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Abstract

Since the 1980s, growing globalization and econamstructuring coupled with expansion of

tertiary education contributed to tremendous changthe labour market entry process in
Europe. Most previous studies have been quant&tatwncentrated on the supply side and
analyzed the role of education in the youth laboarket entry as the explanatory variable of
labour market outcome equations (Shavit and MW898; Muller and Gangl 2003; Blossfeld

et al. 2008; Kogan, Noelke, and Gebel 2010), bet tdid not address the mechanisms
underlying these outcomes. The demand side, eagtipes of employers, has gained less
attention (see Jackson 2001, 2002, 2007; Jacksaldii®rpe, and Mills 2002). In this paper

using Estonia as a case study both perspectiveplogers’ practices and alumni experience
— are combined to answer the question: how empayee, in the hiring process information

provided by tertiary education credentials.

Our analysis is based on semi-structured ingarsiwith the 15 biggest employers and focus
groups consisting of 63 recent graduates fromatgrievel institutions. The results reveal that
in pre-selection using resumés, initially educaicredentials were used as screening device,
and subsequently the credentials of those who dtayselection pool were examined to get
more substantive information about candidates,@slibein engineering.

Keywords: transition from school to work, credentialism, recruitment, tertiary
education, employers



Introduction

It has been argued that in Europe the labour mankiey process and a person’s early career
have changed tremendously since the 1980s. Majtoriabehind these changes are growing
economic globalisation and economic restructuriBlpgsfeld et al. 2008). As the upskilling
of the occupation structure has occurred at a moater speed than the expansion of
education, highly educated young people face grgwimmpetition in the labour market. In
addition, the economic crisis since 2008 has doutied to the rising unemployment rates of
youth. Education could be considered the crucsbuece of young labour market entrants as
they possess no, or limited, work experience. Tibegeif we want to understand the role of
education in the recruitment process, an analysiseoprocess by whicrecent graduates are
assigned to vacancistould be the best way to reveal the role of etitutén this process.
There are several ways to conceptualize the roledatation in the job matching process:
human capital, screening, signalling, queuing theoontrol, cultural capital, institutional,
and credentialist theories (for in-depth overvieee sBills 2003). In each, a different
explanation is given, how employers and job see&egsiire and use information provided by
educational credentials. But important changes haken place since the theories were first
advanced. Alterations in the employment structurd mcreasing flexibility of the labour
market have been considered as important demardeBigers of change in the linkage
between jobs and credentials. Expansion of higbacaion brought about proliferation and
diversification of educational qualifications (BilR003). With the growing diversification of
both the supply of, and demand, in educational esrgdls, their role in labour markets is
suggested to change as well (Bills 2003, Jacksaal 2005), becoming more diverse, and
more context and time-sensitive (Bol and Werfo&t 2 Brown and Bills 2011; Smyth and
McCoy 2011).

Most previous studies have been quantitative ane lncentrated on the supply side,
analysing the role of education in youth labour ketientry as the explanatory variable of
different labour market outcome equations (seeekample Shavit and Mdller 1998; Muller
and Gangl 2003; Blossfeld et al. 2008; Kogan, Neealkd Gebel 2010; Bol and Werforst
2011; Unt 2011), although they cannot demonstrag mechanisms underlying these
outcomes. However, the demand side, specifica#yatttions of employers, has gained much
less attention (see Jackson 2001, 2002, 2007; dactaoldthorpe and Mills 2002). In order
to understand the relationship between qualificegtiand employment, we need to study how

employers use education credentials in the recamtmassessment, and selection of new
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employees. We concentrate on the labour markety gmocess at the micro level and
juxtapose this with the perspectives of employerd @rtiary graduates. How is the role of
tertiary educational credentials in the recruitm@oicess seen by both sides? Does it differ by
the activity of employer or by the graduated fiefdstudy? Whether the hiring process during
an economic recession differs during economic gn@wt

The aim of our paper is to put theories about #lationship between educational
credentials and employment to a test while scrzitigi the employers’ practices and tertiary
graduates experiences related to the recruitinigutergraduates. Why do we consider Estonia
is a case study? The rapidly and radically changmsgjtutional setting of former socialist
countries created a context of ‘natural’ experimeft making hiring decisions under
institutional uncertainty. Estonia is certainly text characterized by extreme uncertainty.
Estonian labour market is one of the most flexibléehe world (OECD Reviews of Labour
Market..., 2010). Since the early 1990s, Estoniarhérigeducation has undergone rapid
expansion and diversification that have resultednaven quality of education (Helemae, J.
and E. Saar 2011). Moreover, the field work of 8tisdy was conducted during the economic
recession in 2009-2010, by which time Estonia hguegenced one of the largest drops in
GDP in Europe since the beginning of crisis in 200@s dynamic case study enables us to
explore the context- and time-dependency of intgghions of the role of education in post-
graduate hiring.

Our analysis is based on various data sourcestlyf-inme use semi-structured
interviews with the 15 biggest employers acrosgeht economic activities. Secondly, we
use focus groups made up of 65 recent graduatematepth interviews with graduates from

tertiary level institutions who had unemploymenpesience.

Theoretical background

There are many theories of how education is linkepbb assignment. We could say that in
one extreme, there are theories which argue thatinfportance of education in job
recruitment lays in its ‘real’ value, while the ethend there are theories which stress the
importance of education as a symbper se.Along this continuum, human capital theory is
positioned clearly at one extreme as it assumeis etiacation provides marketable skills
relevant to job performance (Becker 1964). The eygis’ aim is to maximise productivity,
which makes the more highly educated applicantservatuable to employers. This theory

has been criticised because it assumes perfect atttiiop in the labour market or equal
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access to information by employers and job seekdrs. next closest to the human capital
theory is the signalling or screening theory. Ergplts screen workers on the basis of the
signals sent out by applicants (Arrow 1973; Grulb@3; Stiglitz 1975). More schooling is
seen as an indicator of some latent, desirableubabservable, trait (for example ability,
commitment, etc.) (Spence 1974; Arkes 1979). Adogrdo Bills (2003) the queuing theory
of Thurow (1975) fits between the human capital #imel screening models. This theory
assumes that even if schools do not teach spgolficelevant skills, they do enhance the
training potential of applicants, thus making ediaracredentials a rational screen.

At the other end of continuum is symbolic theorgttistresses the importance of
education as a symbpkr se(Bridges 1995). This idea is proposed by a cradkstttheory
that holds that education functions as a legitichiseeans of closure (Collins 1979).
Qualifications give entrance to occupations (Weed®@92). What matters is formal
recognition of the completion of a certain eduaatievel. This means that normatively
defined threshold points become valued in their avght. Education may be rewarded
because access to occupations is regulated onasis bf qualifications (Brown 1995).
Different authors have shown that employers oftemaot need the amount of education they
state in their formal requirements (Berg 1971; bheand Rumberger 1987). Instrumental
credentialism characterises the orientation towadlscation that individuals might hold. It
holds that people do not value education in itbelf rather for the qualifications it brings
(Fevre et al. 1999).

Institutionalist theory expresses the effect of omting at an aggregate level.
According to this theory the content of schoolingttars less than the legitimising role of
qualifications. As Meyer (1977: 59) claims “eduoathl allocation rules give to the schools
socialchartersto define people as graduates and as therefoseggiag distinctive rights and
capacities in society”. Qualifications must be maelgitimate abstractions for the parties
involved. Employers do not examine their own praignto hire more highly educated
workers but operate on widely shared societal apions about the appropriate relationship
between schooling and job assignment. An impopanpose of these abstractions is to create
trust that the actors will perform according to egivtechnical and moral expectations.
Credentials are sources of power for individualdeod insofar as they effectively block
substantive judgments about their actual abilig®wn and Bills 2011).

This theory provides an explanation for the masslpetion of credentials as well as

credential inflation. Degrees lose their value whareryone obtains the same degree.
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Employers are raising their employment standardstoscompensate for the loss of status
people will invest more in education to distinguiiiemselves. As the importance of
qualifications as determinants of access to jobeases, the cost of not having them likewise
increases (van der Ploeg 1994). Education expansieans that higher education is
becoming a threshold for access to many jobs wetines potential candidates never even
coming to the attention of employers because tlweyad have higher education.

Contextualization of job assignment
None of above-mentioned theories had been unamisiyicupported, and all face some
critical evidence (Bills 1983, which might be explked by the differences in the contexts of
the studies. There is growing consensus that taéiaeship between education and labour
market is culturally and institutionally embeddeddathat strength and pattern of this
relationship differ by contexts and periods (Shawid Muller 1998; Muller and Gangl 2003;
Smyth and McCoy 2011). The consensus refers toidba that different components of
country-specific institutional structure like trang system, labour market structure, industrial
relations and labour management are mutually iefggddent and reinforcing. The consensus
also refers to the idea that labour market behawiaght correspond to different mechanisms
in different settings: some systems promote crealesitsorts of behaviour, while in others
human capital processes seem to dominate (Bill8)200

From the demand side, the job assignment procesaggested to be subjected to
variable social constraints and pressures: e@n fnstitutional infrastructure constituted by
employment agencies, state regulation, union cotsti@ills 2003; Bol and Werfhorst 2011);
from structural characteristics of labour mark&ge(fhorst 2011; Jackson et al 2005; Smyth
and McCoy 2011), etc. There is the well-establistradition in studies of youth labour
market entry to explain the role of educationaberdials in job assignment in the context of
the segmented labour market (Doeringer and Pioré&)19 he role of educational credentials
proved to be much stronger in recruitment decisiorale in occupational labour market
(OLM) compared to the internal labour market (ILM. OLM, the education system and
labour market are closely connected and supportiedtandardised occupational norms
present at the labour market, while in ILM the lipdtween the education system and labour
market is loose and training takes place at thekplace. Also, the distinct Southern

European labour market entry pattern had been leeahere both strong qualification and



strong experience effects occur in conjunction wigry high unemployment risks in the
beginning of work careers (Gangl 2003).

Werfhorst (2011) refers also to the kind of workkis (production of goods versus
production of services) as the condition influegcihe role of educational credentials in the
hiring. He found that the educational credentiavided information about productive skills
of potential employees in sectors involved in piithn of goods, while in case of work
aimed at the production of services, educationamgdls confirmed trainability of job seeker
(Werfhorst 2011).

In the context of the supply side, here the chargstics of the education/training
system - first of all by qualification level ando (academic or vocational track), but also by
field of study, and institutional differentiatiofo( example Smyth and McCoy 2011) - found
to be of great importance for the prevailing preetof hiring. Thus, human capital theory is
found to be applicable first of all to the institrtal settings, where the supply side is
characterized by highly vocational specific edumai systems (Smyth at al 2001; Werfhorst
2011).

Important social changes have taken place sineethtbories were first advanced.
Alterations of employment structures (growths ofthb@ science-based, ‘high-tech’ or
‘knowledge’ economy and that of ‘people’ or ‘higbdth’ occupations - Jackson, Goldthorpe
and Mills 2005) and increasing flexibility of labomarket (Kalleberg 1996) triggered the
change in linkage between jobs and qualificationsth the growing proliferation and
diversification of the supply of educational quiahtions, their role in labour markets is
suggested to diversify as well (Bills 2003), whilkerpretations of this role are expected to
have complex and context and time-dependent cleistots (Brown and Bills 2011). Thus,
Jackson et al. (2005) suggest that the growingrsityeof qualifications at all levels provides
employers with a more ‘noisy’ (more difficult fohém to interpret) signal than before.
Although Jackson et al. (2005) do confer changeemand reduce value of qualifications as
indication of what they call ‘certifying role’ (sp#ic forms of knowledge, expertise or skills
— or - to put it in other way- ‘productivity’). lnontrast, Bol and Werfhorst 2011, interpret the
growing diversity of qualifications in opposite wayhey claim that more variability in
degrees leads to better information on degreed: (#2) which suggests that increases in the
variation of qualifications develops their produii-indicative power. This result might be,

as Bol and Werfhorst 2011 explain, an aspect oérdification such as the “increasing



specialization”, while Jackson et al mean unewgality of education or using Bills wording
- wide variety of “educational experiences” (B#603: 457).

The economic cycle may also have an impact on ggigament (see Smyth and
McCoy 2011). Employment prospects grew worse fdrsahool leavers in periods of
economic crisis although the relative advantagehote with a higher education tends to
increase (Gangl 2002). The gap between the mosteastl qualified is seen to widen during
recession (Wolbers, de Graaf and Ultee 2001).

Estonian institutional and economic context
During the Soviet period, the link between educatamd social status of jobs was even
stronger than in Western countries (Solga and Kpkée 1999) as after vocational,
specialized secondary and tertiary education, stsdeere assigned to workplaces matching
their educational level. However, the status matitén tended to overweigh the skill match
because planning guaranteed the provision of stataquate job placements even without a
skill match. This implied that young labour marketrants still needed substantial training at
the workplace. During the early transition periaastitutional links directing students to
labour market were abandoned. Students had toajetedir own strategies to look for a job
and employers could apply their own criteria inideg whom to hire. The early transition
was a period when businessman without appropraueation might rapidly reach high status
and amass fortunes or, in other words, entering@myent as an under-educated person was
a common reality (Kogan and Unt 2005). Still, sirike mid-1990s, education has played a
growing role in determining youth labour chancésd(i 247), of which one contribution has
been the expansion of tertiary education.

In Estonia during the 1990s, higher education undet rapid expansion: the number
of people who completed the first stage of highéucation increased rapidly (from 18
percent in 1997 to 50 percent in 2006) (Veldre 2@)7In regard to the percentage of the 25-
34 age group with higher education, Estonia is atbonse at the forefront of the European
Union, although not at the top (see Figure 1). Tpescentage is higher in several EU
countries, for example in Ireland, France, Denm&kyeden, and the UK. However,
compared with most Central and Eastern Europeantges, Estonia has more young people
with higher education.



Figure 1. Proportion of people with higher education in 25-a§e group in different
European countries, %
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Expansion has been accompanied by a differentiaifomigher education. Whereas
higher tertiary education was standardised at #temal level in the 1980s, the emergence of
private tertiary institutions and the distinctioatlveen universities and professional higher-
education institutions reduced the degree of stalisition. Hence, it is to be expected that
graduates from tertiary education with equal qiedtfons will be differentiated by the
institutions they attended. According to the tygpleffered by Arum et al. (2007), Estonia
has a diversified higher-education system. While firimary tier comprises university
courses, the secondary tier comprises both profesky and occupationally oriented courses,
as well as more academic programs (profession#mgeducation). First tier institutions are
typically selective in terms of faculty and studertstatus seekers’) and enjoy higher

prestige; the less-selective, less-prestigiousrgkd@r comprises many private institutions,



which rely on tuition for revenuédlient seekers’). Hence, it is to be expected émaployers
differentiate graduates with equal qualificatioasdd on institutions they attended.

In Estonia the disruption of trade with the fornSaviet Union created large shifts in
the composition of the final demand for sectorialpaits in the 1990s. The proportion of the
service sector increased, whereas the decline enindustrial and agricultural sectors
accelerated. Estonia (as well as some other poshsd countries) experienced a ‘passive’
structural change towards a service economy thatless borne by a real growth of service
industries than an enormous shrinkage of primadysatondary sectors.

Estonia has a significantly higher proportion ofjualified workers in the workforce,
while the proportion of white collar workers is abty lower compared with most European
countries (Saar 2008). In comparison with the Eeappaverage, the current structure of the
production sectors and the technology used in timelEstonia is heavily based on blue-collar
workers (Eamets 2008, 98). Data show that betw&0 And 2008 the percentage of lower
white collars (clerks and service workers) and eletary occupations increased, while the
share of skilled workers decreased (Helemae 2(kEt)there was practically no change in the
percentage of jobs at the top of the occupationataichy (those of managers and
professionals) during the same period. It is tthe,supply of educated labour has increased,
but the demand for uneducated labour has not signify changed. Therefore, there is a
conflict between the current economic structureictvimeeds simple and cheap labour, and
the relatively high educational level of the newrkers, which will be added to the labour
market in the next few years.

Our preliminary analysis has indicated that, afjezat changes in the 1990s, the
Estonian institutional regime resembles that oérgb countries (e.g. the UK, Ireland) where
there are many fewer institutionalised connectiogisveen education, training and the labour
market, and where there is potentially more openpmiition between those with different
levels and types of qualification for the same poss — i.e., with a less segmented labour
market (Taht, Saar and Unt 2008; Saar 2005). Howekie position of the UK along the
ILM/OLM axis has been an issue of some deba&esults of cluster analysis conducted by
Gangl (2001) indicate that the UK and Ireland bgkmhto ILM cluster with France and
Belgium. On the other hand, some Estonian feaareslose to southern European countries,
especially strong insider-outsider logic that dases labour market flexibility (Taht and Saar

! Some authors (see Kerckhoff 1995) argue thatritutional context in the UK is close to OLM,
while others (Soskice 1993) disagree.
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2006). We suppose that in the 2000s, the Estora#terp will combine elements present in
both ILM and OLM arrangements, despite currentlypgenore similar to ILM context.

At the beginning of the 2000s Estonia witnesse@@momic boom. The GDP grew
2.5 times in the 2000-7 period, and in the contdéxhe European Union the GDP per capita
increased from 4 per cent to 70 per cent of thea@ee of EU countries during the same
period (Trumm 2010, 61). By the end of this periad07), the boom was at its highest and a
shortage of labour supply rather than a supplyhefunemployed drove the mechanisms in
the supplier-directed labour market. Economic gloldd started to slow down by the end of
2006, and at the beginning of 2008 GDP startedetine. As a result, the GDP decrease
reached 15.1 per cent in the first quarter of 2088 Helemde and Saar 2011). These
developments have also had a significant impacthenlabour market. The unemployment
rate increased 16.9 percent in 2010. This percentas among the highest in the European
Union countries. However, data on the unemploymata indicate that during the economic
crisis the main losers have been young people avitdwer level of education (see Figure 2).

The unemployment rate of 25-34 year-olds with higktucation has increased only slightly.

Figure 2.Unemployment rate of 25-34 age group accordingdiiacation level, %
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M ethodology

The empirical analysis of the current paper is #ase semi-structured interviews with
business and administration, and engineering gtaduand with large Estonian employers
carried out during the economic recession, in 220980.

In the graduate survey, we decided to opt for focus group interviews naley to
promote discussion among different viewpoints. Wese mixed groups of business and
engineering graduates in order to reveal the siiida and differences between fields of
study in live discussion. We defined the fieldsstidy based on the International Standard
Classification of Education (ISCED) 1997 (Eurost8®9). This has three levels: broad (1-
digit), narrow (2-digit) and detailed (3-digit). Wdecided to concentrate on two sets of
curricula that belong within business and admiatgin (ISCED 34), and engineering and
engineering trades (ISCED 52). There are two magasons why we opted for these fields.
Firstly, as we were interested in feedback frondfieof study that are prioritised by the state
in contrast to fields that expanded most due tdesttdemand. Engineering fields are put on
the agenda in strategic documents and the higlhegbpion of state-supported students study
either engineering, manufacturing or constructid®% of all state-supported study places).
The field of business is one of the most populaorgnstudents. 40% of students study the
social sciences, law or business, generally cogehair study fees themselves. Despite more
and more students opting for this field, the skate decreased its support. The second reason
for selection was that we wanted to contrast theiops of graduates from more generally
oriented curricula with those of graduates from enoccupation specific curricula.

We included in our sample higher education insong with different type of degree
and ownership. We had graduates from private/p@gmied higher education institutions as
well as from private/public universities. 14 foareups were carried out in the second half of
2009 with 65 graduates. We interviewed 37 men @&ha/@men, 41 from the business and 22
from the engineering fields of study. Focus growpsre organised as semi-structured
interviews, although the order of the main topicwl aconcrete set of subtopics varied
according to the dynamic of the specific focus grolihe graduates were asked about their
motives for entering higher education, and aboeir tstudies and experiences in entering the
world of work.

In addition to thegraduate survey, we conductedn-depth interviews in 2010/2011
with graduates who were unemployed or had expestnmemployment. We contacted

people who were looking for a job via a web-basectuitment service (CV-Online). We
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filtered their CVs according to the following cmi@ higher education (either BA or MA),
degree in economics or technical fields, and CVatgd at least 6 months ago. There were
350 graduates from economics and 15 from techfigds. We had to apply the last criterion
(graduation time: 2008-2011) manually and wereweth 52 graduates from economics and
4 from technical fields.

In theemployer survey, we used the “Development of Competences in theld\aj
Work and Education” study from the “Higher Educati@as a Generator of Strategic

Competences (HEGESCO)” project (for details seep:Mitww.hegesco.olg as a

methodological standpoint. This project dealt elyaatith the topics of our interest:
employers' perceptions of graduates and their figations; recruitment strategies and
cooperation with higher education institutions. HIEEGESCO project study was carried out
in Lithuania, Poland, Hungary, Slovenia and Turkeysemi-structured interviews with 15
large employers and 15 leaders of higher educatstitutions. We used the sample selection
criteria as well as the central part of the intewiin order to have comparative material
available. Employers were selected based on NACE2R@urostat 2008) from Estonian
Business Registry data. All sectors were coveredem@ agriculture, forestry and fishing,
mining and quarrying as very few graduates stai ttareers in these sectors. Altogether, 15
interviews were carried out in 2010. We had priv@mpanies and public institutions in our
sample. Private companies were based on local #saweanternational capital. In larger
companies, a different department deals with humesmource (HR) questions. Therefore,
most interviews were carried out with the headhefHR department; only one interview was
with the company owner. The background of the uésvees varied: they were graduates of
physics, law, economic, communication, etc. Theswsador the mixed background is mainly
because they work in an area that is new to Estdimégie were no HR curricula before the
1990s.

We use direct quotes from interviews in our artidlbese are word-for-word transcriptions,

reflecting the spoken language. In text analysisy®8 is used.
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Results

Changes in the labour market and the role of educaial credentials

While providing the context information along thaeline in transition countries, it's crucial
to differentiate between the two kinds dfangeswhich have taken place. First, and the
biggest change, was transition from one instit@iarder to another at the beginning of the
1990s. Claus Offe (1996) calls it a triple tramsitias profound changes took place in the
economic, political and social spheres, which tewdchll areas of life. Secondly, the type of
changes can be observed since early and mid-188G€ when developments in Estonian
economy are directly influenced by the state of dlabal economy, meaning that business
cycle effects started to directly affect labour @ewh As mentioned above, because of the
small and very open economy, Estonia is very sgegib cyclical unemployment. Because of
business cycles, many firms reduce demand for jnpaluding labour, in recession periods
when production declines. In such a context, timeniy of labour market entry might play an
especially important role.

In our interviews, the heads of human resource gemant (HRM) referred to the
changed role of education during the both peri@dter the regime change and after the
economic crisis. When talking about the role ofeadion after transition, HRM often referred
to their own experiences when looking for a jobteAfthe shift from a planned to a market
economy, the need for new specialists, such asetiagkor human resource managers, arose,
although at that time no one was educated in thelsls. Therefore, it was possible to make
rapid career progress in these developing areé®utiproper education.

What is unique to Estonia is in general this: thatwell, actually let's say years ago, higher eation
was not at all for anyone any kind of determiniagtér. There were new areas that had never existed
before, like marketing and well ... such thingsc8 there were almost no such specialists from our
parents' generation, who were capable of workinguch fields. At that time young people just got so
high up so quickly in their careers — | myself aonf the same generation, you know. Back then it was
so that just the fact that you were a first yeaoremmics student meant that you were ready to be a
businessman.

Head of human resour ce department, real estate company

Thus, during the transition from Soviet rule thesdkdown of the normally observed
stratification mechanisms contributed to the vamle of education. During that period the
education system was unable to respond immedidteligs changed role in the market

economy, while reforms of the education systemaadst lagged behind the rapid changes in
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labour market institutions (Kogan and Unt 2005)eTduote above is also an interesting
example of how the link between capability and edion is constructed: the older generation
is approached on the basis they could not be cadibiorking in new fields because they've

not got the “appropriate” education, while for §@inger generation a lack of education was
not seen as sign of lack of capability.

Influence of the second — short-duration - typelwdnge (i.e. labour market fluctuations) on

the role of educational credentials on labour miaggry during the boom and recession
years was discussed in detail in the focus groypetent graduates as well as being pointed
to by HRM. The alumni in our sample graduated dyrthe years 2007-9, when the

economy's extremely rapid growth was replaced witharp economic downturn. Graduates
had experienced these changes themselves in tieisgarches and therefore were very
willing to reflect on this. Graduates clearly casted the context of growing unemployment
and severe budget cuts at the end of 2009 to tbenbgars, when rather the shortage of
labour influenced recruitment requirements. Durthg economic boom, especially in the

areas of higher labour shortage, qualificationsnditiplay a crucial role in hiring.

Although | went with a CV, though | was a candidéitere, ah but well, the time was two years ago, it
was right at the point when the shortage of labeas at its highest, one could say everyone wagbein
hired, really any candidate, well in the first p&athere weren't actually that many candidates, ed
employer didn't pay any attention at all actualbywhat major | graduated with, we had the interview
and based on that he then decided, that | was apgactive employee, and | was accepted for the
position.

Field: technical engineering. Acquired education: applied higher education: Public higher education

institution

During a time of economic downturn and unemploymentployers have the opportunity to
choose employees from a significantly higher nundigob seekers. In addition, the number
of those with a higher education has grown fromryteayear, which might also increase

competition among graduates.

Most university graduates who have unemploymenteggpce indicate a devaluation of

bachelor degrees. They are very sceptical aboubtbef a BA degree in getting a job.

Interviewer: When you think about the labour markétat matters in finding a job nowadays?

It's still higher education... that you have thisqeeof paper and preferably higher than bachelor’s.
Field: economic, acquired education: BA, private higher education ingtitution; isacquiring MA
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In my mind, university education now shows that gaue had the stamina to simply drag yourself
through some institution at one point in your life.
Field: technical engineering, acquired education: B.A; isacquiring MA; public university

They emphasise that a Master's degree might bega af perseverance as well as of

ambitions.

... most high school graduates go to universitystnad them receive at least their Bachelor’s. Feger
to get their Master’s. In fact, bachelors are allev the place. It's essentially the same as if mybo
went to college at all. Competition is so intenseduse everyone has the same education. To stand ou
from the masses or to show that you're smarteramehinvested more into your education, you have to
get a Master’s degree. Although even this won'trgntee a thing...
Field: economic, acquired education: BA, private higher education ingtitution; is
acquiring MA

...Every other person has a BA in Estonia. It takesenpersistence and work to acquire a Master’'s
degree. If | were an employer, I'd definitely predeperson with a Master’'s degree.
Field: economic; acquired education: B.A.; public university

Graduates also stressed that to get some positon® participate in public

procurement you should have an MA degree.

Next, we will turn to the role of education in thecruitment process during the economic

crisis in 2009-2010 in Estonia, as perceived byleygrs and graduates.

‘Sorting’ as an attribution of moral and intellectal failure: Higher Education as a filter in

the pre-selection process

We concentrate on the role and role of qualifiagaion two stages of the recruitment process:
the pre-selection of resumes, and the job offeis Thstinction arises from our empirical
material because interviewees themselves constatthssed the different function of
qualifications in the pre-selection process andhi@ job offer. Employers and graduates
shared common views about the role of educatidharpre-selection process.

A Higher Education credential is perceived to actigrimary filter with respect to a
number of occupations. This stage of the hiringcess is presented by both parties as kind of
legitimate negative sorting: the lack of an edumgtiespecially in the case of the economic
fields, may exclude one from getting past the surgpcompetition. In the context of a high
number of candidates, HRM turn its attention fistformal indicators, for example to the
possession of a higher education degree. It doedemte absence of interest in candidate’s

other expertise, abilities and motivation. In trentext of a high number of applicants, a
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degree has become a quick ‘sorting criterion’. (Hail to get a higher education as
conceptualised by the evaluators, was an indicafointellectual failure. Even if some
employers and graduates recognise the limitatidnghie first sorting criterion, they still

believe that this is the most rational way to deigh high numbers of job applications.

Especially right now, | suppose, yeah, if there 28® applications that come in, then the first thin
do, | immediately get rid of those who don't hawg &igher education, because in any case about
twenty of them do have a higher education andd§ thlready have it then it implies that they have
pursued it and they want to be better than the rgthBerhaps | do throw to the side someone who
would be awfully good; however, he hasn't beenessgfal in getting a diploma ... but you just hawe t
make a choice.

Field: technical engineering. Acquired education: applied higher education. Public higher

education institution, now working as a manager

You don't get any idea about a person's expertidg @an the basis of a CV. Rather it's just an iatlic
or some kind of filter, on the basis of which imegel to invite someone to an interview and more
specifically to find out, whether he has those sralas of expertise or not. But that pile, that pig of
CVs which just swamps the managers ... and you camipletely find out about everyone and then you
need that first filter just to move them along aviten a person has a high-school education or adrigh
education then you make tHahoice-author’s additionjuickly and then move forward.

Field: economics. Acquired education: B.A. Public university, now working as a manager

One university graduate with unemployment experendicated that she did not get the job

because she did not have a diploma at this time.

| guess | didn’'t have a diploma yet. That's thetfihing they look at when there are many candglate
If some have diplomas and others don’t — no mattegther you haven’t written your thesis or you have
more stuff left to do — having a diploma is ded@siv

Field: economic; acquired education: B.A.; public university

At the same time it was pointed out that higheroadion is not always necessary for
some jobs, although it is required in job offetsslused as a means to lower the number of
candidates — that is, as a means of preselection.

The majority required higher education but | doktiow if it's really necessary for doing that job.

Secretaries, for instance... they do hire peopleawitthigher education, don't they. | guess it's thés

somehow sort out the better ones. As there witligle demand, let's add this higher education thing.
Field: economic; acquired education: B.A.; public university

At the same time, having an higher education criealeis necessary, but not always a
sufficient condition to avoid being filtered out asappropriate during the sorting process.
Both parties, graduates and employers, pointedhatithe value of a degree might depend on
the type of higher education institution from whittwas obtained. The fact that one has a

degree from a particular university may turn outb® essential in getting a job interview
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invitation. Alumni have experienced that in somb gdvertisements it is openly noted that
degrees from certain higher education institutiamdy are expected. Thus, employers
approach and respond to the uncertainty resultioigy foroadening of the tertiary education
system, as a ‘diversification of education quallty’ comprehensively relying on information
conferred by educational credentials. Employergsothice the source of credential as
additional criteria of sorting out “inappropriateandidates. In the opinion of the alumni, this
behaviour has several causes. Firstly, possibleeegood or bad experiences with specific
university graduates influence the recruiter's eitlecisions. Secondly, depending on the job
content, those who have applied higher educatiensametimes preferred, while at other
times those who have an academic higher educatmrpr&ferred. In addition, employers
highlighted the ‘two-tier’ system of Estonian higheducation: more competitive public
universities versus less competitive client-seekpryate universities. For a high rank
position employers usually expect a public uniwgrsiegree from an applicant. It is
noteworthy that the employers who prefer first geaduates from more competitive public
universities do not connect the preferred degrekle better skills, but rather express their trust
in the sorting power of education institutions. Aing to this logic the public universities’

‘bar’ for admission is higher and their students ‘amarter’.

I myself saw on the CV website that some firms wiezing work and underneath was written: those
who have graduated from X or from Y universif@svate higher education institutiongjlease do not
call. So blunt and to the point. What kind of ursity you go to is essential.

Field: economics. Acquired education: B.A. Public university

Somehow it has turned out that Z (a public unitgyss more trusted. It may even be that the edoeat
is not necessarily better but... people trust it méyebetter known and larger school — and the more
reliable for that.

Field: economic; acquired education: B.A.; public university

One graduate of a private higher education irtgtitu deemed it necessary to
emphasise that it is not a mediocre school butvatie a rather quite high reputation among
employers.

I'm quite satisfied with education from W (a prigatniversity). Later | have heard from employegt th
the reputation of W is not so bad as some may thin&t some good people have come from there...
Field: economic; acquired education: B.A.; private higher education institution
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In addition to being an indicator of potential ifgetual deficits, the decision to go to a
private higher education institution was perceiascevidence of moral failing, such as faulty

judgement or a lack of foresight on the part ofshedent.

The one who hasn't gotten in /..../ like into propeiversities, in that case arises the question of
whether he has some shortcoming or why. Well suaetliploma alone does not give any kind of
guarantee, but it is a prerequisite that shows ttéé person by being admitted and by persisting in
school has been perhaps a little bit better tham dhe who has thrown up his hands and given up and
well, wasted his time and money studying somewheyda private higher education schaol]

Owner, law company.

Thus, while the additional criteria of sorting otlte “wrong” job seekers was seen as
legitimate way of dealing with uncertainty by bagparties, it was for different reasons.
Employers tended, from the mere fact that credisntétained from the “wrong” (less
competitive) educational institution to jump to-faaching conclusions not only about skills
and trainability but also about personality. Gradsamight understand that an employer’s
introduction of additional criteria of sorting oista way of the dealing with uncertainty, but
did not recognize that behind this criteria is sotmuch search for information as ranking of
institutions based on their prestige. Graduates adge hardly aware about the negative
attributions to applicants made by employers onlifsis of the “low” rank of a tertiary
institution.

The first stage of the hiring process seems teméxde a filtering model (Arrow 1973),
where higher education serves as a screening déacause it sorts out individuals of
differing abilities, so that employers get betteorkers. Moreover, interpretations on both
sides are in line with Arrow’s proposition (1978gat higher education offers a double filter,
forcing graduates to signal their productive cagyatwice: first, by being admitted to the

“right” tertiary education institution and secoty, graduating from it.

Signalling productivity: How education matters inegting a job offer: graduates’ view and
differences by field of study

Now we turn to the second phase in the recruitrpestess. What role does education play in
getting a job offer? Does it differ by field of sy? Alumni from both economic and technical
fields underline education as one of the most ingmrcriterion that employers evaluate in
candidates. However, the role attributed to edanaliffers quite remarkably according to the

field of study.
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Business and administration graduates emphasisaoiu more as a formal indicator
(a diploma) than its content. In their view, a perss hired with a definite level of education
due to the overall norms. This reflects the waywinich the company or institution has
developed its human resource practices. The educqtialification is delineated as a signal
of personal quality characteristics (for examplespeerance and stability) and also learning
ability.

Learning ability was used by business and admatistn graduates as an explanation
of why employers value education. Graduates argired people from business and
administration fields mainly possess general skifid acquire work-specific skills on-the-job.
Alumni do not see their general curricula as a tslooning, rather as a state of being of a
small country that is unable to educate peopleafopossible job specialities. However, due
to the rather general curricula, it is very impattto be ready to acquire additional skills on
the job. Despite this, even graduates who followsate specialised curricula with more
clearly defined occupational outcomes (for instaraeounting and taxation) stressed the
importance of company-specific knowledge. Thereftmasiness graduates perceive higher
education foremost as the signal of an employessning ability, and take this as an

indication of his/her potential to get by in newcamstances.

This also screens out those who are persistenteardything else. That you have in spite of evangthi
been able to get a higher education, and it makedifierence in what field, you know. That you have
something in your head.

Field: economics. Acquired education: B.A. Public university

| think also now, when a person is hired for a posj because it's just essential, that this peraowld
develop into the position and would learn quickhgcause that expertise, which in the position is
necessary, that expertise does not come from setotudlly.

Field: economics. Acquired education: B.A. Public university

But if you are looking for an employee and also koaw, that he has a higher education, it means tha
he is capable of thinking independently. Exactiytifiat reason, that someone might think about me in
the same way, | decided to get a diploma.
Field: economics. Acquired education: B.A. Private higher education institution.
Language of study: Russian

...it wasn’t important which specific higher educatipou had, as long as you had it. It shows that you
are a highly educated person, and that you haveaget to make something of yourself.
Field: economic; acquired education: B.A.; public university

Engineering graduates also pointed out qualificsti@as an essential condition of
employment. However, while business graduates esmththe importance of education as a

formal criterion for being a candidate for workaduates of the technical fields emphasised
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rather the importance of expertise and skills. Begring graduates perceived the role of
qualifications as confirmation of existence of aertfield-specific skills.

The described difference is most likely causedhgydontrast of the observed fields.
Graduates from business perceive their curricul@ater general and place more importance
on company-specific training. Graduates from enrgjiimg, on the other hand, perceive that
they already obtain large amounts of necessaryrgg@eand skills for work at school. This

difference makes itself clearly explicit in the eas applied technical higher education.

We had it in our enterprise so that before anyoas hired, a diploma was not important. If it waerse
that you have worked somewhere in a similar fieldd that it seemed that you should indeed be
capable ... and then many times that mistake watenidow it has been said that no one is hired any
longer without a higher education and he must beenaw less a specialist. Even up to now they are
still looking, there is always a lack of engineers.
Field: technical engineering. Acquired education: applied higher education. Public higher
education institution

But | suppose that it's really preferred that agmn has some knowledge of a specialisation. Some
degree of special expertise must definitely bequmes
Field: technical engineering. Acquired education: B.A. Public university

A degree shows that you have some knowledge wdiichasily be built upon.
Field: technical engineering, acquired education: B.A.; public university

Thus, discussion on general and specific skillerretl to the human capital theory’s terms
and meanings. Graduates of both fields thought #@maployers value their educational
credentials as signals of their ‘real’ productiapacity. Just as Welfhorst (2011) points out
any difference is between service-providers (alufmmin business and administration) and
those involved in goods-production (engineers). Tbhemer emphasized the role of
educational credential as signalling their “leagniabilities/trainabilities”, while the latter
hoped that their diplomas conferred for employerse information about their specific job-

related skills.

Interpreting signals of screening: How education rters in getting a job offer: employers’

view and differences by the field of study

Employers' views also differed by their respecteetors, furthermore, a clear parallel with
graduates' perceptions might be drawn. Companiesented with technical branches, valued
more field-specific knowledge similarly to gradusafeom technical fields. In contrast, human

resource managers from ‘soft’ sectors like the, amsertainment and recreation, and also real
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estate companies, stressed foremost the import#rgpealifications as a certain threshold to
enter the specific occupations. In areas wherd lag#rictions or licensing were present, as
with education, medicine or in a law company, etinocawas mentioned as a legal criterion

for selection.

No, grades we, yeah, in that sense individuallyjdee't even look at that transcript. So we say trat
MA degree is required by law. We are not permittedecruit teachers who do not have teaching
qualifications. But the person himself is alwaygenimportant than the degree.

Human resour ce manager, secondary school

On the basis that educational credentials are assacy condition of hiring, it seems that for
this human resources manager certain featuredbafgekers personality are important criteria
of selection. Interestingly enough, alumni themssldid not talk about importance of certain
features of personality in hiring process. We régeigh a difference between graduates and
employers perspectives also in interpretation$effirst stage of the hiring process. Thus, an
initial conclusion is that in addition to educatbrredential, employers consider personality
of job seekers to be an important criterion of ci®, moreover, they use educational
credentials as the basis for attributions. Conttargmployers, young job seekers themselves
hardly recognize importance of personal traitsiaadcriteria. Further research is needed to
study, whether such an interest in personal todiggpplicants is characteristic only for certain
types of organizational cultures or it is widemigle

Companies that hire graduates mainly from techrields - like our three case studies from
the electricity, gas, steam and air conditioningpdy sector; the information sector; and the
communication sector - stress more the specifiovkedge gained during study. However,
even in these areas not only is specific knowledgeded, but employers expect that it is
certified by the education system, i.e. by a digor8ome employers from more technical
sectors also complained about the new Bologna meysthere three-year BA studies were
introduced. They feel that students need more timaequire a certain skill level.

Here we sense indeed a very clear distinction betwen old four-year baccalaureate and today's
three-year baccalaureate, /.../ that they havetsthto form their own opinions, that they alreadypWw
something, but actually with a three-year baccaéaie in today's business there is very little ferta
do. If we say that about 30 to 40 percent of thecs@n criteria is for us a university graduatagecial
expertise, then with respect to the three-year alaereate the expertise is, in general, not acaglire
Human resour ce manager, heating supply firm
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It is interesting to note that employers do noésdrthe importance of grades of job applicants
in the evaluation process. It is widely believedttteducation provides more general
knowledge and that theeal’ training will take place at the workplace evia the technical
fields. One could argue that employers' ignoraneetds grades should be more prevalent in
the internal labour markets where the link betwé#s® education system and the labour
market is weak. Although not much attention is p@adyrades, they might be requested as

proof that the diploma is not a fake.

| don't look at them because, um...well, gradeseseh one's personal thing, usually we do ask for a
grade transcript, because generally a diploma i$ walid without a grade transcript and then it is
confirmed, that it isn't a faked diploma, becaussve received in our history quite a lot of faked
diplomas too, you know.

Human resour ce manager, entertainment company
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Conclusions

As noted by Brown and Bills (2011) “a preconditifom the existence of credentials is that
they must be made plausible, legitimate abstrastionthe parties involved and the purposes
at hand in order for them to work for all’. Our &msas indicates that in Estonia, the
legitimacy of qualifications has been establishEdiployers create social structures and
selection mechanisms that affect employment andhption. We must note that our data
came from employers’ and graduates’ perceptionsnaayl be distorted as a result. However,
both graduates and employers irrespective of thield of study or economic sector,
perceived qualifications as a legitimate basiscoéaning during the recruitment process. We
suppose that it is a sign of a credible resultiflaina, preferably from &irst tier’ selective
public university will allow one to pass the fitsireshold in the application process. Even if
human resource managers agree that some goodaayplivight be rejected by this strategy,
they all agree that the first selection based oalifications is the most effective way to
‘separate the wheat from the chaff'. This meanshigiter education qualifications function
as a screening device and a basis for attributiomegative personal traits to sort out
“inappropriate” applicants, and therefore, the sagtnot having higher education credentials
also increase.

However, this legitimacy might be under questiorthé broader context changes.
Respondents pointed out that when the Estonianoecprwent through profound reforms
with the planned economy being replaced by a ma&ehomy education played a different
role. It was especially clear in areas where neifipeeducation was offered by the education
system, such as marketing or human resource mamageiherefore, younger people were
able to make their way to the top very quickly witlh a proper education. After the collapse
of the Soviet Union, global economic ups and doamd the expansion of tertiary education
have affected the role of education in the recreittrprocess. During the economic boom, a
labour shortage offered good opportunities to gaaek) although after the financial crisis that
has developed since 2008, labour market opporésnitiave deteriorated. Employers can
choose among a growing number of graduates for We#sons - due to increasing
competition in the labour market during recessiamg because of the growing number of
graduates produced by the expansion of tertiargatethn. However, in conditions of higher
education expansion, differentiation and horizorghtification on the basis of a higher
education institution’s status occurs (see alsob&eand Cheung 2008). Most potential

candidates — those from lower-tier higher educatrmtitutions — never even come to the
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attention of some employment managers. The evakiagtied on ‘school’ as a criterion of
evaluation due to the cultural meanings and judgesnéhey attributed to admission and
enrolment at public universities. However, it seeim the evaluators may consciously or
unconsciously legitimate their own success.

While the legitimising role of qualifications wagraed by all parties for the pre-selection of
resumes, there were different, field specific, &saof opinion on the role of qualifications in
obtaining a job offer. While graduates from econofields mainly stress the signalling value
of education, for example motivation and the apild learn, graduates from technical fields
also put emphasis on specific knowledge gainedndurstudy; employers from the
corresponding sectors expressed similar views. ,Tbus results confirmed Welfhorst’'s
(2011) interpretation of a different role of educatbetween service-providers (alumni from
business and administration/firms in the servicets$® and those involved in goods-
production (engineers/firms in the secondary sgctbne former emphasized the role of
educational credential as signalling their “leagniabilities/trainabilities”, while the latter
hoped that their diplomas conferred for employerse information about their specific job-
related skills.

Despite the fact that qualifications have been ptecteas dmust’ both by employers
and graduates across all fields, grades are naidened of foremost interest. This is similar
to results from the USA (Rosenbaum and Binder 189vera 2011) indicating that although
employers look for possibilities to distinguish thest candidates, they find that traditional
ways of reporting this by grade are untrustworthy.

The current paper specifically addressed the rdleducation in the recruitment
process. Our intention was to shed light on thehaeisms underlying the process by which
employers and job seekers interpret the relatigngl@tween education qualification and
occupation attainment. Although the legitimacy aalifications has been well established in
Estonia, the interpretation of why this should bedsfers by field of study and by sector.
When pre-selecting resumes, education qualificatwarked as a filter in decision-making,
later on in the process, education has more substaneaning, especially in engineering. In
addition, one could argue that qualifications aerlikely to serve as screening devices in
internal labour markets where the link betweenethecation system and the labour market is
weak. In these labour markets employers use theatidn system rather as a sorting machine

than a trustworthy certifier of any specific skill.
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In the next step, we would like to address the fjetruitment process in a more
holistic way, as it was evident from interviewstthan-meritocratic criteria play a significant

part in the recruitment process.
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