








FEATURE:
UNDEREMPLOYMENT

IN AUSTRALIA

The latest ABS labour force release included an expanded series
of underemployment data, which allows us to look at the issue
from multiple lenses.

Underemployment is a metric that is generally driven by the part-
time workforce, with workers considered to be underemployed if
they work part time but would like to work more hours.

Underemployment and unemployment have generally tracked
together over the last four decades - rising, falling and turning at
broadly the same points in time. However, the underlying trends
and growth trajectories in the two series have taken somewhat
different paths. The underemployment ratio sat at around half
the unemployment rate in the late 1970’s - 3% against 6%. But
with underemployment growing more consistently over the
subsequent decades, the two series crossed at the start of the
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The growth in part-time work as a standard form of employment over the same timeframe has no doubt played a role in this trend, with
the expansion of the services sector, greater female labour force participation, the growth in the share of young people combining work
with study, and a greater preference for part-time work, all contributing to an overall increase in the part-time workforce - and the greater
incidence of underemployment.

The key question is whether or not underemployment is as big a problem for workers as the ratio suggests. We've seen two points in
time where the underemployment rate bounced up - the early 1990s recession and the 2008/09 global financial crisis. The labour market
responses at times like these, particularly through the latest downturn, suggested that there was enough labour market flexibility to
reduce hours or offer lower hours rather than laying people off. Of greater concern, and where we need to focus attention, is when
underemployment becomes pervasive and impacts on living standards and economic security.

Looking at the age profile of underemployment, the youngest cohorts of women and men aged 15-24 years are clearly miles ahead of
other age groups in reporting that their current working conditions provide fewer hours than they would like. This is particularly evident
for the 15-19 age group, although the vast majority of these workers are still in full-time study. The rising rate over time for this group also
reflects the increasing share of students who combine work with full-time education, a trend which has risen from around

. Underemployment for this age group is thus highly likely to be temporary in nature, which makes underemployment less
problematic.

There is also a gender story here, with women far more likely to be underemployed than men. This is particularly the case among the
prime-age workforce, a group that has seen similar growth in underemployment for both men and women since the global financial crisis.
Yet underemployment has grown more strongly among the younger and older age cohorts of workers. Older workers often face more
challenges in securing employment and working hours and are more likely to experience
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The BCEC Monthly Labour Market Update is based on estimates from the ABS monthly labour force survey. These estimates are subject to sampling variability.
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