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Executive Summary

Background

Underemployment has become a topic of significant interest among policy makers and researchers in
recent years. Despite its widespread prevalence and significant economic and social consequences,
measuring underemployment has proven to be a challenging task due to its multidimensional nature
and the interdisciplinary nature of research on this topic.

In this first project report we address key questions around how we can measure underemployment
and track it over time. The report examines trends in the levels of various forms of underemployment
for employees and self-employed workers aged 18 to 64 in the UK since 2006. We use the UK’s largest
study on employment circumstances, the Labour Force Survey (LFS), describing long-term trends in the
prevalence, characteristics of and social inequalities in underemployment and its various dimensions.

Our approach

We approach underemployment as a complex and multidimensional phenomenon including
insufficient hours of employment, limited use of skills at work and/or low wages as follows:

e Time-related underemployment: The time-related underemployed work fewer hours than they
desire. In this report, we count as time-underemployed those part-timers who work part-time
because they could not find a full-time job, workers (part- and full-timers) who would like to work
longer hours in their current job, and workers seeking a replacement job with more hours.

e Skills-related underemployment: The skills-related underemployed are workers who possess
higher levels of skills than their current job requires. In this report, we measure skills-related
underemployment via one indicator we construct using education level data where we first group
employees into those who have high, intermediate, and low skill levels. Then, we group
occupations into three skill levels: those that demand High, Intermediate and Low skills. Finally,
employees are considered as skills underemployed when their educational level is higher to the
occupational group of their current job.

e \Wage-related underemployment: The wage-related underemployed are workers who are
underpaid for what they do. In this report, we compare the wages of workers with others in their
occupational grouping. We define being underpaid as earning wages that are at least 20% lower
than the median for that occupation.

Findings

e The groups facing higher levels of time-related underemployment include younger workers and
workers from minority ethnic groups, as well as people employed in routine/semi-routine
occupations and on precarious contracts.
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e Younger workers, minority ethnic workers, precarious workers, those with degrees, and people
employed in intermediate occupations or in hospitality, alongside slightly more women than
men, were more likely to have skills greater than their jobs need.

e Wage-underemployment is prevalent in the UK affecting over a fifth of working men and almost
a third of working women, with levels persistent over time. It impacts most heavily on younger
workers, people working in accommodation and food service industries, and, perhaps
surprisingly, managers and professionals.

Conclusions

Our findings show which groups face higher levels of underemployment and who is better protected
from it. Overall, women, younger workers, workers with lower qualification levels and those from
ethnic minorities are most affected by underemployment in all three dimensions. Yet the different
measures of underemployment can provide quite different pictures. Although they mostly agree on
who is most affected by underemployment, they do show some different trends and levels. The varying
indicators match less on regional trends, for example, and on which occupational groups are more
affected by underemployment.

These first findings raise fascinating questions about the most appropriate indicators to use to capture
underemployment as a whole. Our second report will focus on exploring these indicators in
combination.
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The data

This report maps underemployment trends for employees and self-employed workers aged 18 to 64 in
the UK. We use the UK’s largest study on employment circumstances, the Labour Force Survey (LFS),
drawing on analysis from 2006 to 2022.

We describe long-term trends in the prevalence, characteristics of and social inequalities in
underemployment and its various dimensions.

The report first examines time-related underemployment, followed by skills underutilisation, and wage-
related underemployment.

See Technical Appendix 1: The Data for more details.
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Introduction

Underemployment is an increasingly concerning feature of the UK labour market. Workers who are
underemployed are working below their potential or preference in terms of the hours spent in work,
the wages earned and/or the skills they use in their jobs. Our study is tracking underemployment levels
in the UK and across Europe. We are identifying the demographic characteristics of underemployed
workers, determining the predictors of underemployment and its consequences, and highlighting the
lived experiences of underemployed individuals in four UK cities.

In this first project report we address key questions around how we can measure underemployment
and track it over time. The report examines trends in the levels of various forms of underemployment
since 2006, analysing gender, ethnic, occupational, qualification, regional and industry disparities in
these trends. We approach underemployment as a complex and multidimensional phenomenon
including insufficient hours of employment, limited use of skills at work and/or low wages.

Our approach advances the understanding of the measurement of underemployment. Most official
measures of underemployment are limited to hours worked. Time-related underemployment exists
when the hours of work of an employed person are insufficient in relation to an alternative employment
situation in which the person is willing and available to engage. While time-related underemployment
is very important, a one-dimensional understanding of underemployment does not provide any
information on the adequacy of a person’s wages and skills usage. The limitation of time-related
underemployment is evident, for instance, in the case of workers who, although having a full-time job
and are happy with the number of hours that they work, have low wages, or may feel that their skills
as underutilised. In this report, we innovatively consider all these three indicators to provide a complete
picture of underemployment in the UK. Our second report will focus on exploring these indicators in
combination.




1 Time-related underemployment

Time-related underemployment refers to individuals who work fewer hours than they desire (Bell and
Blanchflower 2013; Wang 2018).

We measure time-related underemployment using three main indicators:

1. Part-timers who work part-time because they could not find a full-time job.
2.  Workers who would like to work longer hours in their current job.
3.  Workers seeking a replacement job with more hours.

See Technical Appendix 2: Time-related underemployment for more details.

1.1 Time-underemployment indicator 1: Involuntary part-time

People in employment can work either full-time or part-time. A part-time worker is someone who works
fewer hours than a full-time worker. In the UK there is no specific number of hours that makes someone
full or part-time, and the full-time/part-time threshold is debated, but a full-time worker will usually
work 30 or 35 hours or more a week (Government n.d.). In the UK Labour Force Survey, the split
between full-time and part-time employment is based on respondents’ self-classification (ONS 2023).
The average hours worked by part-timers, for all the periods included in this analysis, is 20 hours.

Part-time jobs are of lower quality (including being lower paid) than full-time jobs, on the whole, and
they bring a range of career penalties (ILO 2013a; Nightingale 2019; Warren and Lyonette 2018). Yet
part-time employment is extensive in the UK, especially among women, as can be seen in Figure 1.1.
The Labour Force Survey disaggregates part-time employment by reason as follows:

e those who could not find full-time jobs

e those who did not want full-time jobs

e those who were ill or were disabled

e those who were students or were at school

We focus on those workers who could not find a full-time job as our first indicator of
underemployment.
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1.1.1 Time-underemployed part-time workers by sex

More female than male workers in the UK are employed part-time. Figure 1.1 shows which of those
part-timers work part-time because they could not find a full-time job. In absolute numbers, there are
more female part-timers in this situation (see bottom figure in Figure 1.1). One contributing factor is
that, even after taking into account the gender of workers, underemployment is more common in
female- dominated occupations, and less prevalent in male-dominated occupations and industries. The
percentage of part-timers unable to find full-time work is significantly lower for women than it is for
men: it is around 10% in most periods for women compared with a range from 20% to 40% for men (as
shown in the top figure of Figure 1.1). Most female part-timers say they do not want full-time jobs,
whereas the majority of male part-timers desire full-time employment but cannot find it. A key factor
contributing to this disparity is that women often work part-time to fit around other roles in their lives,
including caring for children and others (Warren and Lyonette 2018).
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1.1.2 Time-underemployed part-time workers by age group

Figure 1.2 shows the part-time workers who could not find full-time work divided by age groups. Part-
timers aged between 18 to 24 years old were most likely to find themselves involuntarily working part-
time. Time-underemployment among the young increased following economic recessions (in 2008-9
and 2020) but the ongoing cost of living crisis from 2021 has not yet significantly worsened involuntary
part-time work for this age group. Trends over time show similar peaks and troughs for other age
groups, albeit with notably lower levels of involuntary part-time employment.
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FIGURE 1.2: Young part-time workers struggle the most to find full-time jobs
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1.1.3 Time-underemployed part-time workers by ethnic group

Work-time in the UK is shaped by ethnic background. Figure 1.3 shows that part-time workers from
minority-ethnic groups, grouped together, are more likely to work part-time involuntarily than are
white workers. During the period under study both groups experienced similar trends with increases in
underemployment following recessions and decreases during economic recoveries. However, minority-
ethnic groups were disproportionately affected during recessions, experiencing a larger increase of
involuntary part-time work than white groups after each economic crisis.
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FIGURE 1.3: Ethnic-minority groups more likely to find themselves in involuntary part-time jobs
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1.1.4 Time-underemployed part-time workers by qualification level

Qualification levels are a key factor shaping who is time-related underemployed. Figure 1.4 shows
higher rates of involuntary part-time working among lower/no qualified part-timers. This suggests that
across all years of our analysis, workers with no qualifications or lower-level qualifications find it more
difficult to find full-time employment than do those with higher qualifications.
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FIGURE 1.4: Workers with no formal qualification find it difficult to find full-time work
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1.1.5 Time- underemployed part-time workers by occupational group

Part-time employment is concentrated in lower waged occupations, and with fewer opportunities to
work part-time in more senior positions. Figure 1.5 shows which occupations feature the most
involuntary part-time working among part-timers. Routine occupations (e.g., HGV driver, van driver,
cleaner, porter, packer, sewing machinist, messenger, waiter or waitress, or bar staff), semi-routine
(e.g., postal worker, machine operative, security guard, caretaker, farm worker, catering assistant,
receptionist or sales assistant) and lower supervisory/technical (e.g., motor mechanic, fitter, inspector,
plumber, printer, tool maker, electrician, gardener or train driver) stand out with higher rates of time-
underemployment than managers/professionals and those in intermediate roles. Economic downturns
affected these groups the most too, intensifying their underemployment.
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FIGURE 1.5: Routine, semi-routine and technical part-timers more likely to be in involuntary part-
time work
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1.1.6 Time-underemployed part-time workers by contract type

In recent years, the UK has seen a decline in the number of employees with a so-called ‘standard
employment relationships’, characterized by a secure and full-time job contract with their employers.
The proliferation of alternative contract types, such as flexi-work, term-time working, raises many
guestions about the quality of that work and workers’ experiences. Perhaps the most contentious form
of work, especially relevant for our focus on temporal underemployment, is the zero-hours contract, in
which workers are not guaranteed any hours of work at all from their employer. Zero hours contracts
give employers a great deal of flexibility, but there is debate over whether workers opt positively into
zero hours jobs for flexibility themselves or must agree to such precarious work in a limited labour
market. We show here that part-timers with more precarious contracts are more likely to be in part-
time work because they could not find a full-time job than are other workers (Figure 1.6: workers with
zero-hours contracts have had the highest levels of involuntary part-time work since 2008.
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FIGURE 1.6: Workers in zero hours contracts struggle more to find full-time work
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1.1.7 Regional trends in time-underemployment among part-time workers

Our project provides analysis of underemployment across the UK, but it focuses too on the four cities
of Bristol, Glasgow, Nottingham and Salford. Figure 1.7 shows the distribution of workers in involuntary
part-time employment in regions of England and Scotland that are in the scope of this project plus the
rest of England. The North West of England (including Salford) and Scotland (including Glasgow) have
the highest proportion of workers working part-time because they could not find a full-time work, while
the South West (including Bristol) consistently has the lowest proportions, and this pattern has
remained consistent over time. Meanwhile, the East Midlands Region (including Nottingham) saw an
increase in involuntary part-time working during 2022.
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FIGURE 1.7: Workers in the North West of England and Scotland struggle more to find full-time
work
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1.1.8 Industry trends in time-underemployment among part-time workers

In addition to its concern with underemployment across the whole labour force in the UK, the project
focuses upon two industry sectors: Wholesale and retail trade, and Human health and social work. We
are examining the extent of diverse and intersecting forms of underemployment there and the lived
experiences of workers. Figure 1.8 shows the distribution of workers in involuntary part-time in six
service-related sectors. Involuntary part-time work is particularly prevalent among part-timers
employed in the Retail as well as Hospitality (accommodation and food service) sectors, justifying their
inclusion in our research going forward. Human health and social work activities show lower levels
compared to the two sectors mentioned above, and similar rates with sectors such as Education. Very
few part-timers working in finance and insurance are doing so involuntarily.
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FIGURE 1.8: Involuntary part-time is high in the Retail and Hospitality sectors
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1.2 Time-underemployment indicator 2: Wanting longer hours

Our second indicator of time-related underemployment moves beyond the focus only on part-time
workers. We explore next all workers who say that they would like to work longer hours in their jobs
(at their current basic rate of pay). The following sections look at this group of workers by gender, age,
ethnicity and so on.

1.2.1 Wanting more hours by sex

The second indicator of time-related underemployment produces similar findings to the first one
(involuntary-part-time). Figure 1.9 shows women and men who wish to work longer hours in their
current jobs. Female workers are slightly more likely than are men to say they want more hours. The
trends over time follow a similar pattern for male and female workers characterised by periods of
increased underemployment during and after economic recessions.
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FIGURE 1.9: Women slightly more represented among workers wanting more hours
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1.2.2 Wanting more hours by age group

The second indicator of underemployment again reiterates our earlier finding of higher levels of

underemployment among younger workers. Figure 1.10 shows that the younger the worker is,

the more likely they are to want longer hours in their current jobs. As with involuntary part-time,
this form of underemployment peaked after economic recessions, particularly among younger

workers.
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FIGURE 1.10: Young workers wish to work more hours
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1.2.3 Wanting more hours by ethnic group

Figure 1.11 shows preferences for more hours of work by ethnic group. Minority-ethnic workers
are again more likely to want more hours than are the white majority each year, and with slightly
fluctuating levels over time.
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FIGURE 1.11: Ethnic-minority group are up to two times more likely to wish for more hours of
work
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1.2.4 Wanting more hours by qualification level

Figure 1.12 compares preferences for more hours in the current job by qualification. Overall,
workers with lower level and no qualifications are substantially more likely to want to work more
hours, certainly when compared with those with degrees who are again the group least likely to
be underemployed.
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FIGURE 1.12: The lower the qualification, the more likely to want more hours
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1.2.5 Wanting more hours by occupational group

That the risks of being underemployed are shaped by occupational group is also shown with this
second indicator. Workers in routine and semi-routine occupations are more likely to report
wanting to work more hours in their current jobs than are other workers (Figure 1.13), peaking
at almost one-fifth of the workers in 2013 and starting to rise again in 2022 after a post-pandemic
dip.
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FIGURE 1.13: Routine and semi-routine workers would like to work more hours in their
current jobs
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1.2.6 Wanting more hours by contract type

When we examine who would like to work longer hours in their current jobs, we see again the
higher proportions of those on zero hours contracts who are time-underemployed (Figure 1.14).
This was especially true in the years following the great recession when around a third reported
wanting to work more.
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FIGURE 1.14: Workers in zero hours contracts more likely to want more hours of work

Page | 19



1.2.7 Wanting more hours by part-time and full-time employment

It is expected that those part-time workers who say they work part-time because they could not
find full-time jobs would like to work more hours: Figure 1.15 shows that over half would like
more hours. However, less is known about workers in full-time jobs and those workers who say
that they are voluntarily working part-time. Are they fine with their current hours or would some
also like more? Figure 1.15 shows further that one in ten of those part-timers who work part-
time because they do not want a full-time job would still like to work more hours. The ‘part-time’
hours category is a wide one, with shorter hours part-time jobs often associated with lower
quality (Warren and Lyonette 2015). It is notable that a smaller proportion of full-time workers
express a desire for more hours compared to both groups of part-timers.
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FIGURE 1.15: Some voluntary part-timers and full-time workers would like to work more
hours
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Knowing whether workers want to work more hours, or not, is a valuable indicator of time-
related underemployment. It tells us little; however, about ‘how’ underemployed workers are,
the intensity of their underemployment, and how far workers are away from achieving their
hours preferences. Figure 1.16 shows that full and part-time workers who would like additional
hours differ in the number of extra hours they would like to work. While full-time workers would
like between 7 to 10 additional hours a week, those part-timers who could not find full-time
would like up to 15 extra hours. Those who did not want full-time work would still like around 10
additional hours, with little change over time. Given that average hours worked by part-timers in
the UK is 20 a week, this is evidence of persistent and wide actual/preferred hours gaps and deep
time-related underemployment especially among part-timers.
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FIGURE 1.16: Extra hours wished to work by part-time and full-time workers
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1.2.8 Wanting more hours by region

All regions of the UK experienced similar levels of workers wanting to work more hours and all
saw slight increases after economic recessions (Figure 1.17).

East Midlands (incl. Nottingham) % North West (incl. Salford) . Rest of England

Scotland (incl. Glasgow) @ South West (incl. Bristol)
50%
(€) The Ungieremployment Project
25% underemployment info
‘0
| UK economy gets back I Cost of
Creat Recession i Covid-19 e -
40% to pre-downturn size living crisis
35%
30%
[}
g
5§ 25%
(=)
5
o
20%
15%
10% #@:%:Mm,_-_m, i ﬂ’*&‘*—-"&/\'ﬂw*\n\ .y
wm*ﬁ =3 \v%
5%
D%IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIII\

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Note: Applies to all respondents who are not looking for a different or additional job

FIGURE 1.17: Slight increase in workers wanting extra hours after economic recessions and in
all regions
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1.2.9 Wanting more hours by industry

Similar to the involuntary part-time indicator, Figure 1.18 shows that the two sectors this project
focuses on (Hospitality and Retail) have the highest proportion of workers wishing to work longer
hours (followed by Education). The financial and information sectors again have low levels of
underemployment, maintained over time, aside from a slight increase during the cost-of-living

Crisis.
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FIGURE 1.18: Workers wanting more hours concentrated in the Retail and Hospitality sectors
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1.3 Time-underemployment indicator 3: Seeking a replacement job with more
hours

The third and final time-related underemployment indicator identifies those workers who are
looking for a replacement job with more hours. For this, the Labour Force Survey asks participants
whether they are looking for a different or additional paid job. If they answer yes, they are asked
to clarify if it is an additional job or a replacement job. According to the definition of time-related
underemployment, in this case we only consider those who are looking to replace their current
job.

Among those looking to change their job, between 15% to 20% would like to work longer hours
in their new job. In addition, the percentage of employees in this situation increased after the
Great Recession. However, since 2020 this trend has reverted, which could be linked to
developments such as the UK pilot experience of reducing the work week to four days, as shown
in Figure 1.19.
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FIGURE 1.19: Preferred working hours in the job being looked for
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1.3.1 Seeking a replacement job with more hours by sex

Figure 1.20 shows that between the period of 2006 to 2022 slightly more male than female
workers sought a replacement job with more hours. Such differences reduced after the start of
the cost-of-living crisis when female workers were more likely to look for a replacement job with
more hours. This difference can be explained by the higher participation of men in the labour
market compared to women, and the effects of the cost of living on female workers.
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FIGURE 1.20: More male than female workers are seeking a replacement job
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1.3.2 Seeking a replacement job with more hours by age group

Considering the trends in the three indicators of time-related underemployment, younger
workers could be considered more at risk of falling under this category than older workers.
Specifically, Figure 1.21 shows that the majority of workers looking to replace their jobs are
between 18- to 24-year-old, followed by those between 25 to 34 years old.
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FIGURE 1.21: Younger workers are more likely to look for a replacement job
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Furthermore, as shown in Figure 1.22 the group with the highest proportion of workers seeking
to replace their jobs with one that has longer hours is concentrated among those between 18
and 24 years old.
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FIGURE 1.22: Workers between 18 to 24 years old looking for a replacement job with longer
hours
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1.3.3 Seeking a replacement job with more hours by ethnic group

As Figure 1.23 shows, the percentage of white workers looking to replace their jobs has
consistently remained below 20% and relatively stable. In contrast, ethnic minority workers have
consistently maintained percentages above only dropping below 20% at the onset of the cost-of-
living crisis.
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FIGURE 1.23: Ethnic-minority workers more likely to look for replacement jobs with longer
hours
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1.3.4 Seeking a replacement job with more hours by occupational group

Lastly, workers in routine and semi-routine occupations are more interested in replacing their
current job than are other workers. Figure 1.24 shows furthermore that this group is considerably
more likely to look for a replacement job with longer hours compared to management and
professional occupations.
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FIGURE 1.24: Working class workers more likely to seek replacement jobs with longer hours
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1.4 Summary: Time-related underemployment

The time-related underemployed work fewer hours than they desire. In this report, we count as time-
underemployed those part-timers who work part-time because they could not find a full-time job,
workers (part- and full-timers) who would like to work longer hours in their current job, and workers
seeking a replacement job with more hours. Approaching underemployment using three different
measures gives us better insights into UK levels of this first form of underemployment and trends over
time. We show which groups face higher levels of time-related underemployment and who is better
protected from it. Results from the three indicators affirm that the groups facing higher levels of time-
related underemployment include younger workers and workers from minority ethnic groups, as well
as people employed in routine/semi-routine occupations and on precarious contracts. We move to
skills-related underemployment next.

Page | 30



2 Skills-related underemployment

Our second dimension of underemployment is skills-related underemployment. We examine levels and
trends over time in the number of workers who have skills that are greater than those required in their
current job. We measure skills-related underemployment via one indicator we construct as follows (See
Technical Appendix 3: Skills-related underemployment for full details).

e  Using education level data, we first group employees into those who have High, Intermediate
and Low skill levels.

e We group occupations into three skill levels: those that demand High, Intermediate and Low
skills.

e We consider employees as being skills-related underemployed when their education level is
higher than the skill level required in their current occupation.

Note: n the quarter from January to March 2022 the LFS questionnaire had changes related to
education variables. This implies that values from previous waves were not brought forward to this
period(ONS 2022b). Therefore, we have removed the quarter from January to March 2022 in this
section.
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2.1

Skills-related underemployment by sex

Figure 2.1 shows that the proportion of individuals categorised as underemployed in terms of their skills
steadily increased between 2006 and 2022. The number of overqualified employees increased from
over 1.5 million in 2006, to over 3.7 million in 2022. From 2006 to 2008 the percentage of overqualified
male and female workers was similar, however since 2009 the gap between women and men has

widened.
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FIGURE 2.1: Workers with qualifications exceeding the requirements for their occupation
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2.2 Skills-related underemployment by age group

Figure 2.2 shows that the younger the worker, the more likely they are to be overqualified in their
current jobs. The age group between 18 to 24 years old has a particularly higher proportion of workers
holding a qualification above the one required at their jobs.
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FIGURE 2.2: Younger workers are more likely to be overqualified in their jobs
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2.3 Skills-related underemployment by ethnic group

Figure 2.3 shows workers from ethnic-minority groups are more likely to find themselves in jobs for
which they are overqualified than are white workers. Furthermore, after the great recession
underemployment grew among ethnic-minority groups: the percentage overqualified increased and
then remained steady at a higher level. Underemployment among white workers rose steadily from
2010.
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FIGURE 2.3: Ethnic-minority groups are more likely to find themselves in jobs for which they are
overqualified
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2.4  Skills-related underemployment by qualification level

Workers with a degree or equivalent level of education are substantially more likely to be overqualified
for their current job than are other workers (Figure 2.4). Their underemployment grew after the great
recession, and it has not returned to pre-2008 levels. The percentage of overqualified workers among
those with a “Higher education” and “GCE, A-level or equivalent” did not change in the period under
study.
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FIGURE 2.4: Workers with a university degree are more likely to be overqualified for their jobs
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Figure 2.5 shows that the female-dominated ‘intermediate’ occupational group (covering such
occupations as secretary, personal assistant, clerical worker, office clerk, call centre agent, nursing
auxiliary or nursery nurse) have a larger proportion of overqualified employees than do other
occupations. Between 2006 and 2022, all occupations saw an increase in skills-related
underemployment. The exception here is managers/professionals among whom skills-related

2.5 Skills-related underemployment by occupational group

underemployment is negligible.
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FIGURE 2.5: Intermediate occupations have the largest proportion of overqualified employees
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2.6  Skills-related underemployment by contract type

As Figure 2.6 shows, workers in a non-permanent job are more likely to be over-qualified for their jobs
than are permanent workers. The proportion of overqualified workers increased over time for both
groups.
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FIGURE 2.6: Workers in non-permanent jobs likely to be overqualified
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In times of economic unrest, more employees might enter into jobs that require lower qualifications
than they possess, and they might accept more precarious working arrangements to avoid
unemployment. As Figure 2.7 shows, this can be observed in the increase in flexible employment
arrangements over time. The proportion of overqualified workers with zero-hours contracts increased
substantially during the cost-of-living crisis.
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FIGURE 2.7: Zero-hours workers are more likely to be overqualified
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2.7  Skills-related underemployment by region

Figure 2.8 shows that the mismatch between the skills held by workers and the requirements of their
jobs increased steadily in all regions. Scotland (including Glasgow) shows a slightly higher proportion of
overqualified workers in most periods between 2006 and 2022 while the East Midlands (including
Nottingham) currently has one of the lowest levels of skills-related underemployment in the UK, but
the regional gap is narrow.
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FIGURE 2.8: The mismatch between skills and job requirements has increased steadily in all regions
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2.8  Skills-related underemployment by industry

Hospitality (accommodation and food service activities) stands out as the sector with most skills-related
underemployment and the highest growth over time (Figure 2.9). The proportion of overqualified
employees steadily increased in the six industries related to the provision of services.
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FIGURE 2.9: Skills-related underemployment is concentrated in the Retail and Hospitality sectors
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2.9 Summary: Skills-related underemployment

The skills-related underemployed are workers who possess higher levels of skills than their current job
requires. Younger workers, minority ethnic workers, precarious workers, those with degrees, and
people employed in intermediate occupations or in hospitality, alongside slightly more women than

men, were more likely to have skills greater than their jobs needs. We next discuss wage-related
underemployment.
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3 Wage-related underemployment

Wage-related underemployment occurs when workers are underpaid for the work that they are doing.
This is a complex notion. It is not typically reported in national statistics, and there is no one standard
method for its estimation. We measure wage-related underemployment as being underpaid in
comparison to other employees in the same occupation. An underpaid employee is defined as someone
earning wages at least 20% lower than the median in their occupational category (See Technical
Appendix 4: Wage-related underemployment for details).

3.1 Wage-related underemployment by sex

Female employees are more likely to be underpaid than are male. Figure 3.1 shows the underpayment
rate and totals for women and men: underpayment levels stood at just above 20% for men and just
below 30% for women in most time periods. However, almost a third (32%) of women were underpaid
in April/June 2020. The highest wage-underemployment level for men reached 24% (in April/June
2010). This rate represented a difference of up to 960,516 more underpaid female than male employees
in the UK.
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FIGURE 3.1: Female employees are the most affected by wage-related underemployment
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3.2 Wage-related underemployment by age group

Figure 3.2 shows that younger employees are by far the most affected by wage-related
underemployment. This is particularly the case for employees between 18 to 24 who experience rates
approaching and even above 50% in some periods. Yet other age groups are not fully protected against
being underpaid either: levels of a fifth or more of wage-underemployment persist among the older

workforce.
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FIGURE 3.2: Employees ages under 25 are more likely to be underpaid
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3.3 Wage-related underemployment by ethnic group

Figure 3.3 shows the rate of underpayment among employees according to their ethnic group. Overall,
the gap is not large, though the proportion of underpaid minority-ethnic employees is slightly higher
than the white majority employees for most periods. Even the small differences reduced after the
Covid-19 pandemic hit.
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FIGURE 3.3: The proportion of underpaid minority-ethnic employees is slightly higher than their
white counterparts
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3.4 Wage-related underemployment by qualification level

Employees with a degree and higher education qualifications are less affected by wage
underemployment than are those without a qualification, as Figure 3.4 shows. Levels for those
employees without a qualification during 2022, but show again an increase in its last quarter.
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FIGURE 3.4: More employees without qualification are underpaid compared to those with a degree
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3.5 Wage-related underemployment by occupational group

As Figure 3.5 show, employees in managerial and professional occupations are more likely to
experience wage-related underemployment than are other workers. Routine and semi-routine
occupations are also affected, but this dimension of underemployment standards apart from time- and
skills-related underemployment where levels were highest among this occupational group.
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FIGURE 3.5: Higher proportion of underpaid employees among management and professional
occupations
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3.6 Wage-related underemployment by region

Wage-related underemployment is high across all UK regions, especially the East Midlands, North West
and South West (Figure 3.6). Scotland shows slightly lower levels. These regional levels fluctuate greatly
over time.
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FIGURE 3.6: All regions affected by wage-related underemployment
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3.7 Wage-related underemployment by industry

As Figure 3.7 shows, wage underemployment is most pervasive in the accommodation and food service
sector where, in most years, over a third of workers are underpaid (earning at least 20% lower than the
median in their occupational category). Employees in education, retail and human health and social
work are also affected while the finance and insurance industry group stand out again with the lowest
levels of underemployment.
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FIGURE 3.7: More underpaid employees in the hospitality, human health, education, and retail
sectors
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3.8 Summary: Wage-related underemployment

The wage-related underemployed are workers who are underpaid for what they do. In this report, we
compare the wages of workers with others in their occupational grouping: we define being underpaid
as earning wages that are at least 20% lower than the median for that occupation. We show that wage-
underemployment is prevalent in the UK affecting over a fifth of working men and almost a third of
working women, with levels persistent over time. It impacts most heavily on younger workers, people
working in accommodation and food service industries, and, perhaps surprisingly, managers and
professionals.
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Conclusions and the way forward

The Underemployment Project approaches underemployment as a complex and multidimensional
phenomenon including insufficient hours of employment, limited use of skills at work and/or low
wages. This first project report examines trends in the levels of these three forms of underemployment
in the UK since 2006. We explore gender, age, ethnic, occupational, qualification, regional and industry
disparities in levels of underemployment and trends over time.

Our findings show that women, younger workers, workers with lower qualification levels and those
from ethnic minorities are most affected by underemployment. Yet our report also shows that the
different indicators of underemployment can provide quite different pictures. Although they mostly
agree on who is most affected by underemployment, they do show some different trends and levels.
The varying indicators match less on regional trends, for example, and on which occupational groups
are more affected by underemployment.

These first findings from The Underemployment Project raise fascinating questions about the most
appropriate indicators to use in order to capture underemployment as a whole. Our second report will
focus on exploring these indicators in combination. This will allow us to understand if and how the three
dimensions of underemployment accumulate and whether our indicators overlap regarding the
workers that are identified as underemployed. It will also provide a view on the nature of the
relationships between indicators, for instance, does wage-related underemployment impact time or
skills-related underemployment?

rd



Technical Appendix 1: The Data

We use the UK'’s largest study on employment circumstances, the Labour Force Survey (LFS), drawing
on analysis from the 2006 to 2022 releases (calendar quarters). We take a pseudo-longitudinal
approach, where we analyse repeated cross-sectional data (Table 1). It is important to note the
following:

e  We calculate the underemployment rate based on the employed population rather than the
total active population. Between wave 2 (April-June) of 2020 and wave 1 (January-March) of
2022, sample sizes were significantly affected by the Covid-19 pandemic, potentially affecting
results from this period.

e  Fromwave 2 (April-June) in 2011, the ethnicity variable was modified in accordance with Census
data. In this report we have recorded the variable to ensure consistency across all quarters in
the dataset.

e  The job arrangements have also been recorded to ensure consistency across all quarters in the
dataset, as this variable was modified three times during the periods included in this analysis.
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Table 1: Calendar quarters from 2006 to 2022

Population weights are used.

Year Calendar quarter Total active’ Total in employment Female workers Male workers

2006
2006
2006
2006
2007
2007
2007
2007
2008
2008
2008
2008
2009
2009
2009
2009
2010
2010
2010
2010
2011
2011
2011
2011
2012
2012
2012
2012
2013
2013
2013
2013
2014
2014
2014
2014
2015
2015
2015

Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep

29,239,473
29,371,385
29,645,623
29,521,041
29,468,688
29,566,066
29,825,269
29,768,095
29,824,469
29,906,241
30,149,630
30,118,039
30,124,386
30,072,195
30,300,832
30,158,925
30,063,433
30,166,668
30,547,846
30,349,620
30,359,216
30,431,882
30,641,523
30,546,604
30,510,778
30,638,187
30,907,698
30,897,088
30,766,144
30,802,005
31,130,078
31,023,847
31,032,653
31,086,831
31,301,924
31,164,432
31,192,860
31,230,056
31,512,676

27,681,476
27,747,666
27,970,967
27,909,681
27,813,369
27,979,389
28,213,100
28,240,403
28,211,365
28,279,465
28,341,057
28,232,827
27,954,873
27,710,078
27,874,141
27,825,554
27,594,657
27,747,817
28,069,042
27,968,186
27,926,787
27,993,024
28,045,411
27,998,299
27,920,452
28,080,603
28,313,468
28,407,761
28,225,158
28,286,905
28,560,745
28,736,842
28,835,623
29,037,236
29,283,929
29,364,359
29,367,737
29,396,377
29,703,821

12,821,692
12,835,894
12,864,870
12,857,295
12,827,710
12,873,256
12,978,851
13,017,774
13,051,041
13,075,946
13,114,297
13,098,562
13,003,123
12,936,808
13,050,591
13,051,077
12,975,532
12,991,727
13,095,008
13,034,431
13,066,321
13,063,539
13,125,080
13,088,326
13,072,756
13,109,979
13,219,581
13,303,827
13,303,600
13,297,060
13,352,486
13,476,698
13,552,486
13,619,344
13,704,475
13,805,039
13,791,954
13,823,950
13,928,264

14,859,784
14,911,772
15,106,097
15,052,386
14,985,659
15,106,133
15,234,249
15,222,629
15,160,324
15,203,519
15,226,760
15,134,265
14,951,750
14,773,270
14,823,550
14,774,477
14,619,125
14,756,090
14,974,034
14,933,755
14,860,466
14,929,485
14,920,331
14,909,973
14,847,696
14,970,624
15,093,887
15,103,934
14,921,558
14,989,845
15,208,259
15,260,144
15,283,137
15,417,892
15,579,454
15,559,320
15,575,783
15,572,427
15,775,557
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Table 1: Calendar quarters from 2006 to 2022

Population weights are used.

Year Calendar quarter Total active’ Total in employment Female workers Male workers

2015
2016
2016
2016
2016
2017
2017
2017
2017
2018
2018
2018
2018
2019
2019
2019
2019
2020
2020
2020
2020
2021
2021
2021
2021
2022
2022
2022
2022

1Active population includes employed and unemployed persons

Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/Jun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/lun
Jul/Sep
Oct/Dec
Jan/Mar
Apr/iun
Jul/Sep
Oct/Dec

31,511,648
31,497,492
31,605,376
31,837,950
31,722,959
31,709,863
31,856,173
31,960,419
31,967,249
32,028,097
31,982,603
32,236,288
32,246,195
32,222,551
32,264,503
32,388,135
32,466,408
32,455,914
32,169,627
32,381,882
32,315,481
32,188,928
32,109,049
32,286,615
32,198,053
32,104,182
32,049,968
32,198,846
32,258,620

Source: UK Labour Force Survey.

29,880,053
29,808,870
29,987,221
30,175,140
30,180,283
30,174,885
30,386,067
30,487,231
30,547,910
30,632,531
30,654,148
30,822,241
30,937,928
30,902,685
30,946,114
31,030,081
31,219,321
31,100,919
30,837,099
30,707,941
30,556,275
30,552,937
30,642,233
30,816,057
30,834,378
30,872,831
30,837,748
30,956,584
30,973,657

13,998,156
13,987,609
14,091,456
14,166,896
14,214,003
14,244,930
14,341,240
14,397,619
14,426,221
14,494,156
14,477,655
14,546,336
14,617,174
14,666,200
14,730,895
14,681,748
14,802,616
14,818,571
14,695,677
14,705,823
14,665,129
14,720,966
14,742,229
14,728,552
14,775,182
14,819,261
14,772,770
14,773,150
14,842,690

15,881,897
15,821,261
15,895,765
16,008,244
15,966,280
15,929,955
16,044,827
16,089,612
16,121,689
16,138,375
16,176,493
16,275,905
16,320,754
16,236,485
16,215,219
16,348,333
16,416,705
16,282,348
16,141,422
16,002,118
15,891,146
15,831,971
15,900,004
16,087,505
16,059,196
16,053,570
16,064,978
16,183,434
16,130,967

Page | 53



Technical Appendix 2: Time-related underemployment

Time-related underemployment is broadly defined as a situation where people are working fewer hours
than they wish (Wang 2018; Bell and Blanchflower 2013). Time-related underemployment is often
measured in terms of the number of people who could not find a full-time job, in other words, people
involuntarily working part-time hours. However this approach overlooks the current hours worked or
the desired additional hours and it fails to recognise that full-time workers may also want additional
hours. The International Labour Organisation (ILO 2013b) improves upon this definition by considering
as underemployed those wanting to work more hours, are available to do so, and are currently working
a number of hours below a specified threshold. The Office of National Statistics (ONS 2022a) in the UK
draws upon this approach and considers as underemployed those who:

e are looking for an additional job or replacement job with longer hours, or who wanted to work
longer hours in their current (main) job.

e were available to start working longer hours within two weeks.

e whose usual weekly hours were 40 or less for people aged under 18 years or 48 or less for people
aged 18 years and over.

The official underemployment rate is then calculated as the proportion of underemployed people
among the total active population.

We follow a similar approach to the ONS by measuring time-related underemployment using three
main indicators:

1. Part-timers who work part-time because they could not find a full-time job.
2.  Workers who would like to work longer hours in their current job.
3.  Workers seeking a replacement job with more hours.

We calculate the underemployment rate based on individuals who are employed (both employees and
self-employed) rather than considering the entire active population.
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Technical Appendix 3: Skills-related underemployment

Researchers have defined skills-related underemployment (or skills underutilisation or
overqualification) as a situation of mismatch between the skills needed for a job and the skills available
in the labour market, in which the skills an individual possesses surpasses the requirements of a job
(Rafferty 2020).Skills-related underemployment is measured by comparing the highest qualification
held by an employee with their current occupation (Green and Henseke 2016). In national surveys such
as the LFS, this can be measured through a so-called normative approach or a statistical approach (ILO
2014).

We use the normative approach because it allows us to standardise the categories of “overqualified”,
“matched” and “underqualified” through time. The normative approach is operationalised as follows:

e Employees’ highest qualification is categorised according to the first digit of the International
Standard Classification of Education (ISCED-97) and then classified into three categories. Later,
ISCED levels 1 and 2 are assigned as “Low-skilled”, levels 3 and 4 are considered “Intermediate”,
and levels 5 and 6 as “High-skilled”.

e  Occupations are classified based on the first digit of the International Standard Classification of
Occupations (ISCO-88) and categorised into three groups. In this case, occupations with 9 ISCO
code are considered “low-skilled”, occupations related to ISCO codes 4, 5, 6, 7 and 8 are assigned
to “intermediate” and occupations coded 1, 2 and 3 as “high-skilled”.

e Then, employees are considered as “overeducated” when their educational level is higher to
the occupational group of their current job.

Page | 55



Technical Appendix 4: Wage-related underemployment

A range of approaches to wage-related underemployment have been developed. Feldman (1996), for
example, suggests that wage-related underemployment can be measured by looking at those workers
who earn wages 20% or less than they did in their previous job. For new graduates/school-leavers who
have not yet been employed, he argues that we might use wages 20% or less than average of their
graduating cohort in same major occupation track. Clogg, Sullivan, and Mutchler (1986) propose instead
that low-income measures can be used as indicators of wage underemployment. They discuss two
measures: what they term ‘poverty workers’ and ‘inequitable pay’. The poverty workers measure is
calculated based on the previous year earning compared to a normative weekly wage defined as 1.25
times the poverty threshold. The ‘inequitable pay’ measure is based on a regression equation predicting
“fair pay” taking white males earning as the standard. In contract, McKee-Ryan and Harvey (2011) refer
to pay/hierarchical underemployment. This concept represents workers who are underpaid or at a
lower hierarchical status compared with their previous job (for workers made redundant) or than
similarly skilled employees.

We measure wage-related underemployment as being underpaid in comparison to other employees in
the same occupation. An underpaid employee is defined as someone earning wages at least 20% lower
than the median in their occupational category. Our measure is based on:

e only employees as the LFS does not include wage information for self-employed workers.

e only current earnings instead of past earning in previous jobs because this allows us to provide
an overall updated picture of income underemployment in the UK.

e the median instead of the average because the average is sensitive to outliers (extremely low
or high values), while the median is much less affected by them.

e the gross (before tax) hourly pay.

Table 2 summarises the baseline data we use in our analysis. We consider nine main occupational tracks
(main jobs only) and calculate an “underpaid median wage” based on the 20% and less of the median
wage per hour. Then, we estimate the number of underpaid employees and its proportion considering
all employees in the occupational track (underpaid rate). Following this procedure, we are able to
estimate the underpaid rate for each period.

Check “Table 2: Underpaid employees baseline data” online at:
https://trends.underemployment.info/technical-appendix-4-wage-related-underemployment.html
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