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Edinburgh TUC considers that the definition of underemployment should include a 
specific term referring to agency working and a specific term on jobs with no 
guaranteed working week. Although it can be argued that these are covered by the 
existing definition we think, for the purposes of ongoing research, that it is important 
that these employees are counted. 
 
There should also be a specific reference to people whom employers may classify 
(in a legal sense) as workers rather than as employees. These are often who have 
zero hour contracts or casual worker contracts.  
 
The impact of underemployment should not be disconnected from low pay 
particularly in regards of part time working at the National Minimum Wage level for 
under 17 hours when National Insurance is not payable. Underemployment has 
important implications for the Welfare Benefits system. It is well understood these 
days that to understand the changes in the standard of living of low paid 
employees/workers we need to make a ‘cumulative impact assessment’. The 
changes in Statutory Sick Pay, one of the benefits which will only increase at 1% per 
year, will impact on low paid workers. Taking account of the change in 2010 when 
SSP was no longer linked with the Retail Price Index but with the Consumer Price 
Index, and the rate of inflation as it applies to goods and services that the low paid 
purchase, the value of SSP will fall by 25% by 2015. This will impact heavily on the 
standard of living of underemployed workers. 
 
Our experience  that underemployment is impacting on older people (over 65) who 
are seeking jobs. As a result of the recession with benefits and pensions either not 
keeping up with inflation or being cut (ie ending of final salary schemes) many older 
people are now seeking jobs to protect their standard of living. We believe that 
although older people probably prefer part time jobs a significant number are under 
employed because they are either cannot get the hours they want or there is not a 
guaranteed working week. We anticipate that the demand for work from older people 
will grow over the next few years driven by austerity and recession. 
 
Understanding Underemployment 
 
* to better understand underemployment, as suggested above, research needs to 

look in detail at agency working and zero hour contracts. To make a proper 
estimate of underemployment researchers need to examine the attitudes of 
workers as well as employees. Workers need to be asked if they would like to work 
more hours. The impact of underemployment is wider than a figure to be added to 
unemployment. It has relevance to low pay and poverty. Casual working for young 
people has significant consequences in not allowing independent living. 

 
*  the economic downturn since 2008 has greatly increased underemployment. It has 

led to a significant growth in agency working in all sectors of the economy. In our 
casework it is readily apparent in the service sector. This type of agency worker is 
strongly associated with employees and workers on the NMW or wages just above. 
In the not for profit sector, the percentage of underemployment has been driven 
upwards by cuts in funding by the Scottish Government and local authorities. 



 
* all groups of workers are affected by underemployment but young workers are 

most demoralised as it frustrates independent living which is a natural desire. 
Underemployment is a family issue. It makes life very difficult for working class 
families to cope with this recession. Traditionally, more members of a family would 
work to bring in money. Now people cannot get the hours to maintain income. 

 
* It is difficult to make a judgement on whether there are  sectors in which it is more 

prevalent. We can say that in sectors which we know well such as the not for profit 
sector it is growing quickly. Faced with cuts in funding employers want a more 
casual workforce to whom they do not have to pay for holidays, contractual sick 
pay, and pensions. 

 
* ‘invisible underemployment’ - more research is required on this but it seems clear it 

is a reality for UK graduates. It could be easily measured by surveying graduates. 
In recent training that we have done it seems that is a big issue for young ethnic 
minority workers in Edinburgh - for example some of the 15,000 Spanish workers 
and some of the 35,000 Polish workers who live in Edinburgh. There are problems 
getting Spanish or Polish qualifications recognised by employers in Scotland. 

 
* in the not for profit sector underemployment is, theoretically, easy to resolve. There 

is large unmet demand from clients both in terms of actual services and in the 
quality of the services. A major increase in funding seems logical and affordable as 
the money eventually returns to the State (through taxation) and thus saves the 
State money in payment of benefits. Keeping people out of poverty keeps down 
costs to the NHS. To say that increased public sector or voluntary sector funding is 
unaffordable does not really have  economic logic in the middle of a recession.  

 
* there should be a correlation between economic growth and a decline in 

underemployment because economic growth, as, for instance, described by 
President Obama, requires a strong role for the public sector and for social policy 
direction by the State - the Scottish Government and local authorities. The private 
sector in Scotland, if left to itself, will want a low paid, ultra flexible and disposable 
workforce. 

 
* lack of suitable jobs. Working people want to make a living. 
 
* it is clear that many employers have had difficulties during the recession and  have 

attempted to solve these difficulties by cutting hours. Many economic experts have   
said that these difficulties could have prevented or minimised by a different way of    

  dealing with austerity. The Coalition government have made things far worse than 
they need be. 

 
The Impact of Underemployment 
 
* Underemployment or reduced income impacts on working families by making them 

less well off. It make it far more difficult to bring up and clothe families, deal with ill 
health, make provision for old age and to afford decent housing. Underemployment 
has pushed more families into poverty (coupled with welfare benefit changes). 

 



* Underemployment is bad enough by itself but in the real world it is coupled with low 
(NMW) pay, lack of sick pay and pensions. Lack of job security and benefit cuts. 
The impact for a large section of Scottish society will be very bad. 

 
The role of the public sector, business and the third sector 
 
* the public sector has to invest in services that society needs. The investment 

should take the form of full time jobs where appropriate. It is doubtful whether the 
private sector can effectively respond without a significant stimulus from the public 
sector. At this point in time there are not the full time jobs for the underemployed to 
find. The economic policies of the UK Government are so reducing the spending 
power of working people that it seems we are in for a third downturn with no 
prospect of ever getting out of the recession. If public sector expenditure put money 
into the hands of working families this would be spent and would generate private 
sector jobs. 

 
* if there was to be a public sector stimulus in boosting much needed services then 

this  would generate relevant training provision. 
 
* the third sector can play an essential role in a public sector stimulus. It is our view 

that private sector performance, including the generating of jobs, can be facilitated 
by partnership work with the public sector in the areas of training  and research and 
development. 

 
The role of the Scottish Government 
 
* by funding the unmet demand for public sector and voluntary sector services and 

by considered partnership with the private sector. 
 
* by doing whatever it can with current resources and powers, including using 

taxation, to invest in the public sector. It can campaign to change the disastrous 
economic policies of the UK Government in the context that a General Election is 
not too far off. 

 

The Changing Use of Zero Hour Contracts 
 
Ten years ago a voluntary sector employer who provided care services in a 
residential home(s) might have a workforce structured in the following way. 
 
There would be a core workforce of employees who would be full time and part time. 
They would be properly vetted and trained. They would be ‘permanent’ employees. It 
might be a requirement that some of the employees are on call workers who 
provided cover at night or at weekends.  The organisation would have a list of relief 
workers who were casual employees who provided cover at short notice for 
employees who were suddenly ill or otherwise unavailable. There may be employees 
on short term contracts to cover for long term sickness absence or maternity leave. 
 
In the above context the use of agency workers was not common and the proportion 
of workers who were casual or relief workers would be small. Ten years ago the use 



of people classified as ‘workers’ rather than employees was unheard of. The use of 
zero hour contracts was unheard of in the voluntary sector. They were known, by 
trade union officials, as a type of contract that was used for seasonal employees in 
the tourist industry. These contracts did not specify a guaranteed working week. 
They tended to refer to no work for six months of the year (October-March) and full 
time work for the other six months (April - September). 
 
At this time most of the people on relief contracts in the care sector genuinely wished 
a casual contract or were prepared to accept one temporarily as a quick route into 
permanent employment with the employer. In those days it often was a quick route. 
People knew that the care sector was expanding and demand would continue to go 
up for the foreseeable future. For people who liked the type of work there seemed to 
be a potential long term career and job security in the sector. 
 
Since the financial crisis in 2008 the voluntary sector has been badly hit although it 
played no part in causing the crisis and although demand for its services are rising. 
 
Employers in the voluntary sector have sought to lower labour costs as funding has 
fallen behind inflation or because service demand is rising. Another factor in 
producing financial pressures in the voluntary sector are falling public contributions 
to charities either through street collecting, payroll deductions, or through legacies. 
Employers with significant reserves have not been immune to cuts as the value of 
the reserves and the annual income from the reserves have fallen. 
 
Labour costs have been reduced by wage freezes and wage cuts. Wage cuts are 
being carried out by downgrading of jobs.  There are many employees in the 
voluntary sector who have had their wages cut and then frozen since 2009. They can 
expect to have wages frozen until 2015 at least. The overall value of wages has 
been eroded by cuts in contractual sick pay, contractual holidays and the employer’s 
contributions to pension schemes. 
 
As the pressure to reduce costs continues (and grows) workforces are organised in a 
different way. The principle of a core permanent workforce (both full time and part 
time) has been abandoned. In some large employers the core workforce has been 
cut by 50% so that a team of eleven workers, previously core workers, will now been 
composed of 5 permanent workers and six agency/casual or zero hour contract 
workers on lower wages than the five. Zero Hour contracts may have a higher hourly 
rate but this can be illusory. The rate may incorporate a holiday pay element. Taking 
account of lack of sick pay, pension contributions and other benefits, the value of the 
contract will be lower than the employee contracts of other staff. 
 
The permanent workers will typically have more responsibilities (although their 
wages have been frozen for years) as the other workers may not have been fully 
trained and may not have the standard qualifications.  
 
In reducing costs employers, where possible, will have changed full time jobs to part 
time jobs. 
 
The current picture is of significant underemployment that is growing and will 
continue to grow while austerity continues. While employers will justify it by referring 



to business needs the situation is devastating for employees. The ‘cumulative impact 
assessment’ of austerity on working people (taking account of benefit cuts) is 
resulting in cuts to families standard of living of 20% to date and a lot more by 2015.  
 
In the above context the following points can be made about ‘zero hour contracts’. 
 
* Zero Hour Contracts are not always chosen by workers but are offered on a 

take it or leave it basis by employers. The use of ZHCs and similar contracts 
is widespread and growing across a number of industrial sectors. 

 
* ZHCs are one class of contracts but other contracts called casual or 

temporary may also have no guaranteed working week. 
 
* ZHCs are by definition not good contracts for people. Without a predictable 

income it is difficult to plan for ill health or life in general. Individuals and 
families find it difficult to plan to meet mortgage or rent payments, utility 
bills and other household expenses. 

 
* ZHCs reduce people’s standard of living but are not necessarily the 

predominant  
    factor in reducing the standard of living. Coupled with a range of austerity       
    measures the overall effect is very significant for many working families. 
 
* For some people ZHCs can be very bad as unpredictably fluctuating work 

can make it impossible to get another part time job (apart from making it 
difficult to  organise caring responsibilities). 

 
* ZHCs have a greater impact on young people because they are more 

vulnerable in the labour market because of their lack of confidence and 
experience (and in some cases lack of relevant education). In wanting to get 
started in a career or work they may accept poor contracts. 

 
7. ZHCs are not good for quality service delivery as they devalue skills and do 
not encourage commitment to a service or to quality standards. 
 
Employee v Worker 
 
It is only recently that Edinburgh TUC became aware that some employers are using 
particular forms of ZHCs to further reduce labour costs at the expense of the people 
they use to provide services. Employers are using ZHCs that appear not to be a 
contract of employment but a contract of service. Making savings by not having a 
guaranteed working week is not enough. Further savings are made at the expense of 
people’s rights. If a person you use is a worker rather than employee then you 
definitely do not pay sick pay or offer him or her a pension scheme. These people do 
not have any of the rights to a disciplinary or grievance procedure. By disciplinary 
procedure is meant the right to a dismissal process whether the dismissal is due to 
misconduct, capability, redundancy or ill health. The employer saves on redundancy 
costs. 
 



Young workers or migrant workers are susceptible to these contracts as they may 
not be aware of the legal significance in terms of rights of being classified as a 
worker rather than an employee. They will certainly not challenge such contracts at 
the point of being interviewed or being offered a job. 
 
People classified as ZHC workers may be taken out of statistics that refer to 
employees or unemployed employees. The percentage of underemployment may be 
artificially reduced. 
 
It is possible that employers may be acting unlawfully in using zero hour contracts as 
contracts of service. The fact of not having a guaranteed working is not enough (see 
a case of the Employment Appeal Tribunal - Appeal No. UKEATS/0043/05 Wilson v 
Circular Distributors Ltd - 2005) to make a person a ‘worker’. 
 
Edinburgh TUC hopes that the comments in this paper together with the two case 
studies will give the Committee a better understanding of the significance of zero 
hour contacts in the current and foreseeable labour market. The case studies have 
been anonymised. Some details have been changed but the scenarios are 
representative though, of course, they are presented from a trade union/employee 
point of view. 
 
Case Studies 
 
Use of Zero Hour or No Guaranteed Working Week Contracts 
 
* Not for Profit Sector - Care Work 
 
Alison was 22 years old and had a desire to work in caring services. She was 
unemployed. Through the Job Centre in Edinburgh she was referred to the Social 
Care Academy. After completing the course she looked for jobs in the Edinburgh 
care sector. The only job that came up was as a support worker with a contract that 
included a term of no guaranteed working week. Alison accepted this job because 
she believed that permanent jobs would come up within the organisation and she 
would have a better chance of getting one.  
 
Alison found that she got substantial work most weeks as a relief worker covering for 
people off ill or on holiday.  
 
The work was not always with the same team of workers or in the same workplace. 
She did not have a constant manager. She did not receive supervision and support. 
No manager took an interest in how she was getting on. She was not given any 
training. The teams she worked with had the responsibility of any informal, on the 
job, training that was necessary. Such training had its value but was inferior to the 
induction and training that permanent staff experienced whether full time or part time. 
There was a sense of exclusion from the teams she worked with as she was not a 
permanent member of these teams. For some teams the relationship with clients that 
were developed in residential home was important. She was not able to develop 
these relationships. 
 



A timekeeping issue arose after some months working on her zero hour contract. 
This prompted central management to write to Alison to state that she was proving to 
be an unsatisfactory worker. Her probationary period had been unsatisfactory and 
would not be renewed. She would not be offered any further work. 
 
With the help of a trade union Alison complained to management that she had not 
been treated fairly. She thought she had the rights of an employee. She thought she 
should have the right to a hearing and, if that went against her, to an appeal. She 
pointed out that she had received no induction or formal training or supervision from 
a manager. The allegation against her was for misconduct but not gross misconduct. 
Even if she was guilty of misconduct she should not have been, in effect, dismissed. 
She also said that on the basis of the relationship her employer had with its funders 
and the Social Care Academy young workers should not be treated in this way. The 
employer had undertaken to be supportive to young workers. 
 
At first the employer denied any responsibility to have a process of a hearing and 
possible appeal for ‘workers’. This was because Alison had no guaranteed working 
week and there was no legal obligation on the employer to offer her work. After 
further communications a disciplinary hearing was convened at which Alison was 
represented by a trade union official. This hearing made a finding that Alison was 
guilty of misconduct but there was no obligation to issue a warning as there was no 
obligation to offer Alison any more work. It was accepted that Alison had a right of 
appeal. 
 
The appeal was heard by the Chief Executive of the organisation. Again Alison was 
represented by a trade union official. The outcome of the appeal was that the original 
disciplinary decision was neither upheld nor not upheld. The Chief Executive, 
partially out of consideration of Alison’s age and partially to avoid possible litigation 
expenses, agreed to give Alison a ‘fresh start’ with ‘proper supervision and support’. 
That was the case resolved. 
 
It is arguable that this case would not have been resolved without trade union 
representation. This had only happened because during her time with the Social 
Care Academy Alison had attended a training event presented by trade union 
representatives.  
 
There is no evidence that the employer changed, in general, the contracts it offered 
young people. The employer is a national organization and does not recognise a 
trade union. The only jobs that it is currently advertising (as of 4/2/13) in Scotland are 
for Relief Support Workers and Senior Relief Support Workers. It is strongly implied, 
though not stated, that these are on zero hour contracts and that people are not 
‘employees’ but workers. 
 
 
Case Two - Private Sector Cleaning Work 
 
Suzanne worked as a cleaner in the Edinburgh offices of a private sector company. 
Hundreds of people work in the building. The company recognises a trade union. 
 



Over the last decade the company has a defined core workforce comprising 
permanent workers (mostly in a trade union) plus some long term agency workers. It 
has outsourced many categories of employment which the company does not regard 
as ‘core’. These include security workers, hospitality workers, catering workers and 
cleaning workers. These workers are supplied by subcontractors and agencies. The 
company takes no responsibility for their basic terms and conditions though they are 
consulted about occupational health and health and safety matters. 
 
Suzanne had signed on with a transnational agency to do cleaning work. There was 
no guaranteed work. She would be offered work when it was available. It turned out 
that she was quickly offered a placing at the company who had indicated a 
preference for well-educated and presentable workers on their premises. She fitted 
this preference. 
 
Suzanne worked at the company for a couple of months. She thought that her work 
was satisfactory. She was not getting any negative feedback. She was not getting 
the numbers of hours she wanted but the workplace was good and she had access 
to some permanent staff facilities. She hoped that there might be job opportunities at 
the company. 
 
On a day off Suzanne was texted by her agency coordinator to tell her not to go back 
to her workplace. The company had said to the agency that there had been a 
security breach in the section (someone had accessed and divulged confidential 
material) where she and other cleaners had worked. The company had decided that 
they wanted all the cleaners in that section replaced. 
 
Her coordinator would not talk to Suzanne direct but they exchanged texts. He said 
that the company could do this as she was an employee of the agency not the 
company. He said, that at the moment, Suzanne was not being blamed personally 
for the breach. The company was carrying out an investigation. Once the 
investigation was completed the agency would decide on whether Suzanne would be 
offered any more work by the agency. She would not be going back to the company 
 
This case illustrates what is meant by a disposable workforce. Whatever the legal 
arguments regarding the exact status of Suzanne’s contract and her legal category 
employers consider that people such as can be dismissed anytime so long as they 
have no guaranteed working week. 
 
 
 
 
 

  


