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STUC interim written submission to the Economy, Energy and Tourism 
Committee’s Inquiry into Underemployment in Scotland 

 
Introduction 
 
The STUC enthusiastically welcomes this important inquiry into the scale and 
nature of underemployment in Scotland and its short and long-term 
implications for Scotland’s economy and people. We ask that the Committee 
treats this as an interim submission as we intend submitting additional views 
and information before the deadline.  
 
Since the financial crisis-induced recession started in spring 2008, 
unemployment on both ILO and claimant count measures has not increased 
to the levels associated with the fall in output. This has led to much optimistic - 
some might say complacent - commentary on the success of the UK’s flexible 
labour market in keeping more people in work than during previous 
recessions. 
 
However, the STUC has consistently highlighted that a narrow focus on 
headline unemployment and employment levels can obscure a number of 
worrying labour market trends with potentially significant consequences for 
Scotland’s workers, communities and national economy. Underemployment 
and its various components – involuntary part-time and temporary working, 
insufficient working hours, under utilisation of skills, self-employment – is 
probably the most significant.  
 
It is important to stress that underemployment is not a new phenomenon; prior 
to the recession too many Scottish workers were unable to find jobs which 
provided sufficient income or maximised their skills. 
 
The Great Recession and the Scottish Labour Market 
 
The Scottish economy is not close to recovering pre-2008 levels of output and 
therefore it is hardly surprising that the labour market remains depressed. 
Despite the very recent improvement in the headline ILO unemployment rate 
in Scotland, pre-recession levels of employment, especially full-time employee 
jobs, are not close to being attained. Involuntary part-time and temporary 
working has increased and there has been a worrying increase in self-
employment. The number of workers in part-time and nominally full-time 
positions reporting that they wish to work more hours or access an additional 
job is rising. All these trends are occurring in an environment that has seen 
real wages falling for the past four years. 
 



2 

 

Understandably, the political debate revolves around the headline 
employment and unemployment rates and rarely addresses these other 
trends. The STUC has sought to highlight that the true level of demand for 
labour is not always reflected in the ILO and claimant count and has published 
regular labour market reports which have included the development of a 
measure of ‘Scotland’s Full-Time Employment Deficit’1. The economist Brian 
Ashcroft has regularly estimated Scotland’s real unemployment rate at a level 
significantly higher than the headline ILO rate2.  
 
The STUC’s primary concern is that, even when output finally recovers, some 
of these labour market trends may have become so embedded that the 
Scottish economy will be much more insecure, unequal, unstable and less 
resilient to systemic crises. In the shorter-term, underemployment will act to 
undermine demand and thereby constrain recovery. While underemployment 
has helped sustain better than expected headline employment during the 
prolonged downturn, the opposite is likely to prove true during any recovery as 
firms utilise hoarded and part-time, temporary labour or re-establish normal 
overtime arrangements to meet new demand rather than employing additional 
workers.  
 
What is underemployment and how is it measured? 
 
The ILO defines underemployment as ‘persons in underemployment are all 
those who worked or had a job during the reference week but were willing and 
available to work ‘more adequately’3’. The STUC is attracted to this definition 
which includes those who are underemployed in terms of hours, skills or both. 
 
Underemployment has not been routinely measured by the ONS which only 
published its first dedicated paper on the issue on 28 November 20124. The 
ONS does regularly report on involuntary part-time and temporary working 
and self-employment; major components of underemployment. As with so 
many of the statistics published by the ONS on a monthly basis, it is 
disappointing that there is a time lag between publication of UK national and 
Scottish data. For instance, the latest statistics for involuntary part-time and 
temporary working for Scotland are an average for the period July 2011-June 
2012 while the UK figures cover the same period (Aug-Oct 2012) as the 
headline ILO employment and unemployment figures. The age and quality of 
these statistics hardly assist in understanding and reacting to the problem at 
Scottish level. 
 

                                      
1
http://www.stuc.org.uk/files/Document%20download/full%20time%20employment%20defecit

%20calculation.pdf  
2
 http://www.scottisheconomywatch.com/brian-ashcrofts-scottish/2012/12/real-unemployment-

is-rising.html  
3
 http://www.ilo.org/global/statistics-and-databases/statistics-overview-and-

topics/underemployment/lang--en/index.htm  
4
 http://www.ons.gov.uk/ons/rel/mro/news-release/underemployed-workers-up-1-million-since-

onset-of-downturn/underemp1112.html  

http://www.stuc.org.uk/files/Document%20download/full%20time%20employment%20defecit%20calculation.pdf
http://www.stuc.org.uk/files/Document%20download/full%20time%20employment%20defecit%20calculation.pdf
http://www.scottisheconomywatch.com/brian-ashcrofts-scottish/2012/12/real-unemployment-is-rising.html
http://www.scottisheconomywatch.com/brian-ashcrofts-scottish/2012/12/real-unemployment-is-rising.html
http://www.ilo.org/global/statistics-and-databases/statistics-overview-and-topics/underemployment/lang--en/index.htm
http://www.ilo.org/global/statistics-and-databases/statistics-overview-and-topics/underemployment/lang--en/index.htm
http://www.ons.gov.uk/ons/rel/mro/news-release/underemployed-workers-up-1-million-since-onset-of-downturn/underemp1112.html
http://www.ons.gov.uk/ons/rel/mro/news-release/underemployed-workers-up-1-million-since-onset-of-downturn/underemp1112.html


3 

 

Commendably, the Scottish Government has published statistics for 
underemployment in its annual Local Area Labour Markets in Scotland report; 
a report the STUC considers invaluable to our understanding of the Scottish 
labour market. This sets Scotland apart from other parts of the UK where 
performance on this measure was not revealed (officially – the TUC had 
published good analysis) until the ONS published its report. The STUC has 
found these data particularly helpful but, again, we would much prefer 
publication on a more regular and up-to-date basis.   
 
Has underemployment risen since the 2008/09 recession? 
 
The ONS report confirms that underemployment in Scotland has risen from an 
average of 7.2% between 2005–08 (slightly above the UK average of 6.7%) to 
an average of 9.9% between 2009-12 (same as UK average). The figures are 
consistent with the most recent Scottish Government and TUC analysis. 
 
The STUC believes these figures are best considered within the context of 
wider trends in the Scottish labour market. The STUC’s most recent labour 
market report published in October5 found that over the last four years 
Scotland experienced: 
 

 steeper declines in total employment and full-time employment 
than any other part of the UK; 

 a steeper increase in ILO unemployment than any other part of the 
UK -  although performance on the claimant count measure is much 
closer to the UK average;  

 a steeper decline in ‘total workforce jobs’ than any other part of 
the UK; 

 a very significant increase in self-employment although the increase 
is around the UK average over the 2008-12 period. Scotland has 
experienced the highest increase in self-employment jobs between 
2010-2012; 

 a significant increase in involuntary part-time and temporary work 
although the increase is below the UK average; 

 an increase in economic inactivity above the UK average; 

 almost a doubling of the claimant count (94% increase) since March 
2008; a level of increase slightly above the UK average of 86%; 

 a further embedding of Scottish regional imbalances – local 
authority areas with the highest levels of unemployment pre-crisis 
remain the worst performing areas although other areas have seen 
higher percentage increases (reflecting their comparatively better 
position pre-crisis). 

 

                                      
5
http://www.stuc.org.uk/files/Document%20download/labour%20market%20report%20Oct%2

02012.pdf  

http://www.stuc.org.uk/files/Document%20download/labour%20market%20report%20Oct%202012.pdf
http://www.stuc.org.uk/files/Document%20download/labour%20market%20report%20Oct%202012.pdf
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The report also concluded that finding a job remains extremely difficult, much 
more so in some regions of the country. For every Jobcentre Plus advertised 
full-time vacancy in Scotland, there are eight Jobseeker’s Allowance (JSA) 
claimants. This rises to over 40 in West Dunbartonshire. For every vacancy 
advertised (FT/PT/temporary) by Jobcentre Plus, there are five JSA claimants; 
rising to 25 in West Dunbartonshire. 
 
The report found that underemployment in Scotland as measured by 
involuntary part-time and temporary working has increased significantly over 
the 2008-2012 period6. 
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The trends are similar across the UK7: 
 

                                      
6
 ONS regional labour market releases for September 2012 and September 2010. Latest ONS 

data covers period from April 2011-March 2012 
7
 ONS labour market reports for August 2012 
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Indeed, Scotland has seen less of an increase in involuntary part-time and 
temporary working than the UK as a whole: 
 

 
 
The situation is actually considerably worse (in terms of total numbers if not 
percentage increase) than described in the ONS figures above which use a 
narrow definition of underemployment (people who self-identify as working 
part-time because they cannot find a full-time job).  
 
In its Local Area Labour Markets 2011 report8, the Scottish Government 
employs a better, wider measure including those who want more hours in their 

                                      
8
 Local Area Labour Markets in Scotland 2011, Scottish Government, 5 July 2012 

http://www.scotland.gov.uk/News/Releases/2012/07/locallabourstats05072012  

http://www.scotland.gov.uk/News/Releases/2012/07/locallabourstats05072012
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existing job (by far the biggest category) plus those who want an additional job 
or new job with longer hours: 

 

 
 
It is important to stress that of the 204,200 workers who wanted extra hours in 
their current job 117,100 were working part-time (35,700 male, 81,400 female) 
and 87,100 were working full-time (61,500 male, 25,600 female)9. 
 
ONS does not publish similar official figures for the rest of the UK although 
presumably these could be extracted from the Annual Population Survey on a 
regional basis. The TUC published a similar analysis10 in September 2012 
which found that the rise in Scottish underemployment was below the 
UK average: 
 

                                      
9
 ibid 

10
 ‘Underemployment Crisis’, TUC, September 2012 

http://www.tuc.org.uk/tucfiles/367/Underemployment%20report.pdf  

http://www.tuc.org.uk/tucfiles/367/Underemployment%20report.pdf
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Self-employment 
 
Although not included in either ONS or Scottish Government measures, the 
STUC regards rising self-employment as a component of underemployment 
and, again, self-employment has seen a significant increase over the past four 
years: 
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Again, the trend is UK wide and relative Scottish performance unremarkable: 

 

 
 
A similar story is confirmed by the workforce jobs measure (measures jobs not 
people)11: 

 

                                      
11

 Ibid (Table 4 Workforce Jobs)  
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Although relative performance has deteriorated over the past 24 months: 

 

 
 
 
Why is the rise in self-employment almost certainly a bad thing? 
 
Self-employed people earn less than people in employment12. Therefore, they 
are likely to spend less and pay less tax. In the current circumstances, the last 
thing the economy needs is more workers in this position. 
 
The OECD13 has also found that ‘about one half of the increase in individual 
earnings inequality (between 1975 and 2010) is explained by changes in self-

                                      
12

 http://www.newstatesman.com/economics/economics/2012/08/perhaps-iain-duncan-smith-

will-accuse-me-peeing-data  

http://www.newstatesman.com/economics/economics/2012/08/perhaps-iain-duncan-smith-will-accuse-me-peeing-data
http://www.newstatesman.com/economics/economics/2012/08/perhaps-iain-duncan-smith-will-accuse-me-peeing-data
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employment income as on the whole the self-employed earn less than full-
time workers. Their share in total earnings increased by one fifth since the 
mid-1980s and among the self-employed the gap between high and low 
earners has risen’. 
 
Nor does the evidence suggest that people are willingly and enthusiastically 
choosing self-employment as an option. The Chartered Institute of Personnel 
and Development14 has found that the ‘new self-employed’ display quite 
different characteristics from those in self-employment pre-recession (the 
following is UK analysis – STUC is unaware of any similar analysis 
undertaken at Scottish level): 
 

 new self-employed since 2008 are unlike self-employed people as a 
whole in terms of gender, hours of work, occupation and sector of 
employment.  

 although well over two thirds of self-employed people are men, women 
account for more than half (184,000, or 60 per cent) of the net rise in 
self-employment since the start of the recession.  

 whereas over two-thirds of self-employed people work more than 30 
hours per week, almost 9 in 10 (88.8%) of the additional self-employed 
people since the start of the recession work less than 30 hours per 
week  

 almost a quarter of the UK’s self-employed people work in construction 
but the number of self-employed construction workers is lower than in 
2008. By contrast, sectors with relatively small shares of self-
employment – notably education, information and communications, 
financial and insurance services and public administration, defence and 
social security - are among those which have seen the biggest 
proportional increases in self-employment in recent years.  

 skilled trades-people – typified by ‘white van man’ - have the single 
largest share of self-employment (almost 30%) but account for less 
than 1 per cent of the net rise in self-employment since the start of the 
recession. People performing elementary (i.e. unskilled) occupations 
account for more than 20 per cent of the net increase, with those in 
administrative and secretarial and personal services occupations also 
registering large proportional increases. 

 
Issues to address 
 
Information 
 
Official statistics on underemployment are in their infancy and the Scottish 
Government should be congratulated for leading the way in trying to better 
understanding of a complex problem. 
 

                                                                                                          
13

 http://www.oecd.org/unitedkingdom/49170234.pdf  
14

 http://www.cipd.co.uk/publicpolicy/policy-reports/rise-self-employment.aspx  

http://www.oecd.org/unitedkingdom/49170234.pdf
http://www.cipd.co.uk/publicpolicy/policy-reports/rise-self-employment.aspx
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It would however be tremendously helpful if ONS or the Scottish Government 
or both could publish more regular and up-to-date statistics on, at the very 
least, involuntary part-time and temporary employment; information already 
collected through the Labour Force Survey. 
 
How to address underemployment? 
 
The STUC is unequivocal that in the short-term the best solution for 
underemployment is a Government stimulus to help increase the demand for 
labour. There are of course many ways this could be achieved and the 
STUC’s forthcoming UK Budget Submission will outline priorities. 
 
Longer-term solutions must look to grow the number of full-time, quality job 
opportunities in the Scottish labour market. As things stand, despite the 
Scottish Government’s economic strategy, the highly deregulated UK labour 
and product markets practically force many companies down low road 
competitive strategies based on cost minimisation and treating their workforce 
as disposable. 
 
Clearly this raises fundamental questions about the nature of economic 
development in a small open economy in a globalised world. The STUC 
believes that the Scottish Government’s current economic strategy, like its 
predecessors since devolution, gives insufficient weight to the nature and 
quality of jobs created. There is much that can be achieved through, for 
instance, encouraging product market strategies that can sustain higher levels 
of good jobs; revisiting the apparently abandoned work on skills utilisation and 
linking grant support to the quality as well as the number of jobs created. 
 
How can underemployment be better managed in future recessions? 
 
There is a very longstanding bias in Scotland and the UK against initiatives 
which seek to support jobs through direct subsidy. This was apparent in the 
early stages of this recession when deadweight concerns caused the Scottish 
Government not to follow the Wales Assembly Government which had 
established its ‘PROACT’ to support jobs in key sectors. 
 
Indeed, the UK has traditionally spent very little on active labour market 
programmes and what it has spent has been targeted at different areas. 
 
The Scottish Government should work with stakeholders to examine the 
lessons Scotland might learn from the various interventions other nations 
implemented through the Great Recession. Early evidence suggests direct 
support mechanisms (Germany) have been more successful than approaches 
relying on flexibility (Denmark)15.  
 
Is any job better than no job? 

                                      
15

 http://www.politiquessociales.net/IMG/pdf/labor-2011-05.pdf  

http://www.politiquessociales.net/IMG/pdf/labor-2011-05.pdf
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Addressing the issue of underemployment during a prolonged downturn 
inevitably invites the complacent view that ‘any job is better than no job’.  
 
The impact of long-term unemployment on individuals’ future career 
prospects, erosion of skills, life chances and health is very well understood. 
But there is also a growing body of work confirming similar impacts on skills, 
career and health from periods spent in insecure, low-wage employment or 
periods spent (as is often the case) moving between bad jobs and 
unemployment. It is not necessarily true for all people at all times that any job 
is better than no job. Indeed, the best performing labour markets in the world 
allow for better job matching by better supporting people through periods of 
unemployment and investing much more heavily in active labour market 
programmes. 
 
For young people in particular, experience of the workplace, even if it does not 
fully utilise skills or provide desired number of working hours, may prove 
invaluable if and when the labour market starts to provide more opportunities. 
But it must be acknowledged that the Scottish labour market has failed to 
provide sufficient opportunity even in the good times. 
 
Macroeconomic consequences of underemployment  
 
Coupled with falling real wages, rising underemployment exerts negative 
macroeconomic effects: 
 

 lower demand; 

 lower productivity – the rise in self-employment is generally identified 
as a key factor in trying to explain the UK’s productivity conundrum; 

 propensity towards higher household debt; 

 Greater instability, lower resilience to future systemic crises of the kind 
we are still living through. 

 
Wages 
 
Real wages have fallen for the last four years and although the Office for 
Budget Responsibility expects the situation to improve, the STUC is doubtful 
that workers at the lower end of the income spectrum can anticipate 
significant increases anytime soon. The wage share in the economy has fallen 
over the last thirty years at UK level and in Scotland was falling prior to the 
recession.  
 
Unfortunately, with the emphasis on flexibility, public policy discourse has 
largely ignored the effect of falling wages on workers, families and the 
economy as a whole.  
 
Any credible approach which seeks to minimise the adverse effects of 
underemployment must also be mindful of the need to increase wages 
particularly for vulnerable workers. 
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Other issues 
 
The STUC’s next submission will: 
 

 Focus on gender and age issues 

 Skills underemployment 

 Update some of the statistical information contained in this report. 
 
 
STUC 
January 2013 
 


