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where we let § (1“"‘./1“) —pu((1,..., L).A“) =0ifA?2=04

We use this as a measure of the welfare loss. Note that then, many points regarding welfare concern are
ignored. For example, the importance of one rank gain may be different depending on rank levels, which may
be incorporated by introducing some non-linear function to evaluate each rank as u(i). Moreover, the existence
of pressure itself may be stressful (see, e.g., Doolittle (2017)). even if the resulting match is unchanged, for
which some evaluation of F%€ itself, such as —c|F*¢| with ¢ > 0 being the constant stress cost, is necessary.

[t is remarkable that while the size of the first drop increases as the pressure probability increases, the
average rank loss, which first rises from zero, vanishes as it becomes almost sure.

Remark 1. While P|"* — P§“ is increasing in e, RL* > lim, o RL"® = lim,+; RL** = 0.

Proof. The former part simply follows from that P{"“ = 1 — (1 — ae)"{=% is increasing, and P;“ = $=% is

i 3 ae
decreasing in e.
For the latter, note that RL™* is equal to
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which converges, by i < L, to 0 as e approaches either 0 or 1. 0
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Figure 1. While overeducation rates are similar in late-reforming transition economies and

mature market economies, undereducation is lower in the transition economies j
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Note: Data show percentage of workers who self-report being overeducated or undereducated.

Source: Kupets, Q. Education in Transition and Job Mismatch: Evidence from the Skills Survey in Non-EU Transition
Economies. Kyoto Institute of Economic Research Discussion Paper No. 915, 2015 [1).
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