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Source: Lindley and Machin (2016), The Rising Postgraduate Wage Premium, Economica, 83: 281-306, Table 2 and Appendix C, Table C1
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“Thus overall it is the postgraduates, the most
educated group of workers, who have

done best in terms of relative labour market
performance over time. They have done
significantly better in terms of their economic
rewards than other graduates, and

massively better than non-college-educated
workers. As their relative supply has

increased within the college-educated group, so
have their relative wages increased.”

(Lindley & Machin, 2016, p.283).
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The Falling Postgraduate Wage Premium, Australia (relative
to workers with no post-school qualifications)

EDUCATION MEAN LOG INCOME GAPS OVER TIME (CENSUS DATA)
Females Males
0.8 0.8

Post-graduate
0.7 Post-graduate

0.6

05

0.4

0.3

0.2
0.1 — 0.1

0.0 - 0.0
N o N o N Us) AN N \'e) N o) N o N
FF P F TS L F P F P &P
Note: Author calculations from ABS CURF micro-data from the Australian Censuses from 1981 to 2011. All full-time employees aged 15 to 64 with positive
income and are not full-time students were included. The measures are mean log total weekly income relative to the base education category of workers with no

post-secondary qualifications, holding constant the age composition of employment within education categories at average levels over the 1981-2011 period.
The dashed lines are 95 per cent confidence intervals.

Source: Coelli, M. (2015) Stability of education earning gaps in Australia, Australia’s Future Workforce, CEDA: 142-154. Figure 2.
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Domestic and International University Enrolments, Australia

(rising postgraduate enrolments)
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Highest non-school qualification: Bachelor degree or above = Ry

by sex, 1982 to 2022 e AUSTRALIA
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Notes: 1. The estimates are from the Australian Bureau of Statistics (ABS) Education and Work, Australia (Cat. No. 6227.0), released November 2022; 2. For the
period 1982-1988 the civilian population is aged 15-69; between 1989 and 2008 it is aged 15-64; between 2009 and 2022 it is aged 15-74.
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Source: Birch, E. & Preston, A. (2021), “The evolving wage structure of young adults in Australia: 2001 to 2019’, Economic Record, 97: 365-386. Figure 1. (with constant human capital and
other characteristics)
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Research Question:

“What’s been happening to the postgraduate wage

premium in Australia in recent years?”

Why does it matter?

* Rising student debt

* Education policy



Rising student debt
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Postgraduate enrolment count by field of study, gender and g T messmer
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Average financial year earnings by gender, age, year and
highest qualification level, Australia
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Males, aged 25-54

Females, aged 25-54
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Notes: 1. estimates weighted to reflect populanon totals; 2. Estimates based on financial year earnings (AUD, 2021 Prices), for a sample of respondents employed full-year, full-time; 3. Source:

HILDA, waves 2001-2021]



WESTERN
Approach %ﬁi AUSTRALIA

Data from the Household, Income and Labour Dynamics in Australia (HILDA) Survey for
employees aged 25-54. Excludes full-time students, self~-employed, persons not living in a
private dwelling and respondents whose usual hours of work per week 1s <5 or more than
60.

Compare sample from 2001/5 with sample from 2015/19

Y = natural logarithm of gross hourly wage in the respondent’s main job

Model to be estimated with Heckman employment selection correction

In(W;) = ag + p1DipCert; + fpBachelory +p3 PGy + 1)
fsBachelor x NESB;; + BsPG x NESBj; + LeXir + A + €i¢

where A, are random individual-specific effects (unobserved heterogeneity) and X,

captures actual experience and its square, marital status, state of residence and wave

fixed effects. “NESB” =1 it born in a non English-speaking country.
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1. Very few studies in the literature specifically examining the
returns to postgraduate qualifications

2. For Australia, 1t builds on Coell1 (2015) by
* [Extending analysis beyond 2011

* Sample that includes full-timers and part-timers
* Measure of hourly earnings rather than income (Census limitation)
* Controls for actual experience rather than potential

* Employs Heckman’s (1979) two-step selection approach (selection
into employment)

* Employs a random effects estimator that takes into account
unobserved heterogeneity (e.g., tastes, preferences, ability)
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25-54
2001-5 2015-19 Change
Male Female Male Female Male Female
Gross hourly wage (AUD 2019) $33.8 $29.2 $41.3 $35.9 $7.50 $6.70
($17.2) ($14.7) ($22.0) ($17.7)
Y = InW 3.4 3.3 3.6 3.5 0.20 log 0.20 log
(0.5) (0.4) (0.5) (0.4) points points
Highest Level of Education:
% points
Postgraduate (“PG”) [not NESB] 8.8% 10.1% 9.4% 13.5% 0.6 3.4
PG [if NESB] 2.2% 1.9% 8.3% 6.8% 6.1 4.9
Bachelor [not NESB] 12.5% 15.6% 13.9% 19.0% 1.4 3.4
Bachelor [if NESB] 3.7% 4.2% 6.4% 7.9% 2.7 3.7
Diploma or certificate [all] 38.6% 23.0% 37.1% 30.5% -1.5 7.5
No post-school quals (base) [all]  34.2% 45.2% 24.9% 22.3% -9.3 -22.9
N 10,874 11,011 13,516 13,961

Source: HILDA, waves 1-5 and waves 15-19. Estimates weighted to reflect population totals.

(Standard deviation in parentheses)




Results: wage premiums by qualification level E———
N M WESTERN

(relative to no post-school qualifications) WA BUSTRALIA
(1) (2) (3) (4) (5) (6)
Age 25-54 Age 25-34 Age 35-54 From
2001-5 2015-19 2001-5 2015-19 2001-5 2015-19 estimation
MALES (coefficient and significance level) 0: equation
Bachelor*NESB -0.129**  -0.079%* -0.068 -0.021 -0.160*** ~0.184** (1)
PG*NESB ~0.118%* ~0.055 —0.217%** -0.049 ~0.111* -0.068
Chi” Test 6.7 2.0 1.8 0.2 5.6* 0.3

ESB: Bachelor-PG=0
NESB: Bachelor-

%k
PG=0 2.0 1.2 1.2 0.5 3.8 1.6
N 10,874 18,616 38,767 5,380 7,107 8,136
FEMALES (coefficient and sig. level)
Bachelor*NESB -0.086**  -0.088%* ~0.057 -0.051 -0.094** -0.092%*
PG*NESB ~0.106** -0.008 ~0.041 0.073 -0.109* ~0.075*
ESB: Bachelor-PG=0 162 8.4 e 0.8 18.9 9.1 st
ECE;E(?  Bachelor- 0.8 10.6%** 0.1 5.9%* 1.7 2.8 > Signicance.

given by: ***

N 11,011 13,961 3,433 5,188 7,678 8.778 p<0.01, ** p<0.05,

* p<0.1
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College+ wage premiums, 2001-5 and 2015-

Males Females
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Age 25-54 Age 2534 Aged 35-54 Age 2554 Age 25-34 Aged 35-54
® 2001-5 Bachelor = 2001-5 PG 2015-19 Bachelor [ 201519 PG ® 2001-5 Bachelor = 2001-5PG = 2015-19 Bachelor [0 2015-19 PG
Notes:

1. The premiums are derived from a selection corrected wage equation estimated using a random effects estimator.
2. The regression was estimated separately by sex and does not include birthplace controls.
3. Source: HILDA, waves 1-5 and 15-19.
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Notes: Estimates from an OLS regression with selection conducted wave by wave for rolling five-year age groups. NESB not included as a regressor and “Degree” and “PG”
interacted with ‘female’ to generate wage premiums by sex. Reference group persons with no post-school qualifications. Estimates weighted to reflect population values.
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Notes: Estimates from an OLS regression with selection conducted wave by wave for rolling five-year age groups. NESB not included as a regressor and “Degree” and “PG”
interacted with ‘female’ to generate wage premiums by sex. Reference group persons with no post-school qualifications. Estimates weighted to reflect population values.
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Reports from the US and UK show a rising postgraduate (PG) wage
premium (although little empirical work using data post 2012)

This paper shows that between 2001-5 and 2015-19 the PG wage
premium In Australia increased amongst older (aged 35-54) employees
(males and females), did not change significantly for younger (aged 25-
34) female employees and significantly declined for younger male
employees.

The paper contributes to the small body ot literature showing
heterogeneity in outcomes amongst different groups of degree holders;
(e.g., Importance of disaggregating by qualification level and by age
when considering ‘college wage premium’)
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* There are studies showing negative effects of NESB status on graduate
outcomes (e.g., Zajac et al. (2023) ILR). Findings for 2015-19 in this paper
show

o Amongst 25-54 year olds, NESB bachelor degree holders face significant wage
penalty vis-a-vis ESB counterparts. In 2001-5 NESB PG holders earned
significantly less than ESB PG holders; by 2015-19 there was no significant wage
difference amongst male or female ESB and NESB PG holders.

o An age disaggregation shows that there is no difference in wage premium on a PG
degree for ESB and NESB young people. Amongst older people NESB females
earn significantly less (10% level) than female PG holders. No difference amongst
men.

o Within NESB group in 2015-19 female (but not male) PG holders earn sig. more
than degree holders. Amongst males there 1s no difterence in the wage premium

of degree and PG holders.
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* Examine trends by field of study

o Dockery, Phillimore and Bawa (2021) show a reduce in demand for
STEM skills relative to other qualifications.

* Examine why the return has decline for young men but not young
women

* Consider outcomes by socio-economic background status

* Examine motivations for doing postgraduate study — who does a PG

degree and why?

e Does institution matter?



