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Abstract

In recent years, an increasing number of studies has examined the incidence of
educational mismatch and its wage effect. However, most existing studies have a potential
problem given that they overlooked spatial variation in earnings across the regions and only
used cross-sectional data in estimating the wage equation under a standard OLS framework.
This paper analyses the effect of educational mismatch on the wage in capital and
non-capital regions in Korea based on Hausman-Taylor model. The data used in this study
are drawn from the Korean Labor and Income Panel Study for the period of 1998—2015
and the Dictionary of Occupational Titles in Korea. As a result, the extra year of schooling
has a positively significant value for overeducated workers. Moreover, overeducated workers
in non-capital regions receive wage premiums for the extra year of schooling when
compared to those in capital regions. The findings emphasize the need to test the wage
effect of educational mismatch among different regions when the endogeneity of education
is taken into account.
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Variable Description
Dssggsz nt In(W) Natural logarithm of hourly wage (unit: KRW)
REGION =1 If living in the capital regions
E" Years of required schooling for a job
E° Years of surplus schooling
E" Years of deficit schooling
REGION* E" Interaction term with Region and E"
Independent REGION* £° Interaction term with Region and £°
variable REGION* £ Interaction term with Region and E*
FEMALE =1 If female
AGE Age
MARRIED =1 If married
EXPE Number of years of worked
STATUS =1 If permanent worker
REGU =1 If regular worker
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Table 2. The frequency distribution of the observations and individuals

Observations
Frequency 2 3 4 5 6 7 8 9
The number of 3114 | 3393 | 4380 | 4820 | 5088 | 6370 | 4320 | 4392
observations
Percentage(%) 44 438 6.1 6.8 7.1 89 6.1 6.2
Frequency 10 11 12 13 14 15 16 17 Total
The number of ) oo | 4477 | 4200 | 4368 | 4144 | 4080 | 4608 | 5049 | 71,353
observations
Percentage(%) 6.4 6.3 5.9 6.1 5.8 57 6.5 7.1 100.0
Individuals
Frequency 2 3 4 5 6 7 8 9
The number of 1557 | 1131 | 1095 | 964 848 910 540 488
individuals
Percentage(%) 15.2 111 10.8 94 8.3 89 53 48
Frequency 10 11 12 13 14 15 16 17 Total
The number of 455 407 350 336 296 272 288 297 | 10234
individuals
Percentage(%) 44 3.8 34 33 29 27 2.8 29 100.0
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Table 3. Descriptive statistics (observations: 71,353, individuals: 10,236)

Variable Mean Std. Min Max
Dependent variable In(W) 9.0769 0.6689 7.0355 11.1272
REGION 0.5161 0.4997 0 1
E 13.0837 1.8892 9 18
E° 0.7064 1.1418 0 9
E" 1.1808 1.9672 0 16
Independent variable FEMALE 0.3958 0.4890 0 1
AGE 39.9019 10.6861 15 64
MARRIED 0.6910 0.4620 0 1
EXPE 5.9554 6.9661 0 47
STATUS 0.7782 0.4154 0 1
REGU 0.7059 0.4556 0 1
Standard deviations of education related
. E" E° E*
variables
Overall 1.8892 1.1418 1.9672
Between 1.78%4 1.0690 1.9724
Within 0.6873 0.4963 0.5305
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Appendix 1. The top 10 and bottom 10 jobs for overeducated workers

For overeducated workers (observations: 25,867)

The top 10 jobs

The bottom 10 jobs

Rankin Job title The number of Rankin Job title The number of
9 (Job code) observations 9 (Job code) observations
- . Metal and Material
1  |Administration Related Clerks (312) 3,012 1 Engineers/Technicians (233) 1
Managers and Culture, Art Related
2 Store Sales Workers (521) 2,733 1 Workers (289) 1
3 Accounting Related Clerks (313) 1,121 1 Deck Hands Related Workers (876) 1
4 Liberal Arts, Technology and Arts 1047 4 Liberal Arts and Social Science )
Instructors (254) ' Professionals (212)
N Environment Engineers and
5 Administration Clerks (311) 1,003 4 Technicians (234) 2
. Horticultural and Landscape
6 Deliverers (922) 808 4 Vorker(612) 2
7 Cleaners and Sanitation Workers 696 7 Handcraft Workers and Precious 3
(941) Metalsmiths (791)
3 Drama, Film and Image s41 . Recycling and Refuse Disposal 3
Professionals (283) (882
. Legislators, Senior Officials and
Construction Structure Related . . .
9 Workers (771) 541 7 Senior Cfficials of Public 3
Organization (111)
10 Sales Representatives (510) 532 10 |Hairdressing Related Workers (429) 4

Appendix 2. The top 10 and bottom 10 jobs for undereducated workers

For undereducated workers (observations: 27,804)

The top 10 jobs

The bottom 10 jobs

Rankin Job title The number of Rankin Job title The number of
9 (Job code) observations 9 (Job code) observations
1 Administration Related Clerks (312) 2,028 1 Recycling and Refuse Disposal (882) 1
5 Cleaners and Sanitation Workers 1774 5 Culture, Art, Design and Image )
(%41) ' Related Managers (134)
. Environment Engineers and
3 Accounting Related Clerks (313) 1,186 3 Technicians (234) 3
. ) . Imaging and Telecommunication
4 Flectrcal aggeiigtrrsc()ggcz)Equment 1,103 3 Equipment Related Fitters and 3
Repairers (780)
Print and Photo Development
5 Nurses (243) 1,062 3 Related Operators (892) 3
Drama, Film and Image
6 Professionals (283) 985 3 Elementary Workers (999) 3
7 Textile, Clothing and Leather 795 7 Pharmacists and Oriental 4
Related Workers(721) Pharmacists (242)
3 Food Chefs and Cooks (441) 787 7 Curators, L|bra?2a;25) and Archivists 4
9 Administration Clerks (311) 766 7 Hairdressing Related Workers (429) 4
10 Car Operators (873) 675 7 Power Generator Operators (861) 4
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