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Amount Imbalance and Structural
Imbalance— Analysis in the Reasons of
Employment Difficulty of Graduates in China

Yang Heqing®

1. Arising of Problems of Graduate Employment in China

In accordance with the three phase theory of higher education, the transition from elite to
mass to universal access ( the gross enrollment rates® are below 5% , 15 % and above 50%
respectively ) , described by American scholar Martin Trow, China’s higher education has
transformed from an education for the elite to one for the mass since the expanded enrollment in
higher educational institutions starting from 1999. In fact, college admission expansion has
generated both negative and positive effects, among which the most negative influence is the
change from high employment rate to employment difficulty of graduates. The average employment
rate of graduates ( employment contract signed before 1, September every year) has declined to
70% in recent years in China; meanwhile, the average starting salary for graduates has also
decreased dramatically under the pressure in employment market driven by the amount of supply
exceeding that of demand. In this context, the employment quality has been affected directly.

The employment problems in China can be categorized into general problems and particular
problems, representing the structural issues existing in both the national and international labor
markets as a whole, and specific issues in employment market of graduates in China, including
structural problems rooted in China’s unusual situation as well as the amount imbalance of supply
and demand caused by specific policies.

It is undoubted that the supply-demand imbalance triggered by rapid enrollment expansion
gives rise to employment difficulty of graduates. Under the surface of increased admission,
however, there hides another more influential factor—structural imbalance, which deteriorates the
employment situation and forms a root cause of employment problems. It is the policy of the
government to boost university’s enrollment, t}ierfefore the problem of amount imbalance could be
solved relatively quick through policy adjustment. In contrast, structural imbalance is a result of

combined influence of natural, technical and political factors. It exists universally and could be

O EERN BEE, EREFHDREHDEF LG, B8, B4 200, B 1 F B E AN RBHE
HE AL E SMIERE.

@ Gross enrollment rate is the ratio of student number against total population at the same ages.



improved to some extent through policy adjustment. However, it would be difficult to eliminate the
effect of natural and technical factors through policy measures. In some sense, the top priority of
policy measures should be given to the improvement of market environment in order to nurture a
mature market to exert self-adjustment function. Because structural imbalance is normal,
employment problems arose from it will be enduring. Employment difficulty induced by structural
imbalance has been in existence for long even before the policy of enrollment increase was taken
effect, and it will remain. in existence in the future even thongh the employment problems caused
by supply-demand imbalance have been solved.

2.Is There A Supply Surplus of Graduates in China

It is necessary to distinguish the supply-demand relationship in short term and long or
medium term when answering this question.

In short term, it is believed that the amount of supply exceeds the demand considering the
employment difficulty many graduates are experiencing. Nevertheless, the surplus is rather a
superficial one if estimating the demand for social development in China. There are three reasons
behind this judgment. First, in general, the whole society has not been well prepared to take
suddenly increased graduates in short period. For instance, unrealistic notion of employment due
to social influence and family expectation may prevent graduates from seeking positions they
should be able to undertake. Second , the employment structure is extremely imbalanced, including
regional imbalance ( destinations of graduates are centralized in eastern developed areas and large
cities) , major and capability imbalance (the mismatch between the majors and capabilities of
graduates and the market needs), gender imbalance ( female graduates experience more
difficulties in employment ), and position imbalance ( organizations with poor economic
performance and hard physical conditions have many unfilled vacancies that are open to
graduates, meanwhile some graduates remain unemployed). If the imbalance in employment
structure coul/d be improved, the employment problems would be moderated accordingly. Third,
graduates account for a very small ratio of the total employment population in China, lagging far
behind developed countries. As demonstrated in 1% national census in 2005, 5. 18% of the total
labor population (age 15 ~64) has received higher education, in comparison, the average figures
in the US and Canada were 46.5% and 46.9% respectively from 1995 to 1997. ®

In long or medium term, as conceived in the 17th CPC National Congress, China’s GDP is
expected to be quadrupled by the year 2020 against 2000 and average income of citizen will
increase to 4 500 US dollars, which is the upper middle level in developing countries. The
population who has received higher education accounts for around 10% of nation’s total in
developing countries with the same income level, but the ratio in China is only 5. 1% . Referring to
this figure, it is estimated that the total amount of population with higher education background
should be 126 million by 2020 in China (based on 9% GDP growth rate) , with an increase of 60

million from now on. It means an annual net growth of 6 million talents is required for the next

@ Special situations in different countries should also be taken into consideration, not only the percentage.
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decade in order to achieve this target.

In conclusion, the supply should not excess the demand considering the real need for social
development in China in the near future, even through a large number of graduates have
experienced employment problems currently due to relatively low level of readiness for the society
to absorb suddenly increased amount of graduates for a couple of reasons. If the size of enrollment
maintained at current level and the entire employment environment made no tremendous change,
the situation would get improved in next few years. In a long or medium run, current amount of
university students are far away from sufficient, and about 60 million more talents are required by
2020. In this regard, generating around 6 million graduates every year in the following ten years
will satisfy the need of social economic development, and will not cause employment difficulty.

Insufficient in a long or medium run but abundant in short term constitutes the time-
dependent imbalance in supply-demand relationship of graduates.

3. Employment Difficully Triggered by Structural Imbalance

A number of reasons give rise to the employment difficulty of graduates. In addition to the
rapid expansion in enrollment, insufficient preparation of the market , students and their families,
there exists another significant reason, the structural imbalance in employment. The phenomenon
of employment difficulty will be moderated in few years; however, ‘the structural problem will last
for a long period.

The structural imbalance manifests itself in four aspects shown as below.

(1) “U-V” structure problem. As one of the major aspects of employment problems in
China, “U (unemployment) -V (vacancies)” structure problem refers to the phenomenon that
some applicants are unemployed while some vacancies are unfilled in employment market. This
problem is associated with education delivery and major settings.

(2) Gender structure problem. Employment difficulty is especially serious for female
graduates. There is no evidence that employability of female undergraduates is weak than that of
male. The majority of female students are majored in literature, history and economic
management, which are entitled to managerial posts in organizations. At present, most of such
managerial positions in organizations are filled by women, therefore, organizations tend to recruit
men for these vacancies. Take Capital University of Economics and Business as an example, it is
relatively easy for male graduates with a Human Resource Management major to find a job than for
female -graduates.

The phenomenon of more girls registered in economic management or similar majors may
relate to examination system and matriculating policy, but not to the growth in enrollment. Thus, it
is necessary to take measures from senior high school or university entrance examination. If
memory-typed questions were reduced in examinations, if matriculating decision were not merely
based on the scores, the gender structure would be adjusted to some extent.

(3) Regional structure problem. Regional structure problem refers to the phenomenon that
the majority of graduates seek employment in large cities and eastern coastal areas, and very few

would like to work in middle or small cities or western areas. It concerns about individual career
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. development and has a close connection with labor market segmentation in nature.

As suggested by American scholar M. Piore and B. Doeringer in 1970s in their theory of labor
market segmentation, labor market has been segmented into primary and secondary markets,
differentiated mainly by education background requirements for applicants and correlation between
education background and income. In primary labor market, university education is a must, jobs
are stable, with good working conditions and welfare, good development opportunities, correlation
between education and income is also positive. Whereas in secondary labor market, a high school
education is good enough, jobs are unstable with low wages, no apparently positive correlation
between education and income.

In secondary segment, employees normally have low job satisfaction, weak sense of
belongings, frequent changes of jobs, but it is almost impossible for them to get employed in
primary market. Whereas in primary division, although it is relatively easy for unemployed
individual to get jobs in secondary labor market, they would rather remain unemployed in this
segment, considering the benefit gap between two markets and the difficulty of returning to
primary jobs once than get employed in secondary market. In addition, human capital possessed
by graduates will not add value automatically, which means if they chose secondary jobs, their
human capital might leave unused and devaluate gradually, putting them at a disadvantage when
they seek employment later.

According to this theory, the increase in unemployment of graduates is a result of the
constant decrease in employment opportunities in primary labor market and the unwillingness of
seeking employment in secondary segment. At present, there has been a complicated segmentation
of labor market in China for historical reasons, apart from city-rural segmentation, SOE-non-SOE
segmentation, segmentation has also presented regional difference between well developed areas
and less developed areas, which has exerted influence to employment expectations and
destinations of graduates.

Working in big cities will provide graduates with more promotional opportunities as well as
high salary. It is reasonable for them to make such choice in this regard. Therefore, there are
considerable difficulties in modifying regional imbalance and the fundamental solution rests with
achieving balanced development of regional economy. Additionally, effective supporting bolicies
are necessary to deal with a series of practical problems graduates may encounter when they begin
to work in rural areas, small cities or western regions. As one essential reason of employment
difficulty of graduates at present, regional structure problem will persist for a long period of time
in employment market.

(4) Supply-demand structure imbalance. In labor market, the demand for labor and talent
represents itself a request not only for quantity, but also for labor levels and professional
structure. Three distinct problems have been witnessed in the process of graduate employment
recently. The first one relates to different situations for graduates with different majors or
disciplines. It is relatively easy for some graduates to get employed, whereas others have a struggle

finding jobs. The second one is that employment market for graduates and junior college student
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have been occupied by postgraduates. The final problem concerns graduates themselves, as their
competences are not high enough and their scopes of knowledge are relatively narrow. To some
extent, these problems reflect the mismatch between the supply structure of education system and
demand structure of labor market.

The problem of what industry and which occupation in graduate’s employment choice will be
a long lasting or even everlasting one, determined by the time lag between talent cultivating
scheme of universities and changes in labor market. It was to be moderated only if higher
education would be highly integrated with the employment market.

Currently , the problem of supply structure of higher education in China manifests itself in the
following aspects.

(1) Development in vocational and technical education falls behind. Higher education
structure is determined to a great extent by national economic structure, especially by industry
structure. With the upgrading and diversification of industry structure, higher education system in
all developing countries has experienced a two-side expansion from merely undergraduate level to
postgraduate and academy levels, in which vocational and technical education provides a solid
foundation for higher education system. Because social economic development has an increased
demand for talent with practical skills, which could be generated from vocational and technical
education as it maintains a close tie with social economy, the expansion of higher education is
mainly achieved by significant development in the short term higher education, i. e. vocational and
technical education.

For instance, twentieth century has witnessed a dramatic development in junior college and
community college in America, which not only prepares students for higher education but also
provides technical workers for different industries. Approximately, there are 2 000 colleges of this
kind in America. In 1950s,the first senior technical college was originated in Britain. From 1960s
to 1970s, Japan initiated short-term university for women, senior technological academy for the
second industry as well as specialized training school for the third industry. In contrast, vocational
“ind technical education in China is problematic. In the first place, it accounts for a low portion in
the entire higher education system. For instance, percentages of student registered in vocational
education against general higher education in Beijing were 12.3% , 12.9% , 14.8% , 15.5% ,
15.7% and 17.5% respectively from 1998 to 2003, showing a 5% increase within 5 years. The
proportion of the number of postgraduate, undergraduates to vocational and technical college
students was 25:100:17 in 1998 and 34:100:28 in 2003, reflecting a typical shape of spindle. PIn
terms of supply-demand relationship, the level structure of postgraduate, undergraduate and
college student is severely imbalanced, as illustrated in Figure 1.

(2) Major set-up in universities lags behind the demand of social economic development. By

@ Yiying Sun. Analysis in the Actuality of Vocational Education in Beijing. Beijing: Modern Education Newspaper, October
9th, 2004.
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Figure 1  Supply-demand Structure at Different Levels in Beijing in 2007
Source; Project Report, Research in Employment Market for Graduates in Beijing

the end of 2007, there were 1908 universities in China. ©In general, knowledge structure of
graduates does not satisfy social needs; neither does major set-up in universities follow the rapid
changes in market. There exists a high correlation between employment and regional economic
development cycle, as well as the adjustment in industrial structure, which will cause the changes
in occupation, position and post. Statistics shows that the speed of changes in market demand for
professional and managerial talent is 2 to 4 times faster than that of major adjustment in
universities, which is normally a 4-year cycle. In reality, a hot occupation in huge demand four
years ago could become an unsalable one in four years. Therefore, the time-lag between supply
adjustment and demand change is one of the major reasons of employment difficulty.

Take Beijing municipality as an example, according to the data from Employment Information
Network for Graduates in Beijing, majors in heavy demand from 2001 to 2004 concentrated in
engineering and management, whereas the top three majors with the most graduates were
engineering, literature and management at the same period, without any change within four years.
It is obvious that education has fallen behind the market change; thus, employment market
forecast should be enhanced.

Other relevant problems include the incomplete and non-standard legal system in the process
of transferring from planned economy to market economy, irrational growth in enrollment in some
universities, blindfold major set-up and overlap. As a result, it would be very difficult for
graduates to meet the market demand under these unfavorable conditions.

(3) Quality of higher education declines. The decline in education quality is another
important reason of graduates’ employment difficulty. The expansion of higher education increases
the diversity of graduates, they may share the same education experience, but their capabilities
show a world of difference. The enrollment expansion has pfovided opportunity for more people to

receive higher education, however, the overall level of students are declined and the signal

@ Ministry of Education of PRC. Statistic Report on the Development of National Education Affairs. Beijing April ,2008.
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