJN$
$ vJYJA ONQ$?A$fSRMVNO?Y_�JE��GLLJ�GLL2




