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.. .students, society 
and the government 
all receive major 
benefits from higher 
education...

The value of a 
university education
A s a n o t h e r  u n iv e r s i ty  y e a r  b e g in s ,  

m a n y  cu r r e n t  a n d  p o te n t ia l  s tu 

d e n ts  a re  w o n d e r i n g  a l o u d  a b o u t  

the v a lu e  o f  h igh er e d u c a t io n .  A w a re  o f  the 

d i f f ic u lty  s o m e  g r a d u a t e s  h a v e  in f in d in g  

w o rk ,  m a n y  ask: is th ere  n o w  a n y  po in t  in 

g a in in g  a un ivers ity  d e g r e e ?  O th ers  w o rr y  

a b o u t  the  H ig h e r  E d u c a t io n  C o n tr ib u t io n  

S c h e m e  [HECS] w h ic h  im p o s e s  costs  that 

se e m  to rise in e x o ra b ly  y e a r  after year. T h ey  

ask :  is it w o rth  in cu rr in g  a h u g e  d e b t  that 

m a y  ta k e  m e  a d e c a d e  to re p a y ?

P re se n t ly  t a x p a y e r s  a n d  s tu d e n ts  a re  

s p e n d in g  a lm o s t  $ 5  b il l ion  on  h ig h er  e d u 

cat ion . For its part the g o v e rn m e n t  s e e m s  to 

h a ve  serious  reservations a b o u t  the v a lu e  o f  

this in vestm en t .  M a jo r  r e v ie w s  a re  u n d e r

w a y  a n d  v o i c e s  c a n  b e  h e a rd  a s k in g  'a re  

w e  gett in g  a d e c e n t  return?'

T h e  a n s w e r  to  all th e s e  q u e s t io n s  is: 

' y e s ' .

R e s e a r c h  b y  P r o fe s s o r  J e f f  B o r la n d  o f  

M e l b o u r n e  U n iv e rs ity  m a k e s  it a b so lu te ly  

c le a r  that students , s o c ie ty  a n d  the g o v e r n 

m ent all r e c e iv e  m a jo r  benefits  from  higher 

e d u c a t io n .  O n  a v e r a g e  s tudents  u n d e rta k 

ing te rt iary  s tudy  w il l  s p e n d  $ 1 7  0 0 0  p e r  

y e a r  in d i re c t  co s ts ,  H E C S  fe e s  a n d  f o r e 

g o n e  e a r n in g s .  A  t h r e e - y e a r  d e g r e e  w il l  

co s t  th e m  a ro u n d  $ 5 2  0 0 0 .  But B o r la n d 's  

s tudy s h o w s  that net e a rn in g s  for g rad u ates  

a re  i n c r e a s e d  b y  m o r e  th a n  $ 4 3 0  0 0 0  in 

their  w o rk in g  lives. That represen ts  a return 

o f  1 4 . 5  per  ce n t  per  y e a r  for the  w h o l e  o f  

their  c a re e r s .  But for H E C S  fe e s ,  the return 

w o u ld  b e  m o re  than tw en ty  per  cent. Taking 

out  H EC S, the return has re m a in e d  m o re  or 

less c o n s ta n t  for at  least  tw e n t y  ye a rs .  Or, 

in o th er  w o rd s ,  H E C S  has  re d u c e d  the  re
turn on  tertiary  s tudy b y  a third.

W ith in  th e se  a v e r a g e s  th e re  a re ,  o f  

c o u r s e ,  v a r ia t io n s  b e t w e e n  p a r t ic u la r  

c o u r s e s .  S o c ia l  s c i e n c e  a n d  Arts d e g r e e s ,  

fo r  e x a m p l e ,  return an  a v e r a g e  1 1 . 5  per  

cent ,  w h i le  b u s in e ss  a n d  e c o n o m i c s  q u a l i 

f icat ions  gen e ra te  1 8 per  cent. Interestingly, 

it s e e m s  that th o se  w h o  u n d e r ta k e  lo n g e r  

c o u rs e s  o v e r  four, f ive  or m o r e  y e a r s  e x p e 

r ie n c e  d im in ish in g  returns, d e sp ite  e a rn in g  

g e n e r a l l y  h ig h e r  i n c o m e s .  T h e  a d d i t io n a l  

w a g e s  d o  not usu a lly  offset the greater costs 

in cu rred  b y  se ve ra l  m o r e  y e a r s  o f  study.

A v e ra g e  p r iv a te  ra te  o f  re tu rn  from  

A u stra l ia n  u n iv er s ity  degree

Average 
annual return

A. Base case 1 4 . 5 %

B. By qualification level
B a ch e lo r  degree 1 3 . 5 %

Post graduate  d egree 8 .0%
C. By qualification field

Business/adm in 18.0%
Society/culture 1 1 . 0 %

Sc ie n c e 11.0%
Engineering 1 9 . 5 %

S o u rc e :  U n iv e rs ity  o f  M e lb o u r n e .  B o r la n d  

J 2 0 0 2

From  a n o t h e r  p e r s p e c t iv e  —  th at  o f  

in c o m e  in e q u a l i t y  —  th e  v a l u e  o f  e d u c a 

tion to in d iv id u a ls  c a n  a ls o  b e  c o n f i rm e d .  

In his  s tu d y  o f  fa m i l y  in c o m e  in e q u a l i ty ,  
N ic k  P a p p a s  from  the  C e n t re  for S trateg ic  

E c o n o m ic  Studies , s h o w s  that ab o u t  a third 

o f  th e  total i n c r e a s e  in w a g e  in e q u a l i t y  
o v e r  the  past  d e c a d e  c a n  b e  attr ibuted  to 

e d u c a t io n .  This results  fro m  the in c re a s e d  

re la t iv e  d e m a n d  fo r  w o r k e r s  w ith  tert iary  

q u a l i f i c a t io n s .  T h e  w a y  to n a r r o w  the 

in c o m e  in e q u a l i t y  g a p ,  sa y s  P a p p a s ,  is 
to a d o p t  b r o a d e r  e d u c a t io n  a n d  t ra in in g  

p r o g r a m s  to s p r e a d  l a b o u r  m a rk e t  sk il ls  

m o r e  w id e ly .

O E C D  research  c o n f i rm s  there  is a b u n 

d a n t  e v i d e n c e  that e a r l ie r  n at io n a l  s t ra te 
g ie s  or in vest in g  in t ra in ing  a n d  e d u c a t io n  

re tu rn ed  a h a n d s o m e  d i v i d e n d  in fa s te r  
p ro d u c t iv i t y  g r o w th  a n d  h ig h e r  a g g r e g a t e  

p ro d u c t iv i t y  le v e ls .  For g o v e r n m e n t  th en , 

it s h o u ld  b e  o b v i o u s  that, far from  cu tt ing  

s p e n d in g  on e d u c a t io n ,  it w o u l d  b e  s e n s i 

b le  to in c r e a s e  it, fo r  e v e r y b o d y ' s  b e n e f it  

—  e m p lo y e r s ,  w o rk e r s ,  y o u n g  p e o p l e  w h o  

w il l  sh o rt ly  en te r  the  w o r k fo r c e  a n d  e v e n  
the 'b e a n - c o u n t e r s '  w h o  fo c u s  on the  |n a

t io na l]  'b o t to m  l in e ' ,  p r o v id in g  t h e y  c a n  

put  a s id e  th eir  c h a r a c t e r i s t i c  sh o rt- te rm  

fixa t ion .

For e m p lo y e e s  a nd  students the m e s sa g e  

is e q u a l ly  clear. H E C S  debt m ay  be a so u rce  

o f  w o r r y ;  jo b s  m a y  still b e  hard  to c o m e  

by. But it true that n oth ing  is m o re  l ike ly  to 

im p ro v e  their  c h a n c e s  o f  f ind ing  w o rk  a n d  
in creas in g  e arn in g  c a p a c i ty  than p o ssess io n  
o f  a un ivers ity  q u a l i f ic a t io n .  ■
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