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Are Lots of College Graduates Taking High School Jobs?
A Reconsideration of the Evidence
by John Tyler

Richard J. Murnane
Frank Levy!

Introduction

Mass upward mobility through education is a central belief in American society.
Since World War I, this belief has centered increasingly on the value of a college
education. But twice in the last 25 years, the economic value of college has been called
into question by labor market developments.

The first challenge arose in the late 1960s and continued through the 1970s as
college-educated baby-boomers surged into the labor market and sharply depressed a
college diploma's economic return.? By the early 1980s, however, wages for less
educated workers had collapsed while the earnings of college graduates held their own.
A college education looked like a good investment once again.

The second challenge came in a 1992 article in this journal written by BLS

economist Daniel Hecker. Using occupational and demographic data from the Current



Population Survey, Hecker estimated that in 1990, 20 percent of all workers with college
degrees were either unemployed or employed in jobs requiring only high school skills.?
This figure, he argued, had risen significantly since 1970 when only 11 percent of
college-educated workers were similarly underemployed. Put simply, there were too
many college graduates.

Hecker's article, published during the 1989-92 white collar recession, was quickly
taken up by the popular press. An example was an August 1992 Newsweek column in
which economics reporter Robert Samuelson wrote:

... (Hecker) convincingly demolishes the notion that there's a scarcity of college

graduates and that sending more Americans to college will automatically create a

more productive economy...[If] more people had gone to college in the 1980s they

would have competed mostly for lower-wage jobs that usually don't require a

n4
degree.

In a similar vein, New York Times reporter Sylvia Nasar wrote a 1992 story,

"More College Graduates Taking Low-Wage Jobs,"* in which she emphasized the irony
of Hecker's findings coming at a time:
when college enrollments are at record levels, tuition is at an all-time high
and the most costly item in Bill Clinton's economic plan is a program to
send everyone to college who wants to go.
Hecker's message was updated and reinforced in the Summer 1994 Occupational

QOutlook Quarterly, an issue devoted to the college labor market. The issue's lead article

by BLS economist Kristina Shelley began with the warning:



The employment outlook for college graduates between 1992 and 2005 is like a
weather forecast in the midst of the summer doldrums: Tomorrow will be a rerun
of today -- or a little worse.®

Each of these articles cpntains the same warning: The economy is generating
college graduates faster than it is generating jobs for those graduates. Potential college
students and those who design educational policy ignore this fact at their peril.

In this paper, we demonstrate that the warning is largely misguided and that a
college education continues to have significant economic value. We reach our conclusion
by probing the details of Hecker's analysis. Greater detail is needed because Hecker's
conclusion is based on a highly aggregate statistic: the 1970-90 change in the proportion
of all college graduate workers holding high school jobs. By contrast, persons now

concerned with the value of college - potential students and policy makers - need to look

specifically at recent changes in the market for young college graduates.

To see why this is so, note that Hecker's main finding may reflect any of several, quite
different situations:
* A growing number of recent college graduates now working in latte' bars or other
jobs for which they are over-educated. This is the situation assumed by most of

Hecker's readers.

» A growing number of middle-aged college graduate managers who lost their
positions in 1980s’ white collar restructuring.’

» One or more events that took place entirely in the 1970s and have little relevance
for current decisions.

If, in this period of rapid technological change, older and younger college



graduates are not close substitutes in production, only the first of these situations raises
serious doubts about going to college today.

In a similar vein, more detqil is needed on the meaning of "high school jobs" - jobs
that seem to require only a high school education. As the Samuelson quote suggests,
Hecker's readers assume a high school job is one which pays a high school wage even to a
college graduate. But this is only an assumption since Hecker does not report wage data.
College graduates in high school jobs will probably have lower earnings than other
college graduates, but they still may earn more than high school graduates in similar jobs.
Anecdotal evidence suggests that skill requirements have been rising within some
occupations titles. If that has happened, it is possible that certain high school jobs now
require college graduates and employers are willing to pay to get them.

To summarize, for Hecker's findings to be relevant to today's college-related decisions,

three facts must hold:

Point I The nine percentage point increase in the share of college educated
workers in "high school jobs" between 1970 and 1990 must be a continuous
development - not a development confined to the 1970s.

Point II Recent increases in the proportion of college educated workers in

"high school jobs" (if increases exist) must include recent college graduates
- not just older workers.

Point III "High school jobs", as Hecker defines them, must pay "high school
wages" to anyone who holds them including college graduates.

In the remainder of this paper, we address each of these points in turn and show that



all of them are largely false. In absolute terms, 1989 young college graduates were doing
as well as (men) or better than (women) their 1979 counterparts. This conclusion applies
to both young BA's and young post-graduates.® To the extent that a growing proportion of
college graduates took high school jobs in the 1980s, it was older men (but not women),
victims in part of white collar restructuring. By contrast, young men and women proved
adept at moving into occupations that were expanding and had high wages.

We make this argument in six sections. In the next three sections, we address the three
points listed above - the time path of the movement into high school jobs, the extent to
which recent graduates were hurt in the 1980s, and the pay received by college graduates
in high school jobs. In Section IV, we examine the way in which young graduates in the
1980s followed market signals to upgrade their position. In Section V, we reconcile our
generally optimistic data with numerous anecdotes of young college graduates who are -

having trouble getting started. Section VI contains our conclusions.

I. Point [: The Time Path of the Trend

As Hecker demonstrates, the proportion of BA's and post-graduates who are either
unemployed or in high school jobs rose from 11.3 percent in 1970 to 19.9 percent in
1990. This difference between end-points has been widely quoted. The path between the
two-end points has received less attention. That path, reproduced from Hecker (1992),

appears in Table 1 and shows that most of the rise - from 11.3 percent to 18.6 percent -



occurred between 1970 and 1980. Between 1980 and 1990, the proportion increased only
by an additional 1.3 points.

The concentration of the problem in the 1970s is what we would expect from a steady
demand shift toward college graduates operating against a 1970s surge in supply.’ As we
noted, the 1970s were the decade in which the big, well-educated cohorts of the baby
boom first began their careers. Between 1970 and 1980, the number of workers with at
least 4 years of college grew by an astounding 7 percent per year. From 1980-89, the
number of workers with at least 4 years of collt-alge grew by 4.5 percent per year,'” a figure
more in line with the economy's absorptive capacity and a figure more in line with future
supply growth. We return to this point in Section II.

In sum, the supply of college graduate workers grew at a robust annual rate in the
1980s, while the proportion of these workers in high school jobs increased only a little.
This suggests that at least aggregate demand for college graduates remained strong in the
1980s. But strong aggregate demand for college graduates could mask falling demand for

new entrants and, it is to that subject that we now turn.

I1. Point II: How did Young College Graduates do in the 1980s?

Did the modest 1980s shift of college graduates into high school jobs mask a bigger

shift among young college graduates? To answer this question, we examine changes

between 1979 and 1989 using data from the 1980 and 1990 Public Use Microdata 1



percent Samples of the U.S. Census of Population and Housing.!! To keep our analysis
manageable, we begin by focusing on eight (age/sex/education) groups of workers:

* 25-34 year old men and women with exactly 12 completed years of
schooling.

* 25-34 year old men and women with exactly 16 completed years of
schooling.

* 45-54 year old men and women with exactly 12 completed years of
schooling.

*» 45-54 year old men and women with exactly 16 completed years of
schooling.

Where Hecker combined BA's and post-graduates, we focus here on BA's per se,
persons whose experiences are most relevant to young people considering college. Using
these groups, we can see whether different age/sex groups of BA's had to take high school
jobs at different rates. We can also measure the experience of 1989 BA's against two
yardsticks: 1979 BA's, and high school graduates in 1979 and 1989.'2 We consider the
experience of post-graduates at the end of this section.

Table 2 describes the 1979 and 1989 labor market experience of our four groups of
BA's: 25-34 year-old (hereafter, "young") men and women and 45-54 year-old (hereafter,
"older") men and women. The table includes data on each group's median earnings in
$1990 and the proportion of each group in "high school jobs", using Hecker's
occupational classification.'?

As the data show, neither young women nor young men (nor older women) display



the kind of labor market decline implied by Hecker's article. Among both young and older
Women 1989 median earnings were higher than the earnings of their 1979 counterparts.
Similarly, the fractions of young and older women in high school jobs were lower in 1989
than in 1979. Young men similarly show no deterioration: median earnings are slightly
higher in 1989 than in 1979, and the proportion of such men in high school jobs declined
slightly during the decade."

In Table 2 as in Table 1, we cannot interpret the figures for young workers without
discussing changes in labor supply. Between 1980 and 1990 the labor supply of young
male and female BA's grew by 60 percent. This growth represented a slowdown from the
1970s when the baby-boomers first arrived in force, but it is a much higher growth rate
than any we will see in the near future, regardless of how many high school graduates go
to college.

The difference is demographics. Between 1979 and 1989, the last baby-boom
cohorts were turning age 25. The number of 25-34 year-olds in the population (regardless
of education) grew by 19 percent. Between 1991 and 2,001, the total number 25-34 year-
olds will decline by 17 percent. Even if young people go to college in record proportions,
they will not produce anything like a 60 percent increase in the number of young BA's -
an increase that the 1980s economy successfully absorbed.

Of the four groups in the table, the picture of excess supply only fits older men.

Between 1979 and 1989, the real median earnings of older male BA's fell by 4 percent



while the proportion in high school jobs increased from 14.5 percent to 17.9 percent.
While these results point to recent white collar restructuring, the truth is more
complicated. Like the rest of t‘hese data, the data in Table 2 compare counterparts: men
who were 45-54 in 1979 and men who were 45-54 in 1989. Synthetic cohort analysis, not
reported here, suggests that the 1989 group already had a somewhat higher proportion of
high school jobs in 1979 (when they were ages 35-44) and only half of the observed
increase in high school jobs actually occurred to these men in the 1980s.

In any era, older BA's are imperfect substitutes for younger ones. In the current era,
rapid technological change may diminish substitution possibilities further. For this reason,
the most relevant data for current college decisions are the recent labor market
experiences of young BA's. As shown in Table 2, this recent experience has been
reasonably good.

Table 3, Panel A, emphasizes this point by comparing the earnings and hourly
wages of young BA's and young high school graduates. These results, familiar to most
readers, illustrate that while BA earnings grew for young men (modestly) and young
women (strongly), high school wages fell for both young women and (more sharply) for
men. Relative to a high school diploma, the value of a BA increased significantly.

Table 3, Panel B, uses similar data to address a point made by Hecker in a February
1995 article in this journal, an update of his 1992 article."* As Hecker notes, in 1992, 20

percent of college graduates (all ages and degrees) had earnings below the median



earnings of persons with high school diplomas, more evidence, he suggests, of an excess
supply of college graduates. For decisions about college, however, what is relevant is not
the level of the statistic at a point in time but the statistic's trend. Table 3, Panel B
contains these data for young men and women and shows that during the 1980s, the
proportion of young BA's with earnings below the high school median was falling for
both sexes.

We turn finally to the recent labor market experience of post-graduates. Appendix
Table A reproduces Table 2 for workers with more than four years of college.'® The
trends are consistent with the experience of BA's.

Over the 1980s, young women and men and older women post graduates all
experienced sharp median earnings gains while older men experienced more modest
gains. Similarly, young women, young men and older women post graduates experienced
moderate declines in the propbrtion holding high school jobs while older men
experienced a small increase.

We note one quirk in the data. Appendix Table A focuses on post-graduates. If it had
focused instead on BA's and post-graduates combined, it would have shown the
proportion of young workers in high school jobs rising slightly during the decade. It
would have shown this result despite the fact that young BA's and post-graduates were
both doing better in 1990 than in 1980.

The paradox is explained by composition bias. Between 1980 and 1990, the number of

10



young BA's increased far more rapidly than the number of young post-graduates. For
example, among young men, persons with just a BA comprise about 62 percent of the
combined 1980 group and 75 percent of the 1990 group. In both 1980 and 1990, young
post-graduates have higher median earnings and lower proportions in high school jobs
than young BA's. The 1990 group suffers, cet. par., because it contains a smaller share of

the higher-performing group.

II1. Point III: What do High School Jobs Pay BA's?

Table 4 displays the median earnings of BA's in "high school jobs" (using Hecker's
classification), and the ratio of these earnings to the median earnings of high school
graduates in the same set of jobs.

To place these data in context, recall that growing earnings inequality during the 1980s
involved two trends: a widening earnings gap between workers of different educational
levels and a growing "within-group" inequality among workers of the same educational
level.'” The data in Table 4 demonstrate both of these trends.

Begin with the case of young men. Recall from Table 2 that young male BA's had
roughly equal median earnings levels in 1979 and 1989. Growing within-group inequality
around a constant average points to lower real earnings for the worst-off BA's and higher
real earnings for the best-off BA's.

As shown in Table 4, young male BA's in high school jobs - presumably some of the

11



worst off male BA's - had median earnings of $23,115 in 1979, while their 1989
counterparts had median earnings of $20,963, a decline of 9.4 percent. The combination
of declining earnings among tf}e worst off and a steady median indicates a growing
within-group inequality among these young male BA's.

At the same time, the data show a growing BA-high school earnings gap for young
men in these high school jobs. In 1979, young male BA's in high school jobs were
earning 5 percent less than young male high school graduates in the same occupations. By
1989, young male BA's were earning 8 percent more than young male high school
graduates in those jobs. The pattern for older men is similar.

The earnings of young female BA's exhibit the same pattern in a somewhat different
form. For these women, within-group earnings inequality increased because earnings at
the bottom of the distribution grew but earnings in the middle (and top) of the distribution
grew faster: median earnings grew by 13.5 percent among young female BA's in high
school jobs (Table 4) and by 22.5 percent among all young female BA's, regardless of job
(Table 2). As was the case for young men, the earnings gap between young female BA's
and young women high school graduates in high school jobs widened over the decade.
The data for older female BA's tell a similar story.

To summarize, the 1980s were an era of growing inequality in which there was a
growing earnings gap between workers in the bottom of any group - young high school

graduates, older BA's - and the average worker in that same group. In our case, this means

12



that the earnings gap between the average young BA graduate and the young BA in a high
school job grew over the decade. But this is quite different than saying BA's in high
school jobs should have not gone to college at all. To the contrary, 1980s trends indicate a
growing differentiation between BA's and high school graduates within high school jobs
which suggests that a BA has growing value even among those graduates who are doing

most poorly.

IV. How Did Young BA's Do it?

How were young college graduates in the 1980s able to avoid the fate Hecker's
article suggests? To answer this question, it is useful to look at the occupations they
chose.

Figures 1 and 2'® display the occupational distributions of the young female and male
BA's. In both 1980 and 1990, young female BA's were largely employed in three
occupational groups -- administrative support, professional specialties, and executive and
managerial occupations (Figure 1). Over the decade, however, the share of young women
in professional specialties declined significantly, a point we return to below.

Over the same period, young male BA's were concentrated in white collar and
supervisory occupations,'® professional specialties, and executive and managerial
positions (Figure 2). Among such young men, however, the share employed in

professional specialty occupations increased over the decade.
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Figures 3 through 6 explain why professional specialty occupations play a key role in
our story.

Figure 3 displays the employment share distributions within professional
specialties for young female BA's in 1980 and their 1990 counterparts. In both years,
young female BA's were employed primarily in health occupations and in education. But
the 1990 cohort of young females display a striking trend: all of their reduced
employment share in professional specialties reflect declining employment levels within
education and social sciences, while their employment shares in all other professional
specialty occupations increased.

The impact of this shift on the annual earnings of the 1990 young cohort of
females is evident in Figure 4. Education - the occupational category with the falling
share of young female BA's - had a low earnings level. Three of the categories with
growing shares of young female college graduates had earnings that were high and rising.
Put differently, the shift of young female BA's within professional specialties reflected
responses to market signals.

Figures 5 and 6 present a similar follow-the-market story for the 1990 young men.
Young male BA's in 1990 had higher employment shares in professional specialties than
did their counterparts in 1980. Figure 5 shows that virtually all of this increase occurred
in engineering, the sciences, and health, and that, in fact, the 1990 young male cohort had

decreased relative shares in education and the social sciences.
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The distribution of median earnings by occupation in Figure 6 shows the effect of
these shifts in employment shares on young male BA annual earnings. As with the 1990
young women, the three categgries where young male BA's congregated in 1990 were the
three categories where annual earnings are the highest and grew the most over the 1980s -
- engineering, the sciences, and health occupations. And as with the young female BA's
in 1990, the young men had substantially reduced employment shares in the low paying
field of education.

The message of Figures 3 through 6 is that young male and female college
graduates were very responsive to market signals regarding employment and earnings
opportunities. Both groups increasingly earned degrees in those occupations which had
higher earnings levels at the beginning of the decade and which had the greatest earnings
growth over the decade: highly technical fields such as engineering, the sciences, and
health. Correspondingly, fewer young men and women opted for degrees which led to

lower paying careers in education and the social sciences.

V. What About the Latte' Bars?

Every reader of this paper will have an anecdote about some new college graduate
- a child, a friend, a child of a friend - who is having trouble getting launched. Anecdotes
make strong impressions and even a charitable reader may conclude that we are right

about the 1980s, but that the world has changed since then.
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A changed world, however, is not the only way to reconcile anecdotes with the data.
Most anecdotes about getting started describe 22 or 23-year-olds. The "young worker"
data in Table 2 describe the mfedian earnings of 25-34 year-olds - roughly speaking, the
earnings of a 30-year-old. Anecdotes and data can both be right if young people do a lot
of "getting on track" between the ages of 22 and 30.

In Figure 7, we show median annual earnings for female and male BA's at ages 22, 23,
... up through age 30, in both 1979 and 1989. The figures show that in both 1979 and
1989, 22 and 23-year old BA's had quite low earnings in line with the anecdotes. But the
figures also show that young BA's make substantial progress during their 20s so that by
the time they are 30, their earnings resemble the data in Table 2.%°

We do not mean to minimize the problem of getting started particularly in an economy
with significant white collar restructuring. But we should not let the anecdotes obscure
the fact that newly minted BA's working in latte' bars (or their equivalent) is nothing new,

and that working in a latte' bar at age 22 does not mean working in a latte' bar at age 30.

VI. Conclusion

Daniel Hecker's picture of a growing number of college graduates in high school jobs
has become one of those "facts" everyone knows. The fact has been taken, particularly by
the media, as evidence that expanding access to college is no longer a sensible thing to

do.
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In this paper, we have argued that the "fact" was largely an experience of the
1970s. Over the 1980s, by contrast, the absolute value of a college diploma has held its
own for young men and incree‘lsed for young women, as both groups responded to market
signals. These facts have been obscured by the way in which college graduates often take
two or three years to get started.

Over the 1980s, a college diploma's value relative to a high school diploma has also
increased. The widening college-high school earnings gap has been demonstrated by
many authors.?! But as we show in this paper, the gap has widened even for young men
and women employed in "high school jobs".

We do not conclude from this analysis that everyone should go to college. Rather, we
conclude that gluts and shortages of college graduates should be determined in the old
fashioned way - by looking at prices and quantities. Other kinds of data like occupational
skill requirements can tell intéresting stories. But when those stories conflict with market
data about prices and quantities, it is the market that we should believe. Right now, the

market says a college education remains a good idea.
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Table 1. Hecker's numbers on percentage of college graduates in "high school-type" jobs.

Year Percent in "high school-  Percent in "high school-type"
type" jobs or unemployed jobs®

1967 11.7 10.9

1970 11.3 10.0

1975 16.7 14.2

1980 18.6 16.9

1985 19.2 17.1

1990 19.9 17.9

Source: Daniel Hecker. "Reconciling conflicting data on jobs for college graduates," Monthly
Labor Review, July 1992.




Table 2. Comparison of median annual earnings, 1979 and 1989, for BA's with positive
earnings (1990%).

Cohort 1979 1989 "79-'89

chng.
YOUNG FEMALES
Median earnings $17.961 $22.011 +22.5%
Percent in HS Jobs 28.2 25.2 -3.0 pts.
YOUNG MALES
Median earnings $28,981 $29.841 +3.0%
Percent in HS Jobs 25.0 23.2 -1.8 pts.
OLDER FEMALES
Median earnings $19,561 $24,107 +23,2%
Percent in HS Jobs 27.6 23.6 -4.0 pts.
OLDER MALES
Median earnings $48,000 $46,119 -3.9%

Percent in HS Jobs 14.5 17.9 +3.4 pts.




Table 3. (Panel A) Median annual earnings and wages of BA's and high school graduates,
males and females, and (Panel B) the percentage of male and female BA's with annual
earnings below the median high school earnings level, 1979 and 1989 (1990%).

Cohort and Labor Market "79-'89 %
Measure 1979 1989 change
Panel A
YOUNG MALES
COLLEGE GRADUATES
Annual earnings $28.,661 $29.348 +2.4%
Hourly wages $13.95 $14.11 +1.1%
H.S. GRADUATES
Annual earnings $24,893 $20,685 -16.9%
Hourly wages $12.41 $10.08 -18.8%
YOUNG FEMALES
COLLEGE GRADUATES
Annual earnings $17,783 $22,011 +23.8%
Hourly wages $10.84 $12.09 +11.5%
H.S. GRADUATES
Annual earnings $12,451 $12,578 +1.0%
Hourly wages $7.70 $7.21 -6.4%

Proportion of Young BA's Below the (Respective) High School Median Earnings Level

Panel B

MALES 358 250 -30.2%

FEMALES 330 ,249 -24.5%




Table 4. 1979 and 1989 median annual earnings of BA's with positive earnings employed in
"high school-type" jobs.

Cohort . 1979 1989 '79-'89 %
chng.
YOUNG MALES
Median earnings  $23,115 $20,936 -9.4
Coll./HS earnings ratio 0.95 1.08 +13.7
YOUNG FEMALES
Median earnings  $14,228 $16,143 +13.5

Coll./HS earnings ratio 1.18 1.40 +18.6




Figure 1
Occupational Distribution of 25-34 year-old Female BA's with positive earnings
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i Figure 5
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Figure 7 Median Annual Earnings of BA's with Positive Earnings, ages 22-30 (1990 $)
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Appendix

Table A. Comparison of median annual earnings, 1979 and 1989, for post-graduates with
positive earnings (19908).

Cohort 1979 1989 '79-'89
chng.
YOUNG FEMALES
Median earnings $21,338 $25,757 +20.7%
Percent in HS Jobs 13.6 11.6 -2.0 pts.
YOUNG MALES
Median earnings $29,603 $33,541 +13.3%
Percent in HS Jobs 25.0 232 -1.8 pts.
OLDER FEMALES ]
Median earnings $27,479 431,969 +16.35
Percent in HS Jobs 10.4 8.8 -1.6 pts.
OLDER MALES
Median earnings $48.,000 $50,312 +4.8%

Percent in HS Jobs 7.5 7.6 +0.1 pts.
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