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Graduate crisis looms in the 1990s 
Richard Pearson 

The demand for graduates will continue to increase over the next ten years, and employers must change 
their ways if they are to attract their share of scarce skills. 

WITH the economy in its seventh year of 
expansion, shortages of graduates are 
becoming more widespread. and at the 
end of last year half the graduate recruiters 
had unfilled vacancies. This year. the 
proportion is likely to be higher still as 
demand grows by 5 per cent or more, 
while the numbers graduating lag behind. 
Demand for graduates is booming as 
employers see them as the key to increased 
effectiveness and competitiveness. They 
are increasingly being sought not only in 
the traditional areas of research. man
agement and administration and profes
sions such as law and accountancy. but 
also in new growth sectors such as retail
ing, tourism and the fast food chains. 

Looking ahead to the 1990s. the 35 per 
cent decline in the number of school 
leavers is likely to give another twist to the 
growing problem of shortages, to the 
benefit of the majority of graduates. This 
year, starting salaries are likely to average 
over £9,000. or nearly 80 per cent of aver
age male earnings. well up from the 67 per 
cent in 1982. The 1980s also saw a widen
ing of salary differentials, with the few top 
jobs in the city offering £16,000 or more 
and some oil companies and consultancies 
offering over £12,000. Two years ago, 
competition for the best graduates had 
become so intense in the City of London 
that "golden hellos" and signing-on-fees 
of £2,000 were being offered, although 
they appear less prevalent now. But at the 
other end of the scale some jobs are offer
ing only £7,500. 

The past decade has been one of tur
bulence and change for graduates. It was 
ushered in by a major recession and rising 
unemployment. The numbers graduating 
continued to grow. driven by the expan
sion of the polytechnics and colleges 
which more than compensated for the cut
backs in universities. As the economy 
moved out of recession, demand started 
to grow rapidly, particularly for financial 
work, where chartered accountants are 
now recruiting I in 10 of those seeking 
jobs, and the retail sector. Demand has 
also gone up in more traditional areas such 
as engineering and government. The only 
black spot is the near 50 per cent fall in the 
intake to teaching which has exacerbated 
teacher shortages. In total, 30 per cent 
more graduates entered employment last 
year than in the recession year of 1981. 
There have been hiccups- in 1986, the 
downturn in the electronics and computer 
industry led to sharp reductions in gradu-

ate intakes. Major recruiters are now to be 
found in all sectors of the economy; the 
two largest graduate recruiters are now 
GEC/Marconi, the electronics group, and 
Peat, Marwick, McClintock, the accoun
tants, each of which is seeking more than 
l,(XlO graduates this year. British Airways, 
Courtaulds. ICI and Sainsbury are all 
seeking more than 200, and McDonalds, 
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the fast food chain, is seeking over 150. 
Not all graduates have benefited from 

this boom. The unemployment rate six 
months after graduation last year was over 
7 per cent, compared with 5 per cent of a 
smaller group in the last boom year of 
1979. A significant number of other 
graduates are in temporary jobs while 
they try to find jobs more appropriate to 
their skills. Poor personal qualities and 
locational constraints are seen as two of 
the major barriers to good jobs. 

The numbers graduating are expected 
to continue to increase from about 
115,000 this year to about 124,000 in 1992, 
an increase of 10 per cent, but the number 
of university mathematics and physics 
graduates, for example, is expected to fall 
next year. The most significant factor 
affecting the number of graduates beyond 
1992 is the 25 per cent fall over the next six 
years in the number of 18-year-olds, the 
traditional entry group to higher educa
tion. As most entrants come from middle
class families, whose birth rates have 
fallen more slowly than the average (see 
Nature 329, 470; 1987), the fall in applica
tions is not expected to be as great, and 
it is hoped to increase the intake from 
non-traditional groups such as mature 
entrants, ethnic minorities and those 
without A-level qualifications. Output in 
1992 is likely to be up to I 0 per cent higher 

than in 1986, but by 1998 should fall back 
to this 1986 figure before starting to rise 
again (see figure). These figures are based 
on the government's hope that nearly one 
in five of the relevant age group will go 
into higher education, up from 14 per cent 
today, counteracting the demographic 
effect. This is a challenging figure by UK 
standards and one which could become 
more difficult if student loans were to be 
introduced. The apparent swing away from 
engineering and technology and the sci
ences, as measured by university applica
tions, when combined with the effect of 
demography, is likely to mean that the 
output of graduates in science and 
engineering in the mid-1990s will be little 
better than today. 

Over the past five years. demand for 
graduates has been growing at an annual 
rate of nearly 5 per cent. Demand in the 
1990s will be affected not only by economic 
growth but also by technological and 
organizational factors. All the forecasts 
point to a growing need for graduate-level 
skills; the numbers of managers are expec
ted to grow by 20 per cent, professionals 
by 17 per cent and scientists and engineers 
by 20 per cent over the decade to 1995. 
More graduates are also expected to go 
into small businesses and self-employment. 
If demand were to increase as it has over 
the past decade, intakes would be 20 per 
cent or more higher by 2000, and this 
would reflect a modest growth rate of only 
1.5-2 per cent a year, well below the cur
rent rate of increase. 

Even if it is not possible to forecast the 
precise level of demand, it seems likely, 
barring a major economic downturn, to 
exceed the level of output in the 1990s and 
competition among employers will inten
sify, especially if they continue to shun the 
mature graduate who will be forming an 
increasing proportion of the output. With 
the cost of graduates also likely to rise 
significantly, employers must start now to 
improve their use of scarce skills, to 
sharpen and widen their recruitment 
activities and to increase their support for 
all levels of the education system if they 
are to attract their share of scarce skills. 
For the individual, the return from three 
years in higher education is likely to 
continue to improve so long as a balance 
of academic and personal attributes is 
developed. D 
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