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This paper presents the incidence, causes, and consequences of youth underemployment 
in Canada. Underemployment includes unemployment, involuntary part-time employment, 
over-qualification, involuntary temporary employment, and low-wage employment. In all 
forms of underemployment examined, underemployment rates were significantly higher for 
persons aged 15-24 than for persons aged 25-54 during the 1997 to 2011 period. Although 
underemployment declines over time, there is strong evidence that underemployment 
leaves workers with permanent “scars,” including psychological distress, poor physical 
health, lower future wages, and slower career progress. Policymakers would benefit from 
further research and analysis that improves our understanding of the direction of causality 
of different types of underemployment and their adverse psychological and social effects. 

Introduction
Structural changes in the labour market over the past few decades have significantly altered 
the employee-employer relationship. Industrial restructuring, workplace reengineering, 
downsizing, and flexibility have transformed the nature of workers’ rights, obligations, 
expectations, and values. These structural changes have given rise to an increasingly 
diverse set of employment relationships and a labour market that is generally more 
deregulated, decentralized, tenuous, and transitory than it was in the decades following 
the Second World War (Davidman, Lowe, and Schellenberg 1999). Fewer social benefits, 
job insecurity, low job tenure, and low earnings characterize many new forms of work, 
and have led researchers to question the concept of “unemployment” as an accurate 
measure of labour market tightness, community resilience, and individual wellbeing 
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(Wilkins and Wooden 2011; Prause and Dooley 2011). No longer is the distinction between 
employment and unemployment so black and white; rather, new research has focused on 
the adequacy of employment. Here, the quality of employment is measured on a continuum, 
with unemployment and full-time, permanent, well-paying employment marking each end 
(Harvey and McKee-Ryan 2011). Between each end lies underemployment—employment 
that is less than adequate. Underemployment has become an area of great concern among 
economists, community psychologists, sociologists, and management scholars; each bears 
a distinct perspective of underemployment’s causes, consequences, and policy implications. 

Underemployment varies by gender, ethnicity, age, industry, and occupation (Claes 
and Ruiz-Quintanilla 1996; Jefferson and Preston 2010). While a great deal of 
underemployment literature in Canada has focused on immigrant performance, youth 
underemployment has received little research and attention in academic and policy 
spheres. Although underemployment is less prevalent in older age groups, it is possible 
that early underemployment can leave “scars” on those who experience it. The “scarring 
effect” refers to permanent increases in levels of psychological distress, decreases in future 
wages, slower career progress, and decreases in physical health that are a result of past 
underemployment (Frenette 2004; Prause and Dooley 2011). Youth may be particularly 
prone to scarring due to their “developmental stage.” Youth are less experienced in the job 
search process, less financially secure, and more prone to psychological distress. Given 
the considerably higher incidence of underemployment among youth, and the potential 
persistence of underemployment’s adverse effects beyond time spent underemployed, 
youth underemployment warrants discussion in the Canadian context.

The purpose of this paper is to begin a serious debate over the prevalence and 
consequences of youth underemployment in Canada. Part one of the paper defines 
underemployment, taking a comprehensive view that incorporates research and analysis 
from academic fields of community psychology, labour sociology, and labour economics. 
Youth underemployment is measured over the period of 1997 to 2011 in order to capture 
the current incidence and longer-term trends of underemployment, as well as any effects 
of the business cycle. Part two discusses the consequences of youth underemployment, 
including higher levels of psychological distress, increased substance abuse, lower future 
real wages, and slower career progress; and the persistence of these effects over time 
(Prause and Dooley 2004). I conclude with a discussion of the direction of causality between 
the incidence of underemployment and its negative consequences. The theory of social 
selection and the theory of social causation are presented and measured empirically against 
the consequences of underemployment mentioned above. Additionally, the opportunity for 
development of a comprehensive underemployment index is discussed with respect to the 
frequency and quality of available data. 
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Definitions and Data
Underemployment is a phenomenon that interests actors from a range of social 
sciences, including economics, sociology, and psychology; however, most studies on 
underemployment are discipline-specific (Harvey and McKee-Ryan 2011). Economists study 
the underutilization of labour supply and human capital that result from underemployment, 
including unused skills, education, and time, all of which indicate an inefficient labour market 
(Wilkins and Wooden 2011). Sociologists study the institutional and environmental contexts 
that influence workplace interaction, most notably the rise of “non-standard employment,” 
and measure the effect of changes in labour market structure on social interaction and 
socialization (Claes and Ruiz-Quintanilla 1996). Community and industrial psychologists 
observe the impact of changing labour market structures on the behaviour of firms and 
individuals (Prause and Dooley 2011).

Researchers have attempted to integrate the various discipline-specific conceptions 
of underemployment and its causes and consequences into a comprehensive model of 
underemployment (Dooley and Grzywacz 2003). Two of the first to do so were Clifford 
Clogg, Mutchler, and Sullivan in the late 1970s and early 1980s. They argued that the 
unemployment rate is insufficient as a social indicator in the modern workforce and in 
turn developed a new set of social indicators that measure the adequacy of employment, 
called the Labor Utilization Framework (LUF) (Clogg, Mutchler, and Sullivan 1986). The 
LUF defines underemployment as sub-unemployment, unemployment, and economically 
inadequate employment. Actual measurements of these employment concepts vary for 
practical reasons such as the availability of data, but generally include involuntary part-
time work, discouraged searchers, poverty wage employment, and temporary employment 
(Clogg et al.1986). Daniel Feldman explored the concept of adequate employment 
further, theorizing the causes and consequences of underemployment, in “The Nature, 
Antecedents, and Consequences of Underemployment.” Feldman developed a framework 
similar to the LUF that measures underemployment in terms of education, work duties, 
field of employment, wages, and job permanence (Feldman 1996). Characteristics of 
underemployment include over-education, low pay, low hours, skill/knowledge mismatch, 
and skill underutilization. Further research has led to the inclusion of other characteristics 
of underemployment, including work-status congruence, perceived over-qualification, and 
relative deprivation (Harvey and McKee-Ryan 2011). 

For the purpose of measuring youth underemployment in Canada, I define “youth” as 
persons aged 15-24, and adults as persons aged 25-54. Persons 55 and older were 
excluded as they face distinct challenges to adequate employment that differentiate them 
from the adult population (Tasci 2005). I draw on concepts from Feldman and Clogg to 
measure the underutilization of time, education, and skills. Labour Force Surveys (LFS) 
allow for the measurement of the incidence of involuntary part-time work, unemployment, 
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discouraged searchers, and persons waiting for recall or reply through the Supplementary 
Unemployment Rate. Temporary employment is also measured (separately) by the LFS. I 
draw on Statistics Canada’s Perspectives on Labour and Income reports to measure the 
proportion of working poor, defined here as persons working in minimum wage employment. 
Finally, I present data and analysis of the incidence of over-education in Canada from Marc 
Frenette, who measured perceived over-qualification using data from National Graduates 
Surveys. The Survey asks graduates: “When were you selected for that job?” and “What 
level of education was needed to get the job?” Due to potential overlap of persons counted 
in more than one of the indicators above and differing sample populations, indicators are left 
disaggregated. Below is a visual representation of underemployment indicators:

Figure 1: Underemploytment Indicators

Youth Underemployment in Canada
Supplementary Unemployment Rates

Fifteen-year supplementary unemployment rate (SUR) trends for youth and adults suggest 
that unemployment rates and SURs are affected by the same cyclical factors. In 2011, the 
youth unemployment rate was 14.2% and the youth SUR was 19.7%. Comparatively, the 
adult unemployment rate was 6.2%, and the SUR was 8.8%. An examination of business 
peak years of 2000 and 2007 suggests that supplementary unemployment declined 
modestly in recent years; however, the most recent recession was considerably harder on 
youth. From 2007 to 2009, the youth SUR rose from 15.4% to 20.3%, an increase of 4.9 
percentage points. The adult SUR also increased from 7.2% to 9.8%, an increase of 2.6 
percentage points. Finally, there is evidence to suggest that the youth SUR recovers at a 
slower rate than the adult SUR: From years 2009 to 2011, the youth SUR declined from a 
peak of 20.3% to 19.7%, with the adult SUR declining from 9.8% to 8.8%, a rate three times 
faster than the rate of change for the youth SUR.
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Youth Underemployment in Canada
Supplementary Unemployment Rates

Fifteen-year supplementary unemployment rate (SUR) trends for youth and adults suggest 
that unemployment rates and SURs are affected by the same cyclical factors. In 2011, the 
youth unemployment rate was 14.2% and the youth SUR was 19.7%. Comparatively, the 
adult unemployment rate was 6.2%, and the SUR was 8.8%. An examination of business 
peak years of 2000 and 2007 suggests that supplementary unemployment declined 
modestly in recent years; however, the most recent recession was considerably harder on 
youth. From 2007 to 2009, the youth SUR rose from 15.4% to 20.3%, an increase of 4.9 
percentage points. The adult SUR also increased from 7.2% to 9.8%, an increase of 2.6 
percentage points. Finally, there is evidence to suggest that the youth SUR recovers at a 
slower rate than the adult SUR: From years 2009 to 2011, the youth SUR declined from a 
peak of 20.3% to 19.7%, with the adult SUR declining from 9.8% to 8.8%, a rate three times 
faster than the rate of change for the youth SUR.

Figure 2: Unemployment and Supplementary Unemployment
Rates by Age Groups in Canada

Source: CANSIM Table: 282-0086

Temporary Workers

Data on temporary workers in the Canadian labour force show that the proportion of 
temporary workers roughly follows the same trend as the unemployment rate and SUR 
with a one or two year lag. The proportion of temporary youth workers hit a local minimum 
in 2008 at 27.2% but has since risen steadily to a current rate of 30.5%, a change of 3.3 
percentage points. Growth in the number of adult temporary workers was slower: it rose 
from 8.8% to 10.1%, a change of 1.3 percentage points. Unfortunately, the Labour Force 
Survey does not collect data on voluntary or involuntary temporary employment (Statistics 
Canada 2012). As such, temporary employment figures probably overstate the difference 
in involuntary temporary employment, as a proportion of youth temporary workers are likely 
entering temporary work voluntarily due to education and training. 
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Table 1: Temporary Workers as a Proportion of the Labour Force by Age Group
Youth Adult Youth 

(Goods 
Only)

Adult 
(Goods 

Only)

Youth 
(Services 

Only)

Adult 
(Services 

Only)
1997 25.1 8.6 26.5 24.7 8.3 8.6

2008 27.2 8.8 24.8 27.7 8.0 9.0

2011 30.5 10.1 29.7 30.6 9.7 10.3

% Change 
(08-11)

12.2 15.6 19.6 10.7 20.7 14.0

% Point 
Change 
(08-11)

3.3% 1.3% 4.9% 2.9% 1.7% 1.3%

Source: CANSIM Table: 282-0080

Minimum Wage Workers

The number of minimum wage workers increased significantly during the past decade. In 
2009, persons younger than 25 years of age filled 60% of minimum wage jobs. Minimum 
wage employment is most prevalent for workers aged 15-19; however the vast majority of 
workers in this age group (85%) are still attending an educational institution. The incidence 
of minimum wage declines to 10.3% for workers aged 20-24, an age group where 44% 
are still attending an educational institution. The incidence of minimum wage employment 
is much lower for workers aged 25-54 than for workers under 25. In 2009, only 2.6% of 
workers aged 25-54 were employed at minimum wage (Statistics Canada 2010).

Table 2: Proportion of Labour Force Occupying Minimum-Wage Jobs
Incidence of Minimum Wage (%)

2003 2009
Age 15-24 15.0 20.7

     Age 15-19 30.1 37.8

     Age 20-24 5.9 10.3

Age 25-54 1.7 2.6
Source: Perspectives on Labour and Income: March 2004, March 2010

There are several issues with the use of minimum wage to define the “working poor.” 
First, the increases in workers employed for minimum wage listed above do not account 
for changes in real minimum wages. The aggregate (un-weighted) averages of nominal 
provincial minimum wages for 2003 and 2009 were $6.60 and $8.78, respectively. Adjusting 
for inflation leaves average minimum wage levels at $6.42 and $7.67. Thus, in real terms 
the average minimum wage rose roughly 20% during this period. As such, using minimum 
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wage as a proxy for the “working poor” may distort comparisons. Average household 
income may serve as a better descriptor of purchasing power; however, the unit of analysis 
of underemployment is the individual. 

Over-qualification

It is argued that over-education has been on the rise for decades (Levin and Tsang 1985). 
The incidence of over-education is particularly noteworthy in new college and university 
graduates and immigrants (Fang and Wald 2008; Frenette 2004). Frenette was the first to 
measure the incidence and persistence of academic over-qualification in Canada, using 
data from the National Graduates Surveys for students graduating from college, bachelor, 
master, and PhD programs in cohort years 1982, 1986, and 1990. The study asks graduates 
to comment on their employment two years and five years after graduation. Contrary to 
popular belief during this time period, the incidence of perceived over-qualification dropped 
from 35% in 1987 (the 1982 graduate cohort) to 30% in 1995 (the 1990 graduate cohort). 
Over-qualification varied by discipline, with arts and humanities, social sciences, technology, 
and correctional services graduates having relatively higher rates of over-qualification than 
the average. Frenette also found that persons over-qualified two years after graduation 
have a 75% chance of remaining over-qualified after five years, which suggests the 
effects of over-qualification may persist over time. Other Canadian studies found that the 
persistence of over-qualification declines steadily after age 30. Using longitudinal data from 
the Survey of Labour and Income Dynamics from 1993 to 2001, researchers Li, Gervais, 
and Duval found that the incidence of continual over-qualification declines from 48% for 
persons under 30, to 25% for persons 30-39, to 20% for persons aged 40-49, and to 18% 
for persons 50 and over (2006, 7). They also found that the longer a worker remains over-
qualified, the higher the chance that they continue to be over-qualified in the future. This 
supports Frenette’s data on the persistence of over-qualification for those who begin their 
employment careers over-qualified.

Summary

All indicators examined suggest that underemployment is considerably higher for youth than 
for the adult working population. Youth are at higher risk of labour-underutilization, temporary 
work, and minimum-wage employment. Long-term unemployment and supplementary 
unemployment trends suggest youth are more susceptible to adverse economic climates, 
as evidenced by higher volatility in youth data. During the period examined, temporary 
employment increased steadily among youth and adults. The incidence of minimum wage 
also increased; however, after adjusting for inflation the real average minimum wage in 
Canada increased 20% from 2003 to 2009. While a great deal of underemployment is 
temporary, as evidenced by the disparity in underemployment between youth and adult 
workers, over-education seems to have a lasting effect on graduate employment outcomes. 
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Consequences of Underemployment and their Persistence
High youth underemployment rates may not be as serious a policy concern if the 
consequences of youth underemployment are only temporary. Conversely, if the adverse 
effects of underemployment are persistent, a stronger policy response from government 
may be justified. Unfortunately, there is a great deal of evidence that suggests the adverse 
effects of underemployment are more severe and more persistent for youth than for 
adults (Dooley and Prause 2011). Adverse effects of underemployment include labour 
market outcome effects, such as higher turnover, wage penalties, and higher incidence 
of future unemployment and underemployment; and personal health outcome effects, 
including low self-esteem, anxiety, depression, substance abuse, poor physical health, and 
criminal behavior (Harvey and McKee-Ryan 2011). Below is a discussion of the persistent 
consequences of youth underemployment. 
 
Wage Penalties

Underemployment has both present and future wage penalties. Two common wage 
measures are used in the literature: (1) the wage penalty of reemployment after a spell of 
unemployment; and (2) the wage penalty of over-education. Although little research has 
been conducted to measure the wage penalty for youth unemployment in particular, other 
research suggests that the first spell of unemployment has the largest impact on future 
wages. A study of the “scarring” effect of unemployment in the UK found that men who 
become involuntarily unemployed earn 20% less in reemployment (Gregg et al. 2001). 
Subsequent spells of unemployment also carried a wage penalty, but at a considerably 
lower rate (10%). Similarly, a separate UK study of unemployment found the average wage 
penalty of reemployment to be between 18 and 35% (Hejzen et al. 2010). 

Over-education also bears a large and persistent wage penalty. A study using panel data 
from Sweden from 1974 to 2000 found that over-educated workers are penalized by a lower 
rate of return to their education than workers in jobs that match their skill levels (Korpi and 
Tahlin 2009). This analysis is supported by recent evidence from Canada. Frenette (2004) 
estimates that the average rate of return of a year of education and training in Canada is 
12%; however, the rate of return for a year of over-qualification is 2.6%. 

Career Outcomes

Evidence suggests that youth unemployment increases the probability of experiencing 
unemployment in adulthood after controlling for educational attainment and the local 
unemployment rate (Gregg 2001). An analysis of the National Child Development Survey in 
the UK found that the consequences of youth unemployment are worse for males than for 
females: “There [is] a positive association between the cumulative months of unemployment 
between ages 16 and 23 years and the percentage of time spent unemployed 5-10 years 
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later (at age 28-33 years old) for males but not for females” (Dooley and Prause 2011, 71). 
Over-education also has adverse effects on career outcomes. Although still a positive return 
to an individual’s education investment (2.6%), over-education is associated with slower 
career progress and fewer opportunities for professional skill development relative to others 
with similar levels of educational attainment who are adequately employed. In addition, 
unemployment and over-education have also been associated with “careerist” attitudes and 
“cynical and career-enhancing behaviours,” including manipulation and image management 
(Harvey and McKee-Ryan 2011).

Others have found positive effects of youth underemployment. Researchers Thomas Mroz 
and Timothy Savage found that there is empirical evidence of a “catch-up” effect among 
youth, where unemployment increases the probability of re-training. For persons aged 22, 
a spell of unemployment increased the incidence of pursuing training or re-training by 10-
20%. The increase in the incidence of retraining lowers over time and is nonexistent for 
persons aged 30 (2006). 

Psychological Distress and Physical Health

Unemployment, labour underutilization, poverty wages, and over-qualification are associated 
with adverse psychological health outcomes. A study of Swedish youth found that those who 
experienced unemployment for six months or more from the age of 16-21 had higher levels 
of anxiety and depression at age 30 than persons that experienced less than six months 
of unemployment during their youth (Dooley and Prause 2011). Others studies support this 
conclusion. A US study by Krysia Mossakowski used National Longitudinal Youth Survey 
(NLYS) data to examine the relationship between unemployment and depression, following 
individuals for fifteen years from ages 14-22 to 29-37. Mossakowski (2009) found a 
statistically significant positive relationship between the number of years of unemployment 
and the future incidence and persistence of depression. 

Labour underutilization, over-education, and poverty wages also have negative mental health 
effects, including higher incidences of depression, personal frustration, job dissatisfaction, 
and overall stress (Johnson and Johnson 1996). A US study of the psychological wellbeing 
of underemployed persons found that different types of underemployment have different 
psychological effects (Friedland and Price 2003). The study found that low-income workers 
were more likely to have poor health and experience depression; hours-underemployed 
workers (similar to involuntary part-time workers) were more likely to have poor self-esteem; 
and over-educated workers were more likely to develop chronic and mental illnesses and 
have lower self-esteem.
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Substance Abuse 

Underemployment is associated with higher probabilities of future smoking and alcohol 
abuse. A separate study by Mossakowski measured the relationship between unemployment 
and future heavy drinking, defined as drinking more than five drinks at once within the 
past month. Using the same data set from the NLYS, Mossakowski found that poverty 
and unemployment are strong predictors of future alcohol abuse after controlling for 
previous drinking habits (2008). Further, Mossakowski’s regression analysis suggests that 
the incidence and frequency of heavy drinking increases with the duration of poverty and 
involuntary unemployment.

There is some evidence to suggest that alcohol abuse persists even after a positive change 
in employment status. Dooley and Prause, using data from the 1984 and 1989 NLYS, found 
that improved employment status (moving to adequate employment) reduced alcohol abuse 
after controlling for prior drinking habits (1997). However the study also notes that a change 
in employment status from unemployed to underemployed has no beneficial effects, as the 
risk of binge drinking and alcohol abuse for persons underemployed is similar for persons 
unemployed.

Summary

Although adverse effects are also persistent among all age groups for many of the studies 
examined above, the incidence and severity of underemployment is higher for youth 
than for adults in general. Youth have less experience dealing with economic hardship 
and psychological stress, which makes them more vulnerable to the adverse effects of 
underemployment (Dooley and Prause 2011). Research suggests that the adverse 
effects of underemployment are persistent. As seen in the data above, different types of 
underemployment pose different challenges and different consequences for today’s youth. 
Low-wage employment is generally associated with higher levels of material deprivation 
and lower levels of physical health (Friedland and Price 2003). Unemployment and 
underemployment pose significant long-term mental health risks, including depression and 
anxiety, and are also associated with subsequent alcohol abuse, lower future wages, and 
higher risks of future unemployment and underemployment (Gregg et al. 2001; Mossakowski 
2008). Lastly, over-education carries persistent wage penalties relative to others with similar 
educational attainment, slows career progress, and leads to lower levels of self-esteem and 
mental health (Frenette 2004; Korpi and Tahlin 2009; Harvey and McKee-Ryan 2011).

Discussion
Direction of Causality: Social Selection and Social Causation

A central debate in the underemployment literature is the direction of causality of 
underemployment. Does underemployment cause poor psychological health and substance 
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abuse? Or, is underemployment caused by poor psychological health and substance abuse? 
There are two competing hypotheses that attempt to answer these questions. The first, 
called the “drift” or “selection” hypothesis, states that poor psychological health increases 
the risk of experiencing underemployment. The second, called the “social causation” 
hypothesis, states that underemployment causes stress that leads to poor psychological 
health (Dooley and Prause 2011). The answer to this causality problem is particularly 
important to policymakers attempting to address underemployment. If the selection 
hypothesis is correct, then policymakers would want to focus on preventing “predisposition” 
factors from developing in young people, such as substance abuse and material deprivation. 
Lowering predisposition factors among youth would lower the risk and thus the incidence 
of youth underemployment. On the other hand, if the social causation hypothesis is correct, 
then policy options would focus less on predisposition factors and more on preventing 
and mitigating the occurrence of underemployment directly, through youth employment 
programs, re-training, or underemployment counseling. Unfortunately, the answer is not 
black and white, and proponents of both hypotheses have built strong bodies of evidence 
that validate their claims, albeit with some difficulty. As Prause and Dooley note, “[b]ecause 
most employment research is conducted using correlational designs, it is not possible to 
causally link underemployment and poor psychological health” (2011, 65). It is possible, 
however to control for initial levels of psychological and physical health, substance abuse, 
and other symptoms of underemployment. This allows researchers to isolate the effect of a 
bout of underemployment and measure changes in psychological and physical health that 
occur during underemployment. 

Empirically, both hypotheses seem to contribute to an understanding of the causes of youth 
underemployment. As underemployment is a broad term that encompasses many different 
employment situations, it may be the case that each hypothesis is more or less right on 
specific aspects of underemployment, or in certain environmental conditions (Friedland and 
Price 2003). For example, aptitude test scores and socioeconomic status have been found to 
increase the probability of future unemployment, supporting the social selection hypothesis 
(Dooley and Prause 2011). Meanwhile, hours of underemployment (analogous to involuntary 
part-time employment) have been shown to increase the probability of depression after 
controlling for initial symptoms; this is an indication of social causation (Friedland and 
Price 2003). Understanding the relative empirical weight of selection and social causation 
hypotheses on adverse effects of different types of underemployment is arguably a crucial 
research gap in the literature, and of particular importance for policymakers with scarce 
resources. 

Underemployment Index?

Currently, the only type of underemployment that is frequently indexed and monitored is the 
supplementary unemployment rate, measured by Statistics Canada’s Labour Force Survey 
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and America’s Current Employment Statistics Survey. These figures exclude key sources 
of underemployment, including low-wage employment, temporary employment, and over-
education. Over time, frameworks have been developed to capture underemployment more 
comprehensively by attempting to aggregate these factors into a single index (Clogg et al. 
1986; Feldman 1996). Given the data observed in this report, data availability and quality 
may be a constraint. Statistics Canada gathers data on a monthly basis on supplementary 
unemployment rates, temporary workers, and employee wages. Over-qualification data can 
be collected from the National Graduates Survey approximately every five years; however, 
the sample populations of the National Graduates Survey and the Labour Force Survey are 
different, making data aggregation and comparisons between age groups less valuable. 
A more viable alternative may be to use the Survey of Labour and Income Dynamics, 
which uses the Labour Force Survey as a sample frame and tracks individuals for up to six 
years. Although samples would not be paired, the characteristics of workers would be more 
similar than if using National Graduates Survey data, as both the Survey of Labour and 
Income Dynamics and the Labour Force Survey draw samples from the same population 
(Li, Gervais, and Duval 2006). New research and analysis may benefit from exploring the 
development of a comprehensive index that aggregates all forms of underemployment.

Conclusion
This paper measured the incidence of youth underemployment in Canada, including the 
incidence of involuntary part-time workers, discouraged searchers, temporary workers, 
working poor, and overeducated workers. Supplementary unemployment rates and the 
incidence of temporary workers, minimum-wage labour, and perceived over-qualification 
are used to measure underemployment. In all forms of underemployment examined, 
underemployment rates were significantly higher for persons aged 15-24 than for persons 
25-54 during the 1997 to 2011 period. Although underemployment declines over time, there 
is strong evidence that underemployment leaves workers with permanent “scars,” including 
psychological distress, poor physical health, lower future wages, and slower career 
progress. Policymakers would benefit from further research and analysis that attempts to 
better understand the direction of causality of different types of underemployment, as well 
as the development of a comprehensive underemployment index. This research would aid 
policymakers in the development and improvement of youth employment policy. 
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