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Abstract

Earlier papers have found overeducated workers suffer wage penalty compared with their
counterparts who retain equivalent degrees but are not overeducated in their jobs. However,
overeducated individuals reveal considerable heterogeneity in terms of skill, creativity, and
other abilities. This paper investigates differential wage effects of overeducated workers
among four distinct occupational classes. As results of the research, about 60-80% of those
university or college degree holders overeducated were employed in low-skilled jobs. But over
90% of those postgraduates workers overeducated were concentrated in highly-educated or
high-skilled jobs. The positive wage effect of overeducation for the high-educated and high
skilled class was higher than any other occupational classes. The wage parameter of surplus
years of schooling of the low-skilled and low-educated in ORU wage equation was much
lower than that of required years of schooling. There were two contrast types of regional
overeducation patterns, one with high probability of overeducation but with highest stocks of
high-skilled jobs, and the other having higher level of overeducation but most of them
engaged in low-skilled occupations. This paper gives some implications that overeducation
wage penalty could be outperformed by workers’ actual abilities if they are assigned to
knowledge-based jobs.
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Table 1. Detailed Definitions of Four Occupational Classes
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Table 2. Rate of Overeducation and Monthly
Wage per Level of Education

(T4 %, BHR) Unit: %, 10,000 Won

CIEPN J;;t% EEH A= monthly wage
Level of Hl& A A Tl mHa
Education Over- &y &y e o
Rat; under | required aver Avg.
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Eiﬁwtnﬁdm 2129|1885 | 1623 | 107.7 | 1118
school
=
higEh school 281.3] 259.2 | 209.7 | 1614 | 180.7
FER e,
college 2447|2209 | 2343 | 1751 | 203.2
44N Cist
university 336.8| 292.1 | 264.1 | 213.0 | 288.0
MAF
Master 351.0( 357.6 | 298.8 | 309.2 | 349.6
ﬁﬁg 450.8| 446.8 | 150.0 | 206.0 | 4479
A All 3281 276.2 | 2163 | 155.7 | 2121

class 1 : highly educated and skilled (11%}2f, =5 2)
class 2 : highly educated but not skilled (11%}+2)
class 3 : skilled but not highly educated (11=52)
class 4 : low skilled and low educated (K&}, X{=21)
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Fig. 3. Rate of Overeducation by Occupational

Classes
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Table 4. Summary of dependent and

o|ASEA
e

E Ol
FYE

250

HAE
=T 2

independent variables in ORU wage equation

4 2=Variables Z X measure M4 M Explanation of variables
; | -3 gol ) .
Region cgpit‘a region arummy e %= #(Seoul, Gyeonggi, Incheon)=1, otherwise=0.
LA Ho E
LAY = A 0] ; d A
= e dummy | H8Mmale=l Adfemalezo.
24 = 4
742l AE age contlnuous ; J;Xf a3z (age o weier)
S < 2q = 2 ¢ 4 Xﬂ_l_ E‘-i ru
é"ﬁf?a"?t' o3 H& age Gt JEIF 3 X|F (square of age of worker) -
-eristics = : 7|= HO| i A3, 0|Z, AtE (Others)=1, O/Z (never
712 married dummy i married)= =0.
, = =] :
Z¢ graduation Eu%]%‘; o] i &Y (graduation completed)=1, otherwise=0.
ke & i =142 (years of job tenure)
Job Tenure continuous  : =TET y J
SHH d&Ee M :"A'rjA & A HA WD ;
C%ntrlol_lte'a Job Tenure é_oﬁ'tlnuous 2% W H& (square of years of job tenure)
ol i o ST il R
C‘Zr;‘e?';,—ears coor}iﬁu_gus A2HUAL (years of worker's career)
chik iAol ‘ i i
S - x [, = N = =
a8 permanent job é)umrny : B3 (permanent job)=1, otherwise=0.
EM =C} JEAIj}, :
o To T 1t =ct o aF i
employ- 2AIZH
b )[/yeekly work it § 2 KO Fot 22 A7t (weekly work time)
status ime . ) )
CH7 | CH7| Y .ol | AFYH 2 30091 o|4 CHZ|Q (large firm with
large firm dummy i more than 300 workers)=1, otherwise=0
719 719 ool | AR ﬁlE 50-299% 7| (middle-sized firm
middle-size firm | dummy i with 50-299 workers) , otherwise=0
14 & o[% O|Xl0{= o] | A2 1H 2t O|X| (changed one’s job withitet 1
change job ummy : year)=1, otherwise=0.
Dif IrQ/mpAStE =X HA N ML
HEnFAREH | Hya 1?- % i (if over/under- educated worker = average years
years of years 0 i of education of his or her job)
requ ired requ[red if §-sts = HYI2Xt ‘logé‘_
education education :(if required education = his or her own educated
: years)
I sy Fe
My g | HERSHS  —mdus S=x ages g
i othe
Explanatory %?/?rsed?fcated overeducated : (if overeducated worker,
variables i = worker's education years — required years of
i education)
If ppasiEy Ao
TARSHASY) | HAUKAHS | =NFUSAP-RASY J2X DK A=,
S years of ; otherwise=0.
Ymder—educated undereducated : (if under educated worker,
i = required years of education — worker's education
; years)
se By DUk 2eAe) 49 Ad itk D). A4 8918 K 22K A s )
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Table 5. Estimation Results of ORU Wage Equation by the Occupational Classes

A Z|& occupational class
Bl Variables Al InETE R InETEEES RIS NECBSET]
Class 1 Class 2 Class 3 Class 4
Atz Constant 2.034%*+ 2.483%*+ 2.343%%+ 2.670%** 2.507%**
M male 210%+* 148%+* 221% 2425+ 258%*
o123 age T45%* 1.127%** 984x 943+* 784%x*
o3 HZ age: - 874%*+ -1.047% T -1.012%*+ -1.017%**
g

7|Z married [033%%* 037% 026+*+ 089*+* 037%x*
Z AR} graduation 019%*+ 070%** 1023k 013 026%*+
247|7} job tenure 240%+* 181%** 215% 302k 287+
Eyda oy - 1330 - 102+ - 079+ - 17244 -170%+
gfjg?ears 209%+* 277+ 266+ 207%+* 182%x
;%f;‘n’i’nem sk 167%+* 1198+ 185+ 144%+* 1754
XCI- JEAI?_I. ekk *kk Kk ok
;Vregkl}y . 1464+ .065%* 129 045+ 215%
I:Hjlg. 148*** 262*** 150*** 262*** 153***
large firm : : ' ’ ’
§7lg . . 078*** 158*** 086*** 149*** 057***
middle-sized firm : ’ : ’ ’
J{)‘E c’%ar‘]’gﬁ 011+ 017* 003 -011 015+
gﬁg—j s 0654+ 098%+* 107%+ 026+ 067+
HYEmHE(S

ears of required 315%* 062++* 073%%* .102%+* 137%%%
Zducationreq

Y 11 § A 4(So)

years dof 062%+* .083%** 064+ 087+ 070%+*
overeducated

A W8 H4(Su)

yez:jrs ofd g 043+ -.100*** - 118%** - 118%* -023%*
under-educate

adjusted- B* 682 521 555 437 626

R O* 0 p-value < 0.01, 0.05, 0.1
class 1 : highly educated and skilled,

class 3 : skilled but not highly educated,

class 2 : highly educated but not skilled,
class 4 : low skilled and low educated
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At misk ZEAt 7o) AFEA giks tie  SEE FEA A8z 8 A+E Hiudl
ojnjgt Xjolg Holxl Utk usuEES] AR & HU XEH-KmwxBoiig wdsiHo) tiet K
SEISoA st Ao Hysk ZEAt ¢ A2 HEsE Hisl REs gak-)7t 7id 34
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E Holil QUth ol IEAPL uss Sdf

E 6 A3 ME/mY 280is S bla A7) stel-TaPiNe wElE
_ , RAoIL T8k - TsTAS us 710
Table 6. Comparison of Estimated Parameters R Aol a8 -11=gS dRlshe 2ol
o = = REO AS MR PRois
x= ORU 928t %X ﬁﬂl’ thest DHT 38A]E]1_ 'ﬂo—f] (< “I’?J‘ _]—]’_‘-Uf?j-roﬂ
Class Results of ORU Wage Equation ST 8 el 92o] ASsie a2 /IR Jee o
= oo - jus]
18- _ N
Cﬁﬁgl 0.0625! + 0.083D,,8°~ 0.100D,, 5" | -276 BZECE meld siERSA QT AEISe
ass
4% EQETH AZiolo] Bes SE RAS
CLIaD}sﬂz 0.0738/+ 0.064 D, 8"~ 0.118 D, 8" | 241* o _ _
HEs] &8sk 7187t FolRle ASolM k=
1)\% D Qr 27 o 2 Vit » = == =
5;53 0.1028'+ 0.087 D, 8" 0.118D,,5, 172 AL 7holo] =12 AFS neds= Aldst B
X §|}§‘1 AL oA 01 ==
xi;ag 01378+ 0.070 D, S~ 0.023 D,,8" | 2784 g2 de + UASS ANRBIELL
Class 4
@ ORU AFE=0M FHE A Zt xtojof CHzt tAH 7} XI=H 71018 Hl= 7} aolskad
M OATFQ, *, ** . QO0|8Z 10%, 5%, 1%0| A S0t 3' xlq — —lo = -LI.O4.a IEJ-} J—I’J—!-—I
class 1 : highly educated and skilled ps o| ol -
class 2 : highl; educated but not skilled —EX0| AF Hlw

class 3 : skilled but not highly educated
class 4 : low skilled and low educated
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Table 7. Rate of Overeducated Workers and Their Average Monthly Wages by 16 provinces

(EH2I: %, 10,000)) Unit: %, 10,000 won

sty 22Xt HiS s 22 e AS
Rate of overeducated workers Average wage of the overeducated
All Class 1 Class 2 Class 3 Class 4 All Class 1 | Class 2 | Class 3 | Class 4

Mg Seoul 147 179 9.6 83 64.3 2629 404.3 3923 265.6 203.9
HAF Busan 151 6.3 42 118 77.7 203.6 367.5 304.7 2302 180.8
CH+* Daegu 14.0 14.2 59 11.9 68.0 212.6 353.0 2599 239.3 1744
QI Incheon 110 117 5.2 10.5 726 240.0 3888 276.0 245.0 212.8
23 Gwangju 17.7 95 44 122 739 2239 340.7 3349 261.6 196.0
CH™ Daejeon 20.7 268 6.0 91 581 2417 389.7 3271 2484 163.5
24t Ulsan 169 41 23 17.1 76.6 2746 389.4 3013 260.7 270.8
Z7| Gyeonggi 146 20.6 9.2 10.0 60.2 2888 4384 407.1 268.8 223.0
¥ Gangwon 147 17.0 5.5 154 62.1 2574 3218 290.8 315.2 2225
%5 Chungbuk 154 14.3 41 138 67.9 2221 3389 2527 260.9 187.9
=& Chungnam 155 74 5.7 135 734 2236 3195 3619 227.5 203.2
& Jeonbuk 179 93 43 124 74.0 216.3 389.6 207.2 2393 1912
Mg Jeonnam 15.8 10.6 37 143 714 279.5 3517 2721 285.5 268.0
ZE Gyeongbuk 149 131 22 1.1 736 2173 3444 299.8 203.8 1943
A Gyeongnam 16.2 8.5 34 12.7 75.5 249.2 404.2 2983 2344 2321
M= Jeju 143 114 38 8.9 759 1889 405.0 2122 2236 151.2

All 1531 151 6.7 10.8 67.4 251.3 399.1 361.8 254.3 206.9
class 1 : highly educated and skilled (13}2{- %2 %)
class 2 : highly educated but not skilled (1%}3 X&)
class 3 : skilled but not highly educated (1%2 X&)
class 4 : low skilled and low educated (M&&]-KM=3 %F)
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Appendix 1. Names of the results of factor analysis

OIX} Factor A9 Explanation
FOIH ADE 280 Oofil AUS BENOE Heols 520| 52 HY
o x = = =5 [ay=) = :
(1:'0 Lrlen(tllvqe :ﬁ"{t" g ggﬁo&'ia Ol 50| Foltt XY= (jobs that require cognmve abllltles
9 y like managing resources creatively and efficiently)
SRUSA [ o oo | SN0 Hes mu S, 430 Bd me| 5o 09 s|&H @2/ ooy
work Téchno[oglcal ability 0] &893t AYES (jobs that require technological abilities, like understanding
performance mechanical principles and quality management
3 ANN sgse | ROA 7 59 BEN A UHE ZOH £ F2 UNNY 5HS w3
Physical ak:iqh Sl = Ag AF=2 dxl= ZHYE (|obs that require physical abilities, like
Yy y flexibility for phySIcally hard or artistic works)
1 7|x=nteh-ZetR|A | 3 HRE, HASE, 0|00, SJAIAE, AR, Fof, ngEH, 30 52| X|4
Science (knowledge of liberal arts, basic science and communication)
2. AR st XA Het, Ash olE, GAL ALl f2l, X|2] § Atzlabet G HEbH x| 4
Social science (knowledge of social science, including phllosophy, arts, and history, etc.)
XAl == 3. 2oz x4 ZH, oA, 8%, @F, nAMulA, it O E 2oF i XA S
K l_li-rd Management (knowledge of management, marketing, administration and services)
nowledge
ovel - [ 71aEA x4 28 2a XA U 7|7, AF U MA|, ZY 7|E, B2 SO B X4
Engineering (knowledge of englneermg, archltecture, and mechanical principles)
5. 4B |4 M8, 215, o7, S2[8 KNS - N
Life Science (knowledge of life science, like biology, medicines, or medical biology)
6. 413 x|4] SENZ U BHI CIXQL HE WA TR RIS
Manufacture, Design (knowledge of manufacturing and product design)

S22 N3 2R Y A

=o T Y

Appendix 2. Classification Process of the Occupational Classes

=) Soedsy
B | TEu 95552 RIASE OIXPE4 HE 28
Jobe | Edueation Work _icrfgrrgnance Knowledge level Z-score Results
2 4. S. 6.
b EmE =t 2 3, - = k-
ac | B | Looa | vleom L. | AE |22 (1§ |52 | 4% e T
Code | Average XIS | fofhnolo | 2t 2= manag Al aret ts (j-‘?— o2 | dass
edu. years | cognitive science | social ement. | €Ngine Ii f e | manufa edu | skill
u. Y/ ¥ science ering science | cture B
014 16.2 140 017 033 217 1.68 -0.02 -1.03 0.77 (o] O 1
025 138 053 049 1.08 -144 0.96 033 -0.19 0.57 X X 4
032 149 0.87 -0.62 030 -0.16 1.63 -044 -0.23 -148 o] X 2
095 118 -1.17 -1.10 -1.59 0.21 -0.42 0.74 -0.77 -0.69 X X 4
124 153 -0.22 -173 -0.55 1.00 -0.36 0.19 -0.53 -1.96 0 X 2
195 133 -0.16 167 0.09 -0.32 -1.66 149 0.07 -0.85 X (6] 3
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