
Proceedings of the International Conference on Economics 2019 (ICE 2019) 102-107 

PROCEEDINGS ICE 2019 102-107 

ISBN 978-967-0582-91-7 

 

DETERMINANTS OF UNDEREMPLOYMENT IN SABAH 
 

Chin Yee Ting
*
, Beatrice Lim Fui Yee, Dayangku Aslinah Abd Rahim 

Faculty of Business, Economics and Accountancy 
Universiti Malaysia Sabah 

 

ABSTRACT 

 

From a low-income country, Malaysia had rose to a high middle-income country. Although Malaysia 

fulfill the full employment but still many underlying problems in the labor market. Investment in 

education in a country will give positive influence in productivity, gross domestic product (GDP) and 
economic growth. In recent years, the number of individuals graduating from higher education 

institutions has increased and this phenomenon has increased rapidly over the world. However, there is 

still having limitation in the flexibility of the labor market in providing suitable jobs and adequate job 
to individuals. The risk of underemployment is increasing. Sometimes a highly qualified individual 

often accepts a job offer that requires lower qualification resulting in underemployment to avoid 

unemployment or to acquire work experience. The objective of this research is to investigate the 
determinants that affect underemployment in Sabah, given the government’s continuous effort and 

policies to encourage a greater utilization of labor force according to their skill, abilities and 

educational backgrounds. This study will be carried out in Sabah, focusing on the three cities, namely 

Kota Kinabalu, Sandakan and Tawau. A field survey will be conducted to collect primary data. 
Logistics regression analysis will be employed in testing for the relationship between the independent 

variables and dependent variable. 

 
Keywords: Underemployment, education level, high-skill job, job mismatch, logistic regression, 

Sabah.  

 

1. Introduction 

 

Malaysia is one of the best economic growths in Asia over the last forty years. Malaysia managed to 

achieve a stable GDP growth and successfully transform from an agriculture-based economy to 
modern service-based economy recent years. From a low-income country, Malaysia had rose to a high 

middle-income country and remains so today (Economic Planning Unit, 2015). An efficient and 

effective labour market can attract investments and provide job oppportunities to the labours. Even 
though Malaysia still fulfill the full employment but the there are still many underlying problems in 

the labour market that are not seizure by unemployment rate. 

 

Investment in education in a country will give positive influence in productivity, gross 
domestic product (GDP) and economic growth. Recent years, the number of individuals graduating 

from higher education institutions has increased and this phenomenon has increased rapidly over the 

world (Scurry & Blenkinskopp, 2011). However, there is still having limitation in the flexibility on 
the labour market in providing the suitable job level and amount of job opportunity to the people. 

High level of labour underutilization is a burden as it charges costs on individuals and the economy in 

loss of output and loss of income. 
 

At this stage, Malaysia still achieves full employment, but it does not denote that the problem 

of unemployment and underemployment are vanishing. Malaysian employers are struggling to source 

talent, one in four graduates have remained jobless six months after graduation (Malaysiakini, 2018). 
Tertiary institutions are not producing the workforce that is needed by the labour market. Young 
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graduates forced to accept a job that is not matched with own qualification. There is a mismatch 

between the supply and demand of the workforce (Malaysiakini, 2018). The government failed to 
create suitable job opportunities for the young graduates. At this moment, underemployment is a 

worrying question and there is a concern whether the industries fully utilize the labour force’s 

capacity for both time and skill. 

 
The paper providing a conceptualization of underemployment. Remains of this paper is 

organized as follows. Section 2 provides the empirical literature review and section 3 continues with 

the method. Section 4 shows the result and last section is the conclusion.  
 

2. Literature Review 

 
2.1 Introduction 

 

Underemployment is a situation where a worker is employed but not in the desired capacity such as in 

term of compensation, hours, skill level and experience. Underemployment is a complex concept 
arising from different perspectives. Ross (1985), Bosworth and Westaway (1987), Bregger and 

Haugen (1995), Mitchell and Carlson (2001) and Denniss (2003) mention that it is widely 

acknowledged that the unemployment rate is underestimated the term when labour is “underutilised”. 
As a general, underemployment can be defined as the situation when the individual’s career does not 

use all their skills, education or availability to work. 

 
2.2 Human Capital Theory 

 

Human Capital Theory of Becker (1962) found that education, skills and human capital characteristics 

may explain certain labour market outcomes, which includes underemployment. Human capital 
embodies knowledge, skills, health, and values that contribute to making people productive. People 

adjust their labour supply and the amount of effort apply at work to buffer wealth, health and income. 

Career choices and human capital investment in education have a significant impact on lifetime 
earnings. Most of the theoretical of Becker’s view draws on schooling and training makes people 

more productive. The idea in the literature is to acquire skills that will increase their future 

productivity and salary. People with higher ability experience a higher return to education and 

therefore have a stronger incentive to invest in human capital.  
 

2.3 Determinants 

 
Determinants of underemployment will be discussing and to more understanding the previous studies. 

Many studies have proven that an individual’s education, age, experience, gender, and marital status 

are significant indicators to the extent of underemployment (Leppel & Clain, 1988; Altonji & Paxson, 
1988; Koeber & Wright, 2001; Micheal et al., 2009). 

 

Niyimbanira (2016) found that female is more likely to be underemployed comparing to 

males and it also indicates that older people are more likely to be underemployed compared to 
younger people. Females with independent children aged less than 15 have a higher probability of 

underemployment due to the parenting responsibilities for younger children (Wilkins, 2003). Medina 

(2015) states that female graduates have a high probability of job mismatch than male graduates. 
Daiga and Helen (2017) also found that the probability of underemployment is growing at a faster rate 

among women rather than men for the UK labour market. 

 
According to Wilkins (2006), education beyond high school is associated with reduced 

probabilities of underemployment for males. Pratomo (2015) identified that education factor where 

workers with higher education, such as university and senior high school tend to be underemployed. 

Women, minorities, the young, the old and those with low level educational attainment are 
impressionable to underemployment (Jensen and Slack, 2003). 
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Bucheal and Battu (2003) state that married women faced a high risk of being overeducated 

especially for those living in rural areas. Focusing on Ghana, Sackey, and Osei (2006), found that in 
the rural areas underemployment rates are higher. Findeis et. al (2009) found that rural 

underemployment rates also rise as the share of the populace with some schooling beyond bachelor’s 

degree rises. However, Kurre (2000) states that the cost of living is lower in rural areas, they can 

generate enough incomes to not regard themselves as underemployed. 
 

Wooden (1993) and Wilkins (2003) found that a single person is more likely to be 

underemployed. Married workers are less likely to be underemployed than non-married workers 
(Micheal, Cristina, and Samuel, 2009). Niyimbanira (2016) found that the probability of being 

underemployed for those individuals who are married, separated and divorced is less than for those 

who are single. 
 

Although underemployment rates varied across age, education, race and ethnicity but there is 

a tendency in other vulnerable determinants.  

 

3. Methodology 

 

Data source will be focus more on primary data. The database used in this study will be collected 
using a field survey. This study will be carried out in Sabah, focusing on the three cities, namely Kota 

Kinabalu, Sandakan and Tawau. A questionnaire will be designed for data collection and distributed 

through online and face-to-face method. It will be developed to respondents of about 220 employed 
people. Data collected will be analyzed using Stata SE 14 software and a logistic regression will be 

employed for data analysis. 

 

 Respondents will be asked questions about demographic information (age, gender, ethnicity, 
marital status and residency status), education attainment, willingness to work full time or more, 

occupation sectors, industry sectors, English proficiency and job satisfaction. The survey instrument 

will be presented to the respondents and underemployment is based on the respondent’s opinion. 
Respondents will be asked for their notion on whether they are underemployed as well as for the 

reasons they identify that status. Thus, underemployment is self-reported.  

 

Our estimable model showed as below: 
 

                                                                
 

where Y is the dependent variable (outcome),    is Age,    is Gender,    is Ethnicity,    is Marital 

status,    is Residency status,    is Education attainment,    is English proficiency,    is 

Willingness to work full-time or more,    is Occupation sectors,     is Industry sectors,     is Job 

satisfaction and ε is the estimated error. 
 

4. Expected Result 

 
4.1 Share of Employment by Skill Levels 

 

Figure 1 shows the employment share of different categories of jobs in Malaysia from 2001 to 2015. 
It shows the percentage of total employment by skill levels for low-skill, mid-skill, and high-skill. 

Low-skill, mid-skill and high-skill was 10.6%, 65% and 24.3% respectively in 2001 while 13.8%, 

60.7% and 25.5% respectively in 2015. It shows that the Malaysia economy creates low-skill jobs at a 

faster rate than high-skill jobs and the market facing a decease rate of mid-skill jobs. 
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Figure 1: Share of Employment by Skill Levels 

Source: Department of Statistics Malaysia 

  

4.2 The Number of High-Skill Jobs with respect to the Number of People in the Workforce with 
 Tertiary Education 

 

The rate of growth in high-skill jobs is not keeping up with the rate of increase of the increasingly 
tertiary-educated workforce. Figure 2 shows the total number of high-skill jobs created from 2001 to 

2015 and the numbers in the workforce with tertiary education. It shows that after 2012, the number 

of people in the workforce with tertiary education is higher than the number of high-skill jobs. This 
phenomenon shows that underemployment is happening as the young worker could not get jobs that 

match their qualifications and aspirations. 

 

 
Figure 2: The Number of High-Skill Jobs with respect to the Number of People in the Workforce with 

Tertiary Education (2000-2015) 

Source: Department of Statistics Malaysia 
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4.3  Total Labour Force Working Less Than 30 Hours by Gender 
 

Figure 3 shows the total labour force who work less than 30 hours of Malaysia from 2009 to 2018. In 

2013, Malaysia hits the highest amount of underemployment at 645.8 million in the workforce. Male 

possesses 299.7 million while female possesses 346.1 million in the same year. The number of the 
total labour force that works less than 30 hours increased sharply until the year 2013. After the year 

2011, the number of female workforces who work less than 30 hours is higher than the number of 

male workforces. This phenomenon shows that female workforces are suffering more on 
underemployment than male workforces. Although the number of underemployment declines from 

the year 2015 to 2017, in the year 2018 it started to rise again. 

 

 
Figure 3: Total Labour Force Working Less Than 30 Hours 

Source: Department of Statistics Malaysia 

 

4.4 Summary 
 

The number of low-skill jobs creates faster than high-skill jobs while mid-skill jobs are decreasing. 

Due to the increase of workforce with tertiary education, the growth of high-skill jobs is not enough 

for the workforce. Based on the figure, we expected the determinants not only an individual’s gender  
but also includes others determinants such as age, ethnicity, education, marital status, residency status, 

English proficiency, willingness to work full-time, occupation sectors, industry sectors, and job 

satisfaction indicators to the extent of underemployment. 
 

5. Conclusion 

 
Underemployment is not a new issue and it was normal to be underemployed and unemployed. This 

was a normal phenomenon faces by developing nations. It can be in the transition process between a 

learning environment and the realities of the employment market. This study intends to investigate the 

factors affecting analyse and given government continuous effort and policies to encourage greater 
utilization according to skills, abilities and educational background in the labour force.  
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