	
	



	
	



[bookmark: _AppendixNotByChapter][bookmark: ChapterNumber][bookmark: ChapterTitle]B	Descriptive statistics
[bookmark: begin]This appendix outlines the derivation of, and provides descriptive statistics for,  variables used in the modelling of labour market outcomes in chapter 3. All data were from the Programme for International Assessment of Adult Competencies (PIAAC).
B.1	Construction of variables used in the modelling
Wages
For the wages model, an average hourly wage rate was derived from the number of hours usually worked in a person’s main job and his or her annual wage income.
[bookmark: _GoBack]Responses to hours worked per week were capped at 60 hours. For some people, the number of hours worked could be more than this (and their actual wage rate would be lower than that estimated). This is unlikely to materially affect results as only 7 per cent of individuals reported working 60 or more hours per week.[footnoteRef:1] [1: 	The top coding of hours worked does not appear to have substantially affected results. Limiting the sample for the wages model to include only those employed persons working less than 
60 hours gave similar results to those obtained from the full sample.] 

For a large number of observations, the average hourly wage rate appeared to be too low (below the minimum wage). About 10 per cent of observations had an hourly wage below $15. This affected relatively more men than women. Estimation results were similar when the model was re-estimated without these observations. For men, the marginal effect estimates were reduced by a small amount. The impact was negligible for women.
Education
A person’s highest level of educational attainment was used in all models. Four levels of educational attainment were defined: degree or higher; diploma/certificate; Year 12; and Year 11 or lower. These were aggregated from more detailed survey responses for a person’s highest level of educational attainment (table B.1).
Table B.1	Educational attainment variables used in the modelling
	Survey data response
	Aggregated educational level of attainment

	Postgraduate degree, Graduate Diploma/Graduate Certificate
	Degree or higher

	Bachelor Degree
	Degree or higher

	Advanced Diploma/Diploma
	Diploma/certificate

	Certificate III/IV
	Diploma/certificate

	Year 12
	Year 12

	Year 11
	Year 11 or lower

	Year 10
	Year 11 or lower

	Certificate I/II
	Year 11 or lower

	Year 9
	Year 11 or lower

	Year 8 or below including never attended school
	Year 11 or lower


Source: Based on the PIAAC survey data list.
One limitation of the data is that different pathways into obtaining a vocational education and training level qualification are not considered. For example, people with year 12 and with certificate III cannot be distinguished from people with less than year 12 and a certificate III.
Literacy and numeracy
Literacy and numeracy skill domains were measured in two ways in PIAAC –– as test scores with a range of 0 to 500, or categorical skill levels ranging from 1 to 5. Test scores were used in the econometric modelling, to exploit the additional variation available from this measure relative to the levels measure.
The high correlation between literacy and numeracy test scores (0.90) made the use of both variables in regression-style analyses susceptible to problems of collinearity. Principal component analysis was used to combine the two skill domains into a single variable. The method uses orthogonal transformation to convert observations of (potentially) correlated variables into a set of values that are linearly uncorrelated. The first principal component ‘explained’ 95 per cent of all variation in the literacy and numeracy test scores, and placed equal weights on literacy and numeracy (table B.2). As each skill domain was equally weighted under the first component, a simple average of the literacy and numeracy test scores was used to combine the literacy and numeracy scores. In the multivariate models, this test score was divided by 50, so that marginal effects are more interpretable (marginal effects are for a change in test score of 50 points, or one skill level for most people).
Table B.2	Principal component analysis for literacy and numeracy
	Skill domain
	Component 1
	Component 2
	Proportion explained
	Cumulative

	Literacy
	0.71
	0.71
	0.95
	0.95

	Numeracy
	0.71
	-0.71
	0.05
	1.00


Source: Authors’ estimates based on PIAAC data.
Other variables
Other variables in the models included:
a continuous variable indicating work experience (measured in years)
binary variables indicating whether a person had children and their ages (0–4; 
5–14 or 15–24 years)
a binary variable indicating whether a person was living with his or her partner
self-assessed health, on a scale from 1 (lowest) to 5 (highest) 
a person’s country of birth, categorised according to whether a person was born in:
Australia
a main English-speaking country other than Australia (Canada, Republic of Ireland, New Zealand, South Africa, the United Kingdom and the United States)
another country.
B.2	Descriptive statistics
Table B.3 contains a description of the variables, along with their mean and standard deviation (for continuous variables).
Table B.3	Variable definition and descriptive statisticsa
25–64 year old persons
	Variable
	Description
	Men
	Women

	Labour market
	
	
	
	
	

	Hourly wage
	(Annual wage or salary/52)/hours worked in main job
	35.13
	(26.73)
	30.93
	(31.84)

	ln(wages)
	Natural logarithm of hourly wage rate
	3.39
	(0.63)
	3.28
	(0.55)

	Employed
	Proportion of people employed
	0.854
	
	0.723
	

	Unemployed
	Proportion of people unemployed
	0.032
	
	0.026
	

	Not in labour force
	Proportion of people not in labour force
	0.114
	
	0.251
	

	Human capital
	
	
	
	
	

	Experience
	Number of years worked
	24.84
	(12.00)
	20.11
	(11.23)

	Experience squared
	Number of years worked squared/100
	7.61
	(6.22)
	5.30
	(5.13)

	Degree or higher
	Proportion with Bachelor degree or higher
	0.256
	
	0.312
	

	Diploma or certificate
	Proportion with Diploma or Certificate III/IV
	0.375
	
	0.307
	

	Year 12
	Proportion with Year 12
	0.135
	
	0.116
	

	Year 11 or below 
	Proportion with Certificate I/II or Year 11 or lower
	0.235
	
	0.266
	

	Literacy and numeracy
	Average literacy and numeracy test score (0 to 500)
	278.40
	(58.65)
	271.50
	(55.76)

	Health
	Self-assessed health status
	
	
	
	

	1
	Proportion with ‘poor’ health
	0.044
	
	0.047
	

	2
	Proportion with ‘fair’ health
	0.119
	
	0.117
	

	3
	Proportion with ‘good’ health
	0.334
	
	0.290
	

	4
	Proportion with ‘very good’ health
	0.339
	
	0.361
	

	5
	Proportion with ‘excellent’ health
	0.164
	
	0.184
	

	Demographic
	
	
	
	
	

	Age
	Age (years)
	44.90
	(11.27)
	44.70
	(11.36)

	Age squared
	Age squared/100
	21.43
	(10.14)
	21.27
	(10.26)

	Partner
	Proportion living with spouse or partner
	0.618
	
	0.604
	

	Child aged 0–4
	Proportion with child aged 0–4
	0.171
	
	0.177
	

	Child aged 5–14
	Proportion with child aged 5–14
	0.194
	
	0.211
	

	Child aged 15–24
	Proportion with child aged 15–24
	0.162
	
	0.147
	

	Country of birth
	
	
	
	
	

	Australia
	Proportion born in Australia
	0.716
	
	0.717
	

	English speaking
	Proportion born in main English speaking country (not Australia)
	0.118
	
	0.113
	

	Other
	Proportion born in non-English speaking country
	0.166
	 
	0.170
	 


a Standard deviations for continuous variables are shown in brackets.
Source: Authors’ estimates based on PIAAC data. 
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