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Abstract:

This study aims to measure and evaluate the economic rate
of return to higher education in Algeria. For this purpose, we
collected cross-sectional data on income, years of education and
experience of 171 workers as a sample from Adrar city. The
used model was the extended mincerian earning equation. This
model was estimated using Ridge Regression to solve the
multicollinearity problem. The results showed that the economic
rate of return to higher education in Algeria reached 8.4%,
which is low compared with the world average (19%), as it is
lower than the regional rates, which amounted to 27.8% in sub-
Saharan Africa, 18.8% in Asia and 11.6% in OECD countries.
Keywords: human capital, economics of education, return to
education.
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0.0 1.01014 1.5239 1.4015 6.73146 698043 65.16
0.005 0.999812 1.48255 |1.37302 [5.95144 |6.16574 |64.84
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0.09 0.846551 1.06368 1.03251 1.59842 1.62668 60.61
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Model Results for Ridge Parameter = 0,02

Variance

Inflation
Parameter FEstimate Factor
CONSTANT 9.25689
MOY 00759572 0.969786
UNIV 0,221371 137779
SEC 0.136203 1.2961
EXP 0.0387467 4.30274
EXPsqu -0.00124503 4. 44445

R-Squared = 63.9574 percent
R-Squared (adjusted for d.f.) = 62,8652 percent

Standard Error of Est. = 0.271962

Mean absolute error = 0.175507
Durbin-Watson statistic = 1.03133 (P=0.0000)
Lag 1 residual autocorrelation = 0. 480482
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Parameter MOY SEC UNIV EXP EXPsqu | R-Squared
0.0 1.0026 2.29627 [2.24917 |8.09667 8.01048 71.03
0.005 0.992597 221125 2.16776 699801 6.92672 70.76
0.01 0.982746 [2.1324 2.09204 [6.11482 |6.05536 70.49
0.015 0973042 2.05888 2.02127 5.39416 5.34422 70.24
0.02 0.963482 1.99008 1.95491 4.7984 4.75622 69.99
0.025 0.954062 1.92546 1.89248 |4.30023 .26444 69.75
0.03 0.94478 1.86461 1.83362 |3.87938 |3.84891 69.51
0.035 0.935633 1.80718 1.7779% 3.52062 3.4946 69.28
0.04 0.926619 1.75286 1.72532 |3.21227 [3.19001 69.06
0.045 0917735 1.7014 1.67538 |2.94527 |[2.92621 68.84
0.05 0.908979 1.65256 1.62794 2.71253 2.69619 68.62
0.055 0.900348 1.60615 1.58284 2.5084 2.49441 68.41
0.06 0.891839 1.56199 1.53989 2.3Z835 2.31638 68.20
0.065 0.883451 1.51993 1.49895 |2.16872 [2.15851 67.99
0.07 0875181 1.47981 1.45989 2.02652 201783 67.79
0.075 0.867026 1.44151 1.42258 1.89928 1.89192 67.58
0.08 0.858986 1.40491 1.38691 1.78496 1.77876 67.38
0.085 0.851057 1.36991 1.35279% 1.68184 1.67667 67.19
0.09 0.843237 1.3364 1.3201 1.58851 1.58424 |66.99
0.095 0.835525 1.3043 1.28878 1.5037S 1.50027 66.80
0.1 0.827919 1.27352 1.25874 1.42653 1.4237S 66.61
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Variance Inflation Factors
Ridge
Parameter MOY SEC UNIV EXP EXPsqu R-Squared
0.0 1.5778 1,07315 2.22692 6.49523 7.84711 55,07
0.005 1.05759 2.09956 5.7109 6.85526 54.73
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Model Results for Ridge Parameter = 0,02

Variance

Inflation
Paramerer Estimate Facror
CONSTANT 910793
MOY 0.0862978 0.963482
SEC 0.156079 1.99008
UNIV 0.216779 1.95491
EXP 0.0486896 4. 7984
EXPsqu -0.000957914 4.75622

R-Squared = 69_9882 percent

R-Squared (adjusted for d.f.) = 68.

Standard Error of Est. = 0.303003
Mean absolute error = 0.188908
Durbin-Watson statistic = 1.1999

Lag 1 residual autocorrelation = 0,
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Model Results for Ridge Parameter = 0,02

Variance

Inflation
Parameter Estimate Factor
CONSTANT 10.7355
MOY -0.169324 1.41725
SEC -0.0291968 1.01566
UNIV 0,177043 1.81386
EXP 0.0273499 4.0907
EXPsqu -0.00115552 4.8134

R-Squared = 53 8169 percent

R-Squared (adjusted for d.f.) = 50.738 percent
Standard Error of Est. = 0.216194

Mean absolute error = 0.145859
Durbin-Watson statistic = 1.30201

Lag 1 residual autocorrelation = 0.295527
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Variance Inflation Factors

Ridge

Parameter MOY SEC UNIV EXP EXPsqu  [R-Squared
0.0 1.91146 201718 1.39694 15.2527 |15.1171 |64.73
0.005 1.85929 |1.9614 1.34835 11.5962 |11.4966 |64.27
0.01 1.81002 |1.90814 |1.30999 9.12962 |9.05423 |[G63.87
0.015 1.76325 1.85723 |1.27802 T 7.32911 |63.51
0.02 1.71869 |1.80852 1.25028 6. 6.06545 |63.18
0,025 1.67612 |1.76188 1.22551 - 5.11211 |62.87
0.03 1.63539 |1.7172 1.20292 4. 4.37512  |62.58
0.035 1.59637 |1.67435 1.18199 3. 3.79356 |62.29
0.04 1.55893 163324 |1.16236 3 3.3 62.03
0.045 1.52299 |1.59377 1.1438 2, 2 61.77
0.05 1.48844 |1.55586 |1.12612 2, 2. 61.51
0.055 1.45522 1.51941 1.10919 2, 2, 61,27
0.06 1.42325 1.48436 |1.09291 2, 2. 61.03
0.065 1.39245 1.45062 1.07721 1. I G0.80
0.07 1.36278 1.41814 1.06203 1, L 60.57
0,075 1.33416 | 1.38685 1.04732 1. L 60.34
0.08 1.30656 |1.3567 1.03303 1, 1.5 60.12
0,085 1.27991 1.32761 1.01914 1. L. 59.90
0.09 1.25418 1.29955 1.00562 1. 1.3 59.69
0.095 1.22931 1.27247 10.992446 |1. 1.2 59.48
0.1 1.20528 |1.24631 |0.979594 1. L S9.27
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Variance Inflation Factors
Ridge
Parameter MOY SEC UNIV EXP EXPsqu |R-Squared
0.0 1.02 1.49013 1.62411 7.00023 7.31956 65.74
0.005 1.00924 1.45681 1.57883 6.15732 6.42984 65.42
0.01 0.998668 1.42543 1.53733 5.46361 5.69783 65.11
0.015 0.988272 1.39571 1.49894 |4.88577 5.08828 64.82
0,02 0.97805 1.36744 1.46314 |4.39929 4.57529 64.53
0.025 0.967997 |1.34046 |[1.42957 |3.98582 |4.13946 |64.26
0.03 0.958111 1.31463 [1.3979 3.63139 [3.76602 |64.00
0.035 0.948385 1.28985 1.36792 3.32522 3.44357 63.7
0.04 0.938817 |1.26603 [1.33942 |3.0589 3.1632 63.49
0.045 0.929403 1.24308 1.31225 2.82576 2.91789 63.24
0.05 0.920139 1.22096 1.28629 2.62047 2,70199 63.00
0,055 09110 1.19959 1,26141 2.43873 2.51096 62.76
0.06 0.902047 1.17894 1,23753 227705 2.34111 62,53
0.065 0.893213 |1.15896 |1.21457 [2.13256 |2.18941 |62.31
0.07 0.884515 [1.13961 1.19247 [2.00288 [2.05333 [62.08
0,075 0.875951 1.12085 1.17115 1.88603 1.93079 61.86
0.08 0.867517 1.10266 [1.15058 [1.78036 |1.82004 |61.65
0.085 0.859212 ]1.08501 1.1307 1.68446 |[1.71961 61.43
0.09 0.851031 1.06787 1.11147 1.59716 1.62823 61.22
0,095 0.842972 1.05122 1.09285 1.51743 1.54484 61.02
0.1 0.835033 [1.03503 [1.07482 |[1.44442 |1.46852 |60.81
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Model Results for Ridge Parameter = 0,02

Variance

Inflation
Parameter Estimate Factor
CONSTANT 10,5512
MOY -0.299969 1.71869
SEC 0.100081 1.80852
UNIV 0.204298 1.25028
EXP 0.0514648 6.11139
EXPsqu -0.00301287 6.06545

R-Squared = 63.1802 percent
R-Squared (adjusted for d.f.) = 58.7969 percent
Standard Error of Est. = 0.257113
Mean absolute error = 0.150954

Durbin-Watson statistic = 1.45655
TLag 1 residual autocorrelation = 0.025522
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Model Results for Ridge Parameter = 0,02

Variance

Inflation
Paramerer Esrimare Facror
CONSTANT 9. 23443
MOY 0.0810937 0.97805
SEC 0.128758 1.36744
UNIV 0.228153 1.46314
EXP 0.0392733 4.39929
EXPsqu -0.00125197 4 57529

R-Squared = 64.534 percent
R-Squared (adjusted for d.f.) = 63.0183 percent

Standard Error of Est. = 0. 281818
Mean absolute error =0.181632

Durbin-Watson statistic = 1,17624 (P=0.0000)
Lag 1 residual autocorrelation = 0.406726
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