plus half of the estimated extra probability of being in work if the particular qualification is
held*?. Like before, these estimated wages are corrected for NWLC (25%) and annual real
earnings growth (2% per year), and discounted, to produce an age-earnings profile of future
earnings. The difference between this value and the value calculated for the comparison
group gives the output gain (which McIntosh argues is a social benefit) to acquiring the
qualification.

Mclntosh also considers the cost of delivering the qualification; so that the lifetime benefits of
apprenticeships can be weighed against the costs (i.e. he calculates the net present value —
NPV*®). We do not discuss his method for calculating costs any further since this study only
focuses on the economic benefit of becoming more educated.

BIS (2011) also study the lifetime benefits of educational attainment. This work focuses only
on lifetime wage benefits to the individual from acquiring apprenticeships, rather than the
benefits to society from any higher output produced. They do not consider the costs of
delivering the qualification or the employment benefits of acquiring an apprenticeship44. They
adopt a very similar approach to measuring lifetime earnings as the Mcintosh study, inflating
the earnings of the counterfactual group using the earnings premium and the employment
probability of the base case. As above, real earnings growth is assumed to be 2%. The only
differences seem to be that the benefits are estimated for the individual (not society) and
therefore net of tax; and that earnings are not uplifted to account for NWLC.

*2 Unlike our study, which attributes the full 100% employment benefit to the qualification, Mclntosh (2007)
argues that “only half of the apparent gain in employment likelihood associated with each of the qualifications of
interest is attributed to that qualification because not all of the estimated effect in the employment equations
can be interpreted as a causal effect of that qualification on employment; 50% is simply an assumption as to
how much of the employment effect is causal, though robustness checks are carried out in the appendix where
different proportions are assumed (2007:33).”

*3 Net Present Value (NPV) is a formula used in investment appraisal to weigh up the benefits and costs of a
particular project, by discounting the future stream of benefits and costs into their present value.

4 They assume that apprentices would be employed even in the absence of undertaking the apprenticeship
qualification.
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Figure 7: Marginal returns to 2 or more A levels - women

Figure 8: Returns to level 2 apprenticeships - women
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Further sensitivity analysis

Table 21 Effect of changing wage period and employment type on male lifetime productivity estimates

Marginal Full sample Active sample
Qualification

or Average | Weekly |Hourly |Weekly |Hourly
1-2 good GCSEs vs no Marginal £170,984 | £161,578| £105,547 | £102,075
qualifications
3-4 good GCSEs vs 1-2 Marginal £59,043| £52,270| £50,534| £41,518
good GCSEs Average £30,047| £34,088| £36267| £28724
5-7 good GCSEs including |Marginal £72,999 | £74988| £67,456| £71,862
English & maths vs 3-4
GCSEs Average £60,611| £62,149| £67,559| £72,372
8+ good GCSEs vs 5-7 Marginal £2,909| £22,361 -£7,059| £19,784
good GCSEs Average £01,686| £90,481| £126,633| £127,529
5+ good GCSEs vs below |Marginal £102,941 | £120,832| £80,637| £112,455
level 2 or no qualifications

Average £62,930| £74,007| £102,172| £121,781
5+ good GCSEs vs 1-4 Marginal £105,474 | £120,832| £80,637| £112,455
good GCSEs Average | £111,883| £74,007| £102,172| £121,781
2+ A levels vs 5-7 good Marginal £90,020 | £116,432| £112,476| £144,658
GCSEs Average £57973| £65435| £66,825| £74,366
Level 2 apprenticeships vs |Marginal £138,999| £98,609| £125,235| £81,820
some lower or equivalent
qualifications
Level 3 apprenticeships vs |Marginal £175,500 | £125,697 | £169,831| £109,517
Level 2 qualifications
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Table 22 Effect of changing wage period and employment type on female lifetime productivity estimates

Marginal Full sample Active sample
Qualification

or Average Weekly [Hourly Weekly Hourly
1-2 good GCSEs vs no Marginal £110,395| £34,907 | £140,036| £60,235
qualifications
3-4 good GCSEs vs 1-2 Marginal £51,055| £63,727| £33,867| £38,213
good GCSEs Average £28432| £42465| £12,373| £23.601
5-7 good GCSEs including |Marginal £55,445| £62,932| £54,415| £59,775
English & maths vs 3-4
good GCSEs Average £59,019| £57,187| £75,578| £73,286
8+ good GCSEs vs 5-7 Marginal £32,592| £36,909| £30,840| £34,681
good GCSEs Average £36,147| £57,020| £56429| £91,547
5+ good GCSEs vs below |Marginal £105,485| £123,315| £71,960| £76,946
level 2 or no qualifications

Average £54,486| £64,413| £82,816| £100,824
5+ good GCSEs vs 1-4 Marginal £99,931| £118,154| £84,166| £94,691
good GCSEs Average £72,329| £89,712| £93,999| £120,552
2+ A levels vs 5-7 good Marginal £76,009| £76,710| £89,630| £88,485
GCSEs Average £42082| £55686| £56460| £73,669
Level 2 apprenticeships vs |Marginal £67,444| £66,856| £32,723 £10,129
some lower or equivalent
qualifications
Level 3 apprenticeships vs |Marginal £78,477| £62,343| £26,529| -£11,339
Level 2 qualifications
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