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ABSTRACT
OVEREDUCATED? THE IMPACT OF HIGHER EDUCATION EXPANSION IN
POST-TRANSITION MONGOLIA
Satoko Yano

After the fall of the Soviet Union and its transition in the 1990s towards a
democratic form of government, Mongolia was forced to embark upon a complete series of
reforms within society, including within its education sector. Mongolia’s higher education
sector was significantly affected by this change. Private higher education institutions
mushroomed and the number of university graduates increased significantly. At the same
time, the rapid expansion of the sector had serious implications for the quality of education
in the country. The declining quality of higher education in Mongolia has now become a
major political issue and has caused much heated public debate.

Using a mixed-methods approach, this study aims at understanding the gaps
between Mongolia’s educational needs and the policies the Mongolian government have
implemented in response to the expansion of higher education. By analyzing the
socio-political background of the expansion of higher education in Mongolia, it is hoped
that some light may be shed on (1) the existence and magnitude of overeducation and its
impact on individual earnings, (2) perceptions of overeducation among key stakeholders
(e.g., government officials, employers and university deans) and (3) related policy
interventions in Mongolia. It is also hoped that this study contributes to deepen

understanding of overeducation from a policy borrowing/education transfer perspective.



Quantitative analyses were conducted using datasets from the Living Standards
Measurement Survey (2002/2003) and the Household Socio-Economic Survey (2007/2007).
Qualitative analyses were conducted using information collected through 14 individual
interviews with key stakeholders (senior officials, university personnel, private employers
and staff from international organizations) as well as from key policy and project
documents from the Government and development agencies.

In this study, overeducation and undereducation are defined as having a level of
education higher (or lower) than the modal value of the years of education observed in
respective occupational categories (ISCO-88). With this definition, the percentage of
overeducated/undereducated workers for Mongolia was approximately 27% in 2007/2008.
This falls within the range of existing studies on the incidence of overeducation using
definitions, mostly from developed countries. The findings also show that rates of return to
each year of overeducation are positive, but smaller than those to adequate education,
is consistent with existing studies. This supports my assumption that overeducation can
happen even in a small country with a relatively small economy that heavily relies on
resources and agriculture. The study also found that more women are overeducated and
people in urban areas are overeducated. However, after controlling other factors, such as
education, marital status, and types of job, being male actually increases the odds of being
overeducated, while living in urban areas decreases the odds. This suggests that the
Government may need to provide skills training targeting men in rural areas for improving

their education-job match and create more opportunities for men in rural areas. Interviews



with key stakeholders also showed their concern to improve the quality of higher education
and address the mismatch between education and labor market’s demands.

The overall findings from the study’s qualitative analysis suggest that people in
Mongolia support the expansion of education in the country, since they see human capital
as an important source of national development. However, the perceived low quality of
higher education is a major concern and voices were unanimous among interviewees that
serious policy measures should be taken in order to improve the quality of higher education.
The study also found that the higher education reform policies introduced after the
transition to a market-based economy and democratic system of government were part of a
“reform package,” implemented similarly in other former Socialist countries, linked with
financial and technical support from international development partners. Technical and
financial dependency on external resources continues to this day, though the focus may be
shifting from financial resources to technical resources (i.e., foreign experts and “best
practices”). Mongolia voluntarily and actively adapts “international standards” in higher
education, sometimes without a rigorous-enough analysis of their appropriateness in the

Mongolian context. To some stakeholders, such reliance is a source of concern.
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Deregulation

Developed countries
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Education transfer

Higher education

Market economy

Mass higher education
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Overemployment

Planned economy

Policy borrowing
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A process to certify legitimacy and quality of academic institutions
and/or programmes

Reduction or elimination of government control over a particular
industry (i.e., liberalization)
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rate in higher education

The state where one holds education qualification that exceeds the
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Economy in which production and investment are made based on plans
developed by authorities

Situation where a policy in one country is introduced in another
country, usually with clear intention of "borrowing"
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Independent firms that employ fewer number of employees. Cut-off
points varies among countries
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Underemployment

Unemployment

Youth

Individual having an interest in the policy issue and is a player in the
policy arena either sub-nationally, nationally, and internationally

Countries in transition from centrally planned to market economies

A range of learning experiences relevant to the world of work, both
within and outside of school

The state where one holds education qualification that is below the
level required by the job

The state where one holds a job with an education qualification higher
than the required level by the job (=overeducation)

Situation where a person is actively seeking employment is unable to
find work

Individuals between 15 and 24 years of age (UN definition)
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CHAPTERI: PROBLEM STATEMENT AND BACKGROUND
1.1 Problem statement

During Mongolia’s transition from a planned to a free-market economy in the
1990s, the higher education sector experienced substantial changes. The sector, once
reserved for a limited number of students, expanded rapidly, while the curriculum became
more diverse. In addition, alternative funding, mostly from student fees, was introduced
and all public and private higher education institutions (HEIs) are now mandated to collect
fees.

As a result of the changes in the sector, the number of HEI students has
skyrocketed. In 2008, enrolment in HEIs (universities, colleges and post-secondary
technical institutions) was 160,000, double the number in 2000. In 2006, the gross
enrolment ratio for higher education was 47 percent, which is considerably higher than the
average for developing countries (UNESCO, 2009).

There has been much discussion in Mongolia regarding the impact of the changes
in the higher education sector. According to Steiner-Khamsi and Stolpe (2006), the
relevance of graduates’ degrees to the job market has been debated heatedly in the
Mongolian media. In 2008, out of the 30,000 graduates that year, only 10,000 were able to
find employment relevant to their qualifications (Ministry of Education, Culture and
Science, 2009). This indicates that the remaining graduates were forced to take jobs that do
not require their level of academic qualifications or expertise (or are unemployed). Thus,

many graduates can be considered to be “overeducated”. In European and other developed



countries, it has been found that overeducation has a negative impact on individual
productivity. A similar situation could be the case in Mongolia.

There are currently debates in Mongolia on whether higher education should be
regulated through an accreditation system, whether expanded higher education is simply
deferring unemployment, and whether higher education has become a business. This study
will shed light on these debates by analyzing the socio-political background of the higher
education expansion. In particular, this study will examine (1) the existence or magnitude
of overeducation and its impact on individual earnings, (2) perceptions of overeducation
among key stakeholders (e.g., government officials, employers, and university deans) and

(3) related policy interventions in Mongolia.

1.2 Background

1.2.1 Geo-political situation in Mongolia

Mongolia is a vast, landlocked country of approximately 1.56 million square
kilometers with a population of 2.7 million. Around two thirds (60.1 percent) of the
population lives in urban areas (Asian Development Bank, 2008). Mongolia is bordered by
the Russian Federation in the north and the People’s Republic of China (PRC) in the south.
Mongolia is classified by the World Bank as a lower-middle income country, with GDP per
capita of USD 2,252 in 2010 (in current USD)'. Mongolia is also a “country in transition”,
which shifted from communism and a planned economy to capitalism and a market

economy in the 1990s.

! World Bank. World Development Indicators (accessed on 2 September, 2011)



With the Soviet Union’s collapse in 1989, countries that had been closely allied
with it, such as Mongolia, embraced capitalism and democracy. In 1990, the Mongolian
People’s Revolutionary Party (MPRP) won the first multi-party election and launched a
new set of policies including (1) the abolition of state ownership of land, (2) the
liberalization of the market, and (3) advancing democracy, the freedom of information, and
the protection of human rights. In the following election, in 1996, the Democratic Union
Coalition (DUC) gained power and moved forward with the further democratization,
liberalization and decentralization of the society and the economy. In 2000, the DUC was
defeated by the MPRP, putting the latter back in power. The MPRP continued most of the
reforms initiated by the DUC, focusing on social welfare issues.

The political transition from a communist state to a democracy was relatively
smooth. No attempt to overthrow the government materialized and political conflicts were
largely resolved through negotiation and compromise (Ginsburg, 1995, p. 459). Although
there were some incidents, such as the murder of S. Zorig, then Minister of Infrastructure,
in 1998, and corruption allegations (Severinghaus, 2000), it is considered that Mongolians
enjoy more political freedom than the populations of any other former communist country
in the Central Asian region, many of which have kept their authoritarian regimes (e.g.,
Uzbekistan). Only Eastern European countries are comparable to Mongolia in this sense
(Fish, 2001).

Currently, Mongolia has a multi-party democracy supported by a vibrant civil
society (Landman, Larizza and McEvoy, 2005). The political situation is not entirely stable,

however, and a violent riot following the general election in 2008 killed five people and



injured many, and left the Mongolian people deeply divided. Prospects for long-term

political stability in Mongolia therefore remain unclear.

1.2.2 Mongolia’s economic development and the remaining challenges
1.2.2.1 Initial “shock” of transition

The Mongolian economy prior to transition was heavily capital-intensive with
technologies imported from the Soviet Union and Eastern European countries. The
economy was also heavily dependent on the Soviet Union. Aid from the Soviet Union was
between 25 and 30 percent of GDP by the end of 1980 and trade with the Soviet bloc was
more than 90 percent of all imports and exports (Lee, 1993). Mongolian products were
therefore extremely uncompetitive in the global market and Mongolia was highly
vulnerable to external shocks. The worst shock came with the collapse of the Soviet bloc in
1989. Funds from the Soviet Union stopped completely in 1991 and the deficit was
financed simply by printing money — which resulted in 100 percent depreciation of
Mongolia’s currency (tugrik) and triggered inflation, with the annual rate skyrocketing
from an already high figure of 120 percent in 1991 to 320 percent in 1992 (Goyal, 1999).
At the same time, GDP fell by more than 9 percent annually in 1991 and 1992 (Asian
Development Bank, 2008).

In response to this economic near-collapse, Mongolia quickly proceeded to
privatize state assets. Other aspects of reform that are complimentary to privatization, such

as the legal system, market liberalization, and macroeconomic stabilization, proceeded



slowly, however. The collapse of the Soviet economy as well as Mongolia’s lack of
experience in managing a market economy hampered developmental progress.

The early years of transition saw a high level of unemployment, (NSOa, 2009)
which exacerbated poverty. Underemployment was a further problem, though it was not
quantified (Goyal, 1999). In addition, food and other necessities were in extremely short
supply due to Mongolia’s inability to import. Furthermore, real wages and values of
pensions and social benefits declined drastically due to stark inflation (Goyal, 1999). Lee
(1993) points out that the situation was further exacerbated by disruptions in production,
caused by the privatization of the transport system and some key industries. The initial
“shock™ was further aggravated by “Mongolia’s admission to the IMF, the World Bank and
the Asian Development Bank” (Steiner-Khamsi & Stolpe, 2006) and the structural

adjustment that was required in order to receive their grants and loans.

1.2.2.2 Economic development after transition: a changing industrial structure

Recovery from the initial shock was not easy, but Mongolia fared better compared
to many other former communist countries (Cheng, 2003). Cheng (2003) states that the
relatively low share of heavy industry in the pre-transition economy, relatively peaceful and
smooth political and social environment during the transition, and more importantly, early
adoption of “appropriate adjustment policies and market-based reforms” are key factors in
Mongolia’s early recovery and sustained growth. The country’s rich mineral resources
potentially enable Mongolia to become financially independent of foreign aid, and mining

of its resources has already changed the structure of the Mongolian economy.



As shown in Figure 1, the share of agriculture has declined significantly since
2000, after jumping from 15 percent in 1990 to 47 percent in 1996. This is a reflection of
the economic changes in the transition period, during which other sectors (especially
manufacturing and industry, which were dependent on the Soviet system) suffered. In
recent years, the Mongolian economy has become more diversified, with sectors such as
service gaining the top share of the economic output, over agriculture. At the same time,
continuous price rises in natural resources are benefiting Mongolia. Mining had a share of

approximately 20 percent of GDP in 2008 (NSOb, 2009).

Figure 1: Share of Economic Output (1989-2009), by Industry (% of GDP)
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Economic recovery can be seen in the improvement of per capita GDP (Figure 2).
As a result of the economic shock caused by the collapse of the Soviet Union, per capita
GDP declined from USD 542 (2000 prices) in 1989 to USD 405 in 1993. The negative
trend reversed in 2004 and in 2010 per capita GDP was almost double of that of 1993 (in
2000 prices).

Figure 2: Per Capita GDP, 1989-2009
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The Mongolian economy is rapidly becoming connected to international markets.

The total inflow of foreign direct investment (FDI) has increased consistently since the
transition. In the beginning of the 1990s, FDI was virtually negligible, but by 2008, it
accounted for 15 percent of GDP (Figure 3), driven by major investments in the mining
sector. This trend is also apparent in the area of trade deficit and surplus. Between 1981 and

1989, before the transition, when Mongolia’s economy was heavily reliant on the Soviet

3 Data downloaded on 2 September, 2011



block, the trade deficit was around 30% (World Development Index, 2011). Since then,
Mongolia’s trade deficit has narrowed significantly and in some years a trade surplus was

recorded (also in Figure 3).

Figure 3: Foreign Direct Investment (total inflow) and Trade Surplus/Deficit, % of
GDP
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These economic improvements have positively affected the well-being of the
Mongolian people, as reflected in the Human Development Index (HDI), which is
calculated annually by the United Nations Development Programme (UNDP).> Mongolia

hit its lowest point on the index in 1992, falling to 0.626 (maximum 1) following the

* Data downloaded on 2 September, 2011

> The HDI is calculated based on (1) life expectancy at birth, (2) adult literacy rate, (3) combined primary,
secondary and tertiary gross enrolment ratio (4) GDP per capita.



collapse of the economy, mainly due to the sharp decline in school enrolments and GDP per
capita. Since then, however, it has steadily increased and in 2007 it reached 0.7, exceeding,
for the first time, the pre-1990 level.

Unemployment is showing a downward trend, as illustrated in Figure 4.
Unemployment was recorded at its highest level, 9 percent, in 1994 and has stabilized at

around 3 percent since 2002 (ADB, 2008).

Figure 4: Unemployment rate, 1990-2007
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1.2.2.3 Remaining challenges
Despite the remarkable economic recovery in recent years, poverty persists. An
estimated 32 percent of the population of Mongolia lives under the poverty line and income
inequality between the haves and have-nots is widening, with the Gini coefficient

increasing from 0.329 in 2002/3 to 0.380 in 2006 (UNDP, 2007). Differences in poverty
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incidences among and within provinces are substantial (Coulombe and Otter, 2009). This is
largely considered as a side-effect of the privatization process.

Youth unemployment and underemployment are major social problems. Mongolia
has a very young population and approximately 50 percent of the total population is below
24 years of age. The unemployment rate among the youth (aged 15-29) is 14 percent, which
is considerably higher than that of adults (UNDP, 2007).

In light of the expanding economy and higher education sector, this persistent
youth unemployment suggests that there is a mismatch between education and the labor
market. It may be interpreted that tertiary education degree holders are taking the jobs that
could be performed by the secondary education graduates, resulting in underemployment of

tertiary education graduates and unemployment of upper secondary education graduates.

1.2.3 Overview of educational development in Mongolia
1.2.3.1 Education before 1990 — from feudal to communist

Prior to the 1921 Revolution, education in Mongolia was provided in Lama
monasteries and in one secular school, and only 1 percent of the population was literate
(UNESCO Regional Office for Education in Asia, 1971). In 1921, the Soviet-style public
education system started, with one school and 40 pupils. The first Constitution, adopted in
1924, proclaimed the right of workers and their children to free and secular education,
while ousting the Lama schools. In 1933, the first unified curriculum was introduced, based
on the curriculum in Soviet schools. By the 1950s, the number of schools had increased to

more than 400, enrolling 60,000 pupils. During the Second Five-year Plan (1953-1957), the
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Mongolian Government achieved universal coverage for compulsory four-year education
and decided to expand it to seven years, first in urban areas and provincial centers.

The new Mongolian People’s Republic gave special attention to women, who had
limited rights in the feudal society that existed prior to the Revolution in 1921. The first
literacy school for women was opened, for 20 students, in 1921 and by the 1930s
approximately 40 percent of the children enrolled in primary schools were female. By the
end of the communist era in 1989, 95 percent of females were receiving some form of
education (Robinson and Solongo, 2000).

One of the main purposes of education at the time was “to bring up the rising
generation in the spirit of profound respect for the principles of socialist society”
(UNESCO Regional Office for Education in Asia, 1971, p.5). During this period, Mongolia
achieved high literacy rates among the population, as in many other former communist
countries. In 1990, the adult (aged 15 and over) literacy rate was 96.5 percent, the gross
enrolment ratio (GER) for basic education (primary and lower secondary, 8 years) was 98.7
percent, the GER for upper secondary education was 40.1 percent and the GER for tertiary
education was 16 percent (Ministry of Science, Education and Culture, Mongolia, 2009).
These figures reflect the substantial financial investment in education made by the

Mongolian Government during the communist period.

1.2.3.2 Education in Mongolia during the transition period
The collapse of the Soviet Union and the Council for Mutual Economic Assistance

brought fundamental changes to Mongolia. The education sector was not an exception.
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Reforms were implemented aimed at improving the efficiency and effectiveness of
education through “rationalization and decentralization” (Weidman, 2002). Similar changes
were introduced in other transition countries (Bray and Borevskaya, 2001).

This period was a challenging one for the former communist countries. Silova
(2009) summarizes the changes and challenges faced by the former communist countries in

the Central Asia region as follows:

The political, economic and social hardships of the transition period have
made it practically impossible to provide basic education for all children, let
alone to undertake a fundamental reform of the national educational systems.
As a result, the capital infrastructure has rapidly deteriorated; pedagogical
materials, equipment, and textbooks have fallen into short supply, and many
qualified teachers and faculty have left the profession for more lucrative

employment in the private sector, or have simply emigrated. (p182)

Mongolian higher education went through a significant philosophical and
pedagogical paradigm shift during that time, including the privatization of higher education
institutions and the introduction of tuition fees (Bat-Erdene, Costa, and Yeager, 1996).
According to Bat-Erdene, Costa, and Yeager (1996), however, the Education Ministry did
not have enough capacity to implement the reforms to their full potential. In addition, the

reforms introduced during this period were mostly ad-hoc and donor-driven. These factors
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resulted in slow implementation and revision of the reform items, as mentioned in
Steiner-Khamsi and Stolpe (2004 and 2006) and Steiner-Khamsi (2005).

Financing education was also difficult during this period. In 1990, education
received the largest share of the government expenditure (18.5 percent, as calculated by the
Asian Development Bank, 2008) and the education sector employed more than 10 percent
of the workforce (Wu, 1994). This level of expenditure and labor was perceived as being
too high and was heavily criticized by international financial organizations (World Bank,
2002). Then, between 1990 and 1992 real expenditure on education declined by 56 percent.
According to Wu (1994), this was due to severe inflation.

It is reported that during the transition period, 50 percent of primary and secondary
schools had budget deficits and capital expenditure was frozen (Nanzaddorj, 2001). At the
same time, the International Monetary Fund (IMF) and development banks imposed several
cost-cutting and recovery measures, including freezing capital investment, retrenching
non-teaching staff, introducing partial cost recovery for kindergartens and boarding schools,
and charging fees at the post-secondary and higher education levels. During this period,

expenditure on books and learning materials was negligible.

During the initial stage of the transition, access to education declined rapidly. The

GER for primary education fell significantly and recovered only in the 2000s. Enrolment

among boys was affected more than among girls, due to the increased need for boys to

work, in rural areas, to support their families. This is illustrated in Figure 5.
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Figure 5: Gross Enrolment Ratios by Gender, Primary Education
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The primary school drop-out rate rose as high as 8.8 percent in 1992, from its
pre-1990 level of 4.4 percent (Ministry of Science, Education and Culture, Mongolia, 2009).
Wu (1994) concludes that those who bore the highest cost of structural adjustment were
rural children. In rural areas, enrolments in boarding schools, which were the only
accessible schools for rural children from nomadic families, halved to 35,000 (between
1989 and 1993) following the closing of dormitories in rural primary schools. In addition,
the government introduced dormitory fees in 1996 in order to reduce public expenditure.
This had a significant negative impact on enrolment since many poor families in rural areas
could not afford the fees (the policy was reversed in 2000). The quality of education also
deteriorated during this period, due to declining funding for education as well as teachers’

migration to cities (in search of better jobs).

® Data downloaded on 2 September, 2012.
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1.2.3.3 Education in post-transition Mongolia — recovery, but challenges remain

The years 1992 and 1993 seem to have been the lowest point in terms of access to
education in Mongolia. From 1993, enrolment started to increase and the drop-out rate
decreased. By 1997, the GER for primary education was back at the 1990 level (Ministry of
Education, Culture and Science, Mongolia, 2009). Enrolment in secondary education has
also increased. In 1999, GER for lower secondary education was 70 percent and GER for
upper secondary education was 42 percent. By 2009, GER for lower secondary education
became 96 percent and GER for upper secondary education increased to 87 percent
(UNESCO Institute of Statistics Data Center’). An effort to improve the quality of
education was also made.

The Mongolian Constitution guarantees that every citizen, regardless of its sex,
ethnicity, nationality, social and economic status, disability, and religion, has a right to free
basic education. Furthermore, the Mongolian education system emphasizes “continuity”
and life-long learning. In this context, it retained the tradition from the pre-transition era of

supporting literacy and equivalency programs.

The current education system in Mongolia consists of preschool education, primary
education, lower secondary education, upper secondary education, tertiary education,
technical and vocational education provided at upper secondary and tertiary levels, and
non-formal education, including adult literacy and lifeskills programs. Primary education
and lower secondary education comprise “basic education”, which is free and compulsory
for all children. Prior to the transition, Mongolia had a 4-4-2 system, enrolling 8-year-olds
in a four-year program of primary education, followed by a four-year lower secondary
education program and a two-year upper secondary education program. In the 2004/5

academic year, the education cycle was increased from 10 to 11 years (5-4-2) enrolling

” Data downloaded on 27 April 2012.
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7-year-olds in primary education, and then increased to 12 years in 2007/8 (6-4-2) enrolling
6-year-olds, bringing the Mongolian education system in line with the international
standard. There is a plan to further reform the education system to a 5-5-2 system in the
2012/13 academic year. Higher education consists of colleges, universities and institutes
offering diplomas of higher education (three years), bachelor’s degrees (four years) and
post graduate degrees (master’s degree — two years, doctoral degrees — three to four years).

Changes in the education system are presented in Figure 6.

Figure 6: Formal Education System in Mongolia with Recent Reforms
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The central education authority for Mongolia is the Ministry of Education, Science
and Culture (MECS), which is in charge of policy making, standard setting, teacher training,
curriculum development, state examination, and accreditation of the HEIs. In addition to
formal education, MECS also oversees non-formal education and technical and vocational

education and training (TVET). The Education Departments at the local government level
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(aimag — provincial level and soum — township level) are responsible for administering
education in their respective areas.

Financing education remained a priority of the Mongolian Government even
during the transition period. While other sectors faced severe budget cuts, the share of
education in the government budget increased in 1991 (although the share of the education
budget as a percentage of GDP declined until 1995). The current Education Law (1996)
stipulates that at least 20 percent of the government budget must be allocated to education.

This goal was achieved in 2004. In more recent years, however, the share has been around

15 percent.

Figure 7: Education budget (%) as share of GDP and of total budget, 1990-2011
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Despite the impressive recovery from the near collapse of the system in the early
1990s, several education issues persist. They include (1) an inverse gender gap at all levels
of education due to greater demand for male labor (boys work instead of attending school),
(2) insufficient consideration and access to education for vulnerable children (e.g., disabled
children, minority children, children from nomadic herder families), and (3) a lack of
capacity to accommodate young children (i.e., 6-year-olds).

1.2.4 Trends and challenges in the higher education sector in Mongolia
1.2.4.1 Higher education under Communism — educating industrial and ideological leaders

Prior to the transition, as in other former communist countries, higher education in
Mongolia was for the selected few. Higher education during the communist period was
driven by the demand for labor. The human resource needs identified by the national
development plans determined the number of students to be enrolled in each department of
the higher education institutions. In 1969/70, for example, the total enrolment was 8,733
and all students received state scholarships. The graduates were assigned to employment
positions by the ministries in charge of the universities. This system was called “vertical”
higher education.’

The main tasks of higher education in the Mongolian People’s Republic prior to
the 1990s period of transition were: “(1) to prepare highly qualified specialists brought up
on the basis of Marxist-Leninist teachings and capable of making the fullest use of
contemporary techniques; (2) to train scientific and pedagogical personnel; (3) to raise the

qualifications of specialists engaged in various branches of the national economy, cultural

° This will be discussed further in “Literature Review” section
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life, education and health; and (4) to disseminate scientific, cultural and political knowledge
among the broad masses of the people.” (UNESCO Regional Office for Education in Asia,

1971, p.18).

1.2.4.2 Higher education reforms since the transition — deregulation, privatization and
expansion

According to a review of changes in the financing of higher education in 28
countries in the Asia-Pacific region (Bray, 2000), these countries are all grappling with
difficult issues, including (1) the changing role of the State in higher education finance, (2)
a pressure for privatization, (3) the need to create high-level manpower, and (4) the
increased use of technology. Underlying these changes is “the advance of capitalist modes
of operation” (Bray, 2000, p.332). Mongolia seems to be a typical case.

Post-1990 reform aimed at removing Soviet dominance and making changes to
improve flexbility in the education system, largely taking American universities as the
model. English became the first foreign language and the existing highly specialized and
compartmentalized curricula and courses were revised (Hall and Thomas, 1999).

The funding of higher education was also reformed. During the first years of
transition, the government shifted its funding priorities to primary and secondary education
and the set up alternative funding sources for post-secondary education (Hall and Thomas,
2003). Student fees were introduced and private institutions were established to meet
growing demand for higher education. As a result, the number of HEIs increased from one

in 1990 (Hall and Thomas, 2003) to 172 in 2000 (Ministry of Education, Culture and
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Science, 2009). This rapid expansion caught the public eye and higher education soon
became a topic of debate. In response, regulations were tightened and institutions were
merged, bringing the total number of HEIs down to 154 in 2008.

Despite the reduction in the number of HEIs between 2000 and 2008, the number
of students continued to increase. The number of students doubled in only 10 years,
reaching 160,000 in 2008. The GER for tertiary education increased from 14.3 percent in
1990 to 47 percent in 2006. This is much higher than the average GER of developing
countries, which was 17 percent in 2006 (UNESCO, 2003 and 2009).

The majority of HEI students are female, reflecting Mongolia’s “reverse gender
disparity”. Even though the share of female students in higher education enrolment
declined from 65 percent in 1999 to 61 percent in 2007, it is still the highest among the
Central Asian countries and is higher than the average in developed countries (55 percent in
2007) (UNESCO, 2009).

The quality of higher education and the employability of graduates are currently
the major issues in higher education. Mongolian higher education has been widely
criticized for being of low-quality and producing graduates with degrees not relevant to the
labor market (Steiner-Khamsi and Stolpe, 2006). According to a survey conducted by the
UNESCO Beijing Office (2010), 13.3 percent of the 2008 graduates are officially
unemployed. At the same time, the survey found that many graduates feel that they had no
other choice than applying for jobs not corresponding with their specialization, although the
main reason they pursued higher education was to deepen their specialization and use it in

their career paths. In addition, the same survey found that 78 percent of the companies
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surveyed expressed dissatisfaction with the training provided in HEIs and with the need for
“retraining and readjustment” of their new employees (p.21).

As noted earlier, prior to 1991, all HEIs were public and entirely supported by the
state budget. This changed when a new diversified funding scheme was introduced. Public
HEIs still receive direct state funding, but only to cover utility costs (e.g., electricity, water,
and heating) and not other operational costs such as faculty salaries. For capital investment,
public HEIs can submit requests for funding to MECS, which consolidates such requests
from all HEIs and negotiates with the Ministry of Finance. The budget then needs to be
approved by the Parliament. This procedure makes it extremely difficult for HEIs to plan
any capital upgrading in the longer-term.

The rapid expansion of HEI enrolments outpaced the increase in the number of
faculty members. Figure 8 illustrates the trend in the student-faculty ratio between 1990 and
2009. As the figure shows, the student-faculty ratio has risen since 1992 and it had more
than doubled by 2009, at 22.8 (UNESCO Beijing Office, 2010), which is high compared to

other countries.
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Figure 8: Student-Faculty Ratio (1990-2009)
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This increase in the student-faculty ratio undoubtedly reflects the shift from higher
education being only for selected elites to higher education being for the general public. At
the same time, this may be one of the factors contributing to the perceived decline in the
quality of higher education.

According to the World Bank (2010a), the higher education sector in Mongolia
expanded with low cost and low quality. In 2007, Mongolia’s per student annual public
expenditure on higher education was a mere USD 339, only marginally higher than that of
primary education (USD 206). This is far lower than the average amount among members
of the Organisation for Economic Co-operation and Development (OECD), which is USD

11,512.
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1.3. Policy response to overeducation in Mongolia

The low quality of higher education and the oversupply of graduates in some areas

3

(e.g., medical sciences, economics, law, and business) as a result of the “uncontrolled
expansion” of higher education caught the public attention and the Mongolian Government
took several measures. The Higher Education Law, first adopted in 1995 and subsequently
revised in 1998, 2000, 2002, and 2006, emphasizes the importance of good quality higher
education that meets international standards and the learning needs of students. Through the
revisions, the role of the central government was clarified as a coordination and
standard-setting body. Authority was given to boards and committees at HEIs for actual
institutional management, with the aim of increasing efficiency and effectiveness. In 1998,
the Mongolian National Council for Education Accreditation (MNCEA), chaired by the
Minister of MECS, was founded as an independent accreditation body for higher education
institutions. Both institutions and programs are accredited. In 2009, a total of 88 HEIs were
accredited (UNESCO Beijing Office, 2010).

The Master Plan for Education 2003-2015, which was updated in 2010, set a
course for (1) rationalizing the existing higher education institutions through mergers, (2)
improving the accreditation system, and (3) increasing enrolments in engineering,
technology, natural sciences, education, and agriculture, while reducing enrolments in
humanities, law and medical sciences. At the same time, TVET is increasingly seen by

policy makers in Mongolia as an alternative to university education. With significant

support from external donors such as the United States (through the Millennium Challenge
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Account) and the Asian Development Bank (ADB), the government is increasing its
investment in TVET and encouraging students to attend TVET institutions by providing
scholarships. Private investment in TVET has also been encouraged, through the
establishment of private TVET institutions and public-private partnerships.

As education is one of the biggest public sectors in Mongolia in terms of both
budget and employment, the Minister of MECS has considerable political power. Some
policies are developed from the top down and are often politically motivated. One such
example is the “one laptop per child” policy, which was initiated by one of the ministers,
only to be completely reversed by the minister from the opposing party when they won the
election. Mongolia, like many developing countries, is also influenced very much by
international partners (i.e., donors, consultants, and academics) and tends to accept foreign
initiatives when they are financially supported, although some of them are adapted to the
“Mongolian way”. How education policies are imported and their impact on Mongolian
education is described and analyzed in detail in Steiner-Khamsi and Stolpe (2006). This
study will also examine political and economic factors, internal and external, that influence

the development of policy responses to overeducation.
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CHAPTERII: LITERATURE REVIEW

This section reviews the literature covering the phenomena affecting higher
education expansion in Mongolia and other countries, as well as the consequences of this
expansion. First, explanations for the education expansion will be reviewed and discussions
on rates of return to education, a key concept in explaining overeducation, will be
summarized. This will be followed by a review of higher education expansion as a means
of nation building in developing countries and countries in transition, as well as a review of
the rising concerns deriving from the rapid expansion of the sector. Since higher education
expansion in Mongolia has been affected by imported foreign policies, the key literature on

education transfer will also be reviewed in this chapter.

2.1. Explanations of the expansion of higher education

In order to understand the background of higher education expansion in Mongolia
and other developing countries, it is important to understand the role of education in
national development and the impetus behind education expansion. In this section, two of
the most influential theories, namely human capital theory and modernization theory, will

be reviewed.

2.1.1 Education and economic development
In recent decades, the world has witnessed a significant expansion of educational

coverage, mostly at the primary level but also at higher levels. One explanation of this
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expansion is provided by human capital theory, based on classic studies such as Schultz
(1971) and Mincer (1974). In human capital theory, individual income is expressed as a
function of individual characteristics (e.g., gender and socio-economic status), years of
education, and work experience. The core assumption of human capital theory is that
education increases knowledge and skills and therefore increases productivity. Thus,
additional years of education are assumed to significantly increase individual income.
Accordingly, education is not only a product to be consumed, but is an investment,
contributing to higher earnings, benefiting individuals, and contributing to national
economic development, benefiting society as a whole.

Numerous studies have been conducted to calculate coefficients for the additional
year of education — i.e. the rate of return to education. A series of studies by
Psacharolpolous (e.g., 1994, 2004), showing that investment in primary education and girls
education yields high returns, and significantly influence the aid strategies of many
international development partners, most notably the World Bank. Analyzing panel data
from the period between 1971 and 2000 for 118 developing countries, Baldacchi, Clements,
Gupta, and Cui (2008) found that spending on education has a positive and significant
direct impact on education capital (i.e., enrolment) and thus indirectly supports growth. An
analysis of education spending in 47 African countries by Oketch (2006) confirms the
above finding. The study found that investment in human capital (measured as a percentage
of GDP invested in education) is positively and significantly related to per capita growth. In
addition to the quantity of education (e.g., years of education), the quality of education is

also important for economic development. Jamison, Jamison and Hanushek (2007), using
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data measured at 10-year intervals between 1960 and 2000 for 62 countries, found that the
quality of education (measured by mathematics test scores) appears to be related to growth
in income per capita. Furthermore, studies indicate that education plays a crucial role not
only in economic development but also in the social and political development of a country
(“externalities”). Hannum and Buchmann (2005) found that educational expansion also
enhances individual well-being (i.e., health and economic welfare).

While it is now widely accepted that education increases individual income, the
causal effect of education on national growth is still debated. For instance, Pritchett (2001)
points out that many of the studies showing a positive correlation between education and
national economic growth have serious methodological problems, which have
overestimated the impact of education on growth. Using growth-accounting regressions of
cross-national data, Pritchett argues that there is no association between human capital
increase due to education and the rate of growth of output per worker. Pritchett presents
three possible explanations of such a micro-macro paradox: (1) the possible
counterproductive and/or adverse effect of the environment and context on workers’ output,
(2) the supply of educated workers surpassing a stagnant demand for such workers, and (3)
the low quality of education not producing human capital matching the years of education.
Overeducation may be understood as one of the phenomena of such a paradox. This paper

further investigates this issue.

2.1.2 Rationale for expanding higher education — building the basis of a “modern” society
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Another important theory that seeks to explain education expansion is
modernization theory. In modernization theory, development is understood as a process of
evolution from a traditional society to a “modern” society. Rostow (1960) presented one of
the classic examples of this theory. In his work, stages of economic development are
presented from a traditional economy to a mass consumption economy, with
industrialization, internationalization, and increases in investment as necessary
characteristics for economic “take-off.” According to this view, in order to achieve
development, a traditional society needs to acquire characteristics common to “modern”
societies such as economic freedom, democracy and governance, gender equality, and
above all, a healthy and educated population. Higher education is considered a critical
component.

Using statistics from the World Bank in 1998, a study by El-Khawas et. al. (1998)
found that higher income countries have higher tertiary enrolment ratios, hence economic
development is positively correlated with higher levels of education. This finding was
supported by Shofer and Meyer (2005) who analyzed the 10 decadal cross-national panel
data for the period between 1900 and 2000. The study found that industrialized countries
had a higher pace of higher education expansion since the 1960s than the rest of the world,
though developing countries are now rapidly approaching the European countries in terms
of higher education enrolment levels. The study also found that higher education expansion
is positively correlated with some of the key features of “modern” society, including (1)
democracy, (2) respect for human rights, (3) use of science and technology, (4) national

planning, and (5) participation of NGOs. In addition, globalization and the rise of the



29

knowledge-based economy combined with a neo-liberal economy in recent years have been
a driving force behind the expansion of higher education enrolment by governments of
developing countries and individuals (Altbach, 1999; Torres and Shugurensky, 2002; and
Tilak, 2009). As a result, the number of higher education students worldwide grew
two-hundredfold between 1900 and 2000 (Shofer and Meyer, 2005).

Modernization theory has been criticized for indicating a linear evolutionary
process for development, modeled exclusively on the path taken by Western society. One
theory that challenges modernization theory is dependency theory, which argues that
economic development in one country results in perpetual underdevelopment in other
countries by creating a state of dependency through international trade and the “free market”
(e.g., Frank, 1967). This view was further articulated by world system theorists such as
Wallerstein (e.g., 1976). Under the “world system,” there are “core” and “periphery” states
that are interdependent in providing necessities such as basic goods and raw materials.
“Core” states provide capital and “periphery” states provide labor. In such an
interdependency, “periphery” (i.e., developing) countries will not be able to “take-off” to
become “core” countries themselves.

Despite these criticisms, modernization theory continues to shape the policies and
strategies of national governments and international development partners, as reflected in
the Millennium Development Goals and “ranking” of countries by the UNDP in the Human
Development Index, both focusing on issues such as health, education, and gender.
Education transfer occurs, often supported by development partners, within a broader goal

of modernizing the country. Understandably, there is greater education transfer from
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“developed” countries to “developing” countries than vice versa. This issue will be further

investigated in this study.

2.2 Trends and challenges of higher education expansion in transition countries

2.2.1 Financing mass higher education

In recent decades, almost all countries of the world have dramatically increased
participation rates in higher education. “Mass higher education” was first achieved in the
United States in the 1960s, followed by European countries and Japan. More recently,
developing countries and former communist countries have become the major drivers of
global higher education expansion. India and China, which are now the second- and
third-largest academic systems respectively, after the United States (UNESCO, 2009b), are
examples of this trend. However, government revenues are not keeping up with the
increasing cost of higher education. Hence, financing expanded systems is a major
challenge for many governments, in both developed and developing countries, especially
for those countries with traditions of free access to higher education or substantial subsidies
for higher education, including many European countries and former communist countries.
Using a simulation model, Barr (2003) found that higher education cannot be funded only
through taxes without resulting in major financial deficit, negative implications for quality,
and reduction of coverage, even in a developed economy such as the United Kingdom. This

financial shortfall has resulted in austerity in higher education institutions (e.g., larger class
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sizes, freezes on capital investment, and increases of part-time lecturers) that is blamed for
the deterioration of the quality of higher education.

It is within this context that the traditional view of higher education as a “public
good” has been contested. Higher education is increasingly seen as a private good. As a
result, cost-recovery, higher tuition, university-industry partnerships, and the expansion of
private education dominate the current trend of financing higher education (UNESCO,
2009b). For instance, the World Bank (2010b) reported that in 2009 at least 26 countries in
Africa (which had been influenced in the past by the European tradition of free higher
education), charge either tuition fees or other types of fees such as examination fees,
registration fees, identity card fees, library fees, and management information system fees.
Despite these fees, private higher education has shown “spectacular” growth in Africa,
accounting for 22 percent of all higher education students in 2006, close to that of Europe
(26 percent).

Transition countries face the same challenges. In former communist countries,
higher education was previously for the selected few. Higher education was free and a
student stipend was provided. Most of the former communist countries suffered from
significant budget cuts after the collapse of the Soviet Union and its economic bloc,
resulting in a significant reduction in financial resources, which made maintaining the then
existing (small) higher education sector impossible without fundamental reforms. As
elsewhere, the introduction of fees and the expansion of private education were the major
pillars of such reform. Johnstone (2004a) says that the magnitude of the financial

devastation after the collapse of the Soviet system left countries such as Vietnam and
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Mongolia with no option other than to abandon “free” higher education altogether and
charge significant up-front tuition fees, while countries such as Russia and eastern
European countries faced political difficulties in introducing fees, so applied more
“acceptable” measures such as freezing or reducing student grants and introducing dual
track tuition, which provides free higher education to selected students and charges fees for
others.

In Central Asia, where Mongolia is situated, the introduction of tuition fees and the
expansion of private education at the higher education level both took place during the
transition. By 2004, private education was a considerable component of higher education in
five of the six newly-independent countries in Central Asia (Azerbaijan, Kazakhstan,
Kyrgyzstan, Tajikistan and Mongolia), with only Uzbekistan not permitting the

introduction of private education (Weidman, Chapman, Cohen and Lelei, 2004).

2.2.2 Shifting from “vertical” to “horizontal” higher education

The “manpower planning approach” was popular worldwide in the 1960s, when
many former colonies gained independence and trained human resources (“manpower”)
were in short supply. The human resources required for the economic development
forecasted in national plans were carefully identified and students were trained according to
those plans. In Western Europe, in response to rising unemployment, this approach slowly
made way to the “supply planning” approach, which focuses more on the social needs of

unemployed individuals rather than the economy as a whole (Fagerlind and Sjostedt, 1991).
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In communist countries, the manpower planning approach remained essential in
order to achieve core ideals of communism, including full employment, the elimination of
income disparities and the improvement of the quality of life for all. Higher education was
therefore a vital component of the national economic development plans. In these countries
during the communist period, the structure of higher education was “vertical” (Heyneman,
2004) in that the various ministries had their own universities and produced graduates
according to their development plans, as opposed to a “horizontal” system managed by the
Ministry of Education (or Department of Higher Education). The “vertical” system,
according to Heyneman (2004), did not allow universities and institutions to be responsive
to changes in the economy and the labor market. In the transition countries such flexibility
was considered to be crucial in order to recover from the shock experienced with the
collapse of communism, as well as to foster democracy, human rights, a more liberal
society and a market-oriented economy. In these countries it was therefore considered
critical for the higher education sector to be “modernized” (e.g., Weidman, 2002) and made
“horizontal”, so that higher education could be more flexible and responsive to the
changing needs of the market.

Countries in the former Soviet Bloc and other former communist countries
therefore undertook drastic reform of the higher education sector during their transition to a
market economy. The key features of this reform included: (1) decentralization, (2) the
diversification of financial resources, and (3) the development of the private sector (e.g.,

Heyneman, 2004; McMullen, 2004; Phuong, 2006; Zajda & Zajda, 2007; Zha, 2009; Ararat,
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2009; Weidman, 2002). Consequently, the number of higher education institutions and

students increased rapidly in these countries.

2.2.3 Privatization — new opportunities for corruption and business?

The series of higher education reforms seemed appropriate at the time in light of
the rapid liberalization of all markets, including the market for higher education. It has been
argued, however, that the reforms had negative impacts. Ararat (2009) points out that while
there was a reduced rate of embezzlement by the higher education bureaucracy during the
1980s and early 1990s in Russia due to declining public funds, privatization and expansion
of the sector, the decentralization process, which led to delegation of authority to lower
levels, opened up a new space for corruption, including the sale of academic degrees.
Similar cases were also seen in Central Asia, where countries lacked the legal systems
required to handle this issue, and the distinction between for-profit and not-for-profit was
not defined (Heyeman 2004). For instance, opening of new private universities and
institutions, at the same time that faculty salaries were in decline seems to have contributed
to worsening corruption in Kazakhstan. In this country it is not unusual for families to pay
faculty members to have their children admitted or to receive better grades (Caboni, 2004;
also mentioned by Wiedman, Chapman, Cohen & Lelei, 2004). Similar cases are thought to

have occurred in Mongolia, though none has been documented so far.

2.2.4 Equity concerns and access-quality trade-offs in higher education expansion
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The emergence of for-profit private institutions is regarded as a risk to quality
since private institutions are more likely to be driven by the need to meet immediate profit
targets instead of maintaining the traditional value of higher education as an independent
catalyst of knowledge and agent of change (Altbach, 1999; Tilak, 2009).

An analysis of HEIs in Kazakhstan by McLendon (2004) shows that private
universities tend to be for-profit proprietary schools, rather than academically independent
agents of change. Similarly, Li and Morgan (2008) found that private universities in China
are also profit-oriented, with entrepreneurs making investments and expecting short-term
economic returns. Without any incentive for companies or individuals to donate to higher
education institutions, the budgets for private universities in Kazakhstan rely heavily on
student tuition fees, with up to 100 percent of their budgets coming from these fees. This
makes these institutes extremely vulnerable to changes in enrolment levels (Caboni, 2004)
and universities and institutes are pushed to enroll as many students as possible to secure
funding, regardless of the quality of education provided. Barr (1993) warned that higher
education funding should not rely on any one particular source, in order to maintain
education quality, but due to limited options for alternative funding, heavy reliance on
student fees is prevalent in many private (and some public) universities.

In many developing countries, as most of the expansion in higher-education is
happening at the “low quality” end of the system (Altbach, 1999), private higher education
institutions tend to be lacking in prestige, as shown by Wilkinson and Yussof (2005) who
analyzed Malaysian HEIs. Their study found that private universities are the last option for

students who could not get into a public university. The available data also suggests that the



36

expansion of private universities has not been equitable, as students from lower-income
families are largely confined to lower-quality courses and/or institutions. According to Bai
(2006), the politically-driven rapid expansion of higher education in China has resulted in
overcrowded, stratified institutions and aggravated unemployment among graduates. Zha
(2009) warns that China is facing a resurgence of “elitism”, with a university system that
has private, lower-quality institutions at the bottom, enrolling mostly students from lower
socio-economic backgrounds.

A trade-off between access and quality seems to be common across many of the
former-communist countries that are experiencing rapid higher education expansion (e.g.,
Hossler, et al., 2007). The perceived declining quality of HEIs is a major concern faced in
many of these countries. For example, Panfilova and Ashin (2009) fiercely criticized the
“pseudoreforms” that were undertaken in the 1990s for greatly damaging the education and
science sectors in Russia. Panfilova and Ashin (2009) claim that “the drastic reduction in
appropriations for education and science, under the guise of reforms,” led to “a catastrophic
decline in the level of education” (p.85).

2.2.5 Will current trends continue?

The rapid shift from manpower planning to market-driven higher education has led
to quality and equity concerns, and seems to have resulted in dissatisfaction with the
current higher education systems in many former-communist countries. In Mongolia, for
example, the higher education system is considered to be in a state of chaos, as there is little

planning or government control.
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Nevertheless, the global trend in higher education seems to be acceleration of
privatization in order to achieve near-universal higher education which is believed to
contribute to sustained economic growth driven by the knowledge-based economy. With
continued financial instability, it is expected that governments will remain inclined to
expand higher education through privatization.

At the same time, discussions on the quality and equity of higher education and the
negative impact of expansion are likely to continue. Countries may tighten their regulations
for accreditation or abolish or merge low-quality institutions, as happened in China and
Mongolia. In any case, as long as there continues to be high demand for higher education
degrees among students and families, there will continue to be pressure to further expand

higher education.

2.3 Overeducation — consequences of education expansion

2.3.1 Definition of overeducation

Overeducation, also known as underemployment in some literature, generally
refers to the situation where individuals are employed in jobs that do not require their
current qualifications (Hung, 2008). This phenomenon typically occurs when the supply of
university graduates to the labor market has increased due to increased access to higher
education as well as an expansion of the youth population, resulting in an excess supply of

graduates for the available jobs that require higher education qualifications.
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The concept of overeducation can be traced back to the 1970s when Freeman
(1971, 1976) found decreasing returns to education in the United States, raising questions
regarding the excess production of graduates.

Citing Rumberger (1981), Tsang and Levin (1985) defined overeducation in the
following three dimensions: (1) as a decline in the economic position of educated
individuals relative to historically higher levels, explained by the increased share of higher
level education graduates in the labor market; (2) as under-fulfilled expectation of the
educated with respect to their occupational attainments resulting from a relatively stagnant
labor market expansion compared to the expansion of the higher education sector; or (3) as
the possession by workers of greater education skills than their jobs required, through
expanded access to knowledge and skills (e.g., increased use of information and
communication technology in education). Feldmen (1996) defines overeducation as a
mismatch in employment type (full-time vs part-time) and payment (lower payment
compared to a previous job or to others with a comparable educational background).

Essentially, overeducation is a mismatch between the level of education attained
and the employment available in the existing job market. In the next section, the incidence
of overeducation, as well as the conceptual understanding of causes of overeducation, will

be reviewed.

2.3.2 Methodological and definitional issues in overeducation

2.3.2.1 Measuring overeducation
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Two main methods are used for calculating the incidence of overeducation, the
“objective” approach and the “subjective” approach. The objective approach includes the
job analysis (JA) method, which is based on a systematic analysis of the levels and types of
education required for certain jobs. Another method in this category is the realized match
(RM) method, which is based on statistical analysis of the labor force. The RM approach
can be divided into the “average education” (AE) method and the “modal education” (ME)
method. Under these methods, workers who have higher educational qualifications than the
mean or mode of workers in similar jobs will be identified as “overeducated.” The
subjective approach is the workers’ self-report (SR) method, which is based on workers’
replies to questions regarding the levels and types of education required for their current

jobs. Rubb’s (2003, p.624) summary of these methods is presented in Table 1.

Table 1: Four methods for measuring the incidence of overeducation

“Subjective” approach

Self report (SR) Estimates the level of required education by asking workers
directly about the minimum education requirements necessary to
perform their job.

“Objective” approaches

Job analysis (JA) Estimates the level of required education for a specific job based
on an external (usually governmental) source (separate analysis
by experts needed)

Average education | Estimates the level of required education by computing the mean

(AE) of educational attainment within an occupational category.

Modal education | Estimates the level of required education by computing the

(MD) amount of education that most commonly occurs within an

occupational category.
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The SR method is a “subjective” approach because it utilizes information provided
by workers themselves through interviews and questionnaires. The types of questions asked
include, “What kind of education does a person need in order to perform your job?”
(Alba-Ramirez, 1993), “What was the minimum formal qualification required for (entering)
this job?” (Dolton and Vignoles, 2000), and “Was the degree ... a requirement in the job
specification for your main employment?” (Battu et al., 2000).

The JA method, one of the objective approaches for measuring overeducation,
utilizes an external and professional analysis of jobs, which provides a detailed list of the
required qualifications and skills for specific jobs. Such information is available in some
developed countries, such as in the Dictionary of Occupational Titles in the United States
(US) and in the Australia Standard Classification of Occupation. Studies utilizing this
approach include Viera (1997) from Portugal, and Kler (2005) from Australia.

The AE and MD methods, both in the category of the RM (realized match) method
under the objective approach, utilize statistically computed values for required education.
AE takes the mean of educational attainment within a specific occupational category while
MD utilizes the amount of education most commonly held by the workers of a specific
occupational category. Verdugo and Verdugo (1989) is one of the pioneers of using the AE
approach (defining overeducation as one standard deviation above the average years of
completion) and many studies followed, including Hung (2008); while MD was proposed
by researchers such as Kiker, Santos and Mendes de Oliveira (1997) and Mendes de

Oliveira, Santos and Kiker (2000).
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Each method has advantages and disadvantages and produces different figures.
Hartog (2000) perceives that the JA method is the most desirable method because it can
match required skills and the skills acquired through various levels of education and
therefore provides an objective reference point for overeducation and undereducation. The
external analysis data required for using the JA method is not always available, however,
especially in developing countries. Another potential problem with this method is that it
may not be sensitive to recent changes in the labor market since such analysis cannot be
undertaken often. In this regard, the SR method has the advantage as it captures local,
up-to-date information. It relies on individuals’ subjective opinions, however, so may not
be reliable.

Both the AE and MD methods generate the incidence of overeducation from a
large number of observations, which gives on-time and objective definitions of
overeducation. Both the AE and MD methods classify a worker as overeducated or
undereducated when he/she has years of schooling that deviate (positively or negatively)
from the standard for the given occupation. The AE method utilizes average years of
education among the occupation as the standard, and the MD method utilizes the
distribution mode as the standard. As Hartog (2000) has noted, however, the AE and MD
methods show distribution of degrees within a given occupation rather than actual skills
and degrees required for the particular occupation. Another weakness of the AE/MD
methods is that it is not possible to distinguish educational mismatch and skills mismatch,
unlike the SR method which can formulate questions that assess two kinds of mismatches.

Education and skills mismatches are related, but one does not necessarily imply the other.
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Many workers with “matching” jobs in terms of education still feel skills mismatches, and a
substantial proportion of “overeducated” graduates report higher-than-average level of
skills utilization and few skill shortages (Allen and De Weert, 2007). The advantage of the
AE/MD methods is their objectivity and timeliness. The SR approach relies on the workers’
subjective evaluation of overeducation while the AE and ME methods utilize data-based
criteria.

Studies have shown that findings from the JA and SR methods may be inflated
compared to findings of the AE/MD methods. From a meta-analysis of 25 studies
conducted utilizing different definitions of overeducation, Groot and van den Brink (2000)
found that using the average years of education within an occupation as a definition of
overeducation, the AE method lowers the incidence of overeducation by 12 percent
compared to the studies using the JA method. The SR method also tends to provide a higher
value of overeducation compared to the AE method. This tendency was confirmed in
studies such as Kler (2005) and Hung (2008) that compared the approaches using the same
dataset and showed that RM methods (AE/MD methods) produce a lower incidence of
overeducation.

From the above findings, it can be concluded that the AE and MD methods will
provide the most conservative values for overeducation among all methods, which would
be a good starting point for further research. In addition, because the AE and MD methods
do not rely on a subjective interpretation of overeducation (as with the SR method, which
requires a standard set of questionnaires that cannot vary between countries), these methods

allow an international comparison of findings. The AE and MD methods are also
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cost-effective alternatives to the SR and JA methods, which is an advantage in many
developing countries where detailed job analysis data or separate survey data that includes
questions related to overeducation are not available or would be expensive to obtain. The
AE and MD methods can utilize existing labor survey data, which expands the potential
geographic coverage of research beyond the set of countries that are currently heavily
studied. By using the AE or MD methods, therefore, the results of a study can be a basis for

further studies in other developing countries.

2.3.2.2 Assessing impact of overeducation on wages

There are two empirical specifications in the existing literature to assess the impact
of overeducation on wages, both deriving from human capital regression models such as the
one presented below.

In W;= oy + oL+ o exexs aexex2 +Zy+ &
In W; is the dependent variable that signifies the log value of wages for an individual, I; E
represents educational attainments; ex and ex’ signify returns to labor market experience
and its square; Z is a vector of other explanatory variables (e.g., gender, age, industry and
sector of employment, occupation); and ¢ is an error term.

The first specification is called the ORU specification (Over-Required and
Undereducation Model) (e.g., Hartog, 2000), or the “Duncan and Hoffman model — DH

model”. The model is written as:

In Wi=a0 + (alEri + a2 Eoi + a3 Eui) + aSex + aSex’ + Ziy + ¢i
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where
FEi=FEri + Eoi — Eui,
FEoi=Ei - Eri if Ei > Eri, or Eoi = 0, otherwise,

FEui= Eri— Eiif Ei < Eri, or Eui = 0, otherwise

In Wi denotes the log of wages of an individual, i; Eri indicates the years of education
required for an occupation of the individual; Eoi represents years of surplus education
(overeducation) while Eui represents years of deficit education (undereducation); years of
working experience and its square is described by ex and ex’.

Using this model enables users to decode the total rate of return to education to
two components attributed to required education and over/undereducation. This is
particularly useful when the research interest is in comparison of the people with the same
job but different education levels, identifying rates of return to a year of required education,
overeducation and undereducation. This model has produced consistent findings in
previous studies: the returns to required education (a/) and the returns to overeducation
(a2) are both positive but a/ exceeds a2. This implies that overeducated workers earn more
than their colleagues with the required education, but earn less than workers with the same
education and matching jobs.

Another empirical specification is called the “dummy model” or the

“Verdugo-Verdugo model — VV model”:

In Wi=a0+alEi + a20Vi+ a3UNi + adex + adex’ + Xiy +¢&i
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In Wi denotes the log of wages of individual, i; Ei is the years of education actually
attained; OVi (overeducated) and UNi (undereducated) are dummy variables that will be 1
if the individual 7 is classified as overeducated or undereducated; years of working
experience and its square are described by ex and ex’; Xi is a vector of other explanatory
variables and &i is an error term.

Coefficients to OVi and UNi should not be considered as rates of return to
overeducation or undereducation. Unlike the Duncan-Hoffman model, this model will
compare overeducated and undereducated workers with workers with the same level of
education, but with adequately matching jobs. This model measures either a premium or a
penalty for being overeducated or undereducated. For instance, this model tends to produce
a negative coefficient to overeducation (a.2). This negative coefficient can be interpreted as
a penalty for not utilizing one’s education most efficiently. On the other hand, the
coefficient of the dummy variable for undereducation tends to be positive, suggesting that
undereducated workers have skills and knowledge that are not measured by education or
experiences (e.g., intellectual ability) which allowed them to work in a job for which they
are not academically qualified. This model will be useful when the research interest is in
comparing people with matching and non-matching jobs who have the same level of

education.

2.3.3 Incidence of overeducation
A number of studies, mainly from Europe and North America, have sought to

estimate the percentage of the labor force that is overeducated (the incidence of
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overeducation). Frenette (2004), for example, found that 30 percent of Canadian graduates
were overqualified for their jobs. Similarly, Karakaya, Plasmam and Rycx (2007) found
that between 22 and 24 percent of the workforce is overeducated in Belgium. Bauer (2002)
found that as high as 30 percent of men in Germany were overeducated.

According to a meta-analysis conducted by Groot and Maassen van den Brink
(2000), using 25 studies conducted between 1981 and 2000, the incidence of overeducation
ranges from 10 percent (women) to 40 percent (combined samples). The average incidence
of overeducation for these 25 studies was 23.3 percent, and declined slightly over the years
(28.7 percent in the 1970s, compared to 21 percent in the 1990s). The meta-analysis also
found that the United States (26.3 percent) had a higher incidence of overeducation than

Europe (21.5 percent).
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Table 2 summarizes some findings from selected recent studies on the incidence of
overeducation and undereducation. It is clear that no matter which method is utilized to
define overeducation, quite a significant proportion of the labor force is overeducated. In
spite of the variation in figures, it can be said that overeducation exists in Europe and North
America and has been a persistent problem in recent decades. Studies from developing or
newly industrialized countries and developing countries are scarce, but show similar
findings. For instance, Quinn and Rub (2006) found that the overall incidence of
overeducation in Mexico is 17.2 percent, using the mean definition of required education
for men, but this figure increases to 39.9 percent when modal value is used as required
education. In Taiwan, the incidence of overeducation is as high as 45.8 percent using the
SR approach, although this number drops sharply to 17.31 percent when the AD approach
is used (Hung 2008). In Hong Kong, approximately 38 percent of men and 32 percent of
women were overeducated in 1986, and those numbers remained almost unchanged in 1991
(37 percent for men and 31 percent for women) (Cohn and Ng, 2000).

Studies that use the model value for required education (MD) tend to produce
higher figures than the AD method, but similar results to those produced by the SR method.
The JA method seems to produce figures that are in between the figures produced by the
SR method and AD method. There is no clear difference in the figures between developed
countries (i.e., North America and Europe) and other countries and regions (Hong Kong,
Taiwan, and Mexico), although studies outside Europe and North America are rather scarce

and it is therefore difficult to make a comparison.
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Table 2: Results of selected recent studies (incidence of overeducation)

Frenette, | Hung, Karakaya, | McGuinn | Quinn & Robst, Van der Bauer,2002 Cohn & Ng,
2004 2008 et. al., es & Rubb, 2006 1995 Meer, 2006 2000
2007 Bennett,
2007
Country Canada Taiwan, | Belgium | UK Mexico USA Netherland Germany Hong Kong,
China China
Data year 1982, 1997, 1995 1999 1987-1999 1976, 1994, 1996, 1984-1998 1986, 1991
1986, 2002 1978, 1998
1990 1985
Sample 28,103 1,606 80,464 927 4,945 560 2,248 (1994) | 4,344 269,343 (1986)
(individu | 2,431 (1996) | (individuals) 300,666 (1991)
als) 2,473 (1998) | 26,902
1,372 (observations)
(observat
ions)
Method SR SR & JA &MD | SR AE & MD SR JA AE & MD MD
AE
Incidence of 30.4- SR: JA: 32.3% 17.2% (AE) 44.68% | 20.9% (1994) | AE: 1986:
Overeducation | 36.4% 45.83% | 24.1% (first 39.9% (MD) 24.3% (1996) | 12.3% (male) 38% (male)
AE: MD: employm | 13.5% (OLS) 28.3% (1998) | 10.7% (female) 22% (female)
17.31% | 21.9% ent) MD: 1991:
30.8% (male) 37% (male)
29.9% (female) 31% (female)
Incidence of Below SR: JA: N/A 19.4% (AE) 11.3% 25.7% (1994) | AE: 1986:
undereducation | 5% 11.89% | 25.8% 30.9% (MD) 25.4% (1996) | 10.4% (male) 28% (male)
AE: MD: 13.8% (OLS) 14.3% (1998) | 15.6% (female) 24% (female)
14.13% | 32.4% MD: 1991:
20.6% (male) 28% (male)
37% (female) 25% (female)
Note Only Among Men only Panel data Panel data analysis
post- the UK analysis
secondary graduate
graduates labor
included market

The incidence of overeducation varies not only across countries but also within
countries and between HEIs. McGuinness and Bennett (2007) concluded from data from
Northern Ireland that the incidence of overeducation is heavily concentrated amongst the
lower segments of the wage distribution, although it is not exclusive to them. A study by
Frenette (2004) found that the incidence of overeducation varies among academic programs,
among degrees obtained, and among industries of employment. Battu, Belfiled and Sloane
(2000) report similar findings. Robst (1999) found that individuals attending higher quality

HEIs are less likely to be overeducated.
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2.3.4 The impact of overeducation

Studies suggest that overeducation exists in many countries, both in developed
countries in Europe and North America, and also in developing countries, although little is
known about overeducation in developing countries. But what are the consequences of
overeducation?

The impact of overeducation has been studied in many areas. Labor and education
economics focuses on economic returns (income) to surplus education compared to returns
to required education. Hartog (2000) reviewed studies from five countries (Netherlands,
United Kingdom, United States, Spain, and Portugal) and concluded that the returns to
overeducation are positive, but smaller than the returns to required education. Furthermore,
Hartog estimated that the returns to overeducation are approximately half to two-thirds of
the returns to required education. According to Groot and Maassen van Brink (2000), the
rate of return to required education is 7.8 while the rate of return to overeducation is 3.0.
Rubb (2003) conducted a similar meta-analysis, but analyzed the studies using the DH
model for wage estimation. Rubb criticized Groot and Maassen for combining studies using
the DH model and the VV model since it potentially biases the average returns to surplus
education downward and the average returns to deficit education upward. Examining 23
studies from eight countries, Rubb found that the average return to overeducation is 5.2
while the average return to required education is 9.6. Table 3 summarizes results of the

selected recent studies.
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Table 3: Results of selected recent studies (rates of return to required education,
overeducation, and undereducation)

Frenette, 2004 Hung, 2008 Korpi & Tahlin, 2009 Quinn & Rubb, 2006 Van der Meer, 2006
Country Canada Taiwan, China Sweden Mexico Netherland
Data year 1982, 1986, 1990 1997, 2002 1974, 1981, 1991, 2000 1987-1999 1994, 1996, 1998
Sample 1,606 2,828 (1974) 4,945 2,248 (1994)
3,135 (1981) 2,431 (1996)
3,207 (1991) 2,473 (1998)
2,877 (2000)
Method of defining | SR SR & MD SR AD, MD, and OLS AD & MD
overeducation
Methods of \'A% DH DH DH
estimating earning
functions
Required or N/A WA: 0.0859 (21.69) 0.068 (0.001) 0.085 (mean) 0.071 (34.4) (1994)
adequate education RM: 0.1107 (19.50) 0.076 (mode) 0.068 (29.9) (1996)
(by year) 0.049 (OLS) 0.075 (29.4) (1998)
Overeducation College: -0.111 WA: 0.0627 (11.25) 0.027 (0.002) 0.043 (mean) 0.041 (34.4) (1994)
Bachelors: -0.194 RM: 0.0646 (7.01) 0.048 (mode) 0.035 (8.60) (1996)
Masters: -0.034 (by year) 0.049 (OLS) 0.047 (12.0) (1998)
Doctorate: 0.057
(2 years after
graduation)
Undereducation WA: -0.0688 (-6.08) -0.026 (0.003) -0.03 (mean) -0.028 (8.64) (1994)
RM: -0.0583 (-0.76) -0.036 (mode) -0.029 (8.80) (1996)
-0.039 (OLS) -0.036 (7.30) (1998)
Note

*VV: Verdugo & Verdugo model (VV)
*DH: Duncan & Hoffman model (DH)




0.01 (male, mean)
-0.009 (female, mean)
0.005 (male, mode)
-0.027 (female, mode)
DH:

-0.013 (male, mean)
-0.019 (female, mean)
-0.092 (male, mode)
-0.088 (female, mode)

0.03 (male, 1986)
0.08 (female, 1986)
0.11 (male, 1991)
0.05 (female, 1991)
DH:

-0.13 (male, 1986)
-0.10 (female, 1986)
-0.12 (male, 1991)
-0.14 (female, 1991)

Bauer,2002 Cohn & Ng, 2000 De Oliveira et al., 2000 Wu, 2008
Country Germany Hong Kong, China Portugal China
Data year 1984-1998 1986, 1991 1991 1995
Sample 4,344 (individuals) 269,343 (1986) 23,306 Not specified

26,902 (observations) 300,666 (1991)
Method of defining | AD & MD MD MD Not specified
overeducation
Methods of \A% \'A% DH DH
estimating earning DH DH
functions
Required or VV:N/A VV:N/A 0.1015 (12.31) 0.058
adequate education | DH: DH:

0.012 (male, mean) 0.14 (male, 1986)

-0.005 (female, mean) 0.14 (female, 1986)

0.085 (female, mode) 0.17 (male, 1991)

0.19 (female, 1991)

Overeducation VV: VV: 0.043 (21.01) 0.012

-0.028 (male, mean) -0.10 (male, 1986)

0.006 (female, mean) -0.08 (female, 1986)

-0.01 (male, mode) -0.17 (male, 1991)

-0.009 (female, mode) -0.29 (female, 1991)

DH: DH:

-0.01 (male, mean) 0.11 (male, 1986)

-0.019 (female, mean) 0.1 (female, 1986)

-0.086 (male, mode) 0.11 (male, 1991)

0.084 (female, mode) 0.08 (female, 1991)
Undereducation VV: VV: -0.0131 (-1.03) -0.029

Note

Unobserved individual
differences controlled, only
results from fixed effects

model presented

Controlled for industries of
employment, gender and
geographical region
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impact of overeducation goes beyond individual earnings, however. Using

several labor-market models, Tsang and Levin (1985) show that being overeducated is

related to lower job satisfaction, which directly and negatively affects production. Similarly,

Tsang (1987) found that a one-year increase in overeducation was related to an 8.35 percent

drop in firm outputs for 22 Bell companies in the United States in 1981 and 1982.

Although not directly analyzed in relation to firm outputs, various studies have

been conducted on the impact of overeducation on individual behavior, from organizational

psychology and management perspectives. Studies such as those by Tsang, Rumberger, and

Levin (1991) applied a model to describe individual productivity as a function of individual

characteristics (e.g., ethnicity, age, sex, and selected psychological characteristics) and job
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characteristics (i.e., required level of education) and individuals’ surplus (or deficit)
education compared to the required level of education. Using cross-section data of 1,500
American workers from the 1960s and 1970s, the study found that workers with more
surplus schooling were less satisfied with their jobs and indicated a higher level of intention
to change jobs, especially among the men. Although this study did not directly measure the
impact of surplus education on productivity, it is reasonable to assume these differences
negatively affected individual productivity. More recent studies such as Verhaest and Omey
(2006) also found that overeducated workers are less satisfied with their jobs, tend to
change jobs more frequently, are less motivated to participate in training, and earn less than
adequately educated workers. In addition, Agut, Peiro and Grau (2009) found, among
young Spanish workers, that there are negative relationships between being overeducated
and extra-role behaviors (i.e., job content innovation and career-enhancing strategies)
although the negative effect seems to be buffered by other factors such as personal initiative
and intrinsic work values. Similar findings are reported in other studies, mainly from
developed economies in Europe and North America, including Frenette (2004), and
Maynard, Joseph and Maynard (2006).

One exception is a study by Buchel (2002) which found that overeducated workers
in Germany are no less satisfied with their jobs, and found that they are healthier, more
strongly career-minded, more likely to participate in training, more productive, and tend to
have longer tenure than their “correctly allocated” peers, although his study only covers

those who work in low-skilled jobs.



53

From the above review, it can be said that most studies have found that
overeducation tends to have a negative impact on individuals’ attitude towards their job,
and results in lower individual earnings, as well as lower productivity, although the impact

may be affected by individual characteristics and job types.

2.3.5 Trends in overeducation

Some studies have examined whether overeducation is a long-term phenomenon.
Dolton and Vignoles (2000) found that in the United Kingdom (UK), the incidence of
overeducation decreased between 1980 (36 percent for men and 41 percent for women) and
1986 (29 percent for men to 31 percent for women), showing a slight improvement of
job-qualification match over time. Daly et al (2000) analyzed data from the United States
and Germany and found that work experience is significantly and negatively related to the
incidence of overeducation, indicating that overeducation can be “corrected” over time
during a career. According to Frenette (2004), however, in Canada the incidence of
overeducation over time (3 year interval) has remained steady. Battu, Belfield and Sloane
(2000) found that in the UK the proportion of job-degree match actually declined over the
period of 11 years.

The incidence of overeducation declined from 28.7 percent in the 1970s to 21
percent in the 1990s according to Groot and Maassen van den Brink (2000), who analyzed
50 estimates on the incidence of overeducation from 25 studies. Hartog (2000) concluded,
however, that for three countries in Europe included in his review (Netherlands, Spain and

Portugal) the incidence of overeducation actually increased over time (when using only SR



54

and JA approaches). Van der Meer (2006) reports that the incidence of overeducation
increased among the Dutch workers between 1994 (27.8 percent or 20.9 percent depending
on the method used) and 1998 (33 percent or 24.3 percent).

It is clear that there is a persistent presence of overeducation in many countries that
negatively affects productivity of workers as well as rates of return to investing in higher
education. But the issue of the persistence of overeducation requires further research. In the

next section, theoretical explanations of overeducation will be reviewed.

2.3.6 Theoretical explanations of overeducation

There is substantial evidence to show that education is positively and significantly
related to better employment opportunities and higher earnings. The reasons for this are still
debated, however. Similarly, how much education is needed to have optimal effect on
employment is not clear.

The causes of overeducation have been analyzed from many perspectives,
including human capital theory deriving from the neo-classical economics perspective,
which primarily concerns rates of returns to education. According to this theory, by
investing in one’s own human capital through education and training, an individual can
increase his or her future earnings.

A classic study by Mincer (1974) presents individual earnings as a function of
years of schooling and years of experience at work. The coefficient to the years of
schooling in this function is known as the rate of return to education, which is the central

concept of human capital theory. As discussed in the above section, rates of return to
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surplus education tend to be positive but are smaller than rates of return to required
education. From the human capital theory perspective, overeducation can be understood as
a deliverable choice because starting one’s career from a low-level is a good investment
opportunity (Hartog, 2000). Findings from studies, such as Dolton and Vignoles (2000)
indicate that overeducated workers will eventually “move up” to the job that they are
appropriately qualified for.

Findings from studies such as Robst (1999), Frenette (2004) and McGuinness and
Bennett (2007) suggest that (1) workers with lower ability, (2) workers who studied
subjects that are not directly related to business or science, and (3) workers who attended
lower quality HEIs tend to be more overeducated. This fits with the human capital theory
explanation of overeducation. From this perspective, students with lower abilities and/or
enrolled in low quality HEIs require more years of education to acquire the skills necessary
for jobs, and this appears as a higher incidence of overeducation.

There is a problem, however, with explaining overeducation purely through the
human capital theory. According to the neoclassical view of economics and human capital
theory, overeducation is a short-term problem in the labor market, when there is a
temporary mismatch between the supply of and demand for educated workers, and the
market corrects itself (i.e., individuals realize negligible or negative return to investing in
higher education, hence fewer students want to go to universities). Considering the
persistence of overeducation in many countries, it seems that other factors may be affecting

the incidence of overeducation (Tsang & Levin, 1985).
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In the labor market, major challenges occur due to imperfect information. The
buyer (employer) does not know capacity and potential of the seller (candidates). Given the
situation of imperfect information, employers and candidates need to seek additional
information in order to make the most economically sensible decisions. Employers will
screen their candidates, while candidates are inclined to “signal” their capacity. The level of
education is one of the most important characteristics to increase employment opportunities,
as stated in Thurow (1975). A higher level of educational attainment can signal positive
characteristics unobserved from interviews and CVs such as good health, diligence, and
punctuality. The implication of this model for overeducation is that potential workers may
be involuntarily continuing their education in order to remain competitive in the job market.
From this perspective, taking a job that does not require the attained educational
qualification is not an investment choice, as understood in the human capital theory. Rather,
it is an outcome of a failed attempt to enter the job market at the desired level.

Overeducation may be caused or exacerbated also by socio-political factors.
Lindley (2009) found that, in the UK, immigrants and non-White natives are more likely to
be overeducated. For men, the incidence of overeducation among White UK natives is
22.47 percent while it is 45.9 percent among African immigrants. For women, native UK
citizens of Indian, Pakistani, or Bangladeshi descent tend to be more overeducated. This
indicates that, though there is a risk of overgeneralization, non-White UK workers are
required to have more education in order to signal their competencies vis-a-vis their White

counterparts, resulting in higher incidence of overeducation for the former group. Tsang,
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Rumberger and Levin (1991) also found that in the 1960s and 1970s non-White populations
in the US also had significantly higher incidence of overeducation.

Muysken and ter Weel (2000) found, from analyzing data from the Netherlands,
that job competition encourages potential workers to increase their level of education. This
fits with the phenomena observed in the Netherlands and in other European countries — a
rise of the education level of graduates without a rise of real wages. It was also pointed out
that competition will occur between skilled (qualified) workers and unskilled (less
qualified) workers for unskilled jobs, pushing unskilled workers out of such jobs.
Overeducation therefore trickles down to lower skilled job segments.

Although written almost three decades ago, Carnoy and Levin (1985) continue to
provide a useful insight as to causes of overeducation, especially in democratic states.
According to them, education serves two contradicting values: the “reproductive” dynamic
and the “democratic” dynamic (p.144). The reproductive dynamic focuses on preparing
students for capitalistic production. It focuses on hierarchy and efficiency, and often
encourages segregation by gender, race, and class. Democratic dynamic, on the other hand,
aims to prepare students for democratic participation in the society. It emphasizes, among
others, social equality and social mobility. Democratic dynamic (and individual desire for
social equality and mobility) drives the expansion of education beyond the absorption
capacity of the labor market for educated workers, resulting in overeducation.

The works reviewed above suggest that education expansion can be driven by the
labor market when the economy is growing. However, with stagnant economic growth or a

shrinking economy, graduates can no longer expect the levels of employment that used to
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be related to a higher level of education (e.g., a managerial job). In such conditions, people
continue to pursue further education as they see education’s function as a tool for social
mobility. As more people are educated for scarce job opportunities, people will be forced to
pursue more education to compete against their peers and signal their capacity for the job,
creating a cycle of overeducation. In this context, overeducation is not only about skills
mismatch and imperfect information, or failed investment. Rather, overeducation is a
natural phenomenon in democratic societies. This is particularly relevant to Mongolia and
other former communist countries, where higher education was considered a symbol of
democratization and where they experienced rapid expansion in order to fulfill people’s

demand for social equality and social mobility.

2.4 Dynamics of developing policy responses: in the framework of education policy

transfer

In addition to the incidence and impact of overeducation, this study aims to
analyze the dynamics of policy making in response to overeducation in Mongolia. This
section reviews some selected literature, focusing particularly on education policy transfer.

Education policy change is a complex process. Different interests from different
interest groups, sometimes from outside the education sector (e.g., national priorities)
influence the process and outcomes of the policy change. Policies are also often “borrowed”
or “imported” from other countries. Education transfer — how and why education policies of

one particular country are exported and imported beyond borders — has attracted many
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comparative educationalists’ attention. The investigation in education transfer has been
driven by key questions revolving around causes, process, and key actors of such transfer
(e.g., Steiner-Khamsi, 2000).

Policy transfer is not a new phenomenon, but the incidence of policy transfer has
increased in recent years due to technological advancements that have made
communication among policy makers easier and faster (Dolowitz and Marsh, 2000). Asa
result, due to increased education transfer - mostly unidirectional from high-income
countries to low-income countries - education systems around the world seem to be
converging into an “international norm.” For instance, Marginson (2000) points out that
after decades of the quantitative expansion of education, driven by international politics of
“equality of opportunity,” pressure from globalization is bringing education back to center
of the national programs designed to maximize economic competitiveness. Building a
“knowledge-based economy” or “knowledge-based society” through good quality
education seems to have become a mantra for every country, either developed or
developing, and international development partners (both financial and technical) are
actively pursuing education transfer in this area. Similar policies were introduced under the
flag of “improving the quality of education,” including learner-centered curricula and
pedagogy, increased governance and accountability through decentralization and
school-based management, and better linkages between education and the world of work.
These policy packages are called “traveling reforms” (e.g., Steiner-Khamsi and Stolpe,
2006, p.1), transferred from one country to another often through international development

partners. System Assessment and Benchmarking for Education Results, or SABER
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reported in Patrinos (2012), a recent endeavor by the World Bank which was pilot tested in
partnership with UNESCO in the Asia-Pacific Region, aims at developing an “international
benchmarking” tool to assess education policies that affect the quality of learning. This is
clearly a showcase of the traveling reform that now is becoming an international norm.

It is probably naive to say the policies are borrowed, transferred and/or imported
just because they are better, however. Halpin and Tronya (1995) argue that policy
borrowing “rarely has much to do with the success, however defined, of the institutional
realisation of particular policies in their countries of origin” (p.304). Often, such transfers
are motivated by factors that go beyond the intended outcomes of the policies themselves,
such as political, historical and socio-cultural settings, and education transfer is “more
likely when there is some synchrony between the characteristics of the different education
systems involved and the dominant political ideologies promoting reform within them”
(p.304). Phillips and Ochs (2003) divide such transfer processes into four main stages:
cross-national attraction, decision, implementation, and internalization/indigenization. In
this model, “cross-national attraction” starts with internal dissatisfaction caused by various
reasons (e.g., low student outcomes) which drives the government to learn from other
countries. This will then be followed by a “decision”, where the government decides to
borrow/import specific policies either fully or partially. The third stage is “implementation”
of the policies, where the government may face resistance from stakeholders, then
“internalization/indigenization” will come when the policies are adapted to the national
context. The internalized policies will be evaluated, and if the outcome is not satisfactory,

the process goes back to the first step, looking for another country of reference. As the
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focus of education transfer is changing from transfers between economically and
socio-politically similar countries to transfers from developed countries to developing
countries, Johnson (2006) adapted this model to developing countries (low and
middle-income countries) by adding the aspect of involuntary borrowing/transfer, either
forced (“telling”, such as in colonialism) or negotiated under constraint (“‘compelling”, such
as in neo-colonialism).

Although there is a large body of studies on education transfer, many of these
analyses are based only on the socio-political and cultural aspects of education transfer. For
instance, Dale (1999) set seven dimensions of education transfer: nature of the relationship,
explicitness of the process, scope, locus of viability, process, parties involved, sources of
initiation, dimension of power, and nature of effect on education. In addition,
Steiner-Khamsi and Stolpe (2006) pointed out the critical role of the economic factor (i.e.,
availability of funds, through loans and grants from international donors) in education
transfer (or education borrowing), using the example of the reforms to introduce outcome
based education (OBE) in Mongolia and Kyrgyzstan. Inevitably, according to
Steiner-Khamsi and Stolpe (2006), such reforms are heavily influenced by the donors or
sometimes developed entirely by external “experts” hired by these donors as consultants,
often with little attention given to the national context. At the same time, financial
guarantees encourage national governments to actively borrow reforms and selectively
implement imported policies.

The politics and economics of education transfer seem to have particular relevance

in explaining higher education expansion in Mongolia during the transition period, when
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higher education expansion through deregulation and privatization, often designed and
funded by international development partners, was considered a symbol of democratization
and devolution of authority to market forces. The concept of education transfer is further

discussed in section 3.2.2 of this study on methodology of the analysis.

2.5 Areas for further research

Chapter II has so far reviewed the key literature on the incidence and impact of
overeducation, as well as the dynamics of policy making in the globalized world. Although
there is a substantial body of research, knowledge gaps exists in several areas, including
those listed below.

(1) Overeducation in developing countries: As discussed in this chapter, most of
the existing literature on overeducation is from North America and Europe, where relevant
data is available. Very little is known about the situation regarding overeducation in other
areas of the world, and virtually no comparable information is available, except a few
studies from China, about overeducation in developing and former communist countries,
even though the expansion of higher education is a global phenomenon and such expansion
is currently happening mainly in developing countries. Due to this lack of information,
overeducation is only anecdotally recognized in these countries. The lack of reliable
household data, the non-inclusion of questions related to overeducation in surveys, and the

lack of job analysis are among the challenges in conducting studies on overeducation in
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developing countries. This area needs further investigation for better policy making in

higher education.

(2) Understanding the dynamics of policy response to overeducation: As the
issue of overeducation is widely recognized, several policy responses have been developed
and implemented. As discussed earlier in this chapter, the policy making process is
complicated and it is likely that various factors influence each step of policy making. In
developing countries we cannot ignore the critical role of the “economics of policy
borrowing” facilitated by the presence of international development partners. Has the
response to overeducation become one of the “traveling reforms” described by
Steiner-Khamsi and Stolpe (2006)? Further analysis of this is necessary in order to better

analyze the dynamics of policy response development.

(3) Controlling for unobserved heterogeneity: Although figures differ
depending on the methods and data used, previous studies of overeducation have generally
produced consistent results. Overeducated workers earn less than workers with the same
level of education in matched jobs. The rate of return to years of overeducation is positive,
but smaller than that to years of adequate education. Most studies use cross-section data,
however, and the findings can be biased if the incidence and impact of over/undereducation
are correlated to unobserved differences among the individuals (e.g., innate ability,
motivation, etc). In recent years, efforts to control for unobserved heterogeneity among the

individuals have been made using panel data. For instance, Bauer (2002) found that when
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unobserved heterogeneity was accounted for using the fixed-effect method, differences
between adequately and inadequately educated workers become smaller or disappeared.
Such findings call for further research applying panel-data analysis.

This study aims to shed light on the first and second gaps, hoping to make a
contribution to understanding overeducation in developing countries, where the issue is

attracting more and more political attention.
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CHAPTER III: METHODOLOGY

The present research addresses the previously discussed knowledge gaps in the
following three ways: first, it is one of the first studies to examine the issue of
overeducation in Mongolia by employing a systemic, statistical analysis of large-scale
household data (which allows for comparisons with other studies conducted on this issue);
second, the study adopts mixed-methods approach that combines both qualitative and
quantitative analyses. This approach enables a comprehensive understanding of
overeducation as an issue and the response to this challenge in Mongolia; and third, the
study places a special emphasis on how the issue of overeducation is perceived among the
key stakeholders in Mongolia and how various factors affect policy decisions.

The ultimate goal of this study is to review and analyze the issue of overeducation
in Mongolia. This study aims to contribute to the theoretical discussion of overeducation,
especially in developing countries, as well as to enable a better understanding of policy

dynamics in relation to overeducation.

3.1 Research Questions

Based on the findings of previous studies, reviewed in Chapter 2, this study will
examine two overarching research questions, which can be divided into five sub-questions,

as shown below.
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Question 1: What is the incidence and impact of overeducation on individual earnings in
Mongolia?
(1) What is the incidence of overeducation in Mongolia, and how has the trend changed
over time (2002/3 to 2007/8), by individual and job characteristics?

(2) What is the impact of overeducation on individual earnings in Mongolia?

Question 2: What are the policy responses to overeducation?

(3) How do the key stakeholders (e.g., government officials, university presidents,
employers, academics, and officials from donor agencies) perceive the issue of
overeducation (reasons for overeducation and impact of overeducation)?

(4) What kinds of policies have been formulated by the government and donor agencies
to address the issue of overeducation? Are they evidence-based? What influenced
the development of such policies?

(5) What are the perceptions of the key stakeholders on the effectiveness of policies

addressing overeducation?

In order to answer these questions, this study employs a combination of quantitative and
qualitative analysis (a mixed-methods approach). In this study, a quantitative approach is
more appropriate for the first category of questions, which are focused on quantifiable
outcomes (e.g., changes in enrolment rates in higher education and rate of return to
overeducation). A qualitative approach is appropriate for the second category of questions,

which analyze the processes of recognizing the issues related to overeducation and
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formulating policy responses among the key stakeholders in Mongolia. These two methods
of analysis complement each other and hence strengthen the findings of the study. Methods
of combining qualitative and quantitative analysis and the rationale are further discussed in
section 3.3.3.

3.2 Theoretical Framework

This study aims at understanding the gaps between needs and policies in response
to higher education expansion. In doing so, this study uses two theoretical frameworks.
Firstly, the incidence and impact of overeducation (Question 1) will be analyzed using
human capital theory, which understands overeducation as underutilization of human
capital accumulated through a higher level of education. Secondly, existing policies and
policies being discussed at the national level in Mongolia (Question 2) will be analyzed

using theories on education transfer.

3.2.1 Human capital theory

As discussed in section 2.1 of this study, human capital theory is one of the most
influential theories in economics, especially in the area of economics of education and labor
economics. Human capital theory suggests that individuals can increase their individual
income through increasing their productivity. Productivity is improved by improving
knowledge and skills (i.e., through education). Hence, investment can be made in humans
(i.e., education and health) just as in physical capital. In this study, overeducation is

understood mainly through human capital theory and the models used in this study follow
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in the footsteps of previous studies. Put simply, overeducation can be understood as follows.
As an individual increases his/her education level, income also increases, but the rate of
return peaks at the level of education required by his/her job. Additional years of education
(education surplus) increase income, but at a much lower pace. The study examines
whether the same pattern can be found in a developing country, focusing particularly on

Mongolia.

3.2.2 Education transfer

The second research question of this study examines the policy formulation
process in response to overeducation and the factors involved in and influencing the
process. As the world becomes smaller and “flatter” (Friedman, 2005) with the force of
globalization, policy formulation is also affected. Although education policy import and
transfer has been taking place for centuries, the current magnitude and speed of transfer,
fueled by globalization, is unprecedented. The environment surrounding education has
become increasingly complicated, influenced by global competition, international
benchmarking, and financial constraints, to name a few factors. The search for “good
practices” has become a major issue for all national governments as well as for
international development partners, consultants, and academics. Education transfer involves
many stakeholders and is influenced by various, often interlinked, political, social, cultural
and economic factors, as reviewed in Chapter II. This study draws upon the analytical
frameworks of Phillips and Ochs (2003) and understands education transfer as illustrated in

Figure 9.
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Figure 9: Cycle of education transfer
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However, socio-economic and cultural context in which a country is situated
changes and so does a country’s approach to education transfer. Building upon various
works done by Phillips & Ochs (2004a and 2004b), Johnson (2006) proposes a conceptual
model using metaphor of telling, rebelling, compelling, selling and gelling. In this model:
the politics of “telling” is understood as a forced education transfer under colonialism; the
politics of “rebelling” is seen as counter-reactions against colonial powers; the politics of
“compelling” is by many understood as neo-colonialism where developing countries are
forced to “borrow” policies brought and funded by international donors; the politics of
“selling” can happen for more affluent developing countries (i.e., middle income countries)

which have more control over their policy environments and policies are “purchased”
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through market; the politics of “gelling” is crystallization of a new vision in education,
which is in many cases in pursuit of “knowledge economy” and its implication to education.

At this point, the global and the local converge.

To the original metaphor proposed by Johnson (2006), I added “influencing” as a

middle way between “compelling” and “selling.” This represents developing countries’

voluntary acceptance of education transfers based on the influence through funding and

advice by international (multilateral and bilateral, public and private) donors, as per the

“economics of policy borrowing” (Steiner-Khamsi, 2006). The dynamics of internal and

external relationship in different approaches to education transfer is described in the Figure

10, inspired by Johnson (2006) and Steiner-Khamsi (2006). The second research question

of this study pays particular attention to the policy formulation process in response to

overeducation and factors involved in and influenced the process.

Figure 10: Adjusted metaphor of trajectory of education transfer
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3.3. Research Design

As noted above, this study will utilize both quantitative and qualitative data. The
quantitative data was obtained from the Mongolia Household Socio-Economic Surveys
conducted in 2002/2003 and 2007/2008. The qualitative data was collected through (1) key
stakeholder interviews conducted between 2009 and 2011, and (2) policy document
analysis. The information and data collection methods used, data sources, and analysis of

each research question are summarized in Table 4.



Table 4: Summary of research questions, methods, information and data

requirements

Research Questions

Information needed

Data source

Methods of data
analysis

(1) Incidence of
overeducation
over time,
difference of
incidence by
individual and job
characteristics

e  Wages, education
background, age,
gender, and
location of
residence of
individual workers

e Household
surveys
(2002/2003 and
2007/2008)

Descriptive statistics
Multinominal logit
analysis

(2) Impact of
overeducation on
individual
earnings

e Overeducation
indicator

e Wages, education
background, age,
gender, and
location of
residence of
individual workers

e Household
surveys
(2002/2003 and
2007/2008)

Regression analysis

(3) Key stakeholders’
perception of
overeducation

o Levelof
understanding of
overeducation
among
stakeholders

o Key stakeholder
interviews

Content analysis

(4) Policies
formulated and/or
discussed in
response to
overeducation

e Contents and
target of existing
policies and
policies under
discussion

e Key stakeholder
interviews

e Policy/strategy
documents

Content analysis

(5) Process and logic
behind the action
or non-action of
the government

e Similarities and
differences in
strategies between
the government
and key donors

e Political
discussions held
during the policy
formulation and
implementation

e Key stakeholder
interviews

e Policy/strategy
documents

Content analysis

3.3.1 Quantitative analysis

Quantitative data analysis will be used to answer the first category of questions.

72



73

(1) What is the incidence of overeducation in Mongolia, how has the trend changed over
time (2002/3 to 2007/8), by individual and job characteristics?

(2) What is the impact of overeducation in individual earnings in Mongolia?

3.3.1.1 Measurement of overeducation

As discussed in Chapter 11, there are several methods of measuring overeducation.
Each method has pros and cons, and the selection of a method generally depends on the
available data. A summary of the strengths and weaknesses of each method is presented in
Table 5, below.

Table S: Strengths and weaknesses of the four methods of measuring overeducation

Methods Strengths Weaknesses
Self reporting (SR) Directly measures over and under | Subjective
education Risk of bias and inflation
Job analysis (JA) Objective Information not available in
Directly reflect technical and skills | many countries
requirement of occupation Lack of timeliness
Average education (AE) | Objective Sensitive to outliers
Response to technical changes Not directly measuring
automatically incorporated overeducation, rather
Easily calculated from the basic measuring distribution of
information included in most workers
surveys
Modal education (MD) Objective Not directly measuring
Response to technical changes overeducation, rather
automatically incorporated measuring distribution of
Easily calculated from the basic workers
information included in most
surveys

In Mongolia, it was not possible to use the SR method since the available surveys
(Living Standards Monitoring Survey and Household Socio-economic Survey) did not

include the relevant questions and it was not feasible in terms of time and funds to conduct
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a new survey. It was also not possible to use the JA method, due to the unavailability of
expert analysis of the skills requirement for jobs. It was therefore necessary to rely on the
RM methods, using the average (AE) or the modal value (MD) as a reference point. It was
decided that the MD method would be used for this study because the MD method is less
sensitive to values given by outliers in the data. The mode can provide a more accurate
reference point of “realized match” of job and qualification compared to that generated by
the mean.

The difference of incidence of overeducation by individual characteristics, job type
and industry of employment (Question 2) will be analyzed using the following multiple

logit model (base category: adequately educated).
EA7
Py=Prob(Y;=j)= — j =under, adequate, over
Zk e/;’ jzi
The model is estimated using the maximum likelihood estimation method (MLE).

Z; contains variables including individual characteristics (e.g., gender and age), family

background, industry and sector of employment, and occupation.

3.3.1.2 Impact of overeducation on individual wages

As reviewed in Chapter II, there are two empirical specifications in the existing
literature to assess the impact of overeducation on wages, both deriving from human capital
regression model.

The first specification is called the Over-Required and Undereducation (ORU)

model, or the “Duncan and Hoffman model (DH model)”. Using this model, overeducated
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and undereducated workers are compared with colleagues whose education matches their
jobs. This model enables the researcher to calculate the rates of return to required education,
undereducation and overeducation, and compare the differences.

Another model used is the “dummy model” or “Verdugo-Verdugo (VV)” model.
This model compares overeducated and undereducated workers with workers who have
adequately matching jobs and the same level of education. Using this model, one can
understand whether there is a premium or penalty for being overeducated or undereducated
for the job they are holding.

This study uses the Duncan and Hohhman model to calculate rates of return to
adequate education, overeducation and undereducation in the Mongolian context. As
reviewed in Chapter II, it may be important to control for unobserved heterogeneity among
individuals, such as innate ability. The “fixed effect” model was used in some studies and
suggests that the effect of over/under education may become negligible if controlled for
individual heterogeneity. For this study, however, the fixed effect model is not used since

the relevant panel data is unavailable in Mongolia. This is an area for further research.

3.3.1.3 Data

The examination of the questions 1 and 2 used two household survey data sets.
One is the Living Standards Measurement Survey conducted in 2002/2003 (hereafter
referred to as “LSMS 2002/2003”). The other is a Household Socio-Economic Survey

conducted in 2007/2008 (HSES 2007/2008).
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Sampling methods and comparability of the data

The LSMS 2002/2003 was developed as a sub-set of the Integrated Household
Income and Expenditure Survey conducted by the Mongolian Government in 2002/2003
(HIES 2002/2003). The HIES-LSMS 2002/2003, then one of the largest national surveys
conducted in Mongolia, used the 2000 census as a sample frame and applied a multi-stage
(two-stage) stratified random sampling method. It included 1,248 enumerations areas as
part of the sample and four strata were used for sampling: (1) Ulaanbaatar, (2) aimag
capitals and small towns, (3) soum centers, and (4) the countryside. In the first stage of
sampling, a number of Primary Sampling Units (PSUs) were selected from each stratum. In
the selected PSUs, enumerators listed all the households residing in the area. In the second
stage of sampling, 10 households in urban areas and eight households in rural areas were
randomly selected from the list of households identified in each PSU. In total, 11,232
households were selected and interviewed (in 2002). Approximately one-third of them
(3,308 households), equally distributed over four quarters (calendar quarters of the
interview), were re-interviewed for the LSMS component of the survey, which is used for
this study. Due to the addition of the LSMS component, data collection took longer than
expected. The households were re-interviewed for the LSMS questions almost one year
after the HIES questions, resulting in a considerable reduction of the sample size, going
from 11,232 in 2002 down to 3,308 due to various reasons, such as relocation. This may
have affected the representativeness of the sample.

The HSES 2007/2008 was developed as an improved version of the HIES

2002/2003. The 2005 population figures from local offices were used as a sampling frame
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in order to capture the internal migration since the 2000 Census. The survey also applied a
multi-stage stratified random sampling method. Instead of the four strata used in the HIES
2002/2003, however, the HSES 2007/2008 used three strata (Ulaanbaatar; aimag capitals;
and rural areas and small towns) although the households were recorded using the original
four strata (Ulaanbaatar; aimag capitals; soum centers; and the countryside) for
comparison purposes. A two-stage selection strategy was then used in urban areas
(Ulaanbaatar and aimag capitals) and a three-stage selection strategy was used in the rural
areas and small towns. In Ulaanbaatar, the first step was to select 360 khesegs (districts),
and then 10 households were selected in each kheseg. In the aimag capitals, the first step
was to select 12 or 24 bags (rural districts), and then 10 households were selected in each
bag. In the rural areas, first 52 soums (towns) were selected, then 12 bags in each soum and
finally 8 households in each bag. In total, 11,172 households were selected. The HSES
2007/2008 integrated the LSMS-related questions. Therefore, all households were also
interviewed for the LSMS component at the same time, unlike the HIES-LSMS 2002/2003.
The sampling methods for the HIES-LSMS 2002/2003 and the HSES 2007/2008 are

summarized in the table below.



Table 6: Data sampling methods (HIES-LSMS 2002/2003 and HSES 2007/2008)

HIES-LSMS 2002/2003 HSES 2007/2008
Sampling methods Multi-stage stratified random | Multi-stage stratified random
sample sample
Sample frame 2000 Census Population figures from local

registration offices, 2005

# of strata

4 (Ulaanbaatar, Provincial
capitals and small cities, town
centers, and countryside)

3 (Ulaanbaatar, Provincial
capitals, countryside and
small towns)

# of enumeration areas 1,248 1,248
Sample selection strategy Two-step stratified random Two-steps in urban areas and
sampling three-steps in rural areas
# of households 11,232 (3,308 of them re- 11,172
interviewed for LSMS)
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Although both samples are nationally representative, using similar sampling

methods, it is not entirely clear whether the samples were drawn from the similar

population groups. In order to assess the comparability of the two datasets, the profiles of

the households that were included in both surveys were checked. It was found that,

compared to HIES-LSMS 2002/2003, the HSES 2007/2008 sample includes considerably

more households from Ulaanbaatar and less from the countryside, as shown in Table 7.

Table 7: Weighted distribution of the sample households, by strata

Stratum HIES-LSMS 2002/2003 HSES 2007/2008
Ulaanbaatar 29.64% 35.51%
Aimag capitals/small towns 25.03% 21.93%
Soum centers 15.8% 17.31%
Countryside 29.54% 25.25%

Next, the regional representativeness of both samples was checked and it was

discovered that HSES 2007/2008 has fewer households from the Highlands, Central and

Eastern regions and more from Ulaanbaatar, as shown in Table 8.



Table 8: Weighted distribution of the sample households, by region

HSES 2007/2008

Region HIES-LSMS 2002/2003
West 15.76% 15.76%
Highland 25.19% 22.96%
Central 20.33% 17.67%
East 9.083% 8.103%
Ulaanbaatar 29.64% 35.51%

In line with the findings above, HSES 2007/2008 had slightly more households

from urban areas compared to HIES-LSMS 2002/2003 (see Table 9).

Table 9: Weighted distribution of the sample households, by area of residence

HIES-LSMS 2002/2003 HSES 2007/2008
Urban 54.66% 57.44%
Rural 45.34% 42.56%
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This seems consistent with the general trend in terms of population distribution

during this period. The population of Ulaanbaatar, as a share of the total population,

increased from 35.7 percent in 2003 to 38.3 percent in 2006, while the rural population

declined from 41.5 percent to 39.1 percent in the same period (see Figure 11, calculated

from the data cited in OECD, 2008).



80

Figure 11: Population Composition of Mongolia, 2003-2006
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Source: National Statistics Office cited in Asian Development Bank (2008)
It could be assumed that the differences in the samples between HIES-LSMS 2002/2003
and HSES 2007/2008 mostly reflect the internal migration trend in Mongolia during that
time. However, the question remains regarding the representativeness of the HIES-LSMS
2002/2003 since there was a significant drop in the number of observations, which
therefore affects the comparability of the two data sets. It was therefore not appropriate to
pool the data and statistically analyze the trends between 2002/2003 and 2007/2008. In this
study, the findings are therefore presented in two steps: first, presenting detailed findings

using the 2007/2008 survey; second, presenting the 2002/2003 findings for comparison.

Data preparation

In total, 14,789 and 44,510 individuals were included in the LSMS 2002/2003 and

the HSES 2007/2008, respectively. Among them, only workers between the ages of 15 and
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60 were selected for analysis in this study (14,803 for LSMS 2002/2003 and 45,832 for
HSES2007/2008). When workers had multiple jobs, only the main job was included for the
analysis. Although agriculture, fishing, mining and quarrying industries are excluded in
many previous studies (e.g., Cohn & Ng, 2000; Kiker, et. al., 1997), these industries are
included in the analyses for this study since they represent a large share of the Mongolian
economy.

Two datasets for each year were created for the quantitative analysis of this study:
datasets for the incidence of overeducation and datasets for the impact of overeducation on
wages. For analyzing the incidence of overeducation, all workers who were in the age
group of between 15 and 60 were included. This included those involved in household
farming and herding as well as the self-employed, although these workers do not have
reported cash wages. On the other hand, for analyzing the impact of overeducation on
wages, only those reported having a job with a cash wage (in both the formal and informal
sectors) at the time of the interview were included. Self-employed and informal sector
workers were included, but the majority of the observations were from the formal sector.
This is probably because informal sector workers tend not to have cash wage information.

Individuals with missing data in indicators used in analyses such as: (1) urban/rural,
(2) gender, (3) age, (4) highest level of education attained (5) occupation code, and (6)
latest wages (for impact of overeducation on wages) were excluded from the analyses. The
observations that had values either less than “mean — 3xSD” or greater than “mean + 3xSD”
were considered as outliers and were also excluded from the analyses. After data cleaning,

the size of the valid dataset for analyzing the incidence of overeducation was 5,192 from
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the LSMS 2002/2003 and 17,719 from the HSES 2007/2008; and the size of the valid
dataset for analyzing the impact of overeducation on wages was 2,271 from the LSMS
2002/2003 and 7,997 from the HSES 2007/2008. Profiles of the key variables for
observations dropped and included for the analyses are provided below (*Number of
individuals dropped from the analyses is different since they include cases with missing
data). Weights provided in the data set were used for all analyses, unless otherwise

indicated.

Key profiles of datasets for analyzing the incidence of overeducation

Table 10: Comparison of the observations, urban/rural

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=9,597) (n=5,192) (n=28,117) (n=17,715)
Urban 59.73% 47.37% 60.48% 50.64%
Rural 40.27% 52.63% 39.52% 49.36%
Table 11: Comparison of the observations, gender
LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=9,597) (n=5,192) (n=28,117) (n=17,715)
Male 51.97% 50.31% 47.29% 50.63%
Female 48.03% 49.69% 52.71% 49.37%

The included observations, as shown in the above Table 10 and Table 11, are
equally represented by urban/rural as well as men/women. The final datasets for analysis
included more individuals from rural area compared to the original datasets. This implies

that substantial employment is in rural areas, most likely in farming and herding.



Table 12: Comparison of the observations, mean age (SD)

Age

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=9,597) (n=5,192) (n=28,055) (n=17,715)

21.01 (19.00) 35.10 (12.43) 23.37 (20.52) 35.47 (10.80)
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The individuals included in the final datasets are substantially older than those

dropped, as shown in Table 12. This is because the final data only included those aged

between 15 and 60 years of age. Mongolia has a very young population with a median age

of 26.2'°, which resulted in a young average age.

Table 13: Comparison of the observations, mean years of education (SD)

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=9,597) (n=5,192) (n=28,117) (n=17,715)
Years of 4.35 (4.59) 9.39 (3.88) 5.04 (4.72) 9.51 (3.47)
education

102011 estimated from the CIA World Factbook
(https://www.cia.gov/library/publications/the-world-factbook/geos/mg.html) accessed on 22 December 2011




Table 14: Comparison of the observations, highest education level attained

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=7,224) (n=5,192) (n=22,729) (n=17,715)
None 22.2% 3.91% 22.64% 3.53%
Primary 30.39% 12.96% 24.75% 9.92%
Some secondary 18.25% 26.39% 15.12% 21.72%
Complete 17.27% 21.95% 24.22% 32.35%
secondary
Vocational 3.69% 9.16% 5.69% 11.77%
Degree/higher 4.47% 14.07% 4.07% 9.37%
education
diploma
Bachelor 3.64% 10.99% 3.35% 10.55%
Postgraduate 0.09% 0.56% 0.16% 0.78%
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For both years, the individuals included for analysis are substantially better

educated than those dropped, as shown in the above Table 13 and Table 14. For 2002/2003,

the most common education level attained was “primary” for dropped individuals while it

was “some secondary” for individuals included for analysis. Similarly, for 2007/2008, the

most common education levels attained were “primary” and “complete secondary” for

dropped and included, respectively.

Key profiles of datasets for analyzing impact of overeducation on wages

Table 15: Comparison of the observations, urban/rural

Impact of LSMS 2002/2003 HSES 2007/2008
overeducation Dropped Included Dropped Included
on wages (n=12,515) (n=2,274) (n=37,853) (n=7,997)
Urban 51.54% 76.95% 52.07% 77.71%
Rural 48.46% 23.05% 47.93% 22.29%




Table 16: Comparison of the observations, gender (weighted) :

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=12,515) (n=2,274) (n=37,835) (n=7,997)
Male 48.92% 47% 48.81% 47.51%
Female 51.08% 53% 51.19% 52.49%
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In contrast to the datasets for analysis of the incidence of overeducation, which

included those who are involved in household farming and herding, the observations

included for the analysis of the impact of overeducation on wages were those earning cash

wages so were predominantly from urban areas, reflecting the urban-rural disparity in

availability of paid work (see Table 15). There was not a large gender difference between

the dropped and included observations. This implies that both men and women are equally

represented in the labor market for paid work (see Table 16).



Table 17: Comparison of the observations, average age (SD)

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=12,515) (n=2,274) (n=37,773) (n=7,997)
Age 24.27 (18.63) 37.27 (9.76) 26.18 (19.29) 36.38 (10.05)

Table 18: Comparison of the observations, mean years of education (SD)

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=12,515) (n=2,274) (n=37,835) (n=7,997)
Years of 5.26 (4.65) 11.70 (2.73) 5.80 (4.63) 11.02 (2.71)
education
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The average age and the mean years of education of the individuals included for

the analysis of the impact of overeducation on wages was higher than those of the dropped

individuals for both years (see Table 17 and Table 18), as was the case for the datasets for

analysis of the incidence of overeducation. Compared to the datasets for analysis of

incidence of overeducation, the average age of the individuals included for the analysis of

the impact of overeducation on wages was slightly higher. Also, the mean years of

education was higher for those included for analysis of the impact of overeducation on

wages than for those included for analysis of the incidence of overeducation. This implies

that younger and less-educated individuals tend to be in non-cash-paid jobs such as

household farming and herding.
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Table 19: Comparison of the observations, highest level of education attained

LSMS 2002/2003 HSES 2007/2008
Dropped Included Dropped Included
(n=7,224) (n=5,192) (n=22,729) (n=17,715)
None 22.2% 3.91% 22.64% 3.53%
Primary 30.39% 12.96% 24.75% 9.92%
Some secondary 18.25% 26.39% 15.12% 21.72%
Complete 17.27% 21.95% 24.22% 32.35%
secondary
Vocational 3.69% 9.16% 5.69% 11.77%
Degree/higher 4.47% 14.07% 4.07% 9.37%
education
diploma
Bachelor 3.64% 10.99% 3.35% 10.55%
Postgraduate 0.09% 0.56% 0.16% 0.78%

As with the individuals included for the analysis of the incidence of overeducation,
the individuals included for the analysis of the impact of overeducation on wages had a
higher level of education compared to the dropped ones (see Table 19). This indicates that

better educated individuals are more likely to be involved in paid work.

Dependent variables

Distribution of individuals with adequately educated (ADED), overeducated
(OVERED) and undereducated (UNDERED) was calculated, employing the modal
education approach (MD) following Kiker et al, as described in Chapter III. First, the most
frequently appeared years of education (modal value) were identified for each of the
occupation categories. Individuals with education longer than the modal value in respective
occupation category was considered overeducated, while the individuals with education

corresponding to the modal value of years of education in the occupation category was
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considered adequately educated, and those with less years of education that the modal value
were considered undereducated. In addition, the probability of an individual having
OVERED/UNDERED status will be used as a dependent variable.

The natural log of monthly cash income from the main job (LnWAGE) was used
for the analyses. LSMS 2002/2003 provides data on the previous month’s income while
HSES 2007/2008 provides the previous 12 months’ income. Data from HSES 2007/2008

was therefore divided by 12 to calculate the average monthly cash income.

Independent variables

Since information on the actual number of years of schooling (education) an
individual completed is not available in the HSES 2007/2008, the number of years of
schooling completed (SCHOOL) is derived from the highest level of educational
qualification. Although actual years of education are provided in LSMS 2002/2003, the
number of years of schooling was calculated from the highest educational attainment in
order to ensure comparability of the two data sets. This was necessary so as to reflect the
series of changes in the school years in Mongolia since 1990.

The years of education were calculated based on Dairii and Suruga (2006), which

analyzed the data from 2003. The values given to each level of education are as follows:

e 0, when worker’s educational attainment is none;
e 3, for the workers born before and in 1978, when educational attainment is primary;

e 4, for the workers born after 1978, when educational attainment is primary;
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e 8§ when educational attainment is incomplete secondary;

e 10 when educational attainment is complete secondary;

e 10.5 for the workers born in and after 1973 with educational attainment of
vocational and technical

e 11 for the workers born before 1973 with education attainment of vocational and
technical,;

e 13 when educational attainment is diploma for the workers born in and after 1970;

¢ 14 when educational attainment is diploma for the workers born before 1970;

e 14 when educational attainment is bachelor for the workers born in and after 1970;

e 15 when educational attainment is bachelor for the workers born before 1970;

e 16 when educational attainment is post-graduate for the workers born in and after

1970; and

e 17 when educational attainment is post-graduate for the workers born before 1970

Since actual experience is not available in these data sets, potential experience
(EXP = Age — SCHOOL-8) is used in the regression instead.

Years of adequate education (ADESCH), overeducation (OVERSCH) and
undereducation (UNDERSCH) were calculated for each job type. Details of the
methodology used for the calculation are provided in Chapter V (Findings). The individuals’
occupations were recorded using the International Standard Classification of Occupations
88 (ISCO-88) with three-digit job codes for the HSES 2007/2008 and four digit codes for

the LSMS 2002/2003. The jobs were divided into 10 categories following the ISCO-88
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grouping, including: (1) legislators, senior officials and managers, (2) professionals, and (3)
technicians and associate professionals.

Similarly, industries of employment were categorized using the International
Standard Industrial Classification of All Economic Activities, Rev. 4 (ISIC 4.0). ISIC
Rev.4 codes were used for the 2007/2008 data. This corresponds to the 2002/2003 data
which used ISIC Rev. 3.1. Dummy variables were created for each job and industry type.

For MALE, males were coded 1 and females were coded 0. AGE (in years) is
provided both in the LSMS 2002/2003 and HSES 2007/2008. Individuals from urban areas
including the capital, Ulaanbaatar, were coded 1 while the rest were coded 0 to distinguish
the impact of overeducation in urban and rural areas (URBAN). The QUARTER (quarter
of a calendar year in which the interviews were conducted) was also included since income
may vary significantly within a year (e.g., winter is usually a slow season for many
industries such as tourism, construction and mining).

In order to calculate the impact of the economic and social transition experienced in
the 1990s, the PRE_REFORM variable was included in the analysis. Individuals who
were older than 18 in 1990 were coded 1 while those who were younger than 18 were
coded 0. All variables and their definitions used in the analyses of this study are provided in

Appendix 3.
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3.3.2 Qualitative analysis

The qualitative analysis of this study utilized two the commonly used techniques in
obtaining information: in-depth individual interviews and document analysis in order to
answer the second category of questions listed below.

(1) How do the key stakeholders (e.g., government officials, university presidents,
employers, academics, and officials from donor agencies) perceive the issue of
overeducation (reasons for overeducation and impact of overeducation)?

(2) What kinds of policies have been formulated by the government or donor agencies,
to address the issue of overeducation?

(3) What are the perceptions of the key stakeholders on the effectiveness of policies

addressing overeducation?

3.3.2.1 Data

Some of the data for the qualitative analysis in this study were obtained through
in-depth and semi-structured interviews with four distinct groups of “key stakeholders”
identified through discussions with Mongolian experts during the process of research
design. The qualitative analysis of this study also included analysis of policy documents.
Since this study primarily concerns policy development in response to the perceived issue
of overeducation, the “beneficiaries of education” such as students and parents were not
covered. However, representatives of the private sector (i.e., officials from employers’
associations and a human resources officer of a leading private company in Mongolia) were

included as a lobbying group. A summary of the interviewees is provided in Table 20.



Table 20: Summary of the interviewees

Categories Number of individuals Criteria for selection
interviewed
Senior government officials | 3 Senior officials involved in
higher education policies
University staff members 6 Senior staff including deans
and presidents from both
public and private,
prestigious and less
prestigious, small and large
Private company pi Leading private company
emplovees and Emplovers” Federation
Development agency staff | 3 Intemnational and national
members staff members of
development agencies
active in higher education
Total 14
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Interviewees were selected on the basis of their current roles and responsibilities in

respective organizations. In-depth individual interviews, each lasting between 30 minutes to

1 hour, were chosen as a method of information collection over other methods, such as

focus group discussions. This was partly because some of the topics may be sensitive,

especially for government officials who may feel uncomfortable to disclose their genuine

thoughts in front of other colleagues with different political associations. Interviews were

used also because they offered a practical solution, since senior government officials or

university deans are extremely busy and it is difficult to set up a meeting for all of them to

participate. Due to the small number of the individuals involved in higher education policy

development, the total number of the interviewees was low (14 individuals).
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The interviews were conducted with five groups of individuals: (1) three senior
officials from MECS, (2) three presidents/senior staff of public universities, (3) three
presidents/senior staff of private universities, (4) two representatives of the employers, and
(5) three staff from development organizations involved in higher education. The
composition of the interviewees is presented in Figure 12, below.

Figure 12: Composition of the interviewees

Person:Organization versus Person:Sex - Nodes by Attribute Value
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The interviews were semi-structured, following a set of questions. The protocols
for each category of interviewees, in Mongolian and English, are listed in Appendix 2

(Interview Protocols). The questions were slightly different for the different groups. The
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interview protocols were designed to collect information on three broad topics: (1) major
changes since the transition, (2) current challenges of higher education, and (3) responses to
policy directions. Information collected through these interviews provides insights

specifically into investigation of research questions 3 and 5 (Table 21).

Table 21 Topics covered by the interviews and corresponding research questions

Topics Corresponding research question

Major change in higher education since | (3) How do the key stakeholders (e.g.,
the transition government officials, university
Current challenges of higher education presidents, employers, academics, and

officials from donor agencies) perceive the
issue of overeducation (reasons for

overeducation and impact of
overeducation)?
Responses to policy directions (5) What are the perceptions of the key

stakeholders on the effectiveness of
policies addressing overeducation?

The term “education policy document” is defined as a publicly available document
that covers either the whole sector of education or sub-sectors (e.g., higher education and
TVET) and is created by national authority as well as international organizations. Such
policy documents were collected through (1) the internet, (2) meetings with MECS officials,
and (3) meetings with staff from international organizations. The types of documents
analyzed include: (1) national development plans, (2) education sector development plans,
(3) education laws, and (4) strategic planning documents and recommendations from
donors. This document analysis is the main source of information for Research Question 4
(“What kinds of policies have been formulated by the government or donor agencies, to

address the issue of overeducation?).
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Data collection

As noted previously, some of the qualitative data was collected through in-depth
individual interviews. As noted above, interviews were held with stakeholders from the
Ministry of Education, Science and Culture; key development agencies in higher education
(Asian Development Bank and UNESCO); universities and colleges; and private
organizations (i.e., employers). All interviews were conducted in the capital city,
Ulaanbaatar, and each lasted between 30 and 60 minutes. The first round of interviews was
conducted in December 2010 and the second was conducted in February, 2011. The
interviews were conducted in English, with translations to and from Mongolian, except in
the case of a few interviewees who were fluent in English. In these cases, the interviews
were conducted only in English. Translation was provided by two UNESCO staff from
Mongolia.

The policy documents used for the qualitative analysis in this study were collected
over the period between 2009 and 2011, on various occasions, mainly from MECS officials
and development agency staff. An education policy analysis conducted by UNESCO
Beijing (2008) provided a good overview of education policies in Mongolia, both
government and international organization policies, and enabled identification of the major
policy documents available.

One issue faced in designing the interview questions was how to ensure
confidentiality while at the same time ensuring that candid opinions were obtained on this
potentially political topic. To address this issue, interviews were recorded in writing only

(no audio recording) so as to encourage interviewees to talk freely. It was also clarified
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with the interviewees that their names and titles would be confidential and the study would
not be written in a way that would enable readers to identify the interviewees. The
interviews took place in the interviewees’ offices so as to ensure they felt relaxed enough to
be candid. In addition, a good rapport had been established with most of the interviewees
prior to the interviews, through past working experiences in Mongolia, which helped

greatly to obtain candid information in a limited time.

Data analysis

In qualitative analysis, many techniques are well established and widely used.
Among those appropriate for analyzing notes from individual interviews and policy
documents, “qualitative content analysis” was selected as the main technique for the
qualitative analysis in this study.

Content analysis is useful as a tool to understand what people talk about most, and
who talks about what most (“recurring” and “predominating” phrases), identifying themes
and their implicit relationships. There are two main types of content analysis: quantitative
and qualitative. Quantitative content analysis, widely used in mass communication and
information and library science (ILS), focuses on numbers of textual elements that manifest
in the data to identify themes and patterns. Qualitative content analysis, on the other hand,
is “any qualitative data reduction and sense-making effort that takes a volume of qualitative
material and attempts to identify core consistencies and meanings” (Patton, 2002, p.453).
One of the major differences between quantitative and qualitative content analysis is the

unit of analysis. In quantitative content analysis, the unit of analysis is a physical text (e.g.,
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words, sentences, phrases) while in qualitative content analysis, the unit of analysis is the
themes that are presented by the text.

In this study, qualitative content analysis was selected for the analysis since it
allows greater flexibility in coding, which is necessary for analyzing complex materials
such as policy documents. Both the interview notes and the policy documents were coded
using a theme as the unit of analysis.

Qualitative analyses of this study were conducted using NVivo 9 computer
software. NVivo allows researchers to store, code, organize, and analyze relationships
between various types of information, including interview transcripts, field visit notes,
memos, books, videos, audio data files, and websites. In this study, NVivo was used to
analyze the interview notes and policy documents and to code, retrieve, and reorganize the
data. Its query function helped to explore connections between and among topics and
concepts that emerged through the analyses. The coding scheme developed in NVivo 9 is
presented in Appendix 5.

The analyses started with coding. Coding is a process of labeling and organizing
information in order to reduce the amount of the data so as to facilitate analysis (Richards,
2005). Different terminologies are used for levels and types of codes including: (1)
“descriptive” coding and “inferential/pattern” coding (Miles and Huberman, 1994); (2)
“open” coding, “axial” coding, and “selective” coding (Strauss and Corbin, 1990); and (3)
“quantitative” coding and “qualitative” coding (Richards, 2005). At the same time, these
terminologies seem to converge into two main levels of coding: the first level for

description and the second level for interpretation, as pointed out by Punch (2009). The
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terminology selected for this study was the one used by Richards (2005), namely
“quantitative” coding for description (e.g., demographic information) and “qualitative”
coding for interpretation and analysis.

Throughout the process of data analysis, codes were created, deleted, merged and
nested to revisit the hypothesis, confirm or challenge it, and revise it when necessary. This
reflects the nature of qualitative analysis, which consists of concurrent flows of activities:
data reduction, data display, conclusion drawing and verification (Miles and Hubermann,
1994). Three major topics (or themes) emerged during the process: (1) major changes in
higher education since the transition; (2) current challenges of higher education; and (3)
responses to policy directions. The detailed discussions of each of these three topics,

including quotes from the interviews, are presented in Chapter V.

Data validity

In order to maximize the validity and reliability of the data collected for the
qualitative analysis, triangulation methods were applied. Methodological triangulation (i.e.
the use of multiple methods to study a single program) was used. This involved
triangulating two data collection methods (document analysis and in-depth interviews). In
addition, the in-depth individual interviews of four groups of key stakeholders served the
purpose of triangulating information from different data sources (“data triangulation™).

It is important to note that I worked for UNESCO Office in Beijing as an assistant
programme specialist for education from 2003 to 2009, managing UNESCOQO’s education

projects in Mongolia. While I repeatedly explained to the interviewees that I was collecting
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information for my dissertation and it is for purely individual purposes, it undoubtedly
facilitated my contacts with the interviewees as well as collecting key policy documents. At
the same time, possible bias in information provided during the interview is negligible. This
is because that the interviewees fully understood the purpose of the interview was not work
related. I also had left UNESCO Office Beijing by the time of the interviews and therefore
there was no incentive for interviewees to provide false or inaccurate information because
of my position at UNESCO. I was also involved in the initial stage of developing of a study
conducted by UNESCO Beijing Office titled “Current State of Higher Education in
Mongolia,” which was cited several times in this study. My position at UNESCO gave me
an access to its draft report, but I had no influence on the contents since I had left the office

before the actual study was conducted.

3.3.3 Integrating quantitative and qualitative analyses

As discussed in previous chapters, this study combines both quantitative and
qualitative analytical methods to answer the research questions. Traditionally, quantitative
and qualitative methods were considered mutually exclusive and a researcher would use
only one method within a study, either quantitative or qualitative. It was widely assumed
that qualitative and quantitative methods use different data types (text and numbers),
employ different styles of logic (inductive and deductive), and use different types of
analysis (interpretive and statistical). It has often been found (e.g., Bazeley, 2004), however,
that such clear distinctions are not valid. For instance, no statistical analysis is made

without interpretation. Content analysis, for example, involves numbers of coded items in
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texts. These commonalities, despite the apparent differences between two methods, make it
possible for researchers to combine and integrate quantitative and qualitative research
methods in one study.

According to Johnson and Onwuegbuzie (2004), the mixed-methods approach “sits
in a new third chair, with qualitative research sitting on the left side and quantitative
research sitting on the right side”. The mixed-methods approach has its philosophical roots
in pragmatism (Creswell, 2003) and combines qualitative and quantitative methods to
answer the research questions comprehensively. This approach recognizes that rather than
being mutually exclusive, qualitative and quantitative methods complement each other and
each method compensates for the weaknesses of the other.

In previous mixed-methods studies, there are three general strategies and several
variations can be found within them: (1) sequential procedures in which the researcher
seeks to elaborate on or expand the findings of one method with another method; (2)
concurrent procedures in which the research converges quantitative and qualitative data in
order to provide a comprehensive analysis of the research problem; and (3) transformative
procedures in which the research uses a theoretical lens as an overarching perspective
within a design that contains both quantitative and qualitative data (Creswell, 2003). A
recent work by Leech and Onwuegbuzie (2009) presents a detailed framework for
categorizing various mixed-methods research designs based on (1) level of mixing
(partially or fully mixed), (2) time orientation (concurrent or sequential), and (3) emphasis

of approaches (equal or dominant).



101

Using the classification by Leech and Onwuegbuzie (2009), the method used in
this study can be categorized as a “fully mixed concurrent equal status design.” In this
research design, quantitative and qualitative methods have equal emphasis, and quantitative
and qualitative data are collected in a parallel fashion. The flow and components of this

study’s mixed-methods approach is presented in Figure 13.

Figure 13: Mixed-methods research design of the present study

Key research questions
»  Whatis the meidence and
earning wnpact of
owereducation?
»  What are the policy responses
to overeducation?

¥
Analytical framewaork
& Cross-national attraction
e Deciston
*  Implementation
e Internalization &

Quantitative data collection and indigenization Cualitative data collection and
analysis analysis
o HIES-L3MS3 2002/2003 « Indrvidual mterviewrs
«  HSES 20072008 + Policy documents
s Multihorainal 1ogit analysis e Content analysis
s  FRegression analysis

o Synthesis of qualitative and
quatttitative findings
s Conclusions

In this study, quantitative analysis (multinominal logit analysis and regression
analysis) provides a systematic and statistical review of incidence and impact of

overeducation and explores possible causes of overeducation in Mongolia. This
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complements the information on the “perceived” incidence and impact of overeducation
among the key stakeholders, which is investigated through qualitative analysis (content
analysis). Through this process, the study aims to assess the relevance of the policy
responses to overeducation that are in place or in discussion in Mongolia. Each of the
research questions contributes to understanding the policy-making process in response to

overeducation, using the analytical framework presented in Figure 9 in section 3.2.2 of this

chapter. Table 22 presents the analytical framework.

Table 22: Analytical framework for policy development in response to overeducation
in Mongolia

Process Corresponding Information Methods of  data
research question(s) analysis
1. Cross-national Questions 1 & 3 e Incidence of | ¢ Multinominal
attraction overeducation logit analysis
e Content analysis
Questions 2 &3 e TImpact of | ¢ Regression
overeducation analysis
e Content analysis
Questions 1,2, & 3 e Causes of | ¢ Multinominal
overeducation logit analysis
e Content analysis
2. Decision Question 4 e Logic behind [ ¢ Content analysis
policies
o Key policy goals
e Funding
arran gement
3. Implementation Question 5 e Policy actions e Content analysis
Responses to
policies
4. Internalization & | Question5 e Policy actions e Content analysis
indigenization e Responses to
policies




103

CHAPTER 1V: QUANTITATIVE ANALYSIS FINDINGS

In this chapter, key findings of the quantitative data analyses are presented in order

to answer the below questions:

Question 1: What is the incidence and earning impact of overeducation in Mongolia?
(1) What is the incidence of overeducation in Mongolia, how has the trend changed
over time (2002/3 to 2007/8), by individual and job characteristics?

(2) What is the impact of overeducation on individual earnings in Mongolia?

As discussed in Chapter III, the quantitative analysis conducted in this study uses
four sets of data: the 2002/2003 and 2007/2008 datasets for analyzing the incidence of
overeducation (all workers); and 2002/2003 and 2007/2008 datasets for analyzing the effect
of overeducation on wages (wage job workers).

The first section of this chapter presents descriptive statistics of key variables for all
datasets. The second section of the chapter presents the results of the multinominal logit
analyses to identify the factors determining the odds of becoming overeducated or
undereducated. The third section shows the results of regression analyses to understand the
impact of being overeducated or undereducated on individual wages. Under each section,
the study presents its findings in two steps. First, it presents detailed findings using the
2007/2008 survey. Second, it presents, where possible, the 2002/2003 findings for

comparison. These comparisons of 2002/2003 and 2007/2008 findings were made to show
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emerging trends. A discussion of the quantitative analyses and key findings then concludes

this chapter.

4.1 Descriptive statistics

Table 23 presents the profiles of the key variables of each dataset. For both
2002/2003 and 2007/2008, there were slightly more men than women among all workers,
but there were more women than men among wage workers. This may reflect that more
men are engaged in non-wage jobs (i.e., household farming and herding). As expected,
wage job holders are concentrated in urban areas. There is no clear trend in marital status
among the four datasets. The average age of wage job holders is slightly higher than that of
all workers, suggesting that young workers may be more engaged in non-wage jobs, though
working experience is almost the same. This may be because wage job holders are better
educated. In the 2002/2003 data, the average years of education of the wage job holders is
more than two years longer than that of all workers. In the 2007/2008 data, the difference is
1.5 years. On the other hand, fewer workers are overeducated among the wage job holders

compared to all workers.



Table 23: Profiles of the datasets

Incidence of overeducation Impact of overeducation on wages
(all workers) (workers with cash wages)
2002/2003 2007/2008 2002/2003 2007/2008
(n=5,192) (n=17,715) (n=5,192) (n=17,715)
Gender
Male 50.31% 50.63% 47% 47.51%
Female 49.69% 49.37% 53% 52.49%
Residence
Urban 47.37% 50.64% 76.95% 77.71%
Rural 52.63% 49.36% 23.05% 22.29%
Marital status
Married 34.89% 33.66% 30.58% 35.43%
Not married 65.11% 66.34% 69.42% 64.53%
Age (SD) 35.10 (12.43) 35.47 (10.80) 37.27 (9.76) 36.38 (10.05)
Years of 9.39 (3.88) 9.51(3.47) 11.70 (2.73) 11.02 (2.71)
education (SD)
Working 17.72 (12.17) 17.98 (10.90) 17.58 (9.74) 17.29 (10.22)
experience (SD)
Education status
Adequate 24.01% 43.2% 28.55% 47.98%
Over 37.49% 26.78% 27.94% 22.82%
Under 38.5% 30.02% 43.51% 29.2%
Monthly wage 59,896 (26,837) | 92,595 (62,029)
(2002 price)

As expected, the distribution of labor differs between “all workers” and “wage job
workers”. The share of agriculture and fishery workers is significantly smaller among the
wage job workers compared to all workers. This indicates that most of the agriculture and
fishery jobs are in the non-wage (e.g., household) sector. Table 24 shows distribution of

labor.



Table 24: Distribution of labor
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Descriptions and corresponding ISCO-88 codes

Incidence of overeducation
(all workers)

Impact of overeducation
on wages (workers with
cash wages)

2002/2003 | 2007/2008 | 2002/2003 | 2007/2008

(n=5,192) | (n=17,715) | (n=2,274) (n=7,997)
Legislators, senior officials and managers (11-13) 3.21% 4.07% 6.41% 7.05%
Professionals (21-24) 10.39% 10.9% 25.3% 22.14%
Technicians and associate professionals (31-34) 5.77% 5.10% 13.07% 9.95%
Office clerks (41-42) 2.37% 2.22% 5.94% 4.40%
Service workers and shop and market sales workers (51-52) 10.68% 13.53% 13.95% 16.93%
Skilled agricultural and fishery workers (61-62) 48.61% 34.45% 0.99% 2.57%
Craft and related trades workers (71-74) 8.35% 11.36% 15.57% 17.78%
Plant and machine operators and assemblers (81-83) 6.02% 6.87% 10.58% 9.40%
Elementary occupations (91-93) 4.61% 11.52% 8.20% 9.78%

4.2 Factors affecting the incidence of overeducation

4.2.1 Measuring the incidence of overeducation and undereducation

This analysis utilizes the MD approach to measure overeducation and

undereducation. Weighted frequencies were used to determine the modal value (most

frequently appearing values) for each occupational category. These values were used as

cut-off points for measuring overeducation (see Table 25).

Table 25: Cut-off points for measuring overeducation (modal value)

Descriptions and corresponding ISCO-88 codes 2002/2003 20072008

(n=>5,192) n=17.713)
1 | Legislators, senior officials and managers (11-13) 15 14
2 | Professionals (21-24) 14 14
3 | Technicians and associate professionals {31-34) 14 14
4 | Office clerks (41-42) 14 10
3 | Service workers and shop and market sales workers (31-32) 10 10
6 | Skilled agricultural and fisherv workers (61-62) g 8
7 | Craft and related trades workers (71-74) 10 10
8 | Plant and machine operators and assemblers (81-83) 8 10
9 | Elementarv occupations {91-93) 10 10
Total 8 10
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Incidences of overeducation and undereducation were then calculated using
established cut-off points for each job category (see Table 26). Thus, the study found that in
2007/2008 approximately 27 percent were overeducated, 43 percent were adequately
educated, and 30 percent were undereducated. The percentage of overeducated workers
falls within the range found in other studies, especially those applying the AE and ME
methods.

Table 26: Incidence of overeducation and undereducation, 2007/2008

Educational status HSES 2007/2008
(n=17,715)
Male Female Total

Adequately educated 43.62% 42.77% 43.2%
Overeducated 24.79% 28.82% 26.78%
Undereducated 31.59% 28.41% 30.02%

Urban Rural
Adequately educated 48.36% 37.9%
Overeducated 28.06% 25.47%
Undereducated 23.57% 36.63%

The study found that more women are overeducated than men, while more men are
undereducated than women (Table 26). This seems to support the findings of other studies.
Furthermore, the study found that people living in urban areas are more overeducated while
people living in rural areas are more undereducated. This could indicate that urban areas
have greater competition for jobs, which results in people in urban areas pursuing more
education. These findings will be further analyzed in the following section.

Not only are more women overeducated than men, the average number of years of

overeducation is slightly more for women than for men, as shown in Table 27.
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Table 27: Means of years of adequate education, overeducation and undereducation

HSES 2007/2008 Male Female
(n=17,715) (n=8,960) (n=8,755)
Adequate education 9.87 (1.96) 10.36 (2.29)
Overeducation 0.55 (1.15) 0.66 (1.28)
Undereducation 1.32 (2.35) 1.10 (2.09)

When incidences of overeducation and undereducation are compared across

occupational categories, clear tendencies can be found (Table 28). For professionals,

around 15% of the workers are overeducated while only 7.7% of technicians and associate

professionals are overeducated. On the other hand, more than half of office clerks are

overeducated. This may suggest education-job mismatch particularly in these areas. There

may be a shortage of qualified professionals, technicians, and associate professionals, while

office clerks may be providing employment for those with longer years of education but

who are not able to find a professional/technical job.

Table 28: Incidence of overeducation and undereducation, by occupational categories

(all workers)

Descriptions and corresponding ISCO-88 codes Overeducated Undereducated
Legislators, senior officials and managers (n=682) 18.16% 33.62%
Professionals (n=1,826) 14.9% 36.18%
Technicians and associate professionals (n=878) 7.72% 54.5%
Office clerks (n=387) 56.21% 8.32%
Service workers and shop and market sales 32.86% 17.44%
workers (n=2,379)

Skilled agricultural and fishery workers (n=6,339) 33.54% 30.03%
Craft and related trades workers (n=1,946) 24.57% 27.03%
Plant and machine operators and assemblers 28.25% 21.2%
(n=1,191)

Elementary occupations (n=2,087) 17.82% 39.2%
Total (n=17,715) 26.78% 30.02%
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4.2.2. Factors affecting incidence of overeducation and undereducation

In this section, three multiple logit analyses were run to determine the factors
affecting the probability of being overeducated or undereducated for each of the datasets.
The independent variables are MALE, URBAN, MARRIED, SCHOOL, EXP, EXP?,
PRE REFORM, and time interaction of all the independent variables. AGE was dropped as
it is highly correlated to SCHOOL, EXP and EXP’. All models were tested for IIA"
(Independence from Irrelevant Alternatives) using Hauman and suest-based Hausman tests
and the null hypothesis (odds are independent of other alternatives) was rejected at 5%
level. Table 29 shows the results of multinominal regression for probabilities of being
overeducated and undereducated, using the status of being “adequately educated” as a
base.

Table 29: Factors affecting the incidence of overeducation and undereducation,
2007/2008 (Model 1)

Multinominal logit Overeducation Undereducation
model (n=17,715) Odds ratio t-value Qdds ratio t-value
MALE 1.065 1.50 0.75] %% -6.85
URBAN 0.360%*** -12.59 2.612%%* 12.27
MARRIED 0.921 -1.45 0.864** -2.36
SCHOOL 1.487%** 25.54 0.538*** -24.54
EXP 1.012 1.16 1.012 1.14
EXP2 1.000 -1.38 1.000 0.37
PRE REFORM 1.467*** 3.95 1.110 1.17
Prob>F 0.0000

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Although the study found that more women are overeducated than men (Table 28),

when other factors, such as location of residence (urban/rural) and years of education are

" Since IIA tests cannot be run under svy command in STATA, tests were done without svy.
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taken into account, the impact of gender on the odds of being overeducated is not
statistically significant. Living in urban areas actually decreases the odds of being
overeducated and increases the odds of becoming undereducated. Additional years of
education increase the odds of being overeducated by 49 percent while decreasing the odds
of being undereducated by 46 percent. Being married decreases the odds of being
undereducated by 14 percent and belonging to the pre-reform generation increases the odds

of being overeducated by 47 percent.

4.2.3 Incidence of overeducation and type of job (occupational categories)

Since the educational distribution of the labor force varies significantly by type of
job, it is worth analyzing the impact of the types of employment on the probability of being
overeducated or undereducated. For Model 2, three dummy variables were added: those
with a paid job (PAID), those with an unpaid job (UNPAID), and those self-employed or
working on their own account (OWN_ACCOUNT).

The results are quite different from the first model. All variables, except
OWN_ACCOUNT, which was dropped, were statistically significant when explaining the
odds of being overeducated compared to adequately educated. Being male increases the
odds of being overeducated by 29 percent, living in an urban area decreases the odds by 40
percent, being married also decreases the odds by 22 percent. Additional years of education
increases the odds by 92 percent, while years of working experience has an almost
negligible but still statistically significant effect on the odds of being overeducated.

Belonging to the pre-reform generation increases the odds by 42 percent. Having a paid job
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decreases the odds significantly (84%) while having an unpaid job increases the odds by
120%.

For undereducation, being male decreases the odds by 42 percent, while living in
an urban area increases the odds by 16 percent. Additional years of education decrease the
odds by 55 percent. Belonging to the pre-reform generation does not have a statistically
significant impact on the odds of being undereducated. Having a paid job increases the
odds by a surprisingly high 402 percent and having an unpaid job decreases the odds by 65
percent. Table 30 shows the results of the multinominal logit analysis for Model 2.

Table 30: Factors affecting the incidence of overeducation and undereducation,
2007/2008 (Model 2)

Multinominal logit model Overeducation Undereducation
(n=17,715) QOdds ratio t-value Qdds ratio t-value
MALE 1.292%** 5.08 0.582%*:* -10.69
URBAN (0.594*** -7.76 1.155% 1.79
MARRIED 0.779%*** -4.14 1.081 1.18
SCHOOL 1.92]%** 29.62 0.448%** -25.22
EXP 1.042%** 4.10 0.982 -1.64
EXP2 0.999%** -3.81 1.000*** 2.88
PRE REFORM 1.424%%%* 3.65 1.04 0.39
PAID 0.166*** -18.79 5.024%** 19.74
UNPAID 2.200%** 10.68 0.352%** -11.05
OWN ACCOUNT (omitted) (omitted)

Prob>F 0.0000

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.2.4 Incidence of overeducation and gender
Most previous studies of overeducation found that the incidences of overeducation
and undereducation vary between men and women, although the direction (more men

overeducated than women or vice versa) differs among the studies, as summarized by Groot
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and Van den Brink (2000). It is worth further investigating the impact of gender on
incidence of overeducation and undereducation, so in the next model (Model 3),
gender-interaction variables were added. Since two groups were being compared, an
adjusted Wald test was also performed. The null hypothesis that the odds are same for both
groups was rejected at the 5% level.

For the odds of being overeducated, the findings are similar to those of Model 2.
Living in an urban area and being married decrease the odds by 37 percent and 24 percent,
respectively. An additional year of education increases the odds by 94 percent, while an
increase in years of working experience shows a statistically significant yet almost
negligible impact on the odds. Belonging to the pre-reform generation increases the odds of
being overeducated by 72 percent, as does having an unpaid job (by 107 percent). Having a
paid job decreases the odds by 88 percent. On the other hand, being male is not statistically
significant in explaining the odds of being overeducated. Among the gender-interaction
variables added, only working experience and having a paid job are statistically significant.
The impact of working experience increases the odds for men (statistically significantly),
but, again, the increase is almost negligible. The impact of having a paid job in decreasing
the odds of being overeducated increases by a large amount (73 percent) for men,
indicating that once they are in a paid job, men are much less likely to be overeducated
compared to women, holding everything else constant.

For the odds of being undereducated, being married significantly increases the
odds, while additional year of education decreases the odds almost by half. Having a paid

job increases the odds of being undereducated by 417 percent while having an unpaid job
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decreases the odds by 70 percent. The impact of living in an urban area on the odds of
being undereducated went from being positive to negative, showing that after controlling
for gender-interactive factors, living in urban areas significantly decreases the odds of
being undereducated instead of increasing it. Another major difference in the results of this
model compared to other models is the impact of gender on the odds of being
undereducated. Unlike the other models, being male increases the odds by 523 percent.
This implies that after controlling for gender-interactive factors, being male significantly
increases the odds instead of decreasing them. From the analysis of the gender-interactive
variables, it can be said that men living in urban areas are more likely to be undereducated
than women living in urban areas. A man with an additional year of education has
significantly lower odds of being undereducated than a woman with an additional year of
education, while a man with an unpaid job is more likely to be undereducated than a

woman with an unpaid job.
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Table 31: Factors affecting the incidence of overeducation and undereducation '

(Model 3)
Multinominal logit model Overeducation Undereducation
(n=17,715) Odds ratio t-value Qdds ratio t-value
URBAN 0.626*** -5.13 0.781** -2.45
MARRIED 0.759%** -3.60 1.222%%* 2.36
SCHOOL 1.936%** 22.77 0.506%*** -22.02
EXP 1.021%* 1.72 0.982 -1.19
EXP2 0.999** -1.97 1.001** 2.53
PRE_REFORM 1.721%%* 4.37 1.068 0.46
PAID (0.122%%%* -15.12 5.166%*** 14.47
UNPAID 2.067%** 7.29 0.295%** -9.51
OWN ACCOUNT (omitted) (omitted)
MALE 0.876 -0.37 6.223%%%* 4.69
URBAN M 0.872 -1.31 2.418%** 6.35
MARRIED M 1.004 0.04 0.877 -1.07
SCHOOL M 0.998 -0.05 0.737*** -7.06
EXP M 1.038%* 2.11 1.003 0.13
EXP2 M 0.999 -1.56 1.000 -0.14
PRE_REFORM M 0.685 -2.41 0.868 -0.69
PAID M 1.725%%* 3.37 0.967 -0.47
UNPAID M 0.934 -0.46 2.059%** 4.03
OWN ACCOUNT M (omitted) (omitted)
Prob>F 0.0000

*** Statistically significant at 1% level

** Statistically significant at 5% level
* Statistically significant at 10% level

12 Gender-interactive variables are URBAN_M, MARRIED M, SCHOOL M, EXP_M, EXP2 M,
PRE REFORM M, PAID M, UNPAID M, and OWN_ACCOUNT M.
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4.2.5 Comparison of 2002/2003 and 2007/2008 findings

As explained in Chapter III, the 2002/2003 survey data are not exactly the same as
the 2007/2008 survey data. However, it is worth comparing the data from the two surveys
to understand any general trends in the period between the two years. In this section, the
key findings of an analysis of the 2002/2003 data (as compared with the 2007/2008 data) is
presented, followed by an analysis of the trends that emerge from this analysis.

Overall, the incidence of overeducation and undereducation declined between
2002/2003 and 2007/2008, with the share of adequately educated people almost doubling
during this period. It is also noteworthy that significantly more people were overeducated in
urban areas in 2002/2003 than in 2007/2008. Table 32, below, presents the incidence of
overeducation and undereducation in 2002/2003.

Table 32: Incidence of overeducation and undereducation, 2002/2003

Educational status LSMS 2002/2003
(n=5,192)
Male Female Total
Adequately educated 25.16% 22.87% 24.01%
Overeducated 36.37% 38.6% 37.49%
Undereducated 38.47% 38.53% 38.5%
Urban Rural

Adequately educated 13.76% 33.23%

Overeducated 47.94% 28.09%

Undereducated 38.3% 38.68%

4.2.5.1 Factors affecting the incidence of overeducation and undereducation
A comparison of the data sets found that the general tendency regarding the odds
of being overeducated is the same in both years, except for the effect of living in urban

areas. In 2007/2008, living in an urban area decreased the odds of being overeducated, but
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in 2002/2003 it increased the odds (by 69 percent). In 2002/2003, the number of years of
education and the status of belonging to the pre-reform generation were statistically
significant for determining the odds of being overeducated. An additional year of education
increased the odds of being overeducated by 37 percent. Belonging to the pre-reform
generation also increased the odds, in this case by 177 percent. In 2002/2003, the years of
working experience were also statistically significant, unlike in 2007/2008. An additional
year of working experience slightly decreased the odds of being overeducated (by 6
percent).

For undereducation, all variables except MARRIED were statistically significant.
Being male decreased the odds of being undereducated (by 16 percent), while living in an
urban area increased the odds (by 351 percent). An additional year of education decreased
the odds by 17 percent, while an additional year of working experience decreased the odds
slightly (8 percent). Belonging to the pre-reform generation also increased the odds (by 93
percent).

Due to a significant number of individuals with missing values in job types (paid:
2,326; unpaid: 14; missing: 2,852), the analysis of the 2002/2003 data could not include the
job types (i.e., Models 2 & 3). In general, however, the trend was the same in 2002/2003 as
in 2007/2008. In addition, it is worth noting that the impact of belonging to the pre-reform
generation on the odds of being overeducated became smaller between 2002/2003 and

2007/2008. The results using Model 1 are presented in Table 33.
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Table 33: Incidence of overeducation and undereducation, 2002/2003 (Model 1)

Multinominal logit Overeducation Undereducation
model (n=5,192) Odds ratio t-value Odds ratio t-value
MALE 1.115 1.30 0.835%* -2.31
URBAN 1.691*** 4.83 4.514%%* 10.59
MARRIED 1.032 0.27 0.884 -1.13
SCHOOL 1.368%** 20.38 0.831*** -9.02
EXP 0.943*** -2.83 0.923*** -4.55
EXP2 1.001 1.57 1.001*** 4.74
PRE REFORM 2.766%** 5.99 1.932%** 4.35
Prob>F 0.0000

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3 Effects of overeducation and undereducation on wages

This section presents the results of the detailed analysis of the effects of
overeducation and undereducation on wages. As discussed in Chapter III, 2,271 individuals
from the LSMS 2002/2003 and 7,997 individuals from the HSES 2007/2008 were selected.
Similarly to the analysis of the incidence of overeducation, the findings are presented in
two steps. First, detailed findings using the 2007/2008 data are presented, followed by

findings from the 2002/2003 data, for comparison.

4.3.1 Effects of schooling on wages

In this section, the impact of schooling (education) on wages is analyzed, with
other variables controlled. The independent variables included for Model 1 are years of
education (SCHOOL), a dummy variable for gender (MALE), a dummy variable for

location (URBAN), a dummy variable for marital status (MARRIED), years of working
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experience (EXP), square of working experience (EXP?), and a dummy variable for the
pre-reform generation (PRE_ REFORM). As noted above, in Mongolia wages tend to vary
significantly depending on the time of the year, especially in industries such as agriculture
and construction due to the very cold weather in winter, which limit outdoor work. In order
to control for this difference, a set of dummy variables showing the calendar quarter of the
interviews was included in the analysis (QUARTER 1, QUARTER 2, and QUARTER 3).
Age (AGE) was not included in the models due to the high correlation with SCHOOL, EXP
and EXP.

As expected, the rate of return to an additional year of schooling is positive and
statistically significant (0.136). Being a male, living in an urban area, and being married
also increase wages. An additional year of working experience slightly increases wages,
thus confirming the proposition of human capital theory that experience may compensate
for a lack of education and vice versa. Belonging to the pre-reform generation decreases
wages (-0/175). This may indicate that the skills and knowledge needed in the labor market
in recent years may no longer match the education provided during the pre-reform era.

Table 34 presents the results of the regression analysis using the natural log of

monthly cash wages as the dependent variable.



Table 34: Effects of years of education on wages (dependent variable” log monthly

cash wage) (Model 1)

OLS 2007/2008 (n=7,997)
Coefficients t-value
MALE 0.157*** 7.38
URBAN 0.271%** 7.42
MARRIED 0.087*** 3.62
SCHOOL 0.136*** 25.96
EXP 0.049%** 9.04
EXP2 -0.001*** -7.43
PRE REFORM -0.175%** -4.15
Quarter 1 0.120%** 2.99
Quarter 2 0.350%** 9.22
Quarter 3 -0.260*** -5.86
Constant 8.78*** 96.53
Prob>F 0.0000
R’ 0.2365

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level
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In order to control for differences that occur due to job types, another model

(Model 2) was used for analysis. In this model, in addition to the variables included in the

first model, additional dummy variables for each of the nine job categories were included

(base category: elementary workers).

The general trends found using Model 2 are the same as for the first model. Being

male, living in an urban area, and being married all have a positive impact on wages. An

additional year of education also has a positive impact on wages, as does an additional year

of working experience. Belonging to the pre-reform generation has a negative impact on

wages. All jobs other than skilled agriculture and fisheries have higher cash wages

compared to elementary work, which is quite understandable, although service workers’

cash wages are not statistically significantly higher than those of elementary workers. It is
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clear that the job type has a significant impact on wages even when other characteristics
(e.g., gender, education, and working experience) are the same. The results are presented in
Table 35.

Table 35: Effects of years of education on wages (dependent variable: log monthly
cash wage), occupational category (Model 2)

OLS 2007/2008 (n=7,997)
Coefficients t-value
MALE 0.157%** 6.94
URBAN 0.268*** 7.49
MARRIED 0.069%** 2.90
SCHOOL 0.100%** 17.27
EXP 0.049%** 9.16
EXP2 -0.001 *** -7.83
PRE REFORM -0.170%** -4.08
MANAGERS 0.488*** 9.36
PROFESSIONALS 0.368*** 8.08
TECHNICIANS 0.354%** 7.30
OFFICE CLERK 0.269%** 4.55
SERVICE 0.035 0.76
FARMER -0.432%** -5.10
CRAFTSMEN 0.139%** 2.68
MACHINE OPERATOR 0.269%** 5.28
QUARTER 1 0.129%** 3.30
QUARTER 2 0.346%** 9.26
QUARTER 3 -0.259%** -5.95
Constant 8.997*** 92.96
Prob>F 0.0000
R’ 0.2643

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level
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4.3.2 Effects of years of overeducation and undereducation on wages with occupational
categories

Next, the effects of years of overeducation and undereducation on individual
wages was analyzed, also using the natural log of monthly wages as the dependent variable.
For this analysis, two models were considered. For both models, SCHOOL (years of
education) was divided into (i) years of adequate education (ADESCH), (ii) years of
overeducation (OVERSCH) and (iii) years of undereducation (UNDERSCH). Model 1 is a
limited model with years of adequate education (ADESCH); years of overeducation
(OVERSCH); years of undereducation (UNDERSCH); a dummy variable for gender
(MALE); a dummy variable for location (URBAN); a dummy variable for marital status
(MARRIED); years of working experience (EXP); the square of working experiences
(EXP?); a dummy variable for the pre-reform generation (PRE_REFORM); and dummy
variables for controlling seasonal changes in wages (QUARTER 1, QUARTER 2, and
QUARTER 3). Age (AGE) was not included in the models due to the high correlation with
ADESCH, OVERSCH, UNDERSCH, EXP and EXP?.

The findings related to the rates of return to education are consistent with those of
previous studies. Rates of return to each year of overeducation are positive and statistically
significant, but smaller than those to adequate education (0.179 for adequate education and
0.100 for overeducation). Undereducation is punished with a negative rate of return (-.106)
for each year of being undereducated. Being male increases wages (0.192), as does living in
an urban area (0.297). An additional year of working experience increases wages, but the

rate of return is smaller than that for adequate education and overeducation. This suggests



122

that pursuing further education may be a better option for potential workers than beginning
work immediately after obtaining education*“adequate” for the job, even if they become
overeducated.

Table 36: The effects of years of overeducation and undereducation on wages
(dependent variable: log monthly cash wage) (Model 1)

OLS 2007/2008 (n=7,997)
Coefficients t-value
MALE 0.192%** 9.20
URBAN 0.297*** 8.23
MARRIED 0.071%** 2.99
ADSCH 0.179%** 27.42
OVERSCH 0.100*** 10.70
UNDERSCH -0.106%** -14.19
EXP 0.050%*** 9.46
EXP2 -0.001*** -8.12
PRE REFORM -0.167*** -4.01
QUARTER 1 0.125%%* 3.14
QUARTER 2 0.346%** 9.17
QUARTER 3 -0.260%** -5.94
Constant 8.24%** 78.53
Prob>F 0.0000
R* 0.2532

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Next, a set of dummy variables was added to control for different types of jobs,
using the least skilled job (i.e., elementary workers) as the base category. The impact of
occupational categories on wages was surprising. In this analysis, for those found
statistically significant, the results indicate that workers with higher level jobs, such as
professional jobs and technical jobs, tend to have lower wages compared to those with
elementary jobs. The only jobs that had statistically significantly higher wages compared to
elementary workers (when only years of schooling were considered) are office clerks,

craft-related workers and machine/plant operators. This suggests that having higher levels
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of jobs may be associated with lower wages when the effects of overeducation and
undereducation are controlled, implying that education-job mismatch is more prevalent
among higher-level job holders.

As discussed in the earlier section of this study (Table 28), there is a possibility of
education-job mismatch in certain occupation categories: there may be shortage of qualified
professionals, technicians, and associate professionals, while there may be surplus of
supply of office clerks. However, this explains neither the negative impact upon wages of
being professionals, technicians, and associate professionals, nor (holding everything else
constant) the positive impact on wages of being office clerks. This may imply that there are
other explanatory factors than human capital and education-job matching in one’s choice of
occupation.

While the information is insufficient to derive any conclusion at this point, it may
be interesting to further investigate why there seems to be more overeducated office clerks
even though being an office clerk may actually increase wages. Another possibility is that
this result is caused by errors in the sample population. As discussed in section 3.3.1.3, a
significant number of observations were dropped from the sample, mainly due to missing

information. This may have distorted representativeness of the dataset.
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Table 37: The effects of years overeducation and undereducation on wages (dependent
variable: log monthly cash wage), occupational category (Model 2)

OLS 2007/2008 (n=7,997)
Coefficients t-value
MALE 0.157*** 6.94
URBAN 0.268%** 7.48
MARRIED 0.069%** 2.90
ADSCH 0.222%%** 17.57
OVERSCH 0.101*** 10.35
UNDERSCH -0.100%** -13.32
EXP 0.049%** 9.16
EXP2 -0.00] *** -7.82
PRE REFORM -0.170%** -4.08
MANAGERS (omitted)
PROFESSIONALS -0.120%** -3.36
TECHNICIANS -0.134%** -3.16
OFFICE CLERK 0.268%** 4.50
SERVICE 0.034 0.76
FARMER -0.188%* -1.97
CRAFTSMEN 0.139%** 2.68
MACHINE OPERATOR 0.269%** 5.29
QUARTER 1 0.129%** 3.29
QUARTER 2 0.346*** 9.25
QUARTER 3 -0.259%** -5.96
Constant 7.78%** 45.63
Prob>F 0.0000
R* 0.2643

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.3 Effects of overeducation and undereducation on wages, with industrial categories

In addition to types of occupations, it can be expected that sectors of employment
(industries) play a significant role in determining individual wages. In Mongolia, where the
industrial composition is rapidly changing, it is worth considering the impact of industries

on wages when examining the effects of overeducation and undereducation. To measure
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this, 11 dummy variables were added to Model 1, representing 12 industries (base industry:
public). The results of the regression analysis are presented in Table 38.

The overall trend was the same as in the other models. Rates of return to adequate
and over education are positive and statistically significant, and the return to overeducation
is smaller than that to adequate education. The rate of return to undereducation is negative.
Being male, living in an urban area, and being married increase wages. Public sector
workers seem to be better paid compared to other sectors when other factors are controlled.
This is probably a consequence of the public pay policies that allowed a 30 percent increase
in salaries in 2006 and an additional 20 percent rise in 2007. As anticipated by the World
Bank (2007), this rise in salary may have created “a non market-based public wage
premium” (p.22). Workers in all areas, except mining and information and communication

technology, earned lower cash wages compared to public sector workers.
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Table 38: Effects of years of overeducation and undereducation on wages (dependent
variable: log monthly wage): industrial category (Model 3)

OLS 2007/2008 (n=7,997)
Coefficients t-value
MALE 0.154%** 6.86
URBAN 0.288*** 8.01
MARRIED 0.068*** 2.92
ADSCH 0.166*** 22.70
OVERSCH 0.098*** 1036
UNDERSCH -0.098*** -13.48
EXP 0.049%%** 9.29
EXP2 -0.001*** -7.73
PRE REFORM -0.177*** -4.33
AGRICULTURE -0.645%** -6.48
MINING 0.199%%** 3.00
MANUFACTURING -0.170%*** -3.54
CONSTRUCTION -0.170%*** -3.15
TRADE -0.189%** -3.97
INFORMATION 0.140%** 3.12
FINANCE -0.032 -0,68
EDUCATION -0.124%** -3.11
HEALTH -0.083** -1.96
SERVICE JOB -0.279%** -4.27
OTHERS (omitted) 3.67
QUARTER 1 0.141*** 9.80
QUARTER 2 0.357%** -5.47
QUARTER 3 -0.240%** 72.43
Constant 8.524***
Prob>F 0.0000
R’ 0.2775

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.4 Effects of overeducation and undereducation on wages and gender

The previous sections analyzed the effect of gender on the probability of being
overeducated or undereducated. The results suggest that when years of schooling and job
types are controlled (Model 2), men are more likely to be overeducated. In addition, the

ordinary least squares (OLS) analyses conducted in the above section show that gender is
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one of the significant determining factors of wages. That is, being a male is associated with
higher wages. Is there, then, any difference in rates of return to overeducation or
undereducation between men and women? To answer this question, gender interaction
variables for years of adequate education, overeducation, undereducation, location of
residence, marriage status, and generation (ADESCH M, OVERSCH M, and
UNDERSCH M, URBAN M, MARRIED M, PRE REFORM M) were added to the
model.

The analysis found that the rate of return to overeducation is smaller for men, and
the rate of return to undereducation is larger for men (compared to women), while the rates
of return to adequate education did not show statistically significant differences between
men and women. This indicates that a wage increase from an additional year of education
above the required level is smaller for men compared to women. At the same time, the
wage penalty for an additional year of “deficit” education (required level of education less
actual years of education) is also smaller for men than women. From this finding, it can be
said that women’s wages are more sensitive to education-job match than are the wages of
men. Living in an urban area significantly increases the wages for both men and women,
but more so for men than for women. Belonging to the pre-reform generation slightly
decreases the wage and men tend to suffer more from it than women. The results are

presented in the table below.
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Table 39: Effects of years of overeducation and undereducation on wages (dependent
variable: log monthly wage): gender"

OLS 2007/2008 (n=7,997)
Coefficients t-value
ADESCH 0.188*** 22.89
OVERSCH 0.123%** 10.17
UNDERSCH -0.123%%* -10.99
ADESCH M -0.014 -1.39
OVERSCH M -0.048%** -2.62
UNDERSCH M 0.092** 2.25
MALE 0.271%* 2.04
URBAN 0.244%** 5.89
MARRIED 0.024 0.83
PRE REFORM -0.080* -1.83
URBAN M 0.108** 2.07
MARRIED M 0.143%** 3.19
PRE REFORM M -0.195%** -4.64
EXP -0.049%** 9.15
EXP2 -0.001%** -7..70
QUARTER 1 0.125%** 3.13
QUARTER 2 0.345%** 9.14
QUARTER 3 -0.262%** -5.99
Constant 8.19 66.69
Prob>F 0.0000
R’ 0.2578

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.5 Comparison of 2002/2003 and 2007/2008 findings
In this section, a comparison is made of the results of the analysis of the 2002/2003
data with the results of the analysis of the 2007/2008 data. The complete results of the

comparison of the two data sets are presented in Appendix 4.

4.3.5.1 Effects of schooling on wages

" Gender-interaction terms are ADESCH_M, OVERSCH_M, UNDERSCH_M, URBAN_M, MARRIED M,
PRE REFORM M
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For both data sets, the number of years of education, gender, and location of
residence are major factors positively affecting wage levels, while the status of belonging to
the pre-reform generation negatively affects the wage level (but it is only statistically
significant in 2007/2008). Coefficients for gender and location of residence are comparable
between two datasets, while coefficients for years of education are significantly higher in
2007/2008 than for 2002/2003 (see Table 40). For both years, belonging to pre-reform
generation negatively affects the wage, but it is only statistically significant in 2007/2008.

Table 40: Effects of schooling on wages (key variables), 2002/2003 and 2007/2008

OLS 2002/2003 (n=2,271) 2007/2008 (n=7,997)

Coefficients t-value Coefficients t-value
MALE 0.154%** 8.09 0.157%%* 7.38
URBAN 0.250%*** 9.43 0.271%%* 7.42
MARRIED 0.024 0.95 0.087%** 3.62
SCHOOL 0.049%** 11.96 0.136%*** 25.96
R’ 0.1708 0.2365

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

This implies that the rate of return to education may have increased between
2002/2003 and 2007/2008. This is consistent with the findings of the World Bank (2010a).
This tendency remains the same when occupational categories are included in the analysis
(Table 41). Compared to elementary workers, only farmers (including herders) have lower
wages. The rate of return to education in 2007/2008 is slightly higher than in 2002/2003,
again suggesting that the rate of return to education may have increased, even after
controlling for wage variances between occupation categories. When occupational
categories are included in the analysis, belonging to the pre-reform generation did not have

a statistically significant effect on wages in 2002/2003, but it had a negative effect on
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wages in 2007/2008. In addition, the wage differences between elementary workers and
managers, professionals, technicians, and farmers (including herders) widened during this
period. This may indicate that wages are becoming more polarized between high-level and
low-level jobs.

Table 41: Effects of schooling on wages: occupational category (key variables),
2002/2003 and 2007/2008

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)

Coefficients t-value Coefficients t-value
MALE 0.127%%* 6.43 0.157%** 6.94
URBAN 0.243%** 9.05 0.268*** 7.49
SCHOOL 0.041%** 7.91 0.100%** 17.27
PRE_REFORM 0.0001 0.00 -0.170%** -4.08
MANAGERS 0.290%** 5.26 0.488%** 9.36
PROFESSIONALS 0.199%** 5.04 0.368%** 8.08
TECHNICIANS 0.145%** 3.80 0.354%** 7.30
OFFICE CLERK 0.108 2.16 0.269%** 4.55
SERVICE 0.074** 1.91 0.035 0.76
FARMER -0.246* -2.55 -0.432%%* -5.10
CRAFTSMEN 0.208%** 4.71 0.139%** 2.68
MACHINE OPERATOR 0.217%** 4.04 0.269%** 5.28
R’ 0.2022 0.2643

*#* Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.5.2 Effects of years of overeducation and undereducation on wages

When years of education are divided into years of adequate education,
overeducation and undereducation, for both data sets, the rate of return to overeducation is
positive but smaller than that to adequate education. The rate of return to undereducation is
negative. This is consistent with previous studies and shows that years of overeducation and
undereducation have a similar effect in highly industrialized and/or knowledge economies

to the effect in developing countries such as Mongolia.
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Table 42: Effects of years of overeducation and undereducation on wages (key
variables), 2002/2003 and 2007/2008

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)

Coefficients t-value Coefficients t-value
MALE 0.161*** 8.18 0.192%** 9.20
URBAN 0.254%** 9.42 0.297*** 8.23
ADSCH 0.052%*** 11.97 0.179%** 27.42
OVERSCH 0.036%** 4.47 0.100%** 10.70
UNDERSCH -0.047%** -7.69 -0.106%** -14.19
PRE REFORM 0.001 0.03 -0.167%** -4.01
R? 0.1743 0.2532

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

In the previous section it was shown that wages may be becoming more polarized
between high-level jobs and low-level jobs. However, when the number of years of
adequate, overeducation and undereducation is controlled, this does not hold. Rather -
holding everything else constant - most of the high-level jobs (e.g, managers and
professionals) have a negative coefficient, indicating that these workers have lower wages
than elementary job holders, as shown in Table 43. This implies that overeducation may be
more prevalent among high-level job holders. It is also worth noting that the rates of return
to adequate education and overeducation increased, while rates of return to undereducation
declined. This may indicate that education was valued more and undereducation was

punished more in 2007/2008 than in 2002/2003.



Table 43: Effects of years of overeducation and undereducation:
categories (key variables), 2002/2003 and 2007/2008
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occupational

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)

Coefficients | t-value Coefficients | t-value
MALE 0.127*%* 6.43 0.157*** 6.94
URBAN 0.242%** 9.00 0.268*** 7.48
MARRIED 0.020 0.77 0.069%** 2.90
ADSCH 0.098*** 9.51 0.222%** 17.57
OVERSCH 0.035%** 4.38 0.10]*** 10.35
UNDERSCH -0.044%** -7.05 -0.100%** -13.32
PRE REFORM 0.001 0.02 -0.170%** -4.08
PROFESSIONALS -0.091** -2.03 -0.120%** -3.36
TECHNICIANS -0.143%** -2.90 -0.134%** -3.16
OFFICE CLERK -0.123%%* -2.27 0.268*** 4.50
SERVICE 0.195%** 3.72 0.034 0.76
FARMER -0.134 -1.29 -0.188%** -1.97
CRAFTSMEN 0.207*** 4.69 0.139%** 2.68
MACHINE OPERATOR 0.335%** 5.08 0.269%** 5.29
R* 0.2024 0.2643

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.5.3 Effects of overeducation and undereducation on wages, with industrial categories

Although it is inappropriate to directly compare the two datasets due to

methodological differences discussed earlier in this study, it can be observed that most

industries had higher wages than the public sector in 2002/2003, but the public sector

wages became higher than most of these sectors in 2007/2008, controlling for other factors

(Table 44).

Some industries (i.e., mining and information) had higher wages than the public

sector even in 2007/2008, but the differences narrowed between 2002/2003 and 2007/2008.
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Table 44: Effects of years of overeducation and undereducation on wages: industrial
categories (key variables), 2002/2003 and 2007/2008

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)

Coefficients t-value Coefficients t-value
MALE 0.114%%* 5.67 0.154*** 6.86
URBAN 0.222%** 8.46 0.288*** 8.01
ADSCH 0.064*** 15.77 0.166*** 22.70
OVERSCH 0.040%** 5.23 0.098*** 1036
UNDERSCH -0.047%** -7.89 -0.098*** -13.48
PRE_REFORM 0.002 0.04 -0.177%** -4.33
AGRICULTURE -0.142%* -2.09 -0.645%** -6.48
MINING 0.405%** 6.26 0.199%** 3.00
MANUFACTURING 0.106%** 2.61 -0.170%** -3.54
CONSTRUCTION 0.146%** 2.80 -0.170%** -3.15
TRADE 0.066 1.59 -0.189%** -3.97
INFORMATION 0.210%** 4.95 0.140%*** 3.12
FINANCE 0.216%*** 4.17 -0.032 -0,68
EDUCATION -0.061** -2.22 -0.124%** -3.11
HEALTH -0.111%*%* -3.35 -0.083** -1.96
SERVICE JOB -0.033 -0.84 -0.279%** -4.27
R’ 0.2438 0.2775

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.3.5.4 Effects of overeducation and undereducation on wages and gender

The effects of gender on rates of return to adequate education, overeducation, and
undereducation were not statistically significant in 2002/2003. However, the effects of
gender on rates of return to overeducation (negative) and undereducation (positive) became
statistically significant in 2007/2009. Similarly, the effects of gender on other variables (i.e.,
URBAN and PRE_ REFORM) were statistically significant only in 2007/2008 (Table 45).
There are two possible explanations: first, the larger data size in 2007/2008 made it

possible to detect the statistical significance of these variables; second, the gender effects
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are greater in 2007/2008 compared to 2002/2003. This may be worth further investigation

in future research.

Table 45: Effects of years of overeducation and undereducation (key variables):
gender, 2002/2003 and 2007/2008

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)

Coefficients t-value Coefficients t-value
ADESCH 0.063*** 10.32 0.188*** 22.89
OVERSCH 0.050%** 3.70 0.123%%* 10.17
UNDERSCH -0.057%** -7.29 -0.123%** -10.99
ADESCH M -0.020** -2.24 -0.014 -1.39
OVERSCH M -0.022 -1.37 -0.048%** -2.62
UNDERSCH M 0.185 1.43 0.092** 2.25
MALE 0.428*** 3.72 0.271** 2.04
URBAN 0.246%** 7.68 0.244%%** 5.89
PRE REFORM 0.027 0.57 -0.080* -1.83
URBAN M 0.016 0.41 0.108** 2.07
PRE REFORM M -0.061 -1.31 -0.195%** -4.64
R’ 0.1789 0.2578

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

4.4 Analysis of quantitative results and major findings

In the previous sections of this chapter, the results of the quantitative analysis were
presented: descriptive statistics; the incidence of overeducation; and the effects of
overeducation and undereducation on wages. While there is a clear need for further
investigating the representativeness of the data set as discussed earlier, five major findings
can be derived from the quantitative analysis of this study. These results are analyzed

below in the final section of this chapter.
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(1) Overeducation and undereducation exist in Mongolia, a developing
country where higher education has expanded rapidly. The share of the
overeducated/undereducated people in Mongolia is comparable with previous studies
conducted in developed countries. In 2007/2008, 27 percent of all workers were
overeducated while 30 percent were undereducated. More women were overeducated than
men and people living in urban areas were slightly more overeducated than people living in

rural areas.

(2) Better educated, older and single men in rural areas with unpaid jobs have
a higher possibility of being overeducated. Results from the multinominal logit analysis
of all workers show that living in urban areas decreases the odds of being overeducated by
40 percent. An additional year of education almost doubles the odds of being overeducated
(Model 2). Although more women are overeducated than men, being male increases the
odds of being overeducated when other factors are controlled. Prior to this analysis, it was
assumed that overeducation is primarily an urban phenomenon among wage job workers
and that women are more likely to be overeducated. These assumptions were based on the
findings of previous studies and the fact that in Mongolia women are more educated than
men. However, the results did not support these assumptions. This indicates that there is a
need to create more wage jobs in rural areas in order to absorb the human resources created
by expanded education. At the same time, belonging to the pre-reform generation increases

the odds of being overeducated. This may call for a need to expand continuing education,
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especially in rural areas, to improve skills-job matching among those who received an
education before the transition. This study, however, does not consider the quality of HEIs
attended by the workers. Existing studies show that graduates from lower-quality HEIs tend
to be more overeducated, since they need to compensate for their lack of competencies with
more education. Without taking the quality issue into consideration, there is a risk of

overestimating the incidence of overeducation.

(3) The rate of return to an additional year of overeducation is positive and
statistically significant, but is smaller than that of an additional year of adequate
education. On the other hand, the rate of return to an additional year of undereducation is
negative and statistically significant. This finding is consistent with previous studies from
developed countries, showing that the education-job mismatch results in similar economic
returns in both developed and developing countries. The rates of return identified in this
study tend to be larger than those found in the previous studies (as summarized by Hartog,
2000). Although they cannot be compared directly, it may be worth investigating whether
the rates of return in developing countries tend to be higher than those in developed

countries.

(4) Despite the fact that Mongolia has a “reverse gender gap” (women tend to
be better educated than men) gender is still one of major factors affecting the
incidence of overeducation and the impact of overeducation on wages. Being male
significantly and positively affects wages, and women’s wages are more sensitive to

education-job matches, while men’s wages are more sensitive to the generation of the
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individual. The results of the regression analysis indicate that women’s wages increase
significantly more compared to men with an additional year of education above the
required level. At the same time, when the actual education level does not reach the level
required by the job, women’s wages tend to be lower than men’s wages, holding everything
else constant. Belonging to the pre-reform generation (i.e., receiving education before the
reform) tends to lower wages, with stronger effects for men. This implies that the current
education system may be better preparing students for the job market, compared to the
education system that existed before the 1990s, especially for men. The reasons behind
such persistent effects of gender are not clear from the analyses. To some extent, this could
be explained from the view that education is serving two conflicting value systems:
democratization and capitalist production, the latter of which has a tendency to reproduce
hierarchical relations within the workforce, as discussed in Carnoy and Levin (1985).
Under such a tension, while women can be given more opportunities to pursue education,
consistent with the process of democratization, gender inequality may persist in the labor
market. The results that women are benefitting more from overeducation than men, at least
in wages, may show that overeducation is an option for women to compensate their
“disadvantages” in the labor market. It will be interesting to further analyze how

overeducation affects women in different job categories in future studies.

(5) The incidence of overeducation and undereducation declined between
2002/2003 and 2007/2008, while the rates of return to education increased, indicating

that the labor market may be functioning more effectively. The share of overeducated
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and undereducated workers declined between 2002/2003 and 2007/2008. This suggests that
the education-job match may be improving in Mongolia, where many reforms have been
introduced in higher education. Rates of return to education increased for adequate
education and overeducation while the rate of return to undereducation further decreased
over the period between 2002/2003 and 2007/2008. This may mean that the labor market is
functioning better in terms of rewarding education. This is consistent with the findings from
the World Bank (2010a) that showed increasing wage premiums for higher levels of
education between 1998 and 2007. It is also noteworthy that belonging to the pre-reform
education did not have a statistically significant effect on wages in 2002/2003. In
2007/2008, belonging to the pre-reform education negatively and statistically significantly
affected wages. This may also be explained by the improved functioning of the labor
market, which valued required skills more efficiently in 2007/2008 compared to 2002/2003.
This can also be explained by the recent economic development in Mongolia, driven
primarily by its successful mining industry. As a result, Mongolian economy is diversifying,
especially in service industry (

Figure 1), and GDP per capita is increasingly steadily as shown in Figure 2. A
recent study by Banzragch (2010) shows that wage premiums for university degrees are
higher than that of secondary education and higher education diplomas. This implies that
overeducation in Mongolia may be a phenomenon of a labor market development,
suggesting overeducation in developing countries may be different in nature from
overeducation in developed countries where economic development and labor market

expansion are stagnant. This implies that, despite the perceived “problems” of
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overeducation among the public and policy makers in Mongolia, overeducation may be a
response to the expanding demands for diversified needs in the new structure of the

economy.
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CHAPTER V: QUALITATIVE ANALYSIS FINDINGS

This chapter presents the main results from the qualitative analyses in order to

answer the following research questions.

Question 2: What are the policy responses to overeducation?

1) How do the key stakeholders (e.g., government officials, university presidents,
employers, academics, and officials from donor agencies) perceive the issue of
overeducation (reasons for overeducation and impact of overeducation)?

2) What kinds of policies have been formulated by the government or donor agencies,
to address the issue of overeducation? Are they evidence-based? What influenced
the development of such policies?

3) What are the perceptions of the key stakeholders on the effectiveness of policies

addressing overeducation?

The first section of this chapter presents the results of the interviews. The second
section presents the findings of the document analysis. The third section synthesizes the

results into key findings.

5.1 Overall results from the interviews

As explained in Chapter III, 14 individual interviews were conducted. Rich

information was gathered from these candid interviews with stakeholders with different
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perspectives and agendas. The interviews covered the following broad topics: “major
changes in higher education since the transition”, “current challenges of higher education,”

and “responses to policy directions. Information collected through the interviews was

analyzed around these three major topics.

5.1.1 Major changes in higher education since the transition

During the coding process, various sub-themes emerged under the main topic of
“major changes in higher education since the transition”. They were: (1) the increase of
students and private institutions, (2) a decline in quality, (3) the improvement of quality,
and (4) the import of foreign policies. The findings for each of these themes are presented

below. All quotations were extracted from the notes of the individual interviews.

5.1.1.1 Increase of students and institutions

All interviewees agreed that Mongolian higher education has expanded rapidly
since 1991. Deregulation of the higher education sector and the introduction of private
HEIs were considered to be major factors on the supply side contributing to the expansion
of the higher education sector. One senior official (A), who was the key person in higher
education during the transition period said that liberalization was an answer to the people’s
demand for a free and market-oriented society. Another senior official (C) mentioned that
higher education reform was one of the priorities for the Mongolian government during the
transition. At the early stage of transition, there was some confusion and chaos in higher

education, as in other sectors of society. A university staff member (F) said, “Private
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institutions sprang up and the government couldn’t control (it) — everyone could open their
(own) private institutions.” Similarly, a development agency staff member (N) said that the
public sector failed to respond to meet the growing demand for higher education and that,
quoting a high-level official in MECS, “Every member of the parliament wants to have
his/her (own) college.”

On the demand side, many interviewees pointed out that education had already
been highly valued by the Mongolian people before the reforms began in the 1990s. Senior
official A explained that, “After the transition, there was a hope among the general public
to be better educated”. Another senior official (B) commented that, “In the past, every
family wanted to have one son as a monk, now it is a higher education graduate.” A staff
member from a private company (K) commented that, “Many low-tech factories closed
down after the transition and the demand for blue-collar workers disappeared. So everyone
wanted to have a university education.” Even though today all HEIs charge student fees (as
opposed to the pre-transition time when higher education was free and all students received
allowances), families are still willing to send their children to HEIs. Also, there is a certain
aspect of competition that drives higher education expansion. A development agency staff
member (L) said, “People are forced to have higher education” because of slogans from the
government and society that convince them that higher education is a tool for development
of the country and individuals, and that higher education is therefore now considered as “a
tool for survival”.

The quantitative expansion of higher education was received positively by some of

the interviewees as a process of social mobilization and democracy. As mentioned in the
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above-section, senior official A said that higher education expansion was an answer to
people’s demand for more education. University staff member I said, “higher education
provides students not only employment opportunities, but the students can learn scientific
knowledge and lifeskills and be developed as human beings, which is a good thing itself.”
Development agency staff member L remarked that, “higher education expansion brought
social mobility, no matter of their social status and income — many students from
countryside, students from herder families now have more opportunities of receiving higher
education.” This was echoed by a university staff member (H), who said that now

“everyone has a chance to succeed.”

5.1.1.2 Decline in quality

However, this rapid expansion inevitably affected the quality of higher education
in Mongolia. As senior officer C observed, “quality and quantity did not go together.”
Similarly, senior official B noted that the expansion in quantity was not matched with an
increase in quality. One president of a university (D) said that in the pre-transition time,
higher education staff had more opportunities for training. Another president of a university
was even more critical. He said, “The quality of education in HEI declined in the last 20
years.” University staff member F even remarked that, “during the 1980s to 1990s, higher
education sector was almost ruined with all public universities paralyzed.” The main reason
for this decline in quality seems to be loss of funding. In the initial stage of the transition,
the government needed to cut the education budget in order to cope with its financial

challenges. HEIs felt that change. University staff member F commented that, during that
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time, “public funding to higher education disappeared.” Similarly, senior official C
remarked that, “during the transition, the State lost its attention to higher education”.
Government senior officials also acknowledged that the quality of higher education is a
major issue. Senior official A said, “the quality of education may be declining, especially in
specific professional areas of higher education”. According to this official, the decline in
quality may be due to a shift from the Soviet system to the North American system,
focusing more on general education rather than on specialized skills, which had been a

source of respect for higher education graduates.

5.1.1.3 Improvement of quality

Although many of the interviewees perceived that the quality of higher education
had declined, some believed that the quality of higher education had actually improved.
Senior official A remarked that, “nowadays, the best students can obtain a better education
than their counterparts in the pre-1990s.” He remarked that the attitudes of students toward
learning had also improved because of such things as critical thinking and active-learning
that are emphasized in post-transition higher education. Similarly, senior official B said that,
in general, the quality of education had improved as there is now more flexibility in the

system and curricula are more focused on critical thinking and creativity.

5.1.1.4 Importing foreign concepts and policies on higher education
Many of the interviewees agreed that there was a significant influence from

international development partners and other development partners in designing the
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reformed higher education sector. According to senior official C, international evaluations
of the Mongolian higher education, along with training of higher education staff, greatly
influenced the shaping of post-transition higher education in Mongolia. The North
American system and approach to higher education, rather than the Soviet approach,
dominated the reform process of higher education in Mongolia (senior official A, senior
official C). The changes introduced during this period included the privatization of HEISs,
decentralization, an emphasis on general education instead of on specialized education, the
introduction of fees, the initiation of a credit-based system, and the introduction of the
concept of market-choice in higher education. Universities also received support, advice
and funding from international development partners. A university staff member (QG)
commented that the World Bank encouraged and supported his university to become
privatized. Similarly, university staff member H said that the technical support from
UNESCO’s International Institute of Education Planning (IIEP) assisted them to adapt to
the major shift from the Soviet model to the North-American model. While the majority of
the interviewees were positive about this importation of international concepts and policies,
some expressed resentment. In this sense, another university staff member (E) was the most
vocal. He said, “the direct import of the higher education system (particularly from North
America) did not work.” He continued, “new teaching methodologies and curricula directly
imported from the US are not linked to the Mongolian context and students are not learning
enough specialized skills in order for them to find a job” and “the market-oriented system

did not function as intended.” The introduction of private HEIs was also part of the reform
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package which received severe criticisms from the interviewees. This will be discussed

further in the section below on “the images of private universities” under section 5.2.

5.1.2 Current challenges faced by higher education in Mongolia

This section presents and analyzes the interview responses related to the current
challenges faced by higher education in Mongolia. During the coding process, four
sub-themes emerged: (1) the employability of students/graduates, (2) finance, (3)
management, and (4) the quality of higher education institutions, especially private
universities.
5.1.2.1 Employability of graduates

Some interviewees, especially university staff, expressed concern about the
capacity of students and their attitude towards learning. University staff member E
observed that students today have lower knowledge and academic skills compared to those
of the pre-transition time. He also said, “In the old system, students worked harder. In the
new system, it is difficult to make students study harder.” University staff member D also
remarked that nowadays it is necessary to motivate students. This view was shared by some
employers and development partners. Development agency staff member L said that some
students struggle to study in HEIs because of their academic capacity and “lifestyle.” A
private employer (J) said that the quality of graduates varies, but in general, the decline of
the quality of graduates is an issue. Senior official C remarked that “some people say that
the quality of students has declined” and that “some private companies complain that

graduates are not skilled enough and their capacity is low.”
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This perceived decline in the quality of graduates is related to the rapid increase in
the number of students and graduates since the transition. Even though having more
educated people is a good thing in general for a country (university staff I), senior official
A felt that there may be “degree inflation.” Senior official C said that “current Bachelor’s is
for everyone, not only for competent ones”. This was echoed by several interviewees:
“nowadays those who wish to go to university can become university graduates” (private
company employer J); “as long as you pay, you can be admitted without examination,
learning records, or even attending school” (development agency staff member L).
Interviewees seem to agree that there may be a need to tighten the intake of students in
order to maintain or improve quality. Senior official C mentioned that there is a plan to
control enrollment in public HEIs.

This and the increased number of graduates, naturally, made it difficult for new
graduates to find employment. As senior official B said, “in socialist times, the state
provided a workplace for all graduates. Now, only people with good skills and knowledge
get jobs.” University staff member D commented even in one of the best universities in
Mongolia, many graduates are unemployed and they do not want to take a job outside their
area of study. Since being a higher education graduate used to be synonymous with being
of the elite, higher education graduates expect to have an “appropriate job” upon their
graduation. Senior officer C said that some students do not even seek a job if they expect
“better job.” Those who cannot find jobs will seek further education, development agency
staff member N pointed out. However, at the same time, it is also the case that “some

people are willing to work at a lower level job even with higher education degrees” (senior
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official B). As a result, “even for drivers, we receive applications from higher education
graduates. For professional positions, there are more applicants with master’s degrees”
(private company employer K) and “even for a secretary post for a small company, a
bachelor’s degree is required. We now have salespersons with bachelor’s or master’s
degrees” (development agency staff member L).

A mismatch between graduates’ skills and knowledge and the labor market’s needs
seems to be one of the major causes of difficulties in finding a job among higher education
graduates. Some criticize the lack of planning. Senior official B commented that the
Ministry of Labor should conduct a prediction and estimation of human resource needs.
Senior official A remarked that in the absence of a long-term human resource development
plan by the government, HEIs are simply responding to students’ needs, not to employers’
needs. University staff member D confirmed this view by saying that in order to attract
students, universities are creating new majors, which may not be needed by the labor
market. University staff member E said, “students are not learning enough specialized skills
and knowledge and it is difficult for them to find a job.” University staff member I pointed
out that, “we need to be more sensitive to the market’s needs”. Development agency staff
member L agreed, saying “Mongolian higher education should improve the linkage
between education and demands from the labor market.” On the employers’ side, Private
company employer J said that the quality of higher education is low and the employment
rate of the graduates is also low. Private company employer K was more critical about the
Mongolian HEIs. She said, “students’ attitudes are as important as skills and education

attainment - integrity, excellence, team player, result-oriented, and ethics. They don’t teach
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these things at university. Higher education should also teach these values — Mongolian
universities tend to focus on skills and knowledge. It is difficult to teach at schools but
there should be some effort.” She also said that English language skill is a priority for her
company, but it is not a common skill among the Mongolian university graduates.

When it comes to education reform, MECS believes in a “survival of the fittest”
(senior official A) approach to HEIs. Senior official A also mentioned that in a “free and
market-oriented society, the market regulates the higher education sector.” He further
explained that quality assurance mechanisms will be strengthened, the government’s
support to higher education will be more streamlined to the national strategies and market
needs, and more flexibility will be introduced (e.g., designing their own majors, free
movement of students among HEIs). In general, MECS officials feel that the system has
started to work and the under-performing HEIs will go out of business, while students’
choices will be ensured. MECS officials are concerned that higher education has become a
hot political topic and some people feel the Soviet system worked better. This view was
clearly expressed by university staff member E, who pointed to the political tensions
between the two major political parties in Mongolia (the Democratic Party and the People’s
Revolutionary Party) arising from the issue of education. At the moment, it is not likely that
MECS will reverse their reforms of higher education away from the North American style
higher education system and back to the Soviet system. However, this reform may face
resistance at the political level and it may therefore take considerable time for MECS to

fully implement its reform plan.
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5.1.2.2 Finance
Insufficient funding is one of the biggest challenges faced by HEIs in Mongolia, both
public and private, even the prestigious ones. Since fees were introduced and the
government funding to higher education was decreased, HEIs have had to “survive on
student tuition fees” (senior official B). Currently, “More than 80% of the revenue comes
from students and institutions are forced to enroll more to survive” (senior official A).
University staff member D noted that HEIs’ need to increase the number of students in
order to ensure the income and universities is leading to the creation of new majors.
Although raising funds from diverse sources is encouraged, “There is no private donation
either from companies or families” (university staff member E) and “It is difficult to
conduct innovative research or renovate/upgrade infrastructure with current funds”
(university staff member D). It is also becoming increasingly difficult for HEIs to attract
and retain good faculty members since highly educated and competent people are in great
demand in the private sector and in international organizations. According to a university
staff member (G), salaries for the faculty members in private HEIs are low and it is difficult
to attract good faculty members. He remarked that, “Many of the faculty members are
part-time and overworked, so there is no time for self development. Many of them also
have to teach many subjects outside their areas and the quality suffers.” Another issue that
has arisen as a result of financial difficulties is that “Faculty members have less training
opportunities” compared to those in the pre-transition time” (university staff member D).
The dependence on students’ tuition fees has not only resulted in the need to

rapidly increase the number of students, but has also placed a substantial financial burden
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on students and parents. Development agency staff member N pointed out that while the
tuition fees may seem low compared to fees in North America and elsewhere, they are still
a barrier for many families, especially those in rural areas, which hampers equality in
access to higher education. Development agency staff member L remarked, similarly, that
many students drop out from HEIs because of financial difficulty. University staff member
D explained that families invest a lot in their children’s higher education and then face
financial difficulties if these children cannot find a job after their graduation. There are
scholarships and student loan programs available, but they need to be strengthened “to
ensure their efficiency, transparency, and accountability” (development agency staff
member M).

At the same time, HEIs are feeling the need to increase tuition fees in order to
improve the quality of the education they provide. University staff member I explained that
the university governance board sets tuition fees but must follow instructions from MECS
(in 2011, it was not permitted to increase tuition fees by more than 20 percent), which
hampers their efforts to improve quality. University staff member G remarked that

universities should be able to set tuition fees themselves.

5.1.2.3 Management

With regard to the management of higher education, one of the biggest challenges is
the lack of fair competition between public and private institutions. Private company
employer J noted that, “In terms of financing, we cannot talk about competition since state

universities are receiving government funding and private universities cannot compete with
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them.” University staff member F agreed that the government should provide financial
support to private HEIs, for teacher training for example, to improve their quality. Similarly,
university staff member I commented that, “financial and policy support, such as tax
exemption for laboratory equipment should be in place” so that private HEIs can also offer
science and technical engineering courses, which are the government priority areas.

One way to improve competition between public and private HEIs is through an
accreditation system as part of a quality assurance system. Any accredited HEIs, public or
private, would therefore receive the same treatment, and private HEIs would no longer be
disadvantaged. Some interviewees saw a beneficial impact arising from participating in an
accreditation process, especially at the international level. University staff member G
pointed out that the government is encouraging HEIs to obtain international accreditation
and this process involves upgrading faculty members and changing the regulations at the
institutional level, leading to better quality. A development agency staff member (M)
agrees that with a functioning accreditation system, “the number of HEIs will follow the
market economy rules and the survivors will be those better quality HEIs.”#

However, an accreditation system is yet to become functional in Mongolia.
According to senior official B, “quality assurance system still needs to be improved.”
Development agency staff member M pointed out that “the university accreditation system
has been in place since 1998; however, this system is not obligatory and is considered to be
weak in terms of the assessments performed. The current accreditation system in Mongolia
has very little effect on the public funding received by an institution.” This is not because

the system itself is inappropriate: rather it seems to be a problem of implementation as
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pointed out by university staff member D, who said “there are good standards, but low
capacity to implement them.” Similarly, development agency staff member N remarked
that “Mongolia does not have a national entity to abide a strategic leadership in higher

education. The ministry is too occupied with general education.”

5.1.2.4 Quality of higher education institutions, especially private universities
Development agency staff member N criticized HEIs in Mongolia for often being
“diploma mills,” with poorly qualified, poorly paid, and poorly trained faculty members
who lack research skills. This tendency is more evident among private HEIs. As noted
previously, private HEIs are considered second-class, and face many more challenges than
public HEIs. The increase in the number of students attending private HEIs is also
considered a part of the cause of a decline in quality within higher education. Public
university staff member H remarked that “I really don’t want to compare my university
with private universities.” This view was echoed by private company employer K who said,
“As an employer, I would be hesitant to employ a graduate from a private university.” She
also said, “For professional positions, there are more applicants with master’s degrees, but I
... do not see any value added from those degrees if they are from private intuitions in
Mongolia.” Similarly, parents and students consider that public HEIs are preferable to
private HEIs. According to senior official B, “less private institutions provide a good
quality education. Families prefer public institutions.” Many private HEIs indeed lag
behind public HEIs in several aspects of quality. Development agency staff M pointed out

that, “As for quality issues - the number of teachers and training curricula, as well as the
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premises for training - it is difficult to compare private HEIs with state-owned universities.”
Development agency staff member L pointed out that, “In the mid-90s, everything was very
scarce in private universities, such as teachers and textbooks — so lots of teachers were fresh
graduates.” The situation has changed since then and some private HEIs have improved
their quality and status, but low-quality private HEISs still operate, and the public image of
private HEIs remains negative, as university staff I remarked, “The image of private
universities suffered due to the low quality of some private universities. Those universities
produced many graduates without proper training, resulting in higher unemployment
among them.”

In general, this negative image of private HEISs is closely linked to the expansion of
higher education in Mongolia since the transition. Private HEIs are considered less
selective and the best students try to go to public HEIs, according to several interviewees
(e.g., private company employer K, senior official C, development agency staff member L,
development agency staff member M). Development agency staff member L noted, “Over
the years, people have developed a negative image of private universities — admittance is
very easy, as long as you pay, you can be admitted without examination, learning records,
even attending the school.” Although most of the private HEIs are not-for-profit (only one
for-profit HEI was in operation in 2010 according to senior official A), people feel that
private HEIs are interested in making money, as development agency staff member L noted,
“They are interested in their fees, but not in the well-being or quality of the graduates and
employment.” Some are also skeptical about the “non-profit” status of private HEISs.

Development agency staff member M remarked that, “Although these private HEIs are
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calling themselves “non-profit educational institutions”, the reality of their continued
existence is directly related to students’ tuition fees. If there are no such profits, no one will
voluntarily establish the HEIs and run classes.”

Some interviewees, on the other hand, remarked that private HEIs have advantages
over public HEIs. University staff member G noted that public HEIs can be constrained for
political reasons and therefore makes long-term planning difficult. Similarly, according to
senior official C, private HEIs are more flexible and have more options to improve their

quality than public universities do.

5.1.3 Responses to policy directions

There have been major reforms in the Mongolian Higher Education (HE) since the
transition. According to development agency staff member M, however, many of the
changes were “piecemeal and ad hoc,” and now ‘“there is an urgent need to undertake
extensive and systematic, yet politically feasible reform.” The third and final major topic

2

covered by the interviews was “responses to policy directions.” Under this topic,
information was collected regarding the perceived impact of policy reforms introduced
since the transition. As with the other topics, various sub-themes emerged during the
coding process. They were: (1) competition, (2) quality improvement and rationalization,

(3) globalization, (4) public-private partnerships, (5) flexibility, and (6) a shift to TVET.

The responses for each of these sub-themes are presented below.

5.1.3. 1 Competition
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Deregulation (or liberalization) was a significant shift in higher education in
Mongolia as it allowed private HEIs to open and it introduced competition among HEISs.
While some interviewees perceived it positively, as a way to stimulate HEIs to improve
quality (e.g., senior official A and development agency staff member M), others criticized
this change. Among those who saw the change as being beneficial was private company
employer J, who remarked that, “Allowing private ownership of higher education
institutions brought big advantages for society”. In the initial transition period, deregulation
was closely linked to democratization. Senior official A remarked that deregulation was
necessary to respond to people’s demand for education. He commented that, “we should
not control people’s demands. If there is a demand, it should be responded to.”

Among those who criticized deregulation of HE was university staff member E
who remarked that, “the shift from the centralized system to the market choice system in
higher education did not work as intended,” citing the decline in the quality of higher
education and high unemployment rate among the graduates as its negative consequences.
The shift in focus of HE towards the employability of graduates was also criticized by some.
Senior official C noted that, “higher education has social benefits beyond employment.”

University staff member F shared this view.

I don't agree with the government’s position to follow the demands of companies —
this is the same as the previous centrally planned approach. Higher education
should be a way to improve oneself without being told where to work in the future.

The public should recognize the capacity developed among the graduates beyond
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their simple employment status in the formal sector, such as becoming independent

workers and small business owners.

Although different views were shared, the interviewees seemed to agree that the
greater competition that inevitably arose as a result of deregulation has been beneficial in
improving the quality and efficiency of higher education. The issue was rather how that
competition should be facilitated and how the quality of the HEIs should be assessed. These

points are further discussed in the below sections.

5. 1.3.2 Quality improvement and rationalization

In response to concerns over quality, the government introduced several policies.
One was to set up various quality assurance measures, including establishing a quality
assurance body and linking government funding to accreditation. In the initial stage of the
transition, private HEIs were not required to be accredited and “did not have any incentive
to be accredited” (development agency staff member L), but currently the government
provides financial support only to accredited HEIs and those HEIs are monitored by the
state inspection agency. The failure to meet government standards results in a loss of
funding, a loss of students and in some cases, a closure of the HEI, according to university
staff member I and development agency staff member M. Senior official C is confident that
the accreditation system is improving the quality of higher education. Some interviewees
considered that closure of “failing HEIs” was necessary to improve the quality and

efficiency of the higher education sector (e.g., development agency staff member M).
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For some, however, the government’s effort has been insufficient or inappropriate
for Mongolia. Some feel that the government is not focusing its resources on high-quality
and international-standard universities, as laid out in its campus-based university
development plan. Others question the quality assurance mechanisms. According to senior
official C, “the quality assurance system, together with the lower performance of private
institutions, did not function well during the transition period.” Similarly, senior official A

remarked that:

In, 1998, MECS created, with the participation of the academic community, a
national accreditation body as a professional independent agency — this is still in
progress. The reputation of the body suffered due to lack of adequate human

resources and lack of transparency.

Some also question the necessity of rationalizing the higher education system.
University staff member D shared his concern that many faculty members may lose their
jobs because of rationalization and restructuring. Similarly, senior official A remarked that,
“the closure of smaller HEIs for the sake of efficiency may not improve quality.”
Development agency staff member N commented that, while various international
development partners had provided support for rationalization of HIEs, rationalization may
not solve the problems without equal access to high quality basic education, a good TVET
system, and a strong and well-functioning quality assurance mechanism, which are yet to

materialize in Mongolia.
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5. 1.3.3 Internationalization and learning from other countries’ experiences

The world has seen a massive wave of globalization in the past 20 years and
Mongolia is one of the countries that has embraced this trend. As discussed in earlier
sections of this study, higher education in Mongolia has been through significant
conceptual and policy changes since the transition, drawing strongly on the North
American model of HE. According to some interviewees (e.g., university staff H and
university staff I), both public and private universities have already completed or are
pursuing joint projects with foreign universities. Furthermore, meeting international
standards and becoming internationally competitive are major goals of the HEIs in
Mongolia. According to development agency staff member M, the government is currently
planning to construct “a completely new university campus ... designed and staffed to meet

an acceptable international standard.” This interviewee further commented, as follows.

The Government of Mongolia considers reforming higher education as one of the
key instruments to accelerate economic growth. The government intends to establish
a higher education system that will meet international standards and produce
graduates who can compete successfully in an increasingly globally oriented

econoniy.
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Similarly, private company employer K commented that they were planning to open
an American University of Mongolia, which would conform to “the highest American
standards.”

Many of the interviewees were passionate about adhering to international standards
in HE. University staff member D said that the academic standards of universities in
Mongolia “are the same as major universities in other countries.” According to senior
official C, the international recognition of degrees is being discussed and HEIs are
encouraged to obtain international accreditation, which has improved the quality of the
institutions (university staff member G).

One of the interviewees (university staff member I) expressed his frustration that the

government is not doing enough to learn from the experiences of universities abroad:

The government should be more open and provide more information on higher
education at the global level. Experience in other countries shows that private

education is a vital part of the higher education sector.

On linkages between higher education and the labor market, this sentiment was
echoed by the employers. Private company employer J said that they are “trying to learn
from other countries, such as Japan, where companies take large number of new graduates.”

Interestingly, one negative comment on the importing of policies came from an

international development partner (development agency staff member N):
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Banks are giving one set of advice and UNESCO is giving another set. The
government seeks yet further advice. The president talked about improving the
quality of higher education by transplanting the Cambridge system (teacher
training, curriculum etc) here. These are conflicting and competing pieces of
policy advice. The government is not examining their own situation (e.g.,

geographic and economic realities). This is not the right direction.

5. 1.3.4 Public-private partnerships (PPP)

As discussed in previous sections, some of the major challenges faced by
Mongolian HEIs include insufficient financial resources, as well as a mismatch between the
skills and knowledge of higher education graduates on the one hand, and the requirements
of the labor market on the other. To tackle these issues, PPP has been encouraged. Funding
of HEIs by the private sector is extremely limited thus far, but some interviewees see
potential in linking HEIs and the private sector through PPP. Forms of PPP supported by
the interviewees include not only funding support from the private sector but also
scholarships (suggested by university staff member G and private company employer J),
on-the-job training and internships (suggested by senior official C).

The interviewees did not have any explicitly negative views on the expansion of
PPP though some had earlier expressed their dissatisfaction with the government’s
emphasis on market-driven higher education. This probably reflects the fact that HEIs
greatly need to diversify their funding sources and are therefore willing to collaborate with

the private sector. HEIs are also concerned about the low employment rate of recent
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graduates and hope that linkages with private companies will improve the relevance of their
programs and therefore result in better employability of the graduates. From the private
sector perspective, PPP also makes sense since it allows companies to access potential
employees at an early stage in their studies. It also allows private companies to get
“tailor-made” programs that prepare students with the specific skills and knowledge needed

by these companies.

5. 1.3.5 Shift to TVET

The latest development related to higher education is a revival of technical and
vocational education (TVET). Many interviews compared higher education to TVET,
which is currently receiving substantial attention from international development partners,
governments, private companies and students/families. Development agency staff member
L pointed out that the booming mining sector in Mongolia requires more technicians and
TVET is regarded as more appropriate than universities in responding to these requirements.
Similarly, development agency staff member N said that Mongolia needs a strong TVET
system, and one that is a true alternative to universities. Private company staff member K
remarked that there is currently huge demand for electricians, welders, and mechanics in
the mining sector and there has been a shift among students away from higher education to
TVET. Likewise, university staff member I commented that nowadays students prefer
TVET because the government provides a stipend for TVET students. University staff
member F complained, however, that the government is now encouraging students to

choose TVET instead of higher education without setting an appropriate quality assurance
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system for private TVET institutions and is therefore allowing low-quality private TVET
institutions to mushroom. This view was echoed by university staff member F and

development agency staff member L.

5.1.4. Analysis of the findings of the interviews

In the above section, individual responses to the interviews were presented under
each theme and sub-theme (called “nodes” in NVivo). In this section, the responses are
further analyzed based on the position of the interviewees (senior officials, public
university staff, private university staff, employers, and development agency staff) to
investigate whether these different groups of people differ in their perspectives and, if so,
why. The results are then synthesized into major findings for each of the three major topics
covered by the interviews: (1) major changes since transition, (2) current challenges of
higher education in Mongolia, and (3) responses to policy directions. The patterns of

responses by the different groups are visualized using tree maps (Appendix 5).

5.1.4.1 Major changes in higher education since the transition

As discussed in section 5.1.1., four themes emerged during the coding process: (1)
the increase of students and institutions; (2) a decline of quality; (3) the import of other
countries’ policies; and (4) the improvement of quality. Figure 14 shows the structure of the

themes under “major changes in higher education since the transition.”
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Figure 14: Structure of the themes under “major changes in higher education since
the transition”
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Table 46 presents the most and second most frequently mentioned themes by all
interviewees, as well as by groups of interviewees (senior officials, public university staff,
private university staff, employers, and development agency staf¥).

Among all interviewees, the most frequently mentioned theme was “increase of
students and institutions” followed by “decline in quality”. This indicates that interviewees
feel that the expansion of higher education was accompanied by a decline in quality, as
expected.

Among the senior officials, “increase of students and institutions” was the most
frequently mentioned theme. Unlike the other groups, however, “importing other countries’
policies” was the second most frequently mentioned theme, followed by “decline in quality.”
This indicates that government officials were exposed to strong influences from foreign
countries (mostly from North America), especially during the initial stage of the transition.

The analysis shows that senior officials who were at the center of the reform were very

aware that their reform is heavily influenced by foreign policies. The interviewed staff of
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public universities, which went through a complete conceptual change, also felt that the
reform was “imported.” This confirms the findings from various studies on higher
education in the transition countries (e.g., Bray, 2000 and Hall and Thomas, 1999).

Among public university staff, “the increase of students and institutes” and “the
import other countries’ policies” were the themes mentioned most frequently. It is
understandable that among the private university staff, “a decline in quality” was the
second most frequently mentioned theme after “the increase of students and institutions.”
They are more sensitive about the quality of the education they provide since they are in
competition with other HEIs for the survival of their universities. In addition, their students
tend to be less academically capable compared to those studying in public universities. This
may make them perceive a decline in the quality of higher education as a whole.

Employers are most concerned with the themes: “the increase of students and
institutions” and “a decline of quality.” There was no mention of “the import of other
countries’ policies.” This reflects that their interest is primarily in the difficulty in recruiting
from HEIs. For development agency staff, the most frequently mentioned theme was “the

increase of students and institutions”, followed by “a decline in quality.”
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Table 46: Comparison of number of coded references by groups

Group Most frequently coded 2nd most frequently coded

All interviewees Increase of students and Decline of quality (12)
institutions (31)

Senior officials Increase of students and | Importing other countries’
institutions (5) policies (3)

Public university staff Increase of students and | Importing other countries’
institutions (3) policies (3)

Private university staff Increase of students and | Decline of quality (2)
institutions (5)

Employers Increase of students and | Decline of quality (1)
institutions (4)

Development agency staff Increase of students and | Decline of quality (2)
institutions (9)

5.1.4.2 Current challenges of higher education in Mongolia

The second major topic of the interviews was “current challenges of higher
education in Mongolia.” Under this topic, four themes emerged through the analysis: (1)
the employability of the graduates; (2) finance; (3) the quality of private universities; and
(4) management. For this topic, several sub-themes also emerged as presented under each
topic. The structure and an example of sub-themes (under employability of the graduates)

are presented in Figure 15.
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Figure 15: Structure of the themes under “current challenges of higher education in
Mongolia” and sub-themes under the category of “employability of the graduates”
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Among all interviewees, except development agency staff, the sub-themes under
“the employability of graduates” theme were the most frequently mentioned during the
interviews. Among these sub-themes, “the mismatch between graduates’ skills and
knowledge and the market’s needs” was the most frequently mentioned, followed by “the
difficulty in finding a job.” Many interviewees have a negative image of private universities.
This mirrors the findings of Steiner and Khamsi, and Stolpe (2006).

It became clear from the interview responses that “the employability of graduates”
is a major challenge, especially for employers, whose responses were predominantly
around this issue. On the other hand, among the private university staff, the main
challenges were found to be finance (e.g., insufficient funding) and management (e.g., lack
of fair competition between public and private universities). This reflects the difficult
situation of private universities in Mongolia. Private universities are considered of low

quality by most of the interviewees, especially when it concerns the graduates’
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employability. At the same time, private universities are struggling to survive with
insufficient funding. Table 47 presents the most and the second most frequently mentioned

themes by each group.

Table 47: Comparison of number of coded references by group

Group Most frequently coded theme | 2nd most frequently coded theme
All interviewees Employability of graduates (37) | Quality (27)
Senior officials Employability of graduates (13) | Quality (6)
Public university staff Employability of graduates (8) | Quality (2)
Finance (2)
Private university staff Finance (6) Management (4)
Employers Employability of graduates (11) | Quality of private universities (3)
Development agency staff | Quality (12) Management (6)
Finance (6)

5.1.4.2 Responses to policy directions

The third and final theme (topic) covered by the interviews was “responses to
policy directions.” Under this topic, interviewees were asked to talk freely about their
perceptions of the appropriateness and effectiveness of the government’s policies to reform
higher education in Mongolia. As with the other topics, specific themes emerged during the
coding process. As noted above, five themes, representing the government’s policy
priorities in higher education, were created and organized under this topic. They are: (1)
competition; (2) flexibility; (3) internationalization; (4) public-private partnership; (5)
quality improvement and rationalization; and (5) a shift to TVET. “Positive” and “negative”

responses within the themes were structure under each theme, as shown in Figure 16.
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Figure 16: Structure of the themes under “Responses to policy directions”
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the interviewees, except public university staff. It is worth noting that public university
staff are the ones who went through the most significant changes — a complete shift from
the Russian/Soviet model of higher education to the North American model. They also lost
their positions as the sole providers of the social elites, along with the financial stability
they enjoyed during the communist period. It is therefore understandable that some of them
consider that “internationalization” is merely copying the North American system and is
not suitable for the Mongolian context. On the other hand, private university staff,
employers, and development agency staff welcome “internationalization” as a way to
improve higher education and, therefore, productivity of the graduates. Private university
staff view competition and the shift to TVET negatively, however. This was expected,
given that these factors have a direct impact on the survival of private HEIs. Another
interesting finding was that among senior officials, the government’s policy effort on

quality improvement and rationalization is perceived negatively, though it is perceived
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positively by other groups. This reflects the government’s dissatisfaction with the current
system and its will to further improve the quality assurance system. Table 48 below
presents the most and the second most frequently mentioned themes by each group of

Interviewees.

Table 48: Comparison of number of coded references by group

Group Most frequently coded 2nd most frequently coded
All interviewees Internationalization: positive (15) | Quality improvement measures:
positive (12)
Senior officials Quality improvement and | Competition: positive (3)
rationalization: negative (3)
Public university staff Internationalization: negative (3) | Internationalization: positive (2)
Private university staff Internationalization: positive (3) | Competition: negative (1)
Shift to TVET: negative (1)
Public-private partnership:
positive (1)
Employers Internationalization: positive (3) | Flexibility: positive (2)
Public-private partnership:
positive (2)
Development agency staff | Quality improvement and | Internationalization: positive (4)
rationalization: positive (9)

5.2 Overall results from the policy document analysis

Document analysis is a systematic procedure for reviewing or evaluating
documents that contain text (words) and images that have been recorded without a
researcher’s intervention (Bowen, 2009). This section presents the overall findings of the
analysis of the publicly available policy and strategic documents produced by government

authorities and international development partners. The main purpose of this analysis was
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to identify the trends of policy development in higher education reform and understand the
dynamics behind such reforms. This provides a basis for understanding the government’s
responses to overeducation. This analysis also acts as a triangulation process to verify the
findings of the analysis of the interviews. Since documents vary in length and nature, data
abstraction was conducted for all documents. Data abstraction is a process that aims to
capture as much potentially relevant text as possible without prejudging the content.

Abstracted documents were then coded and analyzed.

5.2.1 Summary of the key policy documents analyzed

In this section, each of the documents included for analysis is briefly summarized.
The documents are divided into two categories: government documents and international
development partner documents. A full summary of each can be found in Appendix 6 and

Appendix 7.

5.2.1.1 Government documents

Mongolia's “Economic Growth Support and Poverty Reduction Strategy”
(EGSPRS) that was submitted to the International Monetary Fund (IMF) as its poverty
reduction strategy paper, was adopted in 2003. It envisions lowering the level of extreme
poverty by 50 percent by 2015, through sustained economic growth. In this document it is
stated that the government aims to enhance economic growth and support sustainable
livelihoods among the population through three main pillars: (1) macroeconomic stability,

(2) improving the business climate, and (3) human capital enhancement. Strategies to
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achieve the goals cover wide range of interventions, including economic restructuring with
privatization, the development of ICT, land reform, the improvement of governance, the
promotion of gender equality, and the improvement of access to and quality of public
services. In this context, education is considered a priority area not only for reducing
poverty but also for generating economic growth. One of the education-specific strategies is
“(t)o improve the quality of accreditation process for the higher education institutions, to
upgrade the level of higher education up to the international standards” (p.132).

The National Development Strategy, adopted in 2008, targets double-digit
economic growth and per-capita GDP to reach USD 12,000 by 2021. With Mongolia’s vast
mineral repository, this growth is expected to come primarily from mining and
mining-related foreign direct investment. The important feature of this document is
mainstreaming of the Millennium Development Goals (MDGs) in the development strategy.
Achieving the MDGs is considered crucial for economic growth (2007-2015) and for
eventually making a transition to a knowledge-based society (2015-2021). Another
important feature of this document is its full embrace of globalization and information
technology (IT). Mongolia’s priority areas for national development focus on (1)
achievement of the MDGs and human development goals, (2) family values, (3) culture and
tradition, (4) environmental sustainability, (5) balanced economic growth, (6) an
export-oriented knowledge-based economy driven by private sector, and (7) democracy and
good governance. In order to realize these objectives, the government aims to increase the

competitiveness and prestige of higher education.
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The most important education policy document developed by the Mongolian
Government is probably the “Education Sector Master Plan” (2006). According to this plan,
several goals related to higher education have been revised and/or articulated. The focus of
this plan was the rationalization of the courses offered and students enrolled, as well as
improvement of quality, while capping the percentage of graduates with complete
secondary education enrolled in universities at 70 percent (an 11 percent reduction from

2006). They can be categorized as below.

Rationalization of enrolment and courses:

e By 2017, an increase in the enrolment of students in engineering, technology,
natural sciences, and a decrease the enrolment of students in the humanities, law
and the medical sciences.

e Provide tuition loans from the State Training Fund for three out of every five
students majoring in engineering technology, natural sciences, education and
agriculture, and for two out of every five students majoring in other subjects;
introduce merit-based scholarships; and set an optimal ratio between tuition loans,
grants, and scholarships.

e Undertake a comprehensive review of the financing and governance of higher
education institutions in Mongolia, aimed at course rationalization.

e Undertake a comprehensive review of higher education provision in Mongolia
aimed at course rationalization and national course and institutional accreditation

standards.
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Improving the quality of higher education:

Provide funding of $25,000 each for the national universities, for purchasing
textbooks, training manuals and other publications in foreign languages.

Register national universities on an inter-library network, and ensure that university
teachers, students and researchers have free access to this inter-library network.
Provide grants and support for in-service training for university teachers.

Develop the capacity of university teachers, through professional development and
joint programs with international universities, and provide support to those teachers
working in rural areas.

Set up a quality assurance system for higher education institutions.

Set international standards for premier universities.

As noted above, one major policy shift in recent years is a renewed focus on TVET. In

order to respond to increased demand from the booming mining industry and absorb

secondary education graduates who do not go to universities, the government is

encouraging students to enroll in TVET programs. The number of private TVET

institutions is therefore increasing. In the Education Sector Master Plan, the strategies to

enhance TVET include:

By 2015, increase the total number of students studying in TVET institutions by 24
percent compared to the 2009 baseline.

Build model TVET schools.
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e Enhance public-private partnerships.
e Develop a national TVET classification system, skills standards, and training

modules in line with labor market trends.

In this context, the Law of Mongolia on Professional Education and Training was
developed in 2008. This law establishes a National Council for TVET, which exercises the
highest authority in TVET, including in policy development, finance, and coordination. The
Council will not have separate staff. Rather, it comprises government implementing
agencies as well as representatives of private enterprises. The State administrative
organization is assigned to implement the Council’s decisions and is equipped with
powerful authority, including the power to create and close both state-owned and
non-state-owned TVET institutes. The law also states that a national standard shall be

developed and that all TVET teachers should have bachelor’s degrees.

5.2.1.2 International development partners’ documents

In Mongolia, the Asian Development Bank (ADB) is currently the largest provider
of support to higher education. In 2011 it approved a USD 20 million loan to reform the
higher education sector in Mongolia. During the project development process, various
reports and documents were developed. The challenges of Mongolian higher education
identified in one of these documents, a technical assistance consultant report (“Roadmap
for Higher Education”, ADB, 2010), are as follows: (1) insufficient investment in higher

education, (2) education-job mismatch and poor employability of the graduates, (3) lack of
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partnership mechanisms with the private sector, (4) excessive number of students and low
quality, (5) lack of equipment and facilities, and (6) lack of competitiveness of universities.
The reforms proposed are: (1) the articulation of higher education policies, (2) the
improvement of the quality assurance system, (3) the improvement of linkages between
education and the labor market, (4) control of the number of students in response to the
labor market’s needs, (5) the improved use of ICT, (6) the linking of public financing to
results, and (7) the improvement of the accountability of institutions. A proposed ADB loan
was developed based on these recommendations.

A document titled “Report and Recommendation of the President to the Board of
Directors”, prepared for this loan, identified the following challenges in higher education:
(1) low quality and relevance, and weak quality assurance, (2) low staff quality and an
inadequate learning and research environment, (3) ineffective governance and management,
a lack of autonomy, and weak leadership, (4) inadequate financing, and (5) a lack of equity
in access. Under this project, it is planned that all institutions will be accredited by a
strengthened national accreditation body and linkages between education and industry will
be improved through public-private partnerships. Financial incentives will be introduced
for institutions to improve the quality and relevance of the education services they provide,
also improving governance and accountability. Scholarships will also be increased for those
studying in priority areas (e.g., science and technology). Open and distance learning will
also be introduced in rural areas to improve equitable access to higher education.

UNESCO produced its national education support strategy for Mongolia in 2008

(Mongolia UNESCO National Education Support Strategy, UNESCO, 2008). It presents



177

UNESCO’s analysis of the government’s national education policies and proposes areas of
collaboration with UNESCO. For higher education, it states that although Mongolian
higher education has had many achievements, its recent rapid expansion has had a negative
effect on quality. It commends Mongolia’s higher education reforms in terms of
decentralization and flexibility, while questioning the effectiveness of the existing quality
assurance system. It also raises the issue of the current unequal access to higher education
and the importing of low-quality higher education services from overseas through the
establishment of branches of foreign universities without a rigorous quality assurance
mechanism. As stated in the document, “(o)n the whole, higher education in Mongolia is
characterized by poor quality, mismatch between demand and supply, outmoded and
irrelevant curricula and teaching methods, inadequate funding, and poor governance and
management practices” (p.17).

In 2002, the World Bank published a report called “Constructing Knowledge
Societies: New Challenges for Tertiary Education”, focusing on the challenges faced by
tertiary education in developing countries, especially in transition countries. The report
emphasizes knowledge as the major driver for sustained social development. In this context,
according to the report, higher education has “a critical role in supporting
knowledge-driven economic growth strategies and the construction of democratic, socially
cohesive societies” (p.23). The report presents the globally common challenges of higher
education, including: (1) the expansion of higher education under severe resource
constraints; (2) inequalities in access and outcomes; (3) inadequate education quality; (4)

low relevance to economic needs; and (5) rigid governance and management structures.
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According to the report, developing and transition countries are at higher risk of being
further marginalized in the globalized and market economy if they do not have functioning
higher education systems that maximize the creation and use of knowledge. According to
the report, with the increasing importance of higher education in developing and transition
countries, “the World Bank has renewed and deepened its commitment to enhancing the
contribution of tertiary education to economic and social development worldwide” (p.99).
The report has a short section on the World Bank’s directions for future support specific to
transition countries. After briefly discussing common challenges faced by higher education
(“tertiary education” in the report), it proposes specific options for the World Bank for

transition countries, as follows.

The leading options for improving tertiary education include introducing more
flexible and less specialized curricula, promoting shorter programs and courses,
making the regulatory framework less rigid, and relying on public funding
approaches that encourage institutions to respond to market demands for quality
and diversity. Other important options include improving access through the
provision of financial aid to students, requiring external participation in
governance, and professionalizing university administration. Public investments
are needed to build capacity for academic and management innovations, to expand
the breadth of course offerings at individual institutions, and to create new

programs in response to evolving demand-driven areas of learning. (p.113)
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In terms of country specific documents, in 2007 the World Bank published a report
titled, “Mongolia: Building the Skills for the New Economy”, which examines the
challenges in the labor market in Mongolia in light of the transition to a market economy.
This report identifies three major challenges: joblessness, the prevalence of informal jobs,
and skills mismatch, especially in general (e.g., critical thinking) and practical skills (e.g.,
English and IT). The document presents a series of policy options, including (1) making the
supply of skills more responsive to the labor market’s needs, through new standards and
curricula, and (2) enhancing productive employment opportunities through an improved
investment climate. More concretely, the report advocates for more flexible curricula for
education, as well as expansion and improvement of TVET as an alternative to higher
education. The report also discusses “education overqualification.” According to the report,
approximately 22 percent of secondary school graduates and 13 percent of college
graduates in Mongolia feel that their jobs require a lower level of education than their
actual level of education. The report also emphasizes the importance of TVET and “second
chance education” in reducing skills mismatch.

In 2010, the World Bank issued a policy note on tertiary education titled “Tertiary
Education in Mongolia: Meeting the Challenges of the Global Economy” (World Bank,
2010), which presents the challenges faced by higher education as well as policy
recommendations. The document lists the following three challenges: (1) low cost and low
quality of higher education, (2) a mismatch between skill supply and demand, and (3)
inequitable access. The policy recommendations listed in the document include the

establishment of a tertiary education commission; the creation of institutional ranking; the
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provision of incentives to institutions for quality improvement and participation in
accreditation; the alignment of the supply of skills to the demands of the market; and the
reform of the State Training Fund for effective and equitable distribution of scholarships.
Also in 2010, the UNESCO Beijing office commissioned a study on higher
education to assess the current situation in higher education of Mongolia (“Current State of
Higher Education in Mongolia,” UNESCO Beijing, 2010). The study reviewed existing
policies; conducted interviews and focus group discussions with policy makers, officials
and other stakeholders; and conducted a survey of students, instructors, faculty members,
and employers. The study analyzed the challenges of higher education sector from seven
perspectives: (1) policy and governance; (2) admission; (3) academic programs and
curriculum; (4) quality assurance; (5) budget and finance; (6) student affairs; and (7)
faculty. The challenges identified include: (1) the lack of systematic reform and of a vision
of higher education; (2) political interference; (3) a heavy dependence on tuition fees and
its impact on student selection; (4) rigid and overloaded academic programs; (5)
insufficient focus on research; (6) an ineffective quality assurance system and the lack of
incentives for quality improvement; (7) insufficient funding; and (8) a lack of equity in

access to higher education.

5.2.2. Results of the document analysis and discussion
The trend is clear that higher education is increasing in importance as a critical
foundation for sustained knowledge-based economic growth in the context of globalization.

“International competitiveness” was one of the keywords found in all of the analyzed
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documents. In addition, it was found that human development is a core value enshrined in
the analyzed documents. According to the documents, government and international
development partners seem to share a common vision of higher education. Higher
education is considered necessary for creating a just and democratic society, and despite the
fact that higher education is primarily funded by student fees, all of the analyzed documents
emphasize higher education as a public good.

The documents are similar in terms of their lists of issues and challenges faced by
higher education in Mongolia. These issues can be categorized into five categories: (1)
access to education (e.g., gender inequality, urban/rural gap), (2) the employability of
graduates (oversupply of graduates, skills mismatch), (3) education quality (low quality,
low research capacity, lack of linkages to the private sector, not meeting international
standards), (4) finance (insufficient funding, dependency on student fees), and (5)
management and governance (lack of autonomy, weak leadership). These categories
correspond to the categories that emerged from the analysis of the interviews, as presented
in the previous sections. Table 49 presents a comparison of the key messages of the
government and of development partners on the roles and issues of higher education, as

found in the analyzed policy documents.
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Table 49: Comparison of key messages: roles and issues of higher education

Role of higher education Issues faced by higher education
Government Foundation of knowledge-based e Inequality in access
economic growth and international | e Inadequate funding
competitiveness e Low quality

e Supply-demand mismatch
e Weak management and

governance

International Necessary for national e Inconsistent policies

development partners | development and international ¢ Inadequate funding
competitiveness; foundation of just | o Inequality in access
and democratic society e Low quality

¢ Supply-demand mismatch
e Weak management and
governance

When government policies and the policy recommendations of international
development partners are compared, it becomes clear that they are almost identical. This
similarity is not surprising considering that the government and international development
partners share a similar vision of higher education and the challenges they identify are also
similar. This similarity is also likely to be a result of the influence that international and
national experts, funded by international development partners, have on developing the
government’s vision. For example, ADB provided instrumental support (both financial and
technical) to the development of the Education Master Plan of Mongolia. This does not, of
course, mean that the international development partners shape the government’s policies,
but the exchange of information is likely to have an impact. In this regard, it is worth noting
the similarity between the recommendations in “Constructing Knowledge Societies: New

Challenges for Tertiary Education” (World Bank, 2002), which set areas for the World
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Bank’s support in reforming higher education globally and especially for transition
countries, and the policies actually set by the Mongolian Government.

The policies and policy recommendations implemented or proposed are as
summarized below (a full list of the policies and policy recommendations of each document
is presented in Appendix 7).

e Regulate enrolment

e Rationalize institutes and programs

e Improve the quality assurance system

e Improve and update curricula and teaching methodology (leaner-centered, practical,
flexible, and responsive to the market’s needs)

e Improve quality (faculty, equipment)

e Upgrade Mongolian higher education to meet international standards

e Expand TVET

e Improve management and governance

e Enhance public-private partnerships

e Harness ICT in higher education

e Introduce competitive funding

e Introduce funding linked to institutional performance

Another feature of the documents is their emphasis on globalization, international
competitiveness, and knowledge-based economic growth. This justifies investment in and

reform of higher education, modeled after other more “developed” countries. As discussed
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in earlier sections of this study, education — higher education in particular — is a very
political matter in Mongolia. By referring to globalization and to the need to be
internationally competitive, policy makers may be (consciously or unconsciously) using
this rhetoric to generate pressure for reforms and avoid political conflict.

From examining these policies and policy recommendations, it becomes clear that
they are largely correctional measures to ameliorate the adverse effects of the initial higher
education reform of the early 1990s. Deregulation, privatization, and introduction of tuition
fees were the main features of higher education reforms in most of the Central Asian
countries after 1990, as summarized in Steiner-Khamsi and Stolpe (2006). These reforms
were financially supported by international development partners and many of the countries
receiving this financial support, including Mongolia, adopted a “universal language of
reform” (Steiner-Khamsi, 2006, p.186), which seems to have continued to be the case in the
current period of reforms in higher education. One can imagine that this language helped
the Government to receive a USD 20 million loan from ADB to implement the reforms,
which was approved in 2011. This indicates that education transfer is a continuous cyclic

process, as shown in Figure 9.
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5.3 Synthesis of the findings from the qualitative analyses

In the previous sections of this chapter, the findings from the qualitative analysis
were presented and discussed. These findings are further discussed under six major

headings below.

(1) Stakeholders agree that overeducation and skills mismatch are prevalent
in Mongolia as a result of the education reform during the transition. As discussed in
the previous sections, this study found that overeducation is prevalent in Mongolia and is
considered a challenge by policy makers, HEIs, and development agencies. Overeducation
is a product of mass higher education which started in the United States in the 1960s,
followed by Europe and Japan in the 1970s and 1980s. In Mongolia, the shift from elite to
mass higher education started with the collapse of the Soviet Union in 1991. The expansion
of higher education in Mongolia was primarily demand-driven, supported by the Mongolian
tradition of highly valuing education in general and the economic prospects that higher
education was associated with during the Soviet era. On the supply side, the number of
HEIs increased, both public and private, through deregulation (e.g., introduction of private
HEIs and tuition fees). Expansion of higher education was also regarded as a process of
democratization and this process was heavily influenced and funded by development
agencies such as the World Bank and the ADB. It could be said that higher education

expansion was part of a “reform package” for transition countries.
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(2) Employability of graduates is one of the major challenges of higher
education in Mongolia. Key stakeholders feel that graduate unemployment and
overeducation are caused by (1) over-supply of graduates (lack of absorption capacity of
the labor market) and (2) mismatch between the knowledge and skills taught at HEIs and
those demanded by the labor market. At the same time, however, students continue to
pursue higher education in order to remain competitive in the labor market. Given the
financial structure of the HEIs, which heavily depends on tuition fees for their operation,
the number of higher education students will continue to rise. It is therefore expected that

overeducation will be a long-term phenomenon in Mongolia.

(3) Government recognizes the challenges facing higher education in
Mongolia and has taken policy actions to respond, with influence from international
development partners. Inequality in access, inadequate funding, low quality, and weak
management and governance are among the major issues addressed by government policies.
A supply-demand mismatch (oversupply of graduates and skills mismatch) is considered a
critical challenge. While controlling the number of graduates through the rationalization of
existing HEIs and introducing a cap on the number of HEI students are considered
necessary, improving the quality of higher education and its relevance to the labor market
so that Mongolia can improve its international competitiveness, is considered most
important. Other policy responses include the expansion of TVET and the improvement of

management and governance. These policies are very similar to the policy
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recommendations provided by international development partners. This suggests that these

policies are most probably influenced by such institutional partners.

(4) Education transfer in Mongolia is a continuous process: Mongolia heavily
borrowed policies to reform higher education during the transition and now it is
borrowing its remedy. In the initial stage of the transition, higher education in Mongolia
went through significant reform, heavily influenced and funded by international
development partners. Many of the policies introduced under this reform including
deregulation, privatization, introduction of tuition fees and more flexible curricula, were
part of the “reform package” applied to most post-transition countries by the international
development partners. The Mongolian Government implemented policies selectively,
however. For instance, although curriculum reform and learner-centered teaching
methodology were introduced, many faculty members continued to teach “old” curricula
and used the same teaching methodology they used in the pre-transition period. Thus, 20
years after the transition, the current higher education reform is a corrective action to the
original reform. The reforms taking place now are again heavily influenced and funded by

international development partners. This shows the continuous nature of policy borrowing.

(5) Nature (or the politics) of education transfer in Mongolia may be changing

over time from “compelling” to “influencing.” It is yet unclear whether it is moving

towards “selling” though some findings imply that it may be happening. In the early

1990s, Mongolia was flooded with “international experts” to help Mongolia survive the
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transition and become a “free and democratic” state. Mongolia, experiencing an extreme

form of a financial crisis, had no other option than accept them. In this sense, there is no

doubt that the nature of policy borrowing happened during the initial state of the transition

was that of “compelling.” Mongolia’s economic prospects since then have changed

dramatically. Mongolia is now a middle income country with a promising future. Its

geopolitical importance also makes neighboring countries to form allies with Mongolia.

The nature of policy borrowing also changed during this process, emphasizing local

ownership and partnerships. At the same time, however, the availability of funds continued

to play a key role in determining which policies to be transferred (“influencing”). As the

Mongolian economy further developed, Mongolia started look for more technical support

hoping to upgrade Mongolian education to meet the “international standards.” Some

analytical work requested (e.g., higher education sector review by UNESCO Beijing) by

the government was not necessarily linked to funding, indicating that the government may

be becoming more able to select policies from “the international market” (Johnson, 2006).

The nature of policy borrowing may be becoming that of “selling,” which may be leading

to “gelling.” The trajectory of policy borrowing can therefore be described in Figure 17.
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Figure 17: Trajectory of policy borrowing in higher education in Mongolia, after the
transition
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(5) Globalization, international competitiveness, and a knowledge-based
economy are the mantra of Mongolia’s national development strategy, and higher
education plays a critical role. However, some stakeholders are concerned with the
speed and magnitude of “importing foreign policies.” The key national development
strategies analyzed in this study suggest that Mongolia’s vision of development is to
achieve sustainable development through further integration into the global market with
enhanced international competitiveness of Mongolian goods and services. Though
Mongolia is rich in natural resources, which have been the driving force of its economic
development since the transition, Mongolia aims to embark on building a knowledge-based
economy with a focus on high-level technology. Quite understandably, higher education
that meets “international standards” is considered crucial in this process. Technically and

financially supported by international development partners, Mongolia adopted several
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reform policies, mostly borrowing from international experiences. Some stakeholders,
including staff from international development partners, are concerned that this policy
borrowing is happening too quickly and without thorough analysis of the Mongolian

context.

(6) Reforms have been put in place in order to translate these policies into
action but stakeholders have mixed feelings regarding the effectiveness of such
policies. A number of policies have been announced. For example, greater financial support
will be given to students in focus areas such as science and engineering; curricula will be
revised to better align courses with the labor market demand; and more funds will be made
available for “campus development” and upgrading the skills of teachers. Universities are
yet to feel the effect of such reforms, however. While the importance of responding to
demand from the labor market is recognized, some university presidents and officials are
reluctant to exclusively follow market demand, emphasizing that learning itself has value,
even though it may not directly lead to employment. This may be a source of resistance that
may have affected the existing quality assurance mechanism, causing “selective” borrowing
of the quality assurance policies that were introduced in Mongolia since the transition. This
quality assurance system had started to function in terms of regulating small private HEIs
and improving the general quality of higher education in Mongolia, but as the qualitative
analysis of this study has found, stakeholders perceive that the quality assurance system
should be further enforced and transparency should be improved to facilitate consolidation

of small HEIs or provide a benchmark for quality improvement.
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CHAPTER VI: CONCLUSIONS, LIMITATIONS AND AREAS FOR FURTHER
RESEARCH
6.1 Conclusions
This section provides a summary of the findings and the analyses, followed by the
conclusions for each of the research questions, leading to the construction of answers to the

overarching question.

Research question 1: What is the incidence of overeducation in Mongolia, and how has the

trend changed over time (2002/3 to 2007/8), by individual and job characteristics?

The overall incidence of overeducation in Mongolia in 2007/2008 was 24.8
percent for males and 28.8 percent for females. This is higher than the average (13.1
percent) for studies using realized match (RM) method (Groot and Maassen van den Brink,
2000) from Europe and the United States, while the figures are similar to other findings in
the Asia-Pacific region. For example, Cohn and Ng (2000) found that in 1991, 35 percent
of males and 44 percent of females in Hong Kong are overeducated, using the MD method
of measuring overeducation. Similarly, a study from Taiwan (Hung, 2008) using the AE
method found that 17.31% of the population is overeducated.

The incidence of overeducation in Mongolia was also confirmed through the
qualitative analysis. One of the interviewees mentioned “degree inflation” while others

talked about the difficulty graduates face in finding an appropriate job for their
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qualifications and how people are forced to apply for jobs that do not match their level of
education.

The study found that more women are overeducated compared to men and more
people in urban areas are overeducated compared to people in rural areas, for both
2002/2003 and 2007/2008. The findings from the multinominal logit analysis showed that
the more educated a person is, the higher the odds of being overeducated. Belonging to the
pre-reform generation and having an unpaid job also increase the odds of being
overeducated. This implies that education before the transition (pre-reform) may not be
relevant to the current labor market and therefore older people tend to be more
overeducated. Similarly, those with unpaid work may not have skills relevant for the
current labor market and are therefore not able to find paid work.

When the type of the job (paid, unpaid, and own account) was included in the
model (model 2), however, the findings indicate that being male increases the probability of
being overeducated and living in urban area decreases the odds of being overeducated.
While this finding appears to contradict the findings of the previous model, this result can
be explained by the fact that the data sets include all workers (both paid and unpaid job,
formal and informal sectors). Although the share of agriculture in the Mongolian economy
is declining steadily, in 2007/2008 more than 34 percent of the workers were engaged in
agriculture. Most informal agriculture workers (i.e., herders) are men. Thus, the results
suggest that there may be wasted human capital in rural areas where many educated men

are engaged in an informal agricultural sector.
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Although the 2002/2003 data and 2007/2008 data were not obtained in the same
manner and direct comparisons are difficult, some observations can be made. It was
observed, for example, that the overall incidence of overeducation declined between
2002/2003 and 2007/2008. In 2002/2003, 37.5 percent of the surveyed population was
overeducated, while in 2007/2008 the share of overeducated people had declined to 26.8
percent. At the same time, the share of adequately education people almost doubled. This is
contrary to the initial expectations of the study, and supports the finding of the qualitative
analysis that the various reforms has started to show some effects and the labor market has

started to function.

Research question 2: What is the impact of overeducation on individual earnings in

Mongolia?

Years of schooling have a positive and statistically significant return to individual
wages. When differences in occupational categories are not considered, one additional year
of education increases monthly wages by 0.136. Even when differences in occupational
categories were included in the model, the rate of return to education remained positive at
0.10.

When the ORU method was applied, returns to a year of adequate schooling were
0.19 for model 1 (without occupational categories) and 0.22 for model 2 (with occupational
categories). Returns to a year of overeducation were 0.10 for model 1 and 0.101 for model

2, while returns to a year of undereducation were -0.106 for model 1 and -0.10 for model 2.
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These figures are in a similar range to those in studies from the Netherlands (van der Meer,
2006), Germany (Bauer, 2002), Hong Kong (Cohn and Ng, 2000), and USA (Daly et al,
2000), suggesting that even in a developing country like Mongolia, overeducation and
undereducation has an impact on wages that is similar to the impact found in more
developed economies: the return to overeducation is positive but smaller than to adequate
education while the return to undereducation is negative. The results from another
regression model, which included industries of employment rather than occupational
categories, showed a similar trend (a positive but smaller return to overeducation than to
adequate education and a negative return to undereducation).

The previous section discussed how being male increases the odds of being
overeducated. The regression analysis suggests that being male is associated with higher
wages, with everything else held constant. The picture looks different, however, when rates
of return to overeducation and undereducation are analyzed. The results of the regression
analysis indicate that the rate of return to a year of overeducation for men is smaller than
that for women (-0.048), while the rate of return to a year of undereducation for men is
larger than those for women (0.092). This suggests that while men are at higher risk of
being overeducated, once they have paid job their wages are less sensitive to their
education status (adequately educated, overeducated, or undereducated) compared to
women. Although this is similar to the findings in previous studies, this was somewhat
unexpected. Mongolia is one of the countries that faces a “reverse gender gap”, where men
tend to have lower educational attainment than women. In a recent report from the World

Economic Forum (Global Gender Gap Report 2010), Mongolia was ranked number 2
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among 134 countries in terms of “economic participation” by both men and women.
However, the results of this analysis showed persistent gender gaps in wages. At the same
time, women tend to benefit from overeducation than men since rates of return to years of
education beyond the required level of education are larger for women. Women may be
pursuing more education in order to compensate their wage differences in the labor market,
which may still be dominated by men. More in-depth analyses on impact of gender on
overeducation could shed a light on this complicated issue. Further study is therefore

needed.

Research question 3: How do the key stakeholders (e.g.. government officials, university

presidents, employers, academics, and officials from donor agencies) perceive the issue of

overeducation (reasons for overeducation and impact of overeducation)?

All stakeholders interviewed agreed that Mongolian higher education expanded
rapidly after the transition, mainly due to deregulation and privatization. From the
government perspective — in the new market-oriented society — responding to people’s
needs, including the need for access to higher education, was a priority. All interviewees
mentioned that Mongolian people value education highly and consider higher education as
a path to joining the intellectual elite. With expanded access to higher education, it was
natural that enrolments doubled in only 10 years. Stakeholders from different backgrounds
(government, universities, and employers) agreed that the issue of overeducation or “degree

inflation” arose, though perceptions of the magnitude of the problem varied. While
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concerned with increased difficulties new graduates have in finding employment,
government officials tended to be optimistic and perceive the current situation as a
transitional one. They believe that with some policy interventions (e.g., improved quality
assurance, introduction of internship programs, and capping enrolments in public
universities), the market will regulate itself eventually. On the other hand, universities are
facing a dilemma, caught between the need to ensure their own survival and the grim
employment prospects of their graduates, which will hurt the reputation of their institutions,
and they therefore demand more support from the government. They are also somewhat
frustrated that the new entrants are less intellectually capable and less motivated to study
compared to the pre-reform era students, but seem to agree that this is an inevitable
phenomenon of mass higher education. Their focus now is more on how to motivate their
students to take the initiative in their learning.

As expected, the key stakeholders interviewed did not necessarily see the
“overproduction” of graduates as an issue. Although it was clearly a political and economic
decision to expand higher education after the transition, respondents were unanimous in
saying that Mongolia needs to develop its intellectual base through better higher education,
and that Mongolia needs a better-educated population for its national development. This
view was clearly stated in the policy documents analyzed. The major issues are rather in the
general quality of higher education (e.g., high teacher-student ratio) and the mismatch
between the courses taught and the labor market’s needs.

Political tension still exists between two groups of stakeholders — those in support

of the North American model and those who prefer the previous (Soviet) model.



197

Considering the demand from employers as well as parents for education that meets labor
market demand, it is unlikely that the government of Mongolia will shift its direction away
from the current trend of following the North American model. Mongolia may however,

take some time to develop a “Mongolian style” of higher education.

Research question 4: What kinds of policies have been formulated by the government or

donor agencies to address the issue of overeducation?

Although there is no policy that specifically addresses “overeducation,” the
government is making an effort to control the flow of students into higher levels of
education, especially in areas of social sciences and business, areas covered by the most of
the small, private HEIs. In the Education Sector Master Plan, it was stated that “enrollment
is still not correlated with labor market demand and national development policies and
priorities”, and “there are insufficient graduates in natural science, agriculture, engineering
and technology, and teaching”. In response to these challenges, the Mongolian Government
is planning to increase enrollments of students majoring in areas of high demand, such as
engineering, technology, natural sciences, education and agriculture, while slightly
reducing the number of enrollments in humanities, law and medical sciences. This will be
done through the provision of student loans and scholarships to students majoring in
priority subject areas. The government is also offering stipends to students who enroll in
TVET courses, in order to meet demand for technicians for Mongolia’s booming mining

industry. Furthermore, the government plans to increase number of TVET institutions,
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including the private ones, through enhanced public-private partnerships. This is expected
to better align the skills of graduates with labor market demands. Since many small, private
HEIs do not have the financial and human resource capacity to offer degrees in the priority
areas, the number of HEIs may decrease over time. At the same time, the government plans
to improve the quality assurance mechanism and introduce competitive funding
mechanisms to improve management and governance of HEIs.

The ultimate aim of higher education reform in Mongolia is to achieve
knowledge-based economic development to make Mongolia internationally competitive. In
this context, policies were imported from other countries at the initial stage of the transition
(e.g., deregulation, privatization and introduction of tuition fees), and the adoption of such
policies was often supported by international development partners. The qualitative
analysis conducted as part of this study suggests that the current reform policies were
probably influenced by international development partners, if not formulated by them. With
the possibility of receiving substantial loans to implement the reforms, the government may
have voluntarily adopted recommendations from international consultants. As noted
previously, this seems to have played a critical role in securing funding from ADB (USD
20 million loan) for implementing education reform. This is clearly an example of how
“economics of policy borrowing” (e.g., Steiner-Khamsi, 2006) works in a developing
country. It also shows how imported policies are implemented and internalized, leading to

another cross-national attraction for importing further reforms (Phillips & Ochs, 2003).
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Research question 5: What are the perceptions of the key stakeholders on the effectiveness

of policies addressing overeducation?

The perceived effectiveness of the existing policies and policies in the pipeline
seem to differ between stakeholders. Naturally, interviewees from the MECS are more
confident about the effectiveness of the policies compared to interviewees from universities
and private organizations. Universities (both public and private) hope to see more support
from the government in future. Private universities, in particular, feel that the competition
with public universities is unfair due to the “negative image” of private universities and the
lack of the financial and legal support for them from the government. Private employers
would like to see the further streamlining of HEIs and better linkages between education
and labor market demand. As noted above, despite the challenges they face, most of the
interviewees said that the Mongolian higher education system is moving in the right
direction in terms of improving the quality of education since Mongolia needs good quality
higher education in order to create a “knowledge-based economy” that is “internationally
competitive.”

While the pressure of globalization has certainly helped in legitimizing higher
education reform, respondents had reservations about how the reform policies have been
identified, developed and implemented. Some criticized the government for importing a
North American style of higher education system without considering the Mongolian
context. There is tension between those who support the North American (or

“international””) model and those who believe the Soviet model was better. This debate
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indicates that there is concern among the stakeholders over education policy transfer in

higher education in Mongolia.

Overarching question: What has been the impact of higher education expansion on

overeducation of Mongolian graduates over time? Is overeducation occurring in Mongolia,

a developing country with a relatively small economy? What policies have been

implemented or can be recommended to address this issue?

Even though more than 20 years have passed since the end of the communist era, it
is clear that Mongolia is still in a process of transforming its higher education system from
one that is centrally-managed and highly controlled to one that is open and market-oriented.
The higher education system is expected to produce the country’s leaders as well as
respond to the market needs for human resources, leading to the creation of a
knowledge-based economy that is international competitive.

The rapid expansion of higher education in Mongolia has been fueled by strong
demand driven by traditionally strong value of education, the good economic prospects of
higher education graduates, and the need for new knowledge and skills in a globalized
world (e.g., English, business and marketing skills). This demand was met by a greater
supply of HEIs, driven by privatization and deregulation — two major features of the
transition period, which were often technically and financially supported by international
development partners. In this sense, it can be said that Mongolia’s experience with regard

to its higher education sector is similar to those in other former communist countries. The
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higher education reforms introduced in Mongolia during the initial stage of the transition
are very similar to the ones introduced in other former-communist countries. This suggests
that higher education reform was one of the “traveling reforms” facilitated by international
development partners and actively adopted by the government.

The findings from the quantitative analysis show that both overeducation and
undereducation do exist in Mongolia. The percentages of overeducated and undereducated
workers fall within the ranges found in previous studies that used similar definitions of
overeducation and undereducation. This supports the assumption underlying this study, that
overeducation can happen even in a small country with a relatively small economy that is
heavily reliant on natural resources and agriculture.

This study found that more women are overeducated than men and more people in
urban areas are overeducated than people in rural areas. After controlling for factors such as
education and marital status, however, the study found that being male actually increases
the odds of being overeducated, and living in urban area decreases the odds. This suggests
that the government may need to provide skills training to men in rural areas to improve
their education-job match and may need to create more employment opportunities in rural
areas. The findings also show that the rate of return to each year of overeducation is
positive but smaller than that to adequate education. This finding is consistent with
previous studies about overeducation. Although the 2002/2003 data was not directly
comparable with the 2007/2008 data, the study findings indicate that the incidence of
overeducation is decreasing while the rate of return to adequate education is increasing.

This may be due to Mongolia’s recent economic development driven by its mining sector
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and diversification of the labor market which may have created more demand for educated
workers. From this perspective, despite negative perception of “surplus” education among
the general public and policy makers, overeducation in Mongolia may have had a positive
impact by providing more educated workers that are needed for expanding industries such
as service sector. It can also be said that the policies introduced by the government have
been effective in improving the education-job match among recent graduates, and therefore
the criticism they have received from the public is undeserved.

The responses of the interviewees show that the rapid expansion of higher
education has had a significant and negative impact on the quality of education as well as
on the employability of graduates. Private HEIs are regarded as second class institutions
and many of them struggle to survive. Insufficient financial resources, other than tuition
fees, force HEIs to increase the number of students in order to ensure sufficient income.
Many of these struggling HEIs, private and public, are becoming “diploma mills” and
enroll far more students than they can provide with good quality education. As a result,
many HEI graduates, even those who graduate from prestigious universities, are having
difficulty in securing employment. As noted above, this led to calls for better alignment
between higher education and labor market demand. Several government policies have
been formed in response to this situation, including the establishment of a quality assurance
mechanism, the rationalization of existing HEIs, and a shift of emphasis to TVET.
Although the results of the quantitative analysis suggest some positive effect of the policies

on improving higher education (at least in terms of education-job match), the effect of these
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policies is yet to be recognized by the stakeholders and it is likely to take time for Mongolia
to “complete” this transition to a new higher education system.

Throughout the qualitative analysis process, traces of the “politics and economics
of education transfer” were evident when higher education policy development in Mongolia
was examined. Up to 1990, Mongolian higher education was integrated into the Soviet
system, producing only the human resources required for implementation of national
development plans, which were closely linked to those of the Soviet Union. Leaders were
trained almost exclusively in the Soviet Union or in Central and Eastern Europe. With
Mongolia’s economy heavily dependent on the Soviet Union, Mongolia did not have any
choice but to produce what was required by the Soviet Union. This situation changed
completely in 1990 with collapse of the Soviet Union and its economic bloc. Mongolia had
to quickly adapt to the new and globalized economic system. During the initial stage of the
transition, the education sector was completely reformed, including the higher education
sub-sector. International development partners played a crucial role in providing advice
based on “best practices” from developed countries as well as in providing funding for the
reforms. These international best practices legitimized what would otherwise have been
perceived as radical higher education reforms in Mongolia, such as the privatization of
universities, the introduction of tuition fees, and a learner-centered curriculum. The
interviews with key stakeholders revealed that some of the reforms, especially the
learner-centered curriculum, were not implemented in accordance with policy documents.
For instance, professors continued to use the same textbooks and same pedagogy from the

pre-reform period, while presenting it as “learner-centered”. This is an example of
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“Mongolization” of the reform. Such shortcomings of the reform led to the government
examining yet further “best practices,” completing a cycle of education transfer as
described by Phillips & Ochs (2003). The new cycle of education transfer thus began again
with technical and financial support from international development partners.

The aim of the current reform is to upgrade higher education in Mongolia to an
“international level” which will produce the standard of human resources required to create
a knowledge-based economy and enhance Mongolia’s competitiveness in the global market.
In this context, the government and other stakeholders are not concerned with the
over-supply of higher education graduates per se. Rather, they are frustrated with the low
quality of HEIs as these HEIs are not able to produce graduates with skills that are relevant
to the current labor market. Although some interviewees made a point that higher education
is not all about finding a better job and is also about improving one’s quality of life and
improving society through greater knowledge, this view remains a minority one and
political decisions have already been made to introduce quality enhancement measures such
as improvement of the quality assurance body, the rationalization of HEIs and programs,
and introduction of a competitive funding scheme. Further research will be needed to

observe the effects of these policies over time.
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6.2 Limitations and areas for further studies

This study offers a rare analysis of the incidence and impact of overeducation as
well as the policy development process in response to overeducation in a developing
country, Mongolia, but there are several limitations to the study, and therefore further
research is required in certain areas.

Firstly, this study focuses primarily on the wage premium obtained by higher
education and therefore does not analyze educational benefits beyond individual income.

McMahon (2006) defines such “nonmarket benefits” of education as follows:

The nonmarket benefits of education are those that result from the use of human
capital during non labor-market hours. Education increases the productivity of
time spent at home and in the community as it is used to produce private
satisfactions such as enjoyment from reading and social benefits to the community
such as activities contributing to effective civic institutions and charitable

institutions (p.267).

In addition to not examining these non-market benefits, this study was not able to
incorporate the social impacts of education (e.g, a declining crime rate, declining fertility
rates, improved life expectancy, and improved access to education for children) that have
been reported in previous research (e.g., United Nations, 1995; Muller, 2002; Wong et al.,

2002; Grossmann, 2005; and Buonanno and Leonida, 2009).
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As the required data was unavailabile, the study could not assess the “negative”
impacts of overeducation (e.g., reduced productivity, increased production costs). At the
same time, this study did not analyze potential “positive” impacts of overeducation. For
instance, having a better educated workforce may benefit the entire workforce, regardless
of the level of education actually required by the job. In fact, overeducation maybe, overall,
a positive phenomenon that can be a basis for economic development by improving the
education level of the overall workforce. While Mongolia’s recent economic boom has
been largely from the mining industry, overeducated workers may be contributing to
diversifying the industry as recently observed. The narrow definition of overeducation and
its impact on wages, as used in this study, may result in an underestimation of the actual
impact of overeducation, either positive or negative. Therefore, this study by no means
aims to assess the “optimum level of education” for Mongolia. Rather, it aims to shed light
on the potential underutilization of the educated workforce in Mongolia in the existing
labor market.

Secondly, due to lack of data, the impact of the quality of higher education could
not be analyzed. Overeducation can be explained, from a human capital theory perspective,
as being a result of low quality education. When the quality of higher education is low,
individuals need more years to obtain the same level of skills and knowledge that would
have been obtained in fewer years through a better quality education. For instance, 4 years
in a poor quality HEI may be equivalent only to 2 years in a good quality HEI, resulting in
overeducation among graduates of low-quality HEIs. According to this theory, the

incidence of overeducation tends to be higher among the graduates of low-quality HEIs
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(Robst, 1999). Since the quality of education in Mongolian HEIs varies significantly, as
discussed in Chapter V, an analysis of the impact of the quality of education on
overeducation would have provided very useful insights. This aspect should be further
studied in future research.

Thirdly, this study also limited its focus to individuals with employment and
therefore did not examine the important issue of unemployment among higher education
graduates. As discussed previously, the unemployment rate among higher education
graduates is higher than that of secondary education graduates in Mongolia. Every year, a
substantial number of new graduates from HEIs struggle to find employment and many
would rather remain unemployed than take a job that does not correspond with their
educational qualifications. Reflecting this phenomenon, one of the major criticisms of the
Mongolian higher education sector is that it is simply delaying unemployment by providing
low-quality education that does not meet the demands of the labor market. Further research
is needed to understand the true impact of overeducation on employment and earnings.

Fourthly, there is one particular phenomenon that could not be explained in this
study. That is the negative coefficients on wages to holding “high-level” jobs compared to
elementary jobs when years of adequate education, overeducation, and undereducation are
controlled. One potential culprit is a biased data. As discussed in earlier sections,
significant number of observations had to be dropped due to missing values. While having
large number of observations with missing values is normal in such a survey especially
conducted in developing countries, the magnitude of its impact on robustness of the

analysis is unknown and if the datasets are truly biased, the validity of all results may be
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questioned. Further investigation will therefore be needed to verify the findings of this
study.

Fifthly, in order to ensure that the minimum number of workers are included in the
job categories, aggregated job categories were used for calculating required, over, and
undereducation in this study. While this was necessary in Mongolia where certain job
categories have limited workers, the robustness of the analyses may have been
compromised. This is one of the challenges using AE or MD approaches especially in
developing countries. For future studies, this aspect needs to be further analyzed and any
bias should be corrected.

Finally, this study primarily focused on quantitative analysis of the incidence and
impact of overeducation and provided limited analysis of policy responses and their
processes. This was due to time constraints as well as a need for political sensitivity. The
small number of interviewees also made validation of the information extremely difficult.
While findings from this study are believed to have shed some light on important aspects of
policy formulation in response to overeducation, future studies on this topic could increase
the number of informants and could include interviews with parents and students. It would
also be useful to increase the number of private companies in order to better understand the
types of skills and knowledge demanded by the labor market. Other information collection
techniques such as focus group discussions and questionnaires may be utilized to obtain

more information.
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APPENDIX 1: INFORMED CONSENT FORMS (ENGLISH AND MONGOLIAN)
Informed Consent Form — Individual In-depth Interview

My name is Satoko Yano. I am a graduate student at Teachers College, Columbia
University, currently pursuing a doctoral degree in Comparative & International Education.
I am writing to invite you to participate in my doctoral dissertation research. The purpose of
my research is to study the impact of education on individual income and employment
pattern in Mongolia.

People who are willing to participate will be asked to join an individual interview lasting
for half an hour to one hour. For research purposes, the interview will be recorded upon
your approval. All information collected during the interview will be kept confidential and
anonymous. Your name will not appear in any papers or reports. Pseudo names will be used
to ensure confidentiality and privacy.

Your participation in this research is completely voluntary. You are free to refuse to
participate in this study or to withdraw from this study at any time. Your decision to
withdraw will bring no negative consequences. There is no direct benefit to participants.
The indirect benefits of participation include improved policies and resources regarding
education in Mongolia, particularly in higher education. The long term benefits also include
improved educational outcomes for improved education-labor transition among the
graduates. The potential risks involved in this study are minimal yet similar to answering
questions about education policies. In order to minimize the risk, identity of participants
and locations will be kept confidential.

If you agree to participate in the study, please sign this consent form. Should you have any
questions or concerns, please feel free to contact me by my email: satokoyn@hotmail.com.

Thank you very much for your participation!
Sincerely,

Satoko Yano, Ph. D. Student

Department of International & Transcultural Studies
Teachers College Columbia University

I agree to participate in the individual in-depth interview of this study.
Signature:
Date:
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l'annaapuuican ipuJnIIara erexXuir 36BII6OPCOH MIIBIAIX Xyyaac

Munuit Hapuiir Slano Catoko raasr. bu Konym6sin x Cypryynuita a3praasx barmmitn
2o CypryynuiiH oroyTan 6ereen Xapeiryysican 6a OJI0H yJICBIH 00JIOBCPOJIBIH
YHUTIIRI39p AOKTOPBIH 39PAT XaMraanaxaap cypaiuax Oairaa 601Ho0. DHIXYY 3axuaiaap
JaMIKyyJiaH OU TaHBIT MUHUIN JTOKTOPBIH aXKJIbIH CyAaIraaH i OpOJILIOXbIT YpbXK OaiiHa.
Cynanraansl 30puiaro Hb MOHT0J11 XyBb XYHUH OPJIOTO OOJIOH a3KUJT SPXJINTIH/L
OO0JIOBCPOJIBIH Y3YYJIIX YP Heeer cyaiaxal Yuridxk Oaiiraa rom.

DHAXYY CyAalraanji XaMparjiaxblr XyccaH xymyycuir 30 MuHyTaac 1 mar ypraymkinx
raHlaapyuICaH ApUIIyIara] yprk OaifHa. SIpuiiyiarsd yea aBcad 0yxX M3 UTHIT
HYyYILUIaH Xajaranax 6eree TaHbl HIp siMap 4 Tailnan 60s10H Oycaa MaTepHua TaBUrAaxryn
0011HO. 36BX6H 30XHOMOJI HIPHUT XAPATIIH?.

OH» cynanraaH]i OpoiIoX 3CIX Hb TaHbI CaifH IyphIH acyyan 0aiix 0ereej Ta cyaairaaHn
Xamparjaxaac TaTrajizax 3CB3J1 CyJajraaHbl BLUAJ IPUILIIArBIT opXuxk 0osHo. Cynanraana
OpOJIIIOXTYH OalicHaap TaHbJ SMap HATIH COpPer Yp JaraBap YYCIXryi 6eree myya Xyprax
ammr Tyc 6axryid. ['9x 193 Ta 3HIXYY cymanraana OpoaicoHoOp MOHTOIT yJICHIH
00JI0BCPOIIBIH 0OJIIOTO STAHTYsIa 1931 OOJIOBCPOIIBIH OOJIOTHIT CalKpyynaxaa XyBb HOIMIP
00710x oM. [{aammma MeH Cypryyiib TOTCOrdTUIH XOI6IMOPHIAH 3aX 393JI] OPCOIIOX
YaJBaphIl  JII2IUIYYIDX3] ad TycTail 6aiix 601H0. bomoBcponbiH 00ATOTEIH Tanaapx
acyyJnTyynaja Xxapuyjax Hb TaHbJ 0ara 33par 3pCcAdITIH caHarJax 000X yUup IHIXYY
SPCITHIAT 6aracraxblH TYJJ CyAalraan]i OpOJIIOTYAbIH HIP, XasTHHUT HYYIUIaH Xaaranax
00JHO.

X5paB Ta cyaanraaH] OpOJIIOXBIT 36BIIOOpY OaifBasl S3HIXYY XyY/ACaH]I TapblH YCIId 3ypHA
yy. Toapyynax acyynr GaiiBan HaaTail qapaax xasraap xoia000 6apuHa yy:
satokoyn@hotmail.com.

Tanbl OpoNIIOOHA TajdapxaH, XYHIITTICOH

Catoko Yano, KonmymObia Mx Cypryynuitd 1praaax barmmiin [s3n Cypryynuitn Onox
yiic 6a coén JaMHacaH CyAJlaiblH TIHXUMUIH

JIOKTOpBIH KypCUIH OHOyTaH

Munuii 6ue 3HIXYY CyIAJAraaHbl TAHIAAPYWICAH SPUIILIATA] OPOJILOXBIT 30BIIOOPY
OaiiHa.
I'apbiH yeor:
Ornoo:
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APPENDIX 2: INTERVIEW PROTOCOLS (ENGLISH AND MONGOLIAN)

I. Interview Protocol for Government Officials:

Background information

1

2.
3.
4.

What are the roles and responsibilities of your department?

What is your responsibility?

How long have you been in this position?

What is your educational background? Prior to this position, what kind of jobs have
you occupied?

Impression of Higher Education Expansion in Mongolia

1.

Sk

7.

8.

What do you think is the biggest factor behind the higher education expansion in

Mongolia?

What are the differences between public and private universities?

Who regulates/accredits the universities and colleges?

What kind of quality assurance mechanism do you have in Mongolia?

If your view, is the quality assurance mechanism working?

What kind of changes do you think the higher education expansion has caused in

Mongolia?

(1) Who are the providers of the new universities and colleges?

(2) How long does it take for a new HEI to be approved?

(3) Do you think the universities and colleges changed much in terms of quality since
the transition?

(4) What do you think of new graduates?

What, in your opinion, is the role of higher education? Is Mongolian higher education

fulfilling that role?

In which areas do you think Mongolian higher education should improve most?

I1. Interview Protocol for University/college deans and owners:
Background information

1. When was your institution established?
2.  What is the size of your institute?
(1) How many students do you have?
(2) How many faculty members do you have?
(3) How many administrative staff do you have?
(4) How many departments/academic programs do you have?
3. What is your responsibility?
4. How long have you been in this position?
5. What is your educational background? Prior to this position, what kind of jobs have
you occupied?
Finance
1. Do you receive government’s funding (e.g., operation, research)?



2.
3.
4.
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What is the percentage of students receiving government’s scholarships?
Do you receive any donations from the private sector?
Do you receive any donations from parents?

Impression of Higher Education Expansion in Mongolia

9.

10.

11.

12.

What do you think is the biggest factor behind the higher education expansion in

Mongolia?

What kind of changes do you think the higher education expansion has caused in

Mongolia?

(5) Who are the providers of the new universities and colleges?

(6) How long does it take for a new HEI to be approved?

(7) Do you think the universities and colleges changed much in terms of quality since
the transition?

(8) What do you think of new graduates?

What, in your opinion, is the role of higher education? Is Mongolian higher education

fulfilling that role?

In which areas do you think Mongolian higher education should improve most?

I11. Interview Protocol for Business Owners
Background information

1.

Al ol

What is your business?

When was it established?

What is your responsibility?

How long have you been in this position?

What is your educational background? Prior to this position, what kind of jobs have
you occupied?

Impression of Higher Education Expansion in Mongolia

1.

2.

What do you think is the biggest factor behind the higher education expansion in

Mongolia?

What kind of changes do you think the higher education expansion has caused in

Mongolia?

(1) Who are the providers of the new universities and colleges?

(2) Do you think the universities and colleges changed much in terms of quality since
the transition?

(3) What do you think of new graduates?

(4) Do you see any differences between public university graduates and private
university graduates?

(5) Do you see any changes in educational backgrounds of the new recruits?

What, in your opinion, is the role of higher education? Is Mongolian higher education

fulfilling that role?

In which areas do you think Mongolian higher education should improve most?

IV. Interview Protocol for Officials from development agencies and NGO staff
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Background information

1. What are your agency’s priorities for the education sector?

2.  How much is the budget and for how many years?

3. Do you have any major program for higher education in Mongolia? How much is the
budget? What are the focus areas?

Impression of Higher Education Expansion in Mongolia

1. What do you think is the biggest factor behind the higher education expansion in

Mongolia?

What are the differences between public and private universities?

Who regulates/accredits the universities and colleges?

What kind of quality assurance mechanism do you have in Mongolia?

If your view, is the quality assurance mechanism working?

What kind of changes do you think the higher education expansion has caused in

Mongolia?

7. What, in your opinion, is the role of higher education? Is Mongolian higher education
fulfilling that role?

8. In which areas do you think Mongolian higher education should improve most?

ARl e

I. Tepuiin 0aiiryyJ1arbiH a;KWITAHYYATAN XHIX IPWILJIATBIH TOJIOBJI6I00:
Cyypb M30351571

Tanaii OaliTyysuIarsiH yypar, Xxapuyiygiara ssMap 9uridig Oaigar By?
Tans! yypar xapuyiyiara 1oy B3?
Ta sn5 anban Tymaang xup yaax OaitHa B3?

Ta simap 607I0BCPOATO#H B3? DHA aXIIBIT IPXIIIKIIC OMHO Ta ssMap anda Xaimk Oaican
0n?

=

Moneonvin /]330 60106CPONILIH MAIIMULIH MANAAD

Tanbl 6015100p MOHTOIT 1331 00IOBCPOIT OPTEOKHIH TIJICIH TOJT XYUHH YT Hb 10y B3?
Tepwuitn 00510H XyBUITH 193/ CypryyJIUiiH sIraa Hb I0yH] Oaiinar B3?
WX 133571 cypryyiib O0JIOH KOJIISKYYAHNAT XIH 30XHITYYJDK Marajiad UTTIMKHIIAT BI?
MoHroun yaHapblH 6aTanraaHsl ssMap TOTTOJII00 X3PATKMK OaliHa B3?
Tanbr 60/uT00p YaHAPBIH OaTaNTaaHbl TOTTOIIIOO0 XIPIMKIK Yagax Oaiiraa roy?
MoHronz 1331 60I0BCPOJIBIH THIRITIIC ANTraalaH sMap eepwienTyys rapcad 637
a. w3 1331 cypryysib 60JI0H KOJIEKHUHUT X3H YYCI9H Oalryysmk OaitHa B3?
b. IIuH33p UX 4334 CypryyiuiiH 3eBIIeepes aBaxaj Xup Xyrauaa maaparijiar
B3?
c. IwpkunTuiiH yeac XOHII UX 33/ CypryyJIHyAbIH CyprajaThlH YaHAPT ©OPUWIEINT
rapcas rax Ta y31or yy?

SNk L=
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d. I[uu?3p TercerynuiiH Tanaap Ta 0y r3x 00110T BI?
Tansr 6015100p 13311 GOIOBCPOIIBIH YYPIT 10y B3? MOHTOIBIH 1331 00JIOBCPOIT IHD
YYPTUHT TYHIPTrK yagax OaitHa yy?
Tanbl 6017100p MOHTOJIBIH 331 O0JIOBCPOI allb YUIIIAIA UIYYTIH XOrKHUX
miaapajararai B3?

I1. Ux 1331 cypryyJib 00JI0H KOJLIEKUITH 3aXUPaJl, OMYHITH 33133¢ aBaX APUJIIJIATBIH
TOJIOBJIOI00:

Cyypb M202271911

N —

Tanait cypryyss X3333 YYCOH Oalryymaracan 637
Tanaii cypryynuiiH XaM»k33 saMap B3?
a. Tanail cypryysib XHUYH?3H OIOyTaHTal B3?
b. Tanaii cypryynp X319H Oarmraii B3?
c. Tanail cypryysb X3/19H 3aXUpraaHbl &KWITAaHTAl B3?
d. Tawnaii cypryysb X3J13H TOHXUM/CYPrajiThlH X0Te100pTHii B3?

3. Tanbl yypar xapuyiyiara oy B3?

4. Ta su» anbaH Tymaana Xup ynax OaiiHa Bd?

5. Ta ssmap 60JIOBCPOATOMN BY? DHD aXKIIBIT IPXIIIXIIC OMHO Ta siMap ajnbda xammxk Oalican
03?

Canxyyacunm

1. Ta Tepeec caHXYYXWIT aBaar yy (e.X, yilll axuiiaraa 00J10H cy1anraasja 30puyscaH)?

2. TepwuiiH TATTAIT XaMparaar OIOyTHYYIBIH XyBb siMap B3?

3. Ta xXyBuifH X3BIUI3AIC sIMap HATOH XaHIUB AIMIKIAT aBjar yy?

4. Ta a1dr 5X4Uyyad3¢ iMap HATOH XaHAUB JIIMKIIAT aBaar yy?

Moneonvin /]330 60106CPONILIH MAIIMULIH MANAAD

SNk W=

s

Tanbl 6015100p MOHTOIT 1331 00JIOBCPOIT OPTEOKHMH TIJICIH TOJT XYUHH 3YIIT Hb 10y B3?
MoHronz 1331 60JI0BCPOJIBIH THIRIITIIC MANTraalaH sMap eepwienTtyys rapcad 637
[uH3 19374 cypryyiab 00JIOH KOJUIEKUNT X9H YYCTIH Oalryysnk OaiiHa B3?

[nH33p ux 0331 CypryyJIniiH 36BLIOOPeI] aBaxaj] XUp Xyramaa maapaarniar B3?
[IMHKUATUIH Yed¢ XOMII UX 193] CYPryyJIUyAbIH CYypraJITbIH YaHAPT ©OPWIOINT rapcat
XK Ta Y3197 YY?

uH?9p TercerdyauiiH Tanaap Ta 1y rak 00410r B3?

Tanbl 60/u100p 1331 00JIOBCPOIIBIH YYPAT 10y B3? MOHIOJIBIH 13371 60JI0BCPOII HHD
YYPTHHT TYHIPTIOK yaaax OaiiHa yy?

Tanbl 60/U100p MOHT'OJIBIH 1331 GOJIOBCPOIT AJIb YU MITYYTIH XOTKHUX
IaapjyiaraTtait B3?

II1. busHec 3pxXJPryad3¢c apax ApUJIILJIATBIH TOJIOBJIOI00:
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Cyypb M202271911

1. Ta ssmap Ou3HEC IPXAIIAT BI?

2. X933 3HAIXYY OM3HECH YYcraH Oaiiryyincan 637

3. Tanbl yypar xapuyiyiara oy B3?

4. TaoH» anbaH Tymaaaa Xup yaax OaitHa B3?

5. Ta ssmap 6010BCpoNTON B3? DHY @XKJIBIT IPXJIIXIIC OMHO Ta sMap anda xammk OalcaH

0o?

Moneonvin /[330 60106CpONILIH MAIIMULIH MANAAp

M

e

Tanbr 60/100p MOHTO 1331 O0JIOBCPOI OPTOKUH TJICIH TOJI XYUHH 3YWHI Hb 10y B3?
Mourosny 1334 60J0BCPOIIBIH TAIRITIAC HIANITraalaH ssMap eepuIenTyyd rapcad 637
uHd 1337 cypryyiib O0JIOH KOJJISKUNT X3H YYCT3H Oairyyimk OaiiHa B3?

[IvH3p UX 13371 CypryyJiviiH 36BIIOEPeIT aBaxaj XUp Xyraiaa nmaapaaraiar B3?
IUmKUATHIH yedC XOMII UX A3/ CYPryyJIuy/IblH CyprajThiH YaHApT ©6pUJIeT rapcaH
K Ta Y3107 Yy?

[uH3p TerceryauiiH Tanaap Ta 0y rax 00a10T B3?

Tansr 6015100p 13311 OOIOBCPOIIBIH YYPIT 10y B3? MOHTOIBIH 1331 60JIOBCPOIT SHD
YYPTHMT TYHIDPTIK Yaaax OaiiHa yy?

Tanbl 0017100p MOHTOJIBIH 133 00JOBCPOIT allb YUTIIAI UITYYTIN XOKHUX
mlaapjajgararai B3?

IV. Xer:xkauiin 6ajiryyanara 6ojoH ThB-bIH axkunTanyyaaac aBax sipuiinJiarbiH
TOJIOBJIOT00:

Cyypb M30351571

—

bl

Tanait 6aitryyarsiH 60JI0BCPOJIBIH cayi0ap Aaxb TAPTYYJIIX YU 0y BI?

DHp5 canbapT XMYHIIH TOTPOrUiiH CAaHXYYKHUITTIH 0a X39H KUIUWH TOCOBTIH BI?
Tanaitx MOHTOJIBIH A33]1 O0JIOBCPOIIBIH YUTIIINIP TyCTrakl XOTeI0ep X3PIrKYYJIIIT
YY? XUYHI9H TOrperHuii TOCOBTIH B3? ANl UUTIIAJIA WIYYTIU aHxaapy Oaiiraa B3?

Monzonvir /[390 60108CpONbIH MAIIIMULH MATAAD

NounhkWwWd =

Tanb! 60m00p MOHTOIT 133,11 O0IOBCPOIT OPTOKHMH TIJICIH T'OJI XYUUH 3V Hb 10y B3?
Tepuitn 00J10H XyBUITH 193/ CypryyJIUiH sIraa Hb 0yH] Oaiiar B3?

WX 1931 cypryyiab OOJIOH KOJUIEKYYIHNAT X3H 30XHILYYJDK MarajiaH UTT3MKHIIIAT BI?
Monrona yaHapbelH OaTaiaraadsl SsMap TOTTOJIIO0 XIPATKMK OaitHa BI?

Tanbl 60/100p YaHAPBIH OaTaITaaHbl TOTTOJIIO0 XIPIMKIDK Yaiax Oaiiraa roy?
MoHTOIT 1931 GOIOBCPOIIBIH THIIRIITIIC MANTraallaH sMap eepwWIeNTYY rapcad 637?
Tanbl 601100p 13371 GOIOBCPOIIBIH YYPAT 10y B3? MOHTOJIBIH A3/ OOIIOBCPOIT DHA
YYPTHHT TYHIPTIK yagax OaiiHa yy?
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8. Tanbl 60/IIOOP MOHTOJIBIH 433/ OOJIOBCPOIT AN YU HITYYTIH XOTKUX
maapjiararaii B3?
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APPENDIX 3: LIST OF VARIABLES FOR QUANTITATIVE ANALYSIS

Variables Definition

SCHOOL Actual years of schooling

ADESCH Years of adequate schooling: the most frequently observed years of
schooling for the individual’s occupation

OVERSCH Years of overschooling: years of schooling exceeding ADSCH if
SCHOOL>ADSCH, 0 otherwise

UNDERSCH Years of underschooling: years of schooling below ADSCH if
SCHOOL<ADSCH, 0 otherwise

ADED Dummy variable for adequately educated individuals: 1 if
SCHOOL=ADESCH 0 otherwise

OVERED Dummy variable for overeducated individuals: 1 if SCHOOL>ADESCH 0
otherwise

UNDERED Dummy variable for undereducated individuals: 1 if SCHOOL<ADESCH
0 otherwise

LnWAGE Natural logarithm of the monthly wage

AGE Age of the individual

MALE Dummy variable: 1 if individual is male, 0 otherwise

EXP Years of labor market experience: AGE-SCHOOL-8

EXP2 EXP squared

MARRIED Dummy variable: 1 if individual is married, 0 otherwise

URBAN Dummy variable: 1 if individual resides in urban area, 0 otherwise

MANAGERS Dummy variable: legislators, senior officials and managers

PROFESSIONALS Dummy variable: professionals (i.e., lawyers, medical doctors)

TECHNICIANS Dummy variable: technicians and associate professionals

OFFICE_CLERK Dummy variable: office clerks

SERVICE Dummy variable: service workers and shop/market sales workers

FARMER Dummy variable: skilled agricultural and fishery workers

CRAFTSMEN Dummy variable: craft and related trade workers

MACHINE OPERAT
OR

Dummy variable:

plant and machine operators and assemblers

ELEMENTARY Dummy variable: elementary workers

AGRICULTURE Dummy variable: agriculture, forestry and fishing

MINING Dummy variable: mining and quarrying

MANUFACTURING Dummy variable: manufacturing and utilities

CONSTRUCTION Dummy variable: construction

TRADE Dummy variable: wholesale and retail trade, accommodation and food
service activities

COMMUNICATION Dummy variable: transportation, information and communication

FINANCE Dummy variable: financial and insurance activities, business activities

PUBLIC Dummy variable: public administration and defense, education, human
health and social work activities

EDUCATION Dummy variable: education
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HEALTH Dummy variable: health

SERVICE JOB Dummy variable: other service workers

OTHERS Dummy variable: others (e.g., international organizations)

PRE REFORM Dummy variable: 1 if older than 18 in 1990; 0 otherwise

PAID Dummy variable: 1 if paid job; 0 otherwise

UNPAID Dummy variable: 1 if unpaid job; 0 otherwise

OWN_ACCOUNT Dummy variable: 1 if working on own account; 0 otherwise

QUARTER 1 Dummy variable: 1 if the interview took place in the 1* quarter of the year;
0 otherwise

QUARTER 2 Dummy variable: 1 if the interview took place in the 2" quarter of the
year; 0 otherwise

QUARTER 3 Dummy variable: 1 if the interview took place in the 3™ quarter of the year;

0 otherwise
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APPENDIX 4: COMPARISON OF RESULTS, 2002/2003 AND 2007/2008

Table 1: Effects of schooling on wages

OLS 2002/2003 (n=2,271) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value

MALE 0.154%** 8.09 0.157*** 7.38
URBAN 0.250%** 9.43 0.271%*** 7.42
MARRIED 0.024 0.95 0.087*** 3.62
SCHOOL 0.049%** 11.96 0.136%** 25.96
EXP 0.007 1.02 0.049%** 9.04
EXP2 -0.0002 -1.16 -0.001*** -7.43
PRE REFORM -0.003 -0.06 -0.175%** -4.15
Quarter 1 -0.014 -0.42 0.1207%%** 2.99
Quarter 2 -0.046 -1.40 0.350%%** 9.22
Quarter 3 -0.009 -0.26 -0.260%** -5.86
Constant 10.016%** 141.29 8.78%** 96.53
Prob>F 0.0000 0.0000

R’ 0.1708 0.2365

*#% Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Table 2: Effects of schooling on wages: occupational category

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
MALE 0.127%** 6.43 0.157*** 6.94
URBAN 0.243%%** 9.05 0.268%** 7.49
MARRIED 0.020 0.76 0.069%*** 2.90
SCHOOL 0.041*** 7.91 0.100%** 17.27
EXP 0.006 0.94 0.049%** 9.16
EXP2 -0.0001 -1.06 -0.007] *** -7.83
PRE REFORM 0.0001 0.00 -0.170%** -4.08
MANAGERS 0.290%*** 5.26 0.488*** 9.36
PROFESSIONALS 0.199%*** 5.04 0.368%** 8.08
TECHNICIANS 0.145%%** 3.80 0.354%%** 7.30
OFFICE CLERK 0.108 2.16 0.269%%** 4.55
SERVICE 0.074** 1.91 0.035 0.76
FARMER -0.246* -2.55 -0.432%%* -5.10
CRAFTSMEN 0.208%*** 4.71 0.139%** 2.68
MACHINE OPERATOR 0.217%** 4.04 0.269%** 5.28
QUARTER 1 -0.018 -0.54 0.129%** 3.30
QUARTER 2 -0.050 -1.55 0.346%** 9.26
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QUARTER 3 -0.006 -0.19 -0.259% -5.95
Constant 9.980%*** 126.11 8.997 k% 92.96
Prob>F 0.0000 0.0000
R’ 0.2022 0.2643

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Table 3: The effects of years of overeducation and undereducation on wages

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
MALE 0.161*** 8.18 0.192%** 9.20
URBAN 0.254%** 9.42 0.297%** 8.23
MARRIED 0.021 0.026 0.071%** 2.99
ADSCH 0.052%** 11.97 0.179%** 27.42
OVERSCH 0.036%** 4.47 0.100%*** 10.70
UNDERSCH -0.047*** -7.69 -0.106*** -14.19
EXP 0.006 1.00 0.050%** 9.46
EXP2 -0.0002 -1.17 -0.001*** -8.12
PRE REFORM 0.001 0.03 -0.167%*** -4.01
QUARTER 1 -0.012 -0.36 0.125%** 3.14
QUARTER 2 -0.045 -1.36 0.346%** 9.17
QUARTER 3 -0.007 -0.21 -0.260%*** -5.94
Constant 9.99%*** 132.73 8.24%** 78.53
Prob>F 0.0000 0.0000
R’ 0.1743 0.2532

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Table 4: The effects of years overeducation and undereducation on wages: occupational

category
OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
MALE 0.127%** 6.43 0.157%** 6.94
URBAN 0.242%** 9.00 0.268*** 7.48
MARRIED 0.020 0.77 0.069%*** 2.90
ADSCH 0.098*** 9.51 0.222%*%* 17.57
OVERSCH 0.035%** 4.38 0.101*** 10.35
UNDERSCH -0.044%** -7.05 -0.100%*** -13.32
EXP 0.006 0.91 0.049%** 9.16
EXP2 -0.0001 -1.02 -0.001 *** -7.82
PRE REFORM 0.001 0.02 -0.170%*** -4.08
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MANAGERS (omitted) (omitted)

PROFESSIONALS -0.091%* -2.03 -0.120%%%* -3.36
TECHNICIANS -0.143% -2.90 -0.134% % 3.16
OFFICE CLERK -0.123%* 227 0.268%%* 4.50
SERVICE 0.195% % 3.72 0.034 0.76
FARMER -0.134 -1.29 -0.188%** -1.97
CRAFTSMEN 0.207%%* 4.69 0.139%%* 2.68
MACHINE OPERATOR 0.335% % 5.08 0.269%** 5.29
QUARTER 1 -0.017 -0.52 0.129%%% 3.29
QUARTER 2 -0.049 -1.52 0.346%%* 9.25
QUARTER 3 -0.006 -0.18 -0.259%*%* -5.96
Constant .41 %** 67.94 7.78%%% 45.63
Prob>F 0.0000 0.0000

R’ 0.2024 0.2643

*** Statistically significant at 1% level

** Statistically significant at 5% level
* Statistically significant at 10% level

Table 5: Effects of years of overeducation and undereducation on wages: industrial

category
OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
MALE 0.114%** 5.67 0.154%*** 6.86
URBAN 0.222%%** 8.46 0.288*** 8.01
MARRIED 0.012 0.48 0.068*** 2.92
ADSCH 0.064*** 15.77 0.166%** 22.70
OVERSCH 0.040%** 5.23 0.098*** 1036
UNDERSCH -0.047*** -7.89 -0.098*** -13.48
EXP 0.006 0.96 0.049%** 9.29
EXP2 -0.0001 -0.94 -0.00] *** -7.73
PRE REFORM 0.002 0.04 -0.177*** -4.33
AGRICULTURE -0.142%** -2.09 -0.645%** -6.48
MINING 0.405%** 6.26 0.199%*** 3.00
MANUFACTURING 0.106*** 2.61 -0.170%*** -3.54
CONSTRUCTION 0.146%** 2.80 -0.170%*** -3.15
TRADE 0.066 1.59 -0.189%*** -3.97
INFORMATION 0.210%** 4.95 0.140%** 3.12
FINANCE 0.216%** 4.17 -0.032 -0,68
EDUCATION -0.061** -2.22 -0.124%** -3.11
HEALTH -0.1 11 %** -3.35 -0.083** -1.96
SERVICE JOB -0.033 -0.84 -0.279%*** -4.27
OTHERS -0.019 -0.26 (omitted) 3.67
QUARTER 1 -0.024 -0.76 0.141%** 9.80
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QUARTER 2 -0.046 -1.51 0.357%%%* -5.47
QUARTER 3 -0.002 -0.08 -0.240%** 72.43
Constant .84 %% 131.27 8.524

Prob>F 0.0000 0.0000

R? 0.2438 0.2775

*** Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Table 6: Effects of years of overeducation and undereducation on wages: gender

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
ADESCH 0.063%** 10.32 0.188*** 22.89
OVERSCH 0.050%** 3.70 0.123%** 10.17
UNDERSCH -0.057*** -7.29 -0.123%%* -10.99
ADESCH M -0.020%** -2.24 -0.014 -1.39
OVERSCH M -0.022 -1.37 -0.048*** -2.62
UNDERSCH M 0.185 1.43 0.092** 2.25
MALE 0.428%*** 3.72 0.271** 2.04
URBAN 0.246%** 7.68 0.244%** 5.89
MARRIED 0.026 0.87 0.024 0.83
PRE REFORM 0.027 0.57 -0.080* -1.83
URBAN M 0.016 0.41 0.108** 2.07
MARRIED M 0002 0.04 0.143%** 3.19
PRE REFORM M -0.061 -1.31 -0.195%** -4.64
EXP 0.006 0.99 -0.049%** 9.15
EXP2 -0.0001 -1.11 -0.001 *** -7..70
QUARTER 1 -0.017 -0.49 0.125%** 3.13
QUARTER 2 -0.047 -1.40 0.345%** 9.14
QUARTER 3 -0.009 -0.28 -0.262%** -5.99
Constant 0 83*** 100.53 8.19 66.69
Prob>F 0.0000 0.0000
R’ 0.1789 0.2578

*#% Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level

Table 7: Effects of overeducation and undereducation on wages: gender

OLS 2002/2003 (n=2,274) 2007/2008 (n=7,997)
Coefficients t-value Coefficients t-value
OVER ED -0.094*** -2.67 -0.158*** -4.37
UNDER ED -0.041 -1.37 0.129%*%* 3.62
OVER ED M 0.039 0.75 -0.020 -0.40
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UNDER ED M 0.058 1.23 -0.072 01.45
MALE 0.366%** 3.16 0.523 % 4.17
SCHOOL 0.060%** 10.35 0.172% % 21.79
URBAN 0.240%%* 7.36 0.238%* 5.77
MARRIED 0.027 0.90 0.030 1.03
PRE REFORM 0.024 0.49 -0.070%** -1.58
SCHOOL M -0.019%* 2.26 -0.035% -3.722
URBAN M 0.023 0.57 0.094% % 1.80
MARRIED M -0.001 -0.02 0.144% %% 3.25
PRE REFORM M -0.054 -1.16 -0.212% -4.96
EXP 0.006 0.94 0.049% 9.01
EXP2 -0.0001 -1.09 -0.001 % -7.33
QUARTER 1 -0.014 -0.41 0.121 %% 3.02
QUARTER 2 -0.043 -1.29 0.346%** 9.21
QUARTER 3 -0.006 -0.17 -0.261%%* -6.00
Constant 9.9k 103.04 8.376%*%* 67.83
Prob>F 0.0000 0.0000

R’ 0.1807 0.2490

*#% Statistically significant at 1% level
** Statistically significant at 5% level
* Statistically significant at 10% level
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APPENDIX 5: NVIVO MAPS
All interviewees

Nodes compared by number of coding references

Positive
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Senior officials
Nodes compared by number of coding references

Importing other countries' polici|De
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Public university staff
Nodes compared by number of coding references

Diffiulty to find a job Low aspiration of stude

Low academic skills of students

Private university staff
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Nodes compared by number of coding references

Lack of financial autonomy




245

Employers
Nodes compared by number of coding references

Increase of students and institutions:
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Development agency staff

Nodes compared by number of coding references

ery low quality inancial burden on students :

Quality assurance
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APPENDIX 6: SUMMARY OF THE KEY POLICY DOCUMENTS: ROLES AND
ISSUES OF HIGHER EDUCATION

Documents |

Role of higher education

Issues faced by higher education

Government documents

Economic Growth
Support and Poverty
Reduction Strategy
(2003)

Foundation of
knowledge-based economic
growth

Gender inequality (in favor of women)
Low quality
Supply-demand mismatch

National Development

Source of international

Lack of international level higher

Strategy (2007) competitiveness education institutions
Master Plan to An integral part of the e Low quality
Develop Education of | education system e Supply-demand mismatch
Mongolia in e Weak management and governance
2006-2015 (2006) e Inadequate funding
International development partners’ documents
Roadmap for Higher Necessary for developing e Inconsistent laws and policies
Education, and strengthening the nation | ¢ Insufficient financial investment
(Consultant’s report, and enhancement of e Lack of partnership and information
ADB, 2010) competitiveness in the sharing with private sector
international arena e Excessive number of students and low
quality
o Weak capacity of the universities
Higher Education A principal investment e Low quality and relevance, and weak
Reform Project option for the country’s quality assurance
(President’s report, long-term economic e Low staff quality and inadequate
ADB, 2011) competitiveness learning and research environment
e Ineffective governance and
management, lack of autonomy, and
weak leadership
¢ Inadequate financing,
e Lack of equity in access.
UNESCO National An integral part of the e Poor quality
Education Support education system e Mismatch between demand and supply
Strategy (2008) e Outmoded and irrelevant curricula and

teaching methods

Inadequate funding

Poor governance and management
practices

Current State of
Higher Education in
Mongolia (UNESCO

The source of the
knowledge generation and
dissemination for the benefit

Lack of systematic reform and a vision
of higher education
Political interference
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Beijing, 2010)

of the society

Heavy dependence on tuition fees and
its impact on students’ selection
Rigid and overloaded academic
programs

Insufficient focus on research
Ineffective quality assurance system
and lack of incentives for quality
improvement

Insufficient funding

Lack of equity in access to higher
education.

Constructing
Knowledge Societies:
New Challenges for
Tertiary Education
(WB, 2002)

Has a critical role in
supporting knowledge-
driven economic growth
strategies and the
construction of
democratic, socially
cohesive societies

Expansion of higher education under
severe resource constraints
Inequalities in access and outcomes
Inadequate educational quality

Low relevance to economic needs
Rigid governance and management
structures

Mongolia: Building
the Skills for the New
Economy (WB, 2007)

N/A

Joblessness
Prevalence of informal jobs
Skills mismatch

Tertiary Education in
Mongolia: Meeting the
Challenges of the
Global Economy (WB,
2010).

Universities educate future
leaders and develop the
high-level technical and
managerial capacities that
underpin economic growth;
universities facilitate
regional development and
are an integral mechanisms
of national development

Low-cost and low-quality

Poor labor market outcomes and
mismatch of skills

Inequitable access
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APPENDIX 7: SUMMARY OF THE KEY POLICY DOCUMENTS: POLICIES
AND POLICY RECOMMENDATIONS

Documents

Policies & recommendations

Government documents

Economic Growth
Support and Poverty
Reduction Strategy
(2003)

Regulating enrolment
Supporting employment
Upgrading Mongolian higher education to the international level

National Development
Strategy (2007)

Increase competitiveness and prestige of Mongolian higher
education

Create 2 international level universities

Master Plan to Develop
Education of Mongolia
in 2006-2015 (2006)

Develop accreditation and quality assurance systems
corresponding to international standards

Streamline higher education programs with the national economic
structure and labor market demand

Improve state student loans system

Rationalize enrolments, institutes and programs

Strengthen management capacity

Expanding TVET

International development partners’ documents

Roadmap for Higher
Education, (Consultant’s
report, ADB, 2010)

To reform and amend a state policy and legislation on higher
education of Mongolia

To built a high quality, needs based and cost effective higher
education system through restructuring of training programs,
ensuring cooperation and integration of training, researching and
practical work, reengineering of the processes of the universities
and management and professional capacity building

To reform a higher education technology through introducing a
high communication

technologies, teaching process reengineering and training
program restructuring

Improve effectiveness and efficiency of higher education system
through supporting a different sources for financing and
introducing a conditional public financing for higher education
system and capacity building for State Education Fund in
coordination and financial management

Higher Education
Reform Project
(President’s report,
ADB, 2010)

Improvement of the accreditation system

Strengthening linkage between education and industry through
public-private partnership

Introduction of financial incentives for institutions to improve
quality and relevance through competitive funding




250

Improving governance and accountability

Increasing for those studying in priority areas (e.g., science and
technology)

Introduction of open and distance learning in rural areas to
improve equitable access to higher education

UNESCO National
Education Support
Strategy (2008)

Strengthening TVET system

Quality assurance

Governance and management

Funding mechanisms

Cross-border education

Qualification recognition

Diversification, privatization and massification of higher
education

Current State of Higher
Education in Mongolia
(UNESCO, 2010)

Improving admission procedures

Improving universities outside the capital city, Ulaanbaatar
Introduction of credit-hour system and student information
system, with credit transfer system

Improving quality assurance mechanism to international level
Creating curricula responsive to changing needs

Enhance faculty development

Reform scholarship and grant systems

Constructing Knowledge
Societies: New
Challenges for Tertiary
Education (WB, 2002)

Introducing more flexible and less specialized curricula
Promoting shorter programs and courses

Making the regulatory framework less rigid

Relying on public funding approaches that encourage institutions
to respond to market demands for quality and diversity
Improving access through the provision of financial aid to
students

Requiring external participation in governance

Professionalizing university administration

Mongolia: Building the
Skills for the New
Economy (WB, 2007)

Improve TVET

More flexible and open higher education

Quality control

Introducing well-designed and unified higher education
admission tests

Enhancing public-private partnership

Linking funding to performance

Tertiary Education in
Mongolia: Meeting the
Challenges of the Global
Economy (WB, 2010).

Improve quality assurance mechanism

Link funding to quality improvement and performance
Shift students to disciplines relevant to the labor markets
Reform State Training Fund (scholarships and grants)




