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1. Introduction

Japan's system of higher education has become a mass education system more
similar to that of the U.S. than to European systems. At present 38 % of

a given age group receive some form of college education which is almost
twice as many as in the F.R.G. Moreover, more than three times as many
college graduates enter the working force in Japan than in Germany i. e.
423,000. Now this raises the question of how and why the Japanese economy
can absorb so many college graduates. This paper will attempt to give an
answer,

At present almost all industrialized nations have come to face the problem
of having to supply jobs for an ever increasing number of college graduates,
whereas Japan hed had to cope with this situation in the 1930's. In those
days already Kotschnig wrote a book entitled "The Unemployed Learned Profes-
sion" in which he pointed out that Eastern Europe had a more serious un-
employed problem than the U.S. The reason lies, according to Kotschnig, in
the different social background of the students. In Eastern Europe university
students tend to come from the upper or upper-middle class thus expecting

to find employment in the traditional academic fields, while in the U.S.
they come from more diverse social backgrounds and are therefore more flex-
ible in their job expectancies. They are, for instance, in spite of their
college education, willing to take jobs previously held by non-college
graduates.

Simplifying his argument, we might state that the absorption problem depends
on the job expectancy of the college graduate which in turn depends on his
social background. This, in my opinion, still holds true, even though we
have to take various other factors into account. In this paper I shall dis-
cuss two such factors:

- the wage system

- the work structure

drawing my examples from the Japanese experience.

Before going into detail, Tet us compare some basic data of Japan and
Germany. In 1981 130,000 students graduated from institutions of short-cycle
higher education (two-year colleges) and 294,000 from four-year colleges

and entered the Tabor force in Japan. On the other hand only 45,000 graduates



from middle schools and 595,000 from high schools entered the job market.
Thus, 40 % of the entrants to the work force were college graduates of some
kind, 56 % were high school graduates and only 4 % were middle school grad-
uates. (See table 1, fig. 1). While in Germany more than 100,000 college
graduates entered the labor force or around 0.3 % of the total working popu-
Tation as compared to 0.7 % in Japan. On the other hand, the educational
background of the total working force in Japan is as follows:

39 % middle school graduates

43 % high school graduates

18 % college graduates.

Table 1: Survey of Japanese and German Higher Education

Japan ~ Germany
Total population (1980) 116,916,000 61,658,000
Enrollment at institutions of
higher education (1981)
Total v 2,194,500 1,121,600
University 1,822,100 897,000
2-year colleges 372,400 224,700
Number of graduates
(1981 in Japan; 1980 in Germany)
Total 552,800 122,100
University | 386,100 87,400
2-year colleges | 166,700 34,700
Working population (1981) 57,070,000 27,992,000
Percentage of college graduates
in the Tabor force (1979 in Japan;
1980 in Germany)
Total | 18.0 % 8.5 %
University | | 5.6 %

2-year colleges 2.9 %
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If we assume that the replacement ratio corresponds to the education of

the job seekers, then the mismatch between supply and demand becomes apparent.
The "over-educated Japanese" is as much a reality as the "over-educated
American."

How and why does the Japanese economy cope with so many college graduates?
Let us start with the simplest factor.

2. The Changing Occupational Structure

In Japan, as in other industrialized nations, the occupational structure

of the labor force has undergone important changes; the most remarkable be-
ing the decrease of farmers and fishermen (see table 2). In 1950 they com-
prised almost 50 % of the total labor force which has diminished to only 12 %
by now. On the contrary the proportion of white collar jobs, namely profess-
ional and technical workers, managerial, administrative, and clerical employ-
ees has almost doubled in the last 30 years. Along with the rapid increase
of white collar workers the proportion of sales personnel and production
process workers has also increased. ;

Among those occupational changes the expansion of the white collar groups

has been important for the labor market of college graduates because these
occupations tend to depend on college graduates more than others. For in-
stance in 1960 52.4 % of the professional and technical employees and 31.8 %
of the managerial and 17 % of the clerical ones were college graduates (see
table 3). Thus this change in the occupational structure opened a larger
number of job opportunities for college graduates.

At this point we'might ask to what extent this pattern can explain the

actual increase of college graduates in the working force. To answer this
question we can apply the same method that is used in job market prognosis
not in order to predict future trends but rather to explain past ones.

Let us assume that the percentage of college graduates within each occupation
remains constant, then how many new openings have been created for college
graduates through such an occupational change?

My calculation shows that between 1960 and 1970 60 % of the increase in
college educated workers can be explained by the change in the occupational
structure, while the remaining 40 % are the result of the educational up-
grading in each occupation.]) Between 1970 and 1977 43 % were due to struc-
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Table 3: Percentage of College Graduates in the Total Labor Force in Japan
1960 - 1977 According to Occupations

1960 1968 1970 1971 1974 1977

Total 6.7 10.3 10.6 12.0 14.5 14.7
Professional and technical -

workers 2.4 58.2 58.8 61.2 63.6 51.5
Managers and Officials 31.8 37.2 37.6 36.3 38.1 34.6
Clerical and related . : :

workers 16.9 18.4 18.1 20.3 22.7 23.3
Salesmen ‘ 5.9 10.4 11.1 12.6  16.0 16.7

Farmers, lumbermen and .
fishermen 0.5 . 0.9 0.9 1.1 1.7 1.

nNY

Craftsmen, workers in trans-
port and communication and ;
production process 1.9 3.0 2.5 3.3 4.7 4.4

Service, protective service
workers 2.6 5.1 4.1 5.6 7.6 5.3

tural change and 67 % to educational upgrading (see table 4). Recently a
similar analysis was done by the Ministry of Labor; limited to male workers
it showed that between 1968 and 1974 41 % of the increase in male college
graduates on the job market were caused by the changing occupational struc-
ture, between 1974 and 1979 it was 34.9 %. From these figures it can be seen
that: (1) the change in the occupational structure has created a larger job
market for college graduates, and (2) that the educational upgrading of
various professions has been to the advantage of the college educated. These
studies have also shown that the educational upgrading is most noticeable
among sales personnel and production process workers. My own research shows
that for the period between 1970 - 1977 only 23 % of the increase of college
graduates in sales personnel were due to the quantitative expansion in that
field, while the remaining 78 % were due to the replacement of non-college
graduates by college graduates. Table 4 shows that a similar trend can be
found for production process workers (including transport, communication,
farming and fishing professions).



(£°99) (¢-gg) (0°001) (6°6¢) (1°09) (0-001)
000°8EY° T 000°16/ 0006222 000°250°1 000°¥8S°1 00045€92 Lejoy

(e-211) (€721-) (0-001) (2°¢6) (879) (0°001)
000° 45 000°€9- 000°11S 000°00€ 000°22 000°22¢€ 43Y30 ©|enuep

(£:08) (L°61) (0-001) (1°£2) (6°22) (0°001)
000°8€€ 000°€8 000°12¥ 000°92¢ 000°.6 000°€2¥ sa|es

(6°65) (1 0t) (0°001) (1°91) (6°€8) (0°001)
000°9/% 000°81¢ 000° 16/ 000°88 000°09Y 000°8%S LedLud|)

~  (s'191) (5°19-) (0-001) (9-92) (v€L) (0-001)
000°2t 000°91- 000°92 000611 - 000°62€ 000°8vY Letuabeuey

(% £°1) (% £°86) (% 0°001) (% §p2) (% 6°67) (% 0°001)
000°8 000°691 000° LLY 000°612 000979 000°G68  LBOLUYD3}-|RUOLSSDO0Ud

juauodwod jusuodwod Juauodwod Jusuodwod

JButpeabdn ,JUBISU0D aSPaUdUL ,butrpeabdn ,JUBISUO0D 9seaudulL

leuoijeonpy, [euotjednpy, Len3oy [euoLjesnpy, Leuotleonp3, [enloy

LL61-0L6T 0£61-0961

uedep ut sdnoag [euoLjednddog Aq sajenpedy 3ba||0) jo aseaddul :p a|qel



-8 -

3. Vertical Substitution by College Graduates

Let us now look at the replacement of non-college graduates by college grad-
uates in jobs hitherto reserved for the lesser educated. Table 4 shows that
the educational upgrading is particularly strong in sales and production
process. In 1560 the percentage of college graduates among the total number
of sales personnel was only 6 %, by 1977 it had increased to 16.7 %. Although
the number of college graduates is still small in production process, an
upward trend is certainly noticeable from 1.9 % in 1960 to 4.4 % in 18977.

There are various reasons for the heightened attraction of college graduates
to those occupations. The quality of the job has changed particularly in
sales which includes selling department store commodities, automobiles, com-
puters or other compliicated machines which require technical knowledge and
skill. Sti11 only part of the increase of college graduates can be explained
by the steadily more complicated technology of the merchandise, for a sales
position is often used as a first step on the career ladder in Japan.

College graduates may start as salesmen or production process workers but

not necessarily finish their career in these positions. Most of them are
assigned to those positions at the beginning of their career in industry or
with a certain company. This policy has a long tradition in Japan, where
those just out of college are offered a lower position with a company in
order to gain the experience necessary for a later higher position in manage-
ment. Let us look at the educational structure of college graduétes according
to age. In 1979 26 % of the college graduates between the ages of 25 to 29
were clerks and 23 % salesmen, but only 15 % of the college graduates between
50 and 54 were clerks and only 9 % were salesmen.

Although the data are sufficient to separate career patterns on the one hand
and historical changes of the occupational structure on the other, they
suggest that young college graduates start their career mostly as clerks in
the lower ranks and are gradually promoted to higher positions. This has been
a traditional career pattern of college graduates in Japan. However, recently
the traditional pattern has gradually changed. Previously, most college
graduates began their careers as clerks in an office, but recently, because
of the increased number of college graduates, they have been forced at the
beginning of their career to start in the sales or the production process
departments.
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Looking back on the past, one can conclude that Japanese industry has been
forced continously to rearrange its job organization replacing workers with

a lower education by those with a higher one. The first such substitution
process took place in the late 60's and early 70's, when middle school grad-
uates were replaced by high school graduates. Table 5 shows that up to 1965
half of the entrants to the labor force were middle school graduates. How-
ever, as a result of the expansion of secondary education the number of middle
school graduates entering the Tabor force decreased noticeably. In 1960 58 %
of the pupils completing compulsory education continued on to high school,
whereas 40 % entered the labor force directly. 10 years later, however, 82 %
of the middle school graduates continued on to high school Teaving only 20 %
to enter the working force, which diminished even further in 1975 to only 9 %.
So that since 1670 it can be said that college graduates outnumber middie
school graduates as entrants to the job market.

Table 5: Educational Background of Entrants to the Labor Force in Japan
1960 - 1980 (Percentage)

Year Middle High University Total Absolute
school school and college number
graduates graduates graduates '

1960 49.7 41.6 8.7 100.0 1,375,648
1965 41.6 46.7 11.7 100.0 1,500,450
1970 19.8 59.6 20.6 100.0 1,370,582
1975 9.0 56.9 34.1 100.0 1,039,321
1280 6.1 54.5 39.4 100.0 1,100,534

This remarkable change of manpower supply has forced industry to rethink

its recruitment policy. Formerly, the manufacturing industry hired a large
number of middle school graduates as production process workers. However,
responding to a decreased supply of middle school graduates, employers have
recruited more and more high school graduates {see table 6). In 1955 only

14 % of the high school graduates started out as production process viorkers
while it increased to 31 % by 1970.

Another interesting factor is the ratio of middle school graduates to high
school graduates in the production process. In 1955 the ratio was 4.9 to 1,

in 1960 3.3 to 1, in 1965 2.4 to 1, in 1970 0.7 to 1, and finally in 1975
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Table 6: Occupations of Recent High School Graduates in Japan 1955 - 1980
(Percentage) ‘

Year Clerical Sales Production Service Others Tpta] Absolute

process , number
1955 33.5 15.2 14.4 3.7 33.2 100.0 340,529
1960 39.0 17.0 21.7 3.9 18.3 100.0 572,502
1965 40.7 16.4 23.3 3.3 16.3 100.0 700,261
1870 34.3 17.0 31.3 4.1 -13.4  100.0 816,715
1975 39.1 15.3 27.6 5.5 12.5 100.0 591,437
1680 34.1 17.8 28.8 7.6 - 11.8 100.0 599,693

0.4 to 1. At present most production process workers are recruited from
high school graduates because middle school graduates have almost disappeared.

In sales the vertical substitution has proceeded much faster (see table 7).
In 1955 60 % of the new employees were middle school graduates, while 38 %
were high school graduates. However, as early as 1960 the percentage of
high school graduates increased to 57 % and that of middle school graduates
decreased to 37 %. At the same time the proportion.of co]]ége graduates in
that profession incfeased from 12 % in 1965 to 34 % in 1975.

4. The Controversy over Educational Expansion

0f course there were many heated discussions regarding the opening of high
schools to'a larger number of students. The political party in power, the
Liberal Democratic Party, representatives of employers' interest groups, as
well as the Ministry of Education did not support this plan, whereas the
opposition party and the teachers' union reacted favorably to it. The
Ministry of Education insisted that admittance to high school should be
limited to those students able to master the high school curriculum, but
the Ministry did not or could not work out and offer any criteria for
determining just who would be able to master the curriculum or what curri-
culum was to be mastered. The teachers' union on the other hand demanded
open admission for all students who wanted to enter high school, but they
also failed to offer any concrete expansion plans. Thus the discussion
focussed on basic principles without ever becoming concrete. Most symbolic
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Table 7: Educational Background of Entrants to Sales Occupations in Japan
1955 - 1975 (Percentage)

Year Middle High Junior University Total Absolute
school school college graduates number
graduates graduates graduates

1955 58.°2 38.2 0.5 2.2 100.0 135,091
1560 37.0 56.8 0.6 5.6 100.0 171,204
1965 24.2 63.4 1.3 11.1 100.C 181,341
1970 6.2 69.2 2.9 21.8 100.0 200,700
1575 3.6 62.9 2.6 30.9 100.0 143,946

was the procedure of discussion in the Commission of Economic planning in
the 1960's. In this process, the Ministry of Economic Planning worked out

a tentative admission plan, setting the target quota of persons transfering
to high school at 82 % in 1970. At the time the plan was formed the actual
enrollment was still Tess than 60 %. Once this target was made public, many
objections were raised, although it was based on a mere extrapolation of
regression between the enrollment ratio and the GNP per capita. Employers
criticized the proposal because they feared a shortage of middle school
graduates manpower, while the Ministry of Education feared the increased
financial burden caused by the expected high school expansion. After consi-
derable debate a compromise was reached and the Commission set the target
enrollment at 72 % for 1970.

Crucial for high school policy was the fact that the final decision did not
1ie with the central government but rather with the prefecture. The influence
of the central government was only indirect, and each prefecture made its
own final decision. The debates on the prefectory level had a completely
different tendency than those on the central level, i.e. all the political
parties even the Liberal Democratic Party supported the expansion plan or at
least did not oppose it, which reflects the political and social situation of
those days. The 1960's were a time of economic expansion, incomes increased
and most parents wanted their children to receive a high school education.
As a result the high school expansion policy became a useful slogan for
most parties out to get the political support of the voters.

Consequently, ignoring the debate on the central level, each prefecture be-
gan to extend the capacity of its high schools on its own. As a result, the
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capacity expanded by 60 % from 1960 to 1964 and the enrollment increased
from 57.7 % in 1960 to 69.3 % in 1964. Taking into consideration the re-
ceeding birth rate of the age group in question enrollment in 1974 exceeded
90 %.

In short, the high school expansion is primarily the result of an educational
policy based on the "social demand approach" and to some extent the outcome
of incidental demographic factors, while the manpower reguirements of em-
ployers were not reflected in the process of educational decision making.

As mentioned above, employers viewed high school expansion rather suspi-
ciously because they feared a decrease in cheap labor. Traditionally, they
hired 15 year o1d middle school graduates, trained and used them as produc-
tion process workers. Now, however, as high school enrollment increased,
emp]oyers realized they could not attract middie school graduates unless
they provided them with the opportunity to continue their education at

least part-time. Middle schdo] graduates have become a kind of minority in
a high school educated society. Thus, most companies were forced to set up
a continuing education program in co-operation with an external high school
which meant additional expenditure for the training and welfare of middle
school graduates. Finally, employers realized that middle school graduates
were not cheap laborers any more and thus they changed their recruitment
policy to hiring high school graduates rather than middle school graduates
as production process workers. This policy was facilitated by the fact that,
as we shall discuss later, the wages between the two groups did not differ
-substantially. o

The debate on the expansion of higher education followed a different course,
because of the considerable number of private colleges and universities
which have only recently come to be under direct supervision‘bf the Ministry
of Education.

From 1955 to 1980 the total number of students enrolied in 4-year colleges
and universities increased 3.5 times and 81 % of this increase was in the
private educational sector (see table 8). This phenomenon can be explained
by the special relationship between these private institutions and the Mi-
nistry of Education.

Each new university or departmenf within a university, be they private or
public, needs to be approved by the Ministry of Education. Prior to this
approval the Ministry of Education asks the University Chartering Commission
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Table 8: University Students by Establishing Body in Japan 1955 - 1880

(Percentage)

Year State Municipal Private Total Absolute number
1955 35.6 4.8 59.7 100.0 523,355
1960 31.0 4.6 64.4 100.0 626,421
1965 25.4 4.1 70.5 100.0 937,556
1870 22.0 3.6 74.4 100.0 1,406,521
1675 20.6 2.9 76.4 100.0 1,734,082
1980 22.2

2.8 75.0 100.0 1,835,312

to examine each application on the basis of the established standards.
Important from the viewpoint of educational planning is the fact that the
work of this Commission is limited to the chartering phase and it is not
entitled to supervise the gquantitative expansion of higher education. Once
approved, privat colleges and universities could set the enroliment targets
by themselves taking the market situation into account. They were only re-
quired to report any changes in the number of admitted students, yet these
were no longer subject to the approval of the Ministry of Education. Such

a lenient policy of no-control, no-support on part of the government regard-
ing the private sector of higher education continued until 1975.

Another factor which accounted for the rapid expansion of the private edu-
cational sector was its open admission policy. Contrary to Germany where
only Abiturienten, i.e. less than one forth of a given age-group, are
admitted to universities, in Japan all high school graduates are eligible
to take the entrance examination. If they are interested in getting a col-
ledge degree and can manage it financially, then 90 % of an age-group can
theoretically enroll in any of the given institutions of higher learning.
Whereas the aim of higher education planning in the Federal Republic of
Germany is to offer almost a guaranteed opportunity to enrcll to a select
group of the population, Japan's universities provide the service named
higher education for an undefinite customers' market.

This flexible structure, based on the mechanisms of the free market system,
made it very difficult for the central government to conceive a general plan
for higher education. There have been several attempts made to predict the
future demand for higher education, but they remained predictions without
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ever becoming concrete objectives. The central government could only make

up for the deficit in the development of the private sector by supporting
the development of the public universities. In fact, in the 1960's it in-
creased the number of engineering students in the public universities. This
occurred as a response to the increasing demand of industrial corporations,
and since the private universities did not expand these expensive depart-
ments significantly. This holds true also for the medical departments and
the departments of teachers' training at public universities. The Ministry
of Education was willing to support expansion programs for these depart-
ments as the future need for these graduates can be easily determined,

while the "soft" departments such as humanities or social sciences were left
to the private institutions. The result of this division of labor or "market
sharing" can be seen on table 9 where the number of students in the different
fields are listed. In short, the function of the Ministry of Education as a

Table 9: University Students by Field of Study and Establishing Body in
Japan 1981 (Percentage)

State  Municipal Private Total

Humanities 6.3 21.8 15.7 13.5
Social sciences 14.7 34.2 47.3 40.1
Natural sciences 6.2 3.5 2.4 3.2
Technology 26.7 10.9 17.7 19.4
Agriculture 7.8 2.5 2.3 3.4
Medical 8.2 10.4 2.9 4.2
Health sciences 1.4 3.2 2.6 2.3
Home economics 0.3 5.7 2.1 1.8
Education 23.8 3.3 3.5 7.7
Fine arts 0.6 4.1 3.0 2.6
Others 4.0 0.5 0.7 1.3
Total 100.0 100.0 100.0 TO0.0
Absolute number 360,377 46,587 1,318,850 1,725,814

planning agency has been marginal, and it has never been in a positicn to
conceive a comprehensive plan covering both the public and the private
sector so as to control the total system of higher education.
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However, 1975 was a turning point in the policy of higher education. In

that year Parliament passed a law calied the Promotion Law for Institutional
Aid to Private Schools by which private universities and colleges were put
unaer the control of the Ministry of Education in exchange for financial aid

2)

from the central government. This law also stipulated that the Ministry of
Education could not establish any new universities, colleges or new depart-
ments, nor could students' enroliment in private institutions be increased
over the next five years (1975-1980) except in special cases. This policy
was dictated by the fear on the part of the Ministry of Education and the
central government that there would be endless expansion in the privete sec-
tor of education which in turn would lead to unlimited investment of public
funds, unless some brake were put on.

Concurrently with this restriction policy the central government started a
comprehensive plan covering both the private and public sector for the first
time since World War II. The First Plan was set up in 1976 by the Advisory
Committee for Higher Education (Koto Kyoiku Kondankai) for the period from
1976 to 1980, and the Second Plan by the University Chartering Commicsion

in 1379 for the period from 1981 to 1986.

The objectives of the First Plan were as follows:

(1) A moderate expansion in higher education. This Plan aimed to increase
the admission capacity of universities and junior collieges from 608,C00 in
1975 to 640,000 in 198C. Thus, the enrollment ratio to the populaticn of
18 years old would be raised from 38.8 % in 1975 to 40.3 % in 1980 as con-
pared to the actual increase from 24.2 % in 1970 to 38.4 % in 1975.

(2) To restrict the expansion of tine private institutions and to support
instead that of the public ones. This Plan aimed to increase the share of
the public sector from 17.5 % in 1975 to 18.5 % in 1980. More concretely it
planned to increase the capacity of admission by 10,000 in state, by 1,500
in municipal and by 20,000 in private colleges and universities.

(3) To 1imit the expansion of new institutions of higher education in urban
areas but to support their foundation in other areas instead; this was meant
to change the geographical distribution of higher educational institutions
and to decentralize educational opportunities.

(4) To officially acknowledge the status of "Senshu gakko", which may be
defined as a "practice and vocation-oriented short cycle post-secondary
education of a non-university type."
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Hitherto schools of this type had been classified as "miscellaneous school”
and were not covered by the laws for the "regular school system." The law
of 1974 stipulated that Senshu-gakko can offer three types of courses,
namely: ‘

higher courses, professional courses, and general courses; the first being
for middle school graduates, the second for high school graduates, and the
last for adults irrespective of their educational background. According to
the new law the professional courses were included in the category of "post-
secondary education," because they were oriented towards high school grad-
uates. Most of them provided a one or two-year (partly a three-year) full-
time training program for example in computer science (operation, programm-
ing), car repairing, bookkeeping, medical care, nursing etc. In 1981 around
356,000 students attended professional courses of Senshu-gakko, compared to
the around 367,000 students enrolled in junior colleges during the same
year. Most of the Senshu-gakko are private institutions, and 27 % of the
students take courses in medical care and related fields, 19 % are enrolled
in industrial courses liké computer programming and operation, car-reparing,
machine-maintenance, and 18 % in home economics.

This Taw aimed at making the system of post-secondary education "more flex-
ible and diverse." An attractive vocation-oriented short cycle post-second-
ary education was expected to provide high school graduates with a fourth
choice along with the traditional university, junior college or a job. More-
over, it was expected to compete with the traditional institutions by provid-
ing a more market-oriented and more flexible type of training. Suddenly the
traditional anti-reformers in higher education found themselves in competi-
tion with the short cycle practice-oriented post-secondary education.

It is time now to evaluate the outcome of this Plan for the period of 1975
to 1980. Although generally it is believed to have been successful, it can
also be considered from another perspective.

Table 10 compares the objectives of the Plan and its actual achievements.
First of all, the central government succeeded in expanding the capacity of
the state universities as planned. However, the aimed for capacity in the
private institutions was not reached, on the contrary, the number of fresh-
men dropped by 39,000 in absolute numbers during the five years of this Plan.
This decrease was caused neither by the closure of any private institutions,

nor by capacity reduction of individual private institutions, but rather by
a changed admission policy of individual private institutions.
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Table 10: Outcome of the First Plan for Higher Education {from 1976 to 1980):
Number of Newly Admitted to Higher Education (4 Year University
and 2 Year Junior College in Thousand)

Total State fiunicipal Private
Actual number in 1975 508 87 20 501
Target for 1980 640 97 22 521
Actual number in 1980 599 G7 20 482
Difference between target N
and actual achievement -41 -0 -2 -38

For many years the private institutions tended to accept more students than
the officially authorized number. For example,.in 1975 the private sector
accepted 1.79 times as many students as the officially authorized capacity
called for. Needless to say that teaching conditions worsened in the private
sector, so that the central government and its affiliated organization
(Shigaku Shinko Zaidan), since 1976 being authorized to distribute funds

to private institutions, tried to convince their representatives to adhere
to the recommended admission capacity in the interest of improving teaching
conditions. In the long run this gentle pressure affected the admission
policy of individual institutions, so that the "over-admission rate" of
private institutions went from 1.79 in 1875 down to 1.43 in 1979.

Originally the Plan meant to reduce this "over-admission" rate to less than
1.5 until 1980. Our data show that this part of the Plan was achieved, but
at the cost of a quantitative expansion of the private sector. One can say
that this reduction of students in private institutions was a result of an
"overreaction" of certain private institutions, which simply shifted from
meeting their costs through students' tuition fees to federal aid programs,
so that less enrollment to improve teaching conditions did not mean less
income.

In short, the First Plan was successful as far as the expansion of the public
sector was concerned. As for the private sector, the target enrollment was
not attained, because the new system of public funding for the private sec-
tor generated an unexpected reaction on the part of its representatives. It
is still hard to determine how effective the second objective of this Plan
was, namely the competition of short term vocationally-oriented schools with
traditional institutions. It is true that the enrollment in these schools
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has increased steadily; in 1978 17.8 % of all the high school graduates
chose one of these vocational short term schools, while in 1981 it was
already 21.2 % that made that choice. There are many who argue that the in-
creasing popularity of these two-year vocational schools and the decreasing
enrollment in the traditional ones are a sign of a general weariness of
higher education, yet it seems too early to tell if this is true or how
serious a threat to traditional education these vocational schools are.

The Second Plan for the period of 1981 to 1986 should be considered from
several perspectives. First of all it was conceived in a different spirit
from the First Plan. During the last four years economic stagnation was felt
by all,even the central government whose revenues no longer increased so

that a cut in spending or at least a freeze seemed an appropriate way to
react. This meant, however, that the expansion of the public educational
sector, planned in 1976, was endangered if not made impossible by the chahged
financial situation.

On the other hand there is a serious demographic problem. The First Plan was
conceived for a constant population of 18-years old while the Second one

had to take into account a population expected to increase by 16 % within

the six years of the Plan. This means that if the enrollment ratio of the
Plan is to be maintained, then expansion must be carried out on a large scale
so that the Plan called for the expansion of the two-year vocational schools
and the Open University. While the Tatter has not gotten off to a start yet
because of budget cuts in recent years, the former have expanded steadily.

Both institutions are often referred to as "by-pass" institutions, since
they were founded with the aim of preventing the traditional schools from
becoming overcrowded during the years when the peak of 18-years old will

reach college age, expected to last until 1992.3)

It is still too early to
tell if students will prefer a non-traditional education with more emphasis
on practice to a traditional one. The same holds true for the employers'
opinion which is still uncertain in spite of the all-out campaign of the
central government. At present it might be said that the competition between
traditional and non-traditional education may be realized in the future.

For universities and junior colleges the Second Plan basically follows the
same principle as the First. It aims at an annual increase of 2.300 in the

public sector and 400 in the private one. If this is achieved, then the
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enroliment ratio in 1986 will be 37 % which is almost the same as the ratio
for 1981. Clearly the basic philosophy of the Second Plan is that universi-
ties and colleges have reached the limit of their capacity, so that the
problem of future students will be how to get into college being given the
large number of students knocking on college's door. However, even this
defensive policy seems to be practically bankrupt, at least as far as the
public sector is concerned. For the fiscal year of 1981, the first year of
the Second Plan, the Ministry of Education succeeded in increasing the ad-
mission capacity of state universities by 1,130. In the second year of the
Plan, however, the number of students was increased by a mere 590 instead
of the proposed 2,300, clearly a result of the restrictive fiscal policy of
recent years. Taking these facts into account, the Second Plan faces an un-
certain future. The steadily growing number of 18-yéar olds, the increasing-
1y difficult entrance examinations, and finally the retrenchment policy of
the central government all add up to making the future of the Plan a diffi-
cult one.

The response of the employers to both expansion plans of the government has

4)

been rather ambivalent. ' On the one hand they criticized repeatedly: "over-
education,"” "mismatch of supply and demand," "loss of quality among college
graduates," “waste of public funds," and so forth, on the other hand they
continued to recruit large numbers of college graduates. For instance the
Toshiba Company, a top manufacturing company, hired 496 university graduates
in 1972, 519 in 1973, 530 in 1974, and 540 in 1975. Fujitsu, a top computer
company, hired 411 university graduates in 1972, 520 in 1973, 764 in 1974.
According to a survey by the Nihon Recruit Center 81 of the top companies
hire on the average around 100 un1vers1ty graduates a year (prior to the

01l shock it was more than 200); )

In Japan only 10 % of the college graduates find jobs in public administra-
tion, roughly another 10 % in teaching which means that the remaining 80 %
are absorbed by the private sector. Accordingly, if there were no active
recruitment on part of the private sector a high unemployment of college
graduates would have been unavoidable.

Why is private industry so interested in hiring college graduates? What
advantages do they expect to gain by this policy? In order to answer these
questions we have to look at (a) the wage sjétem and (b) the personnel
structure of Japanese industry.
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5. The Wage System

If we look at income differences by educational attainment in most industrial
nations, we will find that in Japan the difference is very sma11.6) In
Germany for instance according to Clement, Tessaring and WeiBhuhn the average
income of university graduates is 2.43 times as high as that of workers

7)

without completed vocational training ', whereas in Japan the average income
of university graduates is only 1.2 times higher than that of middle school
graduates.g) However, it is misleading to compare the average income of the
two countries, for the age-income scale is completely different. As is shown
in figure 2, the age-income scale in Germany levels off after age 30, and

the age-income of workers without completed vocational training never ‘reaches
the starting salary of university graduates. German university graduates
between 35 and 6C earn over twice the income of workers without completed
vocational training.

By contrast, the Japanese age-income scale shows that up to the middle
thirties a university graduate does not earn substantially more than a middle
school graduate. At 40 a university graduate earns around 1.5 times more

than a middle school graduate, and between 50 and 55, where the difference
becomes largest, he earns around twice as much as a middie school graduate
(figure 3).

Previously, college graduates enjoyed a relatively good salary, but now with
more highly educated people on the job market, their chances for higher in-
comes have declined. '

During the last 20 years we have experienced several changes in the distribu-
tion of income. (1) The starting salary of high school graduates has approach-
ed that of college graduates. In 1965 college graduates started with an in-
come that was 40 % higher than that of high school graduates, now it is only
23 % higher (table 11). (2) The life-time earnings of college graduates and
high school graduates are almost the same. The calculation of life-time earn-
ings of high school graduates was 70 % of that of college graduates, in 1981
it reached 81,6 % already (table 12).

Here we can find one of the reasons why employers like to recruit college
graduates. If the salary difference between college and non-college graduates
were substantial, then employers would hesitate to hire so many college
graduates, and they would never think of letting them work in sales or
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Figure 2: Age-income Profile in Germany
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Table 11: Starting Salary of Male University and High School Graduates
in Japan 1965 - 1980

(1) (2) (3) (4)
Year 4-year-college High school Ratio
graduates graduates (2)/(3)
1965 22,580 Yen 16,430 Yen 1.40
1970 37,400 " 28,400 " 1.32
1375 83,600 " 70,400 " 1.19
1980 114,500 " 92,800 " 1.23

Source: Annual Labor Statistics

Table 12: Life-time Income of Male 4-Year-University Graduates and High
School Graduates Employed in the Manufacturing Industry in
Japan 1965 - 1980 {in million Yen)

1965 1670 1675 1980

(1) High school

graduates 23.1 43.7 G3.1 127.4
(2) University

graduates 33.7 59.2 120.2 156.7
Ratio (2)/(1) 1.43 1.36 1.29 1.23

production process. However, if the salary of college graduates differs only
marginally from that of high school graduates, then it is to the advantage
of employers to hire college graduates. Just what are these advantages:

(1) Generally high ability: it is indeed doubtful whether a college educa-
tion is useful in developing the skills which employers expect. In fact,

they always complain about the declining general ability of college graduates.
However, it is true that college graduates have passed an entrance examina-
tion and 4 years of college so that employers can use college und universi-
ties as a screening device for hiring, thereby minimizing selection costs

of future employees.

(2) Social maturity: while high school graduates are only 18 years old,
college graduates are already 22 or older. While high school graduates are
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still rather young and immature, college graduates have had a chance to
acquire social maturity. Although we cannot tell if this maturity is the
direct result of a college education, formal or 1nforma1, or merely due
to age, it is, however, understandable that employers prefer the socia]]y
matured college graduate to the rather young high school graduate. This
practice can be seen clearly in the recruitment policy for sales personnel.
The high school graduates hired in previous years needed a long time of
training before they could work independently. By contrast, college grad-
uates, because of their age and schooling, do not need to be trained for
a long time, so that employers can minimize the trainihg costs by hiring
college graduates rather than high school graduates.

(3) Professional knowledge and skill: in spite of their repeated criticism
of college education employers expect professional knowledge and skill from
college graduates. It is indeed hard to determine to what extent the college
| exper{ehce is useful and reievant to the future job these students will have
to hold. It seems common to all industrial nations that there is a system-
atic discrepancy between the education and the work system. Yet it should
not be over-looked that employers still demand professional knowledge and
skill from college graduates.
A survey carried out by the Ministry of Labor in 1978 asked employers why
they assigned college graduates to certain work units. Here are their
answers: 21.8 % assigned college graduates to positions where specialized
knowledge and skill were indispensable and necessary; 29.3 % to positions
which demanded re]ativé]y high knowledge and skill and for which college .
graduates were more suitable; and finally 26.5 % to positions where no
specialized knowledge and skill were necessary, but college graduates were
expected to manage the job better. Although these answers are subjective,
they still reflect job reality. |
In short, from the employers' viewpoint college graduates are cheap in terms
of salary and training costs and better qualified than high school graduates
for the job. Although it is not certain if this higher qualification is the
actual outcome of a college education, employers can still minimize the
selection and training costs by depending on universities to do this pre-
Timinary work for them.
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6. Job Satisfaction of College Graduates

In past years, most college graduates could start their careers as white-
‘collar workers or engineers. Recently, however, a large number of them
have had to start as salesmen or even production process workers. Accord-
ing to a survey about the intentions of employers hiring college graduates,
20 % of them replied that they meant to hire these graduates as sales re-
oresentatives or production process workers. Although most employers still
hire college graduates as a reserve for managers or at least middle-rank
supervisors, table 13 shows that there could be a trend toward hiring
college graduates for nothing more but a position in sales or production
process practiced by one out of five employers already. At this point we
might ask how satisfied are college graduates with these positions and how
willingly do they take them.

Table 13: Intentions of Employers in Recruiting College Graduates:
Survey Conducted in 1979

Job tasks Percentage of replies
Future managers 51.9

Future middle rank.

supervisors 78.9
Specialists 41.9

Gray- or blue-collar

workers in sales or production 20.2

General white-collar workers 28.4

Source: Nihon Recruit Center Chosa Soran 1980
Kigyonai Jinji-Kyoiku hen (1980)

Nihon Recruit Center took a poll among college students asking them about
their attitude towards taking over so-called "gray-collar" jobs. 25 % re-
Jjected it, 38 % said they would take one provided there was a chance for a
10) This
means that one out of four students is clearly opposed to taking a "gray-

promotion and 11 % answered they would take one on any condition.

collar" job, while the rest is not necessarily against it.

From this we can deduce that the job expectations of college students have
become more realistic, because 20 years ago none could have imagined accept-
ing such positions.
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There is, however, another fact: a fairly high percentage of college
graduates now working in transportation, sales, or production process
express the wish to change their present job. According to a survey done
by the Ministry of Labor in 1979, more than 15 % of the college graduates
now working in gray- or blue-collar jobs, want to change jobs, this is
twice as high as for all the other occupations and educational backgrounds

‘put together.]])

A high desire for job fluctuation could be an indicator
for low job satisfaction.

At present, most college graduates in sales and production process expect
to be promoted to white-collar jobs sometime in the future. Employers are
beginning to feel the pressure of the expectation in every sector of the
industry. Most of them complain that they cannot create enough positicns

in the upper ranks for the increasing number of college graduates. Further-
more, they claim that in the future it will be impossible to continue the
present salary and promotion system which depends to a large extent on age
or the years of experience with the company, instead they insist on the
necessity of introducing a stronger meritocratic element into promoticn

and salary decisions concerning college graduates.

According to an estimate made by Shigeru Yamada, 15 years from how only

27 % of the college graduates aged between 40 and 44 will be promoted to

a supervisor's position, as compared to the 53 % promoted in the correspond-
ing age-group today. His estimate is based on the assumption that thoSe
positions will increase by 2.3 % anually. Inspite of the expected increase
in positions, there will be inevitably a mismatch between the number of
candidates eligible for promotion and the number of positions available.

The main reason for the incongruity lies in the age structure of the college
graduates in private companies. Table 14 shows that at present around
203,000 male college graduates aged between 40 and 44 are working in private
companies with more than 100 employees, and 53 % of them hold a supervisor's or a
higher position. However, there are 558,000 college graduates aged between 25
and 29, who in 15 years time will reach the age when traditionally they are
promoted to higher positions. 152,000 available positions for 558,000 colil-
ege graduates means a 27 % possibility for promotion as compared to the

53 % chance of 1977.'2)

In spite of such a pessimistic occupational perspective, college graduates
still view the expanded higher education as something quite positive.
Roughly 60 % of young college graduates who entered the labor force between
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Table 14: Percentage of Male College Graduates Holding Positions of
Supervisors and Above in Companies With More Than 100 Employees
in A1l Branches of Industry in Japan, 1977

(1) (2) (3)

Age Number of college Supervisors and Percentage
graduates higher position (2)/(1)

holders

2C-24 189,510 60

25-29 558,120 1,980

30-34 378,690 19,450

35-39 283,470 72,920 26

40-44 203,420 108,130 53

45-49 112,650 65,220 58

50-54 54,180 32,730 60

55-59 19,410 9,070 47

60~ 14,940 2,960 20

total 1,814,390 312,520 17

Source: Survey of Ministry of Labor. In: Shigeru Yamada: Responses of
Enterprises to the Educational Expansion. Tokyo 1980.

1973 and 1977 evaluated it positively. The most frequent response they

gave, was that college life itself is meaningful, and that the intellectual
level of society as a whole will be raised by increased educational chances
for a wide population. The major drawbacks they saw were (1) that many who
did graduate from college lacked the knowledge and skills they were supposed
to have; (2) and the gap between a theoretical education and the practical
job situation (table 15).

In short, the major response given by young college graduates was that their
education had given them the opportunity to enjoy college life and a free-
dom which they could get nowhere but in college. This seems to mean that
colleges in mass higher education are increasingly expected to fulfill
“custodial" functions rather than mere teaching und training functions. The
identity conflict of colleges between their custodial and teaching functions
is another important problem which cannot be discussed here in detail.

In conclusion, it can be said that the Japanese economy has adjusted flex-
ibly to the new situation of an increased number of college graduates. My
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assumption is that the main reason for this flexibility lies in the rela-
tively Tow salary of young college graduates which makes it possible for
personnel offices to recruit college graduates and assign them to positions
previously held by non-college personnel. This vertical substitution was a
reasonable Step for employers to take for it enabled them to cut training
costs.

Now, however, they have to face the task of rearranging the job structure

and changing the present salary system to fit the many college-educated em-
ployees, a problem which will have to be resolved in the next 15 or 20 years.

Table 15: Response of Young College Graduates to the Expanded Higher
Education Systems - Survey 1978 (Percentage)

Positive: , 58.5

College Tife itself is meaningful 32.7
Level-up of general intellectual standard 18.5
Only education is national resource 4.3
Others ‘ ' 3.0
Negative: 21.9

Financial burden for nation and household 1.4
Too many college graduates lacking skills 12.8
No relevance for job R
Others .8

Source: Ministry of Labor: Kogakurekisha Syugyo Jitaichosa Hokoku,
Tokyo 1978
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