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Foreword

Introduction

Paul McKelvie OBE is Vice Chair of the Board of the 
Scottish Funding Council (SFC), a member of the 
Board of Skills Development Scotland (SDS) and 
Scotland Commissioner to the UK Commission for 
Employment and Skills. He is also the Chair of the 
Joint Skills Committee.   

The Joint Skills Committee is a statutory 
committee of the Funding Council. It operates as 
a joint committee advising the Boards of SFC and 
SDS on skills issues. The Committee also has a 
central role in stimulating debate about skills in 
Scotland. The Skills in Focus seminar series is part 
of the Joint Skills Committee’s contribution to 
that debate.   

Foreword

Professors Alan Felstead and Francis Green are 
internationally renowned experts on skills, 
training and the nature of work.  They are based 
at the Cardiff School of Social Sciences and the 
Centre for Learning and Life Chances in Knowledge 
Economies and Societies (LLAKES) respectively.

Alan and Francis start by highlighting the diffences 
between hours-based underemployment (where 
workers wish more hours in their current job) and 
skills-based underemployment (where workers 
are not making best use of their skills in their job).  
The former  can be measured through the regular 
Labour Force Survey.  The latter, a measure of 
skills underutilization is more challenging.

A key source of evidence on skills underutilization 
is the Skills and Employment Survey.  This is an 
independent survey of workers’ views on 
qualifications, training and the nature of their 
job.  The survey collected responses from working 
adults interviewed in their own homes.

Alan and Francis use historical data from the 
Skills and Employment Survey to analyse 
changes in aggregate qualification mismatches, 
overqualification and patterns of skills usage 
during the last 25 years. Alan and Francis find 
that in Britain between 1986 and 2006 aggregate 
mismatches in the level of qualifications supplied 
and those demanded were growing rapidly and 
over qualification rates were also increasing – 
although a greater proportion of the overqualified 
have been able to use the skills they had acquired.  
However, the 2012 results suggest that the 
matching process has begun to improve in Britain 
with overqualification rates falling for the first 
time since the series began.  Unfortunately, 2012 
results for Scotland are unavailable as there was 
no Scottish boost in the Skills and Employment 
Survey.

I would like to thank Alan and Francis for their 
input to the discussion on skills underutilization.  
They highlight the need for robust evidence to 
understand the impact that skills misalignments 
may have on well-being, job satisfaction and pay 
in Scotland. They argue that better understanding 
will aid the development of effective policy that 
minimises the occurrence of skills 
underutilisation in the future.

Paul McKelvie OBE Chair of the Joint Skills 
Committee

Disclaimer:  The views expressed in Skills in Focus are those of the author(s).  They need not represent the views of the Joint Skills Committee, its members or constituent 
organisations.
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1. Introduction.

It is becoming increasingly recognized that 
today’s labour market does not divide neatly 
between those in work, on the one hand, and 
those seeking work, on the other.  Instead, 
there is growing evidence these labour market 
distinctions are becoming fuzzy.  For example, 
zero hours contracts – which allow employers 
to engage workers ‘as required’ but with no 
guarantees over when and for how long – have 
grown by 75% between 2008 and 2012 in the 
UK.  Workplaces in the hotels and restaurants 
sector have been long-standing users of zero 
hours contracts, but some of the largest 
increases have occurred in sectors not 
renowned for their use such as education and 
the NHS  (House of Commons, 2013; ONS, 2013a; 
van Wanrooy et al., 2013; Financial Times, 7 
April 2013).  Similarly, the number of people 
who are in employment but want to work more 
hours has risen by 980,000 since the start of 
the economic downturn in 2008 to stand at 
over three million in 2012 – a figure well above 
the level of unemployment.  Around two-thirds 
of the increase took place in the 12 months 
between 2008 and 2009.  Since then, the rate 
of increase has slowed down.  However, over 
the same period unemployment – the common 
measure of excess capacity – went in the 

Underutilization, overqualification 
and skills mismatch: patterns and 
trends

opposite direction and fell (ONS, 2013b).

These divergent trends have highlighted the 
dangers of relying on unemployment as the 
only barometer of labour underutilization.  In 
recognition of these issues a Scottish  
Parliament Inquiry was set-up to collect 
evidence on what is known about the economic 
and social costs of underemployment for the 
Scottish economy and its people.  Its report 
was published in April 2013 and therefore 
provides an important backdrop to this Skills 
in Focus paper (Scottish Parliament, 2013).

Notably, the Inquiry recognized that 
underemployment covers circumstances 
where individuals would like to work more 
hours as well as situations where individuals’ 
skills are not used effectively.  Both mean that 
economic resources are underutilized and that 
there are demand constraints on economic 
growth, over and above the level implied by the 
unemployment measure.  However, debates 
around zero hours contracts and constraints 
on working hours – both fuelled by readily 
available data for the UK and Scotland (Bell and 
Blanchflower, 2013; Bell, 2012; Felstead, 2011) 
– have meant that much of the analytical (and 
media) attention has focused on hours-
constrained underemployment and rather less 
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attention has been given to skills 
underutilization (The Scotsman, 7 January 
2013; Daily Record, 7 January 2013; The Herald, 
17 April 2013). 

Before the economic crisis the situation was 
very different.  Then, skills underutilization 
received a lot of attention in policy debates in 
the UK, with Scotland, in many respects, 
leading the way with the establishment of the 
Skills Utilization Leadership Group (Warhurst 
and Findlay, 2012; Payne, 2011).  The aim of 
‘improving the utilization of skills in the 
workplace’ featured prominently in Scottish 
policy documents such as Skills for Scotland: 
A Lifelong Skills Strategy, launched in 2007 

(Scottish Government, 2007: 5) and renewed in 
2010 (Scottish Government, 2010).  Similar 
sentiments have been echoed more recently in 
the Scottish Government’s Effective Skills Use 
campaign which is based on the premise that 
‘we collectively need to make better use of 
skills’ since ‘organisations and individuals will 
only reap the full benefits of skills investment 
when workplaces fully enable staff to also use 
their skills effectively’ (Scottish Government, 
2012).  At the UK level, too, skills underutilization 
featured in policy discussions with the UKCES 
stating that ‘the future employment and skills 
system will need to invest as much effort in 
raising employer ambition, in stimulating 
demand, as it does in enhancing skills supply’ 
(UKCES, 2009: 10).

Despite its importance the Parliamentary 
Inquiry recognized that there is a ‘paucity of 
data and research on skills underutilization in 
Scotland’ as well as a need ‘to collect trend 
data’ (Scottish Parliament, 2013: 28).  As an 
illustration, the only recent quantifiable data 
in the Inquiry’s report came from one question 
asked of employers who responded to the 2011 
UK Employer Skills Survey (ibid: 24).1   Employers 
were asked how many of their staff had both 
qualifications and skills more advanced than 
required for the job.  According to the answers 

1 Aside from this quantifiable evidence, the Parliamentary Inquiry drew on case study reports from women’s groups and disability campaigners 
(Scottish Parliament, 2013: 27-28).

“‘..improving the 
utilization of skills in 

the workplace’ 
featured prominently 

in Scottish policy 
documents..” 
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they gave, skills underutilization in Scotland is 
slightly higher than in the rest of the UK (Davies 
et al., 2012: 91-95).  However, it should be 
remembered that this estimate is derived from 
a single question, asked for the first time in 
2011 and based on employers’ knowledge of 
the qualifications and skills held by workers in 
their charge. 

More precise estimates of skills mismatches 
are available from individual-level surveys 
which contain a series of questions about job 
skills and the skills held by workers themselves.  
However, such data are not regularly collected 
in Scotland.  The aim of this Skills in Focus 
paper, then, is to demonstrate how such data 
can be collected as well as indicating – using 
British-level data – who is affected most by 
skills underutilization and whether the 
phenomenon has grown or declined over time.

The paper will be structured as follows.  Section 
2 will outline the data sources used and 
highlight the difficulties faced by analysts 
seeking to provide up-to-date evidence for 
Scotland alone.  Section 3 outlines how different 
aspects of skills underutilization are measured 
by the survey questions used in this paper and 
how they differ from other possible approaches.  
Section 4 presents the empirical results for 
Britain in 2012.  It presents data on aggregate 
mismatches in the demand for and supply of 

qualifications as well as mapping how 
overqualification varies by a number of socio-
economic indicators.  Section 5 traces how 
aggregate qualification mismatches, 
overqualification and patterns of skill usage 
have changed over the last quarter of a century 
in Britain.  Scottish data for 2006 is also 
presented since in that year the survey was 
boosted for Scotland.  Section 6 concludes by 
arguing that while Scottish data resources 
provide a robust basis on which to examine the 
scale and character of hours-constrained 
underemployment, they provide a weak basis 
on which to do the same for skills 
underutilization.  Instruments to measure 
skills underutilization, for example, are not 
included in the Labour Force Survey which is 

“Skill 
underutilization in 
Scotland is slightly 
higher than the rest 

of the UK.”
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boosted by the Scottish Government.  Surveys 
which set out to measure skills underutilization 
are less frequently carried out – usually on a 
five yearly cycle, but with boosting options.  
There is a good case that they need to be 
boosted for Scotland in the future.  This will 
ensure that Scottish policy-makers can base 
their decisions on Scottish data rather than 
relying on data collected for Britain as a whole.

2. Data sources

This paper is based on a long-running series of 
surveys which allows analysts to track the 
changing nature of the British labour market 
through the eyes of workers who are questioned 
about a wide variety of issues, including the 
skills they use at work.  The Skills and 
Employment Survey 2012 (SES2012) is the 
latest in the series and so provides a unique 
opportunity to assess what progress has been 
made towards achieving the goal of raising 
skills utilization in Britain. The survey collected 
responses from working adults in Britain, 
interviewed in their own homes. The sample 
was drawn using random probability principles 
subject to stratification based on a number of 
socio-economic indicators.  Only one eligible 
respondent per address was randomly selected 
for interview, and 49% of those selected 
completed the survey. Data collection was 

directed by ourselves and conducted by GfK-
NOP.

SES2012 is the sixth in a series of nationally 
representative sample surveys of individuals 
in employment aged 20-60 years old (although 
the 2006 and 2012 surveys additionally 
sampled those aged 61-65). 2  The numbers of 
respondents were: 4,047 in the 1986 survey; 
3,855 in 1992; 2,467 in 1997; 4,470 in 2001; 7,787 
in 2006; and 3,200 in 2012.  For each survey, 
weights were computed to take into account 
the differential probabilities of sample 
selection, the over-sampling of certain areas 
and some small response rate variations 
between groups (defined by sex, age and 
occupation).  All of the analyses that follow use 
these weights (for more detail, see Felstead et 
al., 2013).

The sample size was boosted for Scotland in 
2006 via funding from Future Skills Scotland 
(as part of the Enterprise Networks).  The aim 
was to provide a baseline against which to 
track skills underutilization over time (along 
with changes skills, training and the quality of 
work).3  In 2006, 2000 respondents out of the 
7,787 respondents were living in Scotland, the 
boost funding adding significantly to the 
numbers of interviews and providing robust 
results for Scotland as a whole and areas within 
it (including the Highlands and Islands).  

2 The 2006 survey was also conducted in Northern Ireland and so UK comparisons are possible (as in Figure 10, and Table A4).
3 The survey series collects data at a British-level on inter alia: the skills content of jobs; the amount and nature of training and learning at work; 
job control; insecurity and fear at work; work intensification; and job-related well-being.  Six separate reports on each of these themes are available 
from the project web site: www.cardiff.ac.uk/socsi/ses2012 and LLAKES: www.llakes.org. 
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However, funds for a similar boost in 2012 were 
not available (cf. Felstead and Green, 2008; 
Felstead, 2007).  This paper, therefore, paints a 
picture of the scale and character of skills 
underutilization in Britain as a whole as a way 
of promoting policy discussion in the Scottish 
context.

3. Measures

The concept of ‘underemployment’ refers to a 
situation where the quality or quantity of 
employment is lower for those in work than 
some standard point of comparison (Friedland 
and Price, 2003).  Skills underutilization, then, 
refers to employment which underuses 
workers’ skills.  This can be operationalized in 
a number of ways, but in each case there are 
practical and methodological restrictions on 
what survey data can be collected on workers’ 
skills and whether or not they exceed what 
skills jobs require.  We use three indicators of 
skills underutilization:

•	 aggregate level imbalances in the supply 
of qualifications and demand for these 
credentials by employers;

•	 individual-level mismatches in the 
qualifications workers hold and those 
required to get the job; and

•	 an assessment of the use of whether 

those ‘over-qualified’ (that is, they have 
qualifications which exceed the level of 
qualification required for the job) are 
able or unable to use their skills 
effectively.   

We explain each of these in turn.

One of the major advantages of the survey 
series is the focus placed on the measurement 
of skills actually used in the workplace.  
Although it is possible to track accurately the 
qualifications held by those actually in 
employment (using the Labour Force Survey, 
see Sloane et al., 2005), the mismatch between 
the qualifications held by jobholders and the 
qualifications they require is only possible 
using data sets which collect both types of 
information.   The six data sets reported here 
contain both of these elements.  The analysis 
which follows allows us to reveal the extent, 
pattern and form of aggregate qualification 
mismatch.

Evidence from all six surveys is used to derive 
a ‘qualification demand and supply balance 
sheet’.  Using evidence drawn from the second 
quarter Labour Force Survey for the relevant 
year, estimates of the qualification levels of 
the economically active are derived.  The 
relevant one of our six surveys is then used to 
estimate the number of jobs requiring a 
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particular level of qualification on entry.  These 
proportions are grossed up to provide national 
estimates.  To these estimates, we add the 
number of vacancies as estimated by the 
Vacancies Survey (or Job Centre reports) for the 
relevant months of the survey (see Table A1).  
The total number of estimated vacancies is 
apportioned according to the qualifications 
requirements reported by new recruits to the 
relevant survey (i.e. those in their jobs for 12 
months or less).  This produces two columns of 
data – one estimates total qualification 
demand, while the other estimates qualification 
supply.  Comparing the columns shows where 
in the qualification hierarchy demand and 
supply are broadly equal and where there are 

deficiencies or excesses in supply.

Identifying aggregate imbalances in the labour 
market are indicative of skills underutilization, 
but they do not measure it directly.  They do 
not reveal how effectively individuals’ 
qualifications are matched to the jobs they do 
and, in particular, whether they have 
qualifications above the level required and are 
therefore ‘overqualified’.  Using the survey 
questions at our disposal, we use a more direct 
measure.  We define respondents as 
‘overqualified’ if they say that the qualifications 
– used as a proxy for skills – required to be hired 
for the job are lower than the qualifications 
they in fact hold.  An alternative method uses 
the modal qualification level of job-holders as 
an indicator of the credentials required in each 
occupation (OECD, 2011; Chevalier and Lindley, 
2007; McGinness, 2006).  However, occupational 
titles may hide the fact that people with the 
same job title may do very different jobs and 
hence the qualification requirement may not 
be the same for everyone in any given 
occupation.  Our preferred measure does not 
suffer from this drawback.

Our third measure takes the analysis further 
by examining whether those ‘over-qualified’ 
are also unable to use their skills at work 
effectively (Green and Zhu, 2010).  We divide 
the overqualified into two groups according to 

“Skills 
underutilization 

refers to employment 
which underuses 
workers’ skills.” 
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a survey question on how much of their ‘past 
experience, skill and abilities’ they can use in 
their current job.  ‘Real overqualification’ 
occurs when overqualified respondents say 
they use ‘very little’ or ‘a little’ of their skills at 
work,  However, if the overqualified use ‘quite 
a lot’ or ‘almost all’ of their skills at work we 
classify them as ‘formally overqualified’. 

4. Patterns of mismatch

For Britain as a whole, the expansion of the 
education sector, rising participation rates 
and the drive to increase qualification levels 

has seen the number of people with no 
qualifications decline. In 2012, only 1.5 million 
economically active individuals in Britain had 
no qualifications to their name, but around 5.9 
million jobs required no qualifications.  At the 
other end of the spectrum, 8.2 million of the 
economically active had a first or higher degree, 
but only 6.8 million jobs stipulated that degrees 
were needed on entry (see Table A1).

A comparison of the ‘demand’ and ‘supply’ 
columns of data – calculated as outlined above 
– is illustrated in Figure 1.  It shows where in 
the qualification hierarchy demand and supply 

Figure 1: Qualifications Supply and Demand Mismatch, Britain, 2012
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were broadly equal and where there were 
deficiencies or excesses in supply in Britain.  In 
2012, there were 1.5 million more people with 
level 4 qualifications and above than there 
were jobs requiring these qualifications.  
Supply also exceeded demand at levels 3, and 
2, the differences being 2.5 and 2.2 million 
respectively.  As a result, in 2012, there were 
many more low qualification jobs than there 
were lowly qualified people to carry them out 
– the gap here was 4.3 million.

Concern has been expressed that in addition 
to suffering from high levels of unemployment, 
some groups in society – the young in particular 
– may also be more exposed to 
underemployment in that those in work want 

to work more than they do currently.  The 
Scottish evidence confirms that this is the 
case with men, those working in the private 
sector and the less well qualified also more 
likely to find their working hours constrained 
(Bell, 2013).  These patterns extend to other 
measures of labour underutilization.  The data 
presented here shows that there are large 
spikes in overqualification rates among similar 
groups: the young (20-24 year olds); part-
timers; white workers4 ; those working in 
hotels, restaurants and retail; and among 
those working in other services such as arts, 
entertainment and recreation (see Figure 2).

However, for graduates the pattern is muted.  
The most notable peak is among graduates 

Figure 2: Overqualification rates by selected 
characteristics, all workers, Britain, 2012
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4 This is at odds with other research which shows that non-whites have higher rates of overqualification (Battu and Sloane, 2002).  However, 
their results also show considerable variation within the non-white category.  Unfortunately, small sample sizes prevent further analysis on the 
2012 dataset alone.  However, pooling the six datasets is a possibility.
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working part-time.5  Among this group the 
overqualification rate in 2012 was 34.4% 
compared to 19.3% among full-timers.  Once 
again, hotels, restaurants and retail is the 
industry sector with the highest rate of 
overqualification with seven out of ten (70.4%) 
graduates saying that they do not need a 
degree to get hired to their current post (see 
Figure 3).  Rates are also high in the extractive 
industries such as agriculture and construction 
– both are sectors which are more reliant on 
low skill manual labour and have higher rates 
of labour turnover

5. Mismatch trends

The phenomenon of large excess numbers of 

jobs for people with no qualifications 
requirements – identified in Figure 1 – is not 
new, but rather it has emerged and grown over 
the last quarter of a century in many countries 
(McGuinness, 2006).  This excess arose, not 
because the numbers of jobs that do not require 
any qualifications rose, but because the 
number of people holding no qualifications fell 
substantially faster than the number of jobs 
which do not require qualifications.  The number 
of people with no qualifications fell by 6.1 
million between 1986 and 2012, reflecting 
successful expansion of the education system 
and the growth of qualifications over this 
period.  Meanwhile, the British economy saw 
the number of jobs requiring no qualifications 

5 Graduates are those who report possessing a first or higher degree.

Figure 3: Overqualification rates by selected 
characteristics, graduates, Britain, 2012 
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for entry fall by 2.2 million.  Figure 4 also shows 
how the differences between the supply of 
qualifications at all levels and the number of 
jobs at these levels has fluctuated over time.  
These results have been widely used by the 
UKCES in its evidence reports (e.g., UKCES, 
2009: 117-119; UKCES, 2010: 80).  

In addition to changes at the bottom of the 
labour market, there have been notable changes 
at the top.  Dramatic changes have taken place 
at level 4 or above.  Here, the undersupplies 
identified in 1986 and 1992 have turned into an 
oversupply of 1.5 million people in 2012. This is 
largely the result of the supply of graduates 
outpacing the growth in demand for graduate 
entry jobs. So, while the demand for degree 

holders rose by 4.8 million over the 1986-2012 
period, the supply of graduates rose by 5.9 
million.  Figure 5 illustrates how the gap 
between the number of graduates and the 
number of graduate-level jobs has changed 
over the last quarter of century.  Both supply 
and demand have risen to record highs, but the 
gap between the two has also risen and now 
stands at nearly 1.5 million.

Imbalances in the aggregate supplies of 
workers and numbers of jobs at each 
qualification level are an important factor 
underlying mismatches at the individual level, 
in which workers may have qualifications 
which are too high for their jobs.  To obtain a 
fuller picture of the utilization of qualifications 

Figure 4: Qualifications supply and demand 
mismatch, Britain, 1986-2012 
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Figure 5: Graduate supply and demand 
mismatch, Britain, 1986-2012
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Figure 6: Overqualification, Britain, 1986-2012
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in the economy, we investigate the match 
between each individual’s qualifications and 
their job’s requirements, and how this match 
has changed over time.

The results of the latest survey suggest that 
between 2006 and 2012 the long trend of rising 
levels of over-qualification in Britain was put 
into reverse (Figure 6).  From 1986 to 2006, two 
or three percentage points were added at each 
data point to the proportion over-qualified.  Yet 
between 2006 and 2012 the proportion fell by 
two percentage points, with an even sharper 
decline among graduates where it fell by six 
points.  This suggests that at a time when the 
supply of qualified workers was growing ever 
larger, better levels of matching were also 
taking place.  This is a major development since 
separate country studies using non-comparable 
indicators typically find that overqualification 
is prevalent in upwards of a fifth of the 
population (McGinnness, 2006).  In some 
countries, the overqualification rate has risen 
as in Britain, at least until 2012.  German data, 
for example, suggests that over-qualification 
among male full-time workers has increased 
from 23% in 1997 to 32% in 2006 (Rohrbach-
Schmidt and Tiemann, 2011).     

Another way of looking at the issue is to 
examine what happened to particular 

qualification groups over time in terms of their 
labour market experience.  Figure 7 examines 
the experiences of graduates.  Using the Labour 
Force Survey we estimate the number of 
graduates aged 20-60 who were economically 
active (all the surveys in the data series 
reported here cover this age range, although 
some have extended the age range to 65). From 
this, we calculate the percentage unemployed 
and from our data series we calculate 
overqualification rates among employed 
graduates.  The residual is the proportion of 
graduates who are in graduate-level jobs as 
reported by the level of qualification required 
on entry.  The results are shown in Figure 7.  
This shows that the matching rate for graduates 
dipped substantially in 2006 – falling from 
74.4% in 2001 to 68.5% in 2006 – before 
bouncing back in 2012 to its long-term level of 
around three-quarters (73.2%).  It also shows 
that the numbers involved in all three labour 
market statuses have increased as the number 
of graduates has rocketed. 

In order to take the analysis further, responses 
to questions posed elsewhere in these surveys 
can be used to examine whether those 
overqualified were able or unable to use their 
skills at work effectively.  This suggests that 
the ‘real overqualification’ rate – those over-
qualified and unable to use their skills at work 
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expressed as a proportion of all workers – has 
remained unchanged at between 12-13% over 
the 1992-2012 period.  Instead, most of the 
growth in ‘overqualification’ between 1992 and 
2006 was accounted for by ‘formal 
overqualification’, a problem of less importance 
in practice given that respondents said they 
were able to use most of their skills at work 
(see Table A2).  Over the entire 1992-2012 period 
the proportion of overqualified respondents 
who used little or none of their skills at work 
(i.e., the real overqualified) fell from 41.4% to 
34.1% (see Figure 8).  This suggests that the 
matching process is working rather better than 
the unadjusted overqualification figures would 

suggest.

However, the proportion of overqualified 
graduates who could not use their skills at work 
has risen since 1992, rising from 29.4% in 1992 
to 33.9% in 2012 (see Figure 9).  Nevertheless, 
the 2012 figure represents a fall from 2006, 
when it stood at 35.5%, and was a time when 
an historically high number of graduates 
entered the labour market.  

Scottish evidence is available for 2006 when 
boost funding was provided.  This suggests at 
that time the Scottish educational system was 
more successful than the UK in producing 
people with level 4 or above qualifications – in 

Figure 7: Graduate destinations, Britain, 1986-2012 
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Figure 8: Real and formal overqualification 
among overqualified workers, Britain, 1992-2012 
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Figure 9: Real and formal overqualification among 
overqualified graduate workers, Britain, 1992-2012 
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Figure 10: Qualifications supply and demand 
mismatch, Scotland versus the UK, 2006 
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2006, 37.3% of those in Scotland possessed 
these qualifications compared to 32.8% of 
those in the UK (see Table A3).   However, in 
proportionate terms Scotland had fewer jobs 
requiring level 4 or above qualifications on 
entry.  So, there was a ten percentage point 
qualification gap in Scotland compared to a 
gap of three percentage points in the UK as a 
whole (see Figure 10).  At the other end of the 
scale, in 2006 both economies had reduced the 
number of people who had no qualifications to 
their name – this category accounted for about 
one in ten people (9.8% in Scotland and 9.4% 

in the UK).  However, the Scottish economy had 
proportionately more jobs that did not require 
qualifications on entry (31.6% compared to 
28.2% in the UK).  In 2006, Scotland had a 22 
percentage point gap between the demand 
and supply of jobs/people in the ‘no 
qualifications’ category compared to a gap of 
19 percentage points for the UK as whole.  The 
policy implication is that while the education 
system in 2006 had successfully equipped the 
Scottish workforce with higher qualifications, 
the Scottish economy had not sufficiently 
upskilled its qualification demands.  A similar 
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pattern was found in the rest of the UK in 2006, 
but in Scotland it was more pronounced.

In spite of this, individual matching between 
individuals’ qualification levels and job entry 
requirements in Scotland was no different to 
other parts of the UK.  Similarly, real and formal 
overqualification rates were more or less the 
same in Scotland as in the rest of the UK in 2006 
(see Table A3).  Furthermore, there was evidence 
that even in the face of a rapid increase in the 
number of graduates, a greater proportion of 
those not in graduate jobs were able to use their 
skills and abilities nonetheless.  In 2006 one in 
ten (10.4%) graduate workers outside of Scotland 
said that they could not use the skills they had 
accumulated at work compared to one in fifteen 
(6.6%) similarly qualified workers in Scotland.  
In other words, although overqualification rates 
among graduates were similar across the UK in 
2006, the more wasteful form of overqualification 
(real) was less prevalent in Scotland.

6. Conclusion

Given the level of public investment in skills 
development, it is easy to see why there has 
been considerable interest in minimizing levels 
of skills underutilization.  Wasted skill resources 
can have negative consequences for the 
individual both in terms of pecuniary and non-

pecuniary benefits (such as job satisfaction and 
well-being), for the employer’s business and for 
the national economy.  Yet we also know that it 
is not always possible for people to find 
employment that effectively uses the skills and 
educational qualifications they have. The pace 
of educational expansion may not be closely 
matched to the increasing demand from 
employers, and search processes by employers 
and employees are often imperfect.  We 
therefore need to assess the scale of the 
problem, identify where skills underutilization 
occurs and then set about minimizing its 
occurrence.  For that to happen, we need to be 
able to draw on robust evidence.  Unfortunately, 
such evidence is in short supply in Scotland and 
some of it is dated.  The recent Scottish 
Parliamentary Inquiry into underemployment 
recognized this omission and called on the 
Scottish Government to collect more data on 
skills underutilization given that ‘aligning skills 
and qualifications with employment 
opportunities is a key issue for the future of 
Scotland’s economy’ (Scottish Parliament, 
2013: 28).

In the absence of recent Scottish data, this 
paper presents some of the British results.  
These suggest that between 1986 and 2006 
aggregate mismatches in qualifications 
supplied and those demanded were growing 
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rapidly and overqualification rates were also 
rising.

Nevertheless, much of the growth in 
overqualification during that period was in 
name only given that a greater and greater 
proportion of the overqualified were able to 
use the skills they had acquired.  Real 
overqualification rates – where respondents 
possessed qualifications higher than required 
on entry and found it difficult to use a good 
proportion of their accumulated skills at work 
– barely changed.  The 2012 results suggest 
that the matching process has improved with 
overqualification rates falling for the first time 
since the series began.  What the results cannot 
tell us is how different Scotland is in these 
respects nor can we trace the relative impacts 
that matching or misalignments may have on 
worker well-being, job satisfaction and pay in 
the Scottish context.  It is hoped that the 
resumption of data collection on skills used at 
work in Scotland, as recommended by the 
Scottish Parliament, will allow this to happen 
in the future.
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Notes:

‘Demand’ + ‘Vacancies’ indicates the number of jobs with highest qualifications requirements at each level plus the number of estimated 

vacancies at each level; ‘Supply’ indicates the number of people holding highest qualifications at each level.  Estimates were obtained as 

follows:

•	 Demand	and	Vacancies:	for	each	year,	using	the	spring	Labour	Force	Survey,	an	estimate	was	derived	of	the	total	number	of	individuals	

aged 20-60 years old who were in paid work in Britain.  To exclude Northern Ireland in these (and the supply calculations) we used URESMC 

(in 1986 URESCOMH) and weighted the results by the population weight (PWT11 in 2012, PWT07 in 2006, 2001, 1997 and 1992 and PWT03 

in 1986).  These weights have been used in accordance with ONS’s reweighting exercise (Palmer and Hughes, 2008).  This figure was multiplied 

by the percentage of survey respondents who reported that access to their jobs required highest qualifications at one of the levels shown.  

The demand figures are thus estimates of the number of jobs in Britain that demand qualifications at various levels. The analysis was 

restricted to individuals’ main job; secondary jobs were not included. The vacancy totals for 1986, 1992 and 1997 were taken from the 

Jobcentre vacancy data – averages of April, May and June were used with downward adjustments made to arrive at British estimates (ONS, 

2001: Table 20; Machin, 2003).  However, comparing Job Centre vacancy figures for April 2001 with Vacancy Survey figures for the same 

month suggests that 35.4% of all vacancies are captured by these Job Centre counts (Machin, 2003: 360).  The Job Centre vacancy totals 

for 1986, 1992 and 1997 were grossed up accordingly.  The 2012 vacancy totals have been taken from the Vacancy Survey for April, May 

and June 2012 (ONS, 2012: Table VACS01).  Figures for 2006 and 2001 have been taken from the same source for the corresponding months 

in respective years (the Vacancy Survey only started reporting in April 2001) (ONS, 2009: Table 21).   For each year, the qualification levels 

required of those in work 12 months or less have been calculated. The resulting proportions were multiplied by the total number of vacancies 

for each year.  The demand and vacancies columns are a summation of the total number of jobs occupied and the vacancies at each 

qualification level. 

•	 Supply:	for	each	year,	using	the	spring	Labour	Force	Survey,	an	estimate	the	total	number	of	individuals	who	possess	qualifications	at	

each level was derived.  These estimates include all economically active people, including the unemployed.  To arrive at these estimates 

we used the EMPLOYEE and LOOKING variables for the 1986 Labour Force Survey and the INECACA derived variable for 1992 onwards 

(although the equivalent variable was INECACR in 1997, 2001, 2006 and 2012). For comparability with the demand figures, we restricted the 

analysis to those aged 20-60 years old living in Britain.  Despite the greater detail provided by the LFS on qualifications held (such as the 

ability to differentiate those with one or two A levels, hence allocating individuals precisely across the Level 2/3 divide), for comparability 

we used the simpler qualification protocols used in deriving the qualification bands for the demand and vacancies data.

For 1986, the QUALSM1, QALCHECK and APPRENT variables were used to derive the following categorisation: Level 4 or above = higher degree, 

first degree, other degree level, BTEC/BEC/TEC higher, teaching – secondary, teaching – primary, nursing; Degree = higher degree, first 

degree, other degree level; Professional qualifications = BTEC/BEC/TEC higher, teaching – secondary, teaching – primary, nursing; Level 3 

= BTEC/BEC/TEC general, A level, completed trade apprenticeship; Level 2 = City and Guilds, O level; Level 1 = CSE, other professional 

qualifications; No qualifications = none reported.

For 1992, HIQUAP was categorised as follows: Level 4 or above = higher degree, first degree, other degree level, BTEC etc higher, teaching 

– further education, teaching – secondary, teaching – primary, teaching – level not stated, nursing; Degree = higher degree, first degree, 

other degree level; Professional qualifications = BTEC etc higher, teaching – further education, teaching – secondary, teaching – primary, 

teaching – level not stated, nursing; Level 3 = BTEC (etc) general, A level and equivalent, completed trade apprenticeship; Level 2 = City and 

Guilds, O level and equivalent, RSA; Level 1 = CSE below grade 1, YT certificate, other; No qualifications = none reported.

For 1997 and 2001, we used the derived variable HIQUAL, while HIQUAL5 was used for 2006 and HIQUAL11 for 2012.  Appropriate amendments 

were made for the ever-lengthening list of qualifications. 
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Notes:

The ‘over-qualified’ are defined as those workers who have qualifications which exceed the level of qualification required 

for the job.  This group is then sub-divided according to the response given to the question: ‘How much of your past 

experience, skill and abilities can you make use of in your present job?’  Those answering ‘very little’ or ‘a little’ (and 

reporting over-qualification) are classified as experiencing ‘real over-qualification’.  The remainder, that is, those 

responding ‘quite a lot’ or ‘almost all’ are classified as experiencing ‘formal over-qualification’ (cf. Green and Zhu, 2010: 

750-752). Rounding accounts for the additive errors between columns and proportionately more missing data among 

graduates to the 1992 follow-up question.  The skills in use question was not asked in the 1997 survey.

Source: authors’ own calculations.

Table A2: Real and Formal Overqualification, Britain, 1992-2012
1992 2001 2006 2012

All workers
Overqualified 29.4 35.5 39.1 36.9

Real 
overqualified

12.2 12.5 12.8 12.6

Formal  
overqualified

17.3 23.1 26.4 24.4

Graduates
Overqualified 22.2 23.3 28.7 22.8

Real 
overqualified

6.4 7.0 10.2 7.7

Formal  
overqualified

15.3 16.3 18.5 15.0
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Table A3: Qualifications demand and supply, All workers, Scotland, 2006
Demand Supply

Highest qualification required

Number of jobs (%)

Highest 
qualification 
held (‘000s of 

people)

(5)(1)

Jobs

(2)

Vacancies 

(3)

Total 
demand 

(4)

Level 4 or above
626,798

(27.9)

9,486

(18.6)

636,284

(27.7)

876,479

(37.3)

Degree
379,673

(16.9)

4,845

(9.5)

384,518

(16.7)

505,209

(21.5)

Professional 
qualifications

247,125

(11.0)

4,641

(9.1)

251,766

(11.0)

371,270

(15.8)

Level 3
417,865

(18.6)

8,364

(16.4)

426,229

(18.6)

664,996

(28.3)

Level 2
238,138

(10.6)

5,763

(11.3)

243,901

(10.6)

373,620

(15.9)

Level 1
262,851

(11.7)

5,559

(10.9)

268,410

(11.7)

204,433

(8.7)

No qualifications
703,182

(31.3)

21,777

(42.7)

724,959

(31.6)

230,281

(9.8)

Totals 2,246,588 51,000 2,297,588 2,349,809
Source: Felstead and Green, 2008: Table 3.4.
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Notes:

This table focuses on the 2006 data set only.  For several reasons the data given here are not directly comparable to those presented elsewhere 

in this paper.  It is based on information given by respondents aged 20-65 and not 20-60 as elsewhere, it includes data gathered in Northern 

Ireland (hence the Rest of the UK comparison) and it uses recently calculated weights (unlike Figure 10 which reproduces data presented 

elsewhere, Felstead, 2007: Figure 4).

Source: authors’ own calculations.

Table A4: Real and Formal Overqualification, Scotland versus 
Rest of the UK, 2006

Scotland Rest of the UK

All workers
Overqualified 38.9 38.6

Real 
overqualified

12.9 12.5

Formal  
overqualified

26.0 26.1

Graduates
Overqualified 27.7 28.9

Real 
overqualified

6.6 10.4

Formal  
overqualified

21.1 18.6
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