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SUMMARY
DOES COVID 19 SHIFT LABOR MARKET EQUILIBRIUM? CASE OF
SKILL MISMATCH IN INDONESIA
This brief note investigates skill mismatch patterns before and during the pandemic.
It is found that the share of overqualified workers has slightly increased while the
share of underqualified workers has slightly decreased. One plausible explanation
of this shifting trend is that there was a downward occupational mobility, implying
that the quality of jobs in the labor market has declined and signaling a coping
strategy mechanism for the workers to stay being employed during the pandemic.

• The share of overqualiﬁed workers has increased while the share of underqualiﬁed
workers has decreased between 2019-2020
• These shi ing pa erns indicate that there was a downward occupa onal mobility
among workers given the same level of average educa on in 2019 and 2020
• The pa erns could also be viewed as the workers’ coping strategy to maintain
their employment status and not lose income during the pandemic.
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Introduc on

Deﬁni on, Data, and Methodology

The economic pressures that COVID-19 brought in 2020
have been aﬀec ng the labor market situa on. The
unemployment rate in Indonesia increased to 7.07% in
August 2020 from previously 5.23% in August 2019, which
means that there were addi onal 2.6 million unemployed
people within one year (BPS, 2020). Furthermore, the
informal sector share has also increased signiﬁcantly
from 55.88% in 2019 to 60.47% in 2020, which indicates
economic and business disrup on during the pandemic.
Many workers have become more vulnerable as informal
workers are o en not covered by any insurance or social
protec on program.1

Skill mismatch is deﬁned as when the worker’s educa on
level is not the same as the educa on level required by
the job. If the worker’s educa on level is higher than the
job requires, then the worker is classiﬁed as overqualiﬁed
(O). If the worker’s educa on level is lower than the job
requires, then the worker is underqualiﬁed (U). If they are
at the same level, then the worker is matched (M).2 The
skill mismatch category is constructed based on a crosstabula on between Interna onal Standard Classiﬁca on
of Educa on 1997 (ISCED-97) sta ng about educa on level
(UNESCO, 2006) and Interna onal Standard Classiﬁca on
of Occupa on 2008 (ISCO-08) about occupa onal
category (ILO, 2014) that is equal to Indonesia Occupa on
Classiﬁca on 2014 (KBJI 2014).3 The classiﬁca on of
match or mismatch (over- and under-qualiﬁed) of a job
is based on the skills and the knowledge that a worker
needs to have to ﬁll the posi on (occupa on). Table 1
shows the skill mismatch classiﬁca on.

This brief note aims to know whether the labor
market composi on has shi ed during the pandemic by
looking at the skill mismatch composi on in Indonesia.
We compared two data points in 2019 and 2020 to reﬂect
the labor market condi ons “before” and “during” the
pandemic. Skill mismatch is important to be analyzed
since it reﬂects the labor market equilibrium. The eﬀects
of skill mismatch vary, ranging from wage penalty (Korpi
& Tahlin, 2007; Levels, van der Velden, & Allen, 2014) to
job sa sfac on (Kim & Choi, 2018). The implica on of skill
mismatch is broad as the policymakers could have policy
op ons ranging from increasing the quality of the workers
to increasing the quality of available jobs. In the context of
COVID-19, any changing pa erns of skill mismatch could
also indicate labor market coping strategies. A worker
could cope by shi ing into a job with lower educa on
qualiﬁca ons to maintain his/her employment status (not
losing job/employment).

Na onal labor force surveys (Survei Angkatan Kerja
Nasional—Sakernas) in 2019 and 2020 (August round)
were used in this analysis. The two data points were used
to compare the business-as-usual period in 2019 and the
COVID-19 pandemic period in 2020. The analysis used
those who were currently employed by excluding workers
in the army or the police. Since the analysis used weight
to have na onally representa ve sta s cs, there were
125,934,184 workers analyzed in 2019 and 127,917,146
workers analyzed in 2020. This brief note employed a
descrip ve sta s cs analysis.

Table 1
Skill Mismatch Classiﬁca on

Source: Adapted from ILO (2014) and UNESCO (2006). Note: U = Underqualiﬁed; M = Matched; O = Overqualiﬁed.
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Findings
The share of workers whose educa on level was matched
with the educa on level required by the job has stagnated
in 43.7% in both years (see Figure 1). The shi ing of the
workers’ composi on can be observed among both
underqualiﬁed and overqualiﬁed workers. The propor on
of the overqualiﬁed workers has increased from 8.2%
in 2019 to 9% in 2020. Meanwhile, the propor on of
underqualiﬁed workers has decreased from 48.2% in
2019 to 47.3% in 2020. These pa erns could suggest the
presence of at least these two events. First, there was
a signal of oversupply of workers with higher educa on
level in the labor market during the pandemic, although
the signal is weak. This oversupply could happen if
the labor market could not absorb new employments
well (and hence, the increased unemployment rate),
par cularly the new entrants who just graduated from
school. Second, there was an indica on that the workers
with higher educa on level have ﬁlled occupa on or work
posi on that requires less educa on, meaning that there
was an indica on of downward occupa onal mobility.
Since the analysis was conducted for two points of me,
one-year apart—assuming that educa on enrolment and
educa on level of workers, in general, were constant—
occupa onal mobility during the pandemic could be the
explana on of the shi ing of skill mismatch trend.

from 7% in 2019 to 7.6% in 2020. Based on these results,
there is an indica on that male workers were more likely
to experience downward occupa onal mobility than
female workers during the pandemic. In addi on to the
unemployment rate and labor force par cipa on rate,
the labor market pa erns of female workers during the
pandemic in Indonesia need to be inves gated further the
give a clearer picture of the behavior of male and female
workers in the labor market during the crisis.
Figure 2
Skill Mismatch by Gender

Figure 1
Overall skill mismatch

Source: Author’s calcula on.

Male
workers
have
experienced
higher
overqualiﬁca on propor ons from 2019 to 2020 than
female workers (see Figure 2). The propor on of
overqualiﬁca on among male workers has increased by
one percentage point from 8.9% in 2019 to 9.9% in 2020.
Meanwhile, the prevalence of overqualiﬁca on among
female workers has increased by 0.6 percentage points
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The changing composi on of skill mismatch mostly
happened for workers with upper-secondary and ﬁrst/
second-stage of ter ary educa on level. The ﬁrst
diﬀerence of skill mismatch composi ons in 2019 and
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2020 was analysed further to know the pa erns of shi ing
of occupa ons. As Table 2 depicts, workers with upper
secondary educa on level have shi ed from occupa ons
in Group 1 into Group 2 and from Category 2 into Category
3. A similar trend also occurred among the workers with
the ﬁrst/second stage of ter ary educa on. In general, the
occupa ons strongly related to wholesale retail and trade
and agriculture sectors, such as services and sales workers
and skilled agricultural, forestry, and ﬁsheries workers,
are the types of occupa on that received new workers.
Meanwhile, occupa on in Category 1, such as managers
and professionals, were the ones that experienced a
decrease. This trend could be related to the general
economic trends where the agriculture sector was one of
the sectors that s ll had posi ve yearly economic growth
in the second and the third quarter of 2020. The pandemic
has also created a growing retail trade sector where many
people opened home businesses and had the transac on
online. This growing sector could also be related to the
increased number of workers with services and sales
workers during the pandemic, especially those with lower
secondary and upper secondary educa on level.

Conclusion
COVID-19 pandemic has created pressures on the labor
market situa on in Indonesia. This brief note inves gates
the composi on of skill mismatch in the Indonesian labor
market before and during the COVID-19 as an indica on
of shi ing in the labor market equilibrium by using the
2019 and 2020 na onal labor force surveys (Sakernas) to
reﬂect the business-as-usual period versus the COVID-19
pandemic period. This analysis found that the overqualiﬁed
workers’s share has increased between 2019-2020, while
the share of the matched workers has stagnated. There is

an indica on that the increased share of the overqualiﬁed
workers (and the decreased share of the underqualiﬁed
workers) was due to occupa onal mobility. Given that the
workers’ average educa on level is the same in 2019 and
2020, the changing mismatch classiﬁca on of a worker
could point to occupa onal mobility. Nevertheless, the
occupa onal mobility that the workers experiencing was
the downward one. It was also observed that occupa onal
mobility was concentrated among the services and sales
workers and skilled agriculture, forestry, and ﬁshery
workers. This phenomenon aligns with economic trends
in the second and third quarter of 2020.
The shi ing trend of skill mismatch during the
pandemic could indicate a coping strategy mechanism
among the workers. To maintain the employment status
during the pandemic, many workers who were previously
laid oﬀ due to the economic downturn might have
been seeking new ways to obtain a job, although the
job required lower educa on level than their educa on
level. The impact of skill mismatch varies, ranging from
wage penalty to job sa sfac on. For instance, Samudra,
Wisana, and Wongkaren (2018) found that ver cally
mismatched (skill mismatched) workers suﬀered from
wage penalty compared to their matched counterparts,
indica ng that the mismatched workers had lower labor
produc vity. Even a er controlling for training, the wage
penalty for the overqualiﬁed workers was higher than the
underqualiﬁed workers. Reﬂec ng on these results in the
pandemic context, the shi ing of skill mismatch trend
could further deteriorate labor produc vity.
To cope with the situa on, the policies that tackle
problems on the side of demand for labor could be created
by involving strategies to recover the demand and the
supply side of the economy. The demand for labor-related

Table 2
First-diﬀerence of Skill Mismatch Decomposi on in 2019-2020 (in percentage point)

Source: Author’s calcula on. Note: The ﬁrst diﬀerence was obtained by diﬀerencing the cell percentage of tabula on between occupa on and
educa on level in 2019 and 2020. Red bar indicates a decrease in the cell percentage, while yellow bar indicates an increase in the cell percentage.
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policies is vital because of twofold: to lower the future
unemployment rate and increase workers’ chance of
ge ng the occupa on suitable with their educa on level.
The economic recovery plan launched by the Government
of Indonesia could guide the economic recovery be er.
Nevertheless, the economic recovery eﬀorts should be led
ﬁrst by health recovery eﬀorts, such as enforcing tracing,
tes ng, and treatment (3T) of COVID-19 and enforcing
physical distancing, mask-wearing, handwashing with
soap, while wai ng for the comple on of the vaccina on
for the popula on.
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