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Figure 17.3: Median weekly income for the population aged 15 and over by highest qualification  
and ethnicity (2007)
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18. Graduate Income Premium
What we have found
The differences in earnings between those who have undertaken tertiary education 
depend in large part on the level at which they study. But within each level of study, 
completion does make a difference to people’s earnings. On average, people who 
start qualifi cations and complete them earn more than those who start qualifi cations 
at the same level but do not fi nish. In other words, the labour market pays a premium 
for completion of qualifi cations.

The highest premium is paid for completion of a bachelors degree and this premium 
endures over time. A signifi cant premium is also paid for completion of a diploma. 
The premium for completion of a certifi cate is lower, refl ecting the type of work that 
certifi cate holders typically undertake. A masters degree has a low premium, 
refl ecting the fact that those who start a masters degree but do not fi nish will usually 
have completed a bachelors degree and hence will enjoy the lift in earnings that 
qualifi cation brings.

The premium paid for completion of a bachelors degree is higher among Māori and 
Pasifi ka; this means that completion of those qualifi cations tends to reduce disparities 
between ethnic groups.

Why this is important
One of the marks of the success of an education system is 

the extent to which it helps individuals to find sustainable 

employment and the extent to which employers are willing 

to pay for people’s skills and knowledge. Both indicate the 

extent to which the education system serves the economy.

Because people with higher levels of education are more 

likely to participate in the labour market, they face lower 

risks of unemployment, have greater access to further 

training, and receive higher earnings on average; they also 

benefit personally from their education.

How we are going
The premium for completion

The ‘premium for completion’ compares the mean income 

of students who have completed tertiary qualifications 

against those who started but failed to complete the same 

level of qualifications. This gives the ‘benefit of completion’ 

or the premium in earned income that students who 

complete receive.33 The labour market pays the highest 

income premium for completion of bachelors degrees. 

The data show:

the premium for completion of most qualification  ■

types is evident from the point of leaving study and, 

in most cases, is still visible nine years after leaving

33 In Chapter 17 – Effect of education on income, comparisons of earnings were made between people with tertiary qualifications and people with no qualifications. 
Differences in earnings in that chapter are not directly comparable with differences concluded here.
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the premium for completion of a bachelors degree  ■

remains at around 30 percent or more over the first 

nine years following study

the premium for completion of a bachelors degree  ■

is even higher at lower levels in the income 

distribution34

the premium for completion of a level 1 to 3 certificate  ■

is lower, but still enduring – among those who left 

study in 1997, the premium nine years after leaving 

was 10 percent, while the 2000 leavers had a premium 

of nearly 20 percent in 2006

the premium for completing a postgraduate  ■

qualification is lower, largely because holders of 

postgraduate qualifications had already earned a 

premium for their bachelors degree

there is also a substantial premium for completing a  ■

level 5 to 7 diploma – about 14 percent nine years 

after leaving.

Demographic factors and the premium for 
completion

Women generally earn less than men with equivalent 

qualifications and there are also disparities in earnings 

between different ethnic groups. This section looks at the 

extent to which the completion of a bachelors degree and 

levels 1 to 3 certificates reduces these disparities. The 

data show:

women have been enjoying similar earnings premiums  ■

to men in recent years. In 2006, for those who had left 

study in 1997 having studied at bachelors degree 

level, the premium among the women was 44 percent, 

compared with 41 percent for men. In 2006, after six 

years in the workforce, women who had completed a 

bachelors degree enjoyed a premium of 36 percent, 

marginally higher than men (35 percent)

Mäori and Pasifika who complete bachelors degrees  ■

receive higher premiums than those of European/

Päkehä ethnicity, indicating that completion at 

this level tends to reduce the earnings disparity 

between those two ethnic groups and European/

Päkehä people.

Figure 18.1: Premium for completion of a bachelors degree (1997 leaving cohort and 2000 leaving cohort)
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34 If we take all students who completed a bachelors degree and compare the income of the student at the 25th percentile with the corresponding student for those 
who started by failed to complete a bachelors degree, then the premium for completion was nearly 70 percent nearly nine years after leaving study.
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Figure 18.2: Premium for completion of a level 1-3 certifi cate (1997 leaving cohort and 2000 leaving cohort)
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Figure 18.3: Premium for completion of a bachelors degree after leaving study by gender, for those who 
last studied in 1997
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Figure 18.4: Premium for completion of a bachelors degree after leaving study by ethnic group, for those 
who last studied in 1997
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19. Unemployment Rates
What we have found
The unemployment rate remained stable for those with higher qualifi cation 
levels compared to those with no qualifi cation. The unemployment rate among 
those with no qualifi cations rose in 2007 after reaching its lowest level in 2006. 
There is still an ethnic disparity in unemployment rates. The gender disparity in 
unemployment rate reduced among those with bachelors degree or higher 
qualifi cation levels.

Why this is important
One of the important marks of the success of an education 

system is the opportunities it creates for individuals to find 

sustainable employment. Participation in employment can 

lower economic dependency and deprivation and help to 

raise an individual’s living standards. This in turn helps 

contribute to the growth of a healthy society. The 

employment prospects of individuals with varying levels of 

qualifications depend both on the requirements of labour 

markets and on the supply of workers with different skills. 

Those with low educational qualifications are at particular 

risk of economic isolation since they are both less likely to 

participate in the labour force and more likely to be without 

jobs even if they are actively seeking them.

How we are going
The labour force participation rate has increased 

considerably over the past few years, resulting in a 

narrowing of the gap in the unemployment rate between 

those who are tertiary qualified and those with no 

qualifications. The unemployment rate rose between 

2005 and 2007 for those with no qualifications, whereas it 

remained stable for those with non-degree tertiary 

qualifications and for those with bachelors degrees or 

higher qualifications. The overall unemployment rate has 

also decreased since 1998 as a result of the strong New 

Zealand economy.35 The data show:

in the 16 years since 1991, people with tertiary  ■

qualifications have been considerably more likely than 

those with only school qualifications to be in 

employment. Unemployment rates for those with non-

degree tertiary qualifications are now very similar to 

those with bachelors degrees or higher qualifications 

(see Figure 19.1)

after reaching it lowest level in 2006, the  ■

unemployment rate for those with no qualifications 

started to rise again in 2007.

The disparities in the unemployment rates of different 

ethnic groups holding tertiary qualifications reduced 

between 1991 and 2007. The gap between ethnic groups 

has narrowed especially among those with bachelors 

degrees or higher qualifications. The data show:

the unemployment rate is lowest among people of  ■

European/Päkehä ethnicity. Their unemployment 

rate decreased from 3.6 percent in 1991 to 1.9 percent 

by 2007 for those holding a bachelors degree or 

higher qualification levels. The unemployment rate 

of the ‘other’ ethnic group category (which includes 

Asian and other immigrants) peaked at 15.4 percent 

in 1991 before falling to 3.5 percent in 2007

35 In 2007, out of 27 OECD countries, New Zealand ranked fourth (after Norway, South Korea, and the Netherlands) with a standardised unemployment rate of 3.6 
percent, compared with the OECD average of 5.6 percent.
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Figure 19.1: Unemployment rate in the population aged 15 years and over by highest qualifi cation (1991 to 2007)
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Source: Statistics New Zealand. Household Labour Force Survey (June quarter, 2007).

Figure 19.2: Unemployment rate in the population aged 15 years and over by highest qualifi cation and 
ethnic group (2007)
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1. The Household Labour Force Survey, from which all these numbers are drawn, is a sample. As a result, some of the figures are subject to 
sampling error. The sampling error in the case of this sub-category of the respondents is between eight and 10 percent. Therefore, caution 
must be used when looking at the unemployment rate of bachelors degree for Mäori and Pasifika, which are highly subject to sampling error 
due to very small sample size.

among Mäori with a bachelors degree or higher  ■

qualification, the unemployment rate dropped from 

13 percent in 1992 to 3.4 percent in 2007. Among 

Pasifika, the drop was more significant – from 10 

percent in 1991 to less than five percent in 2007

the unemployment rate also narrowed gradually  ■

between ethnic populations holding non-degree level 

qualifications. The unemployment rate dropped for 

European/Päkehä with non-degree level qualifications 

from six percent to less than two percent between 

1991 and 2007

among Mäori, the unemployment rate fell from 19  ■

percent to six percent between 1991 and 2007. For 

Pasifika it went down from 20 percent to 6.5 percent 

in the same period.
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Figure 19.3: Unemployment rate in the population aged 15 years and over by highest qualifi cation and 
gender (2007)
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Source: Statistics New Zealand. Household Labour Force Survey (June quarter, 2007).

The gender disparity in the unemployment rate is lowest 

among those with tertiary qualifications. In 2007, men and 

women with a bachelors degree or higher had the same 

unemployment rate of 2.2 percent (see Figure 19.3).

Women with school level qualifications and those with no 

qualifications had higher unemployment rates than men 

with similar qualification levels.

Where to fi nd out more

Indicators

Publications

Education 
and learning

Key 
publication 
series

Tertiary

Visit www.educationcounts.govt.nz

Unemployment rate by highest qualification ■

Tertiary education of New Zealanders: a census analysis ■

Profile and trends ■




