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A. Theoretical Appendix

This appendix presents a complete version of the theory in Section I, which
incorporates college reputation into the literature on information and wage for-
mation (Jovanovic, 1979; Farber and Gibbons, 1996; Altonji and Pierret, 2001).
We define a measure of reputation, specify a model of wage setting, and conclude
with derivations of propositions that are the basis for our empirical analyses in
Sections II and III.

A. Ability, admission scores, and college reputation

We let ↵
i

denote the log ability of student i, where we use the term ability
to represent the type of aptitude measured by pre-college admission tests. We
suppose ↵

i

⇠ N(0, 1
⇢

↵

), where ⇢↵ = 1
�

2
↵

is the precision of ↵
i

. For simplicity we

assume all variables are mean zero and normally distributed, and we characterize
their variability using precisions.
We define two measures of ↵

i

. First, we observe each student’s score on a college
admission exam. We denote it by ⌧

i

and assume it provides a noisy measure of
ability:

⌧
i

= ↵
i

+ ✏⌧
i

,

where ⇢⌧ is the precision of ⌧
i

. Second, we define the reputation of a college s to
be the mean admission score of its graduates, and denote it by R

s

:

R
s

= E {⌧
i

|i 2 s} =
1

n
s

X

i2s
⌧
i

,

where n
s

is the number of graduates from college s. Note that this definition im-
plies that for student i randomly selected from college s

i

, we can view reputation
as a signal of the individual admission score and write:

(A1) R
s

i

= ⌧
i

+ ✏R,⌧

i

,

where ⇢R,⌧ is the precision of ✏R,⌧

i

. We define college reputation in this way
because it provides a clear benchmark against which to test various hypotheses
on how reputation relates to wages. Since reputation is a noisy measure of the
admission score, then ⌧

i

is a su�cient statistic for reputation in the following
sense:

(A2) E{↵
i

|⌧
i

, R
s

i

} = E {↵
i

|⌧
i

} .
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If colleges were perfectly selective, then all students at school s would have the
same admission score, such that ⇢R,⌧ = 1. In practice colleges are never perfectly
selective; hence we can suppose that our measure of reputation is less precise than
admission scores: ⇢R,⌧ < 1.
Given (A1) we can write:

R
s

i

= ↵
i

+ ✏⌧
i

+ ✏R,⌧

i

,

and let ⇢R < ⇢⌧ be the precision of the error term ✏⌧
i

+ ✏R,⌧

i

. Given these defini-
tions for the signals of student ability, we use Bayes’ rule to derive three structural
parameters that depend on the precisions of ability, admission scores, and repu-
tation:44

E {↵
i

|⌧
i

} =
⇢⌧

⇢↵ + ⇢⌧
⌧
i

= ⇡↵|⌧⌧
i

(A3)

E {↵
i

|R
s

i

} =
⇢R

⇢↵ + ⇢R
R

s

i

= ⇡↵|RR
s

i

(A4)

E {R
s

i

|⌧
i

} =
⇢R,⌧

⇢⌧ + ⇢R,⌧

⌧
i

= ⇡R|⌧⌧
i

.(A5)

Since 0 < ⇢R < ⇢⌧ < 1, the first two parameters satisfy 0 < ⇡↵|R < ⇡↵|⌧ < 1.
The extent to which colleges are selective is given by ⇡R|⌧ 2 [0, 1], where ⇡R|⌧ = 0
if students are randomly allocated to colleges, and ⇡R|⌧ = 1 if students perfectly
sort by admission scores. Since the number of colleges is less than the number
of students, the assumption of normally distributed ability and test scores is
su�cient to ensure ⇡R|⌧ < 1.

B. Employers’ information and wage setting process

We let ✓
i

denote the log skill of student i and suppose it is given by:

✓
i

= ↵
i

+ v
s

i

.

Skill includes both pre-college ability, ↵
i

, and v
s

i

, which we will interpret as
attributes related to an individual’s membership at college s

i

. These can include
factors that contribute to skill formation at school, such as teaching or peer e↵ects,
as well as access to alumni networks. They can also include individual traits (not
perfectly correlated with ↵

i

) along which individuals select into colleges, such as
family income or individual motivation.
We suppose that the market sets log wages, w

it

, equal to expected skill given

44 Notice that, for example, E {↵
i

|⌧
i

} = ⇢

⌧

⇢

↵+⇢

⌧ ⌧

i

+ ⇢

↵

⇢

↵+⇢

⌧ E {↵
i

} , but we have set E {↵
i

} = 0.
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the information, I
it

, available regarding worker i in period t:

w
it

= E {✓
i

|I
it

}+ h
it

.

h
it

is time-varying human capital growth due to experience and on the job train-
ing; it may also vary with graduation cohort and other time-invariant control
variables. We follow the literature on the Mincer wage equation (see Lemieux,
2006) and net out human capital growth to consider equations of the form:

ŵ
it

= w
it

� h
it

= E {✓
i

|I
it

} .

We use log wages net of human capital growth, ŵ
it

, to focus on the time-invariant
component of skill that is generated by schooling and revealed over time. Farber
and Gibbons (1996) observe that this leads to a martingale representation for
wages. In particular, it implies that for t � 1, innovations in wages cannot be
forecasted with current information:

E {ŵ
it

� ŵ
i,t�1|Ii,t�1} = 0.

We suppose that employers’ information set, I
it

, includes college reputation,
R

s

i

.45 While employers likely care about individuals’ pre-college ability as cap-
tured by R

s

i

, they also care about other attributes related to graduates’ post-
college skill. We therefore define a college’s labor market reputation as the ex-
pected skill of its graduates: R

s

= E{✓
i

|i 2 s}. It follows that ✓
i2s ⇠ N(R

s

i

, 1
⇢

R ),

where ⇢R denotes the precision of R
s

.46

Our data do not contain R
s

, and it may di↵er from R
s

if colleges with higher
reputation provide more value added or select students students based upon di-
mensions of ability that are not observable to us. For instance, if colleges pre-
fer motivated students, and students prefer more value added, there will be a
positive correlation between our measure of reputation, R

s

, and other college
membership attributes, v

s

. To allow for this possibility we suppose v
s

satisfies
E {v

s

|R
s

} = v0 + v1Rs

, where v1 > 0 is the reputation premium.

Thus, employers observe a signal of worker i’s skill given by the labor market
reputation of her college of origin:

R
s

i

= E {↵
i

+ v
s

i

|R
s

i

}
= ⇡↵|RR

s

i

+ v0 + v1Rs

i

.(A6)

45 Employers likely observe college identity, but they may not perfectly observe our measure of rep-
utation. Below we discuss how our definition helps to address the possibility that this assumption does
not hold.

46 The precision, ⇢R, could also be indexed by s and hence be school-specific. We did not find robust
evidence that the variance has a clear e↵ect on earnings, and so set this aside for further research.

3



In other words, labor market reputation captures employers’ expectations of abil-
ity, ↵

i

, and attributes related to college membership, v
s

, under the assumption
that they observe our measure of reputation, R

s

.
Following Farber and Gibbons (1996), firms observe other signals of worker

skill—not including labor market reputation—that are available at the time of
hiring but are not visible to us. For instance, employers might obtain such in-
formation by conducting job interviews or obtaining references. We denote this
information by:

(A7) y
i

= ↵
i

+ v
s

+ ✏
i

,

with associated precision ⇢y. Importantly, we assume y
i

does not include ⌧
i

; that
is, employers do not observe a graduate’s individual admission test score. This
is consistent with the assumption in the employer learning literature that AFQT
scores are unobserved.
Lastly, employers observe signals related to worker output after employment

begins:

(A8) y
it

= ↵
i

+ v
s

+ ✏
it

,

where ✏
it

includes human capital growth and other fluctuations in worker output.
We suppose these are observed after setting wages in each period t, where t = 0
stands for the year of college graduation. We let ȳ

it

= 1
t+1

P
t

k=0 yik denote mean
worker output and suppose that the precision of y

it

is time invariant and denoted
by ⇢ȳ.47

The market’s information set regarding student i in period t is thus I
it

=
{R

s

i

, y
i

, y
i0, ..., yi,t�1}. Bayesian learning implies that log wages net of human

capital growth satisfy:

(A9) ŵ
it

= ⇡R
t

R
s

i

+ ⇡y

t

y
i

+
⇣
1� ⇡R

t

� ⇡y

t

⌘
ȳ
i,t�1,

where the weights on the signals are given by:

⇡R
t

=
⇢R

⇢R + ⇢y + t⇢ȳ
(A10)

⇡y

t

=
⇢y

⇢R + ⇢y + t⇢ȳ
.

Note that ⇡R
t

,⇡y

t

! 0 as wages incorporate the new information from worker
output.

47 The assumption that the precision of y
it

is time stationary also follows Farber and Gibbons (1996).
We note that this assumption implies that any human capital growth included in ✏

it

is not serially
correlated.
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C. Regressions on characteristics in our data

Equation (A9) describes employers’ wage setting process given the information
they observe, I

it

. We do not observe I
it

, and instead derive the implications of the
wage equation for regressions on characteristics in our data. We use regressions
that include controls for experience and graduation cohort to capture the time-
varying e↵ects (recall from above that ŵ

it

= w
it

� h
it

). Here we focus upon the
implications of the model for the relationship between the signals of individual
ability and wages net of human capital growth. In particular, we consider three
regressions:

ŵ
it

= ru
t

R
s

i

+ eR
it

(A11)

ŵ
it

= au
t

⌧
i

+ e⌧
it

(A12)

ŵ
it

= r
t

R
s

i

+ a
t

⌧
i

+ e
it

,(A13)

where the e
it

variables are residuals. We define the coe�cient on reputation in
(A11), ru

t

, as the unconditional return to reputation at time t. The coe�cient on
the admission score in (A12), au

t

, is the unconditional return to ability. Specifica-
tion (A13) estimates the conditional return to reputation, r

t

, and the conditional
return to ability, a

t

.

To derive the values of these coe�cients, we plug the definitions for R
s

, y
i

, and
ȳ
i,t�1 from (A6)-(A8) into the wage equation (A9):

ŵ
it

= ⇡R
t

⇣
⇡↵|RR

s

i

+ v0 + v1Rs

i

⌘
+ ⇡y

t

(↵
i

+ v
s

+ ✏
i

)

+
⇣
1� ⇡R

t

� ⇡y

t

⌘
(↵

i

+ v
s

+ ✏̄
i,t�1)

= v0 + v1Rs

i

+ ⇡R
t

⇡↵|RR
s

i

+
⇣
1� ⇡R

t

⌘
↵
i

+ ✏w
it

,(A14)

where ✏w
it

=
�
1� ⇡R

t

�
(v

s

� v0 � v1Rs

i

+ ✏̄
i,t�1) + ⇡y

t

(✏
i

� ✏̄
i,t�1) .

To generate predictions for our three regressions, we take expectations of (A14)
with respect to reputation, R

s

, and the admission score, ⌧
i

. For this we use the
structural parameters defined by (A3)-(A5). Regression (A11) is given by:

E {ŵ
it

|R
s

i

} = v0 + v1Rs

i

+ ⇡R
t

⇡↵|RR
s

i

+
⇣
1� ⇡R

t

⌘
⇡↵|RR

s

i

= v0 +
⇣
v1 + ⇡↵|R

⌘
R

s

i

.(A15)
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Regression (A12) is given by:

E {ŵ
it

|⌧
i

} = v0 + v1⇡
R|⌧⌧

i

+ ⇡R
t

⇡↵|R⇡R|⌧⌧
i

+
⇣
1� ⇡R

t

⌘
⇡↵|⌧⌧

i

= v0 +
⇣
v1⇡

R|⌧ + ⇡↵|⌧ � ⇡R
t

(⇡↵|⌧ � ⇡↵|R⇡R|⌧ )
⌘
⌧
i

.(A16)

Finally, regression (A13) requires taking expectations of (A14) with respect to
both R

s

i

and ⌧
i

, and it uses the su�cient statistic assumption (A2):

E {ŵ
it

|R
s

i

, ⌧
i

} = v0 + v1Rs

i

+ ⇡R
t

⇡↵|RR
s

i

+
⇣
1� ⇡R

t

⌘
⇡↵|⌧⌧

i

= v0 +
⇣
v1 + ⇡R

t

⇡↵|R
⌘
R

s

i

+
⇣
⇡↵|⌧ � ⇡R

t

⇡↵|⌧
⌘
⌧
i

.(A17)

From equations (A15)-(A17) we can define the coe�cients on reputation and
the admission score in the regressions (A11)-(A13):

ru
t

= v1 + ⇡↵|R(A18)

au
t

= v1⇡
R|⌧ + ⇡↵|⌧ � ⇡R

t

⇣
⇡↵|⌧ � ⇡↵|R⇡R|⌧

⌘
(A19)

r
t

= v1 + ⇡R
t

⇡↵|R(A20)

a
t

= ⇡↵|⌧ � ⇡R
t

⇡↵|⌧ .(A21)

These coe�cients form the basis for Propositions 1 and 2.

D. Predictions for the introduction of a college exit exam

In Section II we ask how the conditional returns to reputation and ability were
a↵ected by the introduction of another measure that graduates could use to signal
their ability—a college exit exam. We suppose that the exit exam increases the
amount of information regarding the skill of student i contained in y

i

, such that
its precision is ⇢y,exit > ⇢y when the exit exam is o↵ered. This could originate
in multiple channels, including students listing exit exam scores on their CVs,
receiving reference letters as a result of their performance, or modifying job search
behavior after learning their position in the national distribution of exam takers.

From the definition of ⇡R
t

in (A10), note that ⇢y,exit > ⇢y implies ⇡R,exit

t

< ⇡R
t

for every t, where ⇡R,exit

t

is the weight on labor market reputation in the presence
of the exit exam. Let �

i

= 1 if and only if a student is exposed to the possibility
of writing the exit exam. We can rewrite the joint regression (A13) as follows:

ŵ
it

= (1� �
i

) (r
t

R
s

i

+ a
t

⌧
i

) + �
i

�
rexit
t

R
s

i

+ aexit
t

⌧
i

�
+ eexit

it

= (r
t

R
s

i

+ a
t

⌧
i

) + �
i

(�r

t

R
s

i

+ �a

t

⌧
i

) + eexit
it

,(A22)
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where:

�r

t

= rexit
t

� r
t

=
⇣
⇡R,exit

t

� ⇡R
t

⌘
⇡↵|R < 0,(A23)

�a

t

= aexit
t

� a
t

=
⇣
⇡R
t

� ⇡R,exit

t

⌘
⇡↵|⌧ > 0.(A24)

The simplifications of �r

t

and �a

t

follow from the values of the conditional returns
to reputation and ability in (A20) and (A21).48 This in turn implies:

PROPOSITION 1: If wages are set to expected skill given the available informa-
tion (equation (A9)), then the introduction of an exit exam reduces the return to
college reputation (�r

t

< 0) and increases the return to ability (�a

t

> 0).

We examine the empirical evidence related to Proposition 1 in Section II.

E. Predictions for earnings growth

In Section III, we describe how the returns to reputation and ability change
with experience, t, thereby comparing college reputation to other signals of ability
studied in the literature. The coe�cient values given by equations (A18)-(A21)
imply the following proposition:

PROPOSITION 2: If wages are set equal to expected skill given the available
information (equation (A9)), then:

1) The unconditional return to reputation, ru
t

, does not change with experience.

2) The unconditional return to ability, au
t

, rises with experience.

3) The conditional return to reputation, r
t

, is smaller than the unconditional
return, and with experience falls to v1, the reputation premium.

4) The conditional return to ability, a
t

, is smaller than the unconditional re-
turn, and rises with experience.

Part (1) holds because ru
t

does not depend on t. Part (2) holds because �⇡R
t

is
increasing with t, ⇡↵|⌧ > ⇡↵|R, and ⇡R|⌧ < 1. Part (3) follows from ⇡R

t

decreasing
with t, ⇡R

t

< 1, and ⇡↵|R > 0. Part (4) holds if v1,⇡↵|⌧ ,⇡↵|R,⇡R|⌧ ,⇡R
t

> 0.

48 Since our regressions use log wages, the experience profiles reflect the reduction in uncertainty as
information accumulates about the worker. Experience profiles can therefore di↵er for individuals with
d

i

= 1 and �

i

= 0. To account for such e↵ects, in the regressions below we include controls for experience
that vary with individuals’ potential access to the exit exams.
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Note that if reputation is imperfectly observed, its unconditional return should
rise with experience, mirroring the prediction for admission scores in part (2).
The possibility that employers do not perfectly observe reputation does not alter
the prediction in part (3), however, as any employer learning about reputation
should be reflected in the conditional admission score coe�cients.
We take the predictions from Proposition 2 to the data in Section III and

Appendix B.I.

F. Signaling vs. accountability e↵ects of the exit exam

In this section we develop three additional propositions that we discuss but do
not present formally in the paper. This provides a way of testing for e↵ects of
the exit exams other than those related to signaling. For example, the exams
may have prompted colleges to undertake accountability-related reforms, such as
modifying their curricula or adding test-preparation sessions. Individuals may
also have worked harder in preparation for the exams.
Such accountability e↵ects would a↵ect the skills a student developed while in

college, rather than their pre-college ability. In our model, such post-enrollment
attributes are given by v

s

, which satisfies E {v
s

|R
s

} = v0+v1Rs

. Thus to test how
the exit exams a↵ected the return to reputation, we allow the v1 term to di↵er
between students with and without access to the exams. Specifically, we let vexit1
denote college membership attributes for students with access to exit exams, while
v1 represents such traits for students without access to exams. With this extra
notation we can derive predicted e↵ects on the conditional returns to reputation
and ability using equations (A20), (A21), and (A22):

�r

t

= rexit
t

� r
t

=
�
vexit1 � v1

�
+
⇣
⇡R,exit

t

� ⇡R
t

⌘
⇡↵|R,(A25)

�a

t

= aexit
t

� a
t

=
⇣
⇡R
t

� ⇡R,exit

t

⌘
⇡↵|⌧ .(A26)

Note that the reputation e↵ect of the exit exams, �r

t

, has an extra term (vexit1 �v1)
relative to that in (A23), but the ability e↵ect, �a

t

, is identical. This arises
because reputation, R

s

, is a better predictor of college membership attributes
than individual admission scores, ⌧

i

.
Now suppose that the introduction of the exit exams had accountability e↵ects

but no implications for signaling based on college reputation. In terms of the
model, this means that vexit1 6= v1 but ⇡R,exit

t

= ⇡R
t

. Equations (A25) and (A26)
thus yield a non-zero e↵ect on the conditional return to reputation, �r

t

, and a
zero e↵ect on the conditional return to ability, �a

t

. This result is summarized in
the follow proposition:
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PROPOSITION 3: If the introduction of an exit exam has accountability e↵ects

(vexit1 6= v1) but no signaling e↵ects (⇡R,exit

t

= ⇡R
t

), then the conditional return
to college reputation should change (�r

t

6= 0) and the conditional return to ability
should be una↵ected (�a

t

= 0).

It is also useful to explore the e↵ects of the exit exams on the unconditional
returns to reputation and ability. Using equations (A18) and (A19), we have:

�u,r

t

= ru,exit
t

� ru
t

= vexit1 � v1,(A27)

�u,a

t

= au,exit
t

� au
t

=
�
vexit1 � v1

�
⇡R|⌧ +

⇣
⇡R
t

� ⇡R,exit

t

⌘⇣
⇡↵|⌧ � ⇡↵|R⇡R|⌧

⌘
.(A28)

If we assume that the exit exams had signaling e↵ects (⇡R,exit

t

< ⇡R
t

) but no
accountability e↵ects (vexit1 = v1), then we should observe �u,r

t

= 0 and �u,a

t

> 0.
Note also that under these assumptions the e↵ect of the exit exams on the uncon-
ditional return to ability in (A28) should be smaller than that on the conditional
return to ability in (A26). This is summarized in the following proposition:

PROPOSITION 4: If the introduction of an exit exam has signaling e↵ects (⇡R,exit

t

<
⇡R
t

) but no accountability e↵ects (vexit1 = v1), then the unconditional return to
college reputation should not change (�u,r

t

= 0) and the unconditional return to
ability should increase but be smaller than the conditional return (0 < �u,a

t

< �a

t

).

If instead we assume that the introduction of the exit exams had accountability
e↵ects (vexit1 6= v1) but no signaling e↵ects (⇡R,exit

t

= ⇡R
t

), then we should find
a non-zero e↵ect on both the unconditional return to reputation, �u,r

t

, and to
ability, �u,a

t

. Importantly, these e↵ects should have the same sign, as the changes
in v1 can be measured by either R

s

or ⌧
i

when we include these terms individually.
This yields the proposition:

PROPOSITION 5: If the introduction of an exit exam has accountability e↵ects

(vexit1 6= v1) but no signaling e↵ects (⇡R,exit

t

= ⇡R
t

), then the unconditional returns
to reputation and ability should change (�u,r

t

6= 0, �u,a

t

6= 0) and should have the
same sign.

Propositions 3, 4, and 5 provide a rich set of predictions that allow us to explore
whether the exit exam e↵ects are likely to be the result of signaling or accountabil-
ity mechanisms. We discuss the empirical evidence related to these predictions
in Section II.F.
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B. Empirical Appendix

This appendix provides details on the samples and further robustness checks
for the empirical analyses in Sections II and III.

A. Matching college programs to exit exam fields

This section describes the matching of exit exam fields to college programs,
which allows us to define a treatment variable for Section II. Columns (A) and
(B) in Table B1 (and the table notes) list the 55 field exams that were intro-
duced between 2004 and 2007. In 2009, a “generic competency” (competencias
genéricas) exam was made available for programs without a corresponding field.
Although the exit exams were field-specific, during the period we study there

was no formal system assigning college majors to exam fields. This match is
necessary to determine which majors were treated. We therefore perform this
assignment ourselves, using three di↵erent approaches. In our benchmark ap-
proach, we consider all college majors belonging to the Ministry of Education’s
54 core knowledge groups. These groups—which we label programs—aggregate
approximately 2,000 college major names that vary across and within schools. For
instance, the Ministry might combine a major named Business Administration at
one college with one labeled Business Management at another if it considers that
these have similar content. We assign each of the 54 programs to one of the 55
exam fields if one of the key words in the program name appears in the name
of the field exam. We assign programs without any matching key words to the
generic competency exam introduced in 2009.49 Column (C) in Table B1 shows
the resulting match of programs and exit exam fields. This is a more detailed
version of the match displayed in Table 1 of Section II.
A second approach is to match programs to fields based on the most common

exam students in each program took in 2009, when all fields and the generic
exam were available. In this alternate procedure, we compute the percentage
of 2009 test takers in each program that took a field exam introduced in 2004,
2005, 2006, or 2007, and the percentage that took the generic exam. We assign
each program to an exit exam year using the maximum of these five percentages.
This procedures di↵ers from the name-matching method in only four programs:
mathematics (matemáticas, estad́ıstica y afines), chemistry (qúımica y afines),
agricultural and forest engineering (ingenieŕıa agŕıcola, forestal y afines), and
mining and metallurgical engineering (ingenieŕıa de minas, metalurgia y afines).50

49 We define a “key word” as one that appears in only one of the 54 program names, ignoring articles
and removing plural endings. If a program has no key word because its name is duplicated in other
programs, we set the key word to the entire program name, ignoring the words “and related” (“y afines”).
If we match a program to multiple fields, we use the field with an identical name if possible or the field
with the earliest introduction date otherwise. In the Ministry of Education’s classification, educación is
the program group for all education degree (licenciatura) programs, so we assign educación to the seven
licenciatura exams introduced in 2004 and exclude these exams for matching with other programs.

50 This procedure matches mathematics and chemistry to the generic exam rather than the math-

10



T
ab

le
B
1—

E
xi
t
ex
am

fi
el
d
s,

co
ll
eg
e
p
ro
gr
am

s,
an

d
sa
m
p
le

se
le
ct
io
n

(
A
)

(
B
)

(
C
)

(
D

)
(
E
)

(
F
)

(
G

)

Y
e
a
r

E
x
it

e
x
a
m

fi
e
ld

C
o
ll
e
g
e

p
r
o
g
r
a
m

P
r
o
g
r
a
m

a
r
e
a

G
r
a
d
u
a
t
e
s

C
o
ll
e
g
e
s

In
c
lu

d
e
d

2
0
0
4

M
e
d
ic

in
a

v
e
t
e
r
in

a
r
ia

M
e
d
ic

in
a

v
e
t
e
r
in

a
r
ia

A
g
r
o
n
o
m

y
2
,0

5
5

2
Y

Z
o
o
t
e
c
n
ia

Z
o
o
t
e
c
n
ia

A
g
r
o
n
o
m

y
1
,1

4
4

1
In

g
e
n
ie

ŕ
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ió

n
A
d
m

in
is
t
r
a
c
ió
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ŕ
ıa

d
e

s
is
t
e
m

a
s
,
t
e
le

m
a
t
ic

a
y

a
fi
n
e
s

E
n
g
in

e
e
r
in

g
1
1
,3

1
2

2
5

Y
In

g
e
n
ie

ŕ
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ŕ
ıa

a
g
r
o
n
ó
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ŕ
ıa

a
g
ŕ
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é
t
ic

a
H
e
a
lt
h

1
,0

1
9

3
Y

O
p
t
o
m

e
t
ŕ
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ǘ
ıs
t
ic

a
y

a
fi
n
e
s

S
o
c
ia

l
s
c
ie

n
c
e
s

8
4
1

4
Y

A
n
t
r
o
p
o
lo

ǵ
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té
cn

ic
o
en

el
ec
tr
ó
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Mining and metallurgical engineering is the only one of these four programs that
appears in our final sample.
In 2011, the agency that administers the exit exam began assigning programs

from each college to one of 17 “reference groups,” and they required each group
to take di↵erent components. For a third procedure for matching programs to
fields, we obtained these reference groups for the 2013 exam, but this test is
significantly di↵erent from the 2004–2009 tests covered in Table B1; it contains
numerous subject-specific modules and several common components. We assume
reference groups that took the generic exam module in 2013 had no exit exam field
for the 2003–2009 cohorts. We assume all other reference groups received an exit
exam field starting with the 2005 cohort except for the natural sciences group,
which received an exit exam field starting with the 2006 cohort. We then select
the sample following all procedures described in Appendix B.C with reference
groups as our program variable.

B. Sensitivity of exit exam e↵ects to field-program matching

Table B2 tests the sensitivity of our exit exam results to the three field-program
matching procedures described in Appendix B.A. In column (A), we replicate
our benchmark results from Table 3, which matches exit exam fields to college
programs based on their names.
In column (B), we match fields to programs based on the most common exam

students in each program took in 2009. In our final sample, the assignment of
programs to exit exam fields under this procedure di↵ers from that in the name-
matching method for only one program. The estimated e↵ects in column (B) are
thus similar to our benchmark specification. We use the name-matching procedure
for our main results, however, because students’ exam choices are potentially
endogenous.
Column (C) uses the exam agency’s 17 “reference groups” as our definition of

programs. Our results are qualitatively similar under this procedure, though the
reputation e↵ect is smaller in magnitude with this coarser definition of treatment.
We prefer using the Ministry of Education’s programs to define treatment because
they align better with the granularity of the 2004–2009 exam fields.

C. Section II sample

In this section we describe how we select the cohorts, programs, and colleges
we include in our empirical analysis in Section II.
Our sample includes the 2003–2009 graduation cohorts. While our dataset

covers students who enrolled in 1998–2012, there are few graduates before 2003

ematics and chemistry fields because the exit exam fields were less widely adopted in these programs.
Agricultural and forest engineering is assigned to the 2005 exam group rather than the agricultural en-
gineering field because 2009 test takers most commonly took the forest engineering field exam. Lastly,
mining and metallurgical engineering is assigned to the 2005 exam group rather than the generic exam
because students most commonly took the petroleum engineering field (ingenieŕıa de petróleos).
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Table B2—Sensitivity of exit exam e↵ects to field-program matching

Dependent variable: log average daily earnings

(A) (B) (C)

Most Reference
Benchmark frequent groups for
specification 2009 field 2013 exam

Reputation ⇥ �

pc

�0.041 �0.040 �0.026
(0.017) (0.017) (0.020)

Icfes ⇥ �

pc

0.017 0.017 0.014
(0.006) (0.006) (0.004)

N 581,802 581,802 681,077
R

2 0.258 0.258 0.234
# programs 39 39 17

Note: All columns report coe�cients on the interactions of reputation and Icfes with the treatment
variable �

pc

. All regressions include a quadratic in experience interacted with program dummies, dummies
for program-cohort cells, and interactions of both reputation and Icfes with program and cohort dummies.
The sample for each regression includes experience 0–9. Parentheses contain standard errors clustered
at the program level.
Column (A) is identical to column (A) in Table 3. All other columns estimate this same specification
with di↵erent definitions of the treatment variable �

pc

. Column (B) defines treatment using the most
common exam field taken by students from each program in 2009. Column (C) defines treatment using
the Colombian Institute for Educational Evaluation’s 2013 “reference groups.” See Appendix B.A for
details.

because students typically take at least five years to graduate. Further, we drop
the 2010–2012 graduates in order to focus cleanly on the period in which signals
of field-specific skill were introduced into a subset of fields. This is no longer
clearly the case after the 2009 cohort due to several structural changes in the exit
exams.51

We define potential labor market experience, t, as calendar year minus gradu-
ation cohort, and drop any earnings observations prior to graduation. Our final
sample therefore includes 2008–2012 earnings for 2003–2008 graduates and 2009–
2012 earnings for 2009 graduates.
Two factors motivate how we select programs and colleges for our sample. First,

our empirical specification will estimate the return to reputation for students in
the same program and cohort. This return is imprecisely estimated when there are
few students in the same school, program, and cohort, or when few colleges o↵er a
given program. Second, our identification comes from the staggered introduction
of the exit exam fields. Columns (D) and (E) in Table B1 show the Ministry
of Education’s categorization of programs into eight “program areas,” and the
number of 2003–2009 graduates in each program. Exam fields for most large
programs in business, health, and engineering were introduced immediately in
2004. Field exams were delayed or never created for mostly smaller programs

51 In 2009 common components in English and reading comprehension were introduced for all test
takers, and a required generic exam for those not taking a field test was made available. Furthermore,
22 of the field exams were removed in 2010–2011 and replaced with more aggregate exam modules.
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in natural sciences, social sciences, and fine arts. Identification thus directly
counteracts precision by requiring we include smaller programs o↵ered by fewer
colleges.
Our final sample balances these considerations. We begin with 367,526 gradu-

ates from 133 colleges.52 Roughly 25 percent of these students never appear in
our earnings records, and about 20 percent are missing Icfes scores or program
variables. Excluding these leaves 225,856 graduates.
We then calculate the number of earnings observations across all experience

levels for each school-program-cohort and drop cells below the 10th percentile
number of observations. After trimming, we drop school-programs with missing
cohorts to balance the composition across all seven cohorts. Trimming eliminates
ten percent of the sample with non-missing data and balancing the sample elim-
inates about 25 percent more. After this step, there are 147,788 graduates from
94 colleges.
Finally, in order to identify a return to college reputation, each program must

be o↵ered by at least two colleges. Column (F) in Table B1 shows the number
of colleges that o↵er each program after trimming and balancing the sample. We
exclude any program o↵ered at a single school.
The final sample includes the 39 programs with a “Y” in column (G) and

any colleges that o↵er those programs after trimming and balancing. This covers
146,052 graduates from 94 colleges. We observe four years of earnings per student
on average, resulting in 581,802 total observations.
Table 2 in Section II displays summary statistics for the final sample. Table B3

here displays analogous summary statistics for students excluded in the process
described above. The excluded population is about 50 percent larger in size than
the sample for Section II, but it has fewer total earnings observations. In general
excluded students have only slightly lower Icfes scores but attend colleges with
reputations that are on average four percentile points lower. Their average return
to reputation is about six percentage points lower, but they have a similar average
return to Icfes.53

D. Sensitivity of exit exam e↵ects to sample selection

Table B4 tests the sensitivity of our exit exam results to the sample selection
procedure described in Appendix B.C. Column (A) of this table reprints our
benchmark results from column (A) of Table 3.
In our benchmark sample, we calculate the number of observations in each

school-program-cohort cell and exclude cells below the 10th percentile. We exclude
small school-program-cohorts because our empirical specification requires that we

52 As stated we consider only graduating students who obtained 4–5 year degrees, the equivalent of
bachelor degrees in the U.S. The sample for Section II begins with 136 colleges, but three of these only
have 2010–2011 graduates in our records.

53 In most cases, sample sizes are large enough that we can reject equality of mean characteristics
between included (Table 2) and excluded (Table B3) students.
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Table B3—Summary statistics for Section II excluded students

Year program received exit exam
Variable 2004 2005 2006 2007 2009 All

# graduates in 2003–2009 183,206 7,042 1,240 622 29,364 221,474
# earnings obs. in 2008–2012 440,635 18,648 2,747 1,808 74,090 537,928

# programs 30 5 1 1 18 55
# colleges 133 29 10 6 86 133

Reputation 6.97 8.25 6.33 6.59 7.63 7.09
(1.21) (1.08) (0.87) (0.66) (1.11) (1.23)

Icfes 7.52 9.03 6.18 6.20 7.80 7.61
(2.39) (1.32) (2.45) (2.34) (2.19) (2.35)

Log average daily earnings 10.83 10.96 10.62 10.33 10.76 10.82
(0.67) (0.72) (0.57) (0.45) (0.71) (0.68)

Return to reputation 0.080 0.040 0.060 1.393 0.041 0.075
(0.021) (0.055) (0.033) (0.121) (0.032) (0.017)

Return to ability 0.020 0.022 -0.020 -0.013 0.065 0.028
(0.005) (0.029) (0.012) (0.027) (0.015) (0.005)

Note: This table presents summary statistics for 2003–2009 graduates in our records that are excluded
from the main analysis sample in Section II (i.e., those not included in Table 2). All variables are defined
identically as in Table 2. Note that one reason we excluded these students is due to missing values on
certain variables, so the statistics in this table are averages for only students who have values of each
variable.

calculate returns to reputation and Icfes within each program and cohort, and
these returns are imprecisely estimated with few observations. After trimming, we
balance the panel so that our sample includes only school-programs that appear
in all seven cohorts (2003–2009).
Columns (B)-(D) use di↵erent percentiles for the number of observations below

which we drop small school-program-cohort cells. Columns (B), (C), and (D) use
no trimming, the 5th percentile, and the 25th percentile. In all cases we balance
the sample after trimming so that each remaining school-program appears in all
seven cohorts. All other sample selection methods follow as in Appendix B.C.
The signs are consistent across all trimming thresholds, though the reputation
coe�cient loses significance when we trim at the 25th percentile, and the Icfes
coe�cient loses significance when we trim at the 5th percentile or do not trim.
The variation in statistical significance across trimming thresholds reflects the
data demands of our empirical strategy, though the consistency of the signs is
reassuring.
Columns (E) and (F) use di↵erent minimums for the number of schools that we

require to o↵er each program. Our main specification in column (A) requires the
bare minimum necessary to identify a return to reputation within each program:
each program must be o↵ered by two or more colleges. Columns (E) and (F)
require that each program must be o↵ered by three or more, and four or more,
colleges. All other sample selection methods follow as in Appendix B.C. Our
results are not sensitive to this choice.
Table 6 in Section II shows that the exit exam may have increased time to
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graduation. This suggests that graduation cohort may be endogenous in the es-
timation of our reputation and Icfes e↵ects. Column (G) addresses this issue by
defining a sample based on predicted graduation cohort rather than actual grad-
uation cohort. Most university programs in Colombia have an o�cial duration
of ten semesters, so we define predicted graduation as five years after enrollment.
The sample includes students predicted to graduate in 2003–2009—i.e., those
who enrolled in 1998–2004—regardless of when they actually graduated. Because
selective graduation also a↵ects labor market experience, we redefine potential
experience as years since predicted graduation, rather than years since actual
graduation. The specification for column (G) is otherwise identical to column
(A) with cohort and potential experience defined by predicted graduation.
Column (G) shows that the estimates from this regression are similar to our

benchmark specification, which suggests that selective graduation timing is not
driving our main results.

E. Returns to reputation and ability by program-cohort

Our regression analysis in Section II is derived from a two-step estimation
procedure. The first step equation (6) estimates conditional returns to reputation
and ability separately for each program and cohort. The second step equation (7)
relates these returns to the availability of the exit exam, captured in our treatment
variable, �

pc

. Our benchmark specification (8) combines these two steps into a
single regression.
To illustrate this procedure, Table B5 presents program-cohort specific returns

from a regression similar to the first-step specification (6). Columns (A)-(C)
display the 39 programs in our sample and the introduction year of the exit exam
field we assigned to each program (see Table B1). Columns (F) and (G) present
the conditional returns to reputation for each program and cohort, r̂

pc

, except we
use only two cohort groups: students who graduated before the introduction of
any exit exams (2003–2004) and those who graduated after the first field exams
became available (2005–2009). Column (H) reports the di↵erence between pre-
and post-exam returns for each program. Columns (I)-(K) similarly show the
program-cohort returns to ability, â

pc

, and their di↵erence.
As shown in Table 2, most of our identification comes from a comparison of pro-

grams that received exit exams in the first year (“2004 programs”) and programs
that never received an exam during our period of analysis (“2009 programs”).
We can thus illustrate our main results with a simple 2 ⇥ 2 di↵erence in di↵er-
ences analysis using these two groups. The bottom rows of Table B5 show the
average pre- and post-exam returns to reputation and ability for 2004 and 2009
programs.54 The boxed numbers report the 2 ⇥ 2 di↵erence in di↵erences esti-
mates. For example, the return to reputation declined from 13.8 to 9.8 percent in

54 Averages are weighted by each coe�cient’s inverse squared standard error from the first-step re-
gression.
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ǵ
ıa

6
,3

0
4

6
0
.0

3
0
.0

5
0
.0

2
0
.0

3
0
.0

2
-0

.0
1

H
e
a
lt
h

N
u
t
r
ic

ió
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ŕ
ıa

,
o
t
r
o
s

p
r
o
g
.

d
e

c
ie

n
c
ia

s
d
e

la
s
a
lu

d
1
,8

9
5

3
0
.0

8
-0

.0
1

-0
.0

9
-0

.0
1

0
.0

0
0
.0

2
S
o
c
ia

l
s
c
ie

n
c
e
s

P
s
ic

o
lo

ǵ
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ú
r
g
ic

a
4
,5

1
6

5
-0

.2
2

0
.0

3
0
.2

6
0
.0

2
0
.0

2
0
.0

1

2
0
0
9

E
n
g
in

e
e
r
in

g
In

g
e
n
ie

ŕ
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ñ
o

1
2
,6

4
1

7
0
.0

2
0
.0

4
0
.0

2
0
.0

4
0
.0

1
-0

.0
2

F
in

e
a
r
t
s

P
u
b
lic

id
a
d

y
a
fin

e
s

3
,4

1
2

5
-0

.0
1

0
.0

0
0
.0

2
0
.0

3
0
.0

2
-0

.0
1

F
in

e
a
r
t
s

A
r
t
e
s

p
lá
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2004 programs, but was unchanged at 3.0 percent in 2009 programs. The di↵er-
ence in di↵erences estimate is thus roughly �4 percent, similar to our benchmark
coe�cient in Table 3. The 2⇥ 2 estimate for the return to ability is 2.1 percent,
which is also close to our benchmark result.
Table B5 also helps to explain the estimates in columns (E) and (F) of Table

3. These estimates restrict identification to programs with similar pre-exit exam
returns to reputation and ability. Columns (F) and (I) in Table B5 show these
pre-exam returns.55 Though 2004 programs generally have higher returns to
reputation and lower returns to ability, there are exceptions to both cases. This
allows us to match 2004 programs to delayed exit exam programs that have similar
returns.

F. Exit exam e↵ects on the returns to other characteristics

An alternative hypothesis for our main results is that the exit exams a↵ected
signaling on observable characteristics other than college reputation. To explore
this hypothesis, in Table B6 we replicate our benchmark regression (column (A)
in Table 3) replacing the reputation terms with other individual characteristics
that may be at least partially observable to employers.
Column (A) replicates our benchmark results using college reputation. Columns

(B)-(D) replace reputation with indicators for gender, mother’s education, and
family income, respectively. In each regression, the return to these other char-
acteristics declines with the exit exam, but none of the e↵ects are statistically
significant. Further, the Icfes e↵ects in all these regressions are also statistically
insignificant. In column (E), we include terms for all characteristics jointly; only
the Icfes and reputation e↵ects are statistically significant.
Although we cannot rule out signaling e↵ects on characteristics not included in

our data, the results in Table B6 provide evidence that the strongest e↵ects of
the exit exams were on the returns to college reputation.

G. Balance tests

Section II.F discusses three balance tests that ask if the exit exam rollout was
correlated with sorting into colleges or programs, or with the probability of formal
employment. Table B7 shows the results from these balance tests. These esti-
mates are from simple di↵erences in di↵erences regressions that include program
dummies, cohort dummies, and our indicator for exposure to the exit exams, �

pc

.
The dependent variable for each regression is listed in the column header.
In columns (A) and (B), the dependent variables are college reputation, R

s

,
and Icfes percentile, ⌧

i

. If the field-specific introduction of the exit exam was

55 In actuality, the pre-exit exam returns in Table B5 are estimated in a regression that also includes
2005–2009 graduates, while the pre-exit exam returns used for columns (E)-(F) of Table 3 are from a
specification including only 2003–2004 cohorts. This has little e↵ect on the returns displayed in Table
B5.
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Table B6—Exit exam e↵ects on the returns to other characteristics

Dependent variable: log average daily earnings

(A) (B) (C) (D) (E)

Icfes ⇥ �

pc

0.017 0.006 0.007 0.007 0.018
(0.006) (0.006) (0.006) (0.008) (0.006)

Reputation ⇥ �

pc

�0.041 �0.036
(0.017) (0.016)

Male ⇥ �

pc

�0.021 �0.023
(0.015) (0.015)

College mother ⇥ �

pc

�0.036 �0.026
(0.035) (0.036)

High income ⇥ �

pc

�0.039 �0.031
(0.030) (0.038)

N 581,802 581,645 576,945 576,332 574,803
R

2 0.258 0.232 0.236 0.237 0.263
# programs 39 39 39 39 39

Mean return to ability 0.029 0.068 0.062 0.064 0.024
Mean return to reputation 0.133 0.125
Mean return to gender 0.038 0.038
Mean return to mother’s ed 0.123 0.076
Mean return to income 0.115 0.066

Note: All regressions are identical to the benchmark specification in column (A) of Table 3, but they
substitute the reputation terms in this regression with other characteristics. All columns report coe�-
cients on the interactions of these characteristics with the treatment variable �

pc

. Regressions include
a quadratic in experience interacted with program dummies, dummies for program-cohort cells, and
interactions of Icfes and other characteristics with program and cohort dummies. Parentheses contain
standard errors clustered at the program level.
College mother is an indicator for a student’s mother having a technical college or university degree.
High income is an indicator for a student’s family income being greater than 300 percent of the minimum
wage.
The mean returns at the bottom of the table are calculated using only 2003–2004 graduates.

correlated with trends in school or program choice, this should appear as changes
in average reputation or Icfes scores across programs. There is little evidence of
this channel. Reputation increased by only 0.3 percentile points more in programs
with access to the exit exams, while Icfes scores increased by 0.7 percentile points
relative to programs without exam fields. Neither e↵ect is statistically significant.

Column (C) expands our main sample to include students and years for which
we do not observe earnings. The dependent variable is a dummy equal to one
if the graduate appears in our earnings records t years after graduation.56 The
mean of this variable is 66 percent, and the remaining 34 percent is a composite
measure of unemployment, informal employment, non-participation in the labor
market, and pursuit of further education. The estimate suggests that formal
employment increased 1.7 percentage points more in programs with exit exam

56 This regression also includes a quadratic in experience interacted with program dummies to control
for program-specific time e↵ects on the likelihood of formal employment.
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Table B7—Balance tests

(A) (B) (C)

Dependent variable

Has formal
Reputation Icfes earnings

Exposed to exit exam (�
pc

) 0.026 0.070 0.017
(0.051) (0.078) (0.016)

N 146,052 146,052 890,809
R

2 0.204 0.146 0.044
# programs 39 39 39

Dependent variable mean 7.44 7.84 0.66

Note: All columns report coe�cients on the treatment variable �

pc

. Parentheses contain standard errors
clustered at the program level.
The dependent variables in columns (A) and (B) are reputation and Icfes. The sample includes all
students from Table 2. Each regression includes program dummies and cohort dummies.
The dependent variable in column (C) is an indicator for appearing in our earnings records at each
year in 2008–2012. We include multiple observations per student for any level of potential labor market
experience in 0–9 years. The sample includes all students from Table 2 plus graduates from the same
programs and colleges who never appear in the earnings records. The regression includes program
dummies, cohort dummies, and a quadratic in experience interacted with program dummies.

fields, but this e↵ect is not statistically significant. The small magnitude of this
coe�cient mitigates the concern that our main treatment e↵ects are driven by
sample selection in terms of who appears in the formal labor market.

H. Section III sample

In Section III, we follow Farber and Gibbons (1996) and Altonji and Pierret
(2001) in studying a sample of individuals making their initial transition to the
long-term labor force. This subsection describes the construction of this sample.
The columns of Table B8 divide 2008–2009 graduates according to their post-

college labor market paths. We choose these cohorts because our earnings records
cover 2008–2012, which allows us to observe earnings in the year of graduation
and the next three years.
Column (A) includes any student who enrolled in a specialization, masters, or

doctorate program by 2011, the last year for which we have graduate education
records. Columns (B)-(D) categorize those who did not enter graduate school
by the number of years for which they have formal earnings in the first four
years after graduation.57 Column (B) includes students who never appear in our
earnings records, while column (D) contains students who have formal earnings
in each of the first four years. Column (C) contains students who move into and
out of the formal labor force—those with 1–3 years of earnings.

57 We consider workers as having formal earnings if they have at least one monthly earnings observation
in a given year.
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Table B8—Transition from college to the labor market

2008–2009 college graduates

(A) (B) (C) (D)

# years formally
Went to employed in the four
graduate years after graduation

Variable school Zero 1 to 3 Four

# students 11,799 19,405 22,822 20,873
Proportion of all students 0.16 0.26 0.30 0.28

Female 0.57 0.62 0.61 0.58
Age at graduation 23.90 23.71 24.16 24.20
College educated mother 0.38 0.28 0.30 0.28

Reputation 7.88 7.31 7.48 7.67
(1.12) (1.28) (1.20) (1.15)

Icfes 8.20 7.47 7.46 7.81
(1.99) (2.40) (2.38) (2.14)

Note: The sample includes 2008–2009 graduates from the sample for Figure 1. We choose the 2008–2009
graduation cohorts so that we observe earnings for the first four years after graduation (2008–2011 for
2008 graduates, and 2009–2012 for 2009 graduates).
Column (A) includes any student who enrolled in a specialization, masters, or doctorate program in
2007–2011, the years for which we have graduate education records from the Ministry of Education.
Column (B) contains non-graduate school students who never appear in our earnings records in the
first four years after graduation. Column (C) contains non-graduate school students who appear in the
earnings records in some but not all of the first four years. Column (D) contains non-graduate school
students who appear in our earnings records in all four years.
Parentheses contain standard deviations. College educated mother is a dummy equal to one if a student’s
mother has a college/postgraduate degree.

Column (A) shows that 16 percent of 2008–2009 college graduates attend grad-
uate school. These students tend to be from more reputable colleges, and they
have higher Icfes scores and more educated mothers. Column (D) shows that 28
percent of students enter the formal labor force for four consecutive years after
graduation. These students are typically of higher ability than graduates who do
not transition to the long-term labor market, and they are are slightly more likely
to be male.58

Our sample for Section III includes only students in column (D). Our estimates
are therefore from a population with higher ability, but importantly, they are not
attributable to movements into and out of the labor force; all results come from
earnings changes within the formal labor market.

I. Unconditional return to ability

This section presents results related to the Proposition 2 predictions for the
unconditional return to ability (Icfes).59

58 F-tests for each characteristic strongly reject the hypothesis of joint equality across the four columns.
59 We note that the Icfes percentiles we use in Section III are conceptually similar to those in Section

II, but they are based on di↵erent data sources. In Section III, we compute Icfes percentiles using data
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Table B9—Returns to ability and experience interactions

Dependent variable:
log average daily earnings

(A) (B)

Icfes 0.045 0.027
(0.006) (0.004)

Icfes ⇥ t 0.009 0.003
(0.001) (0.001)

N 83,492 83,492
R

2 0.163 0.297
# colleges 130 130

Extra controls Y

Note: The sample includes students in column (D) of Appendix Table B8 and earnings in the four years
after graduation. Column (A) estimates equation (10) excluding reputation terms. In addition to the
reported variables, the regression includes dummies for cohort-experience cells.
Column (B) adds the following controls to column (A): age at graduation, a gender dummy, dummies
for eight mother’s education categories, dummies for missing age and mother’s education values, college
program dummies, and dummies for college municipalities. Each control is interacted with a quadratic
in experience.
Parentheses contain standard errors clustered at the college level.

Column (A) of Table B9 estimates (10) including Icfes terms but not reputation
terms, such that the coe�cients represent the unconditional returns to ability, au

(equation (5), Section I). The coe�cient on Icfes shows that a ten percentile
increase in the student’s score is associated with a five percent increase in daily
earnings in the year of graduation (au0 ⇡ 0.05). The standard deviation of Icfes
percentiles is about twice that of reputation, and hence scaled by this measure
the unconditional returns to reputation and ability are of a similar magnitude.
Proposition 2 states the coe�cient on Icfes should increase with experience,

i.e., it predicts a positive coe�cient on the interaction of Icfes and experience.
This follows from the assumption that employers do not fully observe Icfes scores,
and thus the correlation of wages and Icfes increases as workers reveal their skill
through their output. Column (A) is consistent with this prediction. The point
estimate on the Icfes-experience interaction implies that the return to ability
grows by roughly 60 percent in the first four years after graduation.
Column (B) adds controls for graduates’ gender, age, socioeconomic status, col-

lege program, and regional market. All controls are interacted with a quadratic
in potential experience to allow earnings trajectories to vary with each character-
istic. The coe�cient on the Icfes-experience interaction decreases slightly, but it
is still highly significant.

from the Colombian Institute for Educational Evaluation (see the notes to Figure 1). This yields a
relatively continuous variable. In Section II, we use Icfes percentiles from the Ministry of Education
records because the data from the Colombian Institute for Educational Evaluation do not cover our
earliest graduating cohorts. The Ministry of Education computes Icfes percentiles in a similar manner
(i.e., position relative to all exam takers in the same test period based on a total Icfes score), but its
percentiles take only integer values from one to 100.
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Figure B9. Ability sorting in Colombia and the U.S.

Note: The y-axis shows the 25th percentile math scores for entering students at U.S. and Colombian col-
leges. The x-axis depicts unweighted percentile ranks using these 25th percentile math scores. U.S.
SAT math percentiles are from the Integrated Postsecondary Education Data System. We include
1,271 four-year degree-granting public and private not-for-profit colleges with ten or more 2012 first-
time degree/certificate-seeking undergraduates. Colombian colleges are the same as in Figure 1 (except
three have no 2012 enrollees). We include students who enrolled in either 2002 or 2012 and took the Icfes
no more than two years before enrolling. We calculate Icfes math percentiles relative to the enrollment
cohorts and convert them to an SAT scale using the distribution of math scores for 2011 U.S. college-
bound seniors, available in January 2015 at http://media.collegeboard.com/digitalServices/pdf/SAT-
Mathemathics Percentile Ranks 2011.pdf. We jitter interior 25th percentile math scores slightly to
smooth out discrete jumps in SAT scores.

The increasing return to ability is similar to the Farber and Gibbons (1996)
and Altonji and Pierret (2001) findings using AFQT scores as an unobserved
characteristic. However, it is in contrast with findings in Arcidiacono, Bayer
and Hizmo (2010), who also study AFQT scores but make a distinction between
graduates who enter the labor market after high school and those who do so after
college. For college graduates, they show that AFQT is strongly related to wages
in the year of graduation, and this relationship changes little over the next ten
years. Their conclusion is that AFQT revelation is complete for college graduates,
and they suggest that this revelation occurs through college identity.

The di↵erence in findings may be explained by the fact that sorting by ability
in Colombia—although increasing—appears to be less extensive than in the U.S.
Specifically, if the U.S. experience is indicative, one might expect sorting by ability
to increase in Colombia as reductions in the cost of transport and information
gradually move regional college markets away from relative autarky (Bound et
al., 2009; Hoxby, 2009).

Figure B9 illustrates these dynamics in Colombia and its current standing rela-
tive to the U.S. We first plot the 25th percentile Icfes math scores in the 2002 and
2012 entering cohorts at each college, with schools ranked on the x-axis according
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to this 25th percentile.60 To hold fixed the distribution of ability across cohorts,
we use Icfes math percentiles relative to the population of college enrollees in the
same year. For comparison with the U.S., we convert Icfes percentiles to an SAT
scale using the distribution for 2011 college-bound seniors in the U.S. There is
evidence of increased sorting on math ability over the course of a decade. The
top colleges in Colombia have experienced a 30 SAT point increase in their 25th

percentile scores, while the weakest have experienced a similar decline.
Despite these dynamics, by this measure Colombia’s college market features

substantially less sorting than that in the U.S. Figure B9 also shows the 25th

percentile SAT math scores for the 2012 entering cohort at U.S. four-year degree-
granting public and private not-for-profit colleges. Comparing Icfes and SAT
scores requires strong assumptions, as the tests may capture di↵erent characteris-
tics, but 25th percentile math scores increase much more rapidly in the U.S. While
both countries have colleges with 25th percentile scores below 400 SAT points, the
top-ranked U.S. colleges are above 700, and no Colombian college surpasses 600.61

A plausible explanation for the positive coe�cient on the interaction of Icfes
and experience in Table B9 is thus incomplete sorting by ability across Colombian
colleges. The more substantial sorting by ability across U.S. colleges may result
in a more complete reflection of AFQT in wages upon graduation.62

J. Return to years of schooling in Colombia

Our main result from Section III is that the return to college reputation in
Colombia increases with experience. This di↵ers from the standard U.S. result
that the return to years of schooling does not change with experience. This
subsection shows that this benchmark years of schooling finding also holds in
Colombia, as previewed in Panel A of Figure 4.
For this we use cross-sectional data from the 2008–2012 monthly waves of the

Colombia Integrated Household Survey (Gran Encuesta Integrada de Hogares).
This survey measures workers’ hourly wages and years of schooling, which range
from 0–20 years. We calculate each worker’s potential experience, t, as t =
min(age� years of schooling� 6, age� 17), and include workers with experience
levels 0–39.63

60 We plot the 25th math percentiles for comparability with U.S. data. Other subjects and percentiles
produce similar results.

61 If we convert Icfes scores to an SAT scale using the entire population of Icfes takers—instead of only
those who entered college—the dots describing Colombia in Figure B9 shift up and become somewhat
steeper, but they still exhibit a flatter slope than exists for U.S. colleges. This renormalization, however,
overstates the amount of sorting in Colombia relative to the U.S. because Icfes test takers are less likely
to enroll in college than SAT test takers. Using only college enrollees to make this conversion is more
appropriate because the distribution of SAT scores we use is for U.S. college-bound seniors.

62 If we estimate Table B9 with Icfes scores normalized to mean zero and standard deviation one—as
Arcidiacono, Bayer and Hizmo (2010) do with AFQT—the period zero coe�cient on Icfes is approx-
imately one half of their AFQT coe�cient. Although the two tests may measure di↵erent individual
characteristics, the relative magnitudes are also consistent with partial revelation of the ability of college
graduates in Colombia.

63 We note that this definition of potential experience di↵ers from the one we use elsewhere in the
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Table B10—Return to years of schooling and experience interaction

2008–2012 cross-sectional household survey

(A) (B) (C) (D)

Dependent variable: Dependent variable:
Log hourly wage Log weekly earnings

0–39 years 0–9 years 0–39 years 0–9 years
experience experience experience experience

Years of schooling 0.1224 0.1239 0.1150 0.1192
(0.0008) (0.0018) (0.0009) (0.0021)

Years of schooling ⇥ t �0.0002 �0.0001 �0.0002 �0.0006
(0.0000) (0.0003) (0.0000) (0.0003)

N 660,573 217,523 660,573 217,523
R

2 0.407 0.352 0.351 0.308

Note: Data for this table are from the 2008–2012 monthly waves of the Colombia Integrated Household
Survey (Gran Encuesta Integrada de Hogares). The sample includes all workers who have hourly wages in
the survey and 0–39 years of potential experience, t, which we define as t = min(age�years of schooling�
6, age� 17). Columns (B) and (D) restrict the sample to experience levels 0–9.
The dependent variable in columns (A)-(B) is log hourly wage. The dependent variable in columns
(C)-(D) is log weekly earnings, defined as log hourly wage plus log usual hours of work per week.
In addition to the reported variables, all regressions include dummies for experience-year-month cells.
Regressions are weighted by survey weights. Parentheses contain robust standard errors.

Table B10 shows how the return to years of schooling in Colombia changes
with experience. The use of cross-sectional data di↵erentiates Table B10 from
the panel data results in Farber and Gibbons (1996), Altonji and Pierret (2001),
and Table 7 of this paper, but it is similar to the original Mincerian regressions
that rely on U.S. survey data (e.g., Lemieux, 2006).
Column (A) displays the coe�cients from a regression of log hourly wages on

years of schooling and its interaction with experience.64 The results suggest that
an additional year of education is associated with a 12 percent increase in initial
wages, and that this gap remains roughly constant as workers gain experience.
The coe�cient on the interaction term is statistically significant due to the large
sample size, but it is close to zero. For example, after ten years the return to
schooling decreases by only 0.002 log points, or less than two percent of the initial
return.
Column (B) of Table B10 restricts the sample to workers with 0–9 years of

potential experience, with negligible impact on the results. This matches the
experience levels we can observe using our administrative data on Colombian
college graduates, as depicted in Panel B of Figure 4.
Columns (C)-(D) of Table B10 replicate columns (A)-(B) with log weekly earn-

ings (rather than log hourly wage) as the dependent variable. This is motivated

paper (earnings year minus graduation year) because the household survey does not include graduation
dates. However, the age and schooling definition matches those in Altonji and Pierret (2001) and Lemieux
(2006).

64 Regressions in Table B10 also include controls for experience and survey date.
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by the fact that we only observe earnings per day, not per hour, in our college
administrative data. In both regressions, the coe�cient on the interaction of
schooling and experience remains close to zero. This suggests that the di↵erence
between the reputation and years of schooling findings is not driven our inability
to observe hours worked.
In sum, the results of this subsection suggest that the standard Mincerian

result of parallel earnings-experience profiles across schooling levels also holds
in Colombia.

K. Robustness of increasing return to reputation

Table B11 documents the robustness of our main result from Section III: the
return to reputation—even conditional on Icfes scores—increases with experience
(column (B) of Table 7). As a benchmark, we reproduce this result in column
(A) of this table. The sample for this regression includes students from column
(D) of Table B8. We regress log average daily earnings on dummies for cohort-
experience cells, reputation, Icfes, and the interactions of both variables with
experience. The point estimate on the reputation-experience interaction suggests
that the e↵ect of a one unit increase in reputation on earnings grows by about
1.2 percentage points each year.
Columns (B)-(D) test the sensitivity of this result to the addition of controls.

Column (B) adds controls for gender, age at graduation, and socioeconomic status
as measured by mother’s education. We interact all variables with a quadratic in
experience so that controls can a↵ect both the intercept and the slope of gradu-
ates’ earnings profiles. The addition of these controls for personal characteristics
lowers the coe�cient on the interaction of reputation and experience slightly,
though it is still significant and roughly the same magnitude in proportion to the
period-zero return to reputation.
Column (C) includes all controls from column (B) and adds two character-

istics of graduates’ colleges. First, we add dummies for college programs (see
column (C) of Table B1) and their interaction with a quadratic in experience.
These dummies are important if graduates from di↵erent programs enter occupa-
tions that vary in their potential for wage growth. Second, we add dummies for
college municipalities and the interactions of these dummies with an experience
quadratic. Location controls may matter if earnings paths di↵er across regional
markets. Our estimates in column (C) are thus identified o↵ of variation in col-
lege reputation for students in the same programs and cities. The magnitude of
the reputation-experience coe�cients falls again, but it is still significant and is
slightly larger in relation to the initial return to reputation.
In addition to the controls in column (C), column (D) adds each graduate’s log

earnings in the year of graduation. The inclusion of experience-zero earnings is in
the spirit of Farber and Gibbons (1996), who use initial wages to control for other
worker characteristics observable to employers but not to the econometrician. We
additionally interact initial earnings with a quadratic in experience to control
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for variation in earnings trajectories across jobs with di↵erent starting wages.
The controls for initial earnings mechanically reduce the period-zero reputation
and Icfes coe�cients, but the coe�cient on the interaction of reputation and
experience doubles in magnitude relative to column (C).
In columns (E)-(G), we remove the controls from columns (B)-(D) and instead

test the sensitivity of our result to the degree of graduates’ labor market attach-
ment. As discussed, the sample for Table B11 includes only students who are
employed in each of the first four years after graduation, but graduates may still
di↵er in the number of months they are employed in each year. In all previous
specifications, we measure labor market experience using potential experience,
defined as calendar year minus graduation year. Column (E) of Table B11 is
identical to column (A), but we replace all experience terms with actual experi-
ence, defined as the number of months of employment since graduation.65 This
alternate measure may be important if graduates from high reputation colleges
are more likely to find stable employment, but the results in column (E) are
similar to our benchmark estimates.
Column (F) is identical to column (A), but we restrict the sample to include

only students who have full-time employment after graduation. In column (A)
we require that each student have at least one monthly earnings observation in
each of the first four years after graduation. In column (F), students must have
an earnings observation in every month beginning in the year after graduation.
This requirement reduces the sample size by more than 50 percent but has little
e↵ect on the reputation-experience coe�cient.
Column (G) makes a further restriction to the sample from column (F). In

this column we also require that graduates were not employed in the year before
graduation. This restriction may be important if graduates from top colleges
are less likely to work while in school, and if prior employment a↵ects future
wage growth. Since our earnings records begin in 2008, we can only observe pre-
graduation employment for 2009 graduates. Thus, column (G) includes only 2009
graduates who have no earnings in 2008. This restriction leads to a small sample
in column (G), but if anything, the coe�cient on the interaction of reputation
and experience is larger in this population.
In sum, Table B11 suggests that the increasing conditional return to reputa-

tion is not driven by variation in earnings paths across individual characteristics,
college programs, regional markets, or levels of initial earnings. Furthermore,
this result does not appear to stem from variation across colleges in labor market
attachment.

65 Papers in the employer learning literature use di↵erent measures of experience and potential expe-
rience. Farber and Gibbons (1996) use experience based on actual employment duration, while Altonji
and Pierret (2001) principally use potential experience based on age and years of schooling. Potential
experience based on graduation year is most logical for our study of college reputation and is consistent
with the primary measure used by Arcidiacono, Bayer and Hizmo (2010).
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L. College-program level reputation

This section provides details on the robustness of our main results using a
college-program level definition of reputation rather than a college level defini-
tion. Table B12 replicates the main exit exam results from Table 3 with reputation
defined as college-program mean Icfes. The results closely mirror our main find-
ings in sign and magnitude, although the standard errors are typically larger.
This is likely due to the fact that the college-program reputations are calculated
from smaller samples. In general this does not alter the pattern of statistical
significance relative to Table 3, with the exception of statistically insignificant
reputation e↵ects in columns (B) and (D).
Table B13 replicates the results on earnings growth from Table 7 in Section III

with college-program level reputation. The main findings are unaltered by this
modification. In particular, the coe�cient on the reputation-experience interac-
tion is positive and highly significant in all specifications.
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Table B13—Experience interactions with college-program level reputation

Dependent variable: log average daily earnings

(A) (B) (C) (D)

Reputation 0.064 0.039 0.044 0.024
(0.015) (0.014) (0.014) (0.013)

Reputation ⇥ t 0.012 0.012 0.008 0.004
(0.002) (0.002) (0.002) (0.001)

Icfes 0.045 0.034 0.023
(0.005) (0.004) (0.004)

Icfes ⇥ t 0.007 0.002
(0.001) (0.001)

N 83,492 83,492 83,492 83,492
R

2 0.156 0.178 0.179 0.301
# colleges 130 130 130 130

Extra controls Y

Note: This table is identical to Table 7 in Section III, but it uses reputation defined as mean Icfes at
the college-program level rather than at the college level. The dependent variable is log average daily
earnings. The sample includes students in column (D) of Appendix Table B8 and earnings in the four
years after graduation. Columns (A)-(C) estimate equation (10) excluding and including Icfes terms. In
addition to the reported variables, both regressions include dummies for cohort-experience cells.
Column (D) adds the following controls to column (C): age at graduation, a gender dummy, dummies
for eight mother’s education categories, dummies for missing age and mother’s education values, college
program dummies, and dummies for college municipalities. Each control is interacted with a quadratic
in experience.
Parentheses contain standard errors clustered at the college level.
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