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Economy, Energy and Tourism Committee 
 

6th Report, 2013 (Session 4) 
 

Underemployment in Scotland 
 
The Committee reports to the Parliament as follows— 
 

SUMMARY REPORT 

UNDEREMPLOYMENT IN SCOTLAND: COMMITTEE CONCLUSIONS 

This is a summary of the Committee’s conclusions and recommendations. The full 
report is available at: 

http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/55889.
aspx. 

Why has underemployment in Scotland increased? 

The impact of the economic downturn 
The Committee recognises that the economic downturn and the consequent decline 
in output has resulted in a reduction in the demand for labour. The Committee 
concurs that this recession has been different from previous recessions in terms of 
the lower levels of unemployment experienced. The Committee is of the opinion that 
underemployment is likely to decline as demand for labour increases within 
Scotland’s economy, although it cannot predict whether there will be a return to pre-
2008 levels. Nevertheless, even at pre-2008 levels, underemployment is a trend that 
should be monitored and taken into account in the development of employment 
policies whilst accepting that employment law is not within the control of the Scottish 
Government. 

Recent improvements in economic performance 
While the Committee notes the data showing recent improvements in Gross Value 
Added (GVA) output and headline employment rates, it nevertheless believes that 
the economic situation still provides a strong reason for monitoring labour market 
trends, particularly those related to underemployment.  

Employment legacy of the economic downturn 
The Committee is concerned that there is a risk that some of the trends that have 
emerged during the economic downturn – such as involuntary part-time work, self-
employment where it is a replacement for employment, zero-hours contracts and 
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temporary contracts with recruitment agencies – may become embedded in a way 
that makes work significantly more insecure, particularly for the young and unskilled. 

Unemployment and underemployment 
The Committee believes that a discussion of the relative advantages of 
underemployment in comparison to unemployment falsely polarises the debate. The 
Committee considers that it is more useful to think of both unemployment and 
underemployment as being on a continuum defined by a lack of hours spent in work 
and lost opportunities to maintain or develop skills. 

Other labour market trends linked to underemployment 

The impact of the lack of demand in the labour market has been manifested in a 
number of trends. The increases in unemployment and underemployment are clearly 
central to this but the Committee has become aware of other – related – labour 
market trends, notably labour hoarding, displacement, an increase in self-
employment (particularly part-time self-employment) and an increase in the number 
of zero-hour contracts. While the evidence for these trends is not robust, it 
nevertheless suggests that the Scottish labour market is becoming increasingly 
insecure.  

Labour hoarding 
The Committee believes that labour hoarding - when employers seek to retain 
workers despite a downturn in demand in order that they do not have difficulty in 
finding workers with the same skills when there is eventually a recovery - has served 
the dual purpose of restricting redundancies and retaining skilled staff. It recognises 
that this has helped businesses remain sustainable and reduced the number of 
people made redundant during the economic downturn, although there has been a 
high personal cost for many of those who have experienced underemployment. 

Displacement 
The Committee believes that underemployment and unemployment have resulted in 
a displacement effect that is harmful to all those who are unable to work at a level in 
keeping with their skills, and ultimately it is the least skilled and the young who are 
most likely to experience barriers in gaining access to the labour market.  

Increase in self-employment 
The Committee believes that the data showing an increase in the number of self-
employed part-time jobs represents a significant new trend in the labour market. 
However, there is no concrete evidence to explain the reasons for the increase in 
Scotland, nor information on the sectors in which the increase is most evident. The 
Committee believes that there needs to be further analysis by the Scottish 
Government of the increase in self-employment to help understand whether this is as 
a result of growing entrepreneurship or other factors.  

Use of zero-hours contracts 
The Committee is concerned by the reported rise in the use of zero-hours contracts 
in Scotland and the evidence suggesting their use by public sector contractors. It 
calls on the Scottish Government to ascertain the degree to which zero-hours 
contracts are used by the public sector and their contractors and to report back to 
the Committee.  We believe that the public sector and its contractors should not 
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misuse zero hour contracts, and we ask the Scottish Government to confirm how the 
forthcoming procurement bill will address this. 

Who are the underemployed? 

The gender dimension of underemployment 
22.6 per cent of part-time workers (154,800) are underemployed and 5 per cent of 
full-time workers (89,600) are underemployed. Underemployment levels are higher in 
the private sector than the public sector. The overall underemployment rate was 8.7 
per cent for male workers (111,900) and 11.3 per cent for female workers (133,000). 
It is clear to the Committee that there is a distinct gender profile to 
underemployment. This is related to a number of factors, including the prevalence of 
female employees in sectors where there are high levels of underemployment and 
part-time work, the caring responsibilities that women take on, particularly in relation 
to children, and gender stereotyping, as evidenced by occupational segregation. 

Young people and underemployment 
Young people are also experiencing particularly high rates of underemployment. In 
percentage terms, young men aged 16-24 constitute 32 per cent of the total number 
of male underemployed workers and young women aged 16-24 constitute 25.6 per 
cent of the total number of female underemployed workers. The Committee is 
particularly concerned by the higher levels of underemployment experienced by 
young people. Not only does underemployment inhibit young people’s capacity to be 
independent, but it has a long-term effect on employment prospects. The 
underemployment situation has a particular impact on the least-skilled as it becomes 
harder for them to secure employment of any kind. 

Older workers and underemployment 
The Committee is of the view that it may be of value for the Scottish Government to 
present data on employment trends – including underemployment rates -  among 
older workers as data is very limited for this group and there is evidence of changes 
in employment patterns among this group due to financial pressures and the 
abolition of the default retirement age.  

We would ask that the Scottish Government examines how young people are 
matched with older workers to enable a better transfer of skills and knowledge. 

Protected characteristics and underemployment 
The Committee notes the concerns voiced by disability groups and the EHRC. The 
evidence it received from these groups suggested that those with protected 
characteristics experienced higher levels of hours-constrained underemployment 
than the workforce as a whole. It therefore calls on the Scottish Government to use 
the Annual Population Survey data to ascertain the degree to which this is the case 
in relation to protected characteristics.  

Regional variations in underemployment 
The breakdown of underemployment rates shows a significant variation in 
underemployment rates across Scotland, ranging from 13.6% in Dundee City to 
5.1% in Aberdeen City. In general, the levels of underemployment correlate with 
unemployment levels, reflecting the lack of demand in the labour market. However, 
the Committee received evidence from Highlands and Islands Enterprise (HIE) 
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suggesting that underemployment levels in the region were higher than the statistics 
indicate.  The Committee notes that, on the basis of the evidence submitted by HIE, 
there may be a need to further investigate underemployment at the local authority 
level. It calls on local authorities to consider carrying out local research into 
underemployment as part of their employability strategies in order that employability 
measures can be adapted to respond to the local situation. 

The incidence of underemployment according to sector 
The Committee concludes that there is evidence to suggest that underemployment is 
more prevalent in certain sectors such as retail and social care, as well as in the 
tourism industry. These sectors have a higher proportion of low skilled or unskilled 
jobs as well as greater degrees of flexibility in terms of employment patterns.  

Data and research on underemployment 

Scottish Government data 
The Committee is of the view that the annual boost to the Labour Force Survey, 
funded by the Scottish Government, has provided reliable trend data on hours-
constrained underemployment. Given the variations in Scotland’s geography and 
industrial profile, it has also provided valuable data on local labour markets, including 
the levels of underemployment in Scotland’s 32 local authorities. 

Skills underutilisation trend data 
The Committee believes that its inquiry has highlighted the paucity of data and 
research on skills underutilisation in Scotland. It believes that aligning skills and 
qualifications with employment opportunities is a key issue for the future of 
Scotland’s economy and that it is therefore important to understand the problem of 
skills underutilisation better. The Committee calls on the Scottish Government to 
collect trend data on skills utilisation in Scotland. 

Skills underutilisation trend data and protected characteristics 
This trend data should take into account the protected characteristics and caring 
responsibilities of those that are underemployed. The Committee received evidence 
from disability and carers organisations suggesting that these groups were more 
likely to be in employment which underutilised their skills and there is also evidence 
to suggest that women are more likely to be affected by skills underutilisation than 
men.  

Skills underutilisation and Scottish participation in OECD programme 
The Committee calls on the Scottish Government to clarify whether it will participate 
in the Programme for the International Assessment of Adult Competencies launched 
recently by the OECD. If Scotland is not participating, the Committee requests that 
the Scottish Government provides the Committee with the reasons behind its 
decision not to participate. 

The costs of underemployment 

Productivity 
The Committee believes that a fuller assessment of the impact of underemployment 
on productivity might help to inform the discussion on productivity levels more 
generally. The Committee heard and received some evidence on productivity in the 
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context of this inquiry, but believes that it is an area which would benefit from more 
research. 

The personal impact of underemployment 
The Committee believes that the case studies it received on the personal impact of 
underemployment provide stark evidence of the effect that it is having on people’s 
lives and that these effects are similar to those caused by unemployment. It 
recognises that individuals have faced a reduction in their incomes as a result of 
underemployment which has placed them in sometimes untenable financial 
positions. This evidence demonstrates a strong link between underemployment and 
poverty. 

WHAT CAN BE DONE ABOUT UNDEREMPLOYMENT IN SCOTLAND?: 
COMMITTEE RECOMMENDATIONS 

Scottish Government’s economic stimulus measures 
The Committee acknowledges the financial commitments made by the Scottish 
Government in an effort to promote economic stimulus and thereby support demand 
for labour. 

Adaptation of labour market targets  
The Committee is of the view that since the point in time when the Scottish 
Government identified participation rates as key labour market targets, the economic 
downturn has resulted in number of changes to the labour market, which are 
documented in this report. These changes have meant that headline participation 
rates are less useful for measuring the health of the labour market. The Committee 
therefore calls on the Scottish Government to consider how its labour market targets 
can be adapted to reflect an ambition to grow the number of hours people are in 
work, improve the quality of jobs in Scotland and the types of contracts used. 

Learning, skills and well-being 

Skills alignment 
The Committee concurs with the view that improvements in alignment of skills with 
employment opportunities are vital and that higher education institutions and 
students should be encouraged to give greater consideration to the future labour 
market.  

Access to education, training and work experience for the underemployed 
The Committee calls on the Scottish Government, Skills Development Scotland and 
the Scottish Funding Council to consider whether opportunities to access education, 
training and work experience can be improved for those who are underemployed, 
including those who are graduates. The Committee believes that people who are 
underemployed are at risk of losing their skills or of not having the opportunity to 
further develop their skills. This has the potential to have a detrimental impact upon 
productivity as well as the labour market progression of those concerned. 

Employers’ responsibility for training 
The Committee agrees with the Cabinet Secretary for Finance, Employment and 
Sustainable Growth that employers must take increased responsibility for training 
their employees whilst recognising the financial constraints that employers are 
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under. The Committee is particularly concerned by the recent reduction in staff 
training as it may have a medium to long-term impact on workforce skills and 
productivity. The Committee calls on the Scottish Government to consider how it can 
work with partners to promote greater employer engagement on training.  

Access of the least-skilled to training 
The Committee recognises the particular problems faced by the least skilled in 
accessing training and calls on the Scottish Government to ensure that this group is 
not disproportionately disadvantaged in terms of access to training. 

Childcare provision 
The Committee considers that the Scottish Government’s commitment to increase 
the legislative provision of childcare will help to promote labour market participation 
among women, but calls for more research into why child care costs are so high. The 
Committee recognises that the high costs of childcare in Scotland have an impact on 
women’s abilities to work either the number of hours that they would like to or at an 
appropriate skills level due to the lower-skilled character of part-time employment. 

Supportive business environment 

Promoting the growth of high-value enterprise 
The Committee believes that the inquiry evidence reinforces the importance of 
focusing on encouraging the growth of high value enterprise which can provide 
quality employment opportunities. To achieve this it is vital that the Scottish 
Government and the enterprise agencies maximise the outcomes from their 
investments and consider whether more can be done to link the provision of 
investment to the creation of secure and high quality jobs. 

Zero-hours contracts 
The Committee calls on the Scottish Government to consider what scope there is to 
preclude the misuse of zero-hour contracts by attaching conditions in the 
procurement process for contracts awarded by public bodies and to confirm how the 
forthcoming procurement bill can address this.  

Effective government 

The Scottish Employability Forum 
The Committee calls on the Scottish Employability Forum to consider 
underemployment in Scotland as part of its work.  

Jobcentre Plus  
The Committee notes that Jobcentre Plus will start to work with those that are in 
employment but in receipt of Universal Credit to support them in increasing the 
number of hours worked. Members are concerned about the high degree of 
uncertainty surrounding how Universal Credit will work in practice. The Committee 
therefore considers that evaluation and close scrutiny of the number of people 
supported by Jobcentre Plus into increased hours of work will be necessary.1 

 

                                            
1 Murdo Fraser dissented from this paragraph. 
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