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Abstract.
BACKGROUND: COVID-19 has caused economic slowdown all across the globe. It results in job loss on the one hand and
less wages, increased working hours, overqualified employees and part time jobs on the other hand. Low demand of labour
and a huge availability of work force will put many in a disadvantageous position, where they will have to compromise
with the circumstances by being underemployed. Cabinet decisions, by some Indian states like Uttar Pradesh, to suspend
the labour laws related to minimum wage, bonus, working hours and other employee benefits will put workers in a highly
disadvantageous position of being underemployed. This may lead to many socio-economic, psychological and health-related
implications.
OBJECTIVE: The aim of this paper is to provide a comprehensive review on the concept of underemployment, its types
and consequences.
METHODOLOGY: A critical and constructive analysis of the literature was performed.
RESULTS: The findings reveal that if employment does not provide workers with proper opportunities to use their education,
time, skills and expertise, it can create stressful situations in workers’ lives.
CONCLUSION: The problem needs both a diagnosis and robust treatment in order to have better outcomes at the individual,
organisational and national levels.
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1. Introduction

In the wake of the COVID-19 pandemic, lockdown
has been declared all across the world. Economic
activity is at a standstill and millions of jobs are
being lost. Underemployment is expected to increase
at large scale as there could be more part time
employment or long working hours at reduced wages.
Globally working hours may decline by 6.7 percent
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from the full time 48 hour working week, in the
second quarter of 2020, affecting 195 million full
time workers. Most of the people will face loss of
income even if they find some work [1]. Because of
the shutdown of majority of industries, the current
underemployment rate in Australia is 9.1 percent and
can increase up to 15% in coming months [2]. In Hong
Kong, between January to March, the unemployment
rate increased from 3.7 percent to 4.2 percent and
underemployment rate jumped from 1.5 percent to
2.1 percent [3]. Of the 2.5 lakh guest workers seeking
a green card in the US, about 2 of them on H-1B visas
could lose their legal status by the end of June 2020
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[4]. As per the report of Centre for Monitoring Indian
Economy (CMIE) in India, urban unemployment rate
climbed to 30.9 percent and overall unemployment
rate rose to 23.4 percent because of the impact of
COVID-19 on the economy. It was roughly estimated
that in just two weeks of lockdown, 50 million people
lost jobs in India [5]. Similarly, in Canada the shut-
down of the economy due to COVID-19- came as a
shock for the Canadian labour market as more than
1/3 of their potential labour force did not work at all
or worked for less than half of their usual hours in the
month of April [6].

Employment is an important part of life as it pro-
vides a means to earn a living, improve the standard of
living and social status, a sense of self confidence and
self-respect. Unemployment is a total lack of work
but the underemployed workers involuntarily engage
in low paid jobs or work less than usual hours or get
those employments which are not appropriate or pro-
ductive. They have to settle for those lower level jobs
for which they are overqualified. Despite being capa-
ble of working full time, they have to work part time
and are paid lower wages. Underemployment is a big
problem because even though people are employed,
they are not able to work as per their capabilities and
capacities.

Even before the pandemic, large numbers of peo-
ple, both in rural and urban areas did not have
access to decent work as they were working below
their ability [7]. In India, due to privatisation driven
shrinkage of government jobs, poor quality technical
and management education institutes producing less
employable human resource and technology driven
downsizing of organisations, underemployment was
stark. Instead of white-collar jobs, opportunities were
more in lower level jobs like delivery boys, secu-
rity guards, sales and marketing. The reports of
B.Tech., MBA and Ph.D. candidates applying for
peon’s position have been common. In the post-
COVID-19 period, the situation is likely to be more
difficult, as large-scale retrenchments may be done
by both domestic and international employers. Low
demand of labour and a huge availability of work
force will put many in a disadvantageous position,
where they will have to compromise with the cir-
cumstances by being underemployed. It is generally
predicted that after losing their employment, when
people are re-employed, their new jobs are of low
quality as compared to the ones they lost [8]. This
puts them at the risk of underemployment. In order
to earn their living people are forced to work at infe-
rior jobs in terms of hours, income, qualifications or

skills. Uttar Pradesh, one of the most populous states
in India, has already passed an ordinance that has sus-
pended 35 out of 38 labour laws in the state for the
next three years. Besides suspending several labour
rights, this step increases working time from eight
hours to twelve hours a day and scraps the minimum
wage provision. The rationale behind this is told to
be an attempt “to bring economy back on the track”
which has been hit hard by the lockdown [9].

Though unemployment is a key indicator in mea-
suring the health of the economy yet in COVID-19
scenario, it is equally important to measure under-
employment as well [2]. In the coming times, it is
predicted that most of the people are going to lose
their jobs. Even if they get some work, the job may not
be the same kind as they were doing before. In order to
survive and to fulfil the needs of their family, they may
be compelled to accept underemployment. Therefore,
the study of unemployment alone is not sufficient
for understanding the shortcomings of labour mar-
ket. Besides unemployment, it becomes important
for countries to measure underemployment also for
analysing labour market efficiencies as the world
braces for the post-COVID-19 environment.

In this light an attempt was made to study the con-
cept, forms and consequences of underemployment.

2. Underemployment

Underemployment is a low-quality employment
situation where employees are undervalued and
underutilized [10–14]. It is related to the inadequacy
in work opportunities which can be in terms of hours,
income, rank or use of expertise [15, 16]. The under-
employed workers are engaged in jobs which are
substandard as compared to their goals and expec-
tations [17].

This depicts the ill-defined situation between
employment and unemployment [18]. Distinguishing
between the two, it was identified that unemployment
is an all-or-nothing condition whereas underemploy-
ment has an array of objective and subjective factors
that are crucial in defining it [19]. The objective fac-
tors of underemployment include number of hours
worked, a worker’s salary and a match between
employee’s expertise and his or her job [20], while
subjective factors include perception of employees
that they are overqualified for their present job and
urge to use their work expertise remains unful-
filled [21].
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Underemployment has, sometimes, been defined
very narrowly to account for part time employment
only [16]. This is also referred to as visible under-
employment or time-related underemployment, in
which an employee works fewer hours compared
to the normal working hours determined for the
job. The broader perspective includes several other
inadequate or invisible employment situations which
prevent worker’s full potential from being realized
i.e. insufficient use of skills and experience [14], over
education, employment outside one’s area of enquiry,
overqualification for the present position and income
significantly lower than which was paid in the previ-
ous job [17]. It includes all the persons who want
to shift from their current job to another one and
those who want to modify their activities through
improving the quality of equipment they use, reor-
ganizing their work etc. in their self-employed or
paid jobs. Various reasons of inadequate employ-
ment situations include insufficient use of worker’s
occupational skills, inadequate income in current job,
inadequate tools, inconvenient work schedules, inad-
equate training for assigned tasks and excessive hours
of work. So, the main forms of underemployment
are time-related underemployment, income-related
underemployment and overqualification. These are
measured by different countries in different ways.

2.1. Time-related underemployment

Time-related underemployment is a situation in
which an employee works less hours than the pre-
determined threshold and wants to work additional
hours and is available to do so. It does not include
those who are working part time by their own wish
[15, 22]. Threshold time for time-related underem-
ployment varies from country to country. In the USA,
Australia and Indonesia it is involuntary part time
employment for less than 35 hours per week [23–25],
while in Turkey it is reported as less than 40 hours
[26]. The threshold of 30 hrs per week was taken for
defining time-related underemployment in Malaysia
[27]. This threshold is decided on the basis of aver-
age, median or mode values of working hours or it
can be decided on the basis of rules for hours of work
specified in relevant legislation or labour practices in
the countries [15].

2.2. Income-related underemployment

With regards to income-related underemployment,
the worker perceives that he is underpaid as compared

to his previous employment or is paid less compared
to people with similar knowledge, skills, abilities
and other characteristics [11]. In order to determine
income-related underemployment, normative weekly
wage was determined by different authors. The nor-
mative weekly wage for urban people under the age
of 65, was 1.25 times the poverty threshold and
those whose weekly earnings were lower than the
normative weekly wage were classified as income
underemployed [28–30]. The same standard is fol-
lowed by the Social Security Administration of USA
[31]. The more objective definition for low wage
employment was developed by adding the condition
that the worker must have worked for at least 45–50
weeks during the past year and his earning is less than
1.25 times the official poverty [32].

It was concluded that in order to measure under-
payment, employees would be asked how much they
earn in their present employment as compared to pre-
vious one and how they feel they are being paid in
relation to people in similar positions [33]. Income-
based underemployment exists when the worker’s
income is less than what he expects and seeks to
change his current work situation in order to increase
his income [23]. It was revealed that income-related
underemployment is highest in agricultural and infor-
mal sectors, especially in case of women [34].

2.3. Overqualification

Overqualification is a condition of education and
occupation mismatch and misallocation of resources
[35]. Over education and skill-related underemploy-
ments are sometimes considered to be the same.
But the researchers are of the view that estima-
tion of education-based underemployment alone is
not sufficient because it tends to ignore skills that
are acquired through training or on-the-job expe-
rience [36]. Skill-based underemployment occurs
when workers’ training and skills are not utilized in
their current occupation [23, 37, 38]. Even a highly
skilled and well-paid employee can be skill-related
underemployed if his expertise, skills, abilities and
knowledge are not put to good use [39]. It will include
all the persons who during the short reference period
want to change their current employment situation
and are available to do so in order to properly utilize
their occupational skills. In case of overqualification,
which may be education- or skill-based, the results
obtained by the workers are not the maximum that
can be achieved when there is a right person at the
right job.
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A still broader view of qualification-based under-
employment was taken, where a worker is considered
overqualified not only in terms of education or skills
but also knowledge, capabilities, work experience,
and competencies exceed the required level for the job
[40]. A more holistic view was also given by defining
the following dimensions of overqualification:

a) Talent use gap – The situation in which peo-
ple are not able to access education because
of its high costs and discrimination done on
the basis of race, gender or other characteris-
tics. Many intelligent and talented people may
remain at lower level jobs because of lack of
formal education.

b) Credential gap – This occurs when the there
is a mismatch between the formal education
attained by a person and education that is
required for the entry in job.

c) Performance gap – This reflects the situation
when there is a mismatch between the education
acquired and education that is actually needed
to perform the work.

d) Knowledge gap – This occurs when the knowl-
edge, skills, abilities or expertise of people that
are attained through their job experience are
more than that is required for a specific job.

e) Relevance gap – When a person with advanced
degrees finds that his education is not related to
the content of the job, the relevance gap occurs.
In this situation a dentist may be working as a
clerk.

f) Subjective gap – This gap is based on the subjec-
tive perceptions of the workers. It occurs when
a person feels that there is a mismatch between
his/her qualification and the job requirements
[41].

But the issue arises how to measure the gaps
and quantify underemployment. The four main
approaches to measure over education were defined
as follows:

• Realized matches – Determining the difference
between the education level and mean level of
education of all workers in the same occupation
group.

• Job analysis – Comparing the educational
requirements determined by a job analyst for an
occupation with the education attained by the
worker.

• Indirect self-assessment – Perception of employ-
ees regarding the minimum level of education

required for the job and the actual level of his
education.

• Direct self-report – Directly questioning the
workers whether they think they are over edu-
cated or not [42, 43].

It was revealed that if the educational attainment
of worker is at least one standard deviation higher
than the mean education requirement within his/her
occupation then there will be an education mismatch
[44]. Similarly, it can be applied to other parameters
of overqualification.

3. Underemployment and its hidden costs

Underemployment has many hidden costs which
are usually not calculated. It is harmful not only for
individual who is experiencing that situation but also
for the family, friends, organisation and economy at
large. Thus, it can be a great cause of stress among
people living in the society. Good employment is
joyful event in one’s life but loss of employment or
inadequate employment makes the situation difficult
[39]. It affects not only mental health and lifestyle but
social life as well [45].

3.1. Underemployment and the individual

Health of a person is associated with the status
of his/her employment. Jobs which provide bet-
ter opportunities to workers to use their expertise
are considered to be mentally healthier than those
which do not provide such opportunities [46]. It
adversely affects psychological wellbeing of individ-
uals as researchers have found a positive relationship
between underemployment and psychosocial stress,
annoyance, depression, unfriendliness and insecu-
rities. It was found that full time workers had
lower stress levels and depressive symptoms while
unemployed or part time workers had more stress,
unhealthy eating habits and consumption of cigarette
and alcohol [47]. Some authors observed that under-
employed people, in short run, had an increased risk
of depression, stress and lower self –esteem and in
long run it affected their relationships with family,
friends and employees [48, 49]. The effect of num-
ber of hours worked and strength of job identity on
workers’ job satisfaction, work-related stress, work-
related depression and overall life satisfaction was
observed [50]. They found that at a given level of
hours worked, stronger work identity was related to
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increased wellbeing of workers. Women who were
working for long hours and had stronger work iden-
tity experienced less job-related stress but when work
identity was weak, they experienced more job-related
stress and depression.

3.2. Underemployment and interpersonal
relationships

Underemployment can also affect the relation-
ship of persons with his/her family, friends and even
the organisation in which he/she is working. It was
found that underemployment can affect relationship
with spouse/partner, children, and friends and hence
affects family and friendship networks. It can also
lead to high turnover among employees, low stan-
dard of living, poor social status and greater marital
discord [17]. Inadequate employment situations like
long hours of work harm the relationships in home
specifically marital relationship and child develop-
ment because it reduces the time spent with their
partner and children which is very important for the
quality of life [51]. The work schedules of not only
mothers but also fathers affect the wellbeing of chil-
dren as well. Nonstandard work time had negative
outcomes for parents and children. Parents working
in nonstandard work schedules noted worse func-
tioning of family, increased depressive symptoms
and poor parenting and their children experienced
social and emotional problems [52]. Children, whose
fathers were underemployed and had poor financial
position, had less interaction with them [53]. It was
also analysed that when children watched their par-
ents struggling in their employment conditions it had
a lasting impression on children and they did not
see a need of higher education [54]. The quality of
relationships was negatively impacted by the long
hours of work and work overload [55]. Divorce was
more common among couples when a husband is
underemployed. Financial stress was also found to
be responsible for the increased divorce risk [56]. It
was also noted that those who are working in non-
standard work can suffer low income because of less
or intermittent hours which can lead to great family
and personal stress [57]. So, in addition to the adverse
effect on individual’s well-being, the stress resulting
from underemployment can also result in negative
impact on interpersonal relations.

Similarly, underemployment can also affect
employee’s relationship with his organisation. It may
generate the feeling of social isolation and withdrawal
among people [58]. A worker may feel left out of

the loop among people because they may be missing
out of work events or major interactions [59]. It may
reduce the job satisfaction, organisational commit-
ment and customer service [60]. Part time employees
are generally low performers than permanent full time
employees [61]. Underemployment in the form of
over education was found to be negatively associated
with the job involvement, job satisfaction, relation-
ships with peers, and feelings of control and future
aspirations [62]. It was found that overqualification
was negatively related the affective commitment but
had no relationship with normative or continuance
commitment [63]. The characteristics of the job and
its effect on job satisfaction was analysed and results
revealed that job dissatisfaction will induce employ-
ees to search for new job and this effect is more
persistent in case of young workers, workers working
in private sector and workers with lower term [64].
Thus, if employees are not able to enjoy their work,
they will feel frustrated and will contribute less to
their personal and organisational goals.

3.3. Underemployment and the economy

Underemployment is bad for the economy as well.
There is a view that it is a pervasive problem that
affects not only individuals but the whole economy.
It can lead to job insecurity, increased casualisation,
and lower savings and from economy point of view it
is a signal of inefficiency in labour utilization [65]. It
was reported that inadequate underemployment can
reduce the growth potential of the economy and also
put a question on how society is using its human cap-
ital [66]. Underemployment at macroeconomic level
can lead to labour underutilization, inequalities in
income, loss of productive jobs and output, reduced
consumer demand, increased poverty, lower compet-
itiveness and slowdown of economic growth [65]. So,
it can be concluded that underemployment is harmful
for the health of the economy.

Underemployment can crucially affect the cit-
izenship behaviour of individuals and can lead to
more property crimes, lower involvement in social
services, lower participation in voting and loss of
desire to promote welfare of others [17]. It was
analysed that underemployment can lead to lower
political participation and increased rate of crimes.
When these two outcomes are combined with the
economic, interpersonal relations and psychological
stress caused by underemployment, it can drain the
community’s resources [54]. It can be concluded
that effects of underemployment are similar to those
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of unemployment. If underemployment continues to
persist, it could even cause civil unrest and violence.
Thus, if employees work in a job that does not meet
their needs and expectations it can result in a negative
effect on their physical and psychological health.

4. Conclusion

Underemployment puts a worker in a disadvan-
tageous position as he works for increased hours,
reduced salary, underutilises his skills and expertise
or gets jobs which are not appropriate or produc-
tive. The current economic slowdown and relaxation
in some important laws which were the result of
the century’s old struggle of workers for their rights
will make large number of workers underemployed.
Despite being employed, many will not be able to
work as per their capabilities and capacities. This may
lead to adverse socio-economic, psychological and
health effects. Therefore, it is important to determine
the interventions that may help to reduce these nega-
tive outcomes. While unemployment is nakedly and
unashamedly visible as a sign of an unhealthy econ-
omy, underemployment, on the other hand, is like a
latent and passive manifestation. One may not see it
or be able to assess it but it is an underlying malaise
that needs both a diagnosis and a robust treatment
both at microeconomic and macroeconomic level.
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