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Abstract

This paper studies the extent of skill mismatch across college major-occupation combi-

nations. We propose a general equilibrium framework to measure mismatch through output

loss. The model relies on the estimation of college-occupation returns based on the Roy

model. Using Australian administrative tax panel data merging employment history and

university degree information, we find sizeable output losses, up to 13 percent, from work-

ers allocating to occupations not well linked to their majors. Our results suggest that (1)

Commerce and STEM-related fields (IT and Engineering) are the main drivers of mismatch,

and (2) government education subsidies broadly increasing college attendance exacerbated

mismatch, increasing output loss by up to 7 percent, and heightening the persistence of

mismatch over the life cycle.

Keywords: Mismatch, College Major, Occupation, Roy Model, Administrative Tax Record

JEL Classification: E24, J24, J31.

∗We thank Bruce Chapman, Chris Edmound, and the participants at the 2nd Australian Workshop on Public

Finance, Australian National University, Kinki University, the Peking University, the Society for the Advancement

of Economic Theory Conference 2022 (Canberra), the University of Melbourne, and VAMS Workshop. Also a

special thank you to Andrew Carter, Son Nguyen, and Justin Holland at the Australian Taxation Office for their

support in working with the data. We gratefully acknowledge financial support from the Australian Research

Council (ARC Grant DP200100105). The usual disclaimers apply.
†Email: michelle.rendall@monash.edu
‡Email: s.tanaka@uq.edu.au
§Email: yi.zhang1@uq.edu.au

1


