Catalogue no. 11F0019MIE — No. 277
| ISSN: 1205-9153
M| |SBN: 0-662-42831-5

Analytical Studies Branch Research Paper Series

Summary of: Participation in Adult
Schooling and its Earnings
Impact in Canada

by Xuelin Zhang and Boris Palameta

Business and Labour Market Analysis Division ; c
24-F, R.H. Coats Building, Ottawa, K1A 0T6 :

Telephone: 1 800 263-1136

- - L
Bl S S Canada



Summary of: Participation in Adult Schooling
and its Earnings Impact in Canada

by Xuelin Zhang and Boris Palameta

11FOO1I9MIE No. 277
| SSN: 1205-9153
ISBN: 0-662-42831-5

Business and Labour Market Andlysis Divison
24-F, R.-H.-Coats Building, Ottawa, ON K1A 0T6

How to obtain mor e information:
Nationd inquiriesline: 1 800 263-1136
E-Mall inquiries. infostats@statcan.ca

March 2006

Published by authority of the Minister responsible for Statistics Canada
© Minister of Industry, 2006

All rights reserved. The content of this publication may be reproduced, in whole or in part, and by any means,
without further permission from Statistics Canada, subject to the following conditions: that it is done solely for the
purposes of private study, research, criticism, review, newspaper summary, and/or for non-commercial purposes; and
that statistics Canada be fully acknowledged as follows: source (or “Adapted from”, if appropriate): Statistics
Canada, name of product, catalogue, volume and issue numbers, reference period and page(s). Otherwise, no part of
this publication may be reproduced, stored in a retrieval system or transmitted in any form or by any means,
electronic, mechanical, photocopy, for any purposes, without prior written permission from Licensing Services,
Marketing Division, Statistics Canada, Ottawa, Ontario, Canada K1A 0T6.

Cette publication est disponible en francais.
Note of appreciation:
Canada owes the success of its statistical system to a long-standing partnership between Statistics Canada, the

citizens of Canada, its businesses, governments and other institutions. Accurate and timely statistical information
could not be produced without their continued cooperation and goodwill.



1. Introduction

More adult Canadians are returning to school for additionad education, a trend closdly related to
technologica changes that create new jobs, destroy old ones, and render some knowledge and skills
obsolete. For workers who apply for jobs requiring new knowledge and skills, as well as workers for
whom job retention or promotion requires updated knowledge and skills, going back to school is an
option. In this study, we look at adult schooling, or those educationd activities undertaken by individuds
who have left school and have been working for some time before returning. We focus on formal adult
schooling in an educationd inditution such as community college, indtitute of gpplied ats and
technology, CEGEP (in Quebec), or university. Drawing upon data from Statistics Canada' s Survey of
Labour and Income Dynamics (SLID), we ask who participates in adult schooling, who benefits, and by
how much

In section 2, we discuss the characteristics of the sdected sample. Section 3 invedtigates the
characterigtics of adult schooling participants. Section 4 presents our empirica results on the earnings
impact of adult schooling, and the summary and conclusions are in section 5.

2. Sample Characteristics

Statistics Canada’'s Survey of Labour and Income Dynamics (SLID), a longitudind household survey,
covers roughly 97% of the population. Our sample is drawn from two complete pandls of respondents
(1993 to 1998 and 1996 to 2001). Each pand comprises approximately 15,000 households and
30,000 adults. Respondents are surveyed twice a year for six consecutive years. In SLID, each
respondent’s level of education is established during the firgt interview. Subsequent educationa activity
is reported yearly, including school attendance and post-secondary certificates received. Thus, year 1 to
year 6 changes in wages and earnings can be compared between those who did not attend school in the
6-year period and those who attended at some point between years 2 and 5. Schooling participants can
be further classified between those who received a post-secondary certificate and those who did not.*

We sdlect workers who responded to the surveys in eech year (95% of respondents). To diminate
those who had not yet entered the labour market and those who were approaching retirement, we
include only persons between the ages of 17 and 59 in the first year of observation. We exclude those
aged between 50 and 59 in the first year who received penson benefits a any time during the 6-year
period. We exclude students in the firs and last years of observation. Since we do not know if an
individua who atended schoal in the first year was a continuing student, excluding those attending
school in the firg year ensures that we are dedling with workers who returned to school, not continuing
students. For students in the 8" year, some might have no earnings data, and others might work less
than a year; hence a comparison of annua earningsin years 1 and 6 would not be meaningful.

1. Persons receiving a high-school diploma are included in this group: there were too few to warrant a separate
group.
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We only include workers who worked full-time for at least part of the year, or whose main job was
either full-time or involuntary part-time.? Further, because we focus on the impact of adult schooling on
wages and earnings from paid employment, people with any sdf-employment earnings are excluded.
Findly, those with unknown initia level of education are excluded, leaving a sample of 10,999, 59% of
which are men, and 41% women.

We use individud age in the first year of a panel to separate young (17 to 34 years) from older (35to
59 years) workers. 42% of men and 36% of women in our sample were young workers. We aso
examine marita atus at the end of the first year of observation, 73% of men and 70% of women were
married; 21% of men and 19% of women were single (never married). We use the level of educationin
the firgt year of observation to classfy individuds into low- and high-educated workers. We define high
school graduates and those with less than high school education as low-educated; those with more than
a high school education are defined as high-educated. Twenty-one percent of men and 23% of women
were high school graduates, 20% of men and 15% of women had less than high school education.
Among the remaining workers, 15% of men and 14% of women had a bachelor or higher degree; 45%
of men and 48% of women had an education above high school but below the bachelor leve.

3. Participation in Adult Schooling

In our sample, 14% of men and 15% of women participated in adult schooling, and more than haf of
them (roughly 8%) obtained a post- secondary certificate.

We found that age affects adult schooling participation: young workers were more likely to participate
and more likely to obtain a post-secondary certificate than older workers. Initid level of education is
another factor: workers with less than a high school education were least likdly to participate in adult
schooling and to obtain a post-secondary certificate; workers with a college-leve education were most
likely to participate and to obtain a certificate.

Single (never married) workers were most likely to participate in adult schooling. They were dso most
likely to obtain a post-secondary certificate, particularly among women: close to 12% of single women
obtained a post-secondary certificate, while less than 5% of divorced women did so. The effect of
marital status was not as strong for men as for women.

Whether they obtained a post- secondary certificate or not, adult students most frequently attended non-
universty post-secondary inditutions, such as community colleges, indtitutes of applied arts and
technology, and trade or vocationa hools: 59% of adult students who did not obtain a certificate
attended at least one of these ingtitutions. Among those who did obtain a certificate, more than 88% did
S0 a a non-university post-secondary ingitution.

Turning to multivariate andyses, separating those who obtain a post-secondary certificate or diploma
from those who do not results in a dependent variable with three possbilities: not participating,

2. Themain job is considered to be involuntary part-timeif the reason given for being part-time is“could only find
part-time work.”
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participating but no certificate received, or participating with a certificate received. We cdculate the
predicted probabilities of each, usng both logit and multinomia logit models.

Since participation in adult schooling is closdy related to labour supply decisions, and the labour supply
decisons of men and women are affected by different factors, we exam adult schooling participation of
men and women separady. Explanatory variables include hourly wage rate, family income, maritd

gatus, and the presence of young children. Since older workers have fewer years to recover schooling
cogts, we include age (young/old) as a key explanatory variable. Other variables included are initid level
of education, parents education, union gatus, industry, occupation, firm size, and l- and part-time
employmen.

Results from the multivariate modds indicate that young workers were more likely than older workersto
participate in adult schooling, and they were more likely to obtain a post- secondary certificate. Workers
with less than high school education were least likely to participate in adult schooling and were dso least
likely to obtain a post-secondary certificate, afinding consistent with the “learning begets more learning”
hypothesis. But it does not imply a smple monotoric relaion between adult schooling and theinitid leve
of education. The probahilities of obtaining a post-secondary certificate for high school, college, and
univergty graduates were practically the same.

Marital status played an important role among women. Single women were twice as likely as divorced
women to obtain a post-secondary certificate. While the presence of young children (less than 6 years
old) did not affect men's participation in adult schooling, it meattered for women. The predicted
probability of obtaining a post-secondary certificate for women was lowered by two percentage points
by the presence of young children, and this decrease was Satigticaly sgnificant.

When workers receive high wages, their opportunity cost of attending school is aso high, and we would
expect a negative relationship between wage rate and participation in adult schooling. In the logit modd,
the effect of hourly wage on participation in adult schooling was negative for both men and women,
dthough the estimates were not daidicdly sgnificant. The estimates were less dear in the multinomid
logit modd, except for men who participated in “no-certificate’ adult schooling: aone dollar increasein
hourly wage rate lowered the participation probability by 0.1 percentage point.

Men's participation in adult education and their receipt of a post-secondary certificate were negatively
related to family income, but these relationships were not datistically sgnificant. For women, the logit
mode indicates that women whose family income was in the lowest quatile were more likdy to
participate in adult schooling than those in the highest quartile, but this relationship does not hold strongly
in the multinomid logit modd.

Male workers with a part-time job were more likdy then full-time counterparts to participate in adult
schooling. However, the participation difference between part- and full-time men was largdly confined
to the “no-certificate’ case. Men who worked for larger firms were more likely to participate in adult
schooling than men who worked for the smalest firms, but firm size effect was confined to the “no-
certificate’ case.
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Participation probabilities of men working in professond services, trangportation, and warehousing
indudtries were sgnificantly lower than men in manufacturing. The participation probabilities for women
in financid services, and to a lesser extent in retail trades and primary indudtries, were higher than
women in manufacturing. Men in information services, trangportation, and warehousing industries were
a0 less likely to obtain a post-secondary certificate, while men in public services were more likely to
obtain a post-secondary certificate. The effect of industry on post-secondary certificate was not
sgnificant for women.

4. TheEarningsImpact of Adult Schooling

Earnings growth over the sx-year period of observation is assessed in terms of hourly wage rate and
annua earnings. Comparing average earnings in the firs and lagt years, it is apparent that those who
wert back to school had greater gains than those who did not: the annud earnings of men who
participated in adult schooling grew by 24%; the annual earnings of those who did not, grew by only
15%. However, if participants in adult education are divided into those who did (CERT) and those who
did not (NOCERT) obtain a post-secondary certificate, those who obtained a certificate had the largest
earnings gains, paticulaly among women. Wage rates and annua earnings of women who obtained a
certificate grew a dmost double the rate of women who did not participate. But women who went back
to school without obtaining a certificate had a dower earnings growth than women who did not

participate.

To isolate the association between earnings gains and adult schooling, we estimate aregresson modd in
which other variables associated with earnings gains are controlled. For the CERT group, the returns are
postive in terms of annud earnings and hourly wage, though only the laiter is Sgnificant at the 5% level.
However, for the NOCERT group, the estimate for hourly wage was negative and not sgnificant, while
the estimated annual earnings change was at -14% and just failed to reach sgnificance at the 5% leve.
Approximately 20% of the NOCERT group went no higher than high school when going back to
school. While only about 10% of adult students who obtained a post-secondary certificate did so at the
univeraty leve, there were sgnificant hourly wage returns to both non-universty and university leved

certificates (5% and 8%, respectively). Although returns to a universty leve certificate were higher, the
differenceis not gaidicdly sgnificant.

Most men and some women who obtained a post-secondary certificate had szable wage and earnings
gains. Overdl, the estimated wage and annua earnings returns to men who obtained a certificate were
8% and 7% respectivey. All groups of men who obtained a certificate had a sgnificantly higher growth
in their hourly wages than those who did not participate in adult schooling; the returns ranged from 6%
for men whose initid level of education was college or higher, to 10% for men with high school or less
education. In addition, most groups (with the exception of those aged 35 to 59) received substantia

returns to their annud earnings, though the results for high- and low-educated men were only sgnificant
at the 10% level. Compared with men, where al groups benefited from obtaining a certificate, benefits
to women seem limited. Only women aged 17 to 34 had high returns in both hourly wage and annua

earnings (11% and 15%, respectively) upon obtaining a certificate. In addition, low-educated women
who obtained a certificate recaived sgnificant returnsin hourly wage, but not in annud earnings.
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Further invetigations show that those who return to school and obtain a post-secondary certificate
gppear to gain in wage and earnings through two different channds they progress within their firm,
getting a promotion or araise (job-stayers), or they get a better- paying job esewhere (job-switchers).
Overdl, both men and women who obtained a post-secondary certificate while staying with the same
employer saw sgnificant wage and earnings gains. 10% and 9% respectively for men, and 6% and 9%
respectively for women. Returns were substantia for job-staying men of al ages and education levels,
for women, the gains were confined to women aged 35 to 59, and women whose initid leve of
education was college or higher. Women aged 35 to 59 had substantiad gains in both hourly wages and
annud earnings, though only the latter was significant a the 5% leve. High+educated women who
obtained a post-secondary certificate while staying on the same job registered a sgnificant gain in annua
earnings but not in hourly wage rate, implying that gains result from an increase in hours worked, rather
than an increase in wage rate.

For job-switchers, obtaining a post-secondary certificate only resulted in significant wage returns for
young men and women. In fact, older certificate-obtaining women who switched jobs registered some
wage loss compared to their counterparts who did not participate in adult schooling. Older job-
switchers who go back to school without obtaining a certificate may dso register subgtantia losses, in
both hourly wage and annud earnings for men, and annua earnings for women, at least in the short-
term. Findly, low-educated women who switch jobs while obtaining a post-secondary certificate may
receive awage return, though the estimate is only significant at the 10% level.

5. Summary and Conclusions

After examining the participation patterns and the earnings and wage impacts of adult schooling, we find
that, for both men and women, the participation decision is strongly correlated with age, initid leve of
education, and maritd satus. Young and single workers (17 to 34 years old) are more likely than older
(35 to 59 years old), married, and divorced workers to participate in adult education and to obtain a
post-secondary certificate. Workers with less than high school education are less likely to participate
than workers with high school or higher education.

For men, higher wage decreases participation probability, while working part-time or working for a
large firm increases participation. For women, the presence of young children decreases their probability
of obtaining a pogt-secondary certificate, while lower family income encourages them to participate in
adult education.

All groups of men recaive sgnificant hourly wage returns from obtaining a post-secondary certificate,
but these returns are largdy confined to men who stay with the same employer; among job-switchers,
only young men benefit from a certificate. In terms of annud earnings, dl groups who stay with the same
employer benefit from obtaining a certificate, but none of their job-switching counterparts do so. Among
women who obtain a certificate and gtaying with the same employer, two groups of them benefit
subgtantialy: older workers receive both wage and earnings gains, while women whose initid leve of
education was college or higher recaive significant earnings gains only. But among women who obtain
ther certificate while switching jobs, only young women (17 to 34 years old) and women whose initia
level of education is high school or |ess receive sgnificant wage gains.
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