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INTRODUCTION

The 2015 study on earnings mobility is
the fourth of a series of related studies that have
been carried out in recent years. The first three
were carried out in 2001, 2006 and 2009 in
collaboration with the University of Hong Kong.

2. One of the issues raised by the 2009 study
was that upward mobility had become more
difficult at the upper end of the income
distribution. = Moreover, concerns have been
increasingly expressed within the community
about the prospects of the younger generation as
they enter the labour force.

3. In this context, the 2015 study on earnings
mobility seeks to further examine these issues,
with particular attention to the upward mobility of
recent post-secondary graduates. The target
group of the study comprises post-secondary
graduates from 2001/02, 2006/07, and 2011/12
who have received means-tested financial
assistance from the Student Finance Office
(SFO).

OBJECTIVES

4. The objectives of the study are:

(a) to examine the changes in earnings
mobility of the target group over time;

(b) to assess whether there are differences in
earnings mobility across cohorts; and

(c) to identify socio-economic attributes that
would affect earnings mobility.

DATA

5. In order to carry out the analysis,
information on students’ educational attainment
(sub-degree or below (but above secondary
education), first degree or postgraduate), gender,
institution, discipline, and family income group
from SFO was linked to their subsequent earnings
history from the Inland Revenue Department
(IRD), as reported by their employers. In total,
there were 56 949 graduates in the data set. More
details are listed in Table 1.
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Table 1: Number of Observations by Cohort and Degree Level
- L RE AfrE 3L i i
Sub-degree or | First Degree Postgraduate Total
below 218 il E5s A 3t
(but above
Secondary
Education)
PEEZET
(fe ¢ Hrl)
2001/02 Cohort 7711 7 935 336 15982
2001/02 & ~
2006/07 Cohort 10 264 7473 219 17 956
2006/07 & ~
2011/12 Cohort 14 088 8792 131 23 011
2011/12 & &
Total & 3+ 32063 24 200 686 56 949

6. Past studies relied on data collected by the
Census and Statistics Department through a
special topic enquiry via the quarterly General
Household Survey. However, in view of the
increasing difficulties in securing a high response
rate and obtaining good quality data from
respondents who had to recall their incomes from
5 or 10 years ago, the current method makes use
of administrative data, which is likely to be more
accurate and more cost-effective.

7. More detailed information on the data set
is provided in Appendix A. The limitations of the
analysis are set out in Appendix B.

METHODOLOGY
Basic Concepts

8. The analysis is primarily based on
earnings deciles, which divide the working
population into ten equally-sized groups
according to their employment income (lowest
10%, 2™ 10%, 3" 10%, etc. until the highest
10%). On entering the labour force, a fresh
graduate could start in any of these deciles, but

starting in the top 10%—among all workers in
Hong Kong—would be very rare.
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9. “Upward mobility” means moving up to a
higher decile in the income distribution over time.
For instance, if a graduate starts in the 3 decile,
then after a few years moves up to the 6™ decile,
he has experienced upward mobility. If he stays
in the 3" decile, he has experienced no mobility,
and if he moves down to the 2™ decile, he has
experienced downward mobility.

10. Some of the study analysis is based on
twenty income categories, which are made from
dividing each decile into two further subgroups.
In this case, category 1 represents the lowest 5%
of the income distribution; category 2 represents
the next 5%; and so on, until category 20, which
represents the top 5%. The incomes
corresponding to these categories are listed in

Appendix A.

Cohort Earnings Mobility

11. “Cohort earnings mobility” refers to the
extent to which graduates from a particular cohort
move up to higher segments of the income
distribution over time. One way to look at cohort
earnings mobility is from the perspective of the
median graduate. Chart 1 indicates that, for the
median 2001/02 first degree graduate, upward
mobility between the 1 and 11" full year since
graduation (i.e., between 2003/04 and 2013/14)
was 8 categories (from 9 to 17). This means that,
by 2013/14, the median graduate could reach the
top 20% of the income distribution.

12.  For the other degree levels, Chart 1
indicates that the median publicly-funded sub-
degree or below (but above secondary education)
graduate could reach the top 30% of the income
distribution (a rise of 8 categories, from 7 to 15)
after 10 years, while the median self-financing
sub-degree or below graduate could reach the top
35% (a rise of 10 categories, from 4 to 14).
Meanwhile, the median postgraduate could reach
the top 15% (a rise of 3 categories, from 15 to
18). Hence, from Chart 1, it is evident that
2001/02 sub-degree and first degree graduates
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enjoyed rather substantial upward mobility.
Nevertheless, from the graduates’ perspective,
those with higher qualifications may fare better in
the sense that these graduates are generally more
likely to reach a higher category of the income
distribution over time.
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Chart 1: Cohort Earnings Mobility of Median
2001/02 Graduates by Degree Level
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13. A second method of measuring cohort 13. ERE A day - f

earnings mobility is to use a table that lists the
proportions of the cohort that fall into each
income decile over time. If the cohort is
upwardly mobile, the proportions that fall into
higher deciles should increase over time, while
the proportions that fall into lower deciles should
correspondingly decrease. This method is
detailed in Appendix C, which includes a cohort
earnings mobility table for 2001/02 first degree
graduates as an example. A full set of cohort
earnings mobility tables for Chart 1 is given in

Appendix D.

14.  One of the highlights from the table in
Appendix C is that, out of all the 2001/02 first
degree graduates, some 25% could reach the 90™
percentile of the income distribution or higher by
2013/14; 62% could reach the 80™ percentile or
higher; and as many as 80% could reach the 70"
percentile or higher.
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Individual Earnings Mobility

15. “Individual earnings mobility” is different
from cohort earnings mobility in that it refers to
the experience of individuals within each cohort.
A simple way of assessing individual earnings
mobility is to calculate the proportion of graduate
who move to a higher decile, stay in the same
decile, or move to a lower decile over a certain
period of time. These proportions, for 2001/02
graduates, are given in Table 2. It can be seen
that out of all the graduates in the 2001/02 cohort,
and regardless of educational attainment, 90% or
more were in a higher earnings decile in 2013/14
than they were in 2003/04.
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Table 2: Individual Earnings Mobility of 2001/02 Graduates (2003/04 to 2013/14)
%2 12001/02 8 & & ¥4 cnip X o> i # {£(2003/04 = 2013/14 & &)

Sub-degree or below (but

First Degree | Postgraduate

above Secondary Education) G i Rl E Y
REEduT(ed Frul)
Self-Financing Publicly- Publicly- Publicly-
N Funded Funded Funded
o F e D HF e o B F b
Upward mobility 97% 92% 91% 90%
VT
N?ﬁgg“y 2% 4% 5% 4%
Down}wirf‘l*rléi)blllty 1% 4% 4% 6%
& o B

16.  To better appreciate how far graduates
were able to rise on the earnings ladder, a second
method of measuring individual earnings mobility
is to find the proportions of graduates that could
rise to a certain higher income percentile, based
on their income at the beginning of the reference
period. This method is illustrated by Chart 2,
which, like Chart 1 and Table 2, also examines
2001/02 graduates by degree level. This method
is useful for determining the extent to which a
graduate’s starting income matters in terms of
determining his future earnings prospects.
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Chart 2: 10-Year Individual Earnings Mobility of
2001/02 Graduates by Degree Level
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17. Chart 2 shows that, for all degree levels,
the probability that a 2001/02 graduate reaches
the 80™ percentile or higher of the income
distribution by 2013/14 increases with his
employment income in 2003/04. This is as
expected because those who start at a higher point
on the earnings ladder have a natural advantage in
terms of reaching a certain target income later.

18. Apart from the natural advantage
conferred by starting at a higher point in the
income distribution, Chart 2 also shows that,
when holding starting incomes constant, first
degree graduates and postgraduates have a better
chance of reaching the top 20% of the income
distribution. Specifically, of those who started in
the middle quintile (the 41% to the 60"
percentiles) of the income distribution in 2003/04,
28% of publicly-funded and 39% of self-
financing sub-degree graduates and below could
reach the top quintile (the 81* percentile and
higher) by 2013/14. By comparison, for first
degree graduates and postgraduates, these
percentages were higher, at 64% and 71%,
respectively. This finding is consistent for all
starting quintiles except the very highest. This
means that, given two graduates with different
qualifications, even if their starting incomes are
the same, the one with the higher qualification
will have better long-run income prospects in the
labour market.
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19.  Lastly, the most detailed method of
measuring individual earnings mobility is to
calculate the probability that a graduate’s income
will fall within each of the ten deciles in the final
year of the reference period, given his income
decile in the initial year. This method is more
complicated than the others, but, because all the
final income deciles are considered separately
(instead of simply whether or not a certain
percentile has been exceeded), it allows for a
more refined analysis of earnings mobility within
the cohort.

20. More information on this last method of
measuring individual earnings mobility is set out
in Appendix E, which also contains an individual
earnings mobility table for publicly-funded first
degree graduates from the 2001/02 cohort. A full
set of individual earnings mobility tables for
Chart 2 is given in Appendix F.

MACROECONOMIC CONDITIONS

21. Hong Kong experienced highly varied
macroeconomic conditions over the reference
period (2003/04 to 2013/14). Until 2004, Hong
Kong was still experiencing deflation brought
about by the Asian financial crisis, the subsequent
economic downturn, and the outbreak of SARS.
The following years, from 2004 to 2007, were a
period of rapid economic recovery, with annual
real economic growth rates averaging 7.4 percent.
After that, 2008 and 2009 brought the global
financial crisis, though the effects on Hong
Kong’s labour market were not as severe as the
Asian financial crisis. Finally, the years from
2010 to 2013 were a period of subpar growth
below the past trend.

22. Due to the then-prevailing overall
economic conditions, the labour market
conditions were the worst on entering the labour
force for the 2001/02 cohort (entering in 2002),
the best for the 2006/07 cohort (entering in 2007),
and in the middle for the 2011/12 cohort (entering
in 2012). These conditions are reflected in the
unemployment rate for the population aged 20 to
29 as shown in Chart 3.
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Chart 3: Unemployment Statistics for People Aged 20-29
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three cohorts were also reflected by their median
starting salaries (defined as employment income
in the first full taxable year since graduation).
These are shown in Table 3.
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Table 3: Median Starting Salaries by Cohort and Degree Level
(in constant 2014 dollars)
2z REASZ Eed A A g ik
(2014 & g f3+8)

Sub-degree or below (but above

First Degree Postgraduate

Secondary Education) 218 PRl SR A
RE-&T (e Fut)
Self-Financing | Publicly-Funded Self- Publicly- Publicly-
B N ML Financing | Funded Funded
Iy S HF B S HF B
2001/02 Cohort $64,171 $114,083 | n/a 7 if $154,167 $276,385
2001/02 & #
2006/07 Cohort $100,820 $115,877 | $171,947 $199,085 $299,785
2006/07 &
2011/12 Cohort §74,277 $114,208 | $142,985 $174,003 $297,304
2011/12 & #
24.  The rising and falling starting salaries of 24, = B A A2F LT b E o &
the three cohorts broadly reflect relative changes REpGEHDF Y1 ERaop %
in both labour supply and labour demand over el ERKE S KB T
Fhis period." Specifically, regarding the changes 25 3R ﬁﬂ? FA R F kAR L 0 B
in labour supply, Chart 4 shows that, due to the Bl ¥4 A Bhid L E TR

expansion of self-financing programmes, the

' Other factors that may affect graduates’ starting salaries

include the proportion of part-time workers and the types of
qualifications obtained within each degree level. The latter
factor is only applicable to sub-degree graduates and
postgraduates because, for first degree graduates, only one
type of qualification (the bachelor’s degree) is awarded.
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number of sub-degree graduates has increased
markedly over the past ten years or so>. For first
degree places, Chart 5 indicates that, while the
supply of both self-financing and UGC-funded
graduates has increased, most of the growth has
also occurred within the self-financing sector,
though to a much lesser extent than for sub-
degree places.

Chart 4: Sub-degree Graduates
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25. While the supply of educated graduates
increased  throughout the  period, the
corresponding demand for educated labour
mirrored the changes in macroeconomic
conditions over this period. @ The vacancy
statistics in Chart 6 indicate that the demand for
both higher-skilled (managers, professionals, and
associate professionals) and lower-skilled (other
occupations) workers increased markedly
between 2002 and 2007, in tandem with the
strong economic rebound after SARS. However,
the uptrends were disrupted by the economic
setback in 2008 and 2009, and even with the
subsequent  recovery, job  creation
concentrated in the lower-skilled category.
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2 Data are not available on the annual numbers of publicly-

funded graduates from non-UGC institutions.
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Chart 6: Average Quarterly Vacancies
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amidst the much weaker economic recovery that
followed the global financial crisis in 2008.
Consequently, graduates’ starting salaries fell as
overall employment conditions worsened.

27. For postgraduates, it should be noted that
a substantial portion (about 60%) of the graduates
in the data set studied education and presumably
would seek employment in the public sector.
Hence, their incomes largely followed the civil
service pay adjustments and were also subject to
the two Starting Salaries Reviews carried out in
2006 and 2009, which raised and lowered
teachers’ starting salaries, respectively.

FINDINGS

Are more recent graduates worse off than
previous cohorts?

28.  Consistent with the figures in Table 3, the
cohort earnings mobility statistics in Chart 7
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show that the 2006/07 graduates, of all degree
levels, entered the labour force at a higher point
in the income distribution than the 2001/02
graduates. However, Chart 7 also shows that,
within 5 or 6 years, the 2001/02 graduates were
able to catch up to the 2006/07 graduates.
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2001/02 & %4 5 F o B2 Ko gt o
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Chart 7: Cohort Earnings Mobility of Median 2001/02
and 2006/07 Graduates by Degree Level
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29.  The cohort earnings mobility tables for
Chart 7 are listed in Appendices D and G. A
highlight from these tables is that, for 2001/02
first degree graduates, 40% could reach the 80th
percentile or higher within 5 years, and 67%
could reach the 70th percentile or higher. For
2006/07 first degree graduates, the percentages
were largely the same (40% and 65%,
respectively), which is consistent with the
observation from Chart 7 that, generally
speaking, the 2001/02 graduates were able to
catch up to the 2006/07 graduates within 5 to 6
years.

30.  Trends in the graduates’ real earnings and
individual earnings mobility followed a similar
pattern (see Appendix H). As a direct
consequence of the earlier cohort’s faster
earnings growth (in both real and relative terms),
individual upward mobility was higher among
graduates from the 2001/02 cohort than it was
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among graduates from the 2006/07 cohort. This
is illustrated by Chart 8, which compares the
upward individual earnings mobility of 2001/02
and 2006/07 first degree graduates.

31.  The individual earnings mobility tables
for Chart 8 are listed in Appendix .

oo @l 2001/02 4 2006/07 F
S SRR A= SEA 58 IR IR R
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Chart 8: 5-Year Individual Earnings Mobility of
Publicly-Funded First Degree Graduates
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32. Table 4 provides additional summary
statistics on individual earnings mobility for
2001/02 and 2006/07 graduates by degree level.
Consistent with the observation from Chart 8,
first degree graduates from the 2001/02 cohort
had higher 5-year upward mobility than first
degree graduates from the 2006/07 cohort (89%
vs. 81%). Similar observations can also be made
for the other degree levels.

2006/07 Cohort 2006/07 &' *

32. 4w % 2001/02 22 2006/07
FE o REFLTHL DL LS B
for hds b bR R o A p
BB H 2 2001/02 B4 5 =2 2
I EFE R PR b

£

( 89% ) -+ B * 2006/07 & &
(81% ) - sz » nv L3 H

f,Q ?)ﬁy]{.‘l E"f‘]fﬁ A l«]:‘c S ;;ﬁ_é—fy:]‘i o

Table 4: 5-Year Individual Earnings Mobility of 2001/02 and 2006/07 Graduates
Zz :2001/02 §= 2006/07 & # & ¥ 4 17 2 BB A g » i

Sub-degree or below (but First Degree Postgraduate
above Secondary g1 8 g RN
Education)
REEAT (e F
)
Self- Publicly- Self- Publicly- Publicly-
financing funded financing funded funded
N Sk Fe P SHFe Sk Fe
2001/02 Cohort (2003/04 to 2009/10) 2001/02 #" # (2003/04 £ 2009/10 # &)
Upward m(;ljility 93% 89% n/a # if * 89% 84%
w b
No mobility 4% 6% n/a % if * 6% 8%
Downward mobility 2% 4% n/a # if * 4%, 8%
v T
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2006/07 Cohort (2007/08 to 2013/14) 2006/07 #" # (2007/08 £ 2013/14 % &)

Upward mobility
LA i

No mobility
Downward mobility
LIRS i

83% 82%

10% 10%

7% 8%

;7 71— < /__
83% 81% 65%
6% 10% 28%
11% 8% 7%

Is earnings mobility affected by discipline of
study?

33. Between 2003/04 and 2013/14, changes in
the supply and demand of graduates varied by
discipline, and graduates in different disciplines
have experienced different levels of upward
earnings mobility. These changes in demand and
supply conditions, for publicly-funded first
degree graduates, are summarized in Table 5.

BHAF I EHFRr TN 7

33, 2003/04 % 2013/14 # /@ > & s &
A E RO AR DR > B P
e b RE R G T e %
FRELECL L ok R
ETF AT o

Table 5: Summary of Changes in Supply and Demand of
Publicly-Funded First Degree Graduates by Discipline
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subsequent period, the increase in demand was
still evident between the 2001/02 and 2006/07
cohorts. Similarly, a comparison of the 2006/07
and 2011/12 cohorts shows that the demand for
science graduates had increased in recent years.
However, because increases in the relative
quantity of graduates did not always coincide
with increases in demand, there may have been
some mismatches between the mix of graduates
produced and the skills needed by the labour
market.

35. Since faster-than-average income growth
translates  directly into higher-than-average
upward mobility (provided that one’s starting
income is not already in the highest decile),
graduates of disciplines with faster-than-average
income growth should, roughly speaking, also
have higher-than-average upward mobility rates.

36.  For post-secondary graduates below the
first degree level, as the provision of such
qualifications has mostly shifted from publicly-
funded to self-financing programmes,
comprehensive information on the relative
quantity of graduates by discipline is not
available. Nevertheless, among publicly-funded
programmes, architecture and engineering
graduates had noticeably higher relative income
growth than graduates of other disciplines
throughout the period.’

37. More detailed information on the
relationship between earnings mobility and
discipline of study is given in Appendix J.

Is Earnings Mobility Affected by Family
Background?

38. For 2001/02 graduates, there is no
evidence (at any degree level) that their family
income levels have a bearing on their earnings
mobility. However, there is some evidence that,
starting with the 2006/07 cohort of first degree
graduates, family background may be related to
earnings mobility. In terms of earning power, the

Nhud
LR
f

o otk o0 g 2011/12 4¢
LR E T E s g
T\F P—JxﬂT@\O&E*’J‘-ﬁ\:"

f@;””’fﬁfﬁi‘a’i’ﬁ%'»
'H} ’ lziigfmr»tx & :

[\
S
S
N

T~
SaR

o
=

kil ‘Jrﬂ%é*i*
-H%:

/

BH RN E R g

S
DLV

sk T S 9

n & ol N
?aw;w i

[Rog

BOIF sy - =

T

35, e rHERTIBL P B nd
ﬁﬁéﬁ%(fkﬁkl%ﬁﬁaiﬂ
FHhE EA A o FIM > X & kB
%4%ﬁ%gm$%$*ib’ﬁﬁ”
TR RTEL ST e PR

ik e

36. #HELFEUT 5L L
ii’d*AWb%ﬁb&Q#
LR TN E R R R
2 B,x:%%%‘?,i‘f o2 kP %

)2 ¢

Vv
§~ﬁﬁw%

2 G ks 'R

e
P
?\"_"\'. \.4\_ < \.
=

H

EUIS

<l

37. F M rmE R F kA KM
fﬁaﬁq@_ﬁ?—}i,§%§u;i_5?4 o

RBt H f TN AP

38. H K_2001/02 & & v 2 i N
—%’meiﬁz"é’ff}j]\l’gﬂ,{ F Fe
Fefe ~ & B B~ b o %ﬁw«r\
2006/07 & F s 3 & % BT 0 Rl
*%”ﬁ‘é*frv]?cz\‘;fﬁ%w*‘ E R
o EE 4 g~ kT s A 2006/07 & &
v 1;1 RS > BB u o B F e

3 For postgraduates, there were not enough graduates in
disciplines other than education for any comparisons to be made.

AT AT BRI ES ol 3 L IT RS R

14



2015 Study on Earnings Mobility
Information Paper

2015 & ¢ & i s fH AT 5

/?‘”,71—/? E3

data show that, for the 2006/07 cohort, publicly-
funded first degree graduates from the highest
family income group had conspicuously higher
earnings than those coming from the lower
income families®.

39.  In addition to the difference in earnings
level, a further observation from the data is that
the highest family income group of publicly-
funded 2006/07 first degree graduates had
somewhat higher upward individual earnings
mobility, even when starting at lower incomes
(Chart 9). These observations suggest that
graduates from the lower family income group,
relatively speaking, fared worse relative to those
from families with higher income.
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Chart 9: 5-year Earnings Mobility of 2006/07
Publicly-Funded First Degree Graduates by Family Income
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40.  More information on earnings mobility
and family income is given in Appendix K.

What other attributes affect earnings mobility?
Gender

41.  Apart from educational attainment,
discipline of study, and family background, the
data indicate that men had higher upward
earnings mobility than women. However, this
difference did not appear immediately, and in fact
it was only fully evident for graduates from the
2001/02 cohort, who had accumulated more years
of working experience.  Additionally, men’s
higher upward mobility was the most apparent
when considering upward mobility into the
highest income decile.  The differences in
individual earnings mobility between men and
women from the 2001/02 cohort of first degree
graduates are shown in Chart 10. The data show
that, after controlling for starting incomes, men’s
chances of reaching the top 10% of the income
distribution could be as much as 33 percentage
points higher (for those starting in the 81* to the
90™ percentiles) than women’s chances.

42. More information on earnings mobility
and gender is given in Appendix L.

0. F WL r n b R
N AT s U e - o

EF LR G H R I
A

AL HET KT E K 0x et

¥ ¢t ’&%ﬁﬁaﬁ—? ’ E’I’im‘jz%r‘} L

BRERAELR  GEE R
B“‘Ui—;pﬁﬂfliiv FEEE T 2001/02
E*aj’%lﬁﬁ’ﬂimﬁw’ﬁ

Blewayar e b s A DI ERP
W oo ¥k FH K E R T T A
LA B R e ka2 o

i_gE—'ln\ "%‘J’L‘: 7; %ﬂ: o m—L LL.ﬁiL 2001/02 g

1 BT AR EA R A TR o
B hgor o TiRAzEF R T ApE 0 T

L EdPE - SEVANLE (NP N L ¢
¥ FiE 33 g o~ E (;T‘};,érg%*‘qi%?if;
81X 0BpE Al Eranz) o

42, L S Mo~ B2 u

J—’?%"Kt{é‘f@——-‘-: o

Chart 10: 10-Year Individual Earnings Mobility of Publicly-Funded
2001/02 First Degree Graduates by Gender
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Labour Force Attachment A A e
43.  For all degree levels, the data indicate that 43, 28R 2 ¥4 FaF s
those who remained attached to the labour force o g rp tink B RmE o Bl - &

also had higher upward earnings mobility over
time. Chart 11 illustrates this difference for
publicly-funded 2001/02 first degree graduates.
It shows that, of students who started in the 41%
through the 50" percentiles of the income
distribution (i.e., the starting decile of the median
graduate from this cohort), 59% of those who
remained in the labour force could reach the top
20% within ten years, while only 48% of those
with gaps of one year or more were able to do so.
For those who started at higher incomes, the
differences were even more pronounced.
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Chart 11: 10-Year Individual Earnings Mobility of Publicly-Funded 2001/02 First
Degree Graduates by Labour Force Attachment
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44.  More information on earnings mobility
and labour force attachment is given in Appendix
M.

Institution

45.  Finally, when analysed by institution, the
data show that, over the past 10-year period,
graduates of UGC institutions had higher real
earnings and upward earnings mobility than
graduates of non-UGC institutions. For sub-
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degree or below (but above secondary education) T (e B ) & EA4
graduates, the relevant figures are shown in T oo PR B AN AR R A
Table 6 and Appendix N, respectively. Table 6 Ly A ATEAKFTETERR
also shows that UGC graduates had higher real LHES - GFAK - LR R
earnings after 5 or 10 years than non-UGC B AT 3L E e BT K
graduates, though they did not necessarily have FEF o
higher initial earnings than non-UGC graduates. rRRFS
46.  When comparing self-financing and 46. VR p FTE OB FTERAE A
publicly-funded sub-degree graduates or below, MR EA s K EAAT RERTE €
Table 6 indicates that the average real earnings of FomRREEL hT LY Fler £
non-UGC graduates under each funding mode PAGFFRHATE S 5%
were generally no more than +5% different from R LR T ook A

. P N m 49 P g Fx B T m

one another. Nonetheless, publicly-funded UGC - AT B R A o x =

. . S NBF R ES i~ Bl A

graduates had notably higher earnings than self- S p T e £ 5l 0 2001/02 A% F

financing UGC graduates. In particular, 2001/02 ) E P o P . " ‘ P

. BORFTEFTERREEL > L
publicly-funded UGC graduates earned 14% A A i

more than their self-financing counterparts after 5 )\ L‘L—‘l’ '&f R Rl K s

years and 10% more after 10 years. Similarly, R A F N 14%2 10% ° F %

2006/07 publicly-funded UGC graduates earned 2006/07 >~ B FHRFTEFPRK

19% more after 5 years. 2 x4 A7 #3d 19%-

Table 6: Average Earnings of Sub-degree or b

elow (but above Secondary Education)

Graduates over Time (by Institution)
(in constant 2014 dollars)

RN I TRICER DESIE PR T3 £ TSN ST
(4 2014 & |%a]:é;J._%

2001/02 Graduates
2001/02 & # &2 ¥ 4

2006/07 Graduates
2006/07 & & & ¥ 4

Initial Earnings 5-Year Earnings 10-Year Initial Earnings 5-Year
earnings after 5 cumulative after 10 cumulative | earnings after 5 cumulative
T » 4= B years growth years growth T » 4= years growth
I E B - L &1 L& B2t L3 . B -
fo » #E fo » H £ o » 5 £
Self-Financing Sub-degree or below (but above Secondary Education) Programmes
FERE 0 T (P B ) e
uGC
Institutions
KFEF $60,016 $238,200 297% $318,930 431% $87,088  $205,170 136%
Bk
Non-UGC
Institutions
ARTE $101,267  $219,169 116% $270,027 167% $113,088 $196,119 73%
FRRR
Publicly-Funded Sub-degree or below (but above Secondary Education) Programmes
A ?”A?*M g/é* 7y —r( i ﬁ*u_ﬁ );;gﬁ
uGC
Institutions
ﬁ?c ¢ ?: $130,307  $271,425 108% $349,565 168% $112,415 $245,040 118%
Bk
Non-UGC
Institutions
KT $98,539 $212,494 116% $274,669 179% $110,768  $198,484 79%
FER
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47.  In terms of individual earnings mobility,
Chart 12 shows that self-financing sub-degree or
below (but above secondary education) graduates
from UGC institutions had higher upward
mobility than non-UGC graduates, even after
controlling for their starting income decile (a
similar observation is made in Appendix N for
publicly-funded graduates). In fact, for those
who started in the 3™ decile (the 21% to the 30
percentiles)}—which was the starting decile of the
median 2006/07 self-financing sub-degree or
below graduate—UGC graduates had a 15%
chance of reaching the top 30% of the income
distribution by 2013/14, while non-UGC
graduates only had a 9% chance. Information on
earnings mobility and institution of study for first
degree graduates, among whom UGC graduates
also had higher upward mobility, is given in

Appendix O.
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Chart 12: 5-Year Individual Earnings Mobility of 2006/07 Self-Financing Sub-degree or below
(but above Secondary Education) Graduates of UGC and Non-UGC Institutions
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SUMMARY OF KEY FINDINGS

48. The key findings of the study are
summarized as follows:

(a) substantial upward earnings mobility was
enjoyed by first degree graduates from the
2001/02 and 2006/07 cohorts.
Specifically, for the 2001/02 cohort, the
median graduate could rise by 8 income
categories within 10 years (where each
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overall income distribution);

looking beyond the median, for first
degree graduates, 62% of the 2001/02
cohort could reach the 80™ percentile of
the income distribution or higher within
10 years, and 80% could reach the 70"
percentile or higher;

sub-degree graduates or below also
enjoyed notable upward earnings
mobility. For the 2001/02 cohort, the

median publicly-funded graduate could
rise by 8 income categories within 10
years, while the median self-financing
graduate could rise by 10 categories;

degree graduates had distinctly better
long-run earnings prospects than sub-
degree graduates or below. Of the
2001/02 graduates who started in the
middle quintile (the 41" to the 60"
percentiles) of the income distribution,
28% of publicly-funded and 39% of self-
financing sub-degree graduates or below
could reach the top quintile (the 81
percentile and higher) by 2013/14. For
first degree graduates and postgraduates,
these percentages were 64% and 71%,
respectively;

comparing the extent of upward mobility
between the 2001/02 and 2006/07 cohorts,
among first degree graduates, 89% of the
2001/02 cohort could rise to a higher
decile of the income distribution within 5
years, vs. 81% for the 2006/07 cohort.
Among  publicly-funded  sub-degree
graduates or below, these percentages
were 89% and 82%, respectively. For
self-financing sub-degree graduates or
below, the percentages were 93% and
83%;

there was thus some evidence that the
2006/07 cohort had slightly lower upward
earnings mobility than the 2001/02 cohort.
However, the 2006/07 cohort also entered
the labour force at a higher point in the
earnings ladder. In fact, a comparison of
the earnings levels shows that, five years
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after joining the workforce, the earnings
levels of both cohorts were actually
broadly the same in real terms;

(g) there was higher wupward mobility
amongst science and  engineering
graduates between 2003/04 and 2013/14,
reflecting the relative demand and supply
conditions;

(h) for more recent cohorts of first degree
graduates, there was seemingly higher
mobility amongst students from relatively
high family income groups; and

(1) there was higher mobility amongst men,
those who remained attached to the labour
force, and graduates of UGC institutions
(particularly those from publicly-funded
programmes).

POLICY IMPLICATIONS

49.  Fostering economic development is key to
more job creation at a high skill level and hence
also upward mobility for young graduates. It is
therefore all the more important to consolidate the
strengths of existing pillar and other key
industries, especially those areas with high value-
added content; as well as to develop new growth
engines, with a particular focus on high skill or
knowledge content; and to foster entrepreneurial
spirit among the younger generation.

50.  Despite an expected significant decline in
the student population in the coming years, it is
also important for the Government to maintain its
commitment to higher education, particularly at
the first degree level. To reduce skills mismatch,
the supply of post-secondary courses should be
planned with due regard to the changing needs for
different skills and talents from the economy,
while allowing sufficient flexibility for
adjustment over time. Allowing a certain
flexibility for first degree students to change their
discipline would also be conducive to upward
mobility.
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51.  For more recent cohorts, there were signs
that students from lower-income families had
lower earnings mobility. If more targeted grants
instead of loans are given to needy students and
more flexible repayment arrangements are
allowed, it should help soothe graduates’ debt
burden.

52.  Finally, it is suggested to continue to
monitor earnings mobility on an ongoing basis,
and in particular to regularly update the study at 5
year intervals. For instance, although the 2006/07
cohort has had lower upward mobility than the
2001/02 cohort to date—the latter having started
out with exceptionally low earnings due to the
then prevailing difficult economic conditions—it
remains to be seen whether this trend will
continue; further monitoring and tracking may be
required in order to fully evaluate the result and
consider follow-up actions. The apparent
relationship between family background and
upward mobility also warrants further monitoring
and attention. At an appropriate juncture, it may
also be valuable to study the 2008/09 cohort for
further evidence on the effects of economic
recessions on earnings mobility, and to explore
the feasibility of extending the analysis to
additional cohorts.

Economic Analysis and Business Facilitation Unit
Financial Secretary’s Office
May 2016
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