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Consequence	of	mass	HE	participation

• the	labour	force	transformed	
– OECD	tertiary	achievement	rising	at	~1%	p.a.	
(2000-2014)	among	young	adults
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Tertiary	education	of	the	young	
(25-34)	labour	force
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+

=   “underemployment”



– Is	under-employment/overeducation	a	cause	for	
concern?	

• Public	discourse
• Academics
• Policy-makers
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Outline

• Should	underemployment	be	considered	
seriously?

• Three	empirical	questions	surrounding	
underemployment	today	across	OECD	
countries:	
– variable	prevalence
– personal	outcomes
– external	outcomes
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Perspectives	on	underemployment

Neoclassical	
economics:
HCT	(+	credentialism)
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Jobs competition/ 
assignment models
+ substantive macro shifts

Unimportant, 
illusory

Relevant



Why	take	underemployment	seriously?

• State	dependence	or	temporary	disequilibrium
– persistence	is	high	(e.g.	Clark	et	al.	2014)

• Skills	heterogeneity?
– not	enough	(e.g.	Levels	et	al.	2014)

• Problematic	measurement	of	job	requirements?	
– resolved	(e.g.	Spitz-Oener,	2006;	Green,	2012)

Is	wage	premium	analysis	more	reliable?
– complementary
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What’s	the	problem	with	graduate	
underemployment?

• potential	disillusion	and	dissatisfaction	
– e.g.	Green	and	Zhu	(2010)	

• financial	risk	
– multiple	refs;	e.g.	McGuinness	(2006)	lit.	review

• prevalence	growing	[Why?]
– evidence	for	Britain,	Germany,	Poland,	Sweden

• and	consequences	may	be	growing	
– Green	and	Zhu	(2010)

• X-country	prevalence	variable:	so	maybe	
underemployment	could	be	reduced	
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What	the	underemployment	discourse	
misses

• private	non-employment	related	benefits
– health(e.g.	reduced	mortality),	intrinsic	benefits

• external	benefits	(adding	to	‘public	good’),	incl.:
– cultural	development,	knowledge	creation,	reduced	
crime/lower	incarceration	costs,	lower	welfare	
costs,	health	benefits,	enhanced	social	trust,	
increased	civic	engagement,	democracy	(long	lags;	
conflict?)	(eg.	McMahon	2009)
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Empirical	Questions

1. Variable	prevalence	of	graduate	
underemployment	across	countries:	why?	

2. Personal	employment-related	penalties	of	
underemployment	across	countries:	are	they	
ubiquitous?

3. Even	for	the	underemployed,	are	there	
external	&/or	private	non-employment	
benefits	of	HE?
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Data	&	measurement

• SAS	wave	1:	competences	and	task	data;	22	
country-regions

• new	classification	of	"graduate	jobs"	from	
ISCO08,	validated:
– use	task	and	entry-education	requirement	data	to	
compute	a	latent	graduate	skills	requirement	index

– average	within	3-digit	ISCO	codes
– split	into	2	clusters	using	k-median	clustering

• graduate	underemployment:	"graduate	in	a	non-
graduate	job"
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Underemployed	graduates,	observed	
and	skills	adjusted
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High/low earnings and job dissatisfaction by underemployment status
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High/low earnings and job dissatisfaction by underemployment status
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Health and  external benefits of HE, by underemployment status
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Health and  external benefits of HE, by underemployment status
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Pay Job	
Satisfa
ction

Health Social	
Trust

Civic	
Participati

on

Political	
efficacy

Matched	vs	
underemployed

22	(all) 19 12/21 15 8 6

Underemployed
v	Matched	non-
graduate

18 7 10/21 20 12 19

Summary of significant estimates:

For the details see the paper



Summary	of	findings

• we	should	take	graduate	underemployment	
seriously

• its	prevalence	varies	a	lot,	partly	reflecting	
relative	aggregate	supply/demand

• personal	penalties	are	ubiquitous,	but	the		
benefits	within	non-graduate	jobs	are	also	
widespread

• but HE	delivers	external	benefits	even	for	the	
underemployed
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Take-Away

“Should	Governments	of	OECD	Countries	Worry	
about	Graduate	Underemployment?”
• Yes	..:	problems	are	real
• But…:	HE	also	has	other	purposes	and	
outcomes.	Social	outcomes	(private	and
external)	should	inform	policy.
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