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Explaining Educational Differentials with Rational

Action Theory:

Formalize the Relative Risk Aversion under the Qualitative Differentials.

Shinichi HAMAMOTO
(Graduate student, Graduate School of Education, Tohoku University)

This paper aims to provide a formalized explanation on educational inequality presented by
Breen and Goldthorpe (1997). Breen and Goldthorpe modeling assumed that children act rationally
so that they avoid the downward mobility from their origin. This model has two educational
outcomes, that is “success” and “failure”. In most society, educational transition has three or more
attainments rather than “success” or “failure”. In this paper, we reformulate the model of
educational inequality under the qualitative differentials, and specify the condition that Relative
Risk Aversion makes the difference of transition rate between service class and working class.
Moreover, using Agent Based Simulation, we seek a part of parameter estimates in the model.

According to the formulation and simulation, Relative Risk Aversion model can not
reproduce the empirical relationship of class and educational attainment. In order to approach the
empirical results, Relative Risk Aversion works for only service class. For working class and
under class, the main factor that prevents ther school continuation is schooling cost. Even the
results simulated under maximum likelihood estimator have great gaps between the empirical

results. This suggests other mechanisms on educational inequality.

Keywords : Educational Inequality, Rational Choice, Relative Risk Aversion, Qualitative

Differentials






