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PROBLEMS OF EDUCATION-OCCUPATION
MISMATCH IN RA LABOR MARKET

Every day, people, companies, educational institutions, and states ask questions
related to the labor market. What kind of education should my child receive? Is there a
qualified workforce in the region where our company is considering setting up a new
business? Is there a need to review educational programs? Do we need incentives to attract
students? There is a growing concern that current workforce skills cannot meet the rapidly
changing demands of the economy.

The mismatch between qualifications and skills has become a concern for policy
makers in both developed and developing nations due to the rapid changes in the labor
market, globalization, technological development and demographic changes. Numerous


https://orcid.org/0000-0002-5469-3995
https://orcid.org/0000-0002-7128-1968
https://orcid.org/0000-0002-3894-4803
https://orcid.org/0000-0002-5416-7565
https://orcid.org/0009-0009-8551-0328

42

SULSEUNRE3NhL Y <UUUNUYNRE3NRL 2024.3

people hold occupations that do not align with their educational level. However, many
employers report having difficulties in finding workers with the skills needed to scale their
businesses and innovate successfully. The goal of the study is to determine whether the
educational attainment of RA employees and the skills needed for the job match.

Keywords:  labor market, mismatch, skills, education level, occupation, employment
JEL: J21, 24
DOI: 10.52174/29538114_2024.3-41

INTRODUCTION. Skills mismatch refers to the imbalance between the skills
available in the labor market and the qualifications and skills required for jobs.
This is the "gap" between vocational education and skills. The reasons for the skills
mismatch are not always related to the skills themselves: uncompetitive wages,
poor employee engagement practices, and low-quality jobs are just some of the
potential factors contributing to the mismatch. In addition, skills mismatches are
driven not only by low-quality education, but also by demographic changes, rapid
technological development, new sources of job creation, and new ways of
organizing work'. The reasons for the mismatch between labor supply and demand
can be cyclical, frictional or structural®.

Regardless of the reason, skills mismatches can cause unemployment and
hinder investment and employment growth, negatively affecting labor market
outcomes, worker productivity, competitiveness, economic growth, etc.

LITERATURE REVIEW. An imperfect match between education and jobs is a fairly
standard feature of the labor market. The literature defines a mismatch as a
discrepancy between the characteristics of employees and the requirements of the
jobs they occupy?®.

The term “skills mismatch” can be used to describe over-skilling (over-
education), under-skilling (under-skilling), under-skilling, skill shortages, learning
field mismatches and skills obsolescence®. The term “skills mismatch” is very
broad and can refer to many forms of labor market contact, including vertical
mismatch, skills gaps, skills shortages, field of study (horizontal) mismatch and
skills obsolescence®. Types of skill mismatches combine the qualification vs.
qualitative mismatch argument. The following forms of skill mismatch are
distinguished in Table 1.

Comyn, P., & Strietska-llina, O. (Eds.). (2019). Skills and jobs mismatches in low-and middle-

income countries. International Labor Office.

https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/documents/publication
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2 H. Zimmer, 2012. "Labour market mismatches," Economic Review, National Bank of Belgium, issue

ii, pages 55-68, September

Glenda Quintini. Right for the job: Over-qualified or under-skilled? OECD Social, Employment and

Migration Working Papers 120, OECD Publishing, 2011b.
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Table 1
Major types of skills mismatch ©
Over-education The employee's educational (qualification) level exceeds the level required
(over-qualification) for the given occupation (job).
Undereducation The educational (qualification) level of the employee is lower than the level
(underqualification) required for the given occupation (job).
Overqualified Qualification level (more broadly defined as knowledge, skill, ability)
exceeds the requirements of the job
Underqualified The qualification level is below the job requirement
Mismatch between The field of education does not correspond to the workplace
education and work
Skills gap The skill level of workers is low or inadequate

(often associated with structural or technological changes in the economy)

Empirical evidence shows that educational inconsistency is a widespread
problem worldwide. OECD studies show that a significant proportion of workers
in advanced economies, between 20% and 35%, are overqualified for their jobs’.

The Skills Measurement Employer Survey 2013 (Wave 2) of The Skills
Towards Employability and Productivity (STEP) program used a self-reported
method to measure overqualification/underqualification. The World Bank's STEP
Skills Measurement Program has developed appropriate survey tools to collect
data on skills in the context of low- and middle-income countries. This includes
information on educational attainment, employment and socio-economic
characteristics, covering approximately 3,000 adults aged 15 to 64. In the context
of the project, overqualification is defined as a situation where a person's education
exceeds the level required for the required job, and underqualification as when
education is below that®. The results of the STEP survey for RA state that in 66.2%
of cases, the education of the workforce corresponds to the qualifications set for
the work performed, 28% is overqualified, and 5.8% is underqualified®.

A study by the International Labor Organization found that workers in high-
income countries are more likely to be employed according to their level of
education, with compliance rates of 52% and 43% (Figure 1). In low-income
countries, only one in four workers holds a job corresponding to their level of
education. These observations show that compliance rates between the level of
education and the skills required by the labor market increase with a country's
level of development'.

6 Skills mismatch measurement in ETF partner countries. European Training Foundation, 2019
https://www.etf.europa.eu/sites/default/files/2019-05/Skills%20mismatch%20measurement_ETF%20
partner%20countries.pdf

7 Pellizzari, M., & Fichen, A. (2013). A new measure of skills mismatch: Theory and evidence from
the survey of adult skills (PIAAC).
https://www.oecd-ilibrary.org/docserver/5k3tptO4lcnt-n.pdf?expires=1728996165&id=id&accname=
guest&checksum=443D36198B1A3824D9A427B88F20DBA4

8 Chua, K., & Chun, N. (2016). In search of a better match: Qualification mismatches in developing
Asia. Asian Development Bank Economics Working Paper Series, (476).

9 Skills and jobs mismatches in low- and middle-income countries. International Labour Office -
Geneva: ILO, 2019
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/documents/publication/wcms

726816.pdf, p. 65

10 Only half of workers worldwide hold jobs corresponding to their level of education.

https://ilostat.ilo.org/blog/only-half-of-workers-worldwide-hold-jobs-corresponding-to-their-level-of-

education/
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Figure 1. Proportion of population with over-educated, under-educated and
adequate level of education’

As we can see from the chart, only half of the workers have jobs that match
their education level, the rest are either overeducated or undereducated for their
jobs. However, levels of over-education or under-education are present in almost
all countries, but their levels vary depending on the country's level of development.
Undereducation is more common in low-income countries, and vice versa. In low-
income countries, only one in four workers is in a job that matches their level of
education.

RESEARCH METHODOLOGY. The qualification/education mismatch measure
requires information on the match between a person's level of education and their
level of education within an occupation. There are four different approaches used
in literature to measure skills mismatch, and the results can vary. They are the
subjective method, the empirical method (statistical method), the normative
method and the performance evaluation method™.

The subjective method is primarily based on the employee's self-assessment
of the level of qualifications required to "get" or "do" the job, which is then
compared to the highest level of education the employee actually attained to
determine whether they qualify (have the same level of education as required)),
are overqualified (above the level of education) or underqualified (have a level of
education below the required level). With the normative method, it is also possible
to differentiate between overqualified and underqualified by applying the
International Classification of Occupations (ISCO), which classifies the main
occupational groups in accordance with the International Standard for the
Classification of Education'.

" Only half of workers worldwide hold jobs corresponding to their level of education.
https://ilostat.ilo.org/blog/only-half-of-workers-worldwide-hold-jobs-corresponding-to-their-level-of-
education/

12 Comyn, P., & Strietska-llina, O. (Eds.). (2019). Skills and jobs mismatches in low-and middle-
income countries. International Labor Office.
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_emp/documents/publication/wcms

726816.pdf

13 Skills and jobs mismatches in low- and middle-income countries. International Labour Office -
Geneva: ILO, 2019
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In RA, the employed are classified according to the Classification of
Occupations™, which also underlies the ISCO-88 International Classification of
Occupations. This classifier defines the names of occupations in the Republic of
Armenia and the descriptions of their requirements with corresponding codes. The
results of the study showed that occupations and educational standards are not
coordinated in RA. For this purpose, relying on the international methodology, we
carried out matching of the main occupation groups and skill levels (table 2).

Table 2
Alignment of main groups and skill levels of the RA occupation classifier
| /SCO-08mgjorgroups | Skilllevel” |
1. Managers 4
2. Professionals 4
3. Technicians and Associate Professionals 3
4. Clerical Support Workers 2
5. Services and Sales Workers 2
6. Skilled Agricultural, Forestry and Fishery Workers 2
7. Craft and related trades workers 2
8. Plant and machine operators, and assemblers 2,1
9. Elementary occupations 1

Here’s the proofread version of your text with changes highlighted in bold
for clarity and accuracy:

Skill level is defined as a function of the complexity and scope of the tasks
and responsibilities performed in an occupation. The skill level is measured
operationally, taking into account several criteria, including the educational level
defined by the International Standard for the Classification of Education, which is
required for performing the tasks associated with a given job. Accordingly, Skill
Level 1 requires primary or secondary general education. Skill Level 2 requires
International Standard Classification of Education (ISCED)-2 level, i.e. secondary
or upper secondary level of basic education. Skill Level 3 requires an ISCED-5b
level, which is generally close to a vocational secondary level. Skill Level 4 requires
an ISCED-5a or higher education level corresponding to higher and post-
secondary education'®.

ANALYSIS. In recent years, the labor market has faced serious problems in the area
of personnel provision. One of the key reasons for this crisis is the lack of qualified

14 Education and Mismatch Indicators (EMI database). ILOSTAT database description
https://ilostat.ilo.org/methods/concepts-and-definitions/description-education-and-mismatch-
indicators/

15 International Standard Classification of Occupations Structure, group definitions and
correspondence tables.

16 The adjustments were made based on the International Standard Classification of Education ISCED
1997 and the International Standard Classification of Occupations Structure, group definitions and
correspondence tables.
https://uis.unesco.org/sites/default/files/documents/international-standard-classification-of-
education-1997-en_0.pdf
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@dgreports/@dcomm/@publ/document
s/publication/wems_172572.pdf
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specialists entering the labor market after graduating from educational institutions.
Here are the main reasons:

1. Lack of qualified specialists. Graduates often do not meet the
requirements of modern employers, as they do not have sufficient
knowledge and skills to work in a rapidly developing business
environment.

2. Low level of training. Educational institutions do not always have time to
adapt their programs to modern market realities, which leads to graduates
being unprepared for real tasks and challenges in the workplace.

The personnel crisis in the labor market poses a serious threat to the
development of business and the economy as a whole and implies identifying the
main mismatch challenges faced in the labor market of the Republic of Armenia
(RA). Scientific and technological development and the increased competitiveness
of economic entities are possible by providing them with qualified personnel who
possess the required qualifications and whose skills and competencies correspond
to the tasks within the framework of their work functions.

Relying on this methodology, the following indicators were collected from the
RA Statistical Committee (ARMSTAT) database: employment rates, employment by
educational level, and employment by types of occupation. This means that the
employed people included in groups 1 and 2 must have higher or post-secondary
education; those in group 3 must have secondary vocational education; those in
groups 4-7 must have pre-professional or secondary general education; and those
in groups 8-9 must have secondary general education. To determine the mismatch
between educational level and occupation, we first examined the structure of the
employed according to the types of occupation (Figure 2).

500 4281

1023 127.5
45.2 35.4
0 I I

W Managers

B Professionals

B Technicians and Associate Professionals

H Clerical Support Workers
Services and Sales Workers

m Skilled Agricultural, forestry and fishery workers
Elementary occupations

Figure 2. Employed by occupation classifier, 2022 (thousand people)’”

As we can see from figure 2, in the structure of the employed, there is a large
share of skilled agricultural and non-agricultural workers, operators, equipment
operators, machinists, plumbers, and then highly qualified specialists. It is followed
by highly qualified specialists and workers in the fields of service, housing,

17 Labor market indicators https://armstat.am/file/article/sv_06_23a_141.pdf
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communal economy and trade. According to the classification of occupation, the
smallest number of employed people is made up of office workers and heads of
administrative, executive, judicial, local government, organizations, political and
public associations.

If we look at the educational level of the employed people in RA, we will see
that in the structure of the employed people, people with secondary general,
higher and secondary professional education have a higher proportion.
Nevertheless, over the years, the employment rate of people with higher, post-
secondary education has increased, and if in 2008 the number of workers with
higher, post-secondary education in the structure of the employed was 21.8%, then
in 2022 it will be 32.63%. 2008-2022 during the period, the share of employed
people with higher, postgraduate education was 32% on average, those with
general secondary education - 40%, and those with secondary professional
education - 20%.

As we can see, the distribution of the labor force and the employed according
to educational levels is almost the same (figure 3).

Primary level of education | %22

Upper secondary level of education -3?1;88
Post Seconary level o ECalion o 533.2
First stage of tertiary education (short or 36.4
medium duration) D4
First stage of tertiary education (Ist degree, 226.1
medium duration) I 267.6
Second stage of tertiary education (leading to 370.3
an advanced research qualification) A 8202
0 200 400 600
Occupied M Labour Force

Figure 3. Occupied people and labor force of RA by educational level
(thousands of people), 2022 '8

It turns out that the labor force/employed ratio by educational level is on
average 1.13, which indicates that 1 out of 1.13 units of the labor force is employed
according to the corresponding educational level (table 3).

18 Compiled by authors Labor force by indicators and by years. RA Statistical Committee.
https://statbank.armstat.am/pxweb/hy/ArmStatBank/ArmStatBank_2%20Population%20and%20socia
1%20processes_23%20Employment%20and%20unemployment/PS-eu-11-2022.px/table/tableView
Layout2/?rxid=9ba7b0d1-2ff8-40fa-a309-fae01ea885bb

A7


https://statbank.armstat.am/pxweb/hy/ArmStatBank/ArmStatBank_2%20Population%20and%20social%20processes_23%20Employment%20and%20unemployment/PS-eu-11-2022.px/table/tableView%20Layout2/?rxid=9ba7b0d1-2ff8-40fa-a309-fae01ea885bb
https://statbank.armstat.am/pxweb/hy/ArmStatBank/ArmStatBank_2%20Population%20and%20social%20processes_23%20Employment%20and%20unemployment/PS-eu-11-2022.px/table/tableView%20Layout2/?rxid=9ba7b0d1-2ff8-40fa-a309-fae01ea885bb
https://statbank.armstat.am/pxweb/hy/ArmStatBank/ArmStatBank_2%20Population%20and%20social%20processes_23%20Employment%20and%20unemployment/PS-eu-11-2022.px/table/tableView%20Layout2/?rxid=9ba7b0d1-2ff8-40fa-a309-fae01ea885bb

8

SULSEUNRE3NhL Y <UUUNUYNRE3NRL 2024.3

Table 3
The number of unemployed per 100 employed people,
according to educational levels, 2008-2022 '°

—
Second stage of 22 19 18 19

tertiary education

(leading to an

advanced research

qualification)

First stage of tertiary 23 2 2 28 26 22 30 26 24 20 18
education (1st degree,

medium duration)

First stage of tertiary 33 1 9 22 20 28 27 20 20 14 16
education (short or

medium duration)

Post-secondary level 20 19 22 22 22 21 23 23 24 20 15
of education

Upper secondary level 18 19 " 18 18 22 27 27 34 14 22
of education

Primary level of 2 5 3 11 6 0 3 7 10 4 0
education

As we can see from the table, during 2012-2022, the ratio of unemployed to
employed people has changed. Currently, there are 13 unemployed people of the
same educational level per 100 employed people with higher, post-university
education, 18 unemployed people per 100 employed people with secondary
education, 16 unemployed people with pre-professional education, 15 unemployed
people with secondary education, and 22 unemployed people with basic education.
The number of unemployed, according to the level of education, has mostly
decreased in the groups with pre-professional, higher, post-university education
levels, while it has increased in the case of the general population (figure 4).

20
10.22
10 7.79
Al
0 [ |
Overeducated Undereducated .
10 7.74
-13.29
-20

B Second stage of tertiary education (leading to an advanced research qualification)
W First stage of tertiary education (Ist degree, medium duration)
| First stage of tertiary education (short or medium duration)
Post secondary level of education
B Upper secondary level of education

Figure 4. Proportions of under-educated and over-educated employees as a result
of matching educational level and type of occupation

19 Compiled by authors Employment by indicators and by years. RA Statistical Committee.
https://statbank.armstat.am/pxweb/hy/ArmStatBank/ArmStatBank_2%20Population%20and%20socia
1%20processes_23%20Employment%20and%20unemployment/PS-eu-13-2022.px/table/table
Viewl ayout2/?rxid=9ba7b0d1-2ff8-40fa-a309-fac01ea885bb
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The calculations show that in 2022 - 22% of the employed in RA are
overeducated, and 21% are undereducated, and the education of the rest
corresponds to the level of education required for the occupation. Comparing with
the results of the STEP survey conducted by the World Bank, the proportion of
both the overeducated and the undereducated has increased.

Calculations show that in 2022 according to types of occupation, only 22.4%
of the total employed should have higher education, while 32.63% of the total
employed have higher education. This means that for about 10.2% of the employed,
higher education is not mandatory. A similar situation is also in the case of
secondary professional education, where the discrepancy is 10.9%. They have the
opposite picture in the case of pre-professional education and 28.87% of those
employed here are underqualified (figure 5).

Mismatch at second stage of tertiary education _ 32.63

(leading to an advanced research qualification) 22.41

Mismatch at first stage of tertiary education (st _ 19.92

degree, medium duration)

Mismatch at first stage of tertiary education . 3.21
(short or medium duration) 32.08

0 10 20 30 40
m Have Must have

Figure 5. Discrepancy of employed people by educational level and employed people
by type of occupation, in % from the number of employed people, 2022

As we can see, there is a mismatch between education level and types of
occupation in RA, which reaffirms the skills gap in the RA labor market, becoming
one of the structural problems of the labor market that affects labor productivity
and growth. Achieving sustainable and more inclusive growth requires reforming
the education sector and strengthening active labor market policies.

CONCLUSIONS. The problem of mismatches between the labor market and
educational level is one of the challenges facing the economy and its social stability.
This phenomenon indicates a gap between education and the labor market. The
mismatch between the education system and labor market requirements hinders
the country's economic growth and development, slows labor productivity
growth, and impedes the assimilation of new technologies, among other issues.
This discrepancy leads to the improper utilization of the most important factor of
production.

The research findings show that in the Republic of Armenia (RA), there are
discrepancies at different educational levels, with employees being both
overqualified and underqualified. For many types of occupation, a workforce
with higher education is involved, even when higher education is not required
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for these jobs. This circumstance can be explained by both the increase in the
proportion of those with higher education in the structure of the employed and
the weak correspondence between the professional training of specialists and the
requirements of the labor market, as well as the limited opportunities for
adequate employment (which forces people to accept jobs below their
qualifications).

It turns out that despite the reforms taking place in RA in the field of
education, professional training, and continuing education, the problems of
misalignment between professional qualifications and skills with the
requirements of the labor market are still prominent.

Comprehensive measures are required to address this problem, including
changing the educational system and introducing modern methods of training and
personnel management. This is the only way to create a sustainable and
competitive economy capable of adapting to the challenges of the modern world.
The successful implementation of such reforms and expert opinions confirms the
importance and necessity of a systemic approach to solving these problems.

One of the options for solving the problem of qualifications mismatch in global
practice is the introduction of an effective system based on an Occupation
Classifier, aligning necessary qualifications with educational levels. It should
become an important tool for monitoring and diagnosing the market, as well as
defining the qualitative requirements for the workforce.

These professional standards should be developed and updated with the
direct participation of businesses. They will reflect labor market requirements
in specific fields and serve as a unique guideline for businesses to train
professionals. By defining a comprehensive set of knowledge, skills, and abilities
for all professions and occupations, professional standards will serve as a basis for
harmonizing existing legislation.
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CYCAHHA ATAMAHAH
Cmapwuii npenodasamens KagheOpb! MexOyHaPOOHbIX
sKOHOMUYecKUx omHoweHul Al3Y, KkaHoudam sKOHOMUYECKUX HayK

MEPU BAOANAH
Lexar charkynsmema 6yxeanmepckozo yyema u ayouma Al 3Y,
KaHOUOam 3KOHOMUYECKUX HayK, OoyeHm

JTYCUHE KAPANETAH
LloyeHm kagpedpbi Oenosozo admuHucmpuposaHus Al DY,
KaHOUOam 3KOHOMUYECKUX HaYK

AJIMK TOPOCAH

AcnuparHm kaghedpsi meopuu sxoHomuku Al DY

MACIUC 3APTAPAH
lpenodasamens AI'3Y
(DUHAHCOBO-3KOHOMUYECKO20 KOe0Xa

lpo6nempbi Hecoomsemcmsusa obpa3zosBaHus u npogbpec-
cuii Ha pbiHke mpyoda Pecnybnuku ApmeHus.— Kampablii feHb
NofM, KoMnaHuK, obpasoBaTeNbHble YUpemaeHna 1 rocyaapcraa
3aaloTcA BOMPOCaMu, CBA3aHHbIMK C pbiHKOM Tpyaa. Kakoe 06-
pa3oBaHWe [oMMeH nonyuntb Mol pebeHok? EcTb nu keanudpu-
uMpoBaHHaA paboyas cuna B TOM pernoHe, rpe Halla KomnaHuaA
nnaHWpyeT OTKPbITb HOBbIli Bu3Hec? HyxHo nu nepecmoTpeTb 06-
pa3oBaTenbHble NporpaMmbl? Heobxoaymbl M LONONHUTENbHbIE
CTUMYNbl [NIA NpuBnedYeHua cTygeHToB? PacTér o3aboueHHOCTb
TEM, YTO COBPEMEHHbIE HaBbIKK pabouyeli cunbl He COOTBETCTBYHOT
CTPEMUTENBHO MEHAIOLLMMCA TPEOOBaAHNAM SKOHOMMKM.

lpymeyaTenbHO, YTO HECOOTBETCTBUE KBaTM(UKALMA 1 Ha-
BbIKOB CTa/10 NpefMeToM HecroKoiicTBa 1A MONUTHKOB KaKk B pas-
BUTBIX, Tak U B pa3BUBAIOLLUXCA CTpaHax, 4To obbAcHAeTCA Obl-
CTPbIMU U3MEHEHWAMU Ha PbIHKE Tpyaa, rnobanusaumeil, TEXHONO-
MMYECKMM pa3BUTUEM U LeMOrpadouyueckuMmn naMeHeHnAMU. MHo-
rve nofm 3aHMMatoT paboune Mecta, KOTOpble He COOTBETCTBYHOT
nx ypoBHto obpasosaHua. OfHako MHorme pabotopateny otTmeya-
tOT TPyLHOCTU B Moucke paboTHMKOB, obnajaroLnx HaBblKamu,
HeobxoauMbIMK ANA pa3BUTMA 6U3Heca M NPOABUKEHUA UHHOBA-
umii. Llenb nccnepoBaHua — BbIACHUTb, COOTBETCTBYET SN YPOBEHb
obpasoBaHuA paboTHuKoB Pecnybnuku Apmenua TpeboBaHWAM,
npenbABNAEMbIM K HaBblkam Ha pabouem mecTe.

Kniouesbie crnosa: pbiHOK mpyda, Hecoomsemcmaue, HA8bIKU,
yposeHb 06pa3zosaHusA, npogheccus, 3aHAMOCMb
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