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The people of Iran place a very high value on higher education. One of the most important aspirations 
of parents is to send their children to a good university so that they can graduate with the credentials 
to find a good job and become economically successful. There is nothing wrong with this aspiration 
and we know that education at any level has positive benefits for the society. However, when the 
majority of households send their children to universities a country might find itself with an excess 
supply of university graduates. If the economy provides insufficient numbers of jobs for university 
graduates, then the country confronts a crisis when many of them end up unemployed or having 
to accept jobs that do not match their level of education. Iran is among a list of countries that have 
experienced this type of overeducation crisis in the past decade, seen in very high unemployment 
rates among university graduates.

This crisis began in 1990s. In 1960s and 1970s, with economic growth relatively high and enrollment 
in universities   low, universit y graduates were econo mically success ful and en  joyed a   high socia l 
status. This encouraged many parents to seek the same outcome that they enjoyed for their children. 
As a result, the demand for university education rose sharply in 1970s, becoming very strong at the 
onset of the 1979 Islamic Revolution. After the Iran-Iraq war (1980-88), the government responded to 
the growing demand by trying to increase the capacity of higher education institutions, leading, in a 
short span of time, to a rapid expansion of university enrollment and a sharp increase in the number 
of university graduates.

A few charts can i llustrate this crisis and help explain how the situation has evolved. As we have 
suggested, enrollment in universities in Iran was relatively limited before the revolution, but in the 
1990s, due to policies undertaken by the government, there was a noticeable increase in university 
enrollment. One o  f t he ste ps t hat t he  government too k in res  ponse to t  he stron g de mand  for 
university education was to allow for the creation of nonprofit universities, or universities that were 
not  formally part o f t he Ministry o f Higher  Education. The budget o f t hese universities was a lso 
comparatively independent because they were allowed to charge tuition but operate as nonprofit 
institutions. As demonstrated in Figure 1, enrollment in both public and nonprofit universities grew 
rapidly. The largest and best-known nonprofit university in Iran is the Islamic Azad University. The 
number of students enrolling in universities grew from under 100,000 students in 1970 to well over 
4.3 million by 2013.

Several factors  led to the strong demand for higher education among all Iranians . Most commonly, 
families and young adults choose to go to university because of the economic advantage of having 
a university degree allowing one to earn higher income. Moreover, in many countries, Iran included, 
access to public sector jobs requires a university degree. Additionally, there was a strong social demand. 
Regardless o f t he e xtra inco me earned as a resu    lt o f going to universit  y, t here are stron  g cu ltural 
perceptions about the inherent value in earning a university degree: it brings social status and places 
one at a higher level of acceptance and respectability in hierarchy of various groups in society.
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Figure 1: University Enrollment in Iran (1970-2013)

Another  factor t hat attracted   families to   higher education is t   he  fact t hat  public universities , 
subsidized by government since the 1950s, do not charge high tuitions. Consequently, the monetary 
cost of going to university is relatively low if one can pass the entrance exam. In Iran, like most other 
Middle  Eastern countries , t here is a   highly co mpetitive centra lized entrance exam, es pecially for 
sought-after degrees such as engineering or medicine.

Today, despite the high unemployment rates and smaller wage premiums for university graduates, 
there is still a strong demand for university education, especially for seats in Iran’s top schools 
such as Sharif University. Earning a degree  from well-known prestigious universities allows a 
graduate, attracted to higher education as a means of admission to international universities, 
and eventual immigration, to apply for Masters or PhD degrees in top universities in Europe and 
United States.

The  government res ponded to t  his stron g societa l de mand  for universit y education t  hrough 
quantitative expansion of t he available seats in universities , increasin g the rates o f admission to 
public universities, and allowing for t he establishment of private and non-profit universities. The 
numbers of both public and private universities increased very rapidly, as shown in Figure 2. There 
were only a few private universities in Iran before the revolution. But afterwards, the Islamic Azad 
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University was allowed to operate and establish branches in various cities and even in large rural 
areas, and we see a rapid increase in the number of universities (or branches of some universities in 
many areas) in Iran.

Figure 2: Number of Public and Private (non-profit) Universities in Iran

The Iranian econo my has not grown  fast enou gh to create ade  quate  jobs  for a ll t hese university 
graduates, however. Figure 3 shows the unemployment rate for men with and without a university 
degree. Contrary to what is observed in many countries, in Iran in recent years the unemployment 
rate for university graduates has been higher than those without a university degree. By contrast in 
the United States, this is not the case; the unemployment rate among university graduates is lower 
than t hose with a  high sc hool de gree. For Iranian  women, t he une mployment situation is even   
worse. Women who are university graduates suffer very high rates of unemployment, and the gap in 
unemployment rate for women who have a college degree and those without a college degree, who 
are working in the labor force is even wider. In recent years, the unemployment rate for women with 
a university degree has exceeded 40%.
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Figure 3. Unemployment rate for men (2005-2014)

In addition to    high une mployment rates , many universit y graduates are undere  mployed. Since 
they cannot find jobs that are adequate for university graduates, these degree-holders accept jobs 
that do not require university skills. Table 1 depicts occupations that are considered non-university 
occupations, because the required skills could be acquired without attending college. The numbers 
in this table show the percentage of employees in these occupations who have obtained a university 
degree. Co mparing t he  years  2001 to  2017, we see t  hat in a  lmost a ll o f t hese occu pations t he 
percentage of those with a college degree has steadily increased. For example, for customer services 
staff, the percentage with a university degree was 9.5 percent in 2001 but increased to 55.8 percent in 
2017; a large number of university graduates are qualitatively underemployed, and are not utilizing 
the skills they acquired through their university education.
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Table 1: Share of employees with University Degrees in Occupations that Do Not Require a 

University Degree

ISCO 

Job 

Codes

Job Categories

Percent of Workers and Employees with more than 12 years of 

education

2001 

(1380) *

2005 

(1834)

2009 

(1388)

2012 

(1391)

2017 

(1396)

4100 Office workers 17.0% 24.80% 40.10% 44.90% 58.40%

4200 Customer service staff 9.50% 21.30% 30.10% 41.60% 55.80%

5100
personal services and 
security personnel

8.30% 9.80% 11.50% 18.20% 9.60%

5200
Sales associates and 
sales representatives

4.3% 5.00% 8.60% 11.80% 14.00%

6100
Agr. Fishery & Forestry 
workers 0.80% 0.90% 0.70% 1.80% 2.00%

7100 Mine workers 1.50% 1.50% 2.90% 4.20% 4.10%

7200
Skilled Industrial 
Workers

3.20% 3.90% 4.80% 6.40% 10.50%

7300
Precision tools 
workers

2.50% 1.80% 6.20% 8.30% 11.50%

7400
Industrial workers 
(others)

0.90% 2.00% 1.70% 4.60% 19.80%

7500 Carpet weavers 0.80% 0.30% 0.50% 1.70% 3.70%

8100
Food processing plant 
operators

5.40% 6.60% 7.20% 12.40% 10.90%
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8200
Heavy machine 
operators and 
assembling line

0.60% 3.60% 6.40% 5.70% 23.80%

8300 Vehicle drivers 0.80% 1.40% 2.40% 3.60% 5.60%

9100
Unskilled service 
sector workers 0.70% 1.50% 2.60% 4.80% 8.40%

9200
Unskilled workers 
in agriculture and 
forestry and fishing

0.40% 0.70% 0.80% 1.20% 2.40%

9300
Unskilled workers in 
mining, construction 
and industry

0.40% 0.80% 1.70% 2.60% 2.10%

* Iranian calendar equivalent in Parenthesis.

Source of Data: HIES databases 2001, 2005, 2009, 2012 and 2017, (Iran Statistics Center). 

The  flood o f universit y graduates into non  -university jobs  has anot her ne gative conse quence, 
namely fewer  job opportunities  for high school graduates. As a resu lt, high school graduates are 
forced toaccept lower paing jobs. Alternatively, because it is so difficult to find a job in competition 
with university graduates, high school graduates might feel that they have no alternative but to go 
to college. This creates a vicious cycle of overeducation and underemployment.

In the past five years, there has been increasing awareness among officials in Iran concerning the 
overeducation crisis, as the rates of unemployment and underemployment of university graduates 
have become so high and so alarming. This parallels a growing awareness among people that perhaps 
a universit y education is not as re     warding as t  hey initia lly t hought. C hanging attitudes to  wards 
higher education have engendered a reduction in applications for some university majors.

The  government itse lf has e xpressed a desire to re    form t he s ystem by s hifting from a  focus on 
quantity of students in the higher education system to focus on quality and relevance of the majors 
that are being offered. In some cases, the government has tried to limit admission to undergraduate 
majors in which the gradauates suffer high rates of unemployment. In addition, the government has 
also tried to close or merge some universities considered redundant or underperforming.

In 2017, t he government announced a comprehensive higher education reform plan designed 
to address overeducation and     high une mployment a mong universit y graduates. So  far, 
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however, little progress has been made in a program that was approved in 2017 and meant to 
be implemented in 2018 - 2019. Yet it is still at the implementation stage because of delays due 
to sanctions and the recent coronavirus pandemic. Moreover, vested interest in the Ministry of 
Higher Education and in some of the nonprofit universities appear to be resisting some reforms 
to reduce enrollment.

While the crisis continues there has been some noticeable change. University enrollments in recent 
years reached a peak in 2015 (Figure 4), afterwards beginning to decline. This is  partly because of 
demographic c hanges with t he number of high school graduates declining due to a reduction in   
fertility beginning in the 1990s, but also due to disappointment of some segments of society with 
the economic opportunities available to university graduates. In the future, the government must 
strive to create a better balance between supply and demand for university graduates.

Figure 4: Student Enrollment in Universities and Higher Education Institutions

Various degrees of overeducation can be seen in  both advanced and developing countries. In t  he 
United States unemployment among university graduates is low but a large number of university 
graduates accept jobs in occupations that do not require a university degree. In the US, then, we can 
also observe high rates of overeducation as indeed we can do throughout Europe and many Middle 
Eastern countries, albeit not as seen in Iran between 2010 and 2015.
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Can we prevent Overeducation?

While in  many countries , suc h as in   South Korea, policy makers are una  ble to e  ffectively prevent 
overeducation because of a strong popular demand for university education, there have been a few 
cases in which governments have successfully prevented overeducation, and Singapore and Hong Kong 
can be cited in this context as two successful countries in which governments, since the 1960s, were 
very conscious of the need to prevent an excess supply of university graduates. They deliberately kept 
admissions to universities low, despite the high value Asian cultures place on education. In order to 
determine optimal rates of admissions to each field, policy makers had regular meetings with industry 
and private sector representatives, paying close attention to their projections for labor market demand 
for specific skills. As a result, the unemployment rate for university graduates in Singapore and Hong 
Kong has  been consistent ly low co mpared to t  he overa ll une mployment rate in t   hese econo mies. 
We can o  bserve  from Figure  5, Hong Kong’s data   from 1986 to  2016, t hat t he une mployment rate 
for university graduates has nearly always been  less t han 4 percent. This is a  healthy labor market 
condition, the outcome of superlative higher education institution enrollment management.

Figure 5: Hong Kong: Unemployment rate among University Graduates

Governments o f Iran and ot   her  Middle  Eastern countries   would stand to    benefit  from vie wing 
the experience of countries t hat have been successful in higher education institution enro llment 
management. Clearly, Iran and large Middle Eastern countries have conditions that are not similar to 
those of Hong Kong or Singapore. But any country in which the government has the capacity for good 
governance and the will to address this issue can successfully tackle the problem of overeducation.


