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Abstract

Educational mismatch in skills that graduates possess and market requires creates barriers for organizations as
well as for job seekers. The study was conducted to find out the educational mismatch between graduates
possessed skills and market demands. Convenient sampling was carried out and data were collected from 200
graduates of economics studying in universities in Punjab, Pakistan. Further, 32 employers of various
organizations at Sargodha, Pakistan were also included from whom requisite skills in market was investigated.
The statistical techniques t-test and percentage of responses were employed to analyze the data. Analysis shows
that there exists difference between graduates possessed skills and employers demand. There also exists
difference between achievement level of students and achievement level demanded by employers. Further, it was
found that there was a significant difference between skills possessed by male and female, and between high and
low achiever graduates in economics. Also significant difference exists in skills graduates possess who are in
jobs either full-time or part-time. The study concludes that communication, strategic thinking, abstraction and
research skills are the main causes of educational mismatch.
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1. Background

The economic role of human capital, particularly education has long been documented by economists and policy
makers (Becker, 1964). According to some observers view, educational system is an effective vehicle for
producing the skills required to maintain growth in the economy. The versatile impact of education on every
aspect of human existence makes it a vital area for policy framework especially for developing countries.
Developing countries where majority of world’s population resides need to maximize productivity and
capabilities of the advanced human capital.

Due to the declining returns to education and the increasing gap between required and provided skills,
knowledge and abilities there arises educational mismatch. Educational mismatch is defined as the lack of
coherence between required and offered educational level for a given job (Allen & Velden, 2001). The incidence
of educational mismatch is one of the elements used to estimate the effectiveness of qualifications.

There exists much literature on the problem of educational mismatch but study acquires more importance if the
study population is composed of graduates. This is because of the fact that as the students acquire high
qualification, the longer duration of the education increases their expectations which are not always satisfied by
the opportunities offered by the labor market.

Educational mismatch arises in the form of over education (i.e. workers have more education than is required for
their jobs) or under education (i.e. workers have less education than is required for their jobs). Vertical mismatch
of education (mismatch of level of education and job) is not the only form of educational mismatch. Another
important form of mismatch is horizontal mismatch (i.e. mismatch of field of study and job).

Over-education/over-qualification is a relative phenomenon. A person over-educated/over-qualified in one job
may not be in another job. Overeducated workers are defined as those whose educational attainments exceed to
the requirements of education in a particular occupation.

The match between required and provided skills plays a crucial role for economic growth. The alignment
between skill demand and supply in the labor market supports firms in filling up vacant positions and cuts the
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costs of process re-engineering. Matched employees benefit from higher returns to their investment in education
and training and enjoy higher satisfaction levels. In addition, matching in the labor market signals the success of
public policies in support of education and vocational systems. Skills demanded by the employers can be core
skills (e.g. knowledge application) as well as the supplementary skills (e.g. IT skills, communication etc). There
may be skill surplus and skills deficit. Educational mismatch exists in both conditions.

Educational mismatch can be studied in variety of fields and disciplines. This is particularly for graduates in
economics, since this degree is considered 'Strong' because it offers a wide choice of alternatives and has high
external effectiveness. The subject has a broad focus but still graduates in economics are facing the difficulties in
getting the jobs that are matching with their qualification. Most of the employers reports that graduates in
economics do not possess good communication skills.

Researchers and other professionals have been interested in the relationship between graduates in economics and
educational mismatch. There is also a body of research that has identified over education, gender bias, and
family background and under education as significant causes of educational mismatch. The main focus of this
study is the identification of the major causes of educational mismatch.

Educational mismatch is a phenomenon that can be studied in different dimensions. Over education is considered
one basic determinant of educational mismatch. In earlier studies educational mismatch is perceived as
temporary phenomena (Quintano, Castellano, & Agostino, 2008). The empirical text in various developed
regions has mainly focused the over-education' which range from 10 percent to 40 percent in various developed
countries Over-education implies underutilization of skills and unemployment for the least qualified. Robset
(1995) notes, “those who attend the lowest quality schools may be overeducated throughout their career. Those
who attend a better school may be able to work their way upward during their career. Thus over-education can
be a temporary or permanent condition.”

Gender inequality is a specific form of inequality because it does not arise from existing difference in economic
contribution but from existing social perceptions and norms. Women have been in a subordinate position
throughout history. The existence of gender wage differentials has been widely documented in most developed
countries. The study of wage differentials by levels of education is often applied to control for individual
heterogeneity. The gender wage gap is found to be higher at the bottom of the distribution for individuals with
lower levels of schooling; the gender gap appears to be greater at the top of the distribution for individuals with
higher education (Lopez & Murillo, 2009).

Returns to years of educational mismatch are in favor of men. Returns to years of schooling in excess of those
required by a job tend to be half those for required years of schooling, with men obtaining higher returns to years
of surplus education than women do. On the other hand, returns to years of under schooling tend to be negative,
with women suffering greater penalties for each year of under education than their male counterparts. Thus,
although returns to years of required education are higher for women, it is found that women suffer to a greater
extent the earnings losses associated with educational mismatch.

Family background may impact the individuals' choices in many ways. Family background includes different
variables e.g. education level of father, education level of mother, socio-economic status, region of living (Corak,
Lipps, & Zhao, 2003). Cultural background is extremely relevant in this process even because better educated
parents may value their children's education more than the others (Lopez & Murillo, 2009). On the other hand,
parents may increase individual employment opportunities through informal networks (Mueller & Finnie, 2008).

Education characteristics (e.g. attainment level) are among the main determinants of the education-job match. It
examines four concepts: 1) Field of study; 2) Level of study; 3) Grades; and 4) Recent work/school experience.
Good grades during school also affect the education-job match (Chiswic, 2009). This might be attributable to the
fact that employers view this as an indicator of ability to excel at the subject related skills (Adams & Smart, 2008).
Research evidences show that the better grades obtained during education increases the match.

There is an evidence on the fact that part-time study student have less probability of unemployment and
educational mismatch. But with the passage of time this gap narrow down. This is may be due to the reason that
part-time students have high confidence level and are well informed about the job opportunities. Part-time
students have high salary as compared to full-time students because they are aware about job requirements
(Wilkinson, 2011). So they usually are less affected by educational mismatch.

Mismatches are most often looked by skills. The match between required and provided skills plays a crucial role
for economic growth. Allen and Velden (2001) identify four different types of skill mismatch, respectively
named as wrong skills (characterized by the simultaneous presence of skill deficit and over skilling). Skill
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shortage (skill deficit and no over skilling), Skill match (no skill deficit and no skill under utilization) and skill
surplus (no skill deficit and over skilling).

Given the risks posed to globalised economic systems by skill shortage in the labor force, under education and
under skilling deserve as much attention as the more explored concepts of over education and over skilling.

The phenomenon of skill mismatch is present on both sides; demand side and supply side. A separate and
perhaps more substantive reason for limited understandings of mismatch is the failure to consider more carefully
both the role of the supply and the demand sides of the labor market in generating mismatch. Theory suggests
that there are a variety of pervasive and complex mechanisms that generate mismatch which require careful
consideration (Desjardins & Rubenson, 2011).

Approaches that emphasize the supply side of the labor market in modeling labor market functioning as it
pertains to skills, skill use and skill development, tend to portray skill mismatch as a phenomenon driven by
supply side conditions. From this perspective, mismatch tends to be attributed to the inadequacies of the
education and training system. In a situation of over education, for example, the response is that education and
training systems should aim to reduce the number of qualifications they produce. Overall, education and training
systems should ensure quality and be made to be more responsive to the needs of the labor market, and to offer
more guidance at critical transition points to minimize mismatch.

In contrast, approaches that emphasize the demand side of the labor market tend to portray skill mismatch as a
phenomenon driven by demand side conditions. From this perspective, mismatch tends to be attributed to the
inadequacies of labor market practices and of employers to identify and correct for mismatch, either via the
provision of additional education, or in terms of adjusting work and organizational practices in ways that
optimize skill use and skill gain, and avoids skill loss over time.

According to assignment theory, the allocation is optimal when workers are allocated top-down according to
their skills, whereby the most competent worker is assigned to the most complex job and the least competent
worker is assigned to the simplest job. The incidence of educational mismatches can thus be explained by
differences in the shares of complex jobs and skilled workers.

Studies show that employers perceive economics graduates are not particularly strong in skills because of lack of
experience (Doherty, Street, & Webber, 2007). There is, therefore, some evidence of a mismatch between
employers’ requirements and the skills and knowledge possessed by students. There is disparity between
required and current skills of graduates of economics (Doherty et al., 2007).

Skill mismatch and skill deficit can be perceived as the result of continued technical changes in the economy
(Desjardins & Rubenson, 2011). Computerization may reduce the demand for medium skilled workers, namely
by serving as a substitute for medium level job tasks, for example, routine cognitive tasks (Malo, 2005). Others
have earlier maintained that the introduction of new technologies requires more skilled workers and that the two
are complements (Malo, 2005).

The primary purpose of higher education is to prepare students for the world of work. Graduates need to be
given opportunities to develop generic attributes besides disciplinary knowledge. Generic attributes include
communication skills, problem-solving skills, computer literacy, information literacy, ability and willingness to
learn, and teamwork. Previous research conducted on graduate employment addressed generic competencies as
skills, abilities and attributes that complement the field of specialization of employees for work performance
(Malo, 2005). It was noted that employers prefer workers who had generic competencies like interpersonal skills,
and leadership skills, teamwork, oral and written skills (Lee, 2012). It was again reported that there were plenty
of jobs but many graduates cannot fit into the positions because they lacked the necessary skills (language and
communication skills) that their prospective employers were looking for. The integration of creativity into
business education aids students in preparing for the creative workplace environments that are becoming more
common as organizations seek to develop creative competencies as one of their few sustainable competitive
advantages in today’s marketplace (Allen & Velden, 2001).

There are different types of skills in which there exists deficit or surplus and that contributes to the educational
mismatch. Many employers cited lack of necessary communication skills, poor command of English and lack of
confidence during interviews had led to increasing number of unemployed graduates. Furthermore, computer
literacy or the knowledge of information technology is supplementary skill required by employers (Sgobbi,
2011). According to Doherty et al. (2007), students of economics who have deficit in that particular skill have
high probability of educational mismatch than students who have competency in applying their knowledge to the
real world phenomena.

124



www.ccsenet.org/ies International Education Studies Vol. 6, No. 11; 2013

According to Groot and Maasen (2000) economists must do what they are trained to do. Reason behind that
deficit in research skills is the lack of incentives for conducting research and lack of faculty members to train
students as a researcher (Aleem, 2004). Only the attendance of students in their academics cannot increase their
chances of job, they must have skills that can help them in their careers. A considerable amount of career-related
skills are developed in non-instructional settings (Heckman, 2007). This connection between education and
employment is exemplified in today’s depressed job market, where there are more applicants for fewer jobs.
High grade point averages are still necessary in job candidates, though high grades alone are not enough to
secure a job (Chiswic & Miller, 2009).

Youth unemployment is rising because of changing demands of labor market (Mohring, 2002). This is due to the
failure of education to prepare youth for the job market (Mohring, 2002). There exists skill mismatch this is
because there is no culture of entrepreneurship in Pakistan and other countries that are facing the problem of
educational mismatch (Aleem, 2004). The skill of entrepreneurship is needed for the development in social and
economic environment. Graduates are facing deficit in that particular skill because there is lack of public policy.
For that purpose improve educational level of young people with innovative training schemes. For that
institutions should offer special training programs for entrepreneurs.

In Pakistan, there is significant rise in the average level of education, but over time, more and more workers
incapable to use their educational background on the job. Two decades ago, it was judgment that supply of labor
meeting the demand of labor. However in the current decade, it is argued that supply of labor may have
outstripped the demand of labor in some professions and high qualified peoples taking positions of low qualified
peoples, therefore the skills of some highly educated group may be underutilized.

The return to education has a declining trend in Pakistan, implies that the country has failed to produce high
demand for education (Qayyum, 2007). Despite rising labor force, the unemployment rates also remained high
5.6 % during 2001-10 periods (ESP, 2010-11), suggesting that employment generation has not kept pace with the
labor force. Meanwhile, quality of jobs and the access to modest earning opportunities still remained an issue.
The educated unemployment (Graduation and above) has increased during FY00 and FY06. With rising
employment participation, the labor market imperfections and imbalances have also rose; with rising job search
periods, rising share of informal sector, lower productivity and high risk of vulnerability especially for youth and
female (GoP, 2008). The market is skewed toward influential peoples where job opportunities are predominately
reference-oriented rather than skill oriented.

In Pakistan educational mismatch is increasing day by day. Every year Universities in Pakistan are producing
thousands graduates but most of them remained unemployed due to their over qualification or under qualification.
There is an information gap that exists between labor market and graduates. College and university graduates are
unaware about the job opportunities. According to Higher Education Commission (2012) in 2009 the number of
higher education institutions was 127 and these institutions produced 496207 graduates and participation rate
was 33.0 % which shows that most of our labor markets are unable to absorb the fresh graduates.

There exists number of studies that have analyzed the phenomena of educational mismatch throughout the world.
This has been a phenomenon of interest among Pakistani researchers and some studies have been carried out on
the problem of educational mismatch in terms of over education and wage differentials. But in Pakistan no study
exists on the phenomena of educational mismatch in terms of skills. The present study deals with the problem of
educational mismatch in terms of skills and contributes to the recent literature.

The purpose of the study is to investigate educational mismatch related to skills faced by graduates in economics
and the existing market demands.

Objectives of the study are to explore market demands for economic graduates and based on market demands, to
explore educational mismatch in terms of skills of students. Further, to identify causes of the educational
mismatch also forms the part.

The research questions developed for the study are as:

Does educational mismatch exist in skills between economics graduates and that of market demands? If
exists, why does it exist?

Is there significant difference exist between skills possessed by males and females economics graduates.

Is there significant difference exist between skills possessed by high achievers and low achievers in
economics.
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Is there significant difference exist between skills possessed by part time and full time economics
graduates.

Is there significant difference exist between perception of students and employers about skills possession?

Is there significant difference between percentage of marks demanded by employers and percentage of
marks possessed by students?

2. Population, Sample & Sampling

All the graduates in economics of private and public colleges and universities were the target population of the
study. Due to the time constraint students studying in department of economics of only one public sector
university in Punjab, Pakistan were selected as the accessible population of the study. Similarly, employers were
selected from only one district of Punjab, Pakistan.

Out of all the students studying in department of economics, 200 students studying at BS level were selected as
the sample who believed to be the true representative of the given population and also had the characteristics
relevant to the research problem. Furthermore, sample was categorized into full time and part time students, male
and female students, high achievers and low achievers. So that 133 full time and 67 part time students, 105
female students and 95 male students, 105 high achievers and 95 low achievers were selected for the data
collection. Out of all the employers working in Sargodha city 32 employers were selected as the sample of the
study who believed to be the true representative of all the employers. Due to time constraint and limited
availability of the participants of the study non-random convenient sampling was used.

Two questionnaires were used for collecting data. One questionnaire was used to collect data from students and
the other to collect data from the employers. As per nature of the problem, questionnaire survey was used. A
sample of 200 students was surveyed through questionnaire. On the other side sample of 32 employers was also
surveyed through questionnaire. This study involved cross-sectional survey design because data was collected
from the students of department of economics and employers at the same point in time. The nature of the study
was quantitative form and it was survey type study. Two questionnaires were used for the collection of the data.
Students studying in the final semester at BS level in department of economics were provided the questionnaire
to tick the appropriate option. Likewise employers were also provided the questionnaire to tick the appropriate
option on a rating scale using five different columns. Weights (ranging from 1 to 5 i.e. 1- not at all, 2- to some
extent, 3- to an adequate extent, 4- to a high extent and 5- to a very high extent) were assigned.

3. Data Analysis

Data were analyzed through the SPSS. Independent sample t-test and percentage of responses of employers and
students were used to test the hypotheses and analyze the data.

Table 1. Students’ percentage of marks and percentage of marks demanded by employers

Percentage of marks Students’ achievement level Achievement level demanded by employers

above 40 0.5 33

above 50 35 20.0
above 60 43.5 60.0
above 70 52.5 16.7

Table 1 shows students’ achievement level and achievement level demanded by employers for job. Achievement
level of most of the students is above 70% and the most demanded achievement level by employers is above
60%. Results show that achievement level of students is more than the achievement level demanded by
employers.

126



www.ccsenet.org/ies International Education Studies Vol. 6, No. 11; 2013

Table 2. Skills possessed by students and skills possessed by students according to employers

Indicators of skills Students’ Employers’
perception perception
Communication skills 52.7 553
Written communication 59.9 593
skill to think strategically 59.6 56.0
Abstraction 573 54.0
Skill to use diagrams 66.0 56.0
Application of economics knowledge 67.0 533
skill to deal 63.8 60.7
Speech skills 58.6 56.7
Problem solving skills 58.2 55.0
skill to be sensitive to social/cultural/political issues 58.8 57.9
Model construction skills 58.6 56.6
Debating skills 56.3 70.7
research skills 57.3 533
Team work skills 61.1 67.9
Resource identification skill 59.7 56.6
skill to use IT 62.5 70.0
Skills to use quantitative data 60.6 65.4
Application skills 67.5 61.3

Table 2 shows students’ perception about skill possessed by students and employer’ perception about skills
possessed by students of economics. According to student, communication, written communication, strategic
thinking, abstraction, debating and research are deficient areas in their skills. According to employers, students
are deficient in communication, strategic thinking, abstraction, dealing, problem solving, model construction and
research skills. Results show that communication, strategic thinking, abstraction and research are deficient area
in students’ skill possession.

Table 3. Skills possessed by males and skills possessed by females

Serial # dependent variable gender N Mean Standard deviation t Sig.(2-tailed)
1 Skills possession ~ male 95 5454 1148 319 750
2 female 105 54.02 11.46

The independent sample t test as shown in the table 4.95 shows that there is no significant difference in skills
possessed by male and female students of economics (t=0.319, Sig.=0.750, Mean y,.=54.54, Meangema.=54.02).
Female students of economics have equal skills as male economics students have.

Table 4. Skills possessed by high achievers and skills possessed by low achievers

Serial # dependent variable achievement N Mean Standard deviation t Sig.(2-tailed)
1 Skills Low achievers 95  52.08 11.23 -2.61 .010
2 High achievers 105 56.25 11.32
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The independent sample t test as shown in the table 4.98 shows that there is significant difference in skills
possessed by high achievers and low achievers (t=-2.61, Sig.=0.010, Mean Loy achievers =52.08, Mean g
achievers—20.25). High achievers possess more skills as compared to low achievers.

Table 5. Skills possessed by full time students and Skills possessed by part time students

Serial # dependent variable Situation N Mean Standard deviation t Sig.(2-tailed)
1 Skills Full time 133 54.27 11.90 -0.008  0.994
2 Parttime 67 54.28 10.56

The independent sample t test as shown in the table 4.100 shows that there is no significant difference in skills
possessed by full time students and part time students (t=-0.008, Sig.=0.994, Mean yj time students =54-27, Mean py
time studens—54-28). Part time and full time students have equal skills possession.

4. Findings
Analyses reveal following findings:

1) The significant difference between skills possessed by males and skills possessed by female students of
economics was found to be -0.319 at 0.05. So, there is no significant difference between skills possessed by
males i.e. 54.02 and skills possessed by females i.e. 54.54.

2) The significant difference between skills possessed by high achievers and skills possessed by low achievers
of economics was found to be -2.61 at 0.05. There is no significant difference between skills possessed by
high achievers and skills possessed by low achievers. The mean of high achievers’ knowledge 56.25 is
greater than mean of low achievers i.e. 52.08.

3) The significant difference between skills possessed by full time students and skills possessed by part time
students of economics was found to be -0.008 at 0.05 significance levels of confidence. So, there is no
significant difference between skills possessed by full-time and part-time students. There is no significant
difference between skills possessed by full-time i.e. 54.27 students and part-time i.e. 54.28.

5. Conclusion

The study concludes that communication, strategic thinking, abstraction and research are deficient areas in
students’ skill possession that can cause skill mismatch and educational mismatch. Further, achievement level of
graduates is more than the achievement level required for a job. The female students and male students possess
equal levels of skills. So males and females students have equal probability of educational mismatch as far as
skills are concerned. Achievement level of students is more than the achievement level demanded by employers.
This increases the probability of students with high achievement level and also causes educational mismatch.
The study also indicates that part-time and full-time students have no difference in skills, hence, the situation of
the student (part time/full time) doesn’t cause educational mismatch. Most of the results of study are similar to
those searched by many others economists and educationists like Doherty, Street and Webber, 2007; Allen and
van vel den, 2001; Lopez and Murrilo, 2009; Groot and Massen, 2000. But some results of the study like no
difference between skill possession by full time and part time students are quite different to those searched by
many other researcher like Wikinson, 2011; Adams and Smart, 2008. Probably, this is because of small sample
of part time students used in the study. Another reason for no difference in skills possession between part time
and full time students, probably the nature of job of part time students is different from field of economics.
Further, skills of the students who are working in organizations are different from the skills of students of
economics. Research in the area of skills mismatch and educational mismatch will be of limited theoretical and
applied value unless a holistic perspective is considered.
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