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Abstract 

 

1. The study background 

In Finland higher education has been expanded rapidly in the recent decades. The expansion of higher 

education is usually validated by the human capital theory. It states that higher education improves 

skills and acquirements required by the labor markets and thus higher education expansion increases 

the productivity of the individuals and the whole society. However, if education is a positional good, 

increasing supply on the labor markets caused by expansion of higher education may lead to decreasing 

returns to education, namely education inflation.  

 

2. Objectives and/or research question(s) 

This study examines, does expansion of university education influence on education inflation vertically 

decreasing returns to lower education levels or horizontally decreasing returns to specific field within 

university education. Further, we study how gender and parental education is associated with the 

returns to education in the different field of university education.  

 

3. Data and methods 

We measure relative returns to education of secondary and university educated 10 years after 

graduation in 1990s and 2000s and use Finnish register data. Our independent variable is fields of 

university education and secondary education dummies. We applied linear regression model with 

cohort and graduation fixed.  

 

4. Results 

We find significant within-group heterogeneity on university level in returns to education. Medicine, 

economics and law, natural sciences and technology yields higher returns than social sciences, 

humanist sciences and art, education sciences.  
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5. Main conclusions 

The results suggest horizontal rather than vertical inflation. This means reduction of income in specific 

university fields rather than in secondary education. We do not find educational inflation when labor 

market variables were taken into account. The differentiation between labor markets between 

secondary education and university educational fields seems to drive these results.  

 


