
SUBMISSION FROM SCOTTISH ENTERPRISE 

Introduction 
 
Scottish Enterprise (SE) welcomes the opportunity to provide evidence to this 
inquiry.  We have divided our response into two parts to reflect the two aspects of 
underemployment – working hours and skills based. 
 
It is important to split this as working hours underemployment is a consequence of 
current low growth and low demand for labour in the economy whereas skills 
underemployment can be caused by both low demand for labour, resulting in higher 
skilled people taking lower skilled jobs due to economic circumstance, and 
mismatches in the supply and demand of skills. 
 
’Working hours’ underemployment 
 
Working hours-based underemployment, where workers are not able to work they 
number of hours they would like is, like unemployment, a consequence of reduced 
demand in the economy.  While economic growth does not necessarily lead to 
increased jobs, and the exact link between economic growth and jobs growth varies 
from sector to sector, it is a necessary condition for sustainable employment growth, 
and can help address underemployment. 
 
Evidence suggests that the degree of underemployment can vary considerably by 
sector and, to a lesser extent, by geography, for example it is low in the oil and gas 
industry and in Aberdeenshire. 
 
As we have submitted previously to the Committee1, accumulated evidence 
demonstrates that it is high growth companies that provide the significant economic 
growth and jobs growth. In our most recent surveys of our Account Managed 
companies, the companies we work with most intensively, a number have been 
reporting increased turnover without increasing their employment levels. Also, a 
small number have reported falls in turnover without reducing their employment. This 
suggests underemployment may have been or is an issue for workers in some of the 
companies we work with. 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                            
1
 SE written evidence to the Economy, Energy and Tourism Committee Budget scrutiny, October 2012, section 
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Turnover & Employment Performance July – Dec 2012 
Number and % of Account managed companies reporting change in T/O and 
employment over previous six months 

Turnover  Employment  

Increase  
63% 
 

Increase  53%  

Same  40%  

Decrease 7%  

 

Same  
20% 
 

Increase 23%  

Same 67%  

Decrease 10%  

 

Decrease  
18% 
 

Increase 15%  

Same  52%  

Decrease 33%  

No of companies surveyed 
(720) 

 

 
As noted above, the most effective and sustainable way to address ‘hours worked’ 
underemployment is to increase demand for labour in the economy. Our research 
evidence shows that the companies that are most likely to grow are those that are 
globally orientated, innovative, customer focused and have strong and effective 
management teams. SE makes a direct contribution to this through: 
 
Creating opportunities: 

 our work with Scottish businesses to help them grow and create employment 

 bringing new businesses and investment to Scotland  
 
Overcoming barriers to investment: 

 raising employers’ awareness of the available support 

 highlighting to our partners the challenges and opportunities the companies 
we work with are facing. 

 
Skills based underemployment 
 
The skills aspect of underemployment, what the committee termed ‘invisible’ 
underemployment, is a critical one.  Scotland has a relatively good record on skills 
qualifications but this has not translated into enhanced economic performance.     
Improving the existing skills of the workforce helps businesses take advantage of 
future business opportunities and is key to achieving productive workplaces.  
Business performance and productivity is driven by the effective use of skills.   

 
SE led and funded research2, with the support of SDS and colleagues in the Scottish 
Government, in 2010 to identify best strategies and practices in skills utilisation 
among Scottish businesses. 
 
 

                                            
2
 http://www.scottish-enterprise.com/resources/publications/abc/best-strategies-in-skills-utilisation-jan10.aspx 

http://www.scottish-enterprise.com/resources/publications/abc/best-strategies-in-skills-utilisation-jan10.aspx


Key Lessons 
 

 The take up and development of skills utilisation practices by firms appears to 
be driven by the culture and beliefs of senior managers 

 

 The case study firms were clear that such practices make an important 
contribution to the performance of their business 

 

 Managers at all levels must be seen to support the practices and activities 
 

 The adoption of skills utilisation practices is often directly influenced by market 
forces 

 

 What is needed is a range of actions implemented in an environment which 
allows both management and staff to get the most out of the practices 

 
Adopting a range of work practices that encourage effective skills use in both 
management and staff is likely to lead to a more engaged and productive workforce. 
This was noted in the McLeod Report (Engaging for Success 2009) which 
highlights the following business benefits of this:   
 

 16% greater profit margin 

 19% greater operating income 

 18% greater productivity 

 12% greater customer advocacy 

  50% less sick days 

 87% less likely to leave organisation 
 
Increasing demand for higher skills 
 
The most effective way to address skills underemployment is to support companies 
in high value, high productive activities and to attract and support high value 
investment into Scotland that each requires skilled employees. SE makes a direct 
contribution to this through, for example: 
 

 Our work to help companies to innovate 
 Helping companies to export, that in turn boosts productivity 
 Helping companies raise investment that they use to improve their capacity 
 Helping companies to grow their leadership capacity and improve skills use 

and employee engagement.  
 

During the current economic conditions there has been depressed demand for 
higher level skills, which has impacted heavily on the young.  Prior to the current 
economic problems, those young people with some qualifications or in full time 
education would find their way into employment and if support was needed, this was 
likely to be limited, such as through work experience or internships.  Current 
conditions mean that this is no longer the case and many of these young people 
have to take lower skilled jobs, thus impacting on those young people further down 
the skills ladder.  This is, as with ’working hours’ underemployment, a feature of low 



demand and economic growth is the only way to remedy this in a sustainable 
fashion. 
 
Evidence shows that when young people with higher qualifications are given the 
opportunity to demonstrate the value they can bring, this is recognised and 
rewarded.  The Talent Scotland graduate placement programme, of which SE is a 
partner, places new graduates with high growth potential companies to carry out a 
specific project identified by the company, usually lasting between 6-12 months.  The 
retention rate (i.e. the rate at which the companies keep the graduate on beyond the 
project end date) currently stands at 75%. 
 
Conclusion 
 
This is an important area and we welcome the Committee’s focus.  We trust that this 
submission is helpful and we look forward to discussing these issues with the 
Committee at the evidence session on 30 January 2013.  
 
 
 

 

 

 

 

 

 

 

  


