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Time Series Analysis of Enrollment Rate in Higher Education

Motohisa KANEKO*

The enrollment rate of higher education in Japan, which increased slowly in the 1950s and then rapidly
in the 1960s and the first half of the 1970s, has since been stagnating. What are the determinants of
the long-term trend? A survey of past investigations dealing with this topic reveals that there are three
major hypotheses to explain the change in demand for education: 1) demonstration effect hypothesis,
2) expected return hypothesis; and 3) family income hypothesis. This paper examines the validity of

these hypotheses through theoretical and empirical analysis.

The first section lays out the theoretical framework of analysis. The analysis starts with a theoretical
model of individual choice between education and work for typical high school graduates. From the
model the probability of selecting college education is derived, which renders an individual demand
r education in stocastic form. This function is aggregated over the coliege-age popuiation
to obtain an aggregate demand function of education. The function is then transformed into a simpli-

fied form for empirical application.

P
utilizing the distributed-lag method.

Regression analyses were then applied to time-series data. The results indicate the follows: First,

the demonstration effect hypothesis, though it appears valid in partial models, cannot be supported

only when the growth-expectation model is used. With other models of expectation, the results become
t

. Third, the family income hypothesis prov

11 5 1C ITall

consistently, and the estimated elasticity is the highest among the explanatory variables.

* Associate Professor, R.I.H.E., Hiroshima University






