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Summary 

The DWP has an aspiration of achieving an 80% employment rate, which it describes as “a 
modern vision of full employment.” We welcome the aim of increasing employment 
opportunity and raising the rate. However, we think that there is a lack of clarity in how the 
aim is defined. The DWP should set out who it thinks should be expected to be outside the 
labour market, and how many people it estimates fall into these categories. It should then 
use the percentage of working-age people remaining as the basis of its employment 
aspiration.  

In addition, the DWP proposes, for the purpose of measuring progress towards the 
employment aspiration, to introduce an extra employment ratio, defined in a way which 
could be confusing. We think it should stick to a clear percentage of those of working age 
who are in work. At present, a person will count as employed if they work for one hour a 
week. We ask the DWP also to publish statistics on the number of people working for 16 
hours a week or more. An extra measure of people in work over the State Pension age 
should also be set. 

We found that not enough attention is being paid to the problem of overlapping 
disadvantages. New Deal packages offer different types of support depending on the type of 
benefit which a person claims, but in reality the barriers to employment an individual faces 
will vary in each case. A person with multiple barriers to employment may well not receive 
the right mix of support. The Building on the New Deal programme, which the DWP 
announced in 2004, would have been an important step towards tackling this issue, but it 
seems to have been delayed indefinitely, and the Minister could not give us any 
information on when, or if, it would arrive. We are concerned that this approach may be 
abandoned and we recommend that the BoND programme, or another programme based 
on the same principles, should be piloted as soon as possible. 

Whilst Jobcentre Plus focuses on job entry, we found that job advancement and retention 
were as important for helping people leave benefits and escape poverty. Our visit to New 
Zealand convinced us that an outcomes focus, with ongoing support and a focus on job 
quality, was needed. Although there are no easy solutions to these issues, we think that 
targets both for Jobcentre Plus and contracted provision should recognise the importance 
of sustainable employment lasting 26 weeks or more. We were impressed with the 
“pipeline” approach piloted in the Ambition and Fair Cities programmes by the National 
Employment Panel, where tailored training programmes are created to meet the needs of 
local employers, in exchange for a guaranteed job interview. We would like to see this 
approach put into practice more widely. 

The Leitch Review of Skills, which reported during our Inquiry, made some 
recommendations which we support. The Government should be prepared to invest 
significantly in putting these proposals into action. Low skills is one of the most important 
barriers to work. We ask for clarity on how some of the proposals would interact with 
existing arrangements. 

We took evidence on the Cities Strategy, which the DWP is piloting in 15 areas, and visited 
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Glasgow to find out first-hand how the Strategy is being planned. We think that it has the 
potential to make a difference to inner-city worklessness and poverty. However, we do not 
think this will happen unless local consortia are given the flexibility to pool budgets, tailor 
programmes and have a real influence over procurement decisions. We ask the DWP to 
grant this flexibility, and, in particular, to ensure that the recent moves towards centralised 
procurement do not prevent Cities Strategy consortia from exercising control over 
budgets. 

We also looked in detail at the barriers to work faced by three groups of people with 
especially low employment rates.  

People over 50 are now increasingly likely to be in work, but there is still a large pool of 
people on inactive benefits who are not benefiting from this trend. Employment 
programmes available to older workers do not always suit their needs. We ask the DWP to 
audit its programmes to ensure that they are working well for older people, and to set a 
target to increase the employment rate of this group. We stress the importance of making 
sure older people receive support and do not drift away from the labour market to become 
involuntarily “early retired”. 

Lone parents are likely to face a range of barriers to work, and we conclude that increasing 
conditionality is not necessarily the best way to increase their employment rate. We ask the 
DWP to consider making the Work-Related Activity Premium available to all lone parents 
on an opt-in basis. We welcome pilots of the New Deal Plus for Lone Parents and 
recommend a wider roll-out of this programme. Lone parents, and others, face particular 
problems in London and we ask the DWP to consider offering enhanced work incentives, 
and to explain how it plans to tackle this issue. 

People from ethnic minorities are not a homogenous group; very high and low 
employment rates are found among different ethnic and gender groups. We are concerned 
that the Ethnic Minorities Outreach programme, which was showing promising early 
results, has been wound up and the money fed into the Deprived Areas Fund, which does 
not include a specific focus on people from ethnic minorities. We ask DWP to allow 
procurement using Deprived Areas Fund money to take place at a local level, to allow small 
local providers to continue working. We think more English Language training should be 
available for those who would benefit from it. 

As DWP contracts out more functions to the Private and Voluntary sectors, we ask it to 
ensure that the Prime Contractor model does not result in the demise of local providers 
and a loss of expertise. Small-scale operations are vital for outreach into more deprived 
communities, which will be essential if the employment rate aspiration is to be achieved. 

Finally, the DWP has recently launched a review of its welfare to work strategy. We are 
concerned that there is not enough detail about how interested parties can contribute. 
Welfare to work is a complex area and a rushed review would be a backward step. We ask 
the DWP to ensure the review is conducted in a transparent manner, engaging all 
stakeholders. 
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1 Introduction 

Background to the Inquiry 

1. The Department for Work and Pensions Five Year Strategy, published in February 2005, 
announced the Government’s long-term aspiration for an employment rate of 80%: 

“We are on the verge of achieving our initial aspiration of having at least 75 % of the 
working-age population in work. The next stage will be even more stretching with a 
long-term aspiration of moving towards an employment rate equivalent to 80 % of 
the working age population […] This is a modern vision of full employment.”1   

2. The aim was reiterated in the Department’s January 2006 Green Paper, A new deal for 
welfare: empowering people to work, in which the connection is made to other important  
objectives: tackling child poverty  -“for individuals and families […] work is the best route 
out of poverty”; and meeting the challenge of an ageing society: “only by ensuring that 
everyone who can work is in work can we secure dignity and independence in 
retirement.”2  

3. Previous Committee inquiries have touched on the Government’s employment strategy. 
In our inquiry on the Efficiency Savings Programme in Jobcentre Plus, for example, we 
expressed our concern about the uncertain direction of policy: 

“Vacillation about the future of BoND [Building on the New Deal], small-scale 
adoption of Ambition [see Chapter 4], uncertainty over New Deal funding, a 
reduction in the use and scale of the Adviser Discretion Fund, major reductions in 
Work-Based Learning for Adults and the 2005 contracting problems, are significant 
issues in themselves.  The cumulative impact is even more considerable.  We are 
concerned that some good provision – which saves money in the long run – could be 
lost. We recommend that DWP and Jobcentre Plus should commission an 
independent overall review, with significant stakeholder involvement, of its 
provision of employment and training programmes, the effectiveness, costs and 
benefits of those programmes, and how funding is prioritised. The results of the 
review should be made available to the Committee.”3  

4. In our report on Pension Reform, we concluded that: 

“Getting more older people into work will be necessary both for pensions reform to 
be successful and for the achievement of the Government’s aspiration to reach an 
80% employment rate.  However, as alluded to in the evidence we received, achieving 
this aim will be a considerable challenge.   

 
1 Department of Work and Pensions, Five Year Strategy: Opportunity and Security Throughout Life, Cm 6447, February 

2005, p 22 

2 Department of Work and Pensions, A New Deal for Welfare: Empowering People to Work, Cm 6730, January 2006, pp 2-
3 

3 Second Report of Session 2005-6, The Efficiency Savings Programme in Jobcentre Plus, HC 834, pp 3-4 
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Partly because of this complexity, and the importance of older workers, the 
Committee has decided to conduct an inquiry in the autumn into the Government’s 
employment strategy and will include as part of that a detailed study of this aspect of 
labour market policy.  We will therefore return to the matter later this year.”4  

5. We therefore announced on 24 July 2006 our inquiry to: 

“examine the effectiveness of the Government’s employment strategy and the action 
required to achieve the aim of increasing the employment rate to 80%.” 

6. As we had recently conducted an inquiry into Incapacity Benefits and Pathways to 
Work, we decided not to focus on people who were prevented from working, or found it 
difficult to work, because of ill health or disability. Instead, we announced that we would 
“examine some of the measures proposed in the recent Welfare Reform Bill and will 
predominantly focus upon lone parents, people aged 50+ and ethnic minorities.” Together 
with people with the lowest qualifications, these groups are the focus of the Department’s 
PSA Target 4 – relating to the employment of disadvantaged groups.  

7. We announced that we would particularly examine: 

• the barriers to work, such as housing costs and employers’ attitudes, 
experienced by the above groups; 

• the effectiveness of DWP’s national employment programmes, such as the 
New Deal and Employment Zones, and the different pilot schemes in 
operation around the country; 

• area-based variations in employment rates in both urban and rural areas and 
the initiatives aimed at tackling them, including the new Cities Strategy; 

• the provision of services by, and the contracting out of functions such as 
work-focused interviews to, the private and voluntary sectors; and 

• job sustainability. 

8. We received 38 pieces of written evidence and held seven oral evidence sessions. The 
Committee also conducted two visits, one to Glasgow and one to New Zealand. We are 
grateful to all those who contributed to the inquiry. Thanks are also due to our two 
Specialist Advisers who provided invaluable assistance throughout the process, Professors 
Dan Finn from the University of Portsmouth and Jane Millar from the University of Bath. 

Scope of the inquiry 

9. The Committee considered it important to analyse the employment rates of people who 
are lone parents, members of ethnic minorities or aged over 50 as a way of examining the 
effectiveness and relevance of the PSA target. We therefore requested information from the 
DWP and the House of Commons Library, which is included in Appendix 1. 

 
4 Work and Pensions Select Committee, Fourth Report of Session 2005-6, Pension Reform, HC 1068, para 411 
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10. The information provided by the DWP shows that inactivity rates are high for all of the 
groups on which our inquiry focused. The unemployment rates of lone parents and people 
from ethnic minorities are also higher than the average. The unemployment rate of people 
over 50 is low, but we found that there were still important issues to be addressed for this 
group, as Chapter 7 explains. 

Table 1: Employment status of PSA target groups5 

 Employment Rate Unemployment Rate Inactive Rate 

Working age 
population 

74.9% 3.8% 21.3% 

Disabled 49.3% 4.0% 46.7% 

Over 50s 69.9% 2.2% 27.9% 

Lone parents 53.1% 5.9% 41.0% 

Ethnic Minorities 60.0% 7.3% 32.7% 

No Qualifications 50.3% 4.9% 44.8% 

 

11. We also requested further information about the analysis DWP had done on the extent 
to which characteristics associated with being at a disadvantage in the labour market 
overlapped, and the impact on chances of employment of having multiple disadvantaging 
characteristics. The information provided suggests that having more than one 
disadvantaging characteristic considerably reduces a person’s chances of finding work. For 
example, compared to an overall employment rate of 74.9%, in Winter 2003: 

• There were 235,046 disabled people over the age of 50 with no qualifications. 
Only 24% of this group was employed. 

• There were 67,950 people who were disabled, over 50, of an ethnic minority 
and with no qualifications. 17.4%% of this group were in work.6  

This led us to focus on the nature of the support available to help such disadvantaged 
groups find and keep paid work. Overlapping disadvantage became a key theme of the 
inquiry. 

DWP’s Review 

12. On 19 December 2006, the DWP announced a review of welfare to work strategy. The 
Rt Hon John Hutton MP, Secretary of State for Work and Pensions, said that the review 
would focus on three sets of issues -  

• the design of welfare to work policy including the balance between rights and 
responsibilities, whether and how incentives to work should be strengthened, 

 
5 Source: DWP, Ev 330 

6 Ev 330 
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and whether there is a role for greater conditionality within the benefit 
system;  

• the devolution of welfare and the developing of local initiatives to open up 
new opportunities for delivering employment services to disadvantaged 
communities; and  

• the delivery of welfare over the next ten years including how a more effective 
market in the provision of employment services can be built with a more 
'customer-focused' welfare delivery system.7 

13. We note the launch of the review, on which we comment further in Chapter 11. 

Key challenges 

14. The evidence we received suggested that, while much has been achieved – there has 
been a significant increase in lone parent employment, for example – there are a number of 
problems with the current strategy.  In particular it became clear to us that:  

• more effective ways need to be found to engage those furthest from the labour 
market with programmes such as the New Deals;  

• more flexibility is needed to allow the New Deals to respond effectively to 
individual needs and circumstances;  

• there needs to be more flexibility at local level to allow the development of a 
strategy appropriate to the local labour market;  

• there needs to be more effective engagement with employers, particularly in 
the design of employability and training programmes that are effective in 
moving disadvantaged people into sustainable employment; and  

• a more effective strategy is needed to assist people to remain in work and to 
progress.  

These issues run through the report.  

15. Achieving improvements in these areas is undoubtedly a challenge but will be essential 
if the Government is to have a chance of achieving its employment rate aspiration. The 
2007 Comprehensive Spending Review will cover departmental allocations for 2008-09 to 
2010-2011. DWP’s allocation for this period has already been agreed, and will result in 
reductions of the DWP’s Departmental Expenditure Limits of 5% a year in real terms over 
the Comprehensive Spending Review period.8 As resources are limited, it will be all the 
more important to ensure that money is spent effectively. 

 

 
7 Rt Hon John Hutton MP, Welfare Reform: Ten years on, ten years ahead, 18 December 2006, www.dwp.gov.uk 

8 HM Treasury, Budget 2006, HC  968, March 2006, p 136  
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2 The 80% Employment Aspiration 
16. The DWP’s 80% aim is a challenging one. The DWP has pointed out that if achieved, it 
would “mean out-performing every other country in the world (bar Iceland),” and would 
be a higher rate than at any time in the UK’s history. To achieve it, the DWP has 
acknowledged that it will need to focus on “those areas and communities with the highest 
levels of worklessness.”9  

17. Organisations working with disadvantaged groups have welcomed the employment 
rate aspiration. SKILL (The National Bureau for Students with Disabilities) described it as 
“an ambitious target but one which can be achieved” with the right support to people on 
benefit,10 and many other groups who gave evidence to us broadly agreed with this 
assessment.11 Achieving the aspiration will be demanding, and later chapters will consider 
in more detail what needs to change in order to meet the challenge. We welcome the 
setting of an employment rate aspiration and the DWP’s commitment to making sure 
everyone has the opportunity to work.  

18. However, there is a lack of clarity about precisely what the 80% aim represents and why 
it has been set. The DWP explained in its memorandum to this inquiry that the 80% 
aspiration had been chosen as a “stretching, achievable and relevant long-term aim (both 
overall and for key disadvantaged groups)”, but one which recognised that “a proportion of 
the working age population will be outside the labour force at any one time – for example 
because of early retirement, caring responsibilities, ‘frictional’ unemployment or 
disability.”12 In the DWP’s five-year strategy, the 80% aim is described as “a modern vision 
of full employment that will eliminate pockets of marginalisation and extend real 
employment opportunity to all.”13 

19. This suggests that the DWP considers that the 80% aim represents the rate that would 
be reached if everybody of working age in the UK was in employment, except for those 
who have a good reason to be outside the labour market. It is our view that, if this is the 
reasoning behind the 80% aim, the DWP should set out the groups which it considers 
should not be expected to be in the labour market. It should then set out its estimates for 
the numbers of people of working age who are within these groups. Its employment rate 
aspiration should then be based on the number of people remaining once these groups 
have been subtracted from the UK working age population.  

20. Taking the working age population as a starting point, the DWP identifies three groups 
who should not be expected to be within the labour market; people who have taken early 
retirement, those with full-time caring responsibilities, and people who are not capable of 
working due to severe disability or illness. We consider that, in addition, people in full-time 
education or training should not be expected to work.  

 
9 Ev 243, Ev 242 

10 Ev 156 

11 See for example Ev 157, Ev 223, Ev 264 

12 Ev 244 

13 Department for Work and Pensions, Employment Opportunity for All: Five Year Strategy, Cm 6447, February 2005, p 6 
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21. The 80% aspiration is described by DWP as “long term.”14 With this in mind, we accept 
that the numbers of people falling into the above groups are likely to change over time. In 
addition, the groups are not fixed in size, as there is room for disagreement over what level 
of “caring responsibilities” or disability a person needs to have before they are considered 
not to be expected to work. Furthermore, while we might not expect a lone parent, for 
instance, to work if no childcare is available, we might expect them to look for work if 
high-quality, affordable childcare is offered. However, an estimate can be made, and we 
consider that such an estimate is the only sound basis for the setting of a long-term 
employment rate aspiration. 

22. We recommend that the DWP produce a clear list of the groups which it thinks 
should not be expected to work, together with estimates for the percentage of the UK’s 
working age population which fall into each of the groups it has identified. We 
recommend that it should then take the percentage of the population which remains as 
its long-term employment rate aspiration.  

23. A further point should, in our view, be taken into account in setting the employment 
rate aspiration. In order to count as “employed,” a person only needs to do one hour of 
paid work a week.15 This is the definition accepted by the International Labour 
Organisation (ILO) and the Organisation for Economic Co-Operation and Development 
(OECD). Whilst we accept that the one-hour measure is useful in making international 
comparisons, we do not consider it appropriate for tracking progress towards the 
employment aspiration. Using the one hour measure, it would be possible to meet the 
employment aspiration by directing the efforts of Jobcentre Plus and other providers 
towards increasing the number of people working a very small number of hours. However, 
working for a few hours a week is not enough to lift a person out of poverty or to allow 
them to stop claiming benefits, and these should be the aims of the DWP’s policies. 
Measuring the proportion of people who are working for sixteen hours a week or more 
would track progress towards these two aims. We therefore recommend that the DWP 
publish employment rate measures relating both to the ILO definition and to those 
who work for 16 hours a week or more. 

Measuring the employment rate 

24. Once the employment rate aspiration has been set, the question remains of how the 
rate should be measured. In its submission to this inquiry, the DWP explained to us that 
“[c]urrently employment is measured using the employment rate, which is the number of 
employed people aged between 16 and State Pension age (16 to 64 for men and 16-59 for 
women) as a percentage of the population aged between 16 and State Pension age.”16  

25. The DWP stated that it is “minded” to adopt, in addition, a new measure of 
employment to track its progress towards the 80% employment aspiration. This measure 
would be obtained by dividing the total number of employed people in the UK aged over 

 
14 Ev 242 

15 “People aged 16 or over are classed as employed by the Labour Force Survey (LFS) if they have done at least one hour 
of work in the reference week or are temporarily away from a job (for example, if they are on holiday).” 
www.statistics.gov.uk, “What is employment”. 

16 Ev 330 
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16 by the working age population, aged 16-State Pension age. This is not a rate, but a ratio, 
as the DWP acknowledges.17 Mr Jim Murphy, the Minister of State for Employment and 
Welfare Reform, told us that the DWP’s “intention was to publish both an employment 
rate and an employment ratio.  We have not come to a formal decision as to when we 
would publish both but we are determined to do so.”18 

26. The DWP told us that the proposed new “employment ratio” was “consistent with the 
employment/population ratio used by the OECD.”19 The OECD uses a range of different 
ratios to measure employment.20 

27. The choice of measure is significant because it is likely to influence spending and policy 
decisions in the area of employment strategy, particularly if it is incorporated into Public 
Service Agreement targets. In choosing a measure, the DWP will need to consider the 
impact of both current policies on the State Pension age, and potential future policy 
decisions on the school leaving age. 

28. We asked the DWP whether it had consulted the Office of National Statistics (ONS) for 
its view of the “employment ratio”. The DWP told us that it had approached the ONS 
informally and that the ONS was “content” with the proposal, and had advised the DWP to 
make a formal approach. The DWP also said it was “minded” to start a “small” 
consultation on the use of the proposed measure after the publication of this Report.21  

People aged 16-18 

29. Some witnesses suggested that the proposed measure was flawed because it included 
people aged between 16 and 18. The DWP would therefore need to promote employment 
for people in this group in order to achieve its aspiration, whilst the DfES has the aim of 
increasing the proportion of young people staying in education or training. The Age and 
Employment Network (TAEN) stated in written evidence that “[t]he public policy 
objective is to increase the proportion of each succeeding age cohort who stay in education 
to get qualifications at Level 3 and 4. To have an objective to raise the employment rate of 
the age cohort as a whole contradicts that. Policy should focus on the number of under-25s 
who are in neither education nor employment (NEETs).”22  

30. In response to these concerns, the Minister for Employment and Welfare Reform, Mr 
Jim Murphy, told the Committee that “[a]t age 16 those folk are able to make their own 
decision as to whether they should be in education or in the world of work.  Obviously, the 
Government’s preference is for folk to avail themselves of maximum academic 

 
17 Ev 245 

18 Q 439 

19 Ev 330 

20 See, for example, “The employment-to-population ratio is defined as the proportion of an economy’s working-age 
population that is employed,” http://stats.oecd.org, and “The employment/population ratio refers to the persons 
employed aged 15 and over divided by the population aged 15-64,” from OECD, Boosting Jobs and Incomes: Policy 
lessons from reassessing the OECD jobs strategy, 2006, www.oecd.org, p 7.  

21 Ev 330 

22 Ev 143 
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opportunity, but at that point where someone makes the decision to be in the workplace I 
think it would be wrong not to measure them within the statistics.”23 

31. Lord Leitch, in his recent report on skills, recommended that the Government should 
move towards raising the age until which people must remain in “full or part-time 
education or workplace training”24 to 18, and recent speeches have indicated that Ministers 
are considering such a move.25  

32. In the meantime, Dave Simmonds of Inclusion told us that keeping the 16-18 group in 
the employment rate was a good thing, as it obliged the DWP to work harder on other 
groups as the employment rate of the 16-18 group fell: 

“the DfES’s targets do drag down the contribution that that age group is making to 
the 80%.  We actually do not see that as a problem, we actually see it as a good thing 
overall because one of the effects […] is, to […] refocus policy makers’ attention on 
to the other age groups […] if we are going to be taking one age group increasingly 
out of the labour market […] it means we have to put more efforts into the older age 
groups.  So that tension between those policies is actually a productive one as long as 
people are drawing the right conclusions and redirecting their efforts.”26 

33. People aged 16-18 who are NEET – not in education, employment or training – are an 
important group, and must not be allowed to become out of touch with education and 
training opportunities and the labour market. Although this inquiry did not focus on this 
group, we did hear that the current system failed to monitor them. Professor Paul Gregg 
told us: “The problem that goes back to the engagement issue with partners is that once 16-
17 year olds leave full-time education we have no means of contact with them. They do not 
receive unemployment benefits – they are not eligible until they reach 18.  We do not have 
any kind of system that picks them up.  Clearly, we have seen evidence that Connexions 
has not been terribly successful at picking them up.”27  

34. As we noted above, Lord Leitch’s review of skills, which is discussed in Chapter 5, 
recommends a rise in the school leaving age in the long term. If implemented, this would 
help ensure that people in the 16-18 age group did not become NEET: 

“Despite recent improvements, the UK’s post-16 participation in education and 
training is below the OECD average. At age 17, 83% are enrolled in education and 
training, compared to more than 90% in the best performing countries. International 
evidence suggests that parity of esteem of the vocational route and a smoothing of 
the current break point at age 16 are needed to achieve world-leading levels of post-
16 participation in education and training. The new specialised Diplomas in England 
are critical to increasing participation in education and training for all young people. 
[…] Once the Government is on track to successfully deliver Diplomas, with rising 

 
23 Q 441 

24 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, TSO, December 2006, p.16 

25 See for example www.news.bbc.co.uk, School leaving age set to be 18, 12 January 2007, and www.guardian.co.uk, 
Brown backs school leaving age rise, 31 January 2007. 
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participation at age 17 and significant improvement in the OECD rankings, it should 
implement a change in the law, so that all young people must remain in full or part 
time education or workplace training up to the age of 18.”28 

35. The measure of the working age population should continue to start from the 
school leaving age, whatever that may be. The issue of NEETs aged 16-18 will remain a 
crucial one, and we note that DfES publishes a measure of the numbers of people aged 
16 to 18 in employment or training. 

People over the State Pension age 

36. Using the DWP’s proposed “employment ratio” would have one main advantage: it 
would take account of the growing number of people over the State Pension age who are in 
work. The DWP noted in its submission that excluding people over the State Pension age 
“is a significant omission – there are already over one million people aged over State 
Pension age and in work, and the Government has an ambition to extend opportunities 
and choice to enable older people to stay in, and enter, the labour market. The headline 
measure of employment therefore currently excludes a significant proportion of one of the 
hardest to help groups.”29 

37. We also heard evidence suggesting that the measure used to track progress towards the 
employment rate should include women aged up to 65, in line with the planned increase in 
the State Pension age (SPA) for women. TAEN told the Committee that we should 
“support measurement of the 80% employment rate target on the basis of men and women 
to age 64 from now on, even though the increase in the SPA will take another 14 years to 
come into effect. Given female life expectancy, pension prospects and patterns of working 
life there is no case for a lower age ceiling for women.”30 However, for the sake of clarity, 
we recommend that the DWP retain the link between the employment rate and the 
SPA. The measure should, of course, change in future in line with planned increases in 
SPA. 

38. We recognise the DWP’s concerns about measuring the employment rate of people 
aged over the SPA. We agree that continuing to work over the SPA is a choice many people 
are making, and one that will probably become more common if life expectancies continue 
to rise.31 It would be desirable, therefore, for the DWP to have a target for the number of 
people over SPA in work.  

39. TAEN/Help the Aged suggested that one way of doing this would be to have an extra 
target for people over the SPA. The DWP already has an aim of getting 1 million extra 
people over 50 into work. TAEN suggest that “increases in 65+ workers should not be part 

 
28 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 16 

29 Ev 245 

30 Ev 142 

31 “Life expectancy at age 65 in the United Kingdom has reached its highest level ever for both men and women. Men 
aged 65 could expect to live a further 16.6 years and women a further 19.4 years if mortality rates remained the 
same as they were in 2003-05. […] Life expectancy at birth is also at its highest level for both males and females. 
Boys and girls born in the United Kingdom could expect on average to live to 76.6 years and 81.0 years of age 
respectively.” Source: http://www.statistics.gov.uk 



14  

 

 

of the +1m target for over-50s.”32 Instead, they suggested the DWP should set a 
supplementary target. This would be a good way of reflecting the aim of increasing 
opportunities for people over the SPA to work, without creating a confusing measure of 
employment rate. We recommend that the DWP agree a PSA target of increasing the 
proportion of people over State Pension age who work. 

Sustainable Employment 

40. Organisations giving evidence stressed that the goal of an 80% employment rate should 
not be allowed to obscure the importance of promoting decent, sustainable employment 
and a good work-life balance. The Child Poverty Action Group, a charity which campaigns 
for an end to child poverty, told us that “[a]n employment rate of 80% which leaves 
children without adequate time with their parents, and those parents overly stressed by the 
pressure of paid work is not in the interests of children or society.”33  

41. In a recent speech, the Secretary of State for Trade and Industry indicated Government 
support for work-life balance: “There is more and more demand for the “work-life” 
balance our reforms are driving. It makes sense for businesss and families […] For a great 
many, work-life balance practices and flexible working policies [have] become embedded 
as key elements of good business practice.”34 We support initiatives to secure a good work-
life balance, and agree that helping people find sustainable work is important. This should 
be given as much attention as immediate job entry. A later section of the report examines 
job retention and advancement. 

Conclusion 

42. We heard evidence against using the suggested “employment ratio” from Mr Dave 
Simmonds of the Centre for Economic and Social Inclusion. He said: “First of all, we 
believe that a rate should be a rate […] [it] should be expressed as a percentage of all of 
those people who at present are deemed to be within the labour market and available to 
work.”35 This point is a persuasive one. We conclude that an employment statistic 
expressed in terms of a percentage, but which does not actually represent the 
proportion of any single group which is in employment, would be misleading. The 
measure used by the DWP to track progress towards the employment rate aspiration 
should be a rate and not a ratio.  

43. At present, the 80% employment rate is defined as an aspiration for the DWP, and not 
a target. It does not appear in the DWP’s PSA targets and there is no timeframe associated 
with it. However, the Secretary of State recently said “Today the achievement of an 80 % 
employment rate and the eradication of child poverty are not seen as merely rallying calls 
for change – but real targets that people expect to be delivered. And rightly so – for that is 
what they are.” As we have explained above, we think that the figure of 80% needs to be 
more firmly grounded by an explanation of who is expected to be within the remaining 

 
32 Ev 142 

33 Ev 258 

34 Rt Hon Alistair Darling MP, Speech to Institute of Directors, 23 Jan 2007, www.dti.gov.uk 

35 Q 210 
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20%. If the DWP is going to take the employment aspiration seriously, then it ought to 
include it within its PSA targets arising from the next Comprehensive Spending 
Review. This could be done by agreeing more ambitious targets for raising the 
employment rate than the current PSA target. 

44. The DWP’s relevant PSA target is, over the three years to Spring 2008, and taking 
account of the economic cycle, to: 

• “demonstrate progress on increasing the employment rate; 

• increase the employment rate of disadvantaged groups ; and 

• significantly reduce the difference between the employment rates of the 
disadvantaged groups and the overall rate.”36  

45. The DWP PSA and Technical Note explains that: 

“For lone parents, an increase in the employment rate of at least 2 percentage points 
and a reduction in the gap of at least 2 percentage points is required for the sub-
targets to be met.  For the other groups the sub-targets will be considered to be met if 
an increase in the employment rate of at least 1 percentage point, and a reduction in 
the gap of at least 1 percentage point, is achieved. These target levels are set on the 
basis that changes in data of approximately these proportions can be regarded as 
significant.”37   

46. We have recommended above the way in which we think the employment rate 
aspiration should be calculated. In setting a new PSA target for the employment of 
disadvantaged groups, we recommend the DWP make clear how far achieving the sub-
targets will take it towards its employment rate aspiration. The DWP should specify the 
timeframe within which it wants to achieve the targets which it has set for the 
employment rates of disadvantaged groups, and, based on this, the timeframe within 
which it hopes to achieve the employment rate aspiration. 

 
36 Department for Work and Pensions, Departmental Report 2006, Cm 6829, May 2006, p 27 

37 Department for Work and Pensions, Public Service Agreement and technical note for 2005-2008, www.dwp.gov.uk, p 
14. 
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3 Overlapping Disadvantages 
47. To achieve its 80% ambition, the DWP acknowledges that it will need to focus on the 
groups most disadvantaged in the labour market.38 As explained in Chapter 2, the 
Committee called for evidence on three groups in particular: people over 50, lone parents 
and ethnic minorities. All three groups face significant barriers to work, and these will be 
looked at in more detail later in the report. Some of the barriers faced will relate to their 
membership of one of these categories. Lone parents, for example, face particular 
challenges in being the sole breadwinner and carer for children.  

48. However, it became clear in the course of the inquiry that categorising people in this 
way did not do justice to the complexity of individual circumstances. A common theme in 
all the evidence about lone parents, people over 50 and people from ethnic minorities was 
the importance of overlapping disadvantages. Witnesses told us that the main reason why 
many people in these groups had difficulty in finding and retaining employment was not 
the simple fact that they were, for instance, a lone parent. It was the number and 
complexity of the problems they faced.39  

49. We asked DWP for information on how labour market disadvantages overlap, and the 
tables they provided show the size of the effect that multiple disadvantages can have.  

50. For instance, the overall employment rate of people from ethnic minorities is 60%. For 
those members of ethnic minorities who are also lone parents, the rate is 42.4%, and for 
those lone parents from ethnic minorities who have no qualifications, the rate is just 11.3%. 
People over 50 have an employment rate of 69.9%, but if they are disabled this falls to 
42.9%, and if they also lack qualifications the rate is 24%. Nearly a million people fall into 
this last group. The tables are given in full in Appendix 1. This chart shows the cumulative 
nature of labour market disadvantage:40 
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39 See, for example, Ev 179, Q 4, Q 114. 

40 HM Treasury and Department for Work and Pensions, Full employment in every region, TSO, December 2003, p 24 
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In addition, we heard that the combination of difficulties such as poor health, low skills, 
transport problems, finding childcare, and caring responsibilities towards other family 
members meant that it was extremely difficult to find work.41  

51. Organisations working with lone parents told us about the range of barriers they faced. 
One Parent Families told us that the “most frequently cited barriers to employment for 
lone parents are the lack of affordable childcare, the fear of being worse off in work than on 
state benefits, and a lack of confidence in their own skills and experience. Other barriers 
include health problems.”42 David Coyne of One Plus told us: “Most people are out of work 
for more than one of those reasons and, therefore, a simple categorisation by type of 
benefit probably does not give you the tools you need to understand the pathway to 
work.”43 

52. Andrew Harrop of Age Concern told us that being aged over 50 was “not much of a 
barrier” on its own, but that problems could arise when it was combined with other factors: 
“If you do not have level 2 qualifications and have a disability you only have a one-in-three 
chance of being in work.  It is higher if you are disabled but have skills, and it is very high 
indeed if you are non-disabled and have skills.”44    

53. In order to gain a better understanding of the impact of multiple disadvantages on 
people’s chances of finding and keeping paid work, the Committee asked DWP what 
analysis it had done in this area.  In its strategy document Full Employment in Every 
Region, the Government explained that:  

“An added complexity in the challenge of reducing worklessness among 
disadvantaged groups is that individuals may belong to more than one of these 
groups. Jobless lone parents, or people with disabilities, for example, tend to have low 
or no qualifications. Many people have several characteristics associated with labour 
market disadvantage. The probability that a healthy white male, aged under 50 and 
not living in a disadvantaged area will have a job, is 96 %. The probability that a 
white male aged over 50, with a physical impairment and no qualifications will have 
a job, is less than half that; and if this same person had an ethnic minority 
background or lived in an area of high unemployment, the probability would be 
lower still.”45 

54. DWP also explained that “there may be links between the working of the welfare state 
and the degree of inactivity amongst these groups.” It argued that it is clear from the figures 
that “a very few people not looking for work find work. Conversely, if you do look for a job 
there is a good chance that you will find one.”46 This view is reflected in DWP’s welfare to 
work strategy – the increasing requirements on lone parents to attend work-focused 
interviews, for example (see Chapter 8). 

 
41 See for example Qq 4, 6, Q 224 [Mr Simmonds], Q 272 [Ms Oppenheim, Mr Gaffney],  

42 Ev 179 

43 Q 4 

44 Q 114 

45 HM Treasury, Full employment in every region, p 23 

46 Ev 330 
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55. A related issue is the nature of the welfare to work provision available and whether or 
not it meets the need of individuals. This has evolved over time, with different programmes 
for different groups. For example: 

• The New Deal for Young People, launched in 1998, was shaped by a 
recognition of the fact that young people should become “accustomed early to 
the world of work”. It involves “access to a Personal Adviser, a 4-month 
gateway period of intensive support, and – for those still without a job by then 
– a programme of compulsory back-to-work options at 10 months of 
unemployment.”47 The same principles of help were extended to people aged 
25 and over at 18 months of unemployment (originally at two years).  

• The New Deal for Lone Parents, introduced in 1997, is a voluntary 
programme and “provides lone parents with a Personal Adviser who puts 
together an agreed package of support, which can include training, and 
financial help with formally recognised childcare, to assist the lone parent 
with preparing for and finding a job.”48  

• The New Deal 50 Plus was introduced in April 2000.49 This is a voluntary  
programme, available to people on certain benefits for six months or more. 
The provision includes assistance with an action plan to help get a job; help 
with job-search and applications for suitable jobs; organising possible training 
opportunities in order to improve skills; organising voluntary work which 
may develop employable skills; providing support and reassurance 
throughout the programme.50   

Lack of flexibility in support services 

56. The New Deal currently offers a range of options depending on the group to which a 
jobseeker belongs. Witnesses told us, however, that the division of the New Deal into these 
different schemes, whilst helpful for those with few barriers to work, was making it more 
difficult for those with overlapping disadvantages. Dave Simmonds of Inclusion told us: 

“I think put simply it is those people with multiple disadvantages who are not well 
served […] whilst the present programmes we have are defined around age groups 
with a strict eligibility, it is still a one-size fits all approach, and whilst that has 
worked for many people who have one main disadvantage […] those who are not 
well served are those where it is a lot more complicated […] our present system is 
not geared up sufficiently to tackle the hardest cases.”51 

57. Lisa Harker, author of a report on child poverty commissioned by the DWP, told us 
that: 

 
47 Department for Work and Pensions, Building on the New Deal: Local solutions meeting individual needs, June 2004, p 5 

48 Department for Work and Pensions, Building on the New Deal, page 8 

49 Department for Work and Pensions, Building on the New Deal, page 7 

50 www.jobcentreplus.gov.uk, New Deal 50 Plus 

51 Q 224 
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 “There does need to be greater flexibility between welfare-to-work programmes.  To 
give you an example, there are 260,000 lone parents who report having a health 
condition or a disability – a self-reported condition.  Very few of them will be on the 
New Deal for Disabled People or will go onto Pathways to Work because they are 
automatically channelled into the New Deal for Lone Parents.  Their lone 
parenthood trumps their disability in terms of welfare-to-work.  That is a real 
problem because it means they do not have access to support with managing their 
health condition, which may be a major barrier to work.”52   

58. Professor Paul Gregg went further, arguing that the different New Deals should be 
“swept away” and replaced with a flexible menu of provision:  

“We have a system that is based on rules according to what benefits you have moved 
on to – the unemployed, partners of the sick and disabled, the sick and disabled 
themselves, and lone parents.  They all have a complex and highly variable system of 
rules concerning allowable work rules, linking rules and all this kind of stuff […] we 
need to move towards a system that I would describe as a personalised welfare 
system where the support package to help the individual back to work is tailored to 
fit that individual’s needs and is not driven by the rules of the system – so you have a 
case adviser who works with that individual, to work out what their back-to-work 
plans should look like and to monitor its success.  All of the rules-based system of 
what you can and cannot do should be completely got rid of.  The providers, in terms 
of caseworkers and so on, should be incentivised on the basis of getting people back 
to work.”53 

59. Rather than categorising clients on the basis of the benefit which they claim, we agree 
that the DWP should free Personal Advisers to focus on people as individuals, and 
consider their particular barriers to work and how they should be addressed. This is by no 
means a new observation. In 2001, the then Work and Pensions  Committee, in a report on 
the Government’s Employment Strategy, recommended “that the Government considers 
removing the different options and pilot programmes within the various New Deals, and 
instead allow advisers much more flexibility to design support around the needs of the 
individual.”54  

Building on the New Deal 

60. In June 2004, the DWP announced that it was piloting Building on the New Deal 
(BoND), which seemed likely to respond to many of these concerns. It was described by 
the DWP as a vehicle for greater flexibility and tailored support: "This will create a New 
Deal unique to each individual through an exciting 'pick and mix' approach, which builds 
on success to date, giving more flexibility to customers and staff […] We are removing 

 
52 Q 306 

53 Q 306 

54 Work and Pensions Select Committee, Third Report of Session 2001-2, The Government’s Employment Strategy, HC 815, 
para 84 
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barriers between the New Deals so people can get the help they need as individuals rather 
than according to the benefit they are claiming.”55  

61. In June 2004, DWP published a paper setting out its proposals for Building on the New 
Deal. This explained that: 

“Drawing on experience and evaluation evidence, three core principles emerge 
which will help achieve a modern, customer tailored, and work-focused service: 

- a national framework of rights and responsibilities; 

- greater local flexibility, devolution and discretion; and 

- accountability, targets and contestability.”56 

62. The initial intention was to pilot BoND in 11 areas, but in September 2005 Jobcentre 
Plus announced they were cutting this to seven "as a result of our extremely tight financial 
settlement”.57  In our report on the Efficiency Savings Programme in Jobcentre Plus, the 
Committee concluded that: “The decision to reduce the scale of the piloting of BoND, in 
this Committee’s view, is a mistake. We recommend that the Government sets out its 
thinking – in detail – on the next steps for BoND.”58  

63. In its response, published in June 2006, the Government said: “The Government's plans 
for BoND remain under review, in the light of the Welfare Reform Green Paper and the 
resources available. It was originally intended that each Jobcentre Plus Region would have 
the opportunity to operate a BoND pilot. However, in the light of the available resources, 
the Government has decided to limit any piloting of BoND to seven areas.”59 (Our 
emphasis.) 

64. In a Parliamentary written answer in June 2006, Mr Jim Murphy, the Minister of State 
for Employment and Welfare Reform, stated that “We are still considering the timing of 
implementation of the Building on New Deal pilots.”60  

65. Witnesses told us that BoND had never been piloted and that there seemed no 
likelihood of any pilots taking place. Patrick Grattan of TAEN/Help the Aged told us, “We 
accepted that we were moving away from a world where New Deal is defined by age, and 
that New Deal 50 Plus was gradually dying, on the basis that the whole thing would be 
rejuvenated for all ages. That has not happened because of resource constraints or for 
whatever other reasons.”61 Richard Exell of the TUC agreed that “Unfortunately BoND has 

 
55 "Minister unveils new deal evolution plans", DWP Press Release, 17 June 2004 

56 Department for Work and Pensions, Building on the New Deal: Local solutions meeting individual needs, page 15 

57 "Jobcentre Plus contracting/Building on the New Deal - Announcement Update", DWP Notice to Partner Organisations, 
September 2005 

58 Work and Pensions Select Committee, Second Report of Session 2005-06, The Efficiency Savings Programme in 
Jobcentre Plus, HC 834, para 287 

59 Work and Pensions Select Committee, Second Special Report of Session 2005-06, The Efficiency Savings Programme in 
Jobcentre Plus: Government Response to the Committee’s Second Report of Session 2005-06 , HC 1187, p 20 

60 HC Deb, 6 June 2006, col 1686W 
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died but it has not been buried because no one wants to admit it is dead.”62 Dave 
Simmonds of Inclusion told us, “[w]e said back in the summer […] that BoND should be 
buried because in effect, from our point of view, BoND has not happened. The key 
decisions to roll this out have not been taken, we understand because of resource issues.”63  

66. Jim Murphy told us that he could not add anything to the response he had previously 
given: 

“[…]I do not think I can add much detail to the specifics about where we should go 
next on New Deal […] I cannot recall if in June we identified the specifics of any 
reframing on building on the success of New Deal, but certainly on the issue of 
flexibility, the flexibility for advisers, the flexibility for customers to undertake 
whatever options are most suitable, the idea is that we address that in that early 
intervention of the personal advice gateway, and also we will see what we can do to 
reduce the number of people who are […] repeating within the New Deal […]  I 
cannot give you any more comfort about specifics, but the principles are there and 
we are discussing with all interested parties just how we get the detail right.”64 

Resource constraints? 

67. We heard evidence that financial reasons might lie behind the apparently indefinite 
suspension of BoND. Dave Simmonds of Inclusion told us that “we have to see it as a direct 
casualty of the tough settlements for DWP and Jobcentre Plus as part of the CSR 
[Comprehensive Spending Review].”65 Patrick Grattan of TAEN/Help the Aged agreed 
that “resource constraints” might lie behind the demise of the programme.66  

68. Witnesses told us that, if successful, BOND would not be more costly, and would 
eventually save the exchequer money. Dave Simmonds of Inclusion told us, “[w]e still 
dispute the fact that it [BOND] would actually cost more money; we have not seen any 
conclusive evidence from the department as to why it should cost more money.”67 
Professor Paul Gregg told us that flexible provision need not cost more: “if it is successful 
in the sense of meeting individual needs, and the caseworker is incentivised in order to 
move that person to work effectively, I would see absolutely no reason why it should be 
more costly.”68 

69. DWP expenditure falls into two categories:  
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• Departmental Expenditure Limit (DEL) spending, which is planned and 
controlled on a three year basis in Spending Reviews.69 DEL includes spending 
on employment programmes such as the New Deals; and  

• Annually Managed Expenditure (AME), which is “expenditure which cannot 
reasonably be subject to firm, multi-year limits in the same way as DEL.”  
AME includes expenditure on social security benefits.70  

70. If spending on social security benefits falls, for example, because of a reduction in the 
claimant count, this money is not available to DWP to spend on its employment 
programmes, expenditure for which is set in the spending review process. The HM 
Treasury website explains that: 

“Departments have certainty over the budgetary allocation over the medium term 
and these multi-year DEL plans are strictly enforced. Departments are expected to 
prioritise competing pressures and fund these within their overall annual limits, as 
set in Spending Reviews.  So the DEL system provides a strong incentive to control 
costs and maximise value for money.”71 

71.  We asked Jim Murphy whether there had been any progress in persuading the 
Treasury to allow savings from benefits to be recycled to pay for programmes. He told us: 

“On incapacity benefit customers we have got an agreement in principle from the 
Treasury to use the success that we see through Pathways, with the opportunity and 
the legal framework that the Welfare Reform Bill provides, to support a million 
people off incapacity benefit over a decade.  There is the agreement in principle now 
in place to enable that recycling of benefit savings so that that can be invested in 
further success.  That is a real shift in terms of how we fund and incentivise the 
welfare system and the welfare market.  If we establish that on a successful basis there 
is no reason why in theory it could not be extended to other customer groups.”72 

72.   He also told us that he hoped a similar agreement could be reached about the Cities 
Strategy programme: 

“Quite reasonably, the Treasury - to argue their case for a moment - hears ten 
proposals a week, I suspect, which say, ‘Honestly, this will save you money’ and we 
have got to prove through the Pathways success and the recycling of benefits and 
reinvesting that money from the success of Pathways that can then be taken across to 
reinvest in the savings of the Cities Strategy consortia.”73 

73. The Committee is concerned that, apparently, no progress has been made in 
piloting BoND and concludes that there is a lack of clarity in the information the DWP 
has provided on what has happened to the programme and the extent to which delays 

 
69 http://www.hm-treasury.gov.uk, Spending Review.  
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were the result of resource constraints. We ask for an explanation in response to this 
report. 

74. We welcome the agreement to pilot re-using benefit savings as part of Pathways, 
and recommend that the DWP continue to press the Treasury to allow further pilots of 
this in the Cities Strategy. We consider that the ability to re-use benefit savings will 
encourage the DWP to innovate, and consider that, if successful, it should be 
introduced across the DWP’s employment programmes in future. 

Taking forward the principles behind BoND 

75. Witnesses told us that the DWP still seemed to be committed to the principles that lay 
behind the BoND proposals. Dave Simmonds of Inclusion told us: 

“I do not think that the department, from what I have heard, has actually rowed back 
on the fundamental principles on which BoND is based, and that is introducing far 
more flexibility into the system, introducing the menu-based approach so that 
individuals and personal advisers together can pick and choose. […] How they are 
introduced in the future, whether or not it is called BoND or something else, we do 
not particularly care, as long as the system as a whole is progressively freed up in one 
way or another […] let us look at in 2007 the best way for strengthening the New 
Deals and introducing more flexibility and ending the one-size fits all.”74  

76. There were also suggestions that the Cities Strategy would be a good opportunity to 
take forward the principles behind BoND. Paul Gregg told us that “the idea of the City 
Strategies running that personalised welfare service makes a lot of sense, as long as the 
funding rules can be sorted out […] We should try it in certain places in order to get it 
moving, and city strategies could be one of those.”75 Cities Strategies are looked at in more 
detail later in the report. 

77. Evidence to this inquiry has led us to conclude that there would be clear advantages 
in allowing greater flexibility in employment programmes to respond to individual 
needs and local labour market conditions. We recommend  that the DWP pilot BoND, 
or a programme based on the same principles, as soon as possible, and also incorporate 
those principles into the Cities Strategy. 
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4 Advancement and Retention 
78. A further key weakness identified by witnesses in the current welfare to work strategy 
was that it failed to take into account the pay and progression opportunities offered by the 
work obtained, or the length of time for which employment was sustained. 

79. Professor Paul Gregg said that “once people have got into work, having been on 
benefits, we have no system to help people then”.76 Elsewhere, he has described the lack of a 
substantive strategy for retention and advancement as the “major weakness in the 
Government’s approach so far.”77  

Quality of work 

80. Witnesses told us that people in disadvantaged groups tended to obtain jobs which did 
not provide a reasonable standard of living or opportunities for progression. For example, 
One Parent Families told us that “evaluation of the New Deal for Lone Parents (NDLP) 
found that lone parents tend to enter low paid, low skilled jobs offering few opportunities 
for progression, including occupations in catering, cleaning, care, retail, clerical, hair and 
beauty therapy.”78 TAEN/Help the Aged told us that most jobs on offer were “low grade, 
low paid” and  “without prospects of advancement.”79  

81. Amanda Ariss of the Equal Opportunities Commission told us that her organisation  

“would like to see policy recognising also the very different quality of jobs that are 
available to people, and that people facing disadvantage in getting into work often 
end up being clustered in the lowest-quality jobs, with poor prospects, poor pay, and 
so on.  Not only is that unfair to them and their families, it is a waste of skills […] We 
would like to see the policy agenda not looking just at the 80% target but looking at 
the quality of jobs, so that ethnic minority people, parents, others with caring 
responsibilities, have as good a chance as anybody else to have a good-quality job, to 
progress, and so on.”80 

82. One Parent Families stated that, unless lone parents could find jobs with reasonable pay 
and prospects, employment did not always represent a route out of poverty: “pushing more 
lone parents into work that they may not keep and that does not necessarily represent ‘the 
best route out of poverty’ will not only be expensive but unjust […] research into Britain’s 
poorest children found that those in most hardship lived in families which had experienced 
one or more transitions between work and benefits.”81   
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83. Underemployment is a related issue. Organisations offering support to older people in 
the labour market told us that the jobs available to their clients were often of an 
unacceptably low-skilled and unfulfilling nature, poorly suited to clients with experience 
and life skills to offer.82 We heard that older people leaving one job often found it almost 
impossible to get another one which would make use of their skills. TAEN told us this was 
a particular problem for older people leaving high-level jobs: at “professional and 
management levels the prospects of return to work at levels of responsibility and pay 
comparable to prior jobs are miniscule.”83 

Progression and skills 

84. To an extent, the lack of high quality jobs available to people from disadvantaged 
groups is inevitable, as “low quality, low pay” work will always be the easiest to obtain for 
those who have limited experience or skills to offer. However, what is not inevitable is that 
people should be trapped at this level in the long term. Instead, to make the best use of 
employees’ skills and abilities, and tackle social exclusion and child poverty, more support 
is needed to help people advance from low level jobs. 

85. A large factor in this will be an improvement in skills training, and this issue is looked 
at in more detail later in the Report, where the Leitch review of skills is considered. That 
review found that “Many people moving into work become trapped in low paid, entry-level 
work. […] Those in low paid work tend to be those with low or no qualifications. Over one 
quarter of all employees, almost 7 million people, have less than a Level 2 qualification.”84 
Cay Stratton of the National Employment Panel told us, “Skills, and the whole investment 
of human capital in this, is a really important dimension, particularly if you are focused on 
disadvantaged people who lack language skills or basic skills and in terms of helping them 
not only to get the job but actually to succeed in that; over the longer term we think skills 
matter a lot.”85 Laurie Russell of the Wise Group agreed that, in Glasgow, “we are creating 
jobs at the moment [but] we need to make sure that we get our people the right skills to 
take up jobs, sustain jobs and then move on when they are into jobs.”86 

Retention 

86. The Leitch report identified the problem of “churn” – “of the 2.4 million new 
Jobseeker’s Allowance claims each year, around two thirds, or 1.6 million, are repeat 
claims.”87 If retention were to be improved, the caseload of Jobcentre Plus would be 
reduced and services could be delivered more effectively. This would also be a major step 
towards achieving the employment rate aspiration. 

87. One Parent Families told us that those becoming lone parents tended to leave 
employment at a very high rate. They quoted a study which showed that “if lone parents 
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had the same job exit rates as the rest of the population […] and there was no related fall in 
job entry rates then the target of 70 % employment of lone parents could be met without 
greatly raising job entry rates further.”88  

88. The Child Poverty Action Group said that it “would like to see much greater focus on 
sustaining people in work,” and warned that “[a]n increased employment rate brought 
about by increased churn into and out of work amongst lower income families will not 
reduce poverty and may increase hardship.”89 Similarly, a TUC report stated that older 
workers could have difficulty retaining employment.90  

89. Support for employee advancement and retention is not only good for the individual in 
work; it also benefits the employer, as Richard Cairns of Glasgow City Council explained: 

“In an increasingly tight labour market we have to work on the assumption that is in 
the employer’s best interests to have relatively low churn in the labour force because 
clearly the costs of finding replacement labour are higher than retaining somebody if 
at all possible.  The other part of this, and it is particularly true in Glasgow where 
levels of business productivity are far lower than we would like them to be, is we have 
to find here a win-win relationship between investing in the individual as an 
employee in the business for their own career progression and ensuring that they 
never come back on to benefit, but investing in a fashion that delivers for their 
employer in terms of activity.”91 

90. Laurie Russell of the Wise Group, a charitable organisation operating in Scotland, told 
us about the Next Steps project which his organisation had been running:  

“It is not just getting into jobs, although essentially that is the first measurement 
there has to be, it is how do you keep people in jobs and where do they stay, can they 
grow within that job financially and in terms of their skills and importance […] [we 
are] taking people that we are placing in jobs and working with them for a two year 
period in whatever way they require once they are in a job.  The evidence from our 
first year of it, so it is still early evidence, is that we are getting a much higher 
proportion of people sustained in the job and a high proportion of people who are 
going on to take other training courses. It might just be a contact point, it might be 
somebody you can come in and see every now and again or speak to on the phone 
about issues you are facing.”92  

91. Mr Russell also told us that skills were essential:  “The re-skilling part of it is crucial if 
we are going to have people moving and staying in jobs.93 
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92. Some measures in the New Deal Plus for Lone Parents, such as the In-Work 
Emergency Fund, are designed to facilitate retention (see Chapter 8) but we heard evidence 
that other approaches were needed. Lisa Harker told us: 

“Taking some time to prepare for work but also finding the right job for the right 
person is worth it and it pays off in the long run […] We need to make changes 
within Jobcentre Plus in order to sustain people in jobs and help them progress, even 
if some elements of that support when people move into work could be provided by 
other agencies.”94 

93. It is important that support to help people retain a job once they have started work 
should not be too obtrusive. We heard that some people might feel embarrassed by 
ongoing monitoring and offers of support, and might prefer to move on quickly from their 
status as a jobseeker. Professor Alan MacGregor told us:  

“the reality is that a lot of jobless people would not want to know about the training 
provider or the other organisations they have been working with after they get into a 
job.  Who wants somebody looking over their shoulder all the time?  It is about being 
independent and being the same as everybody else.  The only way you can build that 
process in is to have a really good relationship with your jobless client before they get 
a job so that if they have a problem or they see a problem coming they come back to 
you, the organisation that helped them before.”95 

There is therefore a need for a sensitive approach to intervention, with a focus on building 
up a good relationship with jobseekers before they enter work. 

Employment Retention and Advancement Demonstration project 

94. One approach which merits close study is the Employment, Retention and 
Advancement Demonstration project (ERAD). A DWP research report explained that the 
project “is conceived as the ‘next step’ in welfare-to-work policy by continuing adviser 
support into the period following customers’ entry to work.” It offers in-work services 
aimed at longer-term unemployed people and some lone parents. 96 “The project will run 
for nearly three years, and will offer participants: “individual support from an 
Advancement Support Adviser (ASA) to assist them into suitable work [and]  in remaining 
in work […] They may also receive additional cash incentives once in employment.”97  
Professor Paul Gregg told us that this experiment may be showing signs of success. If true, 
he said then this was “really big news” and could serve as a “blueprint”98 for advancement 
and retention services. We will monitor the progress of this project with interest. 

95. Promoting retention does not simply mean supporting people to stay in the same job 
for longer. It should also involve making it easier for people to change from one job, or 
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type of job, to another as their circumstances change. For instance, a parent may need to 
work a small number of hours whilst children are very young, and then may be able to 
move to a longer working week when they start school. TAEN/Help the Aged told us that 
people may wish to change job types as working lives get longer. It was important to “make 
a distinction between the desire to retire and the desire for change,” and to work on “giving 
more people the choice to retire from a first career and find an alternative and do 
something else”:99  

“If longer working lives are to be varied and rewarding for employees, employers and 
the economy they cannot consist of repetitive, boring work, decade after decade. 
Opportunities to train throughout working life, including for those who cannot 
afford to pay for it, are essential.”100  

This reinforces the case for a lifelong skills strategy. Skills will be discussed further in 
Chapter 5. 

The Demand-Led Approach 

96. Cay Stratton, of the National Employment Panel, explained that, in her view, the 
“objective should be to move people from poverty to economic self-sufficiency; in practice 
this means helping individuals to get jobs that pay decent wages and offer opportunities for 
career progression.”101 She told us that the NEP had piloted an approach based on an 
occupational “pipeline”, working with employers to supply them with job-ready applicants, 
through “Ambition” and “Fair Cities” programmes (which we analyse in further detail 
below). The NEP told us: “Both Ambition and Fair Cities are based on occupational 
“pipelines” developed in collaboration with an employer (or group of employers with the 
same job). Employers guarantee to interview and, in principle, hire programme graduates 
[…] Demand-led strategies are based on the premise that the better we meet the needs of 
our employers, the better that we will help our clients to succeed in work.”102 

97. The NEP’s memorandum explained that: “Where pipelines are effective and the jobs of 
sufficient quality, they can transform the lives of people in poverty. For example the Brent 
pilot has moved people previously claiming JSA and Income Support as well as people who 
are not claiming any benefit into jobs with Transport for London (at £19,000 p/a) and with 
Openreach at (£21,000 p/a). The pilot is also undertaking intensive work with both 
employers to examine their recruitment practices and define their people specifications, 
which stands to have a long-term impact on the diversity of their workforces.”103 Cay 
Stratton told us that a job with a known employer “can serve as a powerful magnet to draw 
disadvantaged people into work.” 104 
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98. The National Employment Panel’s Fair Cities programme has been running in three 
areas since October 2005.105 Cay Stratton, the director of the NEP, explained that it was 
based on a deal between employers and providers of work-related training, whereby 
employers commit to providing an interview or a job to candidates who present with the 
right skills. To design the different “supply chains” as part of the programme, Ms Stratton 
told us that the NEP had to “start with a careful analysis of an employer’s business needs 
and workplace culture as well as the specific competencies of the job. We then work 
backwards to ensure that an individual has the requisite skills.”106 In return employers 
committed “to interview and, in principle, hire”107 candidates who had completed the 
NEP’s training programme:   

“[E]ssentially employers are saying, ‘If you give us qualified candidates, we will 
guarantee an interview, in principle we'll hire them and moreover we will work with 
you to shape that provision’ […] and perhaps most important ‘we will examine our 
own recruitment and HR policies to ensure that they are fair and not discriminatory.’ 
What we are trying to do is create almost supply chains, if you will, where all the 
outreach is done by community organisations.”108 

99. We think that this approach is a promising one. However, the NEP also acknowledged 
that “[i]t is still early days in terms of the application of what we are learning to the 
mainstream system […] The investment in the employer relationship required to open 
these opportunities is significant, and for that reason it is not yet clear whether Fair Cities 
could be operated at significant scale.”109 

100. The Fair Cities programme was based on Ambition, which Cay Stratton described as a 
“learning laboratory” for demand-led programmes.110 The Ambition pilots ran from 2002 
in four areas of work: Construction, Energy, IT and Retail.111 In the Committee’s report on 
Efficiency Savings in Jobcentre Plus, we asked for a “clear statement of the Department’s 
overall assessment of the success of Ambition.”112 In response, the DWP told us “the main 
lesson learned was the importance of focusing on employers’ identified areas of skill 
shortages and offering Jobcentre Plus support in addressing these in partnership with 
employers.”113 Cay Stratton told us on 20 November that “Jobcentre Plus and the LSCs 
have just agreed to relaunch Ambition”.114 
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101. The demand-led approach exemplified by Ambition and Fair Cities is promising, 
but resource-intensive. We welcome the news that Ambition is to be relaunched, and 
recommend that the DWP consider extending the Fair Cities programme to more 
areas. We recommend that the DWP explain in detail how it will incorporate lessons 
learned from these two programmes into other initiatives, such as the Cities Strategy.  

Targets to promote retention 

102. Improving retention would be a complex task, and no single measure would achieve 
it. However, a change in focus would be a good start. Jobcentre Plus targets focus, at 
present, on job entry. For contracted out Employment Zone provision, where incentive 
payments are made for sustainability, a sustainable job placement is defined as one which 
lasts at least thirteen weeks.115 Jobcentre Plus itself does not have a direct target on job 
retention. Organisations told us that thirteen weeks was far too short a time for a job to be 
judged as truly sustainable. Frances Parry of the Employment Related Services Association 
(ERSA) told us:  

“We want to see people going into jobs that are sustained over a really long period of 
time.  We regard 13 weeks as being quite arbitrary, a 13-week sustainable job.  At 13 
weeks all those other barriers to work can often kick in, and so we would like to see 
longer sustainable jobs there, and we think that, if there was a skills strategy that 
supported that, we would see people going into jobs, being trained, sustaining that 
employment and progressing within that employment.”116 

103. One Plus told us that a longer length of time should be used:  

“From our perspective the key measure of success is sustaining employment at 26 
and 52 weeks.  Lone parents in particular tend to cycle in and out of work because of 
the stresses placed on them in the workplace around childcare, managing children’s 
sickness in education and that kind of thing which puts pressure on people.  If you 
can support people in the first six months or so of employment to find ways of 
managing those issues then it becomes sustainable.”117 

104. The Leitch review recommends that:  

“Jobcentre Plus and others delivering Welfare to Work services should still be 
rewarded for getting people into work. However, they should be rewarded for 
retention in work for at least a year. Their contribution to supporting progression 
includes referrals to in-work support and delivery of basic employability skills. This 
will give providers strong incentives to help people improve their retention and 
progression, including through skills improvements. The [Employment and Skills] 
Commission will monitor whether Jobcentre Plus is making its full contribution to 
sustainable employment and progression.”118  
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105. Comments from the Minister for Employment and Welfare Reform, Mr Jim Murphy, 
suggested that the DWP might be open to the possibility of a more demanding definition 
of “sustainability”:  

“The Department has had the view that 13 weeks is about the right amount […] we 
are most focused on what we think will get the biggest outcome for the investment 
we put in, so if there is evidence that it is longer than 13 weeks and we would get the 
best outcome, then we would look at that.”119 

106. On the Committee’s visit to New Zealand, the Ministry of Social Development 
explained to us how people who had been placed in jobs remained on personal advisers’ 
casebooks, with follow-up calls and advice to ensure that a placement was working well.  In 
New Zealand, sustainable employment “focuses on getting people into employment, 
spending longer periods in employment, having shorter transition periods between jobs 
and having the opportunity to move into higher-quality jobs over time.”120 The Ministry of 
Social Development introduced new result measures for sustainable employment in 2004-
5, to “demonstrate the move to generating sustainable employment outcomes for the 
Ministry’s clients.”121 The new measure refers to an aim of “six months continuous 
employment.”122 Such a shift in focus in the UK could help contribute to a higher 
employment rate.  

107. Andrew Harrop, of Age Concern, said that the role of Government in promoting 
retention should be more strategic and less direct than its role in helping people enter 
work. The focus should be on “getting the right employer/employee relationship, 
particularly in terms of reinvesting in people’s skills throughout their careers and in terms 
of occupational health so that people with emerging health issues are able to stay in the 
workplace rather than being forced to leave work.”123 Age Concern also suggested that:  

“Existing initiatives and pilots need to be transformed into a integrated, clearly 
understood package that includes: access to personal advisers who understand the 
needs of employees and employers; support in taking-up training, making use of the 
50 Plus Training Grant and the new Train to Gain programme; support with 
occupational health needs; transparent financial incentives through return-to-work 
credits and tax credits.  Targets and funding need to reflect the priorities of retention, 
in-work training and progression.”124 

108. Jobcentre Plus focuses on placing people into jobs. However, it is our view that not 
enough attention is being paid either to ensuring that those jobs offer reasonable prospects, 
or to helping people remain in those jobs in the long term. In particular, the absence of 
targets for sustained job placements in Jobcentre Plus provision, and the definition of a 
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sustained job placement as one lasting 13 weeks in contracted out provision, need to be re-
examined. Lesley Strathie, Chief Executive of Jobcentre Plus, told us:  

“For people who have been very, very long-term unemployed and have spent more 
years on welfare benefit than in work, our aspiration is to get them into sustainable 
jobs.  I think the labour market has changed quite a lot, in terms of what is 
sustainable, and people now, on average, will have something like seven jobs in their 
careers, where they had one in the past; that is just one statistic on the change.  I 
think six months is a good point […]”125  

109. We recommend that the DWP should use a new definition of sustainable 
employment of 26 weeks, both in its targets for Jobcentre Plus and contracted-out 
provision. We also recommend that the Government liaise with employers 
organisations to promote sustainable employment. 
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5 Skills and the Leitch Review 
110. People with low or no qualifications have an unemployment rate of about double that 
of the working population as a whole.126 Organisations working with a variety of 
disadvantaged groups told the Committee that low skills could be a key barrier to finding 
or keeping work. Chris Pond of One Parent Families said “a major barrier for lone parents 
entering sustainable employment is the level of qualifications.”127 Patrick Grattan of 
TAEN/Help the Aged told us that older workers with low skills could easily become 
discouraged from trying to find work: “There is a vast difference between people with 
qualifications and skills who may have some capacity to step out in a new direction and 
many people who have no qualifications […] and who will just accept that their time has 
passed.”128 

Figure 2 shows the employment rate of the lowest qualified people in the UK:129 

Figure 2: 
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111. The DWP has a PSA target to increase the employment rate of those with the lowest 
qualifications.130 However, of the four groups identified as disadvantaged by the PSA target, 
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only the low or no qualifications groups has a declining employment rate. Inclusion 
commented that this was unlikely to change, as in future there would be a declining 
demand for low-skilled and unskilled workers.: 

“While it would not be true, on current trends, to say there will be no jobs for the 
lowest qualified in ten years, the chances of getting a job show no sign of stopping 
falling. It is likely that government can do little to reverse the overall trend of fewer 
jobs for low qualified people, and highly debateable if one would want to. The best 
way to minimise the damage of low skills is to progressively reduce the number of 
people with low qualifications. Presently the UK has too many people with low 
qualifications competing for a shrinking pool of jobs requiring low qualifications.”131 

112. During the inquiry, representatives of several groups told us that the current system of 
skills training was not well suited to the needs of disadvantaged groups. It was described as 
too focused on younger people, for example, as we will note in the section on older 
workers. Similarly, as we describe in the section on ethnic minorities, the policy of focusing 
skills training on people aged 16-19 was identified as a problem for women from ethnic 
minorities, who were more likely to have children at an earlier age. One Parent Families 
told us that the rate of participation in training for lone parents was declining. 132 

The Leitch Review of Skills 

113. In response to concerns about the level of skills in the UK, the Government 
commissioned Lord Leitch to carry out a review of the UK’s skills framework. His report, 
Prosperity for all in the global economy: world class skills, was published in December 2006, 
and the Committee took evidence from him the following week. 

114. The Leitch report warned that “the UK’s skills base remains weak by international 
standards, holding back productivity, growth and social justice.” It added that current 
targets are not demanding enough – “even if current targets to improve skills are met, the 
UK’s skills base will still lag behind that of many comparator countries in 2020. The UK 
will run to stand still.” Instead, a far more ambitious set of targets is proposed. The aim 
would be for 95% of adults to have basic numeracy and literacy skills, and for 90% of them 
to be qualified to Level 2 (equivalent to five GCSEs at grade A-C) or above. Numbers of 
apprentices would rise to 500,000 a year and the percentage of adults qualified to Level 4 
(equivalent to a degree) or above would rise from 29% in 2005 to 40% by 2020.133  

115. If the targets are met, the Leitch report predicted large economic and social benefits 
for the UK: “The prize for achieving this new ambition is huge - a more prosperous and 
productive society, with higher rates of employment, and lower levels of poverty and 
inequality. The report estimates a potential net benefit of at least £80 billion over 30 years, 
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equivalent to an annual boost of £2.5 billion.”134 It estimates that the employment growth 
rate would be increased by around 10%.135 

The Skills Pledge 

116. The Leitch report proposes a bargain between employers and government to raise 
skills levels. Employers would be invited to sign up to a “skills pledge” to provide skills 
training up to Level 2 to eligible employees, based on an initiative in Wales which has seen 
over 10% of employers sign up to such a pledge: 

“The skills pledge would be a specific promise to the workforce that every eligible 
employee would be helped to gain basic skills and a level 2 qualification. A major 
campaign, with public and private employer champions, would encourage employers 
to make a ‘Pledge’ that every relevant employee be enabled to gain basic and Level 2 
equivalent skills – with tuition costs from the Government and time allowances at 
work. Government should consider giving small employers wage compensation for 
these time allowances. With key employers leading the way, the Review sees the 
potential of mass employer engagement with the ‘Pledge’ to deliver significant early 
progress against the world class objectives at Basic Skills and Level 2.”136 

117.  If the takeup of the skills pledge proves to be low, then the report proposes that 
compulsion should be considered. The review recommends: “In 2010, the Government 
and the Commission [for Employment and Skills, see below] should review progress in the 
light of take-up and employer delivery on their ‘Pledges’. If the improvement rate is 
insufficient, Government should introduce a statutory entitlement to workplace training at 
Level 2 […] in consultation with employers and unions.”137 

118.  However, Lord Leitch commented that he would prefer to avoid this if possible: “I 
would rather have incentivisation and encouragement and mechanisms which increase 
awareness of the benefits of training, because there is a direct correlation between skills 
[and] productivity, which is good for your bottom line and employment.”138 If compulsion 
were to become necessary, the report warns that “the UK should only go further if the 
training can be delivered in an employer-focused way that delivers demonstrable 
improvements in productivity – a blunt ‘one size fits all’ form of compulsion is unlikely to 
be effective.”139 

119. Business leaders responded positively to the Leitch report. Richard Lambert, director-
general of the CBI employers' group, said that the Leitch recommendations could "improve 
the UK's skills profile dramatically over the next two decades", and that "[c]ompanies will 
endorse Lord Leitch's central tenet that the skills needs of employers - and employees - 
should be at the heart of adult training,"140 We recommend that the Government liaise 

 
134 “Lord Leitch publishes review of long term skills needs,,” DWP press release, 5 December 2006. 

135 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 4. 

136 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 20. 

137 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 20. 

138 Q 358 

139 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 95. 

140 “Businesses back Leitch recommendations on training”, Financial Times, 6 December 2006 



36  

 

 

with employers’ organisations to promote take-up of the Skills Pledge. It should set out 
a timetable for assessing delivery on the pledge. We also note with interest Lord Leitch’s 
proposal that the introduction of a statutory entitlement to workplace training at Level 
2, in consultation with employers and unions, should be considered following a review 
in 2010 of progress in employer delivery. We intend to monitor developments and 
revisit the issue if necessary. 

The Government’s reaction to the Leitch review 

120. The Leitch review explicitly leaves the detailed implementation of the skills framework 
to the  Government to decide: 

“This policy framework will deliver world class skills. The UK Government and 
Devolved Administrations in Northern Ireland, Scotland and Wales must now act to 
decide detailed next steps. The Government will need to consider value for money, 
capacity of the system to absorb investment, the balance between private and public 
investment and the trade off with other priorities when making its investment 
decisions.”141 

121. The Government has not yet responded officially to the Leitch report, and the 
Minister for Employment and Welfare Reform, Mr Jim Murphy, told us that “We are 
going to spend some time now in the Budget and CSR looking at the details of [Lord 
Leitch’s] review.” However, Mr Murphy did tell us that the report was “a really substantial 
piece of work,” and that he did not think that “any future conversations on skills in this 
country can ignore the substantial challenge that [Lord Leitch] has set out for us.”142 Mr 
Murphy also told us that addressing the Leitch report would entail “enormous challenges 
but also substantial cost.”143 He told us that the Government would aim to respond to the 
Leitch report “in detail in advance of the CSR [Comprehensive Spending Review].”144 

122. The 2006 Pre-Budget Report says that: 

 The Government accepts the higher skills ambitions for 2020 set out in the Leitch 
Review. The Government is already investing heavily in skills to deliver the current 
set of challenging skills targets. […] The Government will consider how best to 
achieve the Leitch ambitions and implement its recommendations, alongside the 
level of resources it will allocate to them, as part of the 2007 CSR process.145 

123. The Leitch report sets out a compelling argument for an overhaul of the UK’s skills 
strategy. Better skills provision is essential if the DWP is to achieve its employment rate 
aspiration; increasing workplace training, and the relevance of qualifications to the 
needs of employers, will improve in-work advancement and make an important 
contribution to job sustainability and retention. We are concerned that, as yet, there 
has been no commitment to financing the implementation of Lord Leitch’s proposals. 
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The Government should be prepared to make a significant early investment in skills 
provision, in order to reap these rewards. 

Work First 

124. The Leitch report points out that the current welfare to work system has a strong 
“work first” approach; it “focuses on interventions to help people into work as quickly as 
possible and does not assess the help people need to stay in work and progress.” It 
identified a lack of “follow-up support for those who lack basic skills or are at risk of 
returning to benefits, unless they fail to find work in the short-term.”146 

125. Lisa Harker told us: 

“Work-first is the right approach but it is not sufficient […] the work-first approach 
does not work for everybody and particularly for those who are very disadvantaged, 
far from the labour market.  Taking some time to prepare for work but also finding 
the right job for the right person is worth it and it pays off in the long run.  That 
would involve some change of practice in Jobcentre Plus across all programmes, a 
change in orientation – what I called in my report “work-first plus”.147   

126. Pamela Meadows of the National Institute for Social and Economic Research told us:  

“Work First seems to work for those who are job ready.  It is probably the most 
appropriate approach for them and the most cost effective approach.  For those who 
are not job ready, Work First seems to lead at least in a substantial minority of cases 
to people simply cycling [in and out of employment].  If you do not give them the 
skills and if you do not help with the other problems that enable them to cope with 
the jobs that they go into, they drop out of the jobs.”148   

127. Jim Murphy, the Minister for Employment and Welfare Reform, acknowledged that 
there was a link between skills and job retention, which Jobcentre Plus had not dealt with 
well enough in the past: “we know we are not doing enough because the interventions are 
not structured enough on the relationship between skills and sustained employment.  
Exactly where a coherent and a more joined-up adult skills approach would be based is 
something we are having a conversation on […]”149 

128. The DWP and the Department for Education and Skills recently produced a joint 
survey of available evidence on the role of skills in the labour market. It found that “[t]he 
evidence suggests that the best approach is a combined one where people continue active 
job search and alongside that they undertake training that they continue if they obtain a 
job”. It also found that “[t]he only skills screening that is currently carried out [by 
Jobcentre Plus] is for basic skills needs.”150 
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129. There are several points on which the likely effect of the Leitch proposals is not yet 
clear. One is the interaction of the proposed Learner Accounts, which the DWP will pilot 
from Autumn 2007, with benefits. The Leitch report states that “Learner Accounts provide 
people with virtual funding to use at an accredited learning provider of their choice. By 
channelling funding through the learner, individuals have real purchasing power over their 
learning.”151 We asked Lord Leitch and his team how Learner Account funding was likely 
to affect benefit entitlement. Mr Stephen Evans of the Leitch Review team told us, “it is for 
the Government to decide the interaction.  What is clear for people on benefits is that some 
of them need to learn.  It is for the Jobcentre to decide which of them need to get skills 
whilst they are out of work.”152 The DWP should clarify in what ways the benefit 
entitlements of people out of work who use Learner Accounts will be affected and what 
particular impact such participation will have on the job search obligations of those 
who claim Jobseeker’s Allowance. 

130. Another question which remains unclear is that of whether people on Jobseeker’s 
Allowance who are assessed as having a basic skills need, and who begin training, will still 
be required to be available to work, and to take up short-term work. The Minister, Jim 
Murphy, told us that skills training was best provided in work. However, if a jobseeker is 
forced to interrupt basic skills training with periods of short-term or seasonal work, it may 
be counterproductive, and make it more difficult for him or her to move off benefit for 
good. The DWP should consider the interaction between basic skills training and short-
term job placements, and set this out clearly in its response to this report. 

Migrant workers 

131. During the inquiry, we heard evidence from several witnesses that migrant workers 
could increase competition for low-skilled jobs. Richard Cairns of Glasgow City Council 
told us that high numbers of migrants “will both drive the employment rate up […] but at 
the same time to some extent that will make the process of placing indigenous 
Glaswegians, if you like, into work yet more challenging.”153 Professor Ivan Turok told us 
that due to high levels of immigration, “there is now more competition for lower paid jobs 
at the bottom end of the labour market.  The risk is our Incapacity Benefit and other jobless 
clients do not get these jobs because there is a more productive workforce available.”154  

132. Dave Simmonds of Inclusion told us that:  

“[T]here is no doubt at all that it does increase the competition at the low end of the 
labour market, and so for those people who are benefit claimants now, who are 
seeking to get back into the labour market, many of those migrants are competing 
for the same sorts of jobs. […] economic migrants are coming and actively seeking 
work - positively wanting to find work because that is their purpose in coming 
here.”155 

 
151 HM Treasury, Prosperity for All in the Global Economy: World Class Skills, p 111 

152 Q 416 

153 Q 1 

154 Q 63 

155 Q 217 



39 

 

133. A recent report from HM Treasury stated that “[t]wo recent studies of the effect of 
immigrants on the UK labour market found no evidence that immigrants have any effect 
on either the employment chances of domestic workers or local wage rates.”156 Similarly, a 
DWP working paper found that migration flows from EU accession countries had had 
“minimal impact on native workers.”157 

134. Paul Gregg told us that migrant workers were not always able to compete at the 
appropriate skills level within the labour market, because their qualifications were not 
recognised in the UK:  

“ […] migrant workers usually come with skills, but they are not always skills that are 
recognised in the UK.  That means that they tend to compete in sections of the 
labour market below their educational level.  One response that would make a lot of 
sense is trying to get learning and skills councils to be engaged in the process of skill 
qualification recognition from abroad, which may involve short courses to get 
recognition here.  These groups then in a sense will be competing at the right part of 
the labour market distribution, and particularly at the top because that is where our 
skills shortages are most biting.  We need to make sure that migrant workers are 
really getting into the better jobs, which they are often qualified for; but the skill 
recognition is not often there because it is not a UK qualification.158 

135. Lord Leitch told us, “all the evidence that we have looked at shows that immigration is 
good for the economy, it has a positive effect on the economy and does not have an adverse 
effect on employment rates […]What we are seeing from the research is that immigration 
takes the domestic jobs which are not being filled.” However, he said that there was a 
“perception at the individual level that it [migration] makes it more competitive.” Where 
this was the case, he said, improving skills levels was the right response: “to upskill people 
or to give people the skills so they can compete […] the best thing we can do for 
individuals who are competing, because on a one-to-one basis it might happen that you are 
competing with somebody who is better skilled from Poland, is to give people the right 
skills for the jobs.” 159 

136. A recent report from the Treasury Select Committee, on the 2006 Pre-Budget Report, 
found that “the lack of robust statistics on migration means that it is difficult to assess the 
overall functioning of the labour market”, and called for the Government to summarise the 
results of current ONS research on migration statistics in the 2007 budget.160 

137. Accepting that the issue of what effect migrant labour may have on the UK labour 
market is a complex one, we conclude urgent, up-to-date, high quality independent 
research is required. This research should consider the impact of different groups of 
migrants, particularly those with high and low skills, in different local employment 
markets in the UK. Such research should be published. 
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Co-ordinating skills and employment services 

138. The Leitch report identified a lack of co-ordination between skills and employment 
services in the UK: “Current skills and employment services have different aims which 
means that delivery can be complex with an array of agencies trying to give help and advice 
to people. As a result, people do not receive the full support they need and are unsure how 
and where to access it. The risk is people will be trapped in worklessness or low paid jobs, 
lacking the support they need to get into and stay in work and progress.”161 The report 
stated that this problem must be resolved: “an integrated employment and skills service is 
essential to ensure people get the help they need to find work, stay in employment and get 
on in their career in the modern labour market.”162 

139. The Leitch report set out various options which the review had considered for 
addressing this problem, including merging the Learning and Skills Council with Jobcentre 
Plus, or changing the division of responsibility between the DWP and the Department for 
Education and Skills. However, it concluded that neither would be a satisfactory solution. 
Merging the LSC and Jobcentre Plus “would create an immensely large organisation with 
responsibilities ranging from commissioning training from FE colleges to processing 
benefit claims. The risk is that such an organisation would be too unwieldy to manage.”163 
Changing the remits of the DWP and DfES “would create significant problems of its own. 
While the divide between work and skills would have been eased, new ones would be 
created. Recommending national institutional change would not necessarily deliver an 
integrated service for people.”164 

140. Instead, the Report proposed that the focus should be on improving the performance 
of the current system: “much can be achieved through changing the objectives that each 
part of the system faces, altering the policy they deliver and ensuring stretching scrutiny 
through local institutional rationalisation – making the current system work.”165 This is 
consistent with one of the broader messages of the Leitch review – that “chopping and 
changing”, re-organising existing systems, is not the best or only way to achieve 
improvements. 

141. The Leitch review is right to focus on improving the way in which the current 
employment and skills systems work together, instead of recommending a large-scale 
reorganisation. However, this will be a challenging task. If the services of Jobcentre Plus 
and the Learning and Skills Council are to be aligned to create a smooth service, the aims 
and objectives of the two organisations will need to be reviewed. We recommend that the 
Government include, in its response to the Leitch review, details of how the transition 
from out-of-work to in-work skills support can be facilitated and how such an approach 
will be reflected in job entry and learning outcome performance targets. 
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Commission for Employment and Skills 

142. The Leitch Review also proposed the establishment of a new Commission for 
Employment and Skills [ESC], to replace the existing NEP and SSDA. This new body 
would have the remit of championing the Government's Skills Strategy.166 We recommend 
that if it is established the Government should also give the Commission the role of 
championing the 80% employment aspiration. As we discussed in Chapter 4, we believe 
that NEP programmes such as Ambition and Fair Cities form an important part of efforts 
to improve the employment rate of people from ethnic minorities and other groups at a 
disadvantage in the labour market. It is important that this focus is not lost in the new ESC. 
We recommend that the ESC have within its remit a requirement to continue the 
employer-led work which the NEP has carried out in order to improve the employment 
chances of people from ethnic minorities and other disadvantaged groups. 
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6 Cities Strategy 
143. The January 2006 Green Paper, “A New Deal for Welfare”, noted that despite progress 
in recent years, “there remain pockets of persistent low employment, low skills, poor health 
and weak overall economic performance.”167 Unlike in many other European countries, the 
UK tends to have higher levels of deprivation and unemployment in its inner cities, as 
compared to suburban and rural areas. The DWP told us that in the UK “as a rule of 
thumb, labour market disadvantage is concentrated in our inner cities; but in countries like 
France and Italy, disadvantage tends to be concentrated in the suburbs.”168   

144. To address this, the DWP launched the Cities Strategy in May 2006. The DWP 
described the programme as a “new and innovative approach to delivering welfare services 
on the ground of the UK's major towns and cities.” It said that it would “give the 
opportunity to local providers and partners to come together in a single consortium and 
provide solutions to the specific problems that prevent people getting into the labour 
market.” Savings made through delivering improved solutions could then “be ploughed 
back into local services and other local initiatives.”169 

145. The Minister for Employment and Welfare Reform, Jim Murphy, told us that the 
Cities Strategy was an important and long-term part of the DWP’s plans for raising the 
employment rate: “Our intention is for the Cities Strategy not to be time-limited at all.  The 
Cities Strategy we see as a department as an important platform of delivering a localised 
welfare system for the long term.”170 

146. The Cities Strategy aims to break down the barriers between different government 
agencies, such as health, employment and education services, working in the same areas 
with workless people. The Secretary of State said at the launch of the Strategy that it would 
allow “local partners to work together within a community to improve economic 
regeneration through skills, employment and health.”171 This effort to reduce “silos” is to be 
commended, although it will undoubtedly be difficult to achieve in practice.  

147. To choose the areas in which the Cities Strategy would be piloted, an “Expressions of 
Interest” exercise was carried out. This closed on 3 July 2006 and the fifteen successful 
“pathfinder” areas were announced on 27 July 2006.172 The next stage was the production 
of business plans, and these were to be given to the DWP in December 2006. 

148. The organisations we spoke to broadly welcomed the Cities Strategy initiative, 
although many commented that it was too early to tell how successful it would be.173 Cay 
Stratton of the National Employment Panel told us she believed that “the principles which 
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underpin the Cities Strategy should be charting the direction for the future of welfare 
reform.  I believe fundamentally it is right.”174   

149. Richard Cairns of Glasgow City Council told us that pooling or aligning budgets 
would allow greater efficiency in delivery: 

“The existence of the Cities Strategy offers us the potential to do things more 
efficiently.  In fact, there is an expectation that we will do things more efficiently and 
that is one of the things we have to do.  Although Glasgow has had the whole 
question of social renewal and addressing worklessness at the heart of its strategies 
for some time, and it is a fundamental pillar of the economic strategy of the city, the 
very fact that the DWP, as it were, are now officially on-side on the same agenda and 
the budgets associated with that are officially on-side on the same agenda gives us a 
stronger and greater number of shoulders behind the wheel.  Where the difference 
will come is around the alignment of intent, assuming we can find a way of doing it.  
Great if we do not physically pool the resources, at the very least we can share 
information and attempt to integrate effort.”175 

150. In order to achieve this, however, Mr Cairns told us that Cities Strategy consortia 
would need to get a clear understanding of what employment services were working well, 
and achieve the best mix of public, voluntary and private sector provision:  

“The challenge and question for us that the public sector bodies who ultimately will 
be funding this kind of activity have to look at is the extent to which different types of 
interventions and different types of vehicles for doing that are appropriate in 
different situations.  It has been said before that what matters is what works […] I 
think there is an argument for a mixed economy of delivery but there needs to be 
some very sharp thinking about where the focus should be.”176 

Mapping provision and Early Engagement 

151. Mapping existing provision is an important preliminary stage in rationalising the 
delivery of services in a city. On our visit to Glasgow, we heard evidence that a mapping 
exercise had revealed uneven distribution of services. Kate Still of Equal Access to 
Employment told us, “a lot of the growth of organisations delivering on employability are 
fixed at the point where people fund it, so it is at the job outcome stage, and yet there is a 
lot of work that has to be done in a pathway with individuals before they get anywhere near 
that.”177 Professor Ivan Turok argued that the Glasgow exercise showed that “the balance of 
activity was heavily skewed towards preparing people for work (through skills and 
jobsearch), rather than initial engagement (or ‘outreach’) and in-work support.”178  

152. As discussed in Chapter 8 in relation to lone parents, engaging people who are far 
from the labour market will be crucial to achieving the DWP’s employment aspiration. 
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During the Committee’s visit to Glasgow, we heard about initiatives which were underway 
there to contact people who were not considering employment and encourage them to take 
steps towards getting a job. David Coyne of One Plus told us: 

“People often start their journey towards engagement towards economic activity in a 
very small scale way dealing with the immediate crisis in their life, whether that is 
around childcare, debt, parenting issues, and through organisations like us engaging 
with lone parents on those issues we can then start to address issues about self-
confidence and returning to some form of training and then thinking about work 
often some months into the engagement with them.”179 

153.  Richard Cairns of Glasgow City Council told us that this could be done by a variety of 
organisations which were helping individuals with other issues, and that it needed to be 
done to a high standard: 

“We know that one of the areas where we have to do more work in order to move 
people from various forms of benefit into employment is earlier engagement and the 
fact is […] that people will engage around the issues that are most pressing for them 
in the first instance.  The types of services that help people deal with those are 
delivered by a variety of organisations, I suspect a significant number of them at least 
in the voluntary sector.  Once one has built that engagement, built that confidence, 
built a reliable understanding of what someone’s circumstances are you can then 
[…] start to introduce the question of employability and the question of employment 
as an alternative to whatever their current circumstances are.  […] Arguably if one 
can maintain it to a very specific standard then it matters less who does it and it 
allows us potentially to create some sort of connection between the confidence 
winning role that service providers have and then building part of that bridge into 
employment.”180 

154. One approach that had had good results in Glasgow, Mr Cairns told us, was the Full 
Employment Areas Initative (FEA): 

“The Full Employment Areas Initiative originally started as a pilot and the way it 
works is we employ local animators, people from within particular communities, 
equip them with the skills to go out to places where one would find the workless and 
engage with them, raise the questions about employment, work with groups of 
people, work with families with a view to starting them on the path.  What you get is 
someone who is an independent broker recognised as having that local credibility 
with no specific axe to grind who then points people towards other sources of 
support and assistance to get them started along that continuum.”181 

155. An evaluation report in 2004 found that the FEA was making progress in engaging 
with people who would not normally use support services: most of “the organisations to 
whom [FEA] clients have subsequently been referred suggested that they would not 
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normally see such clients as part of their ‘normal’ client group.  This suggests that the FEA 
Initiative is engaging with hard to reach clients and is therefore highly additional.”182 

156. Mr Cairns told us that, as part of the Glasgow City Strategy, funders would need to 
consider how to achieve a more even distribution of services within the city, with less 
activity around job search and more early engagement and in-work support: “In effect 
what we have to do is depress the bulge in the centre of that employability activity graph 
and raise both ends.”183  In order to achieve this, they would have to “shift where we spend 
the money […] [either] we continue to fund the same sorts of people and ask them to do 
different things at those two ends of the spectrum or […] purchase other forms of service 
and intervention at those two ends of the spectrum at the expense of whatever is currently 
going on in the middle.”184 

157. We heard from Wayne Shand of the LGA and Manchester City Council that other 
Local Authorities were engaged in similar mapping exercises: “I think most of the pilot 
areas of the Cities Strategy, and there are 15 nationally, are engaging in the process of 
trying to do that sort of mapping exercise.” Mr Shand told us that Manchester City Council 
had established a skills board two years previously “to try and bring the strategic 
commissioning and delivering agencies together […] to make sure that, particularly in the 
vocational, training and educational sector, any provision that is being put in place is 
specifically aligned to the requirements that employers have and to use the resources as 
effectively as they can.”185  

158. This evidence suggests that the Cities Strategy is, to an extent, building on initiatives 
which are already underway in many places. This is to be welcomed, as it shows 
responsiveness on the part of DWP to local concerns. Dave Simmonds of Inclusion told us 
that every local authority in UK cities was probably engaged in a similar initiative, “quite 
simply because there is that local recognition that more is needed over and above what is 
being provided through the mainstream programmes, either in terms of improving the 
performance of those mainstream programmes or reaching out to groups which those 
mainstream programmes were not designed for outside the eligibility criteria.”186 

Joint Working 

159. An important factor in the success or failure of the Cities Strategy will be the extent to 
which it promotes joint working between different Government agencies. In Glasgow, we 
heard about the Equal Access to Employment initiative. This is a partnership between the 
city’s main service providers, including Jobcentre Plus, the Greater Glasgow Health Board, 
Glasgow City Council, and careers advice services, amongst others.187 Kate Still, the 
partnership’s Network Director, told us that improving employment chances could also 
work to meet the objectives of other organisations within the partnership:  
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“In terms of the Equal Access strategy, health, social work, the council, the local 
economic development agencies and the voluntary sector are all working in 
partnership […] What we are trying to do is change the attitudes to say, “Within 
health and social work we know there is evidence that says people’s health can 
improve if they have access to employability, so at the stage you are engaging with 
them you need to know who you can refer on to locally and there has to be locally 
co-ordinated groups of practitioners, of operational staff and strategic planning”.188 

160. Ms Still told us that the partnership was working to improve awareness and co-
operation between employees of different agencies: “bringing the practitioners together so 
that they can work effectively, they know who is about, what services they provide, where 
they can go to and who will provide that additional support […]no one organisation can 
crack this problem on its own, if we want to meet that employment rate we all have to work 
together in a co-ordinated fashion.”189 However, she told us that not everybody welcomed 
the new approach. More work was needed to improve “training and culture change and in 
joint working,” and to develop “shared assessment tools to identify when somebody is 
ready to consider employability or training.”190 

161. Professor Alan MacGregor told us that joint working was likely to be hampered by the 
attitudes of people working in different public services: “The frontline staff of many 
agencies working outside of the employability area will often be at best neutral and at worst 
hostile to employment as an objective for their clients.  There are a number of reasons for 
this but the fundamental one is based on the factually correct notion that the kinds of jobs 
their clients are likely to achieve are low paid with poor conditions.”191   

Flexibilities 

162. Several issues emerged during the course of the inquiry which were likely to have an 
impact on the success of the Cities Strategy. We believe that the Strategy has the potential 
to make a significant difference to the employment rate and to the life chances of people 
living in some of the UK’s most deprived areas. However, this will not happen unless the 
DWP follows up its verbal commitments with real flexibility and is able to persuade other 
Departments to do so also. There are early indications that this may not happen, which are 
of concern to the Committee. We hope that the DWP will reconsider some of these issues 
to give the Cities Strategy a real chance of making a difference, as we explain below. 

163. When the Committee visited New Zealand, we were impressed by the flexibility 
available to Regional Commissioners working for the Ministry of Social Development, 
which covers many of the same policy areas as the DWP. Regional Commissioners have 
the same commissioning powers as the Chief Executive (equivalent to a Permanent 
Secretary in the UK), and, we were told, were able to negotiate to get co-operation from 
leaders of other services. They are able to design and commission programmes to meet the 
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needs of particular groups in their areas. An example was the Pacific Waves programme 
which we will discuss  in Chapter 9.  

164. In contrast, at present little detail is available on exactly how much flexibility each City 
Strategy will be granted.  The Minister of State for Employment and Welfare Reform, Jim 
Murphy, told us that the two areas where flexibility would not be allowed would be in the 
“core rights and responsibilities agenda”, and levels of benefit payable: 

“It is important to say one of the two areas where we are not interested in devolution 
is the core rights and responsibilities agenda.  If a city was to say to us, “We don’t 
want our customers to sign on every two weeks”, we are not interested in that.  If a 
city says, “We want to give higher Jobseeker’s Allowance rates”, we are not interested 
in that either.”192 

165. All of the selected Pathfinder authorities submitted Expressions of Interest (EOIs) to 
the DWP, as outlined above. These documents are available on the DWP website.193 Each 
document includes a list of issues which the consortium working in the area has identified 
as barriers to increasing the local employment rate, along with suggested flexibilities to 
overcome them. Wayne Shand, of the LGA, told us that areas will be including a more 
detailed list of requested flexibilities in their business plans.  

166. Although only a preliminary indication of the flexibilities which Cities Strategies 
consortia are likely to request, these EOIs do give a useful sketch of the sorts of flexibilities 
which each consortium believes will be useful. Several, including Nottingham, Heads of the 
Valleys and Leicester, request flexibilities in the eligibility rules for benefits and 
employment programmes.  

167. The Nottingham consortium notes that “[b]enefit restrictions prevent […] funds 
being used for training of more than 16 hours per week. This inhibits local partners from 
being able to provide training which fully meets the needs of employers and jobseekers […] 
we would like to pilot it [flexibility] with specific BME groups or in specific wards.” They 
also ask for flexibility in housing benefit rules, to “retain stability by keeping housing 
benefit and free prescriptions for a transitional period. We need to reward people 
financially for working by making the incentive great enough to overcome their fear of 
moving from incapacity benefit and reassuring them that we will take every possible step to 
ensure that the transition is easy and smooth and not something to fear.” 194 

168. A similar suggestion was made by David Coyne of One Plus, who told us that “if we 
could look at the interaction between Housing Benefit, Working Tax Credits and Childcare 
Tax Credits we could use the transition into work and make it a more rewarding 
experience.”195 

169. Heads of the Valleys requests flexibility on return to work credits: 
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“Jobcentre Plus are able, under Section 2 of the Employment and Training Act 1973 
to make non-taxable payments to customers in the form of return to work credits. 
These are currently available to Pathways and Want2Work clients. [We] would wish 
to extend this provision across any clients who cannot currently benefit from this 
credit […] This would require legislative change to enable incentive payments and 
return to work credits to be disregarded in tax calculations […] This would remove a 
barrier to clients wishing to undertake a ‘taster’ and afraid of losing their benefit. 
Removal of this barrier would result in reduced unit costs.”196 

Leicester asks for flexibility to extend Work Trials “beyond the current 13 week limit.”197 

170. We asked Jim Murphy whether there would be flexibility on eligibility for 
programmes. He told us that this would be possible, but only with the caveats set out 
above: 

“Justine Greening:  Just very briefly, will there be flexibilities regarding eligibility 
rules?  You have talked about sanctions and stuff not being devolved and obviously 
the amounts that people get paid in benefits not being devolved, but will eligibility 
rules to programmes be something that are decided at the local level? 

Mr Murphy:  If a city was to say, ‘We have a specific problem and a specific challenge 
in this area’  then we would listen to what they have to say.  If, for example, the East 
London consortia was to say, ‘We have a particular challenge regarding Bangladeshi 
women’ then we would listen to see what their solution would be.  We have an open 
mind, but without breaking out of that national rights and responsibilities 
framework however.”198 

171. Outreach into local communities will be essential to raise employment rates in the 
disadvantaged areas where the Cities Strategy will be piloted (this is discussed further in 
Chapter 9). We asked the Minister whether consortia would be able to place temporary 
Jobcentre Pluses in these areas: 

“Justine Greening: […] Do you think that as part of the Cities Strategy one of the 
things you will consider is possibly for those big projects that are going to be going 
on for several years that there may be some benefit in setting up some temporary 
Jobcentre Pluses for very local initiatives to make sure that local people can take 
advantage of the jobs that are there in their community as they arise?  

Mr Murphy: I think if people in the consortia wish to make that as part of the 
flexibilities in the bid, we will listen to it.”199 
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Centralisation of Procurement 

172. One area in which local decision-making might be expected in the Cities Strategy is 
that of procurement. However, the DWP has recently announced that it will centralise 
Jobcentre Plus procurement decisions.200 Mr Murphy explained to us that this had been 
done for two reasons: a “perception” that there might be a conflict of interest, as Jobcentre 
Plus both awarded contracts and provided services, and a desire to ensure a higher level of 
expertise in making procurement decisions. He said that the DWP aimed to create a 
“centre of excellence in procurement at the heart of the department which will drive 
greater efficiency and will get us a better structure to our contracts.”201 

173. Mr Murphy told the Committee he thought that, when making contracting decisions, 
experience and expertise were more important than local knowledge:  

“It is an issue as to whether it is proximity to the service delivery or expertise in the 
service delivery, and there is a play-off there, of course. Bringing into the Department 
that procurement process I think will create, as I have already alluded to, that centre 
of expertise that will enable us to monitor these contracts in a really effective way to 
make sure that what is contained within the contracts is effectively delivered, that 
there is no cherry-picking of customers based on the easiest to help and that the 
management information flows quickly enough so that there is an early warning 
system of any difficulties within the contracts.  I am not certain, although you may 
wish to make observations of your own, that it has always to be about proximity. I 
think it is about understanding the system which is really very important rather than 
the geographic location.”202 

174. Mr Murphy told the Committee that “we will look for ways within the Cities Strategy 
to give those consortia the chance to influence the national procurement policy.”203 

175. We heard evidence which suggests the centralisation of procurement would impede 
the ability of local decision-makers to respond to specific labour market conditions. Alan 
MacGregor said that “Jobcentre Plus [is] often now contracting for services over a much 
wider area than previously and working with a smaller number of contractors.  However 
the problem with this approach is that the contract selection process is not carried out by 
people sufficiently close to the service being delivered to know whether value for money is 
being obtained.”204 By extension, this problem seems likely to worsen if procurement is 
centralised still further. There is also the question of how centrally-based procurers will be 
able to compensate for local knowledge of which providers have worked well in the past 
and which are well engaged with the local community. 

176. Richard Cairns of Glasgow City Council told us that procurement should be one of 
the tools available to Cities Strategy consortia:  
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“Greg Mulholland: […] do you think there will be advantages in involving the 
Jobcentre Plus procurement to allow Cities Strategy partnerships to contract 
provision locally? 

Mr Cairns:  Yes.  If you think of all the discussion we have had around what local 
agencies know about this, and assuming that one can design that procurement 
process so that it has a quite clear best value discipline attached to it then absolutely.  
These are City Strategies.  At what point do we abandon the principle of the City 
Strategy and leave it to the mercies of some other process?  If we are serious about it 
then we need as many of the tools in the toolbox at our disposal as possible and that 
would be one of them.”205 

177. In its expression of interest submitted to the Cities Strategy planning process, 
Nottingham commented:  

“Recent moves to regional procurement have had a negative impact on local control 
and flexibility to respond quickly to local circumstances. This hinders local strategic 
planning and accountability of impact on the ground. To address this we are 
requesting that resources intended to benefit Nottingham are devolved to the 
Jobcentre Plus District Manager and the Skills Board. Regional procurement has had  
[a] negative impact on the local voluntary and community sector who have been 
disadvantaged through the process. We need to harness the ability of this sector to 
reach those most distant from the labour market and are unable to do this within 
these procurement processes.”206 

178. Centralisation of procurement may reduce the extent to which Cities Strategy 
consortia can make locally appropriate decisions. We recommend that the DWP make 
clear how consortia will be able to “influence” procurement decisions, and ensure that 
they have a significant role in choosing providers. Consortia should be able to control 
at least some funds directly; [for example, their allocation from the Deprived Areas 
Fund as recommended below in Chapter 9]. 

Budget flexibilities 

179. In order to improve employment chances in deprived areas, flexibility over budgets 
and programmes will be needed. As the Secretary of State pointed out in his Cities Strategy 
launch speech, the division of available funds into up to 70 distinct budgets, each with their 
own rules, can militate against appropriate responses to local problems.207 

180. The Secretary of State’s speech also made it clear that part of the aim of the Cities 
Strategy was to allow the pooling of existing budgets.208 However, it is not yet clear whether 
this will include the budgets of organisations such as Jobcentre Plus and the Learning and 
Skills Council. The evidence which we heard on this point strongly suggested that the 
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Cities Strategy would need to include these flexibilities in order to succeed. Wayne Shand 
of the Local Government Association told us that “unless the Government departments 
release grip and allow greater local delegation to this then the Cities Strategy probably will 
not work.  You will be able to deal with the peripheral funding issues around the edges of 
core, but unless you fundamentally change the approach of how national programmes are 
delivered and commissioned then the Cities Strategy will not work.”209 

181. Dave Simmonds of Inclusion expressed a similar view, telling us that “City Strategies 
will not be as effective as they can or should be if they are just marginalised to what is called 
the “funny money” at the edges.  It is the performance of the mainstream programmes that 
needs to be improved, and that is the critical step which City Strategies can and should be 
taking, and so seeing those mainstream programmes, both in LSC and Jobcentre Pluses, 
within the Cities Strategy pot is incredibly important.”210 

182. The expression of interest submitted by Nottingham asked for flexibility over 
Learning and Skills Council funding:  

“Many of the Cities Strategy hotspot wards have high concentrations of people with 
low or no qualifications (40.9% of Nottingham’s population hold below level 2 
qualifications) and the consequent employment rates for this group (55.5% for the 
conurbation) evidence that this is an inhibitor to employment. Flexible and tailored 
community based learning at a foundation level is therefore needed to support this 
client group towards level 1 and 2 qualifications. Where national PSA targets are 
being met (e.g. Skills for Life outcomes) flexibility is requested for the local LSC to 
have the autonomy to redirect LSC funds to deliver foundation level provision in the 
hotspot wards.”211 

183. Leicester agreed that “[w]e would like to establish pooled funding arrangements 
between the City Council, NRF, SRB, ESF and Job Centre Plus and LSC to allow for a joint 
commissioning process to be developed in line with the City Strategy priorities.”212 

184. The Minister for Employment and Welfare Reform, Jim Murphy, told us that 
announcements about core budget flexibility would be made shortly: 

“What we have set aside thus far is some seedcorn money to enable the consortia to 
come together to establish a small secretariat if they so wish, and we will in January 
make some detailed announcements about the flexibilities and the funding around 
those flexibilities.”213   

185. As flexibility will be key to the success of the Cities Strategy, it is important that the 
DWP should be clear about what is allowed and why. This will enable fair and informed 
assessment of the success of the programme. We recommend that DWP publish the full 
list of flexibilities requested by the 15 Cities Strategy pathfinder areas, as it has 
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published the initial Expressions of Interest. If it has decided not to grant any of the 
requested flexibilities, it should explain why.  

186. Unless the Cities Strategies are able to make use of core budgets from 
organisations such as Jobcentre Plus and the LSC, and make significant alterations to 
the way in which services are delivered, it is doubtful whether they will be able to 
achieve as much as the DWP hopes. We recommend that DWP clarify as soon as 
possible what budget and programme flexibilities will be available to the Cities 
Strategies. We recommend that it be bold in allowing local consortia to make real 
changes in order to tackle worklessness and social exclusion in cities. 

187. Chapters 3 to 6 of this report have focused on the cross-cutting issues which, witnesses 
told us, needed to be addressed in order to raise the employment chances of people at a 
disadvantage in the labour market. The next three chapters will look in more detail at three 
groups with low employment rates – people over 50, lone parents and people from ethnic 
minorities – and consider some of the specific problems they face and measures which 
would help address them. 
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7 People Over 50 
188. The employment rate for people over 50 is 71%, and is on an upward trend. Evidence 
from Inclusion predicted that the employment rate for this group and the overall 
employment rate “will rapidly converge within the next ten years, on current trends.”214 
This table shows the current position:215 

Figure 3: 
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189. However, The Age and Employment Network/Help the Aged argued that the 
improved employment rate should not be taken as an indication that older people required 
no help:  

“There has been no reduction in the numbers of economically inactive people aged 
50-SPA since 1997. The pool of under-utilised or wasted talent and skills remains as 
large as ever. The over-50s make up 40% of all the non-working people of working 
age. 30% of the 50-SPA age cohort, 2.6m are inactive. In some parts of the country it 
is well over 50%. This feeds a major barrier in the labour market, the conviction that 
there are no suitable jobs and if there were they should go to younger people.”216 
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Age Concern agreed that “[t]here are large numbers of over-50s wanting work in every 
region and nation.”217 TAEN pointed out that improving the employment rate of people 
over 50 will be crucial if the DWP is to achieve the employment rate aspiration.  

Current targets 

190. The DWP has an aim of getting an extra million people over 50 into work.218 We 
heard evidence that this aim needed to be clarified. Andrew Harrop of Age Concern told 
the Committee: 

“By about 2016 to 2020, so looking a decade ahead, we would have an extra million 
just from the growth of the cohort, so we would support the one million target, but 
only if it is over and above gains just from demographic change so that it is a change 
in the employment rate for the 50-to-69 age group rather than just the size of that age 
group.”219  

191. When questioned on this point, the Minister, Mr Jim Murphy, told us that the figure 
of a million people was in addition to the increase which would result from demographic 
change. He said, “our aim is not a million more, it is a million on top of demographics.”220 
However, no specific timeframe is attached to this aim, and it is not clear how the DWP 
will define “on top of demographics” in assessing whether the aim has been reached. 

192. The DWP’s PSA target for older workers aims to increase the employment rate of over 
50s and decrease the gap between it and the overall rate “significantly”. In both cases, 
“significantly” is defined as meaning “at least 1%”.221 Patrick Grattan of TAEN told the 
Committee that “we need to tighten up the PSA target which the DWP currently has which 
is an extremely modest and unmeasured one of simply decreasing the gap in the 
employment rate between the under- and over-50s.”222 Andrew Harrop of Age Concern 
agreed, saying “We think it is really important, as part of the process of refreshing the 
Department’s PSAs at the Comprehensive Spending Review, that a real target in terms of 
the employment rate for this age group is agreed.”223  

193. We concur that raising the employment rate for people over 50 is essential and that a 
clearer target needs to be set. We recommend that the DWP’s next set of PSA targets 
include a clearer target for increasing the employment rate of people over 50, as a 
stepping stone clearly linked to the achievement of the employment rate aspiration. 
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Employment and skills programmes 

194. TAEN/Help the Aged told us, “[t]he impact of DWP national employment 
programmes on older workers is marginal compared to Government action on other 
under-employed groups. There is a danger in assuming that market forces will drive 
continued improvement in employment rates, despite the barriers to employment.”224  

195. We were told that current employment programmes were often not focused on the 
needs of older people. TAEN pointed out that whilst groups such as ethnic minorities and 
lone parents are targeted by specific employment programmes, this was not the case for 
older people.225  

196. Witnesses argued that specific programmes were not necessarily the answer, but that 
there was a need for monitoring to ensure that the general programmes to which older 
people had access were suited to their needs. Patrick Grattan of TAEN/Help the Aged said:  

“I would say we are not going to have special programmes based on age but what we 
have got to do is not let this become a marginal issue and we have got to put right up 
front: are all these various programmes working for all age groups.  Is Pathways to 
Work working for all age groups?  Is employer training working for all age groups?  
[…] [T]he Government – Ministers and others – have got to demonstrate that these 
programmes on skills and on work really are working equally well for all age groups, 
because at the moment the messages are fudged or hidden.”226 

197. In particular, it was argued, area-based initiatives such as the Cities Strategy or 
Employment Zones risked leaving out older people, unless they were specifically located 
with the needs of over 50s in mind. This is because, as Age Concern told us, “[p]eople over 
50 without work are more widely dispersed across local authority areas than people out of 
work aged 25 to 49,” and there are also “more pockets of severe employment disadvantage 
for over-50s than for adults aged 25 to 49 […] these are not always the same disadvantaged 
areas.”227  Age Concern suggested that “[t]he government therefore needs to ‘age proof’ the 
selection of area based initiatives.”228 

198. To make sure that employment programmes are working equally well for older 
people, TAEN suggested that performance information needed to be placed regularly in 
the public domain: “At present it is hard to discover whether Government programmes are 
working equally well for all age groups and therefore are responsive to the ageing of the 
population. Such data as is available is not publicised, often because it shows that 
programmes are not working so well for the over-50s.”229  

199. TAEN also stated that data should be provided on whether a range of programmes, 
including New Deals and Cities Strategy, were working equally well for people under 50 
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and over 50. We agree that this would be a good way of monitoring these programmes and 
making sure they are “age-proof.”  

200. Witnesses identified skills training as an important requirement to help older people 
enter or progress within employment.230 However, they told us that current skills training 
programmes were poorly suited to older people. Patrick Grattan of TAEN/Help the Aged 
said,  

“Our view is that the skills strategy is not fit for purpose for this age group; it is all 
about formal full level 2s […] our common approach is saying: “Here is a 
qualification designed for an 18-year-old and you, over 55-year-old, should do it.”  If 
you want to go back into nursing, shall we say, or start as a nurse and you have had 
30 years as an adult, is that the right kind of qualification?”231 

Andrew Harrop, of Age Concern, agreed, saying that “[e]ven though most of the schemes 
on offer are available to people of all ages there is a culture that skills is about young adults, 
and that culture needs to be shaken up.”232  

201. To improve skills provision for older people, Andrew Harrop suggested that a more 
tailored approach should be developed: “If we focused on giving everyone who does not 
have formal qualifications an entitlement to a level-2 skills-set, plugging qualification gaps 
with specific, tailored opportunities that fit their needs, that would be much more suitable 
for many older workers.”233 This reflects the approach recommended by the Leitch review, 
considered in Chapter 5, which also calls for a move towards a Level 2 entitlement.  

202. Andrew Harrop also called for “robust monitoring and targets of the age profile of 
training participants.”234 As with other employment programmes, this would be useful to 
ensure that the skills needs of older people are being met.  

203. We recommend that the DWP publish data on whether those employment 
programmes available to over 50s and under 50s are working equally well for both age 
groups, and this should be done at least yearly. Area based initiatives, including the 
Cities Strategy pilots, should be included in this data. The DWP should more explicitly 
monitor the participation of people over 50 in skills training programmes. 

New Deal 50+ 

204. We heard evidence that the New Deal 50+ was no longer as effective as it had been 
when first launched. Age Concern told us: 

“New Deal 50 Plus was a successful programme until 2003 when a £60 weekly credit 
was absorbed into Working Tax Credit.  Since then the number of job entries have 
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halved. New Deal 25 Plus remains moderately successful and we support plans to 
extend the Intensive Activity Period to older claimants.” 235 

205. In order to join New Deal 50+, a person must have been on a benefit for at least six 
months.236 We heard evidence that this delay could cause particular problems for older 
people. Andrew Harrop of Age Concern said that over-50s should be treated differently 
from younger groups, as “they risk becoming detached from the world of work faster and 
accepting early retirement.” The ideal situation would be one where “New Deal 
programmes and the equivalent were available as soon as was needed by that individual on 
a personalised basis, depending on their barriers from the labour market.” 237  Richard Exell 
of the TUC agreed, saying that whilst in many ways older jobseekers had similar needs to 
younger ones, “[a]ll the evidence we have got is that economic status reinforces itself for 
this age group [the over 50s].”238 

206. Age Concern told us that “Older people without work experience […] particularly 
high barriers to returning to work  […]  After initial optimism about finding work they 
have a tendency to become rapidly detached from the workplace.”239  TAEN stated that 
“personal barriers to opportunity are based on self-limiting beliefs that ‘we have had our 
chance’ and there are no more opportunities. These are as important as employer 
stereotypes and barriers based on age.”240  

207. We were also told that the term “early retirement” was not straightforward. Richard 
Exell of the TUC told us that “[f]or a majority of older non-employed people, even when 
they are describing themselves as early retired, actually it was not a voluntary decision; they 
have got very low levels of income, they are heavily reliant on state benefits and most of 
them say that it is not what they had planned for their future.”241 This supports the view 
that early intervention is vital for this group. 

208. Organisations told us that the decline in the performance of New Deal 50+ was 
particularly problematic because of the delay in introducing BoND which was discussed in 
Chapter 3. Age Concern told us, “[t]he long-term future of the New Deal remains in doubt 
with no news of the proposals for a personalised, streamlined New Deal.”242 Patrick Grattan 
of TAEN/Help the Aged agreed, saying that “We accepted that we were moving away from 
a world where New Deal is defined by age, and that New Deal 50 Plus was gradually dying, 
on the basis that the whole thing would be rejuvenated for all ages.  That has not happened 
because of resource constraints or for whatever other reasons.”243 

209. As recommended in Chapter 3, the DWP should move towards a flexible New Deal 
along the lines of the Building on the New Deal proposals, and pilots of this 
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programme should include people over 50. Allowing older people to become distanced 
from the labour market, and come to think of themselves as “early retired”, is a loss to 
the economy, limits the choices of older people and increases their risk of poverty. We 
recommend that the DWP move towards making New Deal support available for this 
age group as soon as benefit is claimed. 

Age discrimination 

210. The Committee was told that age discrimination on the part of employers was a 
significant problem for older workers. Richard Exell of the TUC told us that it was “very 
common for older people to report age discrimination,” and that evidence for the problem 
was “indirect, but […] quite persuasive.”244 Andrew Harrop of Age Concern said that: 

“The latest evidence is that a third of people in the course of a year say they have 
experienced age discrimination which is extraordinarily high.  We have also just 
done some qualitative research with people over 50 looking for work and they 
mentioned age discrimination early and consistently throughout the research as the 
major barrier that they were facing.  These were not people that you would in any 
way think of as difficult to employ. They were capable, they had done a wide range of 
jobs, they had the sort of  life skills that employers cry out for and they just were not 
getting a chance. That was a consistent message from six different focus groups.”245 

He added that many employers admitted to this: “Even last year a survey had 1 in 10 
[employers] saying that they discriminate in recruitment and I suspect a lot more who do 
not own up to it still have those sorts of attitudes in their recruitment practice.”246 

211. We were told that age discrimination was often based on misconceptions about the 
abilities of older people. A report by the TUC, Ready, Willing and Able, states that 
“employers often hold stereotypical views about older workers,” and that “these influence 
recruitment, training and promotion practices. The stereotypes found to have the closest 
relationship with actual employment practices are: older workers are hard to train; do not 
want to train; lack creativity; are too cautious; cannot do heavy physical work; have fewer 
accidents and; dislike taking orders from younger workers.”247  

212. To counter this, the TUC report cited studies which show that older workers are no 
more resistant to new skills training than younger ones and that they have similar 
frequency and type of workplace injuries. They do not have more absence from work than 
younger workers, though they do have a different pattern of absence, tending to take fewer, 
longer spells off work. The TUC also argued that “experience can enable workers to 
compensate for declining powers”.248 
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213. The CBI stated that it “shares the Government’s objective of raising participation rates 
amongst older workers given strong concerns about the sustainability of pensions, 
economic growth and future labour supply.”249  

214. The DWP told us that it is working to encourage employers to recognise the benefits 
of a workforce that includes older workers: 

“The Department will continue to build on the success of the ‘Age Positive’ 
campaign to encourage employers to realise the business benefits of adopting more 
flexible approaches to retirement, giving individuals more choice and more 
opportunities to stay in work for longer.”250 

215. Age discrimination was described as promoting under-employment as well as 
preventing entry to employment. Andrew Harrop of Age Concern told us that “[a]ge 
discrimination is as significant in influencing under-employment, people being employed 
beneath their capabilities and skills, as it is to just getting into the labour market at all.”251  
The issue of under-employment was looked at in Chapter 4. 

216. Recent regulations have made it illegal  for employers to discriminate on the basis of 
age, with certain exceptions.252 Witnesses told the Committee that they welcomed the 
regulations, but were concerned that they needed clarification. Andrew Harrop told the 
Committee that  “[t]here is an awful lot that is not yet clear in the legislation particularly 
about how easy it will be to justify direct discrimination […] the early test cases on what 
that means in practice will be crucial.”253 He also said that promoting awareness among 
employers and employees was important. Patrick Grattan of TAEN/Help the Aged agreed 
that the new regulation “is not the whole answer, but without a doubt it is part of the 
answer.” 254 

217. Age Concern suggested in evidence that the new Commission on Equality and 
Human Rights should take the lead in monitoring the success of the new law. “The CEHR 
should monitor the development of age discrimination case-law and intervene in litigation 
to ensure that age-based practices are only lawful in exceptional circumstances.  However if 
tribunals permit widespread discrimination the CEHR should request that the 
Government […] tighten the legislation.”255 We recommend that the Government 
monitor, through the new CEHR or directly, the effectiveness of age discrimination 
legislation.  

Forced retirement 

218. The issue of forced retirement at a certain age was mentioned by Age Concern, which, 
together with its new membership organisation, Heyday, is applying for a judicial review of 
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the regulations, which currently include an exception to allow employers to compel people 
to retire at 65.256  The DWP has said that “in 2011 we will review whether the time is right 
to sweep away retirement ages altogether […].”257 

219. Andrew Harrop of Age Concern told us that  

“[I]t [the exception] is being interpreted by employers to mean, “We had better get 
rid of people over 65 because we might face risks if we don’t”, so rather than being a 
rarely used exception, the early evidence seems to be that it is becoming a default that 
employers do it unless they have a very good reason not to.  That is really important 
for people’s opportunities over the age of 65, but it also sets the tone for employment 
for at least five years before that, possibly longer, because you have a countdown to a 
fixed arbitrary age rather than it being about the individual employment 
relationship, how good any one employee is and how long they wish to carry on 
for.”258 

220. On 6 December 2006 the High Court ruled that Heyday’s legal action should be 
referred to the European Court of Justice. The Government did not contest this view in the 
High Court. The Director of Heyday, Ailsa Ogilvie, welcomed this, saying that she hoped 
the ECJ would “declare that the UK’s new law does not fully implement the European 
Directive outlawing age discrimination,” and that “the Government would be forced to 
amend the legislation to give workers over-65 the same protection from discrimination 
that younger workers have.”259 We will follow with interest the outcome of this challenge. 

221. We welcome the Government’s initiative on outlawing age discrimination, but we 
remain concerned that it still leaves people over 65 without adequate protection. Given 
that the State Pension age is due to rise steadily in future, and that there is a consensus 
in favour of making retirement a process rather than a cliff-edge event, we recommend 
that the Government reconsider its decision not to address this issue until 2011. 
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8 Lone Parents 
222. Good progress has been made in recent years towards raising the employment rate of 
lone parents. Professor Jane Millar has explained that: 

The introduction of the New Deal for Lone Parents (NDLP) as a national 
programme in 1998 represented an important change in UK policy towards lone 
parents […] NDLP was the first labour market programme specifically for lone 
parents […] lone parents could access their own support programme, one which 
aimed to offer them individual, tailor-made information and support […] 
Employment rates among lone parents rose from around 46% in 1997 to around 
51% in 2001.260  

However, this rise has slowed recently, which is discussed further below. This graph shows 
the current situation and projected future changes:261 
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223. Lone parents are, as we have already noted, a very diverse group with complex needs. 
One Plus, an organisation providing training and support to lone parents, told us that the 
employability of an individual lone parent depended on several groups of key factors:  

• Personal Attributes: The knowledge and skills a Lone Parent possesses and 
his/her attitude; 
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• Personal Circumstances: This includes issues such as transport, childcare and 
physical / mental health; 

• Structural: The economic, environmental and social context within which 
work is sought including issues of place, employment opportunities and 
inequality.262 

224. Some of the challenges lone parents experience relate to their status as parents. As Lisa 
Harker’s report explained, all parents share some common employment requirements – “a 
job that enables them to balance their work and caring responsibilities, access to childcare 
(if appropriate) and a sufficient income to lift their family out of poverty.”263 Lone parents 
face a particular challenge in balancing the demands of paid work with those of being the 
sole main carer of their children. 

225. However, as Kate Green of the Child Poverty Action Group said, some also experience 
other barriers, such as a disability. She told the Committee that  “we see a lot of lone 
parents who are also […] parents of disabled children, maybe disabled parents themselves 
or maybe carers.”264 The question of how policy should adapt to provide a more effective 
service to those with multiple disadvantages is examined in Chapter 3. 

226. Just over half (56.5%) of lone parents are currently in employment.265 The DWP has 
set an objective of increasing the employment rate for lone parents to 70% by 2010. This, it 
calculates, will mean getting an extra 300,000 lone parents into work.266 Witnesses  
supported the objective of making it easier for lone parents to balance paid work with 
caring for their children. The Equal Opportunities Commission told us that: 

“[n]o-one should feel obliged to give up their caring responsibilities in order go into 
paid work.  Equally, no-one who wants to be in paid work should be kept out of 
employment by the absence of support for their caring responsibilities.  Raising the 
employment rate will require greater investment in those support services.”267   

227. Chris Pond, Chief Executive of One Parent Families, told us that the target was a 
reflection of lone parents’ own desire to work: 

“I think it is an ambitious target.  It is less ambitious than the target for lone parents 
themselves, 90% of whom tell us that if the circumstances were right, in other words 
if the affordable and quality childcare was available and if the right jobs were there 
and the right pay was there, they would like to work.”268     

228. DWP argued that important progress has been made in recent years: 
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“In 1997 the lone parent employment rate lagged behind those of many other 
countries. Since then there has been substantial progress: the employment rate of 
lone parents has risen by 11.3 percentage points to 56.6% (spring 2006) and the 
number of lone parents dependant on Income Support has fallen by over 200,000 to 
around three quarters of a million now.”269   

229. The rate of increase in lone parent employment appears to have slowed recently. 
According to Labour Force Survey figures, it is currently 56.5% and has not increased since 
Spring 2005.270 Professor Paul Gregg argued that this was a facet of a generally slow labour 
market.  He added that other data showed “continuous small gains over the last two or 
three years” although “nowhere near at the level or order of magnitude that would make a 
serious stab at a 70% target.”271 

230. There was general agreement among witnesses that further policy changes would be 
needed to reach 70%. The Centre for Economic and Social Inclusion (Inclusion) argued 
that: 

“Reaching a 70% employment rate by 2010 looks difficult unless there is something 
to cause a change in trend. The more rapid increases from 2000 and again from 2004 
can be attributed to the development of New Deal for Lone Parents and the 
introduction of Tax Credits. This would suggest that further improvements in 
programmes and incentives will be needed.”272  

231.    Witnesses also argued that because the necessary policy changes would take time to 
implement and take effect, the 70% target was unlikely to be reached by 2010. One Parent 
Families argued that “there is very little time to allow any new proposals to bite.”    
Professor Paul Gregg said: 

“The level of step-change that is needed in order to produce it is huge […] We are 
virtually into 2007.  The kind of changes that we need will take a year or two to get 
on the ground, to make them happen, and that does not leave enough time to get to 
2010.  We are really looking at playing a slightly longer game here.  We really should 
be thinking about what comes after 2010.”273     

232. A range of policy measures are necessary to address the complex needs of lone parents 
attempting to move into and keep paid work. Some, such as measures to encourage the 
provision of suitable affordable childcare, are crucial but ones that we have not had the 
opportunity to look at in detail in this inquiry. The main focus here has been the services 
provided by Jobcentre Plus (or commissioned by DWP or others) which engage lone 
parents and help them to move towards paid work and, once in employment, to retain it. 
The evidence which will be discussed below suggested the need for a shift in policy – with, 
in particular, more efforts to engage disadvantaged lone parents in the NDLP and to 
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improve sustainability of employment, and specific measures targeted at lone parents in 
London.  

New Deal for Lone Parents 

233. One Parent Families described the New Deal for Lone Parents (NDLP) as “the 
Government’s main initiative to help lone parents into paid work.” Participation is 
voluntary. One Parent Families explained that: 

“NDLP has seen a steady increase in participation rates and in the subsequent 
number of participants getting jobs. Still in February 2006, only 63,370 lone parents  
8 % out of a total population of 777,100 lone parent families on key benefits  were 
participating in the programme.”274 

234. Professor Paul Gregg told the Committee that “the number of people actually coming 
on to the New Deal for Lone Parents has improved, but it is still relatively low compared 
with the stock.  We have a simple lack of engagement.”275 

235. Witnesses also suggested that those who needed to engage may be “harder to help”. 
Chris Pond of One Parent Families told us that progress “is getting more difficult because 
the groups that we are trying to help now are the hardest to reach.  We all know that the 
further you get up the mountain, the thinner the oxygen gets, and we are now above the 
tree line in terms of this target.” The groups who would need to be encouraged to work in 
order to meet the target, he said, included those with “lower levels of qualifications,” the 
“less job ready,” and “those who have been on benefits for longer … two-thirds […] [of 
lone parents on benefits] have been on benefits for two years.”276 One Parent Families also 
argued that most of the initiatives to date – such as the work search credit – “seemed 
designed to push those who are work ready over the tipping point into work.”  

236. As a response to this, the Single Parent Action Network (SPAN) recommended: 

“stronger links and joined-up thinking between these voluntary providers, and 
statutory agencies such as Jobcentre Plus, Learning and Skills Council in order to 
consolidate the implementation of WRAP. Direct sustainable government funding is 
required to enable lone parent organisation to continue to deliver and expand these 
innovative services. At the very least, lone parent organisations should be enabled to 
develop quality assurance frameworks for the delivery of services for hard to reach 
lone parents by other independent providers.”277 

Work-focused interviews 

237. Since April 2000, DWP has been rolling out a requirement for lone parents who are 
on Income Support (or claiming benefits at certain Jobcentre Plus offices) to attend 
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compulsory work-focused interviews (WFIs).278 In its January 2006 Welfare Reform Green 
Paper, the Government said that the success of work-focused interviews and the New Deal 
for Lone Parents had encouraged it to go further, increasing the frequency of work-focused 
interviews for certain groups.279 From April 2007, the DWP will be “extending the Work 
Focused Interview intervention regime by introducing WFIs at six-monthly intervals for all 
claimants with a youngest child aged 13 or younger”. DWP describes the purpose of these 
interviews as helping to ensure that lone parents are “aware of all the help available.”280 

238. One Parent Families acknowledged that WFIs play this role and stated that it had 
accepted “a limited amount of conditionality”281 for this reason. However, it was 
unconvinced that the introduction of further WFIs would be effective. Chris Pond said:  

“Frankly, compulsion is not going to buy you very much progress towards the target 
[…] It could be counter-productive because one of the great successes of the New 
Deal for Lone Parents has been its voluntary nature, the fact that people feel they are 
engaging on a voluntary basis and they therefore engage more enthusiastically than 
they would if required.  Most importantly we do not think, frankly, that Jobcentre 
Plus and the DWP can deliver on increased conditionality without undermining the 
quality of the provision that is already there [...] We are very, very anxious that the 
attempt to increase that conditionality is simply going to mean that the quality is 
going to fall further, the amount of help and support that lone parents are given is 
going to be reduced, and it will be more difficult to reach the employment target and 
not easier to do so.”282 

239. One Parent Families told us that the evidence of the effectiveness of compulsory WFIs 
was, in their view, doubtful:  

“Academic evaluations of the evidence have found what, in our view, are relatively 
small impacts. Initial administrative data analysis found that the introduction of 
Work Focussed Interviews had no clear impact on the numbers of new or repeat 
Income Support claimants moving into work, and produced only a one percentage 
point increase in the number of stock claimants doing so.  

Recently published analysis suggests a more positive effect. Analysing the extension 
of WFIs to lone parents with children aged under three in 2003, Knight and Thomas 
state that: ‘At six months after the claim start, for the years immediately prior to the 
LPWFI extension, the rate of exit of this group of eligible lone parents was between 
19 to 22 %. Accordingly, the LPWFI impact of 1.5 to 2 percentage points relative to 
the base exit amounted to a reasonable increase.’  

However, this research was not able to separate out the effect of WFIs from the effect 
of additional schemes being piloted within the New Deal for Lone Parents. Perhaps 
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more significantly, nor could it separate out their effect from the introduction of 
New Tax Credits, also in 2003.”283 

240. A 2003 report by the National Employment Panel also questioned the effectiveness of 
increased compulsory WFIs, concluding that they risked “becoming simply a ‘box ticking’ 
exercise for overburdened staff. Instead, we think it makes more sense to retain an element 
of discretion and to place greater focus on the content and quality of the interaction 
between Personal Adviser and lone parent.”284 

241. The Secretary of State for Work and Pensions has recently announced plans to 
encourage more lone parents  to enter work. These will be considered in Chapter 11. 

Work Related Activity Premium 

242. In addition to the extension of work-focused interviews, the Government is piloting a 
new Work Related Activity Premium (WRAP) – so that lone parents are better off if they 
take serious steps towards preparing for work.285 Paul Gregg described this as a “strategy to 
financially induce lone parents to engage in a successful service” and an idea that is “worth 
considering extensively.”286 

243. The WRAP is targeted, in particular, at lone parents with secondary school-aged 
children who, the Treasury argues, have a “responsibility to make a serious effort to return 
to work.”287   From April 2007, in pilot areas, lone parents whose youngest child is aged 11 
or over will get an extra £20 per week on top of their benefits for a period of six months if 
they agree, with a Personal Adviser “to take the necessary steps to prepare themselves for 
entering and competing in the workplace.” The “WRAP will be supported by the 
introduction of quarterly Work Focused Interviews (WFI) with a personal adviser where a 
plan of action is agreed that will help them make that step off benefits and into work.”288    

244. Organisations working with lone parents supported the introduction of the WRAP. 
One Parent Families welcomed “the recognition that there may be steps that lone parents 
need to take before they enter employment, and the idea of a progression route into work 
rather than a simple leap. We hope that the introduction of WRAP will enable NDLP to 
offer more to those furthest from the labour market whom it has traditionally served least 
well.”289   The Single Parent Action Network (SPAN) agreed.290 

245. Both organisations, however, had concerns about the details of the proposals, 
questioning whether it should be targeted at lone parents with school age children, for 
example. One Parent Families argued that a relatively high proportion of lone parents with 
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older children already do work – 66% for those with children aged 11-15 – suggesting that 
“those with older children who are not in work may face serious barriers and are not a 
‘quick win’ group, and secondly, that “action directed at this group is unlikely to have a 
significant effect on the 70% target.”  One Parent Families explained that it understood that 
DWP were suggesting that, while lone parents with younger children would have to opt in 
to WRAP, those with children aged 11+ would have to opt out of the activity and the 
premium. It explained its concerns about this: 

“We think that this firstly, will be incredibly resource intensive for Jobcentre Plus at a 
time when they are already struggling, and secondly, will send out the wrong 
message to lone parents. We know that lone parents worry about going to the 
Jobcentre, particularly that they will be forced to work when they do not feel ready. 
An ‘opt out’ policy, sold as something that is stepping up the pressure on lone 
parents will alienate those lone parents who are worried about work, and who could 
most benefit from work related activity.”291  

246. One Parent Families, SPAN and One Plus recommended that the WRAP should be 
available to all lone parents on a voluntary (opt in) basis.292 SPAN recommended that the 
period for which the WRAP was payable should be extended to a year.293 One Plus argued 
that this should be done in certain cases: “[p]ayment of the premium for six months is 
restrictive – reasons for lengthening it might include training courses which last longer 
than six months; where the  lone parent has a learning disability or some other disability; 
where activity has been interrupted because of illness (in the lone parent or their child); or 
recurrent factors such as school holidays.”294 

247. Lisa Harker, in her report for the DWP on child poverty, was more open to the idea of 
introducing the WRAP on an opt-out basis, in conjunction with quarterly or six-monthly 
WFIs (which she described as a form of ‘soft compulsion’):  

“The premium potentially offers a way to incentivise efforts to prepare for a return to 
work without penalising those who are not ready to take a job. The pilots will 
determine the impact of offering a payment on an opt-out basis. On the basis of this 
evidence the Department should then look at whether a payment of this sort should 
be rolled out nationally – either on a voluntary or mandatory basis – to all lone 
parents with school-age children.”295 

Improving Engagement 

248. We conclude that Jobcentre Plus needs to do more to successfully engage harder to 
reach lone parents.  The further increase in the frequency of WFIs  announced in the 
Pre-Budget Report 2006 may not be an effective use of Jobcentre Plus advisers’ time 
and may undermine the quality of the provision that is already there, making it more 
difficult effectively to engage disadvantaged lone parents in preparing for paid work. 
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We recommend that DWP monitor carefully the success of  the implementation of this 
measure. 

249. The Committee welcomes the introduction of the Work Related Activity 
Premium, which appears to be a sensible way of engaging lone parents to prepare for 
work. We have received evidence, however, that targeting it at lone parents with 
secondary school age children may not be the most effective use of the programme, and 
we conclude that the DWP should consider making it available to lone parents with 
children of all ages on an opt-in basis.  

250. We recommend that, in its evaluation of the WRAP, the DWP should attempt to 
quantify the effectiveness of the quarterly work-focused interviews which accompany 
the WRAP payments. Particular attention should also be paid to whether the six 
months allowed is long enough to engage disadvantaged lone parents.  

251. We conclude that it is essential to ensure good links between voluntary and 
community organisations and Jobcentre Plus and the Learning and Skills Council to 
help engage lone parents with Jobcentre Plus provision. 

New Deal Plus for Lone Parents 

252. Once lone parents are engaged, the New Deal for Lone Parents needs to provide a 
service to meet their varying and complex needs. One Parent Families argued that the New 
Deal Plus for Lone Parents, which has been operating in five areas of the country since 
Spring 2005, offers valuable additional support and should be rolled-out nationwide. New 
Deal Plus for Lone Parents offers, in addition to the normal provisions of the New Deal for 
Lone Parents: 

• Ongoing support from a Jobcentre Plus Personal Adviser prior to and during 
the transition to work.  

• Financial support including the £40 in work credit, the work search premium 
(a £20 payment for lone parents who have been on benefit for more than 12 
months and who agree to undertake more intensive steps to find work) and 
the inwork emergency fund to help lone parents meet unexpected costs 
during the first two months of starting employment.  

• Childcare support through extended schools childcare, childcare tasters and 
support from a childcare partnership manager 

• Training opportunities, including flexible training provision and the payment 
of a training premium for NDLP participants; and  

• Opportunities for taking steps to move closer to work to build confidence 
such as mentoring. 296  

253. One Parent Families stated that this “offers valuable additional support, and we 
believe that this should be rolled out across the country. Combined with the Work Related 
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Activity Premium, this would represent an impressive package to help lone parents back to 
work.”297 

Transitions from Benefit to Work 

254. During the Committee’s visit to Glasgow, lone parents at the Rosemount Lifelong 
Learning Centre told us about the financial uncertainties involved in moving from out-of-
work benefits into paid work. Difficulties included gaps in income while waiting for the 
first pay cheque, dealing with demands for increased repayments of debt, which may have 
been dormant while the lone parent was on benefit, and dealing with interruptions in 
income if they had to take time off, because a child was ill, for example.  Kate Green of the 
Child Poverty Action Group told us that: 

“The risk that lone parents feel they are taking as they move into employment or 
increase their hours is indeed borne out by the way in which the benefit system may 
interact and start to make that transition quite uneconomic.  I think at the very least 
there is a need for incredibly good advice at that point about the financial 
implications of changing a working pattern and moving into paid employment, and 
that advice is often not entirely complete.”298 

She said that lone parents often preferred “poor but safe” benefits to the unpredictability of 
fluctuating earned income.     

255. We asked Chris Pond of One Parent Families whether the DWP should consider 
continuing benefit payments for a short period after a lone parent enters work, to prevent 
short-term financial hardship. He told us: 

“Certainly we need to look at ways of trying to provide that continuity because that 
period while lone parents are waiting for their first pay packet can be a very difficult 
period indeed.  It will be a real disincentive to many lone parents to take that step, 
wondering how on earth they could make ends meet while they wait for the first pay 
packet to come in.  So we do need to explore new ways of providing that rollover into 
employment.”299 

256. Lone Parents who have been on benefits for 26 weeks can at present receive a £250 job 
grant on entering employment, and payment of benefits can be extended for the first four 
weeks of employment in certain circumstances.300 We recommend that Personal Advisers 
be given greater discretion over further benefit extensions. 

257. The package of measures included in the New Deal Plus for Lone Parents – with its in-
work emergency fund and ongoing support from a Jobcentre Plus adviser – has the 
potential to address some of these issues.  
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258. We recommend that the Government ensure that lone parents receive advice on 
their existing employment rights. The Committee welcomes the piloting, in the New 
Deal Plus for Lone Parents, of measures which offer increased support for lone parents 
preparing for and moving into paid work.  We recommend that a commitment be 
made in the Comprehensive Spending Review to roll out the effective elements of this 
nationwide, either as New Deal Plus for Lone Parents or as part of a more flexible 
Building on the New Deal programme, as recommended in Chapter 3.  

Lone Parents in London 

259. Employment rates in London are lower than for the rest of the UK – the so-called 
“London effect.”301 The overall employment rate in London is 67%, compared to 72% in 
the country as a whole.302 Part of this effect can be explained by the presence in London of 
high proportions of people with characteristics which are associated with labour market 
disadvantage. Pamela Meadows of the National Institute for Social and Economic Research 
told us that “inner London has a concentration of people who have characteristics which 
put them at a disadvantage in the labour market wherever they live.”303 Examples of these 
characteristics included:  

“being of Bangladeshi origin […] [having low or no] qualifications, [not] speaking 
English as a first language or indeed speaking English at all.  London has a higher 
proportion of first generation migrants generally in its population.  There is always 
an issue with newcomers in that they do not have access to the same social networks 
as a means of finding jobs.”304 

260. Lone Parents seem to have particular problems in London. The London Child Poverty 
Commission found that parents in London had lower employment rates than in the rest of 
the UK: 

“The employment rate for lone parents living in London (43%) is well below the rate 
for lone parents outside London (58%). Lone parents in both Inner and Outer 
London have very low employment rates (39% and 47%) relative to lone parents in 
the rest of the UK. 

The employment rate for mothers living in couples living in London (60%) is well 
below the rate for couple mothers in the rest of the UK (73%). Within London, rates 
are very low for those living in Inner London, where less than half (48%) of all couple 
mothers are in work compared with two-thirds in Outer London.”305 

261. Declan Gaffney, a member of the London Child Poverty Commission, told us that the 
low employment rates in London compared to the rest of the UK were almost entirely 
explained by low employment among parents: 
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“The most striking thing about London, looking at worklessness compared with 
other parts of the UK, is once you take out full time students from the picture, which 
slightly distorts comparisons, and compare the employment rates of the rest of the 
UK parents account for all the difference.  This is both lone parents and mothers in 
couples and fathers, all of whom have employment rates which are lower than 
parents in the rest of the UK.  We found that people who do not have kids tend to 
have very similar employment rates to the rest of the country.”306 

262. Carey Oppenheim, Chair of the London Child Poverty Commission, explained that 
one of the differences between London and the rest of the country was the very low rates of 
part-time working. This, she said, “may be [caused by] a mixture of labour market, 
structural issues but also issues about incentives to work.”307 One Parent Families explained 
that part-time work was a preferred option for many lone parents, with nearly half of those 
in employment in spring 2004 working part-time.308  

263. Evidence suggests that the New Deal for Lone Parents, like all New Deals and 
Jobcentre Plus as a whole, performs less well in London than elsewhere. A Treasury report 
published in March 2006 commented that:  

“Given the greater concentration of groups with labour market disadvantages in 
London, labour market programmes in the capital might be expected to have more 
difficulty reaching the levels of effectiveness seen in the rest of the UK. There are 
indications that this is the case. The proportion of New Deal leavers in London who 
find work through the New Deal is significantly lower than the national average […] 
[…] London’s share of Job Entries through Jobcentre Plus is significantly lower than 
would be expected given London’s share of the national benefit caseload. Again, this 
is reflected across all client groups.”309 

264. We asked Carey Oppenheim what she thought were the reasons for this poorer 
performance. She said, “It strikes me that it would be a combination of turnover within 
employment offices, Jobcentre Plus offices and other offices, coupled with a challenging 
population.”310 

265. Without a significant increase in the employment rate in London, the Government is 
unlikely to reach its existing targets on child poverty and lone parent employment, or to 
achieve the employment rate aspiration. Paul Gregg said that: 

“London is the kind of place that, because of the failures we have had so far, we 
should be trying things such as the work-related activity premiums and the in-work 
credit more extensively than we are nationally.  It should be a breaking ground for 
some of those ideas […] work incentives in London are weak for parents.”311    
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266. Carey Oppenheim told us that the Cities Strategy might work well in London, because 
the “city pilots are an ideal way of being able to test greater cohesion and a more rounded 
service at the front line.”312 The Cities Strategy was discussed in Chapter 6. Pamela 
Meadows told us that early signs suggested that Employment Zones might be performing 
better for harder-to-reach groups, and that this might be because they were smaller in scale 
than Jobcentre Plus:  

“The one thing we do know about measures to help people get back to work is that 
small interventions work better than large ones.  That appears to be partly to do with 
the quality of the staff you are able to deploy when you are doing something new and 
innovative, as opposed to when you are doing something big, serving thousands if 
not hundreds of thousands of people.  That is one of the issues around Jobcentre Plus 
in London.  It is a big, impassable, rule-bound organisation that has to deliver things 
in a way which is equitable across the country, and it is quite difficult within that 
framework to offer the sort of flexible personalised service that you can do in the 
Employment Zones.”313 

267. Declan Gaffney agreed that services needed to be more flexible: 

“There is probably nothing in particular about living in London that constitutes a 
unique barrier to employment.  What we do have in London is very large numbers of 
people who are facing several different barriers which need to be negotiated at the 
same time for work to be a genuine possibility.  It is pretty clear that the employment 
services as they are currently set up are not set up to address those barriers across the 
board.”314  

268. Kate Green of CPAG made an additional point: “The take-up of the childcare element 
of working tax credit is very low.”315  

269. We conclude that the performance of Jobcentre Plus and the New Deals in London 
will need to improve if the DWP is to have a chance of achieving its 70% lone parent 
employment target. Lone parents and other groups with low employment rates face 
particular barriers to work in London, including a lack of affordable childcare and high 
housing costs.  We also recommend that the Government should examine the take-up 
rate of the childcare element of Working Tax Credit in London. 

270. We will follow with interest the evaluation of Employment Zones, and the 
development of the Cities Strategy pilots in London. We recommend that the DWP 
also consider offering enhanced incentives to work to lone parents in London, and ask 
it to set out how it intends to improve its performance in helping lone parents in 
London overcome the particular difficulties they face. As we have already 
recommended, the DWP should move towards a more flexible menu of provision for 
all. 
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9 Ethnic Minorities 
271. The current employment rate for people from ethnic minorities is 60.5%.316 The 
evidence we received from the Centre for Economic and Social Inclusion (Inclusion) 
suggested that it is approaching the overall employment rate only slowly: “Ethnic minority 
employment rates are rising, but on current trends will only reach 65% by 2016. The 
upward trend is slow and erratic, with marked variations between years and between 
ethnic groups. The ‘ethnic penalty’ remains high and in the foreseeable future [the gap] will 
not close sufficiently to claim success. It is likely that there will have to be more radical 
proposals to tackle discrimination and the performance of employment support for ethnic 
minorities.”317  

Figure 5: The employment rate of ethnic minorities, the overall rate, and the gap between the 
two318 
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272. The Minister for Employment and Welfare Reform, Mr Jim Murphy, told us that 
progress was being made:   

“There has been a general view that to close the ethnic minority employment gap the 
previous analysis from about 2003 was it would take a century based on the fact that 
there had been about a 3% improvement over two decades.  The analysis now is 
much more optimistic, but it is not at a level that any of us would be satisfied with.  
The current analysis would be it would take about 30 years or so to close the gap […] 

 
316 Department for Work and Pensions, Autumn Performance Report, 2006, p 27 
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Do we have to do more?  Yes, that is the case on all the things that we are talking 
about today.”319   

273. The PSA target for ethnic minorities is, by 2008,  to increase the employment rate and 
decrease the gap between it and the overall employment rate “significantly,” meaning by at 
least 1%. The DWP is on course to meet this target.320 Amanda Ariss of the Equal 
Opportunities Commission (EOC) told us, “[w]e welcome the fact that there is a target 
[…] but the target could be quite a bit more precise. I suspect one of the reasons why it is 
not is that there is not very much data […] the pattern is hugely different [for men, women 
and members of different ethnic groups], and a target that just merges everybody together 
is not likely to be tremendously illuminating.” The EOC has recently published a report: 
Moving on up? Bangladeshi, Pakistani and Black Caribbean women and work.321  

Table 2: Employment by ethnicity: GB (000s; All of working age (16-59/64)) 

 Male 16-64 
Level               Rate 

Female 16-59 
Level               Rate 

All aged 16-59/64 
Level                 Rate 

British 12,228 79.3% 10,457 72.6% 22,685 76.1% 

Other White 828 81.1% 692 70.6% 1,520 75.9% 

White and Black 
Caribbean 

31 69.7% 28 55.4% 58 62.1% 

White and Black African 14 80.3% 12 56.7% 27 67.4% 

White and Asian 24 63.0% 24 72.3% 48 67.3% 

Other Mixed 24 73.9% 24 63.3% 48 68.1% 

Indian 341 79.1% 242 63.5% 584 71.8% 

Pakistani 168 67.3% 65 26.2% 233 46.8% 

Bangladeshi 52 56.8% 20 22.3% 73 39.6% 

Other Asian 99 70.6% 77 51.7% 175 60.8% 

Black Caribbean 122 70.8% 139 64.0% 261 67.0% 

Black African 150 69.3% 140 57.0% 290 62.8% 

Other Black 8 66.3% 11 56.9% 19 60.4% 

Chinese 48 62.7% 44 51.3% 92 56.6% 

Other  198 64.7% 139 46.8% 338 55.9% 

Total 14,738 78.4% 12,449 70.0% 27,187 74.3% 

ONS, Labour Force Survey, Apr-Jun 2006 

 
319 Q 506 

320 Department for Work and Pensions, Autumn Performance Report, p 27 

321 Equal Opportunities Commission, Moving on up? Bangladeshi, Pakistani and Caribbean women and work: Early 
findings from the EOC’s investigation in England, September 2006 



75 

 

Targeted provision 

274. The DWP has recently reduced its provision targeted specifically at people from 
ethnic minorities. The Ethnic Minority Outreach initiative (EMO) was launched in 2002, 
with the aim of supporting “jobless people from ethnic minority groups who needed help 
in making the transition into employment [...] engaging people, moving them closer to the 
labour market and promoting higher employment rates within ethnic minority 
communities.”322 A DWP evaluation report found that the EMO pilot, which ran from 
2002 to 2004, had been successful in moving people towards the labour market, although 
the people who had been out of work for the shortest time were the most likely to get jobs. 
The report found that members of groups which were less likely to use Jobcentre Plus 
services, such as Indian, Pakistani, Chinese, Turkish and Kurdish people, were more likely 
to take up the EMO scheme.  

275. The scheme worked by taking Jobcentre Plus and other available services out into the 
community, in “nonthreatening and user-friendly venues” and using television, radio and 
the internet. Workers were recruited from within the targeted communities, and the report 
describes the benefits of this: workers “had an intimate knowledge of the employment 
issues faced, spoke community languages, worked in ways which respected cultural 
sensitivities, and [their] personal commitment often far exceeded their contractual 
obligations”.323 Our predecessor Committee noted in a Report: 

“After years of a lack of progress, the Committee acknowledges the steps forward 
that have recently been made in increasing the ethnic minority employment rate and 
the initiatives that have contributed to this. It is crucial that DWP continues with the 
initiatives it has been pursuing, such as the EMO project and targeting resources on 
areas with high concentrations of minority ethnic groups and high unemployment. 
The Department should also conduct a full evaluation. DWP must not become 
complacent about the progress needed to reduce the gap between the ethnic minority 
employment rate and the overall rate.”324 

276. However, the EMO has now been wound up, and its funding incorporated into the 
Deprived Areas Fund. This Fund was announced by the Secretary of State for Work and 
Pensions, John Hutton, in May 2006:  

“We’re creating a new £90 million Deprived Areas Fund which pools together 
money from the Action Teams, Ethnic Minority Outreach and Working 
Neighbourhoods Pilots that are coming to a close. This new fund will be more 
strongly focussed on – and give more money to – the most disadvantaged parts of 
the country. It will give each District the flexibility to decide the type of support 
which would be most effective in meeting the needs of the local area, whilst ensuring 
value for money.”325 

 
322 “Ethnic Minority Outreach: An evaluation,” DWP Research Report No. 229, 2005 

323 “Ethnic Minority Outreach: An evaluation,” DWP Research Report No. 229, 2005 

324 Work and Pensions Select Committee, Fourth Report of Session 2004-5, Department for Work and Pensions: Delivery of 
Services to Ethnic Minority Clients, HC 268, para 192 

325 Speech by Secretary of State for Work and Pensions, DWP City Strategies Conference, Tuesday 9 May 2006, 
www.dwp.gov.uk   
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277. Alan Christie of the Commission for Racial Equality told us that one reason why the 
EMO had been successful was “because it is delivered largely by community organisations 
to the community which is being served, so there is an inherent understanding of the needs 
of the population being served by the people who are delivering the policy […] Therefore, 
it is worrying, the thought that EMO is going away and is being absorbed into a much 
more generalised initiative which will not have the same ability to target that the EMO 
programme has.”326 

278. So far as we are aware, the Deprived Areas Fund does not include a prescribed focus 
on the needs of people from ethnic minorities. Wayne Shand of the Local Government 
Association and Manchester City Council told us that DAF money had not yet been 
released: “We are still awaiting the final decision from Government on the Deprived Areas 
Fund, but it is intended that that money will be pooled alongside other resources.”327 
Because the allocation of DAF funding has been delayed, we recommend that areas 
should be allowed to roll this year’s allocation over into the next financial year, rather 
than being required to spend it by the end of the current financial year.    

279. DAF will be centrally procured, which may mean that small local private, voluntary 
sector or community organisations will find it more difficult to secure funding. As we have 
seen above, the use of local providers was important in the success of the EMO, and it is 
important that this should be carried forward as part of the DAF. (Centralised 
procurement for Jobcentre Plus is considered further in Chapter 6, on the Cities Strategy.) 
The Secretary of State for Work and Pensions said in a speech in May 2006 that “in City 
Strategy Pathfinder areas, this money [the DAF] will be seed-corn money over which the 
Consortia will have complete control and total flexibility to use.”328 However, we were told 
by the Minister of State for Employment and Welfare Reform that all Jobcentre Plus 
procurement was to be centralised.329 

280. The Ethnic Minority Advisory Group (a body made up of prominent employers from 
ethnic minority backgrounds which has been set up by the DWP and advises its Ethnic 
Minority Employment Taskforce) expressed concern at the winding up of the Ethnic 
Minority Outreach Fund: “We have seen successful initiatives like the Ethnic Minority 
Outreach Programme being scrapped and a new City Strategy and Deprived Areas Fund 
put in place, which have no specific remit when it comes to ethnic minorities. Over a 
period of five years the Ethnic Minority Outreach programme put over 10,000 people into 
jobs.”330 We hope that the end of the Ethnic Minority Outreach programme does not 
demonstrate a reduced commitment on the part of the DWP to improving 
employment opportunities for this group. 

281. Evidence suggests that the Ethnic Minority Outreach programme was working well 
at improving employment opportunities for people from ethnic minorities, using small 
local organisations. Since this is to be replaced by the Deprived Areas Fund, we will 
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want to see evidence that organisations contracted to administer the Deprived Areas 
Fund are working with small local groups to reach the same clientele as the Ethnic 
Minority Outreach programme did. It is important that the focus on offering 
employment services to people from ethnic minorities should not be lost, either in 
Cities Strategy areas or other areas. We recommend that Cities Strategy consortia, or, 
in those areas receiving DAF which are not Cities Strategy pathfinder areas, Jobcentre 
Plus District Managers be given control of DAF funding, so that they can contract 
directly with local organisations, instead of having to go through centralised 
procurement.  

282. The proportion of people from ethnic minorities living in cities is higher than 
elsewhere. The DWP’s new Cities Strategy (which is discussed in more detail in Chapter 6) 
would therefore seem to be a good opportunity to raise the employment rate of these 
groups. However, the Cities Strategy allows consortia to set their own priorities for action, 
with only a focus on reducing child poverty being compulsory.331 There is, therefore, a risk 
that not all areas will focus on improving the employment opportunities of people from 
ethnic minorities.  

283. Cay Stratton, of the National Employment Panel, told us that she would expect to see 
a focus on ethnic minorities: “any City Strategy proposal or business plan which came 
forward from a community which had a large number of ethnic minorities in it and did not 
address how they were reaching that, certainly there would be questions.”332 We agree that 
the Cities Strategy represents an important opportunity to improve the employment 
opportunities available to people from ethnic minorities, and it should not be wasted. We 
expect to see that those of the 15 Cities Strategy pilot areas which have significant 
ethnic minority populations have given a high priority to addressing ethnic minority 
unemployment in their plans; the DWP should monitor this, and report back to the 
Committee on this point in six and twelve months’ time. The Department should also, 
in its response to this report, set out its plans to ensure that the focus of, and lessons 
learned from, the EMO are taken forward outside the Cities Strategy areas. 

Community Engagement 

284. Community engagement, such as that included in the EMO, is an important part of 
addressing low employment among ethnic minority communities. On a visit to New 
Zealand in December 2006, committee members met the managers of the Pacific Waves 
programme, which had met its target of halving the unemployment rate among people 
from the Pacific Islands living in the Auckland region over two years.333 We heard that a 
key part of this strategy was involvement of community leaders, including those from the 
church, and of project managers and workers drawn from the Pacific community.  

285. Cay Stratton of the National Employment Panel told us that employment support 
needed to be sensitive to different expectations among different communities: 
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“it is very important to understand where people are starting from […] 
understanding an individual’s aspirations, their aptitude, their skills and starting-
point is critical, because that defines where they want to end up.  For Pakistani and 
Bangladeshi women, for example, the right job for them is probably a safe job, it is 
culturally comfortable and, probably like any single parent, the same kinds of interest 
in a flexible workplace; whereas, for many Afro-Caribbean young men, something 
that looks much more like an apprenticeship kind of programme, leading to a proper 
job, if you will, with a lot of support built into that.  It is being able to customise your 
outreach and customise the provision you are getting.”334   

286. On its visit to Glasgow, the committee visited the Ethnic Minority Enterprise Centre 
in Pollockshields, an area of high unemployment. Staff and service users there told us that 
local residents from ethnic minorities sometimes had preconceived ideas about the sorts of 
jobs they would go into, which did not fit the demands of the local labour market. This 
could prevent them from undertaking the sort of skills training which would allow them to 
find work. A useful way to tackle this might be broader use of the Fair Cities approach, 
which was discussed in chapter 4. 

287. The DWP has recently announced that it intends to invite faith groups to play a larger 
role in delivering welfare services. The Minister for Employment and Welfare Reform, Jim 
Murphy, said: 

“I want to see a greater role for faith based groups in UK welfare delivery. If we are to 
successfully tackle problems like poverty, long-term unemployment and benefit 
dependency then we need to ensure that people have access to the services and 
support that the welfare state offers. I believe that faith based groups offer an 
invaluable link into communities and individuals who may at first be reluctant or 
unsure of how to engage with the state and the programmes that are there to help 
them.”335 

288. The importance of community outreach was underlined by Cay Stratton, from the 
National Employment Panel, who told us: “we have learned that outreach in the 
community is essential and it is essential, by and large, not by government agencies but by 
community-based organisations that the groups are trying to reach, have connection with, 
that those organisations are credible with those groups.”336   

289. Cay Stratton told us that employment services could be made more accessible to some 
people from ethnic minorities by delivering them in settings which they were already using 
for another reason: for instance, “for women who speak either no English or not fluent 
English, who normally are associated with a mosque or community health facilities or a 
childcare centre, provision delivered there, in a setting which is safe and where they are 
doing something else” would be helpful.337 
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English as a Second Language 

290. In some areas there is a shortage of ESOL provision. A report by the Chief Inspector 
of the Adult Learning Inspectorate found that “[a] shortage of ESOL tutors with 
appropriate expertise persists in large cities. The shortage is also becoming more acute in 
some of the rural areas now attracting migrant workers from the Accession States of the 
European Union. The dearth of suitably qualified tutors contributes to a lack of suitable 
provision to meet this new demand […].”338  

291. The DfES announced in October that the existing entitlement to free ESOL training 
up to Level 2 was to be removed. From August, only those in receipt of income related 
benefits or the higher rates of Working Tax Credits will be able to receive free training.339 
The ALI report finds that the exclusion of entry-level skills from Government skills targets 
is a contributing factor to this lack of ESOL provision:  

“A serious concern is the exclusion of entry levels 1 and 2 from the government’s 
targets for Skills for Life. For many learners, particularly recent arrivals in England 
and learners with little previous formal education, learning at these levels is 
paramount.  Providers increasingly cite a need to concentrate on meeting national 
targets as justification for significantly reducing the provision they make at these 
levels.”340 

292. The opportunity to acquire or improve English skills can be an important step 
towards entering work for some members of ethnic minorities. We recommend that a 
higher priority be given to making ESOL training available to those people from ethnic 
minorities for whom it would increase their chances of finding work, and that the 
Government monitor the success of this provision. 

Discrimination 

293. Witnesses agreed that discrimination was a problem for people from ethnic 
minorities. Cay Stratton told us “[t]here is no question that ethnic minorities experience 
disadvantage in the labour market, and one of the things which is particularly worrying is 
that does not change a lot in the second generation. We have something called the Ethnic 
Penalty, […] when you factor out skills, employment, work experience, you still find a 
penalty, which is part of the 15%gap. One of the things the Business Commission is trying 
to do is trying to quantify how much of that can be attributed to private sector or employer 
discrimination.341 We think it is about 30%, which is substantial; we do not know that.”342  

 
338 Adult Learning Inspectorate, Preparation for Life and Work: Annual Report of the Chief Inspector 2005-6, 

www.ali.gov.uk 

339 See for example Roger Kline, The Guardian, TEFL supplement, 9 January 2007. 

340 Adult Learning Inspectorate, Preparation for Life and Work: Annual Report of the Chief Inspector 2005-6, 
www.ali.gov.uk 

341 The Business Commission is “a new Commission of private sector business leaders [which] will be asked to advise on 
helping the private sector to tackle race discrimination in employment. This builds on the recommendation made in 
the National Employment Panel report ‘Enterprising People, Enterprising Places’.” Source: 
www.emetaskforce.gov.uk 
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294. Alan Christie of the Commission for Racial Equality agreed that employer 
discrimination was a significant problem, although it was hard to measure precisely: 

 “It is very difficult to quantify what employer discrimination exists; how do we 
measure it? […] 85% of Asians and 82% of Black people continue from school into 
some form of further and higher education, compared with 69% of white people; yet 
[…] only 4%BME employees are in work training programmes as against 10% white 
employees […] There may be many reasons, but you have got to think that there 
might be some element of differential expectation, or differential perception, 
between different groups of people […] if we go back to the Outreach programme, 
22 % of jobseekers in that programme who did not get a job felt that the reason they 
were not getting the job was because they had been racially discriminated against. 
50% of all of the BME people within that programme felt that they had experienced 
some form of discrimination for the last five years.”343 

295. Amanda Ariss of the EOC told us that women from ethnic minorities faced particular 
problems: “there are a lot of ethnic minority women who are reporting that they feel they 
have experienced racism at work, and in fact some ethnic minority women say they are 
more likely to report experiencing sexism at work than white women […] [they are] much 
more likely than white women to be asked at job interviews about their plans for family 
and children, or to be asked what their partner thinks of them working.”344 

296. We were told that employer discrimination against people from ethnic minorities 
could be based on misconceptions about their likely circumstances, preferences and 
abilities. Amanda Ariss of the EOC told us: “We are finding particularly young women are 
telling us that they are very ambitious, that they worked hard at school, they have gone to 
university, they really want a career, they want a family too but they want to combine 
those; they are just as ambitious and aspirational as young white women. Employers tend 
to think […] that here is a group of women who will not speak English very well and who 
will be very nervous, so there is a big gap between those perceptions.”345 

297. Cay  Stratton said employers needed to do more to improve their equal opportunities 
policies: “[i]f you look at companies, most companies, around 75%, right now, have some 
kind of formal equal opportunities policy; only 25% monitor against those. Only 10%, I 
think it is, monitor promotion policies and only five look at pay, whether pay is equitable 
[…] a lot recruit the way they have always done for the last 20 years and they get the same 
white men they always have.”346 

298. Shrupti Shah of the National Employment Panel told us that the Fair Cities 
programme could work on improving equal opportunities policies once they had built up a 
good relationship with an individual employer: “[w]e are working with them actually to 
look in detail at their recruitment practices, but we are only in a position to do that once we 
have credibly delivered sound people for them and actually helped contribute to their 
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business objectives.”347 Cay Stratton told us, “[w]hen we are inside a company, looking at 
the kinds of job qualifications, we are also asking why they have got those qualifications, 
are they artificial, do you really need an A-level for the particular job that they are 
recruiting for, and the answer lots of times is ‘No.’”348 (The Fair Cities programme was 
discussed in Chapter 4.) 

299. The CBI told us that any new regulation must “effectively tackle discrimination 
without creating a burden for employers who are already struggling with the plethora of 
employment laws and regulations,” and that the Government should “provide employers 
with high quality guidance on their obligations, not […] create new ones.” It suggested that 
the new Commission for Equality and Human Rights “should see this as a key priority.”349  

300. The Ethnic Minority Advisory Group, a body made up of employers from ethnic 
minorities which has been set up to advise the DWP’s Ethnic Minority Employment 
taskforce, urged the Government to make a clear business case to employers about the 
benefits of a diverse workforce, among which it includes diverse talent pools, reduced 
turnover, meeting customer needs in a market where ethnic minority spending power is 
estimated at over £32 billion, and improved creative mix and public reputation.350 

301. We conclude that the DWP and the DTI should work with businesses to promote 
the advantages of a diverse workforce, and to encourage them to review their 
recruitment policies to ensure that they offer equal opportunities. The Government 
should also charge the new CEHR with providing clear guidance to employers on their 
responsibilities. 

302. A recent report by the National Employment Panel, “Enterprising Places, Enterprising 
People”, found that “[t]he 100,000 Black and Minority Ethnic (BME) firms represent 10% 
of all UK businesses today – roughly the same proportion as ethnic minorities in the 
working age population. Many of the challenges which they face are the same as those 
experienced by all SMEs. However, there are opportunities to capitalise on the growing 
numbers of young entrepreneurs and to address some barriers that seem to be particularly 
important to BME firms.” It recommends a range of measures, including the establishment 
of Centres of Vocational Excellence for Entrepreneurship, and analysis of available 
funding.351 These recommendations were accepted in the 2005 budget. We will follow with 
interest the way in which they are taken forward. As well as working to improve the 
employment of people from ethnic minorities, we think Jobcentre Plus should promote 
self-employment as an option to people from these groups. 
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Duty to promote racial equality 

303. At present, there is a duty on public sector employers to promote racial equality. 
There is no parallel duty on private sector employers. We asked Cay Stratton’s view of this 
situation: 

“Ms Stratton: […] I would say that I do not think there is a great deal of appetite for 
legislation right now; but before you extend legislation we need to look at what has 
happened in the public sector, and so that would provide a little bit more evidence 
[…] if it did not [have an impact] then we have to figure out some other way to force 
the issue. 

Harry Cohen: In a sense, that is my last point. We have got legislation in relation to 
the public sector, a duty not to discriminate and to report about it. I have never 
understood really why that has not been in the private sector. 

Ms Stratton: Nor do I.”352 

304. The Minister of State for Employment and Welfare Reform, Jim Murphy, told the 
Committee that he did not think extending the duty to promote racial equality to cover the 
private sector would solve the problem of discrimination:  

“I think it would be a mistake […] if we were to say […] “Public sector good; private 
sector bad” on this […] the public sector, again, has some great practice but not 
enough.  Senior levels of the Civil Service have reported progress in recent years but 
not enough […] there is a challenge for both the private and the public sector […] 
people on employment panels are quite often employing people just like them, and it 
is a well-acknowledged practice across the ages that is what happens.  I am not 
certain that a central anti-discriminatory law would capture that either in principle 
or on a practical level in terms of that interface.”353 

305. Other, similar duties exist, or will shortly be introduced, around equality for people 
with disabilities and gender equality. The Department for Communities and Local 
Government is currently conducting a Discrimination Law Review to: 

“address long-held concerns about inconsistencies in the current anti-discrimination 
legislative framework.  The Review is considering the fundamental principles of 
discrimination legislation and its underlying concepts. It is working to develop a 
simpler, fairer legal framework that fits the needs of 21st century Britain. It is also 
considering opportunities for creating a clearer and more streamlined legislative 
framework having due regard to better regulation principles which will be more ‘user 
friendly’ for employers and employees alike, as well as the providers and consumers 
of services.”354 
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306.  The DLR’s terms of reference state that it will be “grounded in a comprehensive 
analysis of the efficacy of Great Britain’s current equality enactments.”355 It is our view that 
the Government should publish, as part of the DLR, whatever evidence it holds about the 
cost and effectiveness of the current duty to promote racial equality. If the duty to promote 
racial equality has been a cost-effective way of reducing discrimination then the 
Government should publish a strategy to extend the various equality duties to 
organisations outside the public sector. If it has not been cost effective, the Government 
should abolish the duty and, instead, publish a strategy to reduce all types of discrimination 
using other methods, such as public procurement. We recommend that the DWP publish 
an updated strategy, underpinned by evidence of the costs and effectiveness of its 
proposals, setting out how it plans to reduce discrimination of all types. 

307. The Government should make clear in what circumstances it would consider 
extending to the private sector the duty to promote racial equality. 

Public procurement 

308. Public procurement was cited by many witnesses as an important lever the 
Government could use to raise the ethnic minority employment rate, both directly and by 
influencing the recruitment and subcontracting decisions of private companies. The 
Minister for Employment and Welfare Reform, Jim Murphy, told us that procurement was 
the DWP’s “most effective intervention at the moment,” and that it could create a culture 
in which “if organisations wish to procure from Government then they have to be more 
sensitive to the issue of ethnic minority employment, with a fair chance for many more 
people to get involved in the labour market.”356 Alan Christie of the CRE told us that 
“public procurement is probably the best way of getting employment opportunities, raising 
the employment rate of disadvantaged populations, like ethnic minorities […].”357 

309. The Minister told us that he had asked the Ethnic Minority Employment Task force 
(EMET) to focus on how public procurement could promote ethnic minority employment. 
However, he said that this was “not in a quota sense but in a monitoring sense.”358 
International evidence, he said, showed that this could have a significant impact on 
companies hoping to win Government contracts. He added that a stricter approach could 
be adopted if this approach did not produce results: “if that does not have the desired and 
anticipated outcome then, of course, we could look much further.”359 

310. The Ethnic Minority Employment Taskforce, a cross-departmental body made up of 
ministers and representatives from groups such as the TUC, CBI and CRE, is running 
pilots to investigate promoting racial equality through public procurement. For example, 
Jobcentre Plus is piloting “revised terms and conditions in recently let New Deal contracts” 
with the aim of requiring both suppliers and subcontractors to “supply and comply with 
policies on harassment, equality, diversity training and supplier diversity,” and requiring 
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suppliers to “report the proportion of employees who are female, disabled and from an 
ethnic minority group.” Other approaches are being tried in pilots at the Home Office and 
Department for Education and Skills. EMET notes that the pilots “do not include setting 
quotas or any positive discrimination measures.”360 

311. The focus on procurement is to be welcomed, as it is likely to have a real impact on the 
decisions made by businesses competing for Government contracts. However, we heard 
some evidence that the Government as a whole is not doing enough to make use of this 
lever. Alan Christie of the Commission for Racial Equality told us it was “concerning” that 
“more effort is not put into making that [procurement policy] broader, deeper, bigger, 
more successful than it is currently.”361  

312. The Ethnic Minority Advisory Group told us that: “[w]hilst procurement policies may 
be underpinned by clear equality and diversity principles, the application by public and 
private sector institutions invariably fail in delivering these goals […] an emphasis on clear 
equality and diversity enforcement principles is needed to ensure that these are delivered in 
practice and impact on employment outcomes for ethnic minority groups in tangible 
ways.”362 It stated that existing procurement rules fail to create a level playing field for 
ethnic minority businesses and organisations:  

“Fatima, the Asian women’s network based in Leicester […] says that current 
policies in local authorities such as Best Value do not allow ethnic minority 
businesses or organisations to compete equally for public sector contracts as their 
size often requires them to adopt full cost recovery accounting in their bids which 
makes them less competitive than the more established and larger companies […] 
local authorities are ill-equipped to support ethnic minority organisations and their 
procedures, so even at the pre-qualification level [there] are barriers to entry.”363  

313. If this problem is not addressed quickly, EMAG warned, then inequities might 
become entrenched, because “most authorities are in the process of drawing up their 
preferred supplier lists now and so if ethnic minority organisations miss out in this window 
it would take a few more years to catch up.”364 

314. The problems created by existing procurement rules were also mentioned by Alan 
Christie of the CRE, who told us that “procurement professionals will tell you that this is 
difficult, this is hard, there is an additional level of complication and they have got many 
other factors to take into account […] meeting their competitive tender responsibilities, 
they have got to get value for money, and so on and so forth.”365 Mr Christie told us that 
there were good examples of procurement policy promoting ethnic minority employment, 
such as Transport for London’s procurement for the East London Line project.366 
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315. As we discussed elsewhere in the report, the DWP is currently centralising Jobcentre 
Plus procurement, in order to create a “centre of excellence”. We recommend that the 
DWP ensure that its own procurement sets an example to other public bodies in setting 
high standards for equal opportunities policies in the firms with which it contracts. 
Promoting racial equality should be one of the priorities of the new “centre of 
excellence” in procurement. We recommend that if public procurement proves to be a 
useful tool in improving racial equality, all public bodies should adopt a similar 
approach to procurement. We also recommend that the DWP set out what “further” 
approaches it would consider to promote racial equality. 
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10  Contracting with the Private and 
Voluntary Sectors 
316. The DWP contracts a substantial proportion of its employment programmes to 
private and voluntary sector (PVS) providers. It told us that it intends to continue to work 
with PVS providers “with the aim of maximising the effectiveness of the Department’s 
services,” and that it is “sensible and appropriate that Jobcentre Plus continues to use the 
expertise of providers outside the Department.”367 Whilst there are differences between 
private and voluntary sector organisations, in terms of their aims and objectives and the 
way in which they are run, this chapter will focus on issues which are common to both.   

A broader role for the Private and Voluntary sectors 

317. Recently, the DWP has made changes to the legislative framework to allow PVS 
providers to take over more of the functions previously carried out by Jobcentre Plus. The 
Welfare Reform Bill currently before Parliament contains a clause which would extend the 
role of private and voluntary sector providers (PVS) in the delivery of employment 
programmes. Under the Bill, the Secretary of State may authorise others to conduct “work-
focused interviews”, make action plans and give directions. In addition, he may, through 
regulation, authorise others to carry out a range of other functions. This could include 
applying benefit sanctions, for example when claimants do not attend compulsory 
interviews. 

318. More detail on the DWP’s plans for making use of these powers was given in a 
Written Ministerial Statement made by Jim Murphy MP in July. From October 2007, 
private and voluntary sector providers will start to help to deliver the Pathways service, and 
this will be extended “to the remaining 60% of new and repeat IB customers by April 
2008.”  PVS providers will be used “because our good partnership working with them on 
other initiatives has shown to be very effective, particularly when we offer them outcome-
based contracts and payment by results. Providers will engage with customers after their 
initial work-focused interview.”368 The first work-focused interview (WFI) a client has will 
still be delivered by staff at Jobcentre Plus, but later ones may be contracted out to PVS 
providers. 

Decision-making powers 

319. During debate in Standing Committee on the Welfare Reform Bill, Mr Jim Murphy, 
Minister for Employment and Welfare Reform, said that there was no immediate intention 
to devolve decision-making or sanctioning powers to the private and voluntary sector. He 
also said that, if this did happen in future, there would be separation between the 
individual within a PVS organisation who was advising a particular client, and the 
individual who made any decision to impose a sanction: “[o]ur intention is that the 
personal adviser will not be doing the sanctioning … and will not become the decision 
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maker […] The power in the clause will potentially move a decision to a private or 
voluntary sector organisation […] we will seek to structure a system whereby there is a 
clear separation of the personal adviser and the decision maker.”369 

320. We investigated the increased use of PVS providers last year in the course of our 
inquiry into Incapacity Benefits and Pathways to Work. We commented:  

“The Committee welcomes the involvement of the private and voluntary sectors in 
delivering aspects of the reform programme, including work-related activity 
programmes and work-focused interviews, recognising both the potential benefits 
and some of the risks. We are aware that there may be difficulties for some voluntary 
organisations, due to coverage, capacity issues or potentially conflicting roles. 
However, the requirement to deliver sanctions for non-compliance is more 
complicated. The Committee recommends that the decision of whether to 
administer a benefit sanction should rest with a DWP decisionmaker rather than a 
contracted service provider. The Department should carefully consider the views of 
private and voluntary sector service providers received during its consultation on 
this issue.”370 

321. The Department responded to the report on 19 June 2006, and welcomed the 
Committee’s positive reception of the use of PVS providers. It said that it recognised “the 
complexity of the issues involved in establishing the most appropriate roles for the 
different sectors – public, private and voluntary– that will be operating in partnership in 
delivering welfare reform,” but argued that there was  “no clear consensus” on where 
boundaries should be drawn. It said that during the roll-out of Pathways to Work up to 
2008, “decisions on sanctions will continue to rest with DWP decision makers, although 
DWP would not wish to rule out the possibility of revisiting these arrangements.”371 

The views of Private and Voluntary sector organisations 

322. During the course of this inquiry, we heard evidence from a range of organisations 
involved in PVS provision: the Employment Related Services Association (ERSA), a 
membership organisation for private and voluntary sector providers of employment 
services; the Wise Group, a voluntary sector provider operating in Scotland; and the 
Association of Learning Providers. Most welcomed the opportunity to provide more 
services on behalf of Jobcentre Plus, but none wanted to be allowed to impose sanctions. 

323. PVS organisations told us that they were able to build relationships of trust with 
clients who might not feel as comfortable with Jobcentre Plus employees. ERSA told us that 
“customers value working with organisations independent of the Jobcentre Plus agency. It 
generates trust between advisor and customer and helps to overcome their barriers to 
employment without feeling under threat of sanctions and judgements about behaviour 
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[…] Rightly or wrongly, some individuals are uneasy with working with Jobcentre Plus and 
so will attain better results with independent providers.”372 

324.  ERSA told us that in their view the Welfare Reform Bill did not go far enough in 
allowing PVS organisations to deliver subsequent WFIs. They said that they wanted the 
opportunity to carry out initial WFIs as well, and that they had not been consulted about 
the decision not to allow this: 

“No consultation with providers was undertaken in making this decision and no 
explanation has been given for it. As independent providers have the experience and 
capacity to deliver WFI’s, it is unclear why this decision was made. Ideally ERSA 
would like to have this decision re-considered to allow the private and voluntary 
sectors to be really tested what difference they can make if working with clients from 
first point of contact onwards. At the least, it would be helpful to understand the 
reasoning behind the decision and to see assurances that in future, policy 
developments will be consulted on with interested parties.”373 

325. The PVS organisations we spoke to did not wish to be allowed or required to impose 
benefit sanctions as part of their contracted services. Most felt that this might diminish the 
relationship of trust referred to above. David Coyne of One Plus told us: “Part of what we 
do and the values that underlie our relationship are trust and about assisting people on 
their journey, which is not necessarily just about getting them a job, it is about dealing with 
a much wider range of issues.  I think it would be impossible for us to do that properly if we 
were involved in sanctioning people.”374 Frances Parry of ERSA told us that, while ERSA 
members could “work around” such a power if it were introduced, they did not see a need 
for it: “We see it [Jobcentre Plus] as being a neutral gateway to benefits and services.  We 
would rather adopt the situation we have, I believe, in Employment Zones where, if there is 
a sanctions issue, we collect the evidence and the evidence is passed to Jobcentre Plus to 
make a decision about the benefits.”375  

326. ERSA told us that their members could offer “specialist and expert provision,” and 
were “particularly effective when dealing with the hardest to help.”376 However, the Public 
and Commercial Services Union (PCS) told us that comparisons between Jobcentre Plus 
provision and that of PVS organisations were not being fairly carried out by the DWP. It 
told us that it was “simply not true that the third sector has a consistently better record in 
the provision of employment services than in-house staff. Wherever Jobcentre Plus staff 
have been allowed the same flexibilities and funding as private sector companies or 
charitable organisations they have been able to compete with, if not surpass, the 
performance of contractors.”377 
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Comparing the performance of Jobcentre Plus and other providers 

327. More evidence may be needed on the relative performance of PVS organisations and 
Jobcentre Plus. ERSA told us there was “a deficiency in market and performance 
information which makes it difficult to compare providers across sectors […] it would be 
useful for DWP to ensure data is collected so that [Pathways] providers are monitored and 
the success of the private and voluntary sectors can be measured in comparison to 
Jobcentre Plus.”378  

328. The DWP told us that it was “currently developing its understanding of the relative 
performance of different delivery models,” and this was ongoing. It provided analysis of 
the relative performance of Employment Zones and New Deals in similar areas, and this 
concluded that “in the second half of 2004 Employment Zones got a higher percentage of 
starts into jobs and sustained jobs than their Jobcentre Plus delivered New Deals in 
comparison areas. However, these better outcomes were achieved at a considerably higher 
cost.”379 Its comparison of Action Teams for Jobs showed that Jobcentre Plus teams did 
significantly better at achieving their job entry targets than private-sector led teams.380 

329. If the DWP is to obtain the best value from PVS providers, it needs clear evidence 
on their comparative performance levels in different fields. We recommend that the 
DWP continue with its assessments of the relative performance of PVS providers and 
Jobcentre Plus, and provide us with details of their findings. 

Contract structures 

330. We heard evidence that the process required before an individual could find 
sustainable work was often a lengthy one. David Coyne of One Plus told us: 

“The sorts of impacts that are made at that earlier point in the continuum are around 
things like family cohesion, debt management, educational attainment or attendance 
of children at school.  It is much more about assembling the basic building stocks of 
a stable family environment in which the parent can then start to move towards the 
economic interventions that DWP are interested in.  What we would argue very 
strongly is the other things are a very, very necessary precondition for New Deal type 
initiatives to work.  If they were not being done then the interventions in the 13 
weeks before and after job entry would be unsustainable.”381 

331. As people who are further from the labour market will take longer to help, it is 
important that providers are incentivised to deal with this group. Richard Cairns of 
Glasgow City Council told us: 

I had this discussion with some private sector providers […] around what the merits 
would be in people with different sets of circumstances having some different 
premium attached to them that was measured on the basis of their opportunity costs 
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relative to remaining on benefit in the long-term.  In theory everyone subscribes to 
that because organisations like the Wise Group and others would be given adequate 
resources to deal with the kinds of people that they find at their door and any 
organisation that chose to work with the least challenged, if you like, would earn less 
revenue from doing it.  In principle it is a reasonable model.382 

332. Our report, Incapacity Benefits and Pathways to Work, published last year, made 
recommendations about how contracts for Pathways to Work provision should be 
structured. It recommended that the DWP should  

“consider carefully how best to progress with [outcome-based] funding to ensure 
that all providers - private and voluntary sector - do not skew their focus towards 
helping into work those who are already closer to the labour market. Providers must 
receive payments that recognise the ongoing support needed, not only to move a 
disabled person into work, but also to ensure their jobs are sustained. We 
recommend that the contracts reward providers for a range of outcomes leading up 
to and including job entry and that job retention for at least 12 months is 
rewarded.”383  

333. In its response, the DWP told us that its aim in planning contract structures for 
outcome-based funding was “to ensure that contract structures do not lead to the 
introduction of perverse incentives that could have unwanted impacts, while avoiding 
creating overly complex monitoring systems and over-specification within contracts.”384 

334. We repeat our previous recommendation that DWP needs to "consider carefully 
how best to progress with [outcome-based] funding to ensure that all providers - 
private and voluntary sector - do not skew their focus towards helping into work those 
who are already closer to the labour market". Providers for all groups should receive 
payments that recognise the ongoing support needed, not only to move a person into 
work, but also to ensure that their jobs are sustained.  The need for the system to be 
improved to reflect these objectives is becoming more acute as the level of private and 
voluntary sector provision increases. 

Prime Contractor 

335. Jobcentre Plus has a strategy of using a prime contractor to deliver its services where 
possible. In a memorandum to our inquiry on the Efficiency Savings Programme in 
Jobcentre Plus, DWP explained how this system works: 

“Jobcentre Plus has grouped its contracts into larger, more commercially viable 
packages, with a preference for one main provider (“prime contractor”) being 
responsible for the delivery of all services across a geographical area. At the same 
time, Jobcentre Plus fully appreciates the importance of ensuring that we make good 
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use of the high quality provision offered locally by a range of providers, including 
many smaller providers from the private, voluntary and public sectors.”385 

336. There are concerns that the prime contractor model is not working as it should. We 
heard evidence that some New Deal prime contractors are not contracting work out to 
smaller organisations, as the DWP intended that they should. Frances Parry of ERSA told 
us:  

“We feel that the Prime Contractor model as it currently looks risks losing the 
diversity of the provider network for the sake of securing efficiency savings.  The 
model really moves contract managements to the prime contractor, and we feel that 
over time the prime contractor is bound to deliver more and the sub-contractor less.  
Also the prime contractor model does not support the Government’s own choice 
agenda, which we do.  So, we have got a situation where it may compromise 
diversity, it may work against the choice of the customer, there is a possibility of 
monopoly development, and it just does not encourage ongoing quality provision.  
We wonder, in particular, if there is an underperforming prime contractor in a 
district, how would the Jobcentre Plus respond if there is no alternative provider?”386   

337. The Minister for Employment and Welfare Reform, Jim Murphy, told us that he 
recognised these fears, but did not think they were being realised at present: 

“I know this was a concern that existed in some quarters about the creation of prime 
contractors squeezing out some others.  There is no evidence at this stage that that is 
what is happening […] at the point at which a prime contractor makes an expression 
of interest and goes into the formal contracting process with DWP we ask for details 
of the sub-contracting arrangements, so we monitor this very closely and will 
continue to do so to make sure that prime contractors are not squeezing sub-
contractors out of the market, because it is absolutely essential […] one contractor 
would find it very difficult indeed to have that breadth of expertise to support people 
with all sorts of different disabilities and fluctuating mental health conditions.  It is 
absolutely essential that sub-contractors, including niche organisations, are able to 
play their part in the welfare market and support our customers.”387 

338. Prime contractors must not be allowed to become sole contractors, or valuable 
local expertise will be lost, reducing the opportunities to engage with those far from the 
labour market. We recommend that the DWP should publish data on how many 
organisations prime contractors are, in fact, contracting with, and the value of these 
contracts. We also recommend that the DWP should clarify what its response would be 
if a prime contractor was found to be consistently underperforming. 
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11 Recent Announcements and Future 
Policy Developments 
339.  Towards the end of this inquiry, the DWP made important announcements about 
future policy. As the Introduction noted, it was announced that there would be a review of 
Welfare to Work Policy.388 More recently, the DWP has announced it will move to 
encourage lone parents back into work.389 This concluding section will look briefly at the 
recent policy announcements and set out our view of how policy can best develop in these 
areas. 

Review of Welfare to Work 

340. The DWP has recently announced a review of welfare to work policy, which we 
mentioned in the introduction to this Report.  The Secretary of State announced in a 
speech that the review would cover the following three points: 

• "Firstly, the design of welfare to work policy. The balance between rights and 
responsibilities; whether and how we should strengthen incentives to work; and 
whether there is a role for greater conditionality within the system. It will look at the 
steps we can take to promote social mobility, especially by supporting progression 
through work and through an integrated approach to skills which builds on the 
recommendations from the Leitch report earlier this month.  

• "Secondly, to consider the devolution of welfare – building on the City Strategy and 
other local initiatives to open up new opportunities for delivering employment services 
to some of our most disadvantaged communities.  

• "And thirdly, to examine the delivery of welfare in Britain over the next ten years. How 
we can build a more effective market in the provision of employment services – with a 
more customer-focused welfare delivery system that better reflects the Government's 
wider public service ambitions of greater choice and empowerment."390 

341. The accompanying press notice stated that the review had terms of reference “to 
review progress on Welfare to Work programmes since 1997, taking account of evidence 
from the UK and international experience, and make recommendations on how the 
Government can build on its success in using policies such as the New Deal to continue to 
reduce inactivity and in-work poverty, and to help meet the Government’s 80% 
employment aspiration.”391  

342. Given the importance of welfare to work policy, we are concerned at the lack of 
clarity around the timetable for the review (which is not mentioned in the press notice) 
and the fact that there seem to be no formal consultation arrangements.  Such a crucial 
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process must not be rushed and should be - and be seen to be - transparent and actively 
engaging all those who have an interest.  We expect DWP to ensure that this takes 
place.   

343. Much of this review will cover the areas identified by our inquiry, and this Report, and 
we hope that members of the Committee will be fully engaged in the review as it goes 
forward. We expect our recommendations and conclusions to be considered and taken 
forward as part of the review process, along with the key themes we have identified: 

• We recommend more clarity over how the 80% aim is defined, with clear links to PSA 
targets for the employment rate as a whole and for disadvantaged groups. 

• Change should focus on more outreach to those who are furthest from the labour 
market, coupled with more flexibility to provide a tailored service. BoND, or a 
programme based on the same principles, should be piloted as soon as possible. 

• Provision and contracting must focus on meeting local labour market needs and  
working more closely with employers. 

Changes to lone parent benefit requirements 

344. In a speech on 30 January, the Secretary of State for Work and Pensions, John Hutton 
MP, announced that the DWP would be reviewing “the way we help lone parents get ready 
for a return to the labour market.” He said: “A significant proportion of our progress so far 
in tackling child poverty is due to helping lone parents move into work.” He added that 
there was “absolutely no case for cutting lone parent benefits.”392 

345. As this measure has been announced at the end of our inquiry, we have been unable to 
consider in detail the proposals put forward by the DWP. Evidence to the inquiry has, 
however, addressed the issue of increased conditionality for lone parents. We recommend 
that any changes to the system of benefits for lone parents take account of the fact that 
paid work may not be the best option for a lone parent, even if they have children of 
secondary school age. There may be a range of reasons why a lone parent does not wish 
to work. We recommend that the DWP concentrate its efforts on providing better 
support for the majority of lone parents who do want to work, as discussed in the 
chapter on lone parents above.  

346. We recommend that the Government continue to improve the provision of 
suitable, affordable childcare in all areas, which will be essential in order to improve the 
ability of lone parents to enter and keep paid work. 

Benefit Simplification 

347. During this inquiry,  we have heard evidence which has touched on the problems 
caused by the complexity of the present benefits system and its interaction with work and 
training. For example, we heard that non-dependent deductions, which mean that the 
entry of one member of a workless household into a job can substantially reduce the 
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benefits payable to other family members, can act as a perverse disincentive to work. On 
the Committee’s visit to New Zealand, we were told that New Zealand is planning to 
introduce a simplified benefits system. We conclude that the effects of complex benefits 
are potentially significant, and we intend to inquire into benefit simplification in the 
near future. 
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Conclusions and recommendations 

1. We welcome the setting of an employment rate aspiration and the DWP’s 
commitment to making sure everyone has the opportunity to work.  (Paragraph 17) 

2. We recommend that the DWP produce a clear list of the groups which it thinks 
should not be expected to work, together with estimates for the percentage of the 
UK’s working age population which fall into each of the groups it has identified. We 
recommend that it should then take the percentage of the population which remain 
as its long-term employment rate aspiration. (Paragraph 22) 

3. We therefore recommend that the DWP publish employment rate measures relating 
both to the ILO definition and to those who work for 16 hours a week or more. 
(Paragraph 23) 

4. The measure of the working age population should continue to start from the school 
leaving age, whatever that may be. The issue of NEETs aged 16-18 will remain a 
crucial one, and we note that DfES publishes a measure of the numbers of people 
aged 16 to 18 in employment or training. (Paragraph 35) 

5. However, for the sake of clarity, we recommend that the DWP retain the link 
between the employment rate and the SPA. The measure should, of course, change 
in future in line with planned increases in SPA. (Paragraph 37) 

6. We recommend that the DWP agree a PSA target of increasing the proportion of 
people over State Pension age who work. (Paragraph 39) 

7. We conclude that an employment statistic expressed in terms of a percentage, but 
which does not actually represent the proportion of any single group which is in 
employment, would be misleading. The measure used by the DWP to track progress 
towards the employment rate aspiration should be a rate and not a ratio.  (Paragraph 
42) 

8. As we have explained above, we think that the figure of 80% needs to be more firmly 
grounded by an explanation of who is expected to be within the remaining 20%. If 
the DWP is going to take the employment aspiration seriously, then it ought to 
include it within its PSA targets arising from the next Comprehensive Spending 
Review. This could be done by agreeing more ambitious targets for raising the 
employment rate than the current PSA target (Paragraph 43) 

9. We have recommended above the way in which we think the employment rate 
aspiration should be calculated. In setting a new PSA target for the employment of 
disadvantaged groups, we recommend the DWP make clear how far achieving the 
sub-targets will take it towards its employment rate aspiration. The DWP should 
specify the timeframe within which it wants to achieve the targets which it has set for 
the employment rates of disadvantaged groups, and, based on this, the timeframe 
within which it hopes to achieve the employment rate aspiration. (Paragraph 46) 

10. The Committee is concerned that, apparently, no progress has been made in piloting 
BoND and concludes that there is a lack of clarity in the information the DWP has 
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provided on what has happened to the programme and the extent to which delays 
were the result of resource constraints. We ask for an explanation in response to this 
report. (Paragraph 73) 

11. We welcome the agreement to pilot re-using benefit savings as part of Pathways, and 
recommend that the DWP continue to press the Treasury to allow further pilots of 
this in the Cities Strategy. We consider that the ability to re-use benefit savings will 
encourage the DWP to innovate, and consider that, if successful, it should be 
introduced across the DWP’s employment programmes in future. (Paragraph 74) 

12. Evidence to this inquiry has led us to conclude that there would be clear advantages 
in allowing greater flexibility in employment programmes to respond to individual 
needs and local labour market conditions. We recommend  that the DWP pilot 
BoND, or a programme based on the same principles, as soon as possible, and also 
incorporate those principles into the Cities Strategy. (Paragraph 77) 

13. The demand-led approach exemplified by Ambition and Fair Cities is promising, but 
resource-intensive. We welcome the news that Ambition is to be relaunched, and 
recommend that the DWP consider extending the Fair Cities programme to more 
areas. We recommend that the DWP explain in detail how it will incorporate lessons 
learned from these two programmes into other initiatives, such as the Cities Strategy.  
(Paragraph 101) 

14. We recommend that the DWP should use a new definition of sustainable 
employment of 26 weeks, both in its targets for Jobcentre Plus and contracted-out 
provision. We also recommend that the Government liaise with employers 
organisations to promote sustainable employment. (Paragraph 109) 

15. We recommend that the Government liaise with employers’ organisations to 
promote take-up of the Skills Pledge. It should set out a timetable for assessing 
delivery on the pledge. We also note with interest Lord Leitch’s proposal that the 
introduction of a statutory entitlement to workplace training at Level 2, in 
consultation with employers and unions, should be considered following a review in 
2010 of progress in employer delivery. We intend to monitor developments and 
revisit the issue if necessary. (Paragraph 119) 

16. The Leitch report sets out a compelling argument for an overhaul of the UK’s skills 
strategy. Better skills provision is essential if the DWP is to achieve its employment 
rate aspiration; increasing workplace training, and the relevance of qualifications to 
the needs of employers, will improve in-work advancement and make an important 
contribution to job sustainability and retention. We are concerned that, as yet, there 
has been no commitment to financing the implementation of Lord Leitch’s 
proposals. The Government should be prepared to make a significant early 
investment in skills provision, in order to reap these rewards. (Paragraph 123) 

17. The DWP should clarify in what ways the benefit entitlements of people out of work 
who use Learner Accounts will be affected and what particular impact such 
participation will have on the job search obligations of those who claim Jobseeker’s 
Allowance. (Paragraph 129) 
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18. The DWP should consider the interaction between basic skills training and short-
term job placements, and set this out clearly in its response to this report. (Paragraph 
130) 

19. Accepting that the issue of what effect migrant labour may have on the UK labour 
market is a complex one, we conclude urgent, up-to-date, high quality independent 
research is required. This research should consider the impact of different groups of 
migrants, particularly those with high and low skills, in different local employment 
markets in the UK. Such research should be published. (Paragraph 137) 

20.  We recommend that the Government include, in its response to the Leitch review, 
details of how the transition from out-of-work to in-work skills support can be 
facilitated and how such an approach will be reflected in job entry and learning 
outcome performance targets. (Paragraph 141) 

21. We recommend that the ESC have within its remit a requirement to continue the 
employer-led work which the NEP has carried out in order to improve the 
employment chances of people from ethnic minorities and other disadvantaged 
groups. (Paragraph 142) 

22. Centralisation of procurement may reduce the extent to which Cities Strategy 
consortia can make locally appropriate decisions. We recommend that the DWP 
make clear how consortia will be able to “influence” procurement decisions, and 
ensure that they have a significant role in choosing providers. Consortia should be 
able to control at least some funds directly; [for example, their allocation from the 
Deprived Areas Fund as recommended below in Chapter 9]. (Paragraph 178) 

23. We recommend that DWP publish the full list of flexibilities requested by the 15 
Cities Strategy pathfinder areas, as it has published the initial Expressions of Interest. 
If it has decided not to grant any of the requested flexibilities, it should explain why.  
(Paragraph 185) 

24. Unless the Cities Strategies are able to make use of core budgets from organisations 
such as Jobcentre Plus and the LSC, and make significant alterations to the way in 
which services are delivered, it is doubtful whether they will be able to achieve as 
much as the DWP hopes. We recommend that DWP clarify as soon as possible what 
budget and programme flexibilities will be available to the Cities Strategies. We 
recommend that it be bold in allowing local consortia to make real changes in order 
to tackle worklessness and social exclusion in cities. (Paragraph 186) 

25. We recommend that the DWP’s next set of PSA targets include a clearer target for 
increasing the employment rate of people over 50, as a stepping stone clearly linked 
to the achievement of the employment rate aspiration. (Paragraph 193) 

26. We recommend that the DWP publish data on whether those employment 
programmes available to over 50s and under 50s are working equally well for both 
age groups, and this should be done at least yearly. Area based initiatives, including 
the Cities Strategy pilots, should be included in this data. The DWP should more 
explicitly monitor the participation of people over 50 in skills training programmes. 
(Paragraph 203) 
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27. As recommended in Chapter 3, the DWP should move towards a flexible New Deal 
along the lines of the Building on the New Deal proposals, and pilots of this 
programme should include people over 50. Allowing older people to become 
distanced from the labour market, and come to think of themselves as “early retired”, 
is a loss to the economy, limits the choices of older people and increases their risk of 
poverty. We recommend that the DWP move towards making New Deal support 
available for this age group as soon as benefit is claimed. (Paragraph 209) 

28. We recommend that the Government monitor, through the new CEHR or directly, 
the effectiveness of age discrimination legislation.  (Paragraph 217) 

29. We welcome the Government’s initiative on outlawing age discrimination, but we 
remain concerned that it still leaves people over 65 without adequate protection. 
Given that the State Pension age is due to rise steadily in future, and that there is a 
consensus in favour of making retirement a process rather than a cliff-edge event, we 
recommend that the Government reconsider its decision not to address this issue 
until 2011. (Paragraph 221) 

30. We conclude that Jobcentre Plus needs to do more to successfully engage harder to 
reach lone parents.  The further increase in the frequency of WFIs  announced in the 
Pre-Budget Report 2006 may not be an effective use of Jobcentre Plus advisers’ time 
and may undermine the quality of the provision that is already there, making it more 
difficult effectively to engage disadvantaged lone parents in preparing for paid work. 
We recommend that DWP monitor carefully the success of  the implementation of 
this measure. (Paragraph 248) 

31. The Committee welcomes the introduction of the Work Related Activity Premium, 
which appears to be a sensible way of engaging lone parents to prepare for work. We 
have received evidence, however, that targeting it at lone parents with secondary 
school age children may not be the most effective use of the programme, and we 
conclude that the DWP should consider making it available to lone parents with 
children of all ages on an opt-in basis.  (Paragraph 249) 

32. We recommend that, in its evaluation of the WRAP, the DWP should attempt to 
quantify the effectiveness of the quarterly work-focused interviews which accompany 
the WRAP payments. Particular attention should also be paid to whether the six 
months allowed is long enough to engage disadvantaged lone parents.  (Paragraph 
250) 

33. We conclude that it is essential to ensure good links between voluntary and 
community organisations and Jobcentre Plus and the Learning and Skills Council to 
help engage lone parents with Jobcentre Plus provision. (Paragraph 251) 

34. We recommend that Personal Advisers be given greater discretion over further 
benefit extensions. (Paragraph 256) 

35. We recommend that the Government ensure that lone parents receive advice on 
their existing employment rights. The Committee welcomes the piloting, in the New 
Deal Plus for Lone Parents, of measures which offer increased support for lone 
parents preparing for and moving into paid work.  We recommend that a 
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commitment be made in the Comprehensive Spending Review to roll out the 
effective elements of this nationwide, either as New Deal Plus for Lone Parents or as 
part of a more flexible Building on the New Deal programme, as recommended in 
Chapter 3.  (Paragraph 258) 

36. We conclude that the performance of Jobcentre Plus and the New Deals in London 
will need to improve if the DWP is to have a chance of achieving its 70% lone parent 
employment target. Lone parents and other groups with low employment rates face 
particular barriers to work in London, including a lack of affordable childcare and 
high housing costs.  We also recommend that the Government should examine the 
take-up rate of the childcare element of Working Tax Credit in London. (Paragraph 
269) 

37. We will follow with interest the evaluation of Employment Zones, and the 
development of the Cities Strategy pilots in London. We recommend that the DWP 
also consider offering enhanced incentives to work to lone parents in London, and 
ask it to set out how it intends to improve its performance in helping lone parents in 
London overcome the particular difficulties they face. As we have already 
recommended, the DWP should move towards a more flexible menu of provision for 
all. (Paragraph 270) 

38. Because the allocation of DAF funding has been delayed, we recommend that areas 
should be allowed to roll this year’s allocation over into the next financial year, rather 
than being required to spend it by the end of the current financial year. (Paragraph 
278) 

39. We hope that the end of the Ethnic Minority Outreach programme does not 
demonstrate a reduced commitment on the part of the DWP to improving 
employment opportunities for this group. (Paragraph 280) 

40. Evidence suggests that the Ethnic Minority Outreach programme was working well 
at improving employment opportunities for people from ethnic minorities, using 
small local organisations. Since this is to be replaced by the Deprived Areas Fund, we 
will want to see evidence that organisations contracted to administer the Deprived 
Areas Fund are working with small local groups to reach the same clientele as the 
Ethnic Minority Outreach programme did. It is important that the focus on offering 
employment services to people from ethnic minorities should not be lost, either in 
Cities Strategy areas or other areas. We recommend that Cities Strategy consortia, or, 
in those areas receiving DAF which are not Cities Strategy pathfinder areas, 
Jobcentre Plus District Managers be given control of DAF funding, so that they can 
contract directly with local organisations, instead of having to go through centralised 
procurement.  (Paragraph 281) 

41. We expect to see that those of the 15 Cities Strategy pilot areas which have significant 
ethnic minority populations have given a high priority to addressing ethnic minority 
unemployment in their plans; the DWP should monitor this, and report back to the 
Committee on this point in six and twelve months’ time. The Department should 
also, in its response to this report, set out its plans to ensure that the focus of, and 
lessons learned from, the EMO are taken forward outside the Cities Strategy areas. 
(Paragraph 283) 
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42. We recommend that a higher priority be given to making ESOL training available to 
those people from ethnic minorities for whom it would increase their chances of 
finding work, and that the Government monitor the success of this provision. 
(Paragraph 292) 

43. We conclude that the DWP and the DTI should work with businesses to promote 
the advantages of a diverse workforce, and to encourage them to review their 
recruitment policies to ensure that they offer equal opportunities. The Government 
should also charge the new CEHR with providing clear guidance to employers on 
their responsibilities. (Paragraph 301) 

44. As well as working to improve the employment of people from ethnic minorities, we 
think Jobcentre Plus should promote self-employment as an option to people from 
these groups. (Paragraph 302) 

45. We recommend that the DWP publish an updated strategy, underpinned by 
evidence of the costs and effectiveness of its proposals, setting out how it plans to 
reduce discrimination of all types. (Paragraph 306) 

46. The Government should make clear in what circumstances it would consider 
extending to the private sector the duty to promote racial equality. (Paragraph 307) 

47. We recommend that the DWP ensure that its own procurement sets an example to 
other public bodies in setting high standards for equal opportunities policies in the 
firms with which it contracts. Promoting racial equality should be one of the 
priorities of the new “centre of excellence” in procurement. We recommend that if 
public procurement proves to be a useful tool in improving racial equality, all public 
bodies should adopt a similar approach to procurement. We also recommend that 
the DWP set out what “further” approaches it would consider to promote racial 
equality. (Paragraph 315) 

48. If the DWP is to obtain the best value from PVS providers, it needs clear evidence on 
their comparative performance levels in different fields. We recommend that the 
DWP continue with its assessments of the relative performance of PVS providers 
and Jobcentre Plus, and provide us with details of their findings. (Paragraph 329) 

49. We repeat our previous recommendation that DWP needs to "consider carefully 
how best to progress with [outcome-based] funding to ensure that all providers - 
private and voluntary sector - do not skew their focus towards helping into work 
those who are already closer to the labour market". Providers for all groups should 
receive payments that recognise the ongoing support needed, not only to move a 
person into work, but also to ensure that their jobs are sustained.  The need for the 
system to be improved to reflect these objectives is becoming more acute as the level 
of private and voluntary sector provision increases. (Paragraph 334) 

50. Prime contractors must not be allowed to become sole contractors, or valuable local 
expertise will be lost, reducing the opportunities to engage with those far from the 
labour market. We recommend that the DWP should publish data on how many 
organisations prime contractors are, in fact, contracting with, and the value of these 
contracts. We also recommend that the DWP should clarify what its response would 
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be if a prime contractor was found to be consistently underperforming. (Paragraph 
338) 

51. Given the importance of welfare to work policy, we are concerned at the lack of 
clarity around the timetable for the review (which is not mentioned in the press 
notice) and the fact that there seem to be no formal consultation arrangements.  Such 
a crucial process must not be rushed and should be - and be seen to be - transparent 
and actively engaging all those who have an interest.  We expect DWP to ensure that 
this takes place. (Paragraph 342) 

52. We recommend that any changes to the system of benefits for lone parents take 
account of the fact that paid work may not be the best option for a lone parent, even 
if they have children of secondary school age. There may be a range of reasons why a 
lone parent does not wish to work. We recommend that the DWP concentrate its 
efforts on providing better support for the majority of lone parents who do want to 
work, as discussed in the chapter on lone parents above.  (Paragraph 345) 

53. We recommend that the Government continue to improve the provision of suitable, 
affordable childcare in all areas, which will be essential in order to improve the ability 
of lone parents to enter and keep paid work. (Paragraph 346) 

54.  We conclude that the effects of complex benefits are potentially significant, and we 
intend to inquire into benefit simplification in the near future. (Paragraph 347) 
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Formal minutes 

Wednesday 7 February 2007 

Members present: 

Mr Terry Rooney, in the Chair 

Miss Anne Begg 
Harry Cohen 
Michael Jabez Foster 
Mrs Joan Humble 

 Greg Mulholland 
John Penrose 
Jenny Willott 

1. The Government’s Employment Strategy: Report text 

The Committee considered this matter. 

2. The Government’s Employment Strategy: Formal consideration 

Draft Report (The Government’s Employment Strategy), proposed by the Chairman, 
brought up and read. 

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 347 read and agreed to. 

Summary agreed to. 

Resolved, That the Report be the Third Report of the Committee to the House. 

Ordered, That the Chairman do make the Report to the House. 

Ordered, That the Chairman do report to the House those Memoranda submitted to the 
Committee since the initial set of Memoranda was reported to the House on 1 November. 

Ordered That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134. 

Several papers were ordered to be appended to the Minutes of Evidence. 

Ordered, That the appendices to the Minutes of Evidence taken before the Committee be 
reported to the House. 

 [Adjourned till Monday 19 February at 4.00pm 
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Witnesses 

Tuesday 31 October 2006 Page 

Mr Richard Cairns, Glasgow City Council, Mr Laurie Russell, Wise Group, Ms Kate 
Still, Equal Access to Employment and Mr David Coyne, One Plus Ev 1
Professor Ivan Turok and Professor Alan McGregor Ev 13
 
Wednesday 8 November 2006 

Mr Chris Pond, One Parent Families, Ms Kate Green, Child Poverty Action Group and 
Ms Susy Giullari, Single Parent Action Network Ev 19
Mr Patrick Grattan, The Age and Employment Network and Help the Aged, Mr 
Andrew Harrop, Age Concern and Mr Richard Exell, TUC Ev 29
 
Monday 20 November 2006 

Ms Cay Stratton CBE and Ms Shrupti Shah, National Employment Panel Ev 37
Ms Amanda Ariss and Ms Kaveri Sharma, Equal Opportunities Commission and Mr 
Alan Christie and Mr Sukhvinder Singh, Commission for Racial Equality Ev 45
 
Wednesday 22 November 2006 

Mr Dave Simmonds, Centre for Economic and Social Inclusion and Mr Wayne Shand, 
Manchester City Council representing Local Government Association Ev 55
Ms Frances Perry, Employment Related Services Association, Mr Graham Hoyle, 
Association of Learning Providers and Mr Keith Wylie, Public and Commercial Services 
Union Ev 64
 
Monday 11 December 2006 

Ms Carey Oppenheim and Mr Declan Gaffney, London Child Poverty Commission 
and Ms Pamela Meadows, National Institute for Social and Economic Research Ev 73
Ms Lisa Harker and Professor Paul Gregg Ev 83
 

Wednesday 13 December 2006 

Lord Leitch, Ms Louise Tilbury and Mr Stephen Evans, HM Treasury Leitch Review 
Project Team Ev 92
 
Monday 18 December 2006 

Mr Jim Murphy MP, Minister of State for Employment and Welfare Reform Ev 109
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Reports from the Work and Pensions Committee Session 2006-07 

First Report Power to incur expenditure under Section 82 of the 
Welfare Reform and Pensions Act 1999: new 
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HC 1648

Second Report The Work of the Committee in 2005-06 HC 215 

Third Report  The Government’s Employment Strategy HC 63

 

Reports from the Work and Pensions Committee Session 2005-06 

First Joint Report Home Affairs and Work and Pensions Committee: 
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HC 540

First Special Report  Pension Credit and Delivery of Services to Ethnic 
Minority Clients: Government Response to the 
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HC 297

Second Report The Efficiency Savings Programme in Jobcentre Plus HC 834

Third Report Incapacity Benefits and Pathways to Work HC 616

Second Special Report The Efficiency Savings Programme in Jobcentre Plus: 
Government Response to the Committee’s Second 
Report of Session 2005-06 

HC 1187

Fourth Report Pension Reform HC 1068

 

 
 
 
 




