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The Federation of Post-Secondary Educators represents over 10,000 faculty and
staff who work and teach in 22 of the 27 province’s public post-secondary
institutions. The pre-budget consultation process provides an important
opportunity for the Select Standing Committee to gather input and insights on how
investments in our public post-secondary education system could put our province
on a more sustainable growth path than is currently the case.

FPSE believes it is important to reinforce points made by our Federation last year
before this committee. A year ago, we stressed that the value of these
consultations goes far beyond simply gathering public input. The real value comes
from transparent budget-making by government and credible oversight by the
Minister of Finance on some of the emerging issues within the budget making
process.

Unfortunately, what has emerged over the last year and a half has been a steady
erosion of both public support and public confidence in the budget-making process.
Revelations of the last few weeks that a significant amount of internal research was
done on major budget issues, but was not shared with either the Legislature or the
general public has only served to increase voter scepticism about how the Minister
of Finance, the Premier and other members of the provincial Cabinet subscribe to
the value of transparency in their budget-making process.

As a Committee, FPSE hopes that part of your report examines the erosion of
public confidence and offers some suggestions to both the Minister and the
Legislature on how to reverse this trend. For example, the Committee’s report
should comment on the mishandling of the Harmonized Sales Tax. The Minister of
Finance and the Premier have long contended that the HST was the “best thing for
the BC economy”, but both current polling results of the public’s support for the
HST as well as internal Ministry of Finance documents seem to suggest that is not
the case. Your report could hopefully provide some reliable information on the
Minster’s claim and, in the process, provide some confidence to the voting public
on whether the HST is, in fact, the most appropriate fiscal option for BC.
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FPSE acknowledges that another Legislative Committee is also looking at the HST
issue, but their focus is confined more to the referendum petition rather than the
fiscal questions. Both are important, but in terms of improving public confidence
there is a serious problem, created largely by the handling of the HST. Your
Committee has an opportunity to begin repairing that loss of confidence. It would
be a terrible comment on how you accept your responsibilities as a Committee if
your final report did not acknowledge the erosion of public confidence that the
handling of HST to this point has created for the Minister and his colleagues at the
provincial Cabinet table.

Post-secondary education has been in the media lately as several news reports
dealt with the increasing number of students who are returning to post-secondary
education institutions. That’s always an encouraging sign. The doors that open for
a person’s career following completion of a post-secondary degree, diploma,
certificate or credentialed apprenticeship are significant. Moreover, the benefits
from that decision extend to far more than just the enrolling student. It also
extends to the society that supports that student through its investments in public
post-secondary education.

Those benefits are well documented. Our submission includes as an appendix a
summary of research recently completed by the C.D. Howe Institute, which shows
the substantial return on investment for the individual who is prepared to complete
their post-secondary education. Most of that “return” comes in the form of higher
earnings and greater mobility. Those higher earnings, in turn, lead to more tax
revenues to the treasury, revenues that continue over an individual’s entire
working life.

These conclusions have been made in other studies that we have presented to this
Committee in previous years. The Canadian Council on Learning has provided the
most comprehensive overview of this research and we would recommend that
Committee review this research as you consider how the 2011 budget should
support post-secondary education.

While the evidence to support greater investments in public post-secondary
education is well developed, the problem facing BC’s public post-secondary
institutions is that provincial operating grants—the mechanism that the province
uses to invest in our institutions—have not kept pace with basic needs. Although
government-side MLAs often point to absolute increases in funding for post-
secondary education as proof of their commitment, the real test is whether those
operating grants are keeping pace with the number of students within our system
as well as the inevitable cost pressures of inflation. That’s why we have always
stressed the importance of measuring post-secondary funding in terms of inflation
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adjusted dollars per FTE of students within our system. Those calculations have
been shared with this Committee by others in the post-secondary sector. The
significant fact in this debate is that since 2001 real per-student operating grants
have declined by close to eight percent.

A fact sheet put out by the Ministry of Advanced Education suggests that total
funding for post-secondary education between 2001 and 2011/12 will increase by
about 76 percent. Unfortunately, that number is only true if you include the 145
per cent increase in tuition fees over the same period. The dramatic spike in tuition
fee revenue since 2001 has only shifted more of the burden for post-secondary
education on to students. Today’s students are paying between 25 and 30 percent
of the cost of their education compared to approximately 10-15 percent for
students who attended post-secondary education in previous generations.

The funding problems that our institutions face take many forms. Far too many of
our students have to cope with waitlists for the programs they need to either start
or complete their post-secondary education. Not surprisingly, our students are
taking longer to graduate. An undergraduate degree today typically takes six years
to finish rather than the four years that is contemplated by most post-secondary
program planners. The longer completion times reflects the new reality of
thousands of students who are forced to balance work and school in ways that
minimize debt. That said, student debt is a growing problem, one that saddles
young adults with significant costs after they graduate. As a first priority, this
Committee needs to address the affordability problem and find ways to lower the
costs of post-secondary education for our students.

Last month, there was another example of how funding is getting squeezed within
our system. The Minister of Advanced Education announced a moratorium on the
development of any new degree programs within the public-post-secondary
system. The announcement surprised many. There was virtually no consultation on
the moratorium. Our concern is that new degree programs are the way in which
our institutions stay ahead of the knowledge curve. It is the means by which they
stay relevant and provide value to students and other important stakeholders. The
moratorium is a bad idea and reflects the over-arching pressures that come from
chronic underfunding of our institutions. FPSE hopes that your final report provides
some useful guidance to the Minster of Finance on how the 2011 budget can
resolve this problem.

Trades training and apprenticeship programs have finally been brought back into
the Ministry of Advanced Education. For about five years that responsibility was
housed in the Ministry of Economic Development. It took considerable lobbying by
stakeholders and a report from the Auditor General to finally convince the Premier
to make the change. Unfortunately, BC still has a long way to go on the trades
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training front. The relationship between the Industry Training Authority and the
post-secondary institutions who deliver over 90 percent of the trades training
programs is not collaborative. Although the ITA’s budget has increased from about
$73 million when it was launched in 2003 to almost $113 million today, very little
of that increase has been targeted at the institutions that actually do the training.
Given the economic impact of a growing skills shortage, FPSE hopes your report
provides the Minster with some clear guidelines as to how that problem could be
fixed in the upcoming budget.

And finally, FPSE asks the Committee to devote a portion of its report to examining
the issue of federal transfers. Under the Labour Market Agreement and Labour
Market Development Agreement, the federal government has transferred over
$250 million to BC to support program development in a number of areas. When
transfers like this happen, there is an opportunity for government to re-think how
it could improve the outreach and effectiveness of those new program
expenditures. We believe that stakeholder input, which includes representation
from the post-secondary education institutions and faculty as well as
representatives from the broader labour movement and the employer community,
is a critical first step in designing new initiatives. However, too often stakeholder
input is treated as peripheral to real decision making by government. We think that
approach fails to capitalize on the talent and expertise that stakeholders provide.
We would like to see a section in your report that provides some advice to the
Minister on how to design the most effective stakeholder input as the province
contemplates how best to maximize the value of all federal transfers.

In conclusion, FPSE urges the Committee to incorporate the following
recommendations in the final report that is submitted to the Legislature:

1) Advise the Minister on the merits of restoring real per-student operating
grants to post-secondary institutions to their 2001 level.

2) Develop a more comprehensive approach to improving the affordability of
post-secondary education for students, an approach that would include
expanded student support services and a restoration of the student grant
program.

3) Support our call to end the current moratorium on developing new degree
programs at our public post-secondary institutions.

4) Strengthen the system of stakeholder input to ensure that when there are
federal transfers to BC, the decision making process for allocating those
transfers is truly transparent and properly reflects the input of stakeholders
consulted.
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5) Recommend ways to improve the effectiveness of trades training in BC to
ensure that the current public entity charged with responsibility for trades
training—the Industry Training Authority—achieves outcomes that will
address BC’s growing skills shortage.
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EDUCATION PAPERS

The Payoff: Returns to University, College and Trades Education
in Canada, 1980 to 2005

By
Daniel Boothby and Torben Drewes

m Among OECD countries, Canada has the highest percentage of postsecondary graduates
in the population 25-64 years old, which is due to having a large proportion of non-
university postsecondary graduates from colleges and trade schools.

m By considering the financial returns to types of postsecondary education, which
reflect demand and supply, this paper examines whether Canada has produced too
many postsecondary graduates in general, or too many graduates from colleges or
trade schools in particular.

m The answers to both questions is no. There are high rates of return to higher education, with
the exception of women graduates of trade schools.

RELEVANT

Canada is not alone among members of the Organisation for Economic Co-operation and Development
(OECD) in subsidizing postsecondary education. However, unlike other OECD governments, Canadian
governments support much higher levels of postsecondary training in colleges and trade schools relative to
universities. Consequently, the educational composition of the working-age population in Canada also differs
strikingly from that in other OECD countries, both in the high proporuon of postsecondary graduates and the
high proportion of community college graduates among them.”

At 48 percent, Canada has the highest percentage of postsecondary graduates in the population 25-64 years
old and, at 56 percent, the highest percentage of postsecondary graduates among persons 25-34 years old
among OECD countries (Figure 1). Canada also stands out in having the highest percentage of college-level
graduates in the OECD — 24 percent of persons aged 25-64 years old, 26 percent of persons 25-34 years old.
However, as concerns university graduates, Canada is well behind the ‘OECD leaders, with 25 percent for
persons 25-64 years old and 29 percent for persons 25-34 years old”

REASONED=

The paper reflects the views of the authors and no responsibility for these views should be attributed to Industry Canada or
the federal government.

Drewes gratefully acknowledges research support from SSHRC, CMEC, and Statistics Canada through the CESC-SSHRC
Education Research Initiative. The research and analysis are based on data produced by Statistics Canada. The opinions
expressed do not represent the views of Staristics Canada.

1 OECD (2009) Table Al.1a, p.37. The Canadian data in both of these OECD tables are compiled from the Labour Force
Survey, while our estimates below use Census of Population data. The methodological note for Canada (Annex 3, p.13,
available at www.oecd.org/edu/eag2009) notes that the tertiary-B (community college) proportion of the population is
inflated by some persons who should be classed as postsecondary, non-tertiary (trades). In any event, since Canada has the
highest population proportion with tertiary-B diplomas and the highest proportion with pestsecondary, non-tertiary
diplomas, Canada certainly has the highest proportion of non-university postsecondary credentials.

2 OECD (2009) Table Al.3a, p.39. We have used the terms “postsecondary,” “college” and “university” in place of the OECD
terms “tertiary,” “tertiary-type B” and “tertiary type-A and Advanced Research programs.”
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The high percentage of postsecondary graduates in Canada and their concentration in non-university programs are, in
part, the outcomes of public policy. While individual Canadians decide whether or not to continue on to postsecondary
studies and at what level, their decisions are made in light of the availability and cost of places in different types of
postsecondary institutions.

Public funding decisions play a large role in determining the total supply of postsecondary places and the allocation of those
places across various types of programs. Public policy also plays a role in determining the price of postsecondary programs, both
directly through decisions about tuition and fees, and indirectly through student loans, bursaries, and subsidies via the tax system.

The data on educational attainment cited above raise two important questions for educational policy. First, is there
evidence that Canada produces “too many” postsecondary graduates? The second question is closely related to the first —
does Canada produce “too many” of its postsecondary graduates from non-university programs?

To answer these questions, we consider the financial returns to postsecondary education. What is the value of
bachelor’s degree in terms of earning power, compared to a high-school diploma? What about a college diploma or
trade school certificate? The findings are not only of interest to aspiring students and their parents; from a public policy
perspective, they can be instructive about the efficient allocation of scarce government funds.

Financial Returns to Postsecondary Education

Changes over time in the financial returns to postsecondary education are often interpreted as evidence as to the relative
growth of supply and demand for new gmduates.3 Rising wages of graduates are taken to show demand growing more
rapidly than supply; and falling wages, the opposite. Evidence of this type cannot tell us whether there is “too much” or
“too little” postsecondary education, but a marked drop in returns might nonetheless be a strong indication to slow the
expansion of postsecondary education; and contrariwise for a marked increase in returns.

A number of findings in Table 1 are noteworthy:

1. Female university graduates who worked full-time and full year earned more on average (e.g., 57.6 percent more in
1995) than female high-school graduates who worked full-time, full-year (Table 1).

2. For both women and men, the earnings premium — how much more money, on average, postsecondary graduates
earn over high-school graduates — to a bachelor’s degree is higher than the premium from a community college
diploma, which is higher than the premium to a trade education.

3. The earnings premium to a bachelor’s degree is markedly higher for women than for men. However, by 2005 there
is little difference in male and female earnings premia to a community college diploma.

4.1n 2005, men with a trades certificate earned 12 percent more on average than male high-school graduates. On the other
hand, female trades graduates, on average, see no significant earnings difference with female high-school gmduat%.6

3 Goldin and Katz (2007) is a recent example of this approach.

4 The entries in Table 1 show carnings premia to male and female graduates from various levels of postsecondary education; that is, how
much more they earn than high-school graduates of the same gender, once other factors thar affect earnings are taken into account. The
data are taken from the quinquennial Censuses of Population.

The estimates in Table 1 are the result of regressing the log of weekly earnings on dummy variables for highest level of completed
schooling, then converting the estimated coefficients to exact percentage difgzrcnces. Control variables include estimated work experience
and province of residence. Separate regressions were carried out for women and men for each Census income year. The samples were
limited to full-year, full-time workers. Detailed results are available from the authors.

5 Female bachelor’s degree graduates have lower earnings than male bachelor’s degree graduates; and female high-school graduates have
lower earnings than male high-school graduates. Female bachelor’s degree graduarcsfavc higher earnings premia than male bachelor’s
degree graduates because the ratio of their carnings to those of female high-school graduates is greater than the ratio of male bachelor’s
graduate earnings to male high-school graduate carnings.

6 For reasons of space, we will have little to say here about the effects of field of study on carnings. It is worth pointing our that female and
male trades graduates have very different field of study distributions. For example, of females completing apprenticeships in 2007, 67
percent of them did so in hairstylist programs and only 1 percent of people certified in construction trades were women. See Skof (2010).
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Figure 1: Percentage of Population 25-64 with Completed Post-Secondary Education by Highest Level Completed:
Selected OECD Countries and OECD Average
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Table 1: Percentage Earnings Premia (compared to high-school graduates)

1980 1985 1990 1995 2000 2005
Males
percent
Trade 2 3 7 9 10 12
College 10 12 16 17 19 17
Bachelor's 32 36 40 43 49 45
Females
percent
Trade 2 -1* 2 1* 2 -2
College 16 15 19 19 19 19
Bachelor's 49 52 56 58 59 60

* insignificant at the 10% level.

Source: Authors’ computations from 1981, 1986, 1991, 1996 and 2001 Census of Population Individuals Public Use files and from 2006 Census of
Population Individuals microdata files.
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5. As to changes over time, the earnings premium for both women and men with a bachelor’s degree rose fairly steadily
from 1980 to 2005, though the rate of increase slows somewhat after 1990.7

6. For female community college graduates, the earnings premium rose slightly from 1980 to 1990; premia for male
community college graduates followed a similar pattern.

The most striking results with regard to changes over time concern trades graduates. Throughout the period, there is
little, if any, earnings premium to a trades certificate for women, likely due to the continuing concentration of female

trades graduates in personal services and cooking fields of study. Men’s earnings premium to a trades certificate rises
throughout the period, due perhaps to an increase in the total years of schooling of men with a trades certificate,” to

increasing demand for trades graduates, or to both.

Rates of Return

These earnings premium differences are related to differences in the length of studies in each type of postsecondary
education: it typically takes longer to complete a bachelor’s degree than a community college diploma, and a community
college diploma than a trades certificate. Not surprisingly, this greater investment of time, not to mention foregone
earnings, leads to a higher total return.

Computation of financial returns to education by taking into account foregone earnings and length of time invested —
internal rates of return — allows a more direct comparison of the net returns to investment in each of the various types of

postsecondary program.
The rates of return are based on age-earnings profiles for female and male high-school graduates, community college

graduates and bachelor-level graduates and for male trades graduates. The profiles were estimated using data on 2005
earnings of full-year, full-time workers from the 2006 Census of Populau'on.9 The rates of return are for individuals who
undertake full-time studies at age 18 and continue through to graduation without an interruption. The assumed periods of
study are f%r years for a bachelor’s degree, three years for a community college diploma and two years for a trades
certificate.

7 One should not read too much into small changes in these premia, as they are sensitive to methods of estimation, sample restrictions, and
so on. For example, while we show a fall in the male premium for a bachelor’s degree from 1995 to 2000, Boudarbat, Lemieux and
Riddell (2010) also use Census data, but find the male bachelor’s degree premium rose over this period. One possible reason for this
discrepancy is that their sample appears to include less-than-full-time workers.

8 The proportion of men with a trades certificate but without a high-school diploma has fallen and the average length of trades education
may have risen. While it is possible in earlier Censuses to compute the total years of schooling for trades graduates, these questions were
dropped in the 2006 Census.

9  The profiles are the result of regressing earnings on age, age-squared and age-cubed.

10 A first remark about these rates of return is that they are extremely sensitive to the assumed duration of studies. If one shortens the period of
studies for community college from 3 years to 2.5 years, the rate of return rises to 13.2 percent for women and 12.9 percent for men. Similarly,
assuming a duration of studies of 1.5 years rather than 2 years for a trades certificate for men raises the rate of return to 15.7 percent.

While it is reasonable to assume that a BA typically requires four years of study beyond age 18 years, it is much more difficult to arrive at
“typical” duration of studies for a community college diploma or a trades certificate. It is also the case that community college graduares are
older on average than BA graduates, which also affects the rate of return. The rate of return for a person 21 years old who undertakes a
three-year community college program falls to 8.9 percent for women and 9.2 percent for men from the rates shown in Table 2.

A final remark concerns direct costs of study. We have not included any direct costs of study in our rate of return. Tuition and fees are likely to
be highest for university studies. If we arbitrarily include $5,000 a year of direct costs (net of earnings during studies) in addition to foregone
earnings as a cost of a bachelor’s degree, the rates of return to a bachelor’s degree fall to 14.0 percent for women and to 11.4 percent for men.

Students often have earnings during studies, which may well offsct or more than offset the direct costs of studies. We have also not
accounted for the effects of the tax system, either in subsidizing postsecondary subsidies, or in reducing the private return to
postsecondary studies due to progressivity. Davies and Collins (2005) take all of these factors into account for bachelor’s degree studies.

In light of the sensitivity of rates of return to change in assumptions, we will confine ourselves to quite general conclusions.

/4 e-brief



INDEPENDENT= REASONED=RELEVANT

Table 2. Rates of return to different levels of postsecondary education

Women* Men

Financial returns in percent

BA Community College BA Community College Trades
17 11 13 11 9

*Not computed for Trades for women because of the negative earnings premium for this group in Table 1.
Source: Authors' compurations from 2006 Census of Population microdata.

All of the forms of postsecondary education have substantial financial returns, over and above the earnings foregone,
and length of time invested, by taking up studies (Table 2). Although the rate of return from a university degree, for both
men and women, appears to be higher than the financial earnings from other postsecondary studies, it is difficult to say
which form of postsecondary education pays the highest rate of return without a comprehensive understanding of the
length of studies and the variable enrolment costs across jurisdictions.

Conclusion

The main policy-related questions posed at the beginning of this paper are whether Canada produces too many post-
secondary graduates and whether too many of Canada’s post-secondary graduates are from non-university programs. The
evidence presented here would lead us to conclude that the answer to both questions is, “no.” Earnings premia for all
three levels of post-secondary education have risen over the period 1980-2005 for men. Earnings premia for women have
risen over this period for BA and community college graduates, but not for trades graduates.” Our crude rate of return
computations indicate that, on average, students’ investment of time and foregone earnings in most of these types of study
earns a substantial return.””

While Canada is unusual among OECD countries for the high percentage of the population with a postsecondary
credential and for the high percentage of community college and trades graduates, we find little indication that growth in
the supply of Canadian postsecondary graduates has outpaced growth in demand in general, or for community college
and trades graduates.

The enormous expansion of postsecondary education in Canada is in large part due to substantial investments by
provincial governments and the federal government that support both students and educational institutions. With an aging
population and growing healthcare costs, governments that face significant fiscal pressures may seek to reduce their level
of postsecondary support. Evidence that postsecondary education had over-expanded would provide justification for
reallocating funds elsewhere — but we found no broad-based evidence to support this view.

11 There may be non-pecuniary returns to female trades graduates in personal services and cooking, but there is no return in increased earnings.
The number of female trades graduates continues to be small in other fields of study that are typical fields of study for male trade graduates.
Further investigation of the reasons for this continuing gender segregation would seem to be indicated, but is beyond the scope of this paper.

12 Our rates of return are private rates of return that do not take take into account taxes, direct costs, subsidies or educational externalities.
A more appropriate comparison would be between social rates of return to various levels of study. Collins and Davies (2005), take taxes,
direct costs and subsidies into account. They show that this lowers what they call the “rotal rate of reurn” by less than two percentage
points, although this number may have risen since due to increased tax subsidies to postsecondary education and decreased progressivity of
the tax system. To go from their total rate of return to a social rate of return requires adding the value of externalities to postsecondary
education. Collins and Davies suggest adding two percentage points to the toral rate of return as a lower bound of positive externalities
from university education. While their computations are for university studies only, we see no reason the results should be very different for
other forms of post-secondary educarion.
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