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Abstract 

The expansion of the UK higher education system that began in the late 1980s and 

continued throughout the 1990s and into the last decade occurred on an unprecedented 

scale. Participation rates in 1989 were 19%; by 1993 they had jumped to 30%, before 

levelling off at around 44% in the middle of the last decade. We argue that the rapid 

growth of the university sector in the 1990s led to a system which placed a heavy 

reliance on higher education to meet the needs of skilled work, while other transition 

routes into the labour market were effectively marginalised. Given that there are 

likely to be ongoing constraints on public expenditure in the UK, it is important that 

the skills needs of the labour market are met as efficiently as possible. 

Many occupations have seen a large growth in their employment share of graduates. 

From the perspective of policymakers who encourage HE high participation rates, the 

presumption is that university graduates are more skilled and perform better in 

occupations where alternative routes still exist or previously existed. However, this 

crucially depends on whether jobs graduates enter into can adapt or be adapted to take 

advantage of those skills generated through studying at university that would not have 

been available had the worker entered the labour market by an alternative route. There 

is some evidence that this is not always the case (Mason 1996, 2002; Tholen et al 

2012), with graduates replacing non-graduates in these jobs largely because their 

qualifications put them to the front of the job queue. In this paper, we explore the 

notion of upskilling further through an analysis of the labour market outcomes of 

graduates and non-graduates in similar jobs, using earnings, task and skill use data 

from the UK Labour Force Survey (LFS) and the Workplace Employment Relations 

Survey (WERS). 

Our results show that there is a split in the graduate labour market between jobs where 

graduates earn more than non-graduates, and those where their qualifications attract 



no earnings premia. In the mid 1990s, this first group of occupations had a large share 

of graduates working in them. Since that point, both sets of occupations have attracted 

a growing share of the newly qualified graduates, although little has happened to the 

established earnings premia, suggesting little in the way of upskilling. 

Moreover, there is some evidence in support of a job-queue model where graduates 

self-select into the highest paying jobs available. With a few interesting exceptions 

that should prompt further investigation, we find that task discretion and skill use are 

not systematically higher for graduates, even in jobs with graduate premia. 

1 Introduction 

The expansion of the UK higher education system that began in the late 1980s and 

continued throughout the 1990s and into the last decade occurred on an unprecedented 

scale. Participation rates in 1989 were 19%; by 1993 they had jumped to 30%. 

Although an increase in the number of graduates in the labour market was encouraged 

by policymakers who were convinced that the UK’s economic fortunes rested on the 

development of a ‘knowledge economy’, the magnitude of this increase was not fully 

anticipated – the initial target was closer to 30% by the end of the decade. By the 

middle of the last decade, participate rates were around 43%, and have persisted at 

this rate since then, despite two major funding reforms. 

The central question for our research is to what extent does the higher education 

sector that developed from this represent an efficient system for the production of 

skills. It seems likely that that the speed of the transition towards mass higher 

education, coupled with an underlying incentive structure common to all higher 

education institutions, has generated a number of inefficiencies which policymakers 

and other stakeholders are reluctant to face. As with all industries, inefficiencies in 

production processes are easy to ignore during a period of economic boom. However, 

the system now faces a number of pressures. In particular, as the Coalition 

government seeks to reduce the existing deficit and pay down the UK national debt, 

the constraints on expenditure make it increasingly important that resources are 

deployed as efficiently as possible.  This is doubly important as universities are 

increasingly seen as a key part of the economy returning to growth, particularly in 



terms of supplying the necessary skilled labour that will improve productivity and 

raise output. 

This paper presents some initial findings from our current research project on the UK 

higher education system after the recession. In the next section we set out a broad 

overview of the skilled labour market in the UK. We distinguish between the typical 

view of UK governments on the expansion of higher education in providing these 

skills and our own more sceptical assessment. In particular, we discuss the crucial 

issue of upskilling – the redesigning of jobs and occupations such that they take full 

advantage of whatever graduate-level skills are being provided to the labour market. 

This is largely an unsupported assumption in policy circles. This paper offers two 

analyses which explore this issue further. Firstly, we examine the evolution of the 

graduate earnings within occupations using data from the UK Labour Force Survey 

(LFS) between 1995 and 2008 to identify segments of the labour market where there 

are private returns to higher education. We then use data from the Workplace 

Employment Relations Survey to see whether increased employment of graduates in 

particular occupations go together with high levels of skill utilisation, or whether 

these earnings premia reflect employers preference for recruiting graduates into the 

available stock of higher paying jobs. 

2 Higher education and skills in the UK 

The UK workforce has undergone two key changes over the past two decades. Firstly, 

the demand for particular types of workers, skills and jobs has shifted. This has 

reflected in the occupational structure of the labour market. Goos and Manning (2007) 

showed that occupational growth since the late 1970s has largely taken place in jobs 

with, initially, either high or low wages. They relate this to the relationship between 

technological progress and job tasks – middle skilled jobs tended to largely perform 

the types of routine tasks which, as firms make greater use of computer capital, can 

easily replaced. Meanwhile, demand for non-routine tasks has risen. Non-routine task-

based occupations include both high-skilled positions involving creativity and abstract 

reasoning and low skilled personal service occupations. The greater numbers of jobs 

created at the upper-end of the distribution tends to indicate that, on average, demand 

for skilled labour has risen. 



The second important shift has been in terms of supply. One feature, noted in the 

Introduction, is that the UK higher education system has expanded enormously. At the 

same time, low attainment has fallen, with many more young people finishing school 

with compulsory and post-compulsory qualifications. The rapid growth of the 

university sector led to a system which placed a heavy reliance on higher education to 

meet the needs of all skilled work, while other transition routes into the labour market 

have effectively been marginalised. For some routes, there has been a move towards 

institutions offering degree-level programmes in areas where training and education 

was previously more vocational, including good apprenticeships. In addition, there is 

also some evidence that newer universities have created occupationally relevant 

degrees linked closely to the initial training needs of employers in certain sectors 

(Chillas, 2010). As a consequence, many occupations have seen a large growth in 

their employment share of graduates. 

Tables 2.1 shows, in relatively simplistic terms, the consequences of these changes in 

supply and demand. The first row shows how the employment share of four categories 

of highest achieved qualification would have changed if the occupational structure 

had shifted as it has between 1995-6 and 2007-8, but the mix of qualifications in 

occupations had remained constant. For example, the decline of routine manual work 

would have required fewer new workers, typically apprentices, to meet demand. Our 

estimates suggest this would have accounted for a 1.1% fall in the employment share 

of apprentices. Similarly, the growth of higher-skilled occupations would, everything 

else being equal, have increase the employment share of graduates by 2.9%. 

Table 2.1: Change in employment share of qualified labour 

 

Undergraduates 
and post-
graduates 

Higher (sub 
degree) 

qualifications Apprenticeships 
Lower 

qualifications 

Occupational 
composition 2.9% 1.1% -1.1% -2.8% 

Educational 
composition 5.6% -1.0% -5.0% -5.5% 

Source: LFS 1995-6 and 2007-8 



The second row shows the additional change in the employment share of these 

groups, once the occupational structure shift was accounted for. These figures 

represent changes in study patterns and routes into the labour market – they show an 

additional shift towards university and post-compulsory academic qualifications of 

around 12%, a decline in apprenticeship routes into the work force of around 5% and 

a decline in those leaving with only compulsory schooling (or below) of another 5%. 

This shift in educational patterns towards university routes into the labour market may 

be the result of upskilling within occupations – the uptake of technology or 

production process innovations changes patterns of work and may increase the skills 

required by employers to do these jobs, even jobs that were relatively highly skilled 

already. 

There is also a concern that other incentives in the education system, aside from 

increasing employer demand for skills, are responsible for shifts in pathways into 

work. Able students who would have entered work following school or an 

apprenticeship thirty years ago now view higher education as the main route into 

prestigious job. This has partly reflected political rhetoric around higher education, 

not least New Labour’s 50% participation rate target. Universities, particularly those 

created since the 1992 Higher and Further Education Act, have supported this, in 

many instances creating new undergraduate courses in more vocational areas in order 

to compete for students. Meanwhile, repeated attempts at reform of vocational 

education and governmental rebranding of apprenticeships as a catch-all term 

covering lower-level vocational training, workplace learning and accreditation of 

prior learning have further weakened the public’s image. 

If the increase in supply of highly qualified workers has come about without a prior 

increase in demand from employers, the efficiency of the education system is 

damaged, leading to wasted economic resources, over-qualification and under-

utilisation of skills. Some policymakers have argued that this is not a concern because 

firms increase in their employment of skills is fuelled by greater availability – that 

increasing supply creates its own demand by driving employers to upskill their jobs. 

For example, the Leitch Review (2006) states:  



“Productivity is increasingly driven by skills... higher levels of skills drive 

innovation, facilitate investment and improve leadership and management. For 

innovation to be effectively implemented, businesses must be able to draw on 

a flexible, skilled workforce.” (Leitch Review, 2006:8) 

First of all, this relies on an assumption that university degrees are the appropriate 

way to produce these higher level skills that facilitate innovation and leadership. The 

experience of countries like Germany suggests vocational routes are able to produce 

this capacity. In addition, this all crucially depends on whether the jobs new graduates 

enter into can actually adapt or be adapted to take advantage of the skills generated 

through studying at university that would not have been available had the worker 

entered the labour market by an alternative route. There is case study evidence that 

this is not typically the case (Mason 1996, 2002; Tholen et al 2012), with graduates 

replacing non-graduates in these jobs largely because their qualifications put them to 

the front of the job queue. As Brown (2001) summarises, “in many sectors of the 

economy, employers are reluctant to invest in new technologies or upgrade the skills 

of the workforce, recognising it is still possible to make good profits through 

competition on price rather than product or service innovation” (Brown, 2001:249) 

The evidence that is routinely deployed to defend this view are from rates-of-return 

analyses, where wages are regressed on educational attainment. For example, the most 

recent government estimates (BIS, 2011) suggest a return on studying for an 

undergraduate degree of around 27%, which is then taken to reflect to additional 

productivity of being a graduate and the value employers place on this in the labour 

market. In terms of the effect of increasing the graduate supply on this cross-sectional 

estimate, other recent UK analyses (for example, Walker and Zhu, 2005) have argued 

that declines in return (which would reflect supply outstripping demand) are quite 

minimal. Table A.1 in the Appendix shows the results of a simple regression of (the 

natural logarithm of) real hourly wages on educational levels (degree, sub-degree 

higher and professional qualifications, trade apprenticeships and qualifications at 

NVQ level 2 and below). Graduates earn a significant premium over the reference 

group (non-graduates with some form of post-compulsory secondary school 

qualification, typically A-Levels). 



However, this type of evidence tells us very little about how the labour market’s 

adjustment to a more highly qualified workforce. For instance, while a constant 

graduate premium is consistent with a human capital model with proportionate 

increases in the supply of, and demand for, graduate-level skills, there are other 

theories that are equally well explained by these trends. For instance, in a job-queue 

or screening model (see Thurow, 1971), pay differs due to characteristics of the job 

that are separate from the educational attainment of the workforce. Exposure to 

product market competition, the use and investment in capital and technology, on-

going job training, the strength of union representation and the involvement of the 

State as an employer may mean that two equally qualified graduates could experience 

different earnings and employment outcomes depending on the job they take. This 

tends to lead to issues of endogeneity – differences in pay across jobs means that the 

most highly qualified self-select into those jobs, making the relationship flow from 

wages to educational attainment, rather than the other way around.  

In this model, an expansion of higher education means that those at the front of the 

queue – the graduates – take up more of the higher paid jobs previously left to non-

graduates. The average wage of both graduates at the head of the queue and non-

graduates lower down the queue would fall. This may give a rising, constant or falling 

premium, depending on the initial spread of earnings across the two groups. 

In the analysis section of this paper, we explore labour market outcomes within the 

occupations and sectors which have seen a significant shift towards of graduate 

labour. We start by looking at educational and earnings patterns using UK Labour 

Force Survey data. These show where graduates have been able to attract higher 

earnings. These can be taken to be the jobs where the human capital model is 

potentially most relevant. On the other hand, there are a large group of occupations 

which have seen a rise in graduate numbers but little in the way of a wage reward to 

this group. These jobs would, at first glance, reject the upskilling hypothesis  

However, many of the issues from looking at pay at the aggregate level may also be 

found when looking at pay within an occupation – everything is defined relative to 

another educational group, so premium may be positive and constant even if both 

groups are being pushed into lower level jobs. What we actually want to know is 

whether the experience of work within occupations has changed in absolute terms, 



particularly in terms of the job and task content and skill usage. In the second part of 

our analysis, we use data from the Workplace Employment Relations Survey from 

employees reporting on the influence and discretion they have available in their work. 

This analysis is still in its early stages; however, we present a number of results to 

illustrate recent patterns. 

4 Analysis  

4.1 Data description and methodology 

We use UK Quarterly Labour Force Survey (LFS) data from 1995-6 and 2007-8 for 

information on qualifications and earnings. This is analysed in section 4.2. We then 

use the last three waves of the Workplace Employment Relations Survey (WERS) 

from 1998, 2004 and 2011 to examine employee reports about task discretion and 

skill use. WERS 2011 data has only been available since February 2013, so we mostly 

focus on the 1998 and 2004 data.   

In section 2, we argued that the self-selection of highly qualified individuals into the 

jobs with the best pay and working conditions means that we cannot simply interpret 

rates of return to degrees as being about increases in productivity. However, we can 

look more at productivity differences associated with different levels of qualifications 

if we could identify jobs where other features that affect pay and working conditions 

were relatively homogenous. 

For our analysis, we want to collect jobs together such that each group was as similar 

as possible. Detailed occupational classifications would be one option – however, this 

presents three problems. Firstly, occupational classifications have changed over time, 

meaning that we would need to effectively deal with the issue of converting between 

systems. Secondly, detailed occupational classifications are not available for all of the 

WERS data – only top level occupational groups (managerial, professional, etc.). 

Thirdly, even if we did have detailed occupational data in the WERS, we wouls 

encounter sample size issues for many occupations if we divided them into around 

400 occupational titles. As an alternative, we define a job as a combination 

occupational groups and industry sector groups. Although this classification may 

cover a number of narrowly defined occupations, it makes some attempt to deal with 

some of the differences in pay and working conditions which relate to demand side 



and employers, rather than individual productivity differences. Moreover, it is also 

gives about as narrow a definition of a job as is possible in this data without reducing 

sample size to very low levels within each category. We classify 153 jobs in the LFS 

(9 occupational groups x 17 industry groups) and 108 job categories in the WERS 

data (9 occupational group x 12 industry groups). The two different industry 

classifications used cover many of the same categories, making comparing the two 

sets of data relatively easy. 

4.3 Education and earnings 

Using earnings data from the LFS at two points in time, we ran a series of earnings 

equations at the job level. In each one, we regressed the log gross hourly wages on: 

qualifications (with post-compulsory secondary school qualifications, typically 2 or 

more passes at A-Level, as the reference group), experience (and its squared term to 

capture the usual diminishing returns to experience), which was calculated as current 

age minus age of leaving full time education; an indicator of the time period (taking a 

value of one for 2007-8 data), and qualification-year interaction terms. Given that 

some jobs had small numbers of earnings observations, we restricted the analysis to 

occupations where n>200. 

Results of these regressions are not presented in this paper, due to limits on space. 

However, they were used to categories jobs. We define an occupational graduate 

premium as one where those with undergraduate degrees and higher degrees earned 

significantly more than A-Level students (and their equivalents) within that job. 

Significance was taken at the 5% level. Moreover, where significant graduate returns 

were found in both time period, we note where this premium fell significantly (at the 

10% level), and group these jobs along with those where the premium had 

disappeared entirely. This gives four categories, as shown in Table 4.1. 

Table 4.1 looks just at occupations where there has been a growth of graduate 

numbers between the two time periods. Clearly, legal or medical professionals were 

already largely graduatised given the nature of the work and the body of knowledge 

needed to enter such a job. To focus more on occupations where graduates have 

started entering, but where this was never much of a requirement, we remove all 

occupations where the growth in graduates was less than 20%.  



Table 4.1 also shows how the growth of graduates has affected other routes into these 

jobs, including apprenticeships, higher sub-degree qualifications and individuals 

entering with lower level qualification. We describe higher education as replacing 

another route into each job if the decline in employment share of workers in each of 

these groups is at least 50% of the total increase in the graduate employment share. 

Our results show that in 1995, graduates were found largely in occupations where 

their qualifications attracted a significant earnings premium. These were managerial 

and intermediate occupations (which are traditionally associated with higher level 

skills and earnings). These occupations have continued to attract graduates, largely 

replacing non-graduate academic routes. In a couple of instances, graduates have 

replaced apprenticeship routes into these jobs (for example, managers or technicians 

in manufacturing), and in one instance – associate professionals in healthcare, 

graduate qualifications have substituted for other higher qualifications (including 

vocational professional qualifications like nursing or physiotherapy). 

There were also many occupations where graduates earned no premium. In 1995, far 

fewer graduates entered these jobs. However, many have seen a proportionally large 

influx in graduates since that time, despite no change in earnings patterns. 

The final two categories are potentially the most interesting, as they show, first, jobs 

where the occupational graduate premium has declined over time, and secondly, one 

job where a graduate premium has since 1995. The former group of jobs might 

indicate down-skilling of graduate level work, while the latter would indicate an area 

of work where graduates are increasingly becoming valued over other groups of 

workers. 

In future work, we hope to analyse what lies behind these trends. In the next section 

we focus on one part of this data – the differing experience of managerial workers. 

Managers can be found under each heading of Table 4.1. Using data from the WERS, 

we look at what has happened to discretion and skill usage within these groups. 



Table 4.1: Graduate earnings premia and educational pathways across jobs, 

1995-2008 

    
Graduates replace: 

  

Graduate 
share, 
1995 

Change 
in 
share 

Higher 
quals 

Apprenticeship 
Lower 
quals 

Constant or growing premia 
  

   

Managers Manufacturing 24.3% 9.4%  x x 
Managers Financial intermediation 29.5% 10.7%   x 
Managers Public administration & defence 29.3% 17.2%   x 
Managers Health & social work 24.6% 15.7%   x 
Intermediate Manufacturing 22.4% 9.3% x x  
Intermediate Financial intermediation 27.7% 6.2%   x 
Intermediate Education 24.3% 17.3%  x x 
Intermediate Health & social work 13.2% 21.5% x   
Administrative Wholesale, retail & motor trade 2.8% 5.1%  x x 
Administrative Real estate & business activities 7.5% 6.8%   x 
Administrative Public administration & defence 7.9% 9.0%   x 
Sales and customer 
service 

Wholesale, retail & motor trade 2.4% 2.7%  x x 

       No premia 
      Managers Construction 16.0% 4.3% 

 
x 

 Managers Hotels & restaurants 6.6% 8.1% 

 
x 

 Managers Transport, storage & communication 18.2% 9.2% 

  
x 

Managers Other community, social & personal 20.1% 9.3% 

 
x x 

Professionals Other community, social & personal 50.6% 15.2% x x x 

Administrative Manufacturing 4.2% 4.2% 

 
x 

 Administrative Construction 3.3% 5.0% 

   Administrative Transport, storage & communication 4.4% 4.6% 

   Administrative Education 10.4% 11.7% 

  
x 

Administrative Health & social work 5.0% 6.2% 

  
x 

Administrative Other community, social & personal 8.0% 13.1% 

  
x 

Skilled trades Hotels & restaurants 2.0% 1.7% 

 
x 

 Personal service Hotels & restaurants 2.4% 3.9% 

 
x 

 Personal service Public administration & defence 4.9% 1.9% 

 
x 

 Personal service Education 2.1% 9.8% 

  
x 

Personal service Other community, social & personal 3.0% 1.3% 

 
x x 

      Falling or vanishing premia 
     Intermediate Other community, social & personal 35.5% 5.5% 

 
x x 

Administrative Financial intermediation 5.3% 7.9% 

  
x 

Managers Real estate & business activities 31.8% 12.5% 

  
x 

       New premia 
      Managers Wholesale, retail & motor trade 9.4% 7.6% 

 
x x 



4.3 Job design 

Discretion in a job is an indicator of higher skilled, non-routinised work. The WERS 

survey asks employees to what extent they have influence over the tasks they perform 

in their work. Figure 4.1 shows these scores for managerial workers by their sector 

across the two years of the survey.
1
 

Figure 4.1: % of managerial graduates reporting high levels of influence over 

tasks, by sector 

 Source: WERS 1998-2011 

The Figure shows a wide range in the proportion of workers exercising a lot of task 

discretion in their work. This measure does not always correspond to the pay patterns 

described in to Table 4.1. Of those jobs where graduates do earn a premium, 

managers in manufacturing have a high level of discretion, while managers in finance 

and public administration have much lower levels of discretion. On the other hand, 

there has been rising discretion for graduates in retail management and falling 

discretion for those graduate managers in business services. This corresponds closely 

                                                 
1
 The sample sizes are much smaller in the 2011data that has been released so far, so were omitted at 

this stage. 



to the earnings patterns in these occupations. With two exceptions, task discretion 

seems to have fallen for graduate managers between 1998 and 2004, which is not 

consistent with upskilling. 

Level of task discretion may be sector-specific, so the relative level of graduate 

discretion (compared to the group overall) is also important. Figure 4.2 shows the 

difference between graduates and all employees in the proportion reporting a high 

level of task discretion.  

Figure 4.2: Difference between graduate and all managerial workers in % of 

reporting high levels of influence over tasks, by sector 

 

 Source: WERS 1998-2011 

It shows that the jobs with positive premia tend to have higher discretion scores for 

graduates. Similar, those with no premia don’t appear to have this positive difference. 

Comparing Figures 4.1 and 4.2 is also useful – although task discretion is high in 

construction for graduates, it is high for everyone, which might explain why graduates 

don’t earn a significant earnings premium. Graduate managers in retail, who have 

experienced increasing premia, have seen discretion increase for both graduates and 

non-graduates. The premium might be explained by the way graduate skills interact 

with this discretion – non-graduates may be less able to deal effectively with this than 

graduates. Understanding the relationship between the absolute and relative levels of 



discretion and its relationship with graduate labour will be an important part of our 

future work. 

The WERS survey also asks employees whether their skills exceed, are equal to, or 

are less than those required to do their current job. This gives a convenient measure of 

underutilisation. Figure 4.3 shows these results. 

Figure 4.3: % of employees reporting having higher skills than needed for their job

 

 

 Source: WERS 2004-2011 

Again, the two jobs where the premium changed, at the end of the Figure, show 

underutilisaton going in the “right” direction – managers in business services are 

increasingly underemployed in their work, while the opposite is true for managers in 

retail. Aside from this, it is not immediately obvious that there is any connection 

between high skill utilisation and wage premia. To take one example, high 

underutilisation for graduate managers in public administration indicates how 

important non-human capital factors are, and how rates of return can be poor 

indicators of the productivity of graduates – in this case, the absence of market 

competition through the State as the sole employer might allow high wages without 

corresponding high levels of skill use. 

5 Conclusion 

Policymakers in the UK strongly emphasise the role of the higher education sector to 

meet the high level skills needs of the labour market. However, the expansion of the 



system that has developed since the late 1980s happened far faster than any plans, 

leading to a situation where policy rhetoric around participation in higher education 

has followed trends, not driven them. The current size and scope of the sector has 

come to be seen as optimal, although this view relies on a number of key assumptions 

which remain largely untested. Two in particular are that despite their higher cost, 

university study is preferable to other form of skill development and routes into the 

labour market (such as apprenticeship or firm-based training), and that the increasing 

supply of these graduate skills, whatever they might be, will be accommodated in the 

work practices of employers. 

In this paper, we have analysed earnings, labour market entry, task discretion and skill 

use in jobs which graduates have entered in significant numbers or have increasingly 

begun to do so. Unlike rates of return analysis at the aggregate level, we find a 

typology of jobs – ones with graduate premia, ones without, and ones where the 

premia has recently been found or has shrunk since the mid 1990s. We find increasing 

graduate participation across all these occupations, replacing school leavers and 

apprentices. 

Jobs with graduate premia may be the best candidates to support a human capital view 

where investment in education causally leads to higher productivity and wages in the 

workforce. However, our job classification system necessarily might include a range 

of occupations, some of which may be higher or lower paying for non human capital 

reasons (for example, managers in finance may include both City executives and bank 

branch managers). As graduate shares increase in these categories, it is plausible that 

graduates are taking a larger proportion of the best-paying job, while non-graduates 

are pushed down the queue. Therefore, recruitment and selection, rather than 

upskilling, may lie behind observed wage differences in these jobs.  

To investigate this further, we have presented some initial analyses of WERS data, 

looking at task discretion and skill utilisation. We find that even in occupations with 

graduate premia, skill underutilisation is frequently high and task discretion often 

low,with only small gaps between graduates and non-graduates in these jobs. There is 

little evidence of much upskilling visible in this data, and in some jobs (such as 

construction managers), other routes into these jobs show signs of leading to more 

efficient skill development. 



These initial findings are intended to be suggestive of a problem typically ignored by 

UK policymakers – that while there may be significant private benefits to investing in 

higher education, the social benefits in terms of higher productivity driven by these 

investments may be harder to support.  In our future work, we hope to expand on the 

job design measures to supplement our earnings analysis to understand more fully 

whether graduates are more effective within these jobs. We also hope to explore the 

heterogeneity within the university sector in greater detail, and link certain segments 

of institutions and courses to these labour market outcomes. 
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Appendix 

Table A1: Earnings regressions 

 Log wage Log wage 

DEGREE 0.488 0.505 

 (0.00) (0.00) 

HIGHER 0.169 0.185 

 (0.00) (0.00) 

APPRENTICESHIP -0.034 -0.096 

 (0.00) (0.00) 

LOWER QUALS -0.255 -0.312 

 (0.00) (0.00) 

EXPERIENCE 0.039 0.039 

 (0.00) (0.00) 

EXPERIENCE^2 -0.001 -0.001 

 (0.00) (0.00) 

TIME  0.039 0.014 

 (0.00) (0.05) 

TIME*DEG  -0.014 

  (0.12) 

TIME*HIGHER  -0.018 

  (0.07) 

TIME*APPRENTICESHIP  0.057 

  (0.00) 

TIME*LOWER QUALS  0.050 

  (0.00) 

CONSTANT 1.454 1.484 

 (0.00) (0.00) 
Source: LFS 1995-6 and 2007-8. 

 Notes: p-values in parentheses. 

 


