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Abstract

We propose a computational model to study (the evolution of) post-secondary
education. “Consumers” who differ in quality shop around for desirable colleges or
universities. “Firms” that differ in quality signal the availability of their services to
desirable students. As long as they have capacity, colleges and universities make offers
to students, who apply and qualify.

Our model generalizes an earlier literature (namely, Vriend 1995) in an
important dimension: quality, the model confirms key predictions of an analytical model
that we also supply, and the model allows us to systematically explore the emergence of
macro regularities and the consequences of various strategies that sellers might try.

We supply three such exercises. In our baseline treatment we establish the
dynamics and asymptotics of our generalized matching model. In the second treatment
we study the consequences of opportunistic behavior of firms and thus demonstrate the
usefulness of our computational laboratory for the analysis of this or similar questions
(e.g., the problem of early admission).

In the third treatment we equip some firms with economies of scale. This variant
of our matching model is motivated by the entry of for-profit providers into low-quality
segments of post-secondary education in the USA and by empirical evidence that, while
traditional nonprofit or state-supported providers of higher education do not have
significant economies of scale, the new breed of for-profit providers seems to capture
economies in core functions such as curricular design, advertising, informational
infrastructure, and regulatory compliance. Our computational results suggest that this
new breed of providers is likely to continue to move up the quality ladder, albeit not
necessarily all the way up to the top.

JEL Classification: C63, D21, D83, 121, L15
Keywords: post-secondary education, for-profit higher education providers,
computational simulations

*{andreas.ortmann, sergey.slobodyan}@cerge-ei.cz. We thank participants of the WHEIA
workshop in Trieste, Italy, the SCE international meeting in Amsterdam, Netherlands, and
seminar participants at CERGE-EI for valuable comments. Special thanks to Dmitry
Kolyuzhnov and two referees for an earlier version of this paper. Special thanks also to Martin
Dieringer who helped



Abstr akt

Navrhujeme vypocetni model pro studium (vyvoje) vzdélavaciho systému po
sttednim stupni. “Spotiebitelé”, kteti se 1isi v kvalité, nakupuji od vysokych skol a
univerzit. “Firmy”, které se také lisi v kvalité, nabizeji studentim své sluzby. Pokud
maji volné kapacity, vysoké skoly a univerzity déavaji nabidky studentlim, ktefi se
ptihlési a projdou piijimacim fizenim.
hlediska: kvalita, potvrzujici dilezité pfedpovédi analytického modelu, ktery rovnéz
nabizime, coZ ndm umoziuje systematicky studovat vyskyt makro regularit a disledky
ruznych strategii, které mizou jednotlivy prodejci zkousSet.

Nabizime tfi takovéto pfipady. V naSem zékladnim pfistupu popisujeme
dynamiku a asymptotiku naSeho zdkladniho srovnavaciho modelu. V druhém pftistupu
studujeme dusledky oportunistického chovani firem a tudiz ukazujeme uzite¢nost nasi
vypocetni laboratofe pro analyzu, popiipadé podobnych probléml (naptf. problém
pred¢asného piijeti).

V tietim pfistupu pfiddme nckterym firmdm ekonomiku §kal. Tato varianta
naSeho srovnavaciho modelu je motivovana vstupem proziskovych poskytovatelit do
¢asti vzdelavaciho odvétvi s nizkou kvalitou vzdélavani po stfednim stupni ve
Spojenych statech a je také motivovana empirickymi pozorovanimi, Ze zatimco tradi¢ni
neziskovy popf. statni provozovatelé vzdélani nedisponuji vyznamnou ekonomikou
skal, nov¢ prichazejici proziskovy poskytovatelé ji ziejmé disponuji v zakladnich
funkcich jako je obsazeni pracovnich pozic, reklama, mezindrodni infrastruktura a
plnéni regulaci. Nase vypocetni vysledky naznacuji, ze tento novy vyskyt poskytovatell
bude pravdépodobné pokracovat ve zvySovani urovné kvality, ackoli ne nezbytné celou
cestu az na vrchol.
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