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- -CAREERS OF /THE. COLLEGE:"EDUCATED::

e A
_«.i.-:v.Planning for higher.education in the Philippinmes
is not:-easy .to .do. . The usual -basis, for projecting demand

-andﬁsuppdyeeﬁmlahornwith«higher'educationahasvbeenrtheu

number of .graduating with degrees and the mumber -of::degree

. --holders -gmployed in the .vardous sectors of the economy.

_-i:But:. here, :colklege degree holders .are not homogeneaus :as

far -as their educational qualificatdon:.is concerned..-:There

fpoeems to :be! grbater;diSpariry;in'rhexQualixymand«content

of educatdon-icertifiied in a diploma.’ - It can be argued:that

ﬂazdiplomayinfﬂnglish:fnom;theySTate University reflects a
different content of education than .what the diploma im
Englismwﬁnommautypicalucoldege'fromithe-pmowincegwww o

t.::‘epr-esen*ts. On the other hand, the jobs filled:by .degree

holders also vary by thelr educatlonal requlrement.

T n b Tia Vb
Some jObS that do not requlre hlgher educatlon are fllled
VY iy ! i - B

by those w1th dlplomas in hlgher educatlon. PrOJectlng

W ;»\3 RERAS] CONETIS I T LioTL ‘\xfxi»".-:)‘

the supply of college tralned people from enrollment in

1'-‘\“1 30 i SRR STEOCTY Ui vt o me T
1nst1tutlons that have very varied quallty is questlonable.
.y 4 . s bt borg S0t adih s B

» 'And so w1th prOJectlng demand for college tralned labor

'.\,‘3;~"1, i 2 LT -‘1-{(7“‘,)’(": vl

from the number employed Some of these employed should
BN AR 4

not be counted as a basis for estlmatlng demand for

college trained labor since the jobs can be filled by

L3

non-college trained people.




This. papepr tries to explain the rise and

consequences of the unemployment of educated labor (those
;wyﬁtbippiveréity;scbqp&ing?. It focus es, in particular, on
..the interaction between . the education and labor markets
which determine to a large extent the careers of college
- graduates. It is observed that many college graduates./
particularly of law and business seem td,be,under—employedv/
in the sense that they work in jobs that nequire less eduv
. cation. The paper argues that the rate of this: kind of
-under-employment is partly explained .by. the level of. over-
;. 'supply in these fields and by the relatively inferiopr ..
quality of education of the ., graduates. A hypothesis is
developed on the behavior of firms facing job applicants
of heterogeneous college background and over supply of .

graduates.

Section I analyzes the uﬁemployment,situation
in the market for college graduates and develops a theory
of firm behavior under condition of uneﬁployﬁent. Section
11 'provides:the méjor findings of the survey df”émpldyed
'cdilege graduafééfand the empirical analysis. 'The planning
iﬁpifcéti6ns of the findings of the study are discussed in

N L

the last section.
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I. Theoretical Framework

1. Unemployment in the Educated Labor Market

For well over a decade, the Philippines has
experienced substantlal unemployment of ¢ colleye trained
labor. 1In 1961 thelr unemployment rate was 13 per cent,
in 1965 and 1968,’pes;ea31vely it remained at more or
less the same'lévels,of lf”apd 12 per cént.l There have
been attempts to explain thexpersistencé of unémployment
of college—tréiﬁed ﬁéopié.'.Soﬁéwgigfibﬁte it to imper-
fections in the market. Lack of information about
investment alternatives in training or in physical and
financial capital makes people continue to invést din an
already crowded field (symptomized by'ﬁnemploymenfiéf*
the e¢ducated). Mark Blaug /19697 explained-persistent
unémployment by the dynamic movement: in ‘the economy ‘WHich
frequently shifts the demand and supply of traine§ labor
thus leaving the market in constant disequilibrium.
The market is not allowedﬂ,enough tlme to Elear

before the supply and/or deﬁaﬁh shift. 1In . the
. L
chart below, before point Ei is reached from say dis-

equilihrium point A supp}y.ahd demand functions shift to

82 and D2. Thus we obtain continuous unemployment dis-

1BCS Survey of Houseﬁolds, Labor Force series



takes into accountithevnumberngraduating_in past periods,

that is:t.‘hehlevel__N1 and plan on hiring.at lower, wage,

i 2. tion. in
‘ Possioly between{w1 and wz_ltselfu: But the. reduction, :
supply is with a lag and over the adjustment period, either

~ supply or demand function may. shift.

A third reason and one argued earlier by the
“author /19697 is that the peturn to investment in educatlon
after taklng into account the unemployment rate, is found
attractlve by many parents in the lower income brackets.
They ' face not very attractlve 1nvestment opportun1t1es,
investment alternatives with returns of 10 20 or 30 per cent
faced by bu31ness entrepreneurs and 1nvestors are not
avallable to them. It is p0351ble that parents make e
optlmal dec131ons to send their chlldren to college w1th
‘rates of return of 5 to 15 per cent. Also the unemploy-

ment of college tralned people ex1sts in the context of

.
o —gv . .
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"perva51ve unemployment fOr §the Philipplnes as a
Mxﬂe.ltfis notfas if onlyjtneredncated‘are uﬁémﬁiéyédf:
Either or both wage and unemployment rate'nill aéﬁﬁst{to
@isqullibrium in tpe‘market,_quuilibrium in the education
\7M%€k%?;ﬂhere the rates of returns to various education
jalternatives are ¢qual can very well he where some unemploy-
_ment exisgs_for the_college=graduates?7 (The rate of return

esg%mates_takes'into account.unemployment rates.) . ::



- Not only One*but' a combination of these three

arguments’can’ expldin the unemployment situation. It can

“beiargued,  however, that there has been long enough time

7 ‘for people to redlize the unemployment situation and ‘the

relatively low rateVoT“retnrn:toteollege education to make

them stop 1nvest1ng 1f more attractlve alternatlves were

I ;“f "y

avallable. The fact that they continue to. invest in college

implies the attractiveness of this investment option..
- g v A VYL : S
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2. Is there a case of under employment of degree
' holders?
It has been commonly observed that college-

educated are under employed in thelr jobs which require

less than college education. This observation needs to

be qualified by the fact that the poor quality of college-

educated labor may in fact explain their being employed
in non-professional jobs. It is, therefore,‘very likely

that the observed under employment 1s malnly based on

"dlploma 1llu81on"

Over tHeé post-war yéars, ‘degree-granting ins-

titutions in¢redsed in number a§ weif as in“énrdllment to

meet thé demdnd Ffor collége pldces:  Thé growth rdte of

i icollege “étirsliment ‘incrédsed from thrée pedcent in 1950s

to fivé-ﬁéﬁ*dent‘iﬁ“ﬁb@ﬁrgsdé‘fd‘§e¢éﬂ3per’cent in the




1970s. College resources, especially qualified teachers,

were trained to give way to lower quality of instruction.
Since the bulk of college students came from middle income
families who could not afford high-cost programs, schools
have to choose producing loQ-cost programs - those that

do not require laboratory equipment and low quality degrees.
A few schools, particularly some of the non-profit ones,
tried to maintain relatively high quality programs. The

» University of the Philippines, having been supported rather
generously by both the national government and by foreign

‘foundations, has been able to maintain a generally high
standard of instruction. The education obtained by the
majority of the yearly flow of college graduates, as a
consequence, were poor invquality. Moreover, more than
half of them specialized in non-scientific and non-tech-

nical fields such as business, law and education courses.

3. Labor Market Response to Excess Supply of
College-Trained Labor
The production processes in the economy are
manned by labor of different skills. These skills have
been conventionally classified into occupational groupings -

professional, clerical, construction work, etc..
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skills" vary in’ substltutablllty among ]obs. In

4

general, the longer the period of tralnlng; the less subs-
titutable the skill. Doctors, lawyers, engineers and
scientists with Ph.d. degrees céhho%;be*sﬁbsgitufed by any
other: skillid .In contrasty:high schobl and. elementary

teachersi,  clerks, and many: types of production’ morkers can

be substituted: more:adequately:by: other: skilled labor in

a.number: of jobsi .: . It-ds generally:true. alstoithat: those

. with: higher skills can' more easily:substitute: for lower

h

;3 skills, meandng: thalti the former can learn: the lowepr: skills

mpre easily. than the. other way around.

Another way of looklng at sklll substltutlon is

to study the Sklll requlrements of the many ]obs in the

R = i

productlon processes. Jobs are not pre01sely 1dent1f1able
A, s T f 4 . L i i . {\
as to thelr educatlonal requlrement excent in cases where

1,.. .'r" s R S

government board examlnatlon requlrements are expllcltly stated The

PR g . TS

profess1onal occupatlons are examples of these where
med1cal legal 'audltlng, englneerlng, and sometlmes
. :7 CEoeLeh e e A
teachlng quallflcat1ons are spec1f1ed to be that of the

ERELR T LT Voo BT S R

.acqu131t10n of the correspondlng college degrees and the

passing of corresponding state profess1onal board examina-
tions.: Qther jobs such as-business management, govern-

ment bureau.g¢hiefs; sales; clerieal,:personal services,



construction' and art craft have no specific educational

qualification.

4. Job Substitution and Unemployment _ii'

When there is unemployment in high'skiiis
occupation, there is a“téhdency for the displacement of
Iébof:ihga'éivén jbbwﬁyffﬁbse with skills of‘a higherAlevel.
"We assume a pféferehée:by firms for higherJSRilié in each
:TEBB.?WEfeaterléédhracy in the job, easier commﬁnicétion
f@itﬁmfﬁeeworker, and greafer a£ility to learn mbré'aiffi-
cult skills are some of the pgééiblé reasons for fﬁié
Tprefgpence. ~Between hiring a high school graduate and a
‘,¢di;egg"educated for say a clerical, or a foremen job, the
\vfirm employs the latter. There might be cases, though,
-where employing an over-educated or over-trained labor is

a disadvantage as it can result-in-discontent and dis-
ruption of work. Such cases are usually the extreme ones
which_happen‘whgp the degree of over qualification is
.ex;emﬁyg..,lnfgases where the choice is the hiring of those
J7§itﬁ twqﬁsuccgssjyg lgyeis of skills, the problem does
~..not usually arise.. .

fofhébllege;t;éined labor, the unemployment

i ‘t i

situation has, as expected resulted in the employment of



this labor in jobs that require less than college education.

Such over qualification is seen in the high proportion of
college trained labor in the various occupations that do.
not ;equire college training. In Table 1, we have the
proportion of the employed labor with high school and
collegiate education by industry in the Pﬂilippines, U.S.,
Norway, Spain and other countries. It shows that the
Phiiippines has a much higher proportion of college educated
*labor employed in production than in all of the countries
included in the study. The table also shows that indus-
;tries in these countries employ relatively more hié£
schobl educated compafed to the Philippines, We would
infer from these statistics that jobs filled by college

:+ educated here are filled by high school educated iﬁ'other
countries. This fact could be a consequence of ove;-

supply leading to bunching up éffect,

If a substantial bunghing up effect due to the
over-supply of college-trained iabor does exists, then
there is the question as to which of the college leavers
tgnd_to be bunched up. M§st likely, those with felatively
poor quality college education will be bunched up in
lower jobs. Firms hiring college trained labor classify
them by the quality of their training. 1In the hierarchy

of jobs, the better trained would tend to be placed



‘ : TABLE 1
Percentage Distribution of the Active Civilian Population by Level of Education and Industrial Sec

Industry L , _
Mining . , Gas, Transporta- Wholesale® |
. electrical tion and and H
i ture : i .
Country mdm wwmd >m~,,,~ocu., u omwm i Manufacturing oo.dmﬁu.c,uduou and . Communica- Retail m
rying water works tion Trade L
?
Second - Level
Philippines (1965) 8.4 27.1 23.7 24,8 21.8 34.6 23.5 .
Portugal (1960) 0.0 1.6 3.5 1.y 11.4 3.4 32.9
S~ain (1960) 0.2 2.0 2.8 2.0 4.5 2.3 10.6
Grezce (1961) 0.0 2.9 4.5 8.0 6.3 10.0 8.0
Italy (1961) 1.6 9.3 13.2 9.7 35.5 30.9 18.4
Nevway (1960) 15.6 12.9 23.2 19.9 36.3 29.3 31.5
U.s. (1950) 29.2 48.5 50.5 48,4 52.4 54.3 59.9
Third - Level
Philippines (1965) 0.9 13.6 8.0 5.6 30.9 10.5 12.9
Pontugal (1960) 0.0 0.4 0.5 0.7° 3.6 0.8 1.7
Spain (1960) 0.1 1.0 1.2 0.9 3.4 0.7 2.0
Gre:ce (1961) 0.1 2.3 1.9 2.7 4.9 2.2 4,2
italy (1961) 0.1 0.7 0.7 0.5 0.9 1.6 6.1
Norway (1960) 0.2 1.7 1.2 0.7 3.7 0.5 1.4
U.S. (1950) 1.5 3.5 4,7 4.3 6.7 4,3 6.4

o——

*equivz lent to Philippine sector .clugification of Gommerce.

Philippines - BCS Survey of Household Bulletin, Series 19. ‘
Other countries - Netherlangs Economic, Institute, :.E“_.m Educational Structure of the Labor Force: A Statistica
Rotterdan, March 1966. s

Sources:




in jobs requiring college education; those of poorer

quality in jobs requiring less education. It is quite
possible that the observed over-qualification or bunching
up may not be so in fact. ﬁe may not be far off in spe-
culating that the quality of many collszge programs is so
poor as to be equivalent to high school or post-high

school technical training in Japan and in VWestern countries.

Bachelor of Science in Commerce programs in many Philippine

colleges appear to be the quality of vocational high school

education in foreign countries. If this is the case, no over-
gqualification in employment results. Instead, we get a
mapping of high school equivalent college graduates in

jobs (normally) requiring high school education.

The discussion leads to the testable hypothesis
that college graduates of good quality occupy jobs requiring
college training; and those of poor quality occupy jobs
requiring high school training. If there is, however,
an over supply of good quality college graduates, some
bunching will take place, that is the employment of these
graduates in jobs requiring high school education. More-
over the bunching effect is more likely to take place in
jobs that have a high degree of substitutions . ® among

skills.
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We argued earlier that the college graduates who
would tend to be bunched in greater ptoportion are those
with poorer quality training. These are graduates of poor

quality programs who have low academic records., Our empi-

rical test of this hypothesis. is as follows:

PCC = f(QC’R)

where Pcc is the probability of a college graduate to

be employed in jobs requiring college training, Qc is-
éhe quality of ‘his college training, and -R- is his °
academic record. The reldationship between P and the

cC

two independent variables is positives

II. Empirical Analysis
1. Occupations of College Graduates -

A survey of companay employees in administrative,
clerical, sales and productiénAiébS'wés ﬁndértaken to
test the above hypothesis.1 The non-professional jobs can
be filled by labor of more varied ‘background. OQuality
of programs is assumed to be-indicated by type of school.
The réputedly superior~quality schcdols are the University of
the. Philippines, Ateneo University, -DeLa"Salle Univer=-

sity,'St.fThéresasa College, Mapua Institute of Technology,

.y A sample fo 510 non~produetion workers wére taken
from seven industrfies; the firms were those included in the
NMYC sampled firms in its "Comprehensive Manpower Assessment
Survey", 1973,
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and a few other sectar*an SChOOlb. In general, sectarian
schools have~beeﬂ regardeg as better in quallty than the

noﬁ‘seetetian senoeis. If this typlng of schools prov1d°s
edequete dltferentlatlon of the qua11tv of graduates tﬁen

HE)

the above hypothe31s can be tested as follows

[

cc »
—= = f(ST)
N
where N..-are. the employed:-college .graduates in jobs
» requiring college training, N is total :employed, Profes-
sional and administrative occupations are considered to

be the jobs requiring college training. ST is school

type which are as follows:

University of the Philippines

Other Public
Sectarian, Manila
e P nrn ‘l 7"; . i

Non- Sectarlan9 Nanila other
jthran big universities S B -

~fei Big-Universities
Sectariany; Province-
. - ;- Non=Secqatarian, Province
‘Table 2 classifies the surveyed college graduates
hy school type and present ‘ocecupations  The:broad idécupa=
tional classifications 'used are those which employ most of
our college graduates: professional, administrative, cleri-

cal sales and other occupations. . The last three occupations

S PO




do not, in, general, require college education.  The pro-

portion of graduates employed in ‘these occupation could
--bey-taken to reflect-eipher"under-employment or the poor’
qualification §f”graduatesiforlpféfeésiéhal work. The
~data do show fairly substaﬁtial variation in the propor-
tions of graduates in non-cqQllege jobs. As expected,
relatively more gfaduates of the University of the
Philippinés were éﬁﬁloyed iﬁ the top occupations : pro—.A
fessional and administrative, with graduates from

Manila sectarian schools ranking next. Graduates of

prpvincial schools did worse than Manila schools,ugxéépnj;,;;

poave T

for graduates of other public institutions: and théég
from sectarian school doingbmuch better than their'ﬁo;:WQmﬁx
sectarian colleagues. The poor performance of other .
public institutions in Manila might be due to their
concentration in business-commercial fields of specialifi;
zation. As discussed earlier, there is probably higher
graduates here (31 % of total graduat-s over the last
decade and a half). Also business-commerce preparation

.is more adapted to clerical-sales jobs than say medical

or science training. Thus the higher proportion in

clerical and sales occupation of graduates from some

types of institutions may be partly explained by insti-




Table 2

DISTRIBUTION- OF COMPANY EMPLOYEES BY OCCUPATION
_ AND BY SCHOOL TYPE, 1975

1 | 2 3 4 5 | 6 T
Professio- Adminis-|Sum of . Number of
School type : - mal | trative {(1) & (2) Clerical Sale Others Observa- _
' ' ! tion
niversity of
the Philippines 28.6 - 61.9 80.5 9.2 - - 100.0
(21)
ther Public 1.9 25.0 26.9 57.7 3.9 11.5 100.0
o TR (52)
ectarian, Manila 21.4 28.6 50.0 39.3 - 10.7 100.0
(28)
on-Sectarian,
Manila other than 22.6 24.5 T u7.1 -34.0 7.6 11.3 100.0
big universities N (53)
ig Universities 22.1 23.2 45.3 43.8 2.9 8.0 100.0
' BRI (276)
ectariand, Province 725.5 - 11.8 37.3 47.1 5.9 11.8 100.0
(17)
on-Sectarian
Province 11.1 15.9 27.0 < 63.5 3.2 6.4 100.0

(63)




”FUEiQQSr;find-°ff9r§3g3‘ ~-In any case, clérical and
1wsales qccupatioqs are jobs that should not require - college
trainingain the,true.segse of the word
The table still leads: us to conclude ‘that the relatively
low»Placementrof graduates in professional and adminis-
tratiyeljob_refleqtsypoon quality of the college programs.

2.. Earnings by School Type and Occupations -

: .7 - Earnings vary by ‘occupation. Ihjaé“mﬂch,”fﬁere—
fore, as’ the occupation of a gradﬁate”iS"determimed‘By:

the .quality of his 'college trainiﬁggieo would his earhihg
~fprom that training. 1In‘an earlier study ZFCSPE;>l97l7Z

of the employment of college graduates earnlngs as well
asdthe rate of abeorptlon in the labor market were found
.:nto-vary by program (f1eld of study in an 1nst1tutlon)
‘Table 3 here suggeqts that varlatlon 1n salary oﬁ praduates
ts a.consequence of varlatlon 1n thelr occupatlon, as well

as varlatlon in salary w1th1n each occupation.

Product1v1ty theory argues that the wage rate
pald w1ll be equal to the marglnal product1v1ty of the
worker. The more competent a laborer is in hlS occupatlon,
the hlgher hls product1v1ty | We mould expect better~ o

quallty graduates to be more competent 1n his skllls..”His

o




initial earnings will tend to be higher than his podrer-

 qu§%i§x;qpupterpart. It isaﬁ  empirical .question, though,
what time paths of earnings these graduates would =~ - -+
have; . ;. ". Would the earnings path of a better quality
graduate be higher at. all ages than that of his poorer

. counterpart, or would it tend to equalize after some -
time?2 They would not tend to equalize if the rate of on-
the-job learning is positively related to the initial
ampuntrpf skills. The_pﬁperqf increase iplpompetende can
of‘coﬁréeélﬁe increased_#y:othgp forms of training while
vgpg_is eﬁployed. Highly_mgt?vatedvemployees can more

than overcome disadvantages in their schooling background.

The'sample-size is rather small andbit is not
méaningful to obtain from the survey time paths of'eérnings
by bceupation and by school type. Thus we estimated only
‘“tHe mean earningsby occﬁpé{ion and by school type, and the
‘time path of earnings is"ébtained for each schodI type'.

only. These statistics are givén in Tables 3 and 4.

As expected, employees who graduatéd from the
Univérsity of the Phiiippinés enjoyed the highesf.éom-x'
pensation. This pattern applies to all oécupa¥ionai:ievels
(i.e., professional, administrative aﬁ&ﬁciefical): Those

‘coming from-Manila-sectarian schools rank second. Adminis-




Table 3

MEAN MONTHLY EARNINGS BY SCHOOL
AND BY OCCUPATION -

Sales ”u°’“ Others

QOccupation . ( . i e
chool Type PPOfeSSlOQatvééﬁ;g;stra—is Clerical

University of the

Philippines 1184 1294 436 - -
ther Public - ) 702 367 680 470
ectarian, Manila se8  10u3 P - 637
on-Sectarian, Manila 549 887 . 315 -
ectarian, Province 38 ) 475 324 - 312
on-Sectarian,

Province 726 712 332 360 . 323




~Table 4 . .

TIME PATH OF MEAN MONTHLY EARNINGS BY SCHOOL TYPE

e ) . ! i reity i Ll i g bk N - PR ..; e )
‘ School Iype 'University Other =~ "Sectarian ' Non ... 'Sectarian - aNo
...Age ~’.pf.t§e ..... Publie Manila — Sectaridn , @ Circe  o¢
Philippines Manila Pr
N S W
25 693 316 . . ug2 . - 287 2‘2’-8._-.?» S
25 - 34 ‘ 1228 474:4¢ 688 583 333
- 35 - uy _ 1321 707 1090 871 Fpa T
45 and over 1368 583 . 700 . 694 687 . .-
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trdtive employees received thé hfghgéfﬁﬁéﬂfhly‘edrﬁiﬁggu
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for ‘all school types except for those graduated in non-

'Sectarian province. Théir earning difference is almost

negligible though (P726 - P712 = P14).

Table4 describes the time path of average
monthly earning ofwgraduates'from;the warioug:gchqgl
typgga;‘Thg time path is of the expected direction - an
invertedMH;ﬂP;gh Peaked,atﬁﬁggdpgqgg_gﬁfgkﬁlegcept for
U.P. graduates where earnings, continued to increase up -,
tg,agg795.:7jeAfingﬁglso‘that:earpingslamqng sghool types
do not tend to equalize over time. The,eaygin&s of U,?,J
and Manila sectarian schools continue to be higher at

cach succeeding age as compared to thosé of graduates

. o botalamgon i S QIR Lot ey
from other schools. We also find that the rate of

. IR - A 2 S LA Sespana L e, aer oooa o fogErloge !
increase of earnﬁngs of U.P. graduates is very much ~

higher in the first 10 years of employment. “This fact

might be considered to reflect the rate of ‘learning by

L SRS Yot NS SUST B vy ST S
doing amoéong the graduates.

It.igto be moted that the PCSFE study shows

that the social rate of return. (estimated.on the/basis.. ;.
of fotal cost of instrugtion, not tuition) of U.P. edus
cation was in.general highep than that from private schools.

.1t might be concluded that good quality, education. dis ..,
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wortbyki;g providing as an-alternative to inexpensive but
po&r qpa;ity programs in spite pfﬁits highen-cqst. ‘The .
totq;wpeturns tp college education can theneby_be incneased
by reallocating resources to the improvement of college

programs.

ITI. Planning Implications of the:Study
The observations lead to two policy questions:’
1. How:éhould“the observed "mismatching"
of job and eadcatisgh‘ be treated in bahbdwéf'pléhS?
2. What effihiéhcy cbnsidérafiBhs can be read

from the findings?

1. Manpﬁyer Planqipg
Traditipnallyﬁmapppwer!plans qogsi;ted_gf

trying to mapwforepasted;demandlandusupp}ylgf specifiqL
types pf mappower. The‘forecasts assume varying’dggpggs
of dlsaggregatlon dependlng on data avallablllty Anj‘
1llustratlon of a forecast is glven in the NMYC forecast‘
of demand by level of education. ThlS was based on an
input-output table from théhthe input coefficients by educa-
tion level in Various ‘output’ categories ‘werée obtainéd.: “These
weré“then appiied"tb:ﬁrojééted”ééétbféi“butputs*fO'férécéét
“demand for' each level of education. Supply forecaéts ate’
usually based of historical trend of enrolIment or graduates

or macrO . . . . . . . . . . . L] . . . . . . . . . . . . . .




relationship between these variables and factors such as

e i e PP S
demography, income and urbanization.

Three major assumptions are made in ... fore-
cast: of demand, (a) that the input coefficients will.
remain constant; (b) that these are the efficient input
coefficients; and finally, (c) that there is no subs-

titution between inputs (here education) in production.

\Ourﬂfindings seem to be inconsistent with
assumptions (b) and {c). If (b) and (&) d6 not hold
then, (a) will not hold for the input coefficients will
not remain éonéféht’if théyrafé:hotztﬁe optimai coeffi-
‘cients and if there is a high degree oF subtitution
améﬁg'éducéfion lévéis{in each jébi “These being the E%ée,
‘hdw'shbﬁld’éufﬂfbrecaéf be:réViéed to take into account®
‘éugs%ftﬁtéﬁiiityiéf educatibn in>ﬁoﬁé ahd thekﬁoséibiigéy
of diseqﬁiiiﬁfium'in the college labor market as reflected

in the under-employment of some graduates?

P N U R S

... bet us first take the apparent under-employment

f1t

of college graduates. We may argue that the graduates,
who are employed in non-college jobs, that is, in occu-

Gbgjigpﬁrg}agsified_as clerical, sales and others are not

under-emp}gyed., We also assume that the educatipnal



requirement for clerical, sales and other occupations is a

high school education with some vocational content. . It
is observed that except for graduates of the University

of the Phlllpplnes, about one half of college graduates
worked in jObS that do not requlre college deérees1' fhe
manpower 1nput of college graduate should therefore be
adjusted so as to reflect thelr employment in the clerlcal
sales, and other occupatlon. The equlvalent 1nputs of;
college graduates could be assumed to be the proportion
employed in professiohalAvﬁadminlst;ative jobs,,se¥hqﬁh
multiplied by the total employed college graduate. .The
forecast ls,to”beomade‘withithis:adjustment_inathe,pumber
of employed college graduates.. A simpler way of. forecast-
- ing demand for collegiate manpower is to count only those

who are employed in professional and administrative jobs.

. Thus the input coefficients by occupation, rather than by

. ..edueation type, are used in forecasting. Either

adjustment would_lower:therfprecasted?eollegiate manpower,
Table 5 below gives the result of an exercise using the
latterqadjustment i. e}jcountlng as colleglate 1nputs,
those dn professlohal and admlnlstratlve jObS. The tablc
glves us a’ comparlson of the unad]usted 'and adjusted

forecasts. Needless to say, the method is extremely crude

but 1t does 1llustrate the mapnltude of p0851ble



Table 5 N .

)

Adjusted and Unadjusted Forecasts of Demand
for College Graduates
(In thousands)

Unadjusted Adjusted
Y E A R e o e o e i o i At e e e = o
T “_~ig r';’HP . Ecc
Actual = 1965 10,101 gza% | 750 " 750%
. 1966 . 11,082 905% | 805 .. B19¥
“1¢67° | 12,185 ‘ 99g% 874 'g05%
1968 12,481, 1,023 977 927*%
1969 11,235 921% 569 834
1971 12,543 1,028% | 873 931%
1972 . j. 12,582 . 1.,050% 1731 o934
1973 13,896 1,139% 871 1,032%
Projected 1974 14,265%  1,170% ! 742 1,059%
©o1e7s5 14,900% 1,223% | 765 1,107%
1976 15,675% 1,285% 808 1,164%
1977 16,299% 1,337% g28  1,210%

# Egtimated/projected number 6f employed persons i
ET = Total number of employed persons
c =  Number of employed-colliege:zgraduates.
E = Number of employed ;n adrln strative and . ..
“A+P ‘ ative amnd . .
professional §6b&
:Eg't=Number of employed college graduates-in- SR
co admlnlstratlve and profeselonal wobs- 750 x E
‘ : . . 10;101... It
Source:

Actual ;<= BCS Survey of Households babor Force-series

- Projected -~ NMYEC, Interim Manpower Plan, FY . 1974<1877



overestimation of collegiate manpower demand when no

adjustment is made for "diploma-illusion.™.

2. Efficiency Considerations

Earlier it was argued that the observed under-
ehployment of college graduates due to their being emploved
in non—collegé jobs might be jpst an illusion, in other
words we méy have in fact h;vé no under-employment but only ‘a
"diploma-illusion™. Such would be the case were the
content of college diplomas be equivalent to the content
of a lower level of education, say high school. There
has not been any study to directly support this contention.
There are studies, however, which describe the inadequate
facilities for library, laboratory;;and staffing in most
Philippine colleges and univepsities. At the same time,
the quality of education at. the elementary and high
school levels is also consideréd to be poor. It is most
lih?}y, therefgpe, that the-contept of an average pusiness
;rgigggigl arts degree is gqﬁivaleﬁt to tﬁé content of

"a good high school education. If such is the case; there
“is no.under-employment of college graduates when they are
employed in noh-college jobs. There is only a "diploma

illusion". We need not worry then about mismatching by

level of education or under-employment of gollege graduates.



. We have. to be corcerned, however,: about: the possible

inefficiency of producing high school equivalent education
in ¢olleges and universities. 'The question tan be put:
~more: systematically by:an application of' costsbemefits”
analysis to the two options - producing high-sthooliti :
equivalent education in high schools, or in collegestand
universities. Let us specify the possible differences in

their costs and benefits.

1. Time Flows of benefits and costs differences

There. is a:longer pay-off period when the edu-
cation. is produged .in: high schoel since the education::
process would terminate earlier, approximately .10 years
.versus 1lu - -years of schooling.' . The graduates can join the
labor force ati;a-much younger:iage. :.Thus: the-pay-off
period is increased. . If the employment rate is zero for

the next four years, the pay-off period remains the same.

2. Cost of education

It 1slverj llkely that the cost of produc1n9
:én ééui§alent hlgh school educatlon in A;;ﬁ schgeigblgﬁ
ia;er than the cost of pféé&é;néhltwgg collegé.l;'f};elY
el o : . waelp i otn any dTedd oadog
héddltlonal resources needed to 1$pr;§e eduééélonfin hléh

Do 7- s W w; LS S i ol /" I's) = Eor r ‘{ ‘( (e “
school for produc1ng the equlvalent hlgh school educatlon
i eyt g et e : L o am dAordy

would be less than the total resources used up in college.



The: number of high $chool teachers need not increase, ‘but

their quality can be improved by replacing poor quality

high school teachers with teachers who are currently -
teaching:in college. The. cost of library, rooms’,  laboratory
equipment in colleges and class rooms can be used-

-more efficiently in high schools.

3. Other Costs

The "diploma illusion" has a cost to the
‘graduate. It tends;tbnfaise'his‘iéb expectations and
deads 'him to search for jobs:to which he does not qualify.
Thus the duration of his ' job search is unnecessarily"
lengthened and he has to pay a larger amount of transpor-
“tation and other costs while oh the job search. In this
regard; one may also consider-the disutility from dis-

-appointment in onds ‘career expectations.

IV, Concluding Remarks

Careers of college graduates dlffer in their

educatlon requlrements. Some graduates flnd jObS in the

profe581onal and admlnlstratlve occupatlons. These are

SR

jobs that can be con51dered to requlre college educatlon.

; H

Many f1nd ]obs 1n clerlcal sales and other occupatlons

Wthh may be con31dered to requlre only a high school



equivalent education. The paper argued that the chances
of college graduates to be employed in college-requiring
jobs are determined by the field of specialization and the
quality of the college program. The survey conducted for
the study, though containiﬁg a relatively small sample,
lends some support to the argument. The paper then went
on to discuss the policy implications of the education-
job mismatching. The author directs attention to the
cost of such mismatching and suggest that :an experiment
be undertaken to estimate the cost-benefit of equivalent
education in high schools. The present value of this
‘alternative way of producing Qanpower for clerical, gales
and other occupations through high schools is to be
compared to the present value of_the present system of

producing the manpower in colleges and universities.



