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on Tuesday 31 October 2006

Members present:

Mr Terry Rooney, in the Chair

Miss Anne Begg Justine Greening
Harry Cohen Mrs Joan Humble
Michael Jabez Foster Greg Mulholland

Witnesses: Mr Richard Cairns, Social & Economic Initiatives, Glasgow City Council, Mr Laurie Russell,
Chief Executive, Wise Group, Ms Kate Still, Network Director, Equal Access to Employment, and
Mr David Coyne, Chief Executive, One Plus, gave evidence.

Q1 Chairman: Good morning, everybody. It is good
to see you here. Thank you for coming to join us. As
you know, the Committee is doing an inquiry into
the Government’s 80% employment target and how
we might possibly get there. We are hoping that you
are going to help us this morning and we are going
to leave with all the answers. It is good to see you all.
We are challenged on time so we will jump straight
into this if everybody is happy. Some have argued
that the biggest challenge facing the Government to
achieve this target is the big cities like Glasgow with
the complexity of the problems that they have. What
do you think are the key challenges to increasing the
employment rate here?
Mr Cairns: Would you mind if I start? I think the
first thing to say, and you will have heard this last
night from the Leader of the Council, is that we
welcome the ambition of achieving an 80%
employment rate and clearly we recognise the fact,
and we know the Government does, that the key to
achieving it is to take advantage of the economic
growth that is taking place in the cities. That is clear.
It is also clear that unless that rate of economic
growth continues in the cities the 80% employment
rate is not achievable. As for the challenges, you
probably know also that whilst the employment rate
in Glasgow and the other main cities in the UK is
doing better than in the country generally we also
have lower employment rates, and Glasgow’s is one
of the lowest with one of the highest economic
activity rates. The challenge is around how one takes
advantage of the jobs growth that is taking place and
in some way link that to those who are not currently
in work, whilst at the same recognising a couple of
other things that are worth mentioning that you may
have heard. One is that the employment rate in the
cities is artificially depressed by things like large
student populations who count in the population
but who do not count against the employment
figures, so one of the things one could usefully do
would be to find a way of discounting some of these
things, not to cheat the figures in any way but to give
a more useful representation of what an 80%
employment rate would really mean. The other thing
that we are slightly exercised by, in addition to the
set of challenges about how we get our own workless

back to work, is recognising that at the same time we
are now in an environment of net in-migration to
cities. Whilst we do not know what the scale of that
is in Glasgow yet, that of itself will both drive the
employment rate up because most in-migrants are
coming here to work and are finding jobs and as a
consequence the employment rate in that sector of
the population is much higher, 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. That is both the opportunity and
the challenge as I would currently characterise it. My
colleagues may have other things they may want to
add to that, specific items of detail if you like.
Mr Russell: Could I add two further points to the
challenges. We probably would accept that the
broad targets that have been set for us at the moment
are extremely challenging and may be unrealistic in
terms of timescale and numbers. We may need to
look at a longer timescale in terms of hitting that
target of 80%. Secondly, we need to be much clearer
about how we deliver the various activities that
organisations here and others are delivering so that
we get the best out of those. We are going to have to
up our capacity. I think the only way we will do that
is by working better together and making sure we get
the right blend of various organisations and how the
further education infrastructure, which is good in
the city, works with us to deliver. The second point,
which is linked to further education, is about being
better at re-skilling. Although we are creating jobs at
the moment 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.

Q2 Chairman: If I could just pick up your point on
the targets. Targets are only any good if they are
challenging; if they are too easy to achieve you might
as well not have them. Where do you think Glasgow
should be in five years’ time on the employment rate?
Mr Cairns: The object from the Welfare to Work
Forum is to put a further 40,000 people in the city
back into work by 2009–10 from a base in 2003–04.
Even if we achieve that, and that is a fairly stretching
target for a variety of reasons, that will only take the
employment rate in the city up to 75%, which would
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be a record employment rate for this city. If we
wanted to get the employment rate up to the 80%
target we would have to get not 40,000 but 54,000
people from benefit into work. At this point in time
we are not in a position to calculate the eVect of in-
migration on that and there still needs to be more
work done on the changing demographics in the city,
but by and large the 40,000 target would take us to
the highest employment rate in the city’s history and
even that would still be well short of the figure we
would have to hit to reach an 80% employment rate.

Q3 Justine Greening: Just a quick question. You
referred to the migration of people moving into the
city and it sounds like that is significant enough that
it is going to be a key aspect of things that you
consider if you are going to get close to reaching it.
Is that fair to say?
Mr Cairns: It is but I would not want to place too
much emphasis on it, demonise it in any way or
exaggerate it. It is really a contributory economic
factor. On the one hand this will drive up the
employment rate because the majority of migrants
come and take work almost immediately and they
tend not to bring dependants with them, so for a
variety of reasons it will drive up the employment
rate, but at the same time for some sectors of the
population it makes the business of placing
indigenous citizens into jobs more challenging. On
balance it is undoubtedly a positive factor and
clearly it is a driver for economic growth and
without that growth we will not hit the
employment rate.

Q4 Chairman: Professor Turok made the argument
that you need a detailed breakdown of everybody
who is on inactive benefits, their individual needs,
capacities, et cetera. Is that feasible and, if it is, how
would that contribute to the Cities Strategy?
Mr Cairns: I will invite anyone else to make a
contribution before I do.
Mr Coyne: I do not know how feasible it is to do that
analysis but I think it is essential to our
understanding of the challenge in Glasgow to
recognise that most of the workless people in
Glasgow are workless for more than one reason,
whether that is low skills, caring responsibilities,
substance abuse problems or a criminal record.
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.
There is a need for multiple interventions along a
pathway to work and the more intelligence we have
about tracking people through that the better.
Mr Cairns: In relation to the City Strategy, and Kate
may say something about this, one of the things that
Glasgow’s Equal Access project is developing, and I
am sure other people are doing the same thing, we
will not be alone in this, is looking at a single client
tracking system for the city that will track the
circumstances of individuals, data protection issues
notwithstanding because clearly we would have to
address that, the nature of the interventions that
take place with each individual and the nature and

rate at which they progress. Whilst I do not think we
should underestimate how diYcult it will be to put
such a thing in place, I agree with Ivan that some
better detailed understanding that allows us to
design the services and crucially measure the
eVectiveness of what we are doing is clearly pivotal
to the whole process. I would not presume to
disagree with Ivan’s analysis.
Ms Still: I think a lot of work that has been done in
the city is to try and track the engagement of people
with services within health and social care services
and how they engage with, and are encouraged to
engage with, the training and employability services.
A major part of that tracking is to see who is
providing the range of interventions that will take
people on that journey from unemployment to
employment. There is also the notion that you have
to have a starting point, so there has been some work
done about the types of individuals, the
categorisation, which is not about a lone parent,
because as David has said a lone parent will have
another range of issues, they might be a lone parent
but they might have a substance misuse problem or
other issues like debt problems, it is looking at where
is the starting point for an individual and trying to
track them over that range of interventions to see
what is making the diVerence for that individual.
That is the kind of thing we want to encourage.

Q5 Chairman: Am I right that your organisation has
been doing some research into what people see as
their own barriers?
Ms Still: Yes. There has been a piece of work done
in terms of user involvement and they have come up
with a range of things. They talked about the
attitudes of the people that they engage with, for
example within health and social work.
Traditionally those organisations have not been
focused on employability, they have dealt with
people’s health or their housing. It is at what stage
would you mention to people about the benefits of
thinking about work and do those working in those
services and sectors know enough about where to
refer someone on if they are interested. It is not
about trying to force people along routes but it is
making sure they have information. One of the
things users have said is they would like to have a
pack of information to know where they can go, who
they can contact and where they will get the correct
information about the services that would help
them. That is one of the things users have actually
said they would welcome. Attitudes to individuals is
a big key barrier at the moment in diVerent
employability and health and social care settings.
We have been doing a lot of work around attitudes
and attitudinal surveys and baselining that so we can
deal with that issue.

Q6 Chairman: Do people feel they are just a number
in a system or are there some parts of the system that
recognise them as individuals?
Ms Still: I think they are asking for person-centred
approaches. In terms of user involvement a number
of services have got user engagement groups. That is
a piece of work we were doing, asking people in user
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engagement groups how they want to influence and
shape the planning of services. That is one of the
things that Equal Access is trying to work with. One
size does not fit all, there has to be a range, a buVet of
options for people to engage with and shape services.
That is the kind of thing we are asking for and trying
to drive forward.
Mr Russell: The Wise Group did a survey of over
1,000 of the trainees who have come to us from
diVerent benefits and looked at the various barriers
that they perceive to employment. We found that the
average was three barriers. We have got a percentage
breakdown. The highest percentage was being a
member of a workless household and the second
highest was a lack of qualifications, but it was also
other barriers like homelessness, whether they are a
lone parent, of ex-oVender status, et cetera. We have
got a breakdown of the various types of barriers. We
have also looked at for what reasons people take
time oV a training course, which is another reason
that if people are going to get into work they have to
resolve those problems before they do. That is for a
later discussion maybe. In terms of the initial
barriers, we are finding that the clients we are
working with have an average of three barriers and
82% have two of these barriers to getting into work.
I agree with Kate, it has got to be a personalised
process that can work with the individual and tackle
the individual’s problems in as holistic a way as we
can if we want to get people into work and then
sustain them in work.

Q7 Chairman: Those personal barriers are about
how the service is delivered surely, it is not a matter
of policy, it is the infrastructural things where there
is a policy focus needed. Are you satisfied on what
you have seen that personal advisers are up to the
job at locating and addressing those personal
barriers?
Ms Still: The feedback from users is there is a range:
some people are very good and some people are not
so good. The important thing is to do the training
around what is a person-centred approach so that
people are adopting practices which are person-
centred and influenced and shaped by how users
want to be approached. Some have mentioned
stigma around perhaps a client group, getting rid of
things like that so that people know how to
approach a person in a centred way so that they do
not approach them with preconceived ideas about a
client group.
Mr Coyne: Our experience adds to that. We find
working with lone parents that a single point of entry
to employability services through the personal
advisers is not enough. 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.

Mr Cairns: I would like to make a couple of quick
points in addition to that. The first one is that
regardless of whether the quality of that one-to-one
advice is currently good, and it will be variable
across diVerent organisations, the fact is it will have
to improve because as time goes on and as we
attempt to eat into the stock of workless people in
the city we will inevitably have more success with
those who have fewer problems and as we proceed
through this over the next few years the task will
become more diYcult and the competence of the
people discharging that task for us will have to
improve. One of the things that we have to address
is around how we track and measure that
performance. One of the things we have certainly
talked about in terms of tracking all of this is looking
at some sort of customer satisfaction dimension to it
as part of the overall system, to what extent did
someone feel they got the right advice in the right
fashion, which will allow us to try to identify where
things have to improve. That is only one modest
element of an overall process. Personally I do not
think it is clear which particular aspects of the advice
service might be deficient, that is something we have
to address, but even when we do that and even when
we have identified that it is good things will have to
get better and will have to become more eYcient and
more eVective because the task will get harder.

Q8 Miss Begg: As part of that improvement in
delivering the service obviously the Government and
the DWP want a mixed economy of providers from
the private, public and voluntary sectors, each
playing to their strengths. This question is for all of
you. What do you see as the strengths of the private
and the voluntary sectors in delivering the
employment programmes?
Mr Cairns: The voluntary sector are here.
Mr Coyne: In the case of the work which we do with
lone parents and their families, the strength that we
bring to it as a voluntary sector organisation is the
breadth of other activity that we do apart from
training and employment related work. We describe
it internally as a continuum of engagement with lone
parents and their families which spans support for
individual lone parents, advice on their personal
welfare, advice on financial support for their
children, we provide out-of-school care facilities and
pre-five nurseries, and we run a range of personal
development courses, all of which would support
those individuals whether or not they were going
into training or education to make their lives and
their families’ lives more wholesome and successful.
Through doing that work we develop a relationship
of trust and an understanding of their issues which
allow us to tailor specific training and employment
activities to their needs and deliver them in a way
which is sympathetic to their life experience. We
think that relationship of trust and the longevity of
the relationship is fundamental to our success in
addressing the needs of that specific group. It is a
relationship which a private sector firm on a contract
simply could not develop, they would not have the
remit or the ability to develop those activities. I am
sure the Wise Group would have a similar view.
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Mr Russell: Yes, very similar, but let me add another
point. To some extent it does not really matter
whether you are profit making or not, what matters
is the values that an organisation has. That is what
marks out the not-for-profit organisations from
some private sector ones. We are clear that we have
to compete with the private sector, particularly in
the current environment of more work going out to
competitive tenders. We have to compete and we
have to act and be as eYcient and eVective as any
private sector organisation at that stage in the
process. What makes us diVerent is that we have
social values and if we are working with the hardest
to help group we will not ignore clients because they
are more diYcult and take the easier ones because
that will get the figures up to allow us to hit targets
and therefore make profits. There is a dilemma
about that in this environment at the moment
because more and more work goes out to tender. We
are about to start a process of thinking about the
Wise Group’s longer term future and this issue will
be one of the core issues we will have to address. If
we did become a profit making organisation it is not
profits for individual stakeholders in the company to
achieve or to give bonuses to staV, it is to reinvest in
the activity we are doing because we are only in the
organisation we are in because of the values. It gets
to be quite a complex debate. David is absolutely
right that what started a few years ago was the ability
of the voluntary sector to deliver activity in a
diVerent way based on longer-term visions and
building relationships but now we are in a diVerent
environment because of the way contracts are
competitively tendered.
Mr Cairns: If I could add one perspective on this. I
was at a reception last night hosted by Reed in
Partnership who are a major significant private
sector provider. They were able to quote some fairly
strong statistics on performance in terms of
conversion rates, in terms of clients into work, the
sustainability of clients into those jobs, the
destination jobs being the destinations that clients
originally sought. 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 diVerent types of interventions and
diVerent types of vehicles for doing that are
appropriate in diVerent situations. It has been said
before that what matters is what works. One of the
things we have to try and get to is a better
understanding, not only of the unit cost of these
things but what works best when, what is most
appropriate. One of the interesting things that came
out of the presentation from Reed, for instance, was
the typology of the public, private and voluntary
sectors is somewhat artificial. Reed in Partnership’s
Working Neighbourhood pilots were all done, as far
as I could gather from their presentation yesterday,
in consortia with quasi-public local development
companies in the city, so there was not this great
diVerentiation between public and private. Clearly
the private sector’s performance, whilst it might
appear strong, has been to some greater or lesser
extent dependent on the public sector investing
possibly ex ante in some of these processes or

alongside the other activities. Yes, 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.

Q9 Miss Begg: Can I come back to the blurring of
what is private, voluntary or public in a minute. One
of the criticisms we have heard in Glasgow is that
one of the main problems is the plethora of diVerent
organisations, there are huge numbers, duplication
and various things. Have you got any strong
empirical evidence that one form of partnership or
one form of organisation is better at getting results?
Richard has said that we have to get better. Is Reed
in Partnership streaks ahead of delivering compared
to One Plus, say, or do you find that the Shaw Trust
is so much better? Do you find that there is good and
bad in both sectors?
Mr Cairns: Would that we did know that and would
that it were as simple as that to work out. The
diYculty is we do not have that and I do not think
anyone yet gathers enough of the data to be able to
make such definitive judgments, but we are in the
process of trying to do it now. It is easy for me to
say—it sounds almost an apology—that we do not
know yet but we are relatively early in this process.
We are in the process of trying to understand and
identify what works. We have done some work, as
yet incomplete I have to say, in trying to look at the
unit costs of diVerent types of outcomes from
diVerent organisations. We are building a much
more reliable picture of what we all buy from
diVerent organisations. If the question is are there
too many organisations delivering these services in
the city I think the answer to that is probably yes
instinctively and logically, but when you think about
the number of people who are workless and the
range of barriers that they face, when you take into
account the fact that historically this has been about
maintaining service and condition management
rather than about change then we should not be that
surprised that there is a wide diversity of
organisations. If we are going to address this we will
probably still require a fairly diverse range of
interventions. How one reduces that to a more
rational marketplace, as it were, is one of the key
challenges certainly.
Ms Still: Can I pick up on one of those points
because some of the Glasgow Challenge work that
has been done suggests that 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. It is perhaps that there is
duplication or a lot of activity around that because
that is what people fund and perhaps what we need
to do is spread the funding across the pathway.
There is a sense that people are hung up on the into
work outcome but, in fact, if someone has been
unemployed for 15 years on Incapacity Benefit they
need a whole load of confidence building steps prior
to that to be in a position to go into work. It is also
about rewarding the early intervention work that is
done with individuals.



3500382001 Page Type [O] 14-02-07 01:57:10 Pag Table: COENEW PPSysB Unit: PAG1

Work and Pensions Committee: Evidence Ev 5

31 October 2006 Mr Richard Cairns, Mr Laurie Russell, Ms Kate Still and Mr David Coyne

Q10 Miss Begg: Coming back to the Wise Group,
you said that the DWP programmes are too rigid.
What do you think needs to change?
Mr Russell: I would agree with Kate, I think what
DWP needs to concentrate on is the outcomes and
allow us to sort out the processes and not try and
micro-manage that part of the process. If we have
been doing this and we know our clients and know
the communities we are working in, we are more
likely to be able to get a result from that part of it.
By all means make sure that we have a rigorous
performance measurement at the outcome stage.
Can I respond to your previous point about the
number of organisations in the city. I think the City
Strategy gives us an opportunity to rethink this, but
let us remember that we are trying to increase
significantly the scale of what we all do to reach the
targets set out in the City Strategy. It is not an easy
answer to say that there may be too many
organisations, some of those organisations may
have to work better together, diVerently, in order
that we meet this higher challenge and all
organisations are going to have to increase their
capacity if we are going to reach it.

Q11 Miss Begg: I think my colleagues have got
questions on how these inter-relate. Just looking at
the Wise Group and what you have said this
morning already, Laurie. I have been coming to
Glasgow for the last nine years with various
parliamentary committees since I was elected as an
MP and have visited the Wise Group on more than
one occasion. I have seen it develop from essentially
an intermediate labour market organisation for the
young unemployed to then dealing with people on
Incapacity Benefit and from what you have said this
morning you are looking at how you will go forward
into the future. From what you have said the
separation of what is voluntary or third sector as
opposed to private may be quite blurred inasmuch as
just because you are a non-profit making
organisation it does not mean to say you do not
make profit, you just do not have profit for your
shareholders and the profit that you would make
would be re-invested in the organisation. Is that a
fair summation of what you are looking at becoming
essentially?
Mr Russell: That is a fair summation. If we make a
surplus, and at the moment it is a very tight surplus,
we re-invest it in the next year’s budget. The issue for
the bigger organisations, and at this table essentially
we represent them in the city, is how we build up the
internal capacity. For example, we have had a whole
series of audit visits in the last couple of months.
Two years ago we had something like 21 audit visits
in a year from diVerent agencies essentially looking
at the same activity but we had to prepare for them.
If we want a team of finance staV that can
understand that and have the systems in place, et
cetera, so we can cover that kind of activity we need
to invest in our own staV. We get no core funding
from anybody. We do not get a budget from any
government source local or national to build up a
core team. What we have to do with any contract is
have a contribution to our core staV which

essentially are our backroom staV on finance and
development and other activities, but there are also
core staV who might work with our trainees. At the
moment I am looking at how we give financial advice
to trainees and to our low paid staV in the
organisation. Yes, we can use other organisations
around in the city but the biggest issue for our
trainees, and we discussed this last night, is the shift
from benefit into work and what financial problems
hit them at that stage. If they get the right advice,
often with a wee bit of flexibility in being able to get
some resources for fairly easy things to get them
across the transition into work, then we know,
because we have evidence of this, that we will sustain
people in work, and that is the main reason people
opt out early on. If we want to build up a service like
that that has a longer-term sustainability in terms of
keeping people in work then we need to build up a
surplus to have that as a core part of our business.

Q12 Miss Begg: Twenty-one diVerent audits?
Mr Russell: Yes.

Q13 Miss Begg: Is the City Strategy going to get rid
of that because that is obviously unnecessary
duplication? I have got a question here about the
eVectiveness of Employment Zones. They have
obviously allowed providers to be a lot more flexible
but do they include all of that checking and what
appears to be cross-checking? It must be an
incredible burden particularly on a small
organisation, but on any organisation.
Mr Russell: This is not an issue particularly for the
City Strategy. The auditors come from Europe,
central government sources and funders of
individual projects. It is a much wider issue.

Q14 Miss Begg: So even if the funding is going to go
in one big pot the individual funders are still going
to need to check that money has been disbursed
properly?
Mr Cairns: That takes us into an interesting question
around the evolution of City Strategies.

Q15 Miss Begg: I know there is a question on City
Strategies later so maybe we should not go there.
The other thing which you mentioned, David, in
terms of One Plus was that a single point of entry for
people is not enough. Obviously in terms of the
initial work-focused interview, who do you think
should be delivering that? Should Jobcentre Plus be
the initial point of contact that merely acts as some
kind of clearing house or signposting to the relevant
organisations or should even that initial interview be
done by organisations outwith the public sector?
Mr Coyne: From our perspective if the work-
focused interview could be delivered by
organisations outside of the Jobcentre Plus set-up
we feel in the particular case of the people we work
with that we could do it in a more rounded way
giving better preparation to the individuals prior to
that and also better signposting to them afterwards.
We spend a lot of time preparing people for re-entry
into economic activity and if we could engage more
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strongly with Jobcentre Plus in the formal parts of
the process we think we could work together to
everyone’s advantage.

Q16 Miss Begg: The question in terms of the new
welfare reform is that there will be some element of
sanction for those who do not comply. What is the
view of the voluntary sector here today because we
have heard mixed views from the voluntary sector.
Do you think that should be part of your role in any
kind of sanction or do you think the big, bad person
is a role for Jobcentre Plus?
Mr Coyne: I think it would be very diYcult for us to
get involved in that. 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.

Q17 Miss Begg: So any decision-making with regard
to benefits you think should be left wholly to the
Jobcentres?
Mr Coyne: Yes.
Mr Russell: I think we need to think this through a
bit further and start from that position but accept
that if there is going to be a change we need to think
it through a bit further and look at the pros and
cons. At the moment it looks to me as if there are
going to be more disadvantages in us applying the
sanctions. One of the things that we have, as David
said, is the ability to build up trust with the people
we work with because they do not perceive us to be
part of the decision-making process on their
benefits. We need to think this through very
carefully.

Q18 Miss Begg: There is still going to be a role
because you are going to have to report somebody
back and say they did not turn up for their interview.
Mr Russell: We will still have to do that.

Q19 Miss Begg: I presume you have to do that
anyway.
Mr Russell: Our job is to manage people being
absent from courses and quite often take hard
decisions about people who are not suitable for
training courses or other activities. We have an
element of that kind of sanction but a sanction over
benefit payment is a stage further and we need to
think it through.
Mr Cairns: If I can add one final point because I
come at this not from the perspective of somebody
who is a provider at all. 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, I
would imagine, 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, as I understand it,
start to introduce the question of employability and
the question of employment as an alternative to
whatever their current circumstances are. Therefore,
it is as much a question about when one discusses
employment as an option and when one holds what
is referred to as that employability interview, and it
is also a question of how, regardless of who does it,
one ensures that the information that is gathered and
the standard to which it is conducted is to a uniform
and high standard. That certainly has to be one of
the aspirations regardless of how we work out by
whom and when it is done. 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. That
would be my oVer, as it were, to how one might
approach it.

Q20 Michael Foster: On our travels we have seen
some really good examples of confidence building
and how folk who have been in real diYculties have
learned new skills and so on, often without ever
finding a job. How would you evaluate that? The
DWP’s task at the end of the day is to get people into
work, to achieve their focused targets and so on.
How can we measure the value of what guys like you
are doing if it does not finish up with a job?
Ms Still: I think it is about looking at soft
measurement indicators. We know—there are
diVerent views on this—there are at least five stages
to employment. There is the initial engagement, the
activity, getting people to get up in the morning,
having a routine, that type of thing, the confidence
building. These are the initial stages. Then there is
the need to have a route, employment pathway,
which is the next stage, which is initial work
preparation which is looking at a person’s individual
skill set and the ideal kind of career or job that they
would like to undertake and then building to look at
new vocational skills, training and education that
can come in at that point that can build for that
person’s journey. Then you are looking at the into
work stage and the aftercare stage. Some people
would argue there are four stages, five stages, seven
stages, but we all know that those stages exist and
have been mapped.

Q21 Michael Foster: I noticed in One Plus’s evidence
you said: “lone parents furthest from the labour
market do not easily fit a model which is target
driven based on short-term into work outcomes.”
That is the sort of group we will be particularly
looking at and seeing the confidence factor grow.
There has to be some measurement. How do you
measure success as opposed to some sort of very soft
social work approach to no doubt deep-seated
problems and all very desirable but not what the
DWP is paying for?
Mr Coyne: It is diYcult to quantify economic
impacts on the kind of capacity building and
confidence building work that we do early on in the
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process. If you are looking for impacts on the
Treasury those are very diYcult to assess. 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.

Q22 Michael Foster: One of the problems, I suppose,
is that the DWP do look to the measurement of jobs.
Is there a risk at least that you will create your
programmes based on that and, therefore, the front
end, the diYcult end, is not dealt with, you only take
merely work-ready people? Is that a risk?
Mr Cairns: That is a very real risk if one does not
take an holistic view of what the problem is. We
know that if we want to move people in this city, and
this is probably true in most other cities, from
various forms of benefit into work then early
engagement is crucial. That early engagement
around whatever the issues that confront these
individuals is crucial. If one does not do that then
what you will do is you will harvest the low hanging
fruit and you will find yourself with none of the
techniques and capabilities to go any further and,
therefore, the endeavours will run into the sand
relatively quickly once you have harvested those
most able to work. One of the challenges and one of
the things we have to work on is to find ways of really
measuring progression towards work in a sensible
fashion. We have all seen various evaluations that
talk about positive outcomes of one sort or another
other than work. I think we have to become more
rigorous about that and we have to be tracking these
things more seriously across the city and across the
country. We have to reward not only the activity,
and I agree entirely with David and Laurie that a lot
of this activity is a fundamental prerequisite for
getting people into a position where they can work,
but in addition to rewarding that activity we have to
find ways to capture and record their progression. A
possible outcome might be a client of One Plus who
has been assisted in this way but we capture the fact
that they have moved on to whatever the next stage
is. They might still be receiving services from One
Plus but we have to capture these things and track
that progression and crucially think of ways of
rewarding the entire continuum. If you do that you
will have the integration of more outcomes, all of
which are valued because they contribute to the end
result rather than it being end loaded.
Ms Still: That is going back to the point that there
are stages and what we should be doing is measuring
a person’s progression through the stages from their
starting point.

Q23 Michael Foster: Is that why you said earlier you
feel there should be a single source of information
relating to an individual, subject to data protection
and all the rest of it?
Mr Cairns: Despite all of the challenges that brings,
and even though we have looked at it I have no
doubt we will find that we have underestimated just
how diYcult that is, unless we do something like that
that includes all of the organisations that work with
the workless, and unless all of those organisations
wholeheartedly buy into that principle, apart from
anything else it is diYcult to see how we can come up
with a structure that rewards those contributions.
Unless there is some single means of measuring this
it is diYcult to see how we move from the complex
marketplace we currently have to one that is better
aligned with what we are trying to achieve.
Mr Coyne: If I could come back to your point about
rewarding progress at all points in the continuum.
The reality at an operational level is that we need to
resource progress at all points in the continuum and
as an organisation we do that through looking not
just to DWP for financial support but to the big
Lottery, to Children in Need, to the Working
Families’ Fund, to the local authorities in
assembling a package of resources that can take
people right from giving them advice on a one-to-
one confidential basis about debt management or
whatever right through to ILM programmes with
strong job outcomes.

Q24 Justine Greening: It is very interesting that you
talk about how we can incentivise more eVort on the
hard to reach cases. You have talked about the
process that people go through, which arguably may
not be dissimilar from a customer who does not
know of a product and gradually decides it is
something they want to buy. One other thing that
you see in business is customer lifetime value. Do
you think it is possible that one of the ways we could
look at this would be to say that a person who is on
this many benefits over a lifetime with no
intervention is going to cost this much, and instead
of saying that is a bad situation we may well be able
to say with that particular client in that case we could
invest a diVerent level of amount because we know
otherwise they will have a diVerent value. I am
interested in hearing what you think. Maybe one of
the ways of doing this is to give particular groups,
such as your own, portfolios of clients to work with
that perhaps have diVerent values attached to them
based on the benefits they are having.
Mr Cairns: I had this discussion with some private
sector providers only last night around what the
merits would be in people with diVerent sets of
circumstances having some diVerent premium
attached to them that was measured on the basis of
their opportunity costs 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



3500382001 Page Type [E] 14-02-07 01:57:10 Pag Table: COENEW PPSysB Unit: PAG1

Ev 8 Work and Pensions Committee: Evidence

31 October 2006 Mr Richard Cairns, Mr Laurie Russell, Ms Kate Still and Mr David Coyne

work with the least challenged, if you like, would
earn less revenue from doing it. In principle it is a
reasonable model.
Mr Russell: I absolutely agree with you and it is one
of my hobbyhorses about this area. Let us take your
analysis of the cost a stage further and let us move
back a way. If we have got some of the hardest to
help groups, if we are talking about people with drug
and alcohol dependencies or ex-oVenders, how
much have they cost society?

Q25 Justine Greening: The broader healthcare issues
going forward.
Mr Russell: I do not know whether we can put a
figure on this and whether there has been any
research on this. If we were to put a figure on what
they cost society, not just as individuals in terms of
benefits or the cost to the justice system or the court
system because they are in and out of prison, often
fairly frequently, the cost to their families, they may
have kids in care, they may be costing the education
system more for their kids who are disruptive, et
cetera, if we were to look at that and then look at the
cost of our intervention per person and look at the
positive value if we could get that person into work
contributing to society, paying taxes and not costing
what they cost in the past, then that intervention and
the cost of that small intervention over a short
period of time is a very, very low percentage for this
group of people. We need to increase it because we
need to spend a bit more time on somebody who has
got potentially 20 years of a chaotic lifestyle behind
them before they come to the Wise Group or any
other organisation.

Q26 Michael Foster: I want to ask one more question
because time is moving on. This is to do with the
monitoring role. We have already learned of the job
creation in auditors that you have told us about, and
obviously that is a side-eVect of your eVorts but they
are not really the target. Presumably the answer is
not to have 21 auditors but what are the key
measurements you think the DWP should be
interested in? In particular, do you think their new
main contractor scheme and allowing the main
contractor to subcontract to other providers is a step
forward or is undesirable? Will it leave people out if
that scheme is pursued?
Mr Cairns: Somebody has to answer. Can I take the
main contractor question first and I will have to ask
you to remind me of the first part because I was so
busy looking at my colleagues that I slightly lost the
plot, I am afraid. In the discussions around the
future shape of service in this city we have looked at
the main contractor model, although we have
described it diVerently. We have described it more as
trying to imagine a sort of airline alliances model
where you might wish to fly from airport A to
destination B and you might use a number of
diVerent airlines in order to get you from airport A
to destination B but there is some alliance or
association between those organisations agreed
mutually by them that ensures you get from A to B
with your luggage with the minimum possible
disruption and at a very competitive cost. There is a

question around whether you allow those sorts of
consortia to form naturally or whether you go for a
main contractor model. I can see either of those
working but there are then questions in cities in
particular around the special geography in which it
is appropriate to do these things, the function or
sectoral specialisation of the organisations doing it,
and one would have to think very carefully about the
design and the outputs.

Q27 Michael Foster: The first part was the key audit
questions. What are the key audit questions the
DWP should be concerned about in returning value
for money?
Mr Russell: Essentially it is still going to be about job
outputs. We have all said this morning that there is
a process along the line to get into jobs and then
sustaining people in jobs and the value of those jobs
in terms of wages and the skills that people have so
that they are on a permanent process. We
mentioned, and you might want to come back to
this, a scheme we have got called Next Steps which
gives people two years’ support, and I know there is
a Jobcentre Plus pilot operating around the UK to
do that. I think that is increasingly important. 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.
Ms Still: I think on that point about skills and
training and the role that plays, we know in terms of
the labour market that increasingly the jobs will
grow in areas where people have qualifications
above entry level. That is where the jobs growth will
be. One of the things we need to make sure of is that
when we put people into jobs we give them the
opportunity to have a long-term career and there is
investment in the job but that aftercare and training
and skills development is not ignored.
Mr Coyne: 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.
Michael Foster: Thank you.

Q28 Harry Cohen: Laurie Russell talked about the
Wise Group’s Next Steps project. Could you tell us
a bit more about that? I know it is meant to give
continued support to sustain people in their
employment. What goes through my mind is it seems
almost like a pilot project in a way, or a one-oV type
project. Why are there not more projects like that? Is
it something that Jobcentre Plus could do
themselves or get more involved in?
Mr Russell: You are right, it is essentially a pilot
project. I believe there is a Jobcentre Plus similar
pilot project run by Jobcentre Plus themselves,
although I have not seen an evaluation of that.
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Essentially it is 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. I would like to add a bit more about
financial support for people once they are in a job
generally to the service we provide. Essentially it is
about finding ways of keeping people in a job and
dealing with whatever problem may come up. The
re-skilling part of it is crucial if we are going to have
people moving and staying in jobs. At the moment
we are getting something like 76% who have stayed
in their job for over 26 weeks on this scheme, which
is higher than we have got with any other project.
That is a very high retention rate. Our initial view of
this is we think it is working and I would be
interested in what other pilots are doing. You are
absolutely right, we could do more of this.

Q29 Harry Cohen: That is very helpful.
Mr Cairns: Can I add one point in relation to that
and it is around understanding the economic
dynamic of this. 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. That is what
will deliver for the city and the economy. We already
know that the profile of spend historically in this city
has been less on engagement and less on in-work
support. I would rather we stopped using the term
“in-work” support and started talking about “in-
work development”. We have to shift the profile of
spend to address both of those issues.

Q30 Harry Cohen: That is a fruitful, interesting
answer and it would be interesting to see how this
develops. I think this advice contact point at a
minimum is extremely useful if it has those successes.
Professor Alan McGregor and his team at the
University of Glasgow did a mapping exercise of
employability services in late 2004 and came up with
the conclusion that it was skewed more towards
skills and jobsearch, rather than outreach and initial
engagement and in-work support. Did things change
as a consequence of that? I know he is doing another
mapping exercise now. What would you expect to
see in that?

Ms Still: Basically that Glasgow Challenge report
was one of the reasons why Equal Access developed
within the city. It is a strategy about co-ordinating
the diVerent services to increase that pathway from
that very early engagement right through to
aftercare. In a sense, that mapping study itself led to
the creation of the Equal Access strategy which has
brought partners together and is working with
partners currently on the City Strategy about
looking at the structures that are in the city on the
planning and delivery of services so that
employability pathway actually works. It is also
looking at the financial resources and how we can
reallocate those financial resources to do exactly
that.
Mr Cairns: I think it is probably worth recognising
we are fortunate in this city in terms of the quality of
the academics we have had at our disposal to do
some of this work. Would that that specialism was
never necessary, but the fact is we do. One of the
things the City Strategy is looking very seriously at,
although it is linked to this question of how one
pools resources, is that we have to shift where we
spend the money. That either means that we
continue to fund the same sorts of people and ask
them to do diVerent things at those two ends of the
spectrum or it means that we consciously make a
choice to 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. That shift clearly has to happen. In eVect
what we have to do is depress the bulge in the centre
of that employability activity graph and raise both
ends. The scale of that shift we are not quite sure
about but it clearly has to happen and it has to be
part of the decision-making process that all of the
partners to the City Strategy sign up to.

Q31 Harry Cohen: It will be informed by the
mapping exercise and, indeed, by all the partners in
the City Strategy. Let me come on to another point
in Glasgow’s Full Employment Areas Initiative
which in my notes talks about community animators
working with people right at the very early stage
dealing with that social deprivation problem right at
the early stage. Can you tell me a little bit more
about that?
Mr Cairns: We find ourselves in the interesting
position where almost all the people in this room are
relatively new at doing what they do. 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.
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Q32 Harry Cohen: Is that eVective?
Mr Cairns: Yes, it is, and somewhere in this pile of
paper I have the results of the evaluations thus far.
Ms Still: I think as an early intervention engagement
mechanism it is doing that but they are also going
through a process of evaluation currently and
looking at how they can improve the model. Some of
that is about co-location of organisations and
agencies in an area, not just having a group of
animators but linking them, co-locating them, with
other providers of services in an area.
Mr Cairns: We are in the process of rolling it out to
other parts of the city. The classic dilemma with
these things is what we have here is a model which is
almost certainly replicable in other parts of the city
and a set of techniques that are probably replicable
by diVerent providers but there is a diVerent
question which is the extent to which it is scaleable.
Clearly there is a sensible limit on how many
animators you can have in any given community and
there is a sensible limit on how many clients or
people they can work with in a given place. That
whole business of early engagement by people who
are perceived as being more like oneself seems to
have value. It is not the only tool you would want to
have available but it clearly seems to have value.

Q33 Harry Cohen: I am interested in whether it is
replicable across the UK. If you get some assessment
of the project at some point could you let us have a
look at it?
Mr Cairns: Of course.
Mr Russell: There is an important point that
Richard has just made. I think a lot of success of
schemes comes from the fact that the people who are
engaging have to be close to the people they are
engaging with, and in this case it is at a
neighbourhood level and it is somebody up the next
street or their brother’s pal or whatever. On an ex-
oVenders’ project there are people who are ex-
oVenders. Often they are the most eVective people—
this goes back to why we as the voluntary sector can
reach these groups better—because they are closer to
the people they are talking to and they understand
their problems because they have worked them
through firsthand and they are not that far away
from them.

Q34 Harry Cohen: In a way they cannot be left to do
their own thing, they have still got to deliver.
Mr Russell: No. They have still got to be within a
framework for a professional organisation that is
properly monitored, costed and everything else, but
having that blend of people who are close and who
have been through the problems is often most
eVective.
Ms Still: The other point is about the locality and the
fact that a lot of the voluntary sector organisations
are engaged with communities because they are
located in the community is very important as well
because they bring them in and they will have the
comfort of coming into these areas and we can work
with them to make sure that they then engage with
other organisations.
Harry Cohen: Thank you.

Q35 Mrs Humble: Can I just ask you some questions
on co-ordinating services because earlier, Richard,
you said there were too many organisations
involved.
Mr Cairns: I said instinctively I feel there are
probably too many.

Q36 Mrs Humble: I wrote it down! You said it is
important to look at what works. You have also got
a lot of initiatives co-ordinating this plethora of
organisations. What works amongst these initiatives
that you have got?
Mr Cairns: What works and what does not?
DiVerent things work in diVerent ways. The
evidence we have on the Full Employment Initiative,
since we start at that end as it were, is if we start at
that end of the continuum we know that at a local
level community animators can have real success in
moving people towards services they would not
otherwise have engaged in. We know that. We know
in relation to Equal Access that the right kinds of
intervention can prove to those who engage in the
front line with clients for a variety of diVerent
reasons that the right kinds of interventions there
can shift the attitudes of social workers, healthcare
workers and others to be more positive about
employment as a possible outcome for their client
group. As a consequence of that, that gives us more
advocates in the field because we need more
advocates but we do that by converting those who
might not be advocates into advocates. We have
much better hard information on the kinds of
employment outcomes, conversion rates, for close to
labour market projects statistically but the weakness
in this, and it still concerns me, is the causal link
between those final outcomes and the range of
interventions that have happened beforehand. I
mentioned the Working Neighbourhood pilots, for
instance. Because these are not delivered in isolation
it is very diYcult at this point to attribute all of the
positive outcome merely to that intervention, which
is a short way of saying I do not know enough about
which outcomes are most successful.

Q37 Mrs Humble: Can I just follow up on your point
about people other than those employed in the
employment field being involved with these people
because, as everybody has acknowledged, a lot of
your clients have multiple disadvantages, and you
mentioned health. Earlier, Kate, you also talked
about people involved in housing and health and
you said it was important to know when to intervene
with an employment strategy when there is another
organisation dealing with a diVerent issue for that
same individual. Surely the point is that some of
these other people are not actually interested in
employment strategies and perhaps do not see the
worth of getting somebody into work. Do you think
that we should have targets for them or engage in a
change in culture so that people do see the worth of
employment?
Ms Still: That is exactly what is going on. 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
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partnership to say that 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. It has been bought into at
the city level and it is increasingly bought into at the
ground worker level because they understand that
they cannot help their individual get into a position
of work and employment if they have got a housing
problem or if they have got a benefits problem. 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
staV and strategic planning”. At those three levels we
are bringing the practitioners together so that they
can work eVectively, they know who is about, what
services they provide, where they can go to and who
will provide that additional support, so one agency
does not have to do everything, they will look to who
has got the expertise and who they can call on to get
a package for that individual. Not everybody has
bought into attitudes. We have done an attitudinal
survey and we know that one of the issues is middle
management is blocking some of the attitudes, not
people at the high level or the low level in the city
because they have all signed up to that partnership
approach. A lot of work is now going on to look at
training and culture change and in joint working
together locally, things like shared assessment tools
to identify when somebody is ready to consider
employability or training. I do not know if I have
answered that.

Q38 Mrs Humble: You have covered my points. You
have all been positive about the work that your own
organisations do and you have been reasonably
positive about the co-ordination of services, but we
have had a rather less than flattering assessment of
what is going on from Alan McGregor who says that
there is a problem with the infrastructure that picks
up jobless people, with the organisations involved
being part of a “chaotic and underperforming
‘industry’”. How do you respond to that?
Mr Cairns: He has a point!
Mr Russell: We can always improve our
performance. I am not sure that it is quite chaotic
and underperforming. Aspects of what we do on
performance will be poorer than others and some
aspects of performance are high. When you speak to
him Alan will be able to elaborate a bit more about
what that is based on. He is an academic, he is
looking in from the outside and he does not see all
aspects of what we do. He is somebody who has a
contribution to make and he is involved in the City
Strategy, so his contribution has been taken on
board at that level. There are diVerent ways of
measuring performance and we have talked about
this in the last hour or so in diVerent responses to
diVerent questions. None of us around this table will
want to countenance poor performance in our
organisations and we will do everything we can to
improve the performance, but we have got to be

realistic with the kind of people we are working with
and set targets that are both challenging but realistic.
Let us not pretend we are going to get 75% of ex-
oVenders into work within three months, we cannot
because there are significant barriers, not just with
them as individuals but with employers and
everybody else, as we discussed last night, who will
not look at employing certain groups of people.
There is work to be done there. Underperformance
is not necessarily at the level of the individual or the
organisations that are working with those
individuals and taking them through that process.
Ms Still: All of us agree that there needs to be
rationalisation in the system and trying to pull
together planning at a strategic level and the delivery
at an operational level but there are problems, I do
not think anybody here would say there are not, but
are the partners trying to achieve that rationalisation
and that cohesiveness in the system, I think the
answer is yes. Will we make mistakes in that process?
Absolutely. The fact that people have signed up to
that rationalisation and that planning and
operational practitioners are working together is the
first step.
Mrs Humble: Thank you.

Q39 Justine Greening: Following on from that last
point when Kate was talking about the need to pull
everything together, the way my brain works is it
made me think of the statementing process that
takes place for special needs children where people
will sit down with a group of stakeholders and work
out an overall package of support. An oV-the-wall
idea is are we saying that something like that may be
required for some very hard to reach people? Are
you saying that you might go through a
statementing style assessment of all the pieces of the
jigsaw that need to be in place for them to be helped
and supported properly?
Ms Still: I think that is absolutely right. There is an
action planning process but there are diYculties
about who takes the lead on that at any given time.
The notion that three or four organisations need to
be co-ordinated around an individual to make
progress is absolutely correct.

Q40 Mrs Humble: Now on to the question I am
meant to be asking you. Clearly there is an awful lot
of work that is taking place in Glasgow at the
moment and we have seen a lot of that in our short
visit. Moving on to the City Strategy, what sort of
diVerence will that make to what you are already
heavily involved in? How are things going to be
diVerent when you do the City Strategy from what
you are already planning to do at the moment?
Mr Cairns: There are a number of things that one
would expect to see from it. Having said that, before
we start, if I have a criticism of the City Strategy in
its current incarnation, developmental though it is,
it is that the time horizon for this is not realistic. If
you think about the nature of the people we are
dealing with, if you think about the fact that we do
not really think they are in a sustainable job until
they have been in that job for 52 weeks and we have a
time horizon for the City Strategy of some two years
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then it does not take someone a lot smarter than me
to work out that this is not really the appropriate
time horizon for this and it is not long enough to
design interventions, carry out interventions,
measure the eVectiveness of the interventions,
modify and improve them. I think that is stating the
obvious. In terms of what we would expect to see
diVerent, there are a couple of things. One, we have
set ourselves more stretching targets as a
consequence of the introduction of the City
Strategy. We have pushed the target up and we have
brought the time window closer, not by huge
amounts but by significant and stretching amounts.
The existence of the City Strategy oVers us the
potential to do things more eYciently. In fact, there
is an expectation that we will do things more
eYciently 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
oYcially on-side on the same agenda and the
budgets associated with that are oYcially on-side on
the same agenda gives us a stronger and greater
number of shoulders behind the wheel. Where the
diVerence 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 eVort. We have anticipated that we will do
that by making the target more stretching than it was
previously.
Mr Russell: As Richard said it is emerging but from
the delivery agencies’ point of view what we would
be keen to do, firstly, is to be involved in that
discussion because it is important we learn the
lessons from how we have been delivering projects in
the past. It gives us the opportunity to work on our
strengths so that we work together better to deliver
the targets that the strategy is going to emerge with.
Potentially it allows us to take some of the pilot ideas
that we discussed earlier and replicate them in other
parts of the city. All the agencies that are here today,
and others that are not here today, find one of the
most frustrating things we have is when we do
something in a pilot scheme that works well but then
the funding stops and you are not able to say how we
can replicate that. It is relatively easy to take the
model but sometimes it has got to have the right
people in the right places and everything else. What
the City Strategy does is it gives us another bit of that
jigsaw to help replicate projects that we know are
working in one area or with one organisation and
spread them to other parts of the city.

Q41 Justine Greening: Aside from the time stretch
that you have talked about, what are the other
barriers that you think might get in the way of this
strategy being successful?

Ms Still: I suppose it is the flexibilities that come
with it. I do not get the impression there is a huge
amount of resource coming with it. It is about
making sure that we marshal the resources that we
have but it is also about the flexibilities within the
benefit system that might come with it that would
make a huge diVerence.

Q42 Greg Mulholland: Following on from that, do
you think there will be advantages in involving the
Jobcentre Plus procurement to allow City 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.

Q43 Greg Mulholland: Do you think that is likely to
happen or do you think there are conflicting
dangers? For example, you have got the employment
priorities of the Scottish Executive as well as the
DWP, do you think there are issues there that could
cause problems?
Mr Cairns: Not with that. The design of the City
Strategy in this city incorporates our Workforce
Plus bid and the response to the Scottish Executive’s
strategy. We have seen people in the same room
working on all three concurrently, so I am much less
concerned about that.

Q44 Greg Mulholland: My other question is Katie
mentioned the resources, which is always a key issue.
First of all, what funding stream resources can be
pooled as part of the City Strategy? Do you think
they will be suYcient to deliver the objectives?
Mr Cairns: We are working on this. The biggest
question would be around the extent to which any
benefits or savings of the kind that accrue from this
could be brought forward and rolled into the pot in
addition to what the DWP currently spends on
employment initiatives. Why are we not looking
seriously at speculating on some of this, setting
ourselves targets, bringing some of that saving
forward in the expectation we will deliver it and
using some of that now? Why is some of that
potential saving not being placed at the disposal of
the people who are attempting to make the change?
Mr Coyne: In addition to 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.

Q45 Chairman: Thank you very much, it has been
very interesting. Good luck, I think you will need it!
Mr Cairns: We will be busy.
Chairman: Thank you.
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Chairman: Good morning. Thank you for bearing
with us. It is good to have you with us. We will crack
on because we have got rather a lot to do.

Q46 Miss Begg: I have a few questions about
engaging people with services. The DWP has a
substantial programme of research to investigate
issues such as barriers to work and to evaluate the
eVectiveness of its various interventions. I think you
both argue that a systematic assessment of the
nature of the challenge and the most eVective
practical response is needed. Why, given that there
seems to be a huge amount of research anyway?
What would what you are advocating involve?
Professor McGregor: I am not advocating any more
research personally, but that is because I am an old
guy coming to the end of my research career and it
is easy for me to be a little bit more dispassionate
about the value of research. In terms of engagement
there is a serious issue in terms of eVective
engagement of folk who have been jobless for a long-
time on Incapacity Benefit. Engagement is not about
having somebody in for a work-focused interview,
for example, it has got to be about getting somebody
interested in changing their status and changing
their way forward. I do not think the issue here is
about research. There is already quite a wide range
of more proactive eVorts to engage with people. I do
not know what you have heard this morning about
what is happening in Glasgow but the full
Employment Area Initiative in Glasgow is an
engagement process that actually goes out into
communities and tries to engage with existing
communities but also the people who are not
actively involved in voluntary sector or community
organisations and tries to get them on board, gently
at first but on a path that may lead to employment
or at least enhanced employability for some. I am
not for a lot more research, I am more for learning
the lessons that we already know and applying them
more generally.

Q47 Miss Begg: Ivan, you argue for a detailed
breakdown of all the people on inactive benefits in
Glasgow according to “individual needs, capacity
and aspirations”. How would that help? How would
that add to the global sum of our knowledge because
presumably we already know that, do we not?
Professor Turok: I think our evidence base is very
weak in this whole area of evaluation evidence, and
what emerged from that last session demonstrated
that in a variety of ways, but in particular an
understanding of the problem that we are dealing
with. I will give you a couple of examples. The first
is the organisations in this city, the Welfare to Work
Forum and Jobcentre Plus, are making great
positive news about the big reduction in the numbers
of people claiming sickness benefits over the last five
years. I have been looking at the data on flows of
people on to and oV sickness benefits In Glasgow
that reveal that the reduction is largely due to people
not coming on to the benefits. There has been no
significant increase in the rate of people coming oV
benefits. It is not as if this whole infrastructure has
proved more eVective over the last five years despite

the improvement in the labour market in Glasgow.
It could be that people are staying in jobs who might
otherwise have come on to benefits or it could simply
be that the rules are being tightened up so fewer
people are coming on to sickness benefits. With that
basic level of understanding, and that is really the
level at which I am coming into this, I am not closely
involved in the way Alan is or the people you heard
before, I am more at the strategic level, and I would
say that is a key issue that nobody is talking about.
I have done some other work on it using the Labour
Force Survey to show the probabilities of somebody
who is unemployed getting a job are seven times
greater than somebody who is not actively looking
for work. Again, that suggests the challenge is much
greater than we have been assuming in terms of
getting people back to work. I think this broader
evidence is critically important to go alongside all
the rich information we have from practice about
what works and what does not work.

Q48 Miss Begg: Are you essentially saying that the
Wise Group, who were sitting in the chair you are
sitting in, has not got anybody back into work who
was sitting on a benefit?
Professor Turok: No, of course I am not saying that.
I am saying that there is a significant number of
people who are constantly moving through the
system oV benefits into work, out of work on to
benefits, but there has been no increase in the rate at
which people are coming oV benefits. The fall in the
number of people on benefits in Glasgow is due to
fewer people coming onto benefits.

Q49 Miss Begg: So it is a churn rather than people
actually coming oV benefits completely? There are
50% who get into work but the next time they are the
50% who are out of work, is that what you mean?
Professor Turok: I am not sure of the question.

Q50 Miss Begg: When I say a “churn” I mean they
are not coming oV of benefits and going into
sustained work, they are going in and out of work all
the time which is why the numbers are remaining
the same.
Professor Turok: That is part of what is going on,
but I am also making a point about the scale of the
increase into employment and the fact that there has
not been an increase in the rate of people entering
employment.

Q51 Miss Begg: So what needs to be done to—
Professor McGregor: I slightly disagree with that. If
you look at the other figures, one of the things that
has happened in the city if you look at another set of
statistics is that about 10 years ago the employment
rate in the City of Glasgow—that is the proportion
of working age people in a job—was 55% and it was
going south, people were predicting less than half the
population of working age would be in employment,
but the Labour Force Survey evidence is now 66%.
Something has happened in the city, people are
getting in jobs and staying in jobs. These are
residents of the City of Glasgow. The
unemployment rate is going down. Put to one side
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benefit flows and all this, something is happening,
the labour market has improved, more people are
finding and keeping jobs and I do not think there is
any debate about that.
Professor Turok: What I am saying is there are some
significant puzzles and uncertainties here because
the flows data is hard administrative data, you
cannot dispute the data. I agree entirely and my
paper presents the data showing a big increase in the
employment rate but it is not consistent with what
the evidence about flows on and oV benefits is also
showing. It could be that people are staying in work
longer, it could be that people are coming into work
from other regions and countries, it could be
younger people who have not been on benefits. I am
saying there are some big uncertainties about what
is going on in the labour market and to say that we
do not need to improve our evidence base is not
sensible.

Q52 Miss Begg: I just wonder whether one of the
explanations, particularly in terms of Incapacity
Benefit, is that there is no incentive for someone who
has been on Incapacity Benefit for five or 10 years to
be engaged at all and those who are engaged with the
services are the relatively new cohort who have come
in, the flows in and out of benefit. Nobody has
tackled, nor indeed does the most recent Welfare
Reform tackle, that stock of people apart from way
down the line. Are they just so far from the labour
market that any kind of money that is spent on
interventions for them would be wasted money?
Professor McGregor: That is a very interesting
strategic question. It is a big choice. If you look at
the figures in Glasgow you have got tens of
thousands of people who are 50-plus who have been
on Incapacity Benefit for at least two years and the
average is probably nine or 10 years. With the best
will in the world, for folk who are older and fall into
that category and people who are very long-term
unemployed their chances of getting work, as we
know, are relatively speaking very poor. There is a
strategic choice about how much resource should be
deployed there. Working with jobless people is a
labour intensive activity. To work eVectively with
them is labour intensive. How do you deploy that
resource most eVectively? The point I made earlier
about the engagement strategy is it is about giving
people more opportunity to engage but it is still
going to be people who largely self-select even into
an outreach service and at least it is a mechanism for
folk where there is a little bit there that says to them,
“I want to get a job again. I want to try and get back
in the labour market”. You can engage them that
way but having everybody in for interviews on a
programmatic basis would be very labour intensive
for little output, frankly. I think a lot of the eVort has
to be on folk who are coming in to Incapacity Benefit
or who are recently in there, that is a realistic
proportion at this juncture.
Professor Turok: You need to give people the option
and not exclude them because some of them may
well come forward and, indeed, as more younger
people come back into the labour market this might
have a culture change, it might change people’s

perceptions as to the possibilities of getting back to
work and it might encourage other people to take up
that option which in the past they might have ruled
out as a possibility.

Q53 Mrs Humble: Looking at co-ordinating
services, earlier, Alan, when you were not here I
quoted you.
Professor McGregor: I was listening at the door.

Q54 Mrs Humble: You were rather rude about some
of these people who were giving evidence to us in
describing the “industry” of services to jobless
people as “chaotic and underperforming”. I have to
say that they accepted what you said and that work
does need to be done. You both highlight the fact
that the challenge of co-ordinating services is an
enormous one and yet we have heard some examples
of good work both by individuals and by people who
want to work together, so why is there still a
problem?
Professor McGregor: This was at a number of levels.
First of all, part of the problem of co-ordination is
down to the funders, the funders are not co-
ordinated. If you take the city, and it will be the same
across the UK I guess, in the city the principal
funders of services for jobless people are, say, the
council, Jobcentre Plus would be the major player,
Scottish Enterprise Glasgow in the Scottish context,
colleges and other key players in European funding
come in. These organisations buy their services on
an individualised basis, they do it as individual
organisations, they do not get together to ask the
question, “What kind of services do we want to
deliver for jobless people in the City of Glasgow?
How much money have we got to spend on these?
What are the constraints on how we spend our
money?” because Jobcentre Plus is a bit more tightly
constrained than, let us say, the city council, “How
can we best spend our money to get a more
comprehensive, better co-ordinated service for
jobless people in the city?” That does not happen. It
is beginning to happen. There have been discussions
for the last 12 or 18 months but it is a slow process.
It starts there. In a sense you get what you pay for
and you get it in the way you pay for it, and funding
is Balkanised and so service delivery tends to be
Balkanised.

Q55 Mrs Humble: Do you think that introducing
flexibility into the system could help? You are right,
there are some funding streams that can only be used
in very particular ways and then people tailor their
services to the funding stream instead of saying,
“This is the sort of service that we want, give us a
funding stream that will enable us to do it”.
Professor McGregor: The starting point is the folk
we are trying to help, jobless people, are very diverse.
We keep calling them the long-term unemployed,
people on IB, the IB stock, all these kinds of phrases,
but out there you are dealing with individuals and
individuals vary tremendously. One individual will
have one significant barrier to get them back into
work, it may be caring responsibilities, a massive
barrier but still one barrier, and there are other folk
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who have 10, 12 or 15 things they need to act on if
that person is going to be moved into sustainable
employment, so a much more complex service
delivery package needs to be out there for them.
Flexibility has to be part of the process because we
need diversity of service for the client we are dealing
with but it has got to be delivered, organised and
funded in a much more coherent way. One of the
other problems is that because we are now moving
backwards in the sense that there are folk further
from the labour market, we are now having to bring
in co-ordinated services where we are co-ordinating
health services with employability services or we
are co-ordinating social work services with
employability services, and then the problems
are you have got organisations with very
diVerent background staV with diVerent cultural
orientations, diVerent objectives, and that is a fairly
significant diYculty. The Equal Access strategy in
Glasgow has been trying to create this pipeline of
services taking folk further back from health and
social work into employability services towards the
labour market. It is slow because frontline staV have
to change to be up for that kind of process. That is
not a funding issue, that is an investment in
organisational change.

Q56 Mrs Humble: I want to come back to that
particular point in a minute, but before I do can you
tell me how you think the Scottish Executive should
be intervening in this?
Professor McGregor: The Scottish Executive has got
responsibility for social work services and for health
services. It does not have responsibility for
employability services but it has got responsibility
for some budget lines that can play into that. Part of
the problem is that there is a perception that perhaps
the Scottish Executive is not that well joined-up in
terms of the central level in Edinburgh: social work
services civil servants talking to health civil servants
talking to economic development and employability
civil servants. That sends messages down into
localities, into local government. You can bring
education in there as another key service. The
Scottish Executive has got to demonstrate a
commitment to joined-up working around service
delivery from the centre.

Q57 Mrs Humble: Can I go back to the point you
were making about culture change in the frontline
services because in our earlier evidence session I
asked some questions about using people who are
health professionals, people who work in housing, et
cetera, but they do not always see employment,
getting people into work, as being part of their job,
nor indeed do some of them accept that it is a good
thing in terms of their clients. I would like your
comment on it but I would also like to bring Ivan in
because he makes an interesting point in his
submission that there is a basic choice to be made
between a “decentralised approach or a more closely
planned and co-ordinated city-level framework”. In
a way, you are highlighting the fact that we have got
a choice of top-down or bottom-up, where do they
meet and which is the best way of doing it, but that

in turn links into how you can involve all of these
diVerent agencies and get them all singing oV the
same hymn sheet. Alan, do you want to start oV and
then Ivan can come in?
Professor McGregor: We have been given a lead on
city-wide frameworks and the Scottish Executive has
published Workforce Plus, the Employability
Framework for Scotland. The key element in that is
about the development of local employment, local
employability action plans. These were designed
locally and there will be local labour market
conditions, problems with local jobless people and
all those kinds of things. The Scottish Executive in a
sense has set some kind of framework now and it is
indeed called the Employability Framework, so we
have something along those lines. In terms of the
joining-up of service delivery, housing people, you
have put your finger on the issue, there is no two
ways about it. For individual social workers
normally employment is not only not a good option
but it is a downright bad option for some of their
clients in terms of their vulnerability where they are
in a poor condition with a low level of equilibrium,
stable low income but a stable income, able to get by
and that is all. They see if you get somebody in the
workplace in a less controlled environment and it
goes wrong that is a disaster for their clients. That is
one aspect of it. There is an ideological bit behind
that as well, politics, but we do not need to get into
that. Then there is a second aspect which is that they
have got enough to do. I speak to social workers and
a lot of health professionals, they are busy people
and if you ask them to take an extra dimension into
their job when they have got plenty to do that is a
diYculty. Thirdly, there is the issue of skill sets. You
cannot suddenly come into employability with your
basic skill set social worker or home visitor, health,
whatever the case may be, you cannot just bolt that
on, it is not as simple as that, you have got to do a
lot of capacity building, a little bit of organisational
change, a little bit of culture change. That is an
investment, that is money, that is taking people out
of frontline services in order to do that and at this
point in time I am not sure that people buy into the
need to make that investment.
Professor Turok: Part of what Alan is saying is
evidence that employment is a good route for many
people would help to persuade people and their
managers and decision-makers that this is a sensible
way to proceed. In response to your question, there
are two models of how to proceed. One is the market
model, which is competitive, which relies on
diversity, experimentation and some of the benefits
of that approach that through competition you get
better practice. The other one is more of a planned
approach with co-ordination and a clear stronger
top-down element. I would argue that we have
neither of those. Both are plausible models but we
are somewhere in-between and that is partly because
the system has grown up incrementally over time,
gradually, organically, organisations have emerged
because of a perceived gap in what is being provided.
We do need to make some sort of decision, do we
want one or the other.
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Q58 Mrs Humble: Very briefly from me, because we
are running out of time, how do you want the
Glasgow City Strategy to be evaluated? How can it
prove value-added success in this plethora of
organisations and initiatives that are taking place?
Professor McGregor: That does go back to the
points that Ivan raised earlier about being able to
monitor what is going on. I do not think you have to
know what is going on to get on and do stuV. I think
we know a lot about what works and what needs to
be done, but to see whether we have any success we
need to see reductions in the number of people who
are on Incapacity Benefit and on other benefits. We
need to know that a lot of that has to do with
successful return to employment. There is an horrific
statistic that if you have been on Incapacity Benefit
for something like two years or more you are more
likely to die or retire than get a job. We need to be
able to monitor what is happening through the
Incapacity Benefit stats. We need to prove that and
benchmark that against other similar cities. I do not
think it is that diYcult to do if we can get access to
the DWP data which allows us to do that.
Professor Turok: There is a need at a strategic level
to see changes in the way organisations operate in
terms of, at the very least, alliances and better
referral systems, tracking systems, the whole of the
infrastructure to enable a more joined-up approach.

Q59 Justine Greening: One of the things we talked
about in the earlier evidence session was the fact that
people are sometimes quite a long way away from
being ready to work and the danger of having work
outcomes as the main target measure is that people
focus on those people really close to the job market.
Do you think it is possible to measure the work that
is done to move people to being in a position where
they will be able to get a job? Is it possible to measure
that? If so, how would you suggest that it ought to
be done?
Professor McGregor: There has been a lot of work
done on so-called measures of distance travelled or
measures of softer outcomes. I come from Ayrshire
and I am a wee bit of a sceptic about everything, it is
a genetic problem I have in that regard. It is diYcult.
However, there are intermediate steps. There are
people going into learning situations, whether it be
college, community learning or whatever, where that
is progress for lots of people who perhaps have been
inactive, not getting out of the house much, not
doing very much. That is a fairly standard measure.
It is not about qualifications, it is about getting
engaged in learning, it is about staying in the
learning process and maybe progressing. What we
are looking for is people being engaged in activities
that perhaps broaden out the current range of
activities they are engaged in and activities which
could be part of a pathway towards employment.
There are questionnaires and surveys on attitudinal
changes and I am a little bit sceptical about the value
of these, I think something harder needs to be put in.

Q60 Justine Greening: How aware do you feel clients
are that they are in a process? If you sat down and
said, “Maybe the first thing you might be doing is

getting out of the house, possibly on a train, re-
skilling you”, is that something you think people are
aware of, that they are going down a path, and if you
were to discuss that with them and explain the route
they were going down that would hinder or help
the process?
Professor McGregor: I am not sure that the people
who deliver the services know that they are in a
process. It is a little bit more diYcult than that. The
other thing you need to be careful about is people
talk about “a package” and it is not really. That
suggests it is something relatively straight, but
people can fall oV the roadside or go backwards, it
is much more complicated than that. Jobless folk are
looking for a bit of help, a bit of advice, a bit of
consistent advice where they go to the same person
to get it, they do not want to be referred oV here and
referred oV there, they would rather somebody came
and spoke to them rather than they get sent oV to
some other oYce. A lot of the process issues for
jobless are the same ones we have: we are in work
when we are booking our holiday or trying to get
through the health service.

Q61 Justine Greening: Can we measure people as
they go through adequately enough that we could
use it to say to organisations involved in delivering
the services, “Yes, you have done it” or “No, you
have not”?
Professor Turok: We have got to be careful about
being too mechanistic about it, which is what Alan
was saying. If we had a range of indicators so that it
is not two or three but a whole range of things,
everybody is in a diVerent situation at the starting
point and any system of measuring has to recognise
the diVerent starting points that people are at and
the diVerent barriers they are facing. Not too rigid a
system that is able to detect subtle improvements in
people’s lives, and it might not just be themselves but
also their family circumstances—you heard a bit
about this morning, are their kids attending school
regularly, have they got their childcare
arrangements sorted out and so on—that is all part
of the process because it is not just individuals, they
are part of households and that should also
determine their progression.
Professor McGregor: I have to say in any kind of
system this would be quite cumbersome, there would
be a lot of resource invested in monitoring and
reporting. We already do a lot of that. You would
have to design something that was light.

Q62 Greg Mulholland: This comes under the term
“engaging employers” which is obviously crucial to
the success of this. With all the work that is going on
in Glasgow at the moment, do you think there are
genuine signs of a joined-up approach in terms of
economic development and employability or not?
Professor McGregor: There is a number of issues
there. I am involved a lot on the construction side of
things looking at major construction investment
programmes. Glasgow Housing Association is a
major landlord in the city now, and there is a lot of
controversy around that which I will not go into, and
they have got a £4 billion programme of spend.
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There are potentially lots of opportunities in there
for jobless people. We have also got developments
on the waterfront and a lot of that is housing where
there are commercial development and commercial
opportunities there. The reality is this is an area
where we have not been terribly successfully
historically. Currently I am involved in helping write
the DWP City Strategy bid for the city and we have
got a little sub-group on employer engagement and
it is a very, very messy set-up with lots of diVerent
people going to employers at random in an ad hoc
kind of way and it is very, very unstructured. My
view is that in the next five years there is so much
happening in the city that if we do not manage to
connect the development of Glasgow investment
with a significant reduction in joblessness then
history will look upon us as having failed really. The
fundamental problem here, to be absolutely honest,
is that there is no one agency in particular that is
responsible for bridging these things, for pulling
together and making sure that the economic
development opportunities and the jobs generated
by that, some of the benefits flow to the city’s jobless
population. There is nobody responsible for that.
Nobody is going to get taken out and shot if we fail
on that. I am not suggesting that as a policy
intervention, but you know what I mean.

Q63 Justine Greening: Metaphorically.
Professor McGregor: Nobody is responsible for it.
Professor Turok: We do have a system whereby the
Economic Development Agency does not like to see
some of these responsibilities associated with it
because it makes the job more diYcult, so there are
natural reasons why organisations shy away from
joining things up. As Alan has said, nobody in
particular has that responsibility. As a result,
employers struggle because they see this complex
infrastructure of employability services and do not
know their way through it. In some ways the analogy
with the Business Gateway is quite an interesting
one, and you might be familiar with it as a Scottish
project. Basically it is trying to rationalise small
business support programmes and create a single
system, a single set of agencies to provide small
business advice. I am not suggesting that is possible
in the case of employability because it is a more
complex issue with many more people involved but
we do have some sort of model of simplification
available.
Professor McGregor: What I said was fairly negative
but can I say that there have been some big retailing
developments in Glasgow over the last one to two
years. There have been very successful interventions
in Easterhouse where there is a big retail
development, Glasgow Fort, and more recently in
the greater Pollock area where there is a major retail
investment programme going on. That has involved
very, very simple mechanisms of working closely
with the site developer, the retailers coming on site
and the local economic development companies that
work in these communities connect and provide a
single bridge between the local community, local
jobless people and the job opportunities that become
available. It is like a person looking after that,

somebody doing it whose job it is to get the retailers
together to find what work and jobs they have got,
when they are going to become available, what is the
spec for these jobs, who have they got locally who
can fill them, and they manage that process. It is not
rocket science.
Professor Turok: It is increasingly important to do it
because we do face, as in other parts of the UK,
increasing immigration so 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.

Q64 Greg Mulholland: In terms of getting the people
furthest away from the job market into work, you
have argued that organisations need to be honest
with employers about the challenges of taking such
people on. Is it possible to be honest in that way and
at the same time encourage employers to get
involved in that process?
Professor McGregor: You have got no option but to
be honest. Often there is nothing to be honest about,
by the way. Often long-term jobless people are long-
term jobless for all sorts of reasons and there is no
story, as it were, that employers need to know about.
Sometimes there may be a mental health issue and
there might be a risk, whatever the risk might be, and
you have to tell an employer that because if you do
not tell an employer and there is an issue or a
problem that employer is never going to look at you
again and that employer will be lost to your potential
pool of employing organisations down the line. You
have to be honest on behalf of your client who is the
jobless person. They might need support in the
workplace, there may be something the employer
needs to be briefed about so that if something goes
wrong they will know how to handle it. On both
sides of this honesty is really, really important. It is
general good practice.

Q65 Greg Mulholland: A final question from me: one
of the key things is sustaining people in employment
and I think one of the issues is who should be
responsible for that specifically. Who would you say
should take on that role and how big a commitment
to the job would that be?
Professor McGregor: I have a slightly diVerent
attitude to this. I think that sustainability starts
before the person gets a job. Sustainability in
employment is about making sure that the jobless
person you are working with is really well prepared
for the opportunity that they go into and the
opportunity they go into is really well matched to
their skills, their aptitudes and their aspirations. If
you make a really good match at the outset that is
the best way to get sustainability. Secondly, there is
a lot of talk about aftercare, and there is a need for
aftercare in relation to joblessness no doubt, but 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
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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. Thirdly,
there is the question of aftercare for employers and
that touches on your previous question. That is
where I think there is a client you have placed with
an employer where there may be some issues, you
explain to the employer what the issues might be and
you also oVer to be available should these issues
arise, so there is aftercare support for the employer
which in turn supports your jobless client. The
responsibility starts essentially with the organisation
that hands over the jobless person into an
employment setting, I think it is their responsibility.
Whether they get paid for carrying out that
responsibility is another issue. Very few funders pay
for that kind of service beyond the point of
somebody going into a job.

Q66 Harry Cohen: You have given a very strategic
overview but I have just realised that we are focusing
at one level on raising the employment rate through
three categories: the lone parents, ethnic minorities
and the over-50s. If you were in our position here
doing this report, what would be the one point that
you would focus on in one of those to tell us to look
at and improve it?
Professor McGregor: I would say the over-50s
because I am one of them and you have got to look
after yourself! I do not think it works that way. Some
of the things we have been talking about are generic,
so they are about knowing what the employment
opportunities are that you are targeting on behalf of
your clients, preparing them for jobs they are going
to be comfortable with and will benefit from, that is
the first thing. The second thing is the kind of
aftercare and investment process I was speaking
about. The third thing is there needs to be an

awareness of the barriers for the over-50s, for lone
parents and folk in black and minority ethnic groups
that are going to be very diVerent. The barriers are
going to be diVerent so the work you do with them
prior to that is going to be quite diVerent. A lot of
the problems for the over-50s sit with employers. We
have not spoken about that but there are serious
issues about the way that employers recruit and hire
people, specify jobs, specify job requirements, which
are discriminatory, sometimes deliberately, often
accidental or not thought out. In terms of the over-
50s I would be targeting particular employers, I
would be looking at employment recruitment
standards and mechanisms. That is the way into
customising the services to the diVerent groups that
you are speaking about. Even if you go into the
black and minority ethnic groups there is
tremendous variation across ethnic minorities in
terms of success in the labour market, huge
variations, and you have got to understand those
and tailor your services to these things.
Professor Turok: If you looked at the distribution of
these groups and others you would find quite a close
correspondence in diVerent parts of the country
depending on the state of the labour market. These
groups all have a lower employment rate in
somewhere like Glasgow than elsewhere suggesting
that the issue of employment opportunities is
critical, labour demand, and in a tighter labour
market employers can be less discriminating. The
weakness of DWP is a focus purely on supply side
issues. This is where joined-up government matters
and having economic development alongside
improving supply side measures means in a tighter
labour market things move much more easily, you
can slipstream all sorts of people into jobs that
otherwise you could not.
Chairman: Thank you both for coming. Certainly
the written evidence you put in was challenging and
had some stark things to say and has certainly
shaken people up. We do appreciate what you have
said today, thank you.
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Q67 Chairman: Welcome to our second evidence
session on our employment strategy inquiry. It is
good to see you all. I am going to kick us oV today.
Is full-time employment always the right thing for
lone parents?
Mr Pond: Thank you for inviting us to give evidence
to the Committee. The answer to that is no, it is not
right for all lone parents at all times, any more than
it is right for any parents at all times. There are
circumstances in which it is not appropriate for lone
parents to be in employment. We know that about
one-quarter of lone parents are caring for a child
with a disability or a long-term illness. It does not
mean that not all of them can work but it does mean
there are greater barriers. About one-quarter of lone
parents themselves have a disability. Again, that
does not mean they cannot work but it does mean
that there are barriers of which we need to take
account. So while the great majority of lone parents
do want to work if the circumstances are right, we
need to respect that in some circumstances those
lone parents have made a decision for themselves
and for their children that now is not the time to be
working.
Ms Green: I guess to that I would add that it is not
necessarily determined by the age of the children.
Many lone parents with very young children under
the age of one will be out at work and be able to
make that balance, perhaps because they have got
family support or because of the kind of
employment that they are able to access. Lone
parents of older children will often say that that is
the time when they most need to be around for them
and at home, particularly if they are going to be
taking exams, going to change schools, or simply
facing some of the peer group pressures that quite a
lot of lone parents say their kids are particularly
exposed to in their teens.
Ms Giullari: I think I would add that it is important
to remember that there is quite a diversity amongst
lone parents in terms of the attitudes about when the
right time comes for them to work, but also about
whether it is right to work full time or part time even
when the children are slightly older, so it is
important to bear that in mind as well.

Q68 Chairman: Do you think that the 70%
employment rate target is achievable and is it
desirable to have such a target?
Mr Pond: I think it is an ambitious target. It is less
ambitious than the target for lone parent themselves,
90% of whom tell us that if the circumstances were

right, in other words if the aVordable and quality
childcare was available and if the right jobs were
there and the right pay was there, they would like to
work. It is less ambitious than it might be, as Lisa
Harker’s report for the DWP has showed us in the
past fortnight, because we need to reach an
employment rate for lone parents of 68% if we are
through that mechanism alone to achieve the child
poverty target for lone parents themselves by 2010.
It is most unlikely, frankly, that we are going to
reach that target. There has been an astonishing
improvement in the employment rate for lone
parents already, especially given the barriers that
many face, but it will be stretching to reach the 70%
target. Our argument would be that we need to focus
not only on helping lone parents get into work but
also, most importantly, helping them stay in work.
If we could reduce the exit rates of lone parents from
employment to the same level as the exit rates of
other parents then we would achieve the 70% target
without any substantial further increase in the entry
rates, so we need to focus both on retention and on
helping lone parents into work in the first place.

Q69 Chairman: Do you think on retention it is an
issue of the type of job that lone parents tend to go
into or is it a lack of support once they move into
work or on-going support?
Mr Pond: I think it is a combination of things: first of
all, it is the skills and qualifications that lone parents
have when they enter work; it is the type of work that
they go into; it is the type of support that they have
in going into work; and it is about the conditions
once they are in employment, for example the level
of pay. We know that many lone parents face a very
real problem of low pay and poor employment
prospects, which does not give them a great incentive
to remain in employment, but it is also important
that in terms of rights at work, and indeed the
attitude of employers that they support lone parents
going through those periods of crisis that so many
parents face. We know that 31% of people leave
employment when they become lone parents. If we
could deal with that problem, if we could give lone
parents support in those circumstances, as we are in
One Parent Families through a project such as
Family Fortunes, then we could reduce that job loss
for lone parents and increase the retention rate.
Ms Giullari: Another issue is that the childcare
promise has never really been delivered in reality as
yet, and therefore it becomes very, very diYcult for
a lone parent to aVord childcare and to manage
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working responsibilities with working times or
childcare arrangements that break down or that are
too expensive. That is the case perhaps mostly for
those lone parents who cannot rely on any other
support which is not formal care or cannot aVord
home-based child care, which is still very expensive.
So until these conditions are in place, it is going to be
very diYcult to achieve that target.

Q70 Chairman: We have to recognise, as you said
Chris, that there is not a homogeneous group of lone
parents and there are diVerent individual
circumstances, particularly for those with children
with a disability. Is it the case that the policy focus
should be on sectors, if you like, of lone parents or
should it try and maintain the broad-brush
approach? I am thinking particularly of London
where the increase has been negligible in the
employment rate of lone parents. One thing that
comes through constantly in all the evidence we
receive is this insecurity at point of change, so what
do you think can be built into that?
Mr Pond: First of all, we have got to recognise that,
if we are to reach the 70% target, that we have to get
300,000 more lone parents into work. That means we
have got to do as much in the next four years as we
have achieved in the past eight years. We also have
to recognise that that is getting more diYcult
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. Therefore, we have got to look to groups
such as lone parents in London where the
employment rate, as you say, is much lower than it
is for the country as a whole and where the
improvement has been less encouraging. We need to
look to those lone parents who have lower levels of
qualifications and are perhaps less job ready than
would be the case elsewhere. We also need to look of
course to those who have been on benefits for longer
because two-thirds of those lone parents at the
moment have been on benefits for two years. That
suggests they are quite a long way from the labour
market, and unless we put much greater investment
into projects such as the New Deal for Lone Parents
and New Deal Plus for Lone Parents, we are not
going to reach out to those groups and we will not
reach the target.
Ms Green: One of the things that I perhaps could
add is, first of all, we see a lot of lone parents who
are also, as you have mentioned, parents of disabled
children, maybe disabled parents themselves or
maybe carers. There are many lone parents therefore
who are being categorised in the system under other
headings (or could be) and the system is remarkably
inflexible at seeing the whole range of barriers and
experiences that they may have. It categorises them
very much by what benefit regime and therefore
what sort of engagement regime a parent is required
to participate in. That means that quite often it will
fail to address the full range of needs for support that
a lone parent may have. For example, we have talked
to lone parents who are also parents who have a
disability, and they will say if they are being treated

as disabled parents they will have conversations with
Jobcentre Plus staV about how to manage their
disability but there will not be any acknowledgement
of their responsibilities as parents. Equally, if they
are seen as lone parents it may be completely not
taken on board that they have health needs and
might benefit from support around managing those
health conditions. So I think there is a problem with
inflexibility and a lack of data even about how
people may overlap into diVerent categories.
Secondly, London represents a very significant
challenge and I am very sure—and I say this also as
a member of the London Child Poverty
Commission—that London-specific strategies are
going to be necessary. That is not to say that we do
not feel that policy should be looking to address
increasing the employment rate amongst lone
parents across the piece, but I think we do feel there
will need to be particular policy solutions and
approaches in London because, plainly, the broad-
brush approach in terms of the higher costs of
working in London and the greater challenges of
managing family life and working in London are not
being suYciently addressed by current policy. Your
point about insecurity at the point of change is a very
significant one. 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, not
necessarily completely reliable, and, in terms of the
availability of independent advice, is likely not to be
there at all as the independent sector is increasingly
squeezed.

Q71 John Penrose: I just wanted to follow up, if I
could, on those last comments about multiple
deprivation and the interaction between them. One
of the things which we are going to be looking into
is the eVect of those interactions. You are saying at
the moment that the system is rather inflexible in the
way that it deals with this. What is your best estimate
as to whether or not the eVect of being a lone parent,
just as the impact of lone parenting, is something
which is important but which is a secondary overlay
to some of these other things which you are talking
about? Do you have to solve them first, in other
words, and then deal with the lone parenting issues
or is it something which if you deal with the lone
parenting issues most of the rest of them will become
significantly easier to solve and you can deal with
them in passing?
Ms Green: I think you would have to be advancing
on all fronts. What is more, individuals will
experience the challenges of their diVerent barriers in
diVerent ways at diVerent times so somebody may
find that she is a disabled parent but the real
challenge at present is around her health condition.
Another lone parent who in every other way appears
to be in the same circumstances may find that her
children are having particular diYculties at school at
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that time and therefore the immediate and most
significant problem for her is to deal with her
parenting responsibilities.

Q72 John Penrose: So they are all show-stoppers?
Ms Green: I think potentially they all are and picking
on let us resolve the lone parent problems, for
example, and everything else will fall into place,
would not work.
Ms Giullari: At the same time it is important to look
at the extra specific needs. For example, for a lone
parent who is disabled the main barrier might be the
disability, but the way in which they can deal with it
might be further complicated by the fact that they
are a lone parent and they have not got a partner, for
example, to support them in any way. So further
down I think it is always important to remember the
specific and complex needs that lone parents have to
juggle parenting and work.

Q73 Justine Greening: I just wanted to follow up on
the London strategy that you were talking about. As
a London MP, I think I can see the need for some
focused work too, but in your opinion what is
driving that extra challenge that we have got here in
the city?
Ms Green: Of course, it is not just one thing because
if it were it would be much easier to deal with it. I
think probably the issues that make London so
much more challenging are well known and
understood. It is about the higher cost of living in
London, which means that working at low pay is
even less likely to be economic and, as Chris has
already said, pay is a huge factor in whether or not
a lone parent will take and then sustain a job. It is
about the diYculty of accessing good-quality
services in London, including particularly childcare,
both in terms of its availability and again of course
in terms of its cost, which in London is exceptionally
high and where of course the tax credits system does
not make any additional allowance for that
exceptionally high cost.

Q74 Justine Greening: Are you saying that the
benefits system should further reflect what have now
become increasingly geographically diVerent cost
structures in our economy? Do you think that is
something we should think about?
Ms Green: In terms of the support for childcare, the
focus on the tax credit is proving to be a rather
limited way of dealing with the problem. The take-
up of the childcare element of working tax credit is
very low. It seems to us that the balance of
investment between enabling lone parents to
purchase childcare and the demand side stimulus
that we have got through the tax credit, as opposed
to what is invested in the supply of aVordable
childcare, is probably out of kilter. So I think we
would say the first priority is to look again at that
balance of supply side and demand side provision. It
is incredibly complicated to start to move into
diVerent benefit rates for diVerent cities, but it is
certainly the case that in terms of pay in London so
that there is a lot of interest in the Living Wage

campaign and the idea that higher rates of pay in
London are plainly necessary to make jobs
economic and worth the lone parents moving into.

Q75 Justine Greening: One quick follow-up question
on housing: a lot of the single mothers that I see in
my MP’s surgery are in some cases sleeping on
couches in front rooms with their existing family
because there simply is no space for them to go to,
they cannot rent privately and their home situation
simply does not facilitate being able to easily get
back into work. Is that quite a bad problem we have
got here in London with overcrowding?
Ms Green: I think it is a problem. The quality of life
therefore that families and their children are able to
enjoy is very, very seriously compromised. I think it
is well worth attention in terms of looking at the
policy of increasing the housing supply in London
that we make sure that it is not too focused on
building lots of one or two-bedroomed yuppie flats.
What we need is family homes in London and it is
very, very important that housing policy and policy
to increase the supply of aVordable housing in
London focuses on the needs of families and
children.
Mr Pond: If I may just add to that, there is a
particular challenge on the housing in London but
the reform of housing benefit and giving people
more choice ought to help to address that to some
extent.

Q76 Mrs Humble: We are already engaging in a
debate here on all sorts of technical measures to try
to help lone parents, but I want to get back to some
basic questions before exploring those more intricate
measures, starting oV with how do we better engage
with lone parents? In a way, it is picking up on your
point, Chris, when you were talking about the fact
that we are now targeting the group furthest away
from the employment market. It is often that group
that lacks confidence and does not have the soft
skills that are needed before they then start even
looking at engaging with training before going into
work. What sort of measures should we be looking
at for improving the self-confidence of lone parents
and making sure that they do have those soft skills?
What role do you think voluntary organisations like
yourselves have in that?
Mr Pond: One of the biggest barriers to so many lone
parents moving into work is a lack of confidence,
especially if they have been outside the labour
market for some time. If I may flag up one of the
projects which we have been undertaking very
successfully with Marks & Spencer, the Marks &
Start programme, that is helping hundreds of lone
parents into work every year. An important
ingredient of that programme is both giving them
support at the beginning of that process to make sure
that they are ready for work, that they have got their
childcare in place, that they know what will be
expected of them, that their confidence is increased,
and then when they are in work to provide them with
the support that they need. In Marks & Spencer’s it
is done through teams of mentors of existing staV
who act as “buddies” to them. That combination has
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proved very successful in helping lone parents move
into work and to keep them in those jobs. You can
see the transformation that that programme can
make to the circumstances of individual lone
parents. That sort of programme is very important.
The voluntary sector can make a real contribution to
this, and indeed the private sector, but it can never
be a substitute for a properly resourced public
programme of the New Deal for Lone Parents-type
and indeed the New Deal Plus for Lone Parents. We
need to make sure that that programme is
suYciently well resourced so we can provide the
support to lone parents both before entry to
employment and once they have gone into jobs.

Q77 Mrs Humble: Just staying with voluntary
organisations though, I know when I speak to
colleagues from diVerent parts of the country that
not everywhere has voluntary organisations to
support lone parents, so if there is a role for them—
and I hear what you say about the statutory sector
having its function and there will be other questions
later about the New Deal and the statutory sector—
what can be done to ensure that there is a spread of
voluntary organisations around the country to
undertake the particular functions that you do? I
have to say that sometimes lone parents respond to
you because you are not statutory, so when you
intervene and are saying, “We want to improve your
self-confidence”, they will listen to you. How can
you better work, especially given that you are not
everywhere simultaneously?
Ms Giullari: This is an issue where perhaps there is a
chance to talk about some kind of mixed model
where the statutory sector certainly provides in
terms of numbers and in terms of programmes the
major role, but voluntary organisations like One
Parent Families and like ourselves can actually
provide programmes that perhaps are better at
reaching out to those who are very hard to reach. I
think the point about trust is a key issue. Being a lone
parent organisation which is based in the
community is more likely to attract those lone
parents who still feel stigmatised by the statutory
agencies and who are not very work ready. The
people that we see tend to be lone parents who are
literally getting by day-by-day, and when they come
to our services they really have no ideas, they are not
even thinking about work, they are not thinking
about training, they are just living day-by-day, and
they are not thinking beyond that. So there is a sense
in which organisations like voluntary sector
organisations can work with lone parents who are
living in very disadvantaged conditions, who are
very, very far away from the labour market, who
have no qualifications and very low self-confidence,
to actually engage them in the first step of thinking
of perhaps engaging in some kind of goal-setting and
investing in the time that they have where they are
looking after their younger children. We have been
talking about this with the National One Parent
Forum which is a meeting which happens twice a
year of diVerent lone parent organisations. We were
discussing this issue because all the lone parent
organisations provide services of this kind but we

became very aware that our services worked really
well because of the context in which they are
provided, and also because as a lone parent
organisation we understand very well the lone
parents’ very holistic needs. The services that we
provide are not just training and skills; for example
we provide signposting, advice and information; we
provide childcare on site so lone parents can access
the childcare; we provide flexible training which
works with the hours that the lone parents feel they
can spend away from their children. In terms of
gaps, we know there are gaps in the country and we
are interested in working together to collate our
evidence on the outcomes of these programmes and
to work out where the gaps are to see whether we can
support perhaps non-lone parent community
organisations to develop similar programmes that
can engage lone parents in these deprived
communities. There is a key issue and that is one of
sustainability. A lot of those programmes have to
rely on short-term, small-scale trust-funded funding,
which means that they often cannot be replicated in
the actual areas where they are. So in order to
develop something that is much bigger and covers
many more areas, there is a need for larger scale
funding from the Government that would enable us
to work together and provide this kind of model.
Mr Pond: Could I perhaps just add to Susy’s
comments about the importance of the holistic
approach, and it is related to Mr Penrose’s question.
We do know that people face multiple disadvantage
and that people are not cardboard cut-outs. One of
the particular contributions that the voluntary
sector can make is providing that holistic approach,
and we are working with a consortium of
organisations, both in the voluntary sector and in
the private sector, to create a community-based
centre which will allow people who come through
the door with employment needs to be treated as
individuals and for their multiple disadvantage to be
treated in an holistic way. I think that could be an
important way forward building on some of the
proposals in the Welfare Reform Green Paper.

Q78 Mrs Humble: Can I just ask you a question
about the work-related activity premium (WRAP).
You make comments in your written submissions,
but I just wonder if you could expand a little on what
role you think this premium will have in encouraging
more lone parents back into work or into work for
the first time (because I do also meet lone parents
who have never been in work)? Chris, do you want
to start oV because the OPF made some comments.
Mr Pond: We are very hopeful that WRAP is going
to reach out to those groups we have been talking
about who are most diYcult to help, and we think it
is an important step forward. There are certain
aspects of it that we would like to see moving further
on. We would prefer that it was not wholly
concentrated on those lone parents with older
children, who to an extent have already reached the
employment target (66% of those with a youngest
child aged over 11 are already in employment) so
that does not take you much further towards the
70% target. We would rather it was on an opt-in
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basis rather than an opt-out basis, but we think the
principle is very important and it could be a way of
helping lone parents to get into work and stay in
work. It will require New Deal advisers to develop a
new set of skills which are much closer to the
professional career development skills that we see in
the private sector and it will mean that those
personal advisers will have to make sure that they
provide long-term continuing support for lone
parents, but the principle, we think, is absolutely
right. We need to make sure that we define properly
what the work-related activities are and that when
lone parents change from one form of activity to
another that they do not find that suddenly their
work-related activity premium stops. Personal
advisers should have the discretion to be able to
continue that payment even though nature of the
activity has changed.
Ms Giullari: We are also concerned about the time it
takes. It is what we were saying before; it does take
a long time to get lone parents who are very far away
from the labour market into thinking about and
engaging in work-related activities. So we feel that
the six-month limit on the premium is fairly short in
this respect. The other thing we also feel is that it is
a shame that the WRAPs are being targeted at lone
parents who have children over 11 because we do feel
the biggest group that needs to be engaged in work-
related activities is lone parents who are furthest
away from the labour market, and that is not always
determined by the age of the child. There is a danger
that these lone parents will be left out. The other
issue on the point that Chris made earlier about
holistic support; again there is a role for voluntary
sector lone parent and non-statutory organisations
to work closely with personal advisers to actually
inform them about what kind of work-related
activities on an holistic basis an organisation like
ours provides because for those lone parents that are
hardest to reach and less trusting of other
organisations perhaps that would be a really good
way to make the work-related premium work.

Q79 Mrs Humble: Finally from me two more
controversial questions. The first one concerns
compulsion: should there be more compulsion for
lone parents within the system and, if so, should it be
targeted at lone parents with older children?
Mr Pond: Frankly, compulsion is not going to buy
you very much progress towards the target. Up to
now One Parent Families has been supportive of, for
instance, the work-focused interviews and the
requirement that lone parents attend those
interviews because it does make sure that lone
parents have a full understanding of what is
available to them moving into work or to access
training and other facilities. We are very sceptical
indeed that moving further down the road of
conditionality is going to have any greater success.
The evidence is not supportive of that. 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 know that Jobcentre Plus is facing
very, very stretching targets on both headcount and
on their budgets, but that does mean we are already
seeing the eVects on the ability of personal advisers
to provide a really high-quality service to lone
parents, which itself will start to impact on the
employment target. 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
diYcult to reach the employment target and not
easier to do so.
Ms Green: CPAG are very concerned about the
tendency to increase conditionality across a whole
range of benefits regimes in fact, but particularly in
this instance in the case of lone parents. I very much
agree with Chris that the very admirable
achievement in increasing lone parent employment
to date has not been as a result of more and more
compulsion; it is much, much more to do with a
combination of a strong economy which has created
more job opportunities; the importance of tax
credits in making work pay for more lone parents;
the quality of support that they have been able to
access through New Deals and other programmes,
and I think there is, as Chris says, no evidence to
suggest that what is needed is more compulsion.
Plainly what seems to work well is good-quality
support and so the emphasis needs to be on more of
that. I think we are anxious that this is becoming a
self-fulfilling prophecy in a way, that the more
compulsion is out there, the more it is argued that
that is what is needed, to a point where I think we are
in danger of letting this become more prevalent in
the way in which the welfare system is working
without a proper debate about the principles as well
as the practice of taking that approach. I think we
are, for example—going back to the question you
were asking a few moments ago about the work-
related activity premium—seeing what might in
some senses be regarded as conditionality being
dressed up as other things, because if a benefit is
reduced if you do not participate that is in fact
conditionality, and I think we need a more honest
and open debate about what sort of tendency is
really being followed here. Finally on your question
is it appropriate for some lone parents and not
others, and I think perhaps the suggestion that you
could expect more of lone parents with older
children, if you were to continue to increase
compulsion on lone parents whose children are aged
over 11, you are going to see ever-reducing gains.
Most of those lone parents are in paid employment
in fact. Those who are not are likely to either have
been out of work for a relatively short time (they
may be just coming into lone parenthood and move
back to work quite quickly) or they face very
substantial barriers, and the answer to addressing
those will not be about making their lives harder
through more compulsion; it will be looking at the
kind of holistic support that they need.
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Q80 Mrs Humble: We are running out of time so,
Susy, yes or no, do you agree?
Ms Giullari: I have nothing to add.

Q81 Mrs Humble: Finally from me, picking up on
Chris’s point about work-focused interviews and the
reason for work-focused interviews, there is a lot of
debate now within the terms of the Welfare Reform
Bill about the role of voluntary organisations in
delivering on those work-focused interviews. What
role do you think lone parent organisations should
have in engaging in that way?
Mr Pond: We would certainly be very reluctant
participants in that process, it has to be said. We
talked earlier about the success very often of the
voluntary sector in engaging with lone parents, in
building trust with lone parents, and if we are seen to
be mechanisms for imposing sanctions on those
same lone parents then that could compromise the
ability for us to help those people and to provide the
sort of support that they need. We are not convinced
that sanctions in themselves are going to be terribly
eVective, as we have just described, and we would be
very reluctant to see the voluntary sector being asked
to take on that role in itself, so while we understand
that the voluntary sector, if it is going to take on
some of the other aspects of helping people into
work, will also have to take on some of the less
palatable aspects, we do not believe, frankly, that
this is going to make much of a contribution in
helping people into work, whether it is in the state
sector or in the voluntary sector. We are very
nervous about the idea of the voluntary sector or the
private sector being given that extra responsibility.
Mrs Humble: Again because there are lots of other
areas to cover, do you both agree with that point of
view? Right, thank you.

Q82 John Penrose: Can I just pick up on some of the
last points you have been making about the
importance of flexibility, particularly when dealing
with multiple deprivation and ask you some
questions about the New Deal for Lone Parents. The
first question is: how do you think it is working and
where do you think it is working and where do you
think it is not?
Mr Pond: I have cited one or two examples in terms
of my own organisation’s activity where that sort of
flexibility is working very well indeed, particularly in
the Marks & Start programme. There is also some
suggestion that the Employment Zones because they
give the option for more flexibility are a way of
moving beyond what is achievable through the New
Deal or New Deal Plus. I think the jury is out on that
at the moment. It is very clear that Employment
Zones and the role of both the voluntary and private
sector within them can make a contribution. I do not
think we can assume that it is a substitute for what
can be achieved by Jobcentre Plus as a national
programme. It is clearly complementary. It can
address the particular circumstances and a
particular labour market for a particular group of
lone parents, and that is helpful, but it is not the
substitute or the alternative. New Deal Plus because
it is a more flexible programme (and it is being

piloted at the moment) does oVer very considerable
potential for providing that sort of flexibility and
tailoring of support that is needed by individual lone
parents. We would like to see New Deal Plus rolled
out with the resources that are required, particularly
for the emergency fund to be available across the
country and for a longer period of time than the 60
days for which it is currently available, because there
is evidence that that is a very flexible means whereby
personal advisers can provide the support that lone
parents need at those moments that they need that
support and can really help lone parents both to
move into work and to stay in work.

Q83 John Penrose: Would you like to add anything
to that?
Ms Green: No.

Q84 John Penrose: I just want to push you a bit
further then if I can because I am not clear as to
where you think that New Deal and New Deal Plus
is in need of further change. Where is it not working
well and what is that telling us about the barriers
which people are facing which it is not overcoming
and which might need to be addressed in the future?
Mr Pond: I would certainly say that there is a real
challenge now in terms of the training that is
provided for lone parents through the New Deal. We
do know already that it is only a very small
proportion of lone parents who receive that training
already. The proportion receiving that training is
declining and the access to that training elsewhere
through changes in the learning and skills councils
and their focus on 16 to 19-year-olds rather than
adults does mean that the availability is being
reduced still further. Given that we know that a
major barrier for lone parents entering sustainable
employment is the level of qualifications and that we
need to increase their ability to access higher quality
employment, then that is a policy which in the long
term is not sustainable and we would like to see
much greater investment in training and we would
like personal advisers to have much more discretion
in their ability to allocate those resources to lone
parents.

Q85 John Penrose: Forgive me, that sounds to me as
though that might be a problem which is broader
than just lone parents and what you are talking
about there is the New Deal for people with low
skills, and that will not just be lone parents, that
could be all sorts of other groups who are currently
disadvantaged in the labour market as well.
Mr Pond: That is absolutely right and Lisa Harker’s
report for the DWP makes the very important point
that this is not just a challenge facing lone parents
but that all parents do face challenges and would
benefit from the additional support. We know also
that this is not, as the Chairman said at the
beginning, a homogenous group, that there is an
interchangability between lone parents and other
parents, normally women, in couple households and
that, on average, people are only lone parents for five
and a half years at a time. That means that if you can
provide the support to parents in couple households
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then when and if, sadly, they find themselves in the
situation of family breakdown that they already
have the abilities to maintain themselves within the
labour market or to enter the labour market, if that
is appropriate. Our concern would be that the
resources are already very stretched for provision for
lone parents as it is, and we would ask questions
about where the additional resources are going to
come from to provide that sort of support to parents
in couple households. The principle is right but we
need to make sure that the resources are there and
that the specialist support given to lone parents is
not lost in that process.

Q86 John Penrose: Would either of the other two of
you add any other problems? We have said low skills
is one of the major issues that is currently going
unresolved relative to other things. Are there any
other things which are equally causing people to trip
up and not get into work successfully?
Ms Green: I think the engagement with employers is
underplayed in the strategy that comes out of the
DWP. That is to some extent understandable
because of the engagement that is needed from other
government departments to make the employers’
role work more eVectively in the totality of labour
market policy. It seems to me that we have got some
good examples of how, when programmes are
developed with employers that enable lone parents,
and indeed other benefits claimants, to move into
jobs that exist and for which they can be prepared
and skilled, those jobs tend to be better quality jobs.
They tend to be jobs which it is easier for people to
sustain, and from the employers’ point of view of
course it is a more eVective investment in terms of
getting the workforce that they actually need.
However, I do feel still that the labour market
strategy coming out of the DWP is very much about
preparing people for work and less about preparing
the workplace for people. So I think that a much
more engaged approach with employers, as we saw
I think with the Ambition programmes a few years
ago, is the weak link to some extent.

Q87 John Penrose: One of the examples we have
come across elsewhere in our inquiry has been the
question of employer discrimination against people
with disabilities. Are you saying that there is
discrimination still against lone parents just because
they are lone parents or is it more subtle than that?
Ms Green: I think there are a number of things
going on. I am not just talking about employers’
practices and behaviours in terms of potentially
discriminatory behaviour, although I think some
employers show a remarkable lack of flexibility in
terms of thinking about how the workplace can be
adapted to meet the needs of parents, lone parents,
disabled people, whatever it is, but it is not just an
issue of employer discrimination that I am talking
about here. I am talking more broadly about the
mismatch between preparing people for work
without recognising what sort of jobs exist in the
community for them to move into. We need a much
better matching up of that preparation and the
labour market opportunities that exist locally.

Mr Pond: If we look at the examples where
employers have understood the importance of
providing that sort of flexible support—and I have
mentioned Marks & Spencer but we have also done
some similar projects with other firms like Asda and
Barclaycard to provide support for lone parents
when they are going through diYcult periods—those
firms have found that that makes commercial sense
to them, and in the case of Asda it has resulted in a
very substantial reduction (in a particular pilot so we
do not know if this is replicable across the country)
in one pilot in their staV turnover, which means for
their bottom line that is very important indeed. We
need to make sure that employers understand the
importance of giving support to what is a very
valuable part of their workforce to keep them in
employment. We also need to ensure that the
structure of employment rights is there to encourage
employers across the board to provide that
flexibility. The right to request flexible working
should perhaps be extended. We need also to ensure
that the minimum wage is set at an adequate level.

Q88 Michael Foster: Chris, you referred to the DWP
figure which I think is really impressive that if the job
exit rate was the same for lone parents as for others,
we would need to do nothing else and we would have
our 70% anyway. Obviously there is a reason why it
is diVerent and I wonder if we could explore a bit
why you think that is the case. Is it, for example, the
work first idea, that any job is suYcient? Perhaps
you could comment on that.
Mr Pond: I must first correct myself. I should not say
we need to do nothing else because you could very
quickly find the job entry rate slipping if you did
nothing further on that, but certainly the challenge
would be much less if you could get the job exit rates
in line for lone parents as for other parents. Then
you would be most of the way towards the target
certainly. The reason that job exit rates are so much
higher is partly to do with the type of jobs that lone
parents are getting into, the fact that because they do
often have lower levels of qualifications they can
only access jobs in those sectors of the economy
which are not particularly rewarding and which do
not oVer very many prospects of advancement in
their careers, and therefore the long-term prospect
of employment itself. We also have a situation
where lone parents are trying to balance their
family responsibilities and their employment
responsibilities in such a way that it does mean that
when those crises arise that aVect all of us as parents,
when you are on your own bringing up children,
those crises can really make it very diYcult for you
to maintain a normal pattern of employment. We
need to look at more flexible patterns of employment
and not just assume that part-time work equals
flexible work because it very often does not. The very
startling fact that I mentioned earlier in this session,
that 31% of people leave their employment when
they become lone parents, is a very real indication of
the sort of pressures that people perceive themselves
to face: dealing with the debts that often result from
relationship breakdown; trying to deal with
childcare issues; and trying to provide support for
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their children at a diYcult time. If we could find a
way of providing extra support for parents during
those periods, then we could reduce that job exit rate
very considerably.

Q89 Michael Foster: Would you like to comment
particularly on that aspect about people not
returning? They have got their maternity leave, they
have got plenty of time to think about it, but they do
not go back; can you comment on that?
Ms Green: Many do go back of course, so that goes
back to the comments we have been making
throughout the morning about lone parents not
being a homogenous group, and responding
diVerently to their family circumstances, in the way
in which they are able to deal with those. I think the
issues that Chris raises are the right ones about why
people either may not go back to work or may not
stay in work, to which I would add the issue of pay.
If it is not economically worth their while, then all
the other hassles that go along with being a lone
parent and in paid employment—coping with a
family crisis, as Chris says, getting children to
diVerent childcare and school places, the costs of
going to work, the pure financial costs—are likely to
make the equation look unattractive to a lone
parent, and so I think pay is an absolutely crucial
part of the mix of supporting lone parents both to
come back into employment and then to stay there.

Q90 Michael Foster: Is the family network support
diVerent nowadays as well? Empirically it appears to
be that grandmothers now work. Is there a point at
which we just have to accept that?
Ms Giullari: Obviously there has been a substantial
change, and we have to be careful about the cases
where we have grandmothers doing a treble shift,
maybe working, caring for dependents and looking
after grandchildren at the same time. There is
definitely an issue here. We also know that lone
parents rely heavily on informal care so informal
care from a grandmother, sister or perhaps friends
still happens a lot, and we should not ignore that,
and we should not assume that that does not
happen. What we also know is that in order for that
to happen there is also an issue of paying for that
informal care. The norms about paying for care are
very strong in the UK, quite diVerent to other
countries, so the assumption that, “Yes, my mum or
my sister or whoever is very happy to look after my
children, I should just let her do it”, is actually
wrong. A lot of lone parents pay for informal
childcare. It is a lot cheaper than formal childcare
but it might happen sometimes in kind where people
are unable to reciprocate in cash. Certainly the fact
that lone parents cannot pay for informal childcare
is an issue that needs to be raised because in order to
sustain employment, as Kate and Chris have said,
the balancing of work with breakdown of
arrangements, of children getting ill, holiday cover,
all the places where formal care cannot go, it is often
done by relying on informal care. If the cost attached
to that becomes too much and if the ability to
reciprocate in kind is not there, then that care will
not be sustainable.

Q91 Michael Foster: We were in Glasgow last week
and we were talking to some young parents there and
they were saying—and I would welcome your
comment on this—that one of their concerns was the
fact that when things did go wrong and children were
sick and so on and they lost pay, there was no
substitute, and so the certainty and confidence in the
benefit system was something which (a) prevented
them often from taking the plunge but (b) when it
happened discouraged them from going back to
work because they had had a bad experience. Have
you any views as to how we might overcome that, if
you believe that is a genuine barrier?
Ms Giullari: I certainly think the working family Act
did not go very far in terms of providing parents in
work with pay for when they have to take time out.
Parental leave is still unpaid and parents have to lose
pay if the children are sick, unless they use their
holidays, and often parents in work use their holiday
time to look after sick children and when they are ill
themselves they cannot take that time oV. I think a
certain amount of paid time oV, perhaps eight days
a year, would be a measure that would help lone
parents in that case. In terms of benefits I think
perhaps Kate will know more.
Ms Green: I very much agree with what Susy is
saying about the strengthening of rights for parents
at work, and for those rights to take eVect
immediately so that parents are not put in a position
of having to have had a certain period of service with
an employer because, after all, their child cannot be
expected to wait six months before he or she goes
sick. I am not quite clear about whether we are
talking about a situation where a lone parent gives
up work and goes on to benefit. Are you saying could
benefits be payable for a period to allow a period out
of work and then back into work again?

Q92 Michael Foster: The shortfall is the problem.
They say on the one hand there is the confidence and
certainty about benefit and then they have short-
term losses which they cannot cope with, and is there
any way round that?
Ms Green: Short term losses from pay?

Q93 Michael Foster: Yes.
Ms Green: And they are looking for a financial
compensation to plug that gap, as it were?

Q94 Michael Foster: Absolutely. Within your
empirical evidence or even better evidence, is that
right? Is that something we were just told or is it
perhaps a small issue?
Ms Green: I do not think it is a small issue. I suspect
that if you talk to lone parents, many of them will say
that a smaller but reliable income is what they would
settle for. What is particularly diYcult for them to
contend with is unpredictabilities in income and
income that fluctuates, and that is why I think many
lone parents prefer to stay on the poor but safe level
of benefits because they know that whilst it may be
possible to move into work and have more of an
income as a result, it may be very diYcult for them
to sustain that.
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Q95 Michael Foster: The final question is really
about the social support of lone parents once they
are into work. Sometimes if they do not have that
family network and so on they have only got few
people within their small network. The sort of group
we saw last week suggested that when they had an
institution to go back to, a centre or place, that
worked very well. Is there anything other than places
like that that you could suggest might support lone
parents once they are out there in the workplace?
Mr Pond: Some of the evidence suggests that the
motivations for lone parents staying in work are
slightly diVerent from those which motivate them to
go into work, and that is often about the structure of
support that is there and available in the workplace.
They are concerned about their relationship with
colleagues or with their boss, and therefore the
approach of other colleagues and of the employer is
very important indeed. If I could extend an
invitation, if the Committee would like to visit one
of the Marks & Start projects, you would see the way
in which other people working in the firm as
established employees provide mentoring and
support for lone parents on the programme, which is
not only very important for the lone parents
themselves but is also very important for those who
act as mentors, all of whom have moved on to
become supervisors within the firm, so it is a matter
of career development for them as well as the
support available to those who spend their time on
the Marks & Start programme.

Q96 Miss Begg: We have already, thanks to Michael
(but we will not point the finger at him), talked about
the benefits system and the barriers that it creates,
but I want to explore it just a bit more. You have
already said this morning on a number of occasions
that the benefits system and the way it operates at the
moment is one of the major barriers to getting lone
parents into work. Can I get you to list simply in
what ways it is a barrier and, secondly, what you
think the Government should be doing to overcome
those barriers?
Ms Green: Perhaps if I could start with three general
points about it. First of all, as I am sure the
Committee is very well aware, there is the interaction
between earnings and benefits and the claw back of
benefits and tax credits as people move into work,
the taper for housing benefit, the way in which as you
increase your hours your tax credits will start to
reduce quite sharply. We have said many times
before those withdrawal rates do need to be looked
at again. That is the first area. Secondly, going back
to the point Michael was raising a few moments ago
about periods in and out of work, I think the linking
rules are complicated and it would be worth the
interest that the Department is taking in benefit
simplification, giving some thought to whether the
linking rules could be simplified to make the
interaction between time in and out of work work
better. Thirdly, as I have hinted at earlier this
morning, I think the fact that the benefit regime
determines the support that you get is a mismatch
that does not do as much as it could to ensure that
we maximise the chances of reaching an 80%

employment rate across all diVerent kinds of benefits
claimants. I think Lisa Harker’s report very
helpfully points to how you could be less fixated on
a rigid regime that attaches to a particular kind of
benefit and begin to think more about the nature of
the individual, and I think that would be a very
important shift for us to start to move towards.
Mr Pond: We need to move towards a situation
where the benefits system is a bridge into
employment and much less of a hurdle than it is at
the moment. The most important thing for lone
parents, as Kate has pointed out, is to have some
predictability about what their income is going to be
in employment compared to what they will get on
income support, which is very predictable indeed—
inadequate but predictable. One of the factors there
is to make sure that, for instance, lone parents
receive the maintenance that they are entitled to
when they are on benefits through the proposals of
the reform of the CSA, because of course if they then
know how much they are going to be getting in
maintenance once they move into work then that
adds to the amount they will receive in pay and in
support through tax credits, and that will therefore
give them an additional element of predictability
and an additional element of security to help them
move into work. So the evidence is that if we were to
have the full disregard on maintenance, as has been
proposed by Sir David Henshaw, that in itself could
lift 90,000 children in lone parent families out of
poverty as well as helping many of them with that
bridge into employment.

Q97 Miss Begg: The women that we were talking to
in Glasgow thought that if there was some kind of
rollover of the benefits that continued certainly
through the first month in work, then the gap that
they found very often between a weekly benefit and
monthly pay would be bridged and would again give
them that security. Is that something that you would
advocate?
Mr Pond: 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 diYcult 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.

Q98 Miss Begg: The other thing that cropped up in
Glasgow was that in some of the estates where you
have inter-generationally worklessness, the impact
of the benefits system is actually encouraging that to
happen. It was particularly looking at young people
and in some families young people are actively
discouraged from taking a job because if they start
to earn, it impacts on the family’s benefit and they
may start to lose their housing benefit and their
council tax rebate as a result of having an earner in
the household. Picking up on what Justine said, she
said that in London a lot of the lone parents who
cannot find housing where there is a housing
shortage are sleeping on couches, possibly of family,
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possibly of friends. In some cases, particularly for a
young lone parent, going back into the bosom of
their family might be the most sensible thing to do.
It gives them support rather than being in a lonely
tower block by being back into the family with the
support mechanisms there. If the family is workless
and is on benefit then it becomes a negative. If they
have got the support, they possibly could go out to
work because they have got the inbuilt childcare but
they are discouraged by the family and the
circumstances of the families around them as well to
remain on benefit. Is that something that you have
looked into? Is that something you have got a
solution to? Is it something that features quite highly
in the work that you do?
Ms Green: The first thing to say is that I am not
aware of just how widespread this issue of inter-
generational worklessness is. We talk about it quite
a lot, but I am not sure what the statistics would tell
us about to what extent that exists, whether it exists
in particular communities or in particular locations,
and I think we would certainly benefit from a better
understanding of where this situation is a problem
and the extent of that problem. Secondly, I think
that the issue that you are raising about the impact
on overall family incomes if an adult moves back
into the family home goes back to the point I was
making earlier about the huge complexity of the
system and the way in which diVerent benefits,
housing benefit, income support, may be impacted
by the arrival back in the family of that adult. At the
very least, I think there is a need to look again at
simplifying those non-dependant deductions rules
because they are extremely confusing and I think the
mere fact of confusion is undoubtedly going to be a
disincentive to people to move into paid work. Then
I think the third point is that for some lone parents
moving back into the family home and being with
their mother is actually a very attractive form of
support, but for others it clearly is not and I think we
do not want to be setting up a system which
disadvantages those lone parents who cannot or
should not, in terms of their and their children’s
welfare, be feeling pressured to make that move back
into the family home, so it is important that we have
proper financial support for those lone parents for
whom that is not an option as well.

Q99 Miss Begg: The women that we spoke to in
Glasgow, quite a number of them had never worked.
They had obviously left full-time education and had
become parents very early, so they had not worked,
so it was much more diYcult for them to get back
into work because they had no confidence that they
could either find a job or sustain a job. Again it is
back to the inter-generational point, that if we are
looking at young people who come out of families

who are not in work and who become lone parents
who have never worked, that must be an incredibly
diYcult group to actually find into work. Should we
in fact be working more closely at the other end of
the spectrum before they become lone parents of
making sure that the young girls who have
aspirations and expectations who leave school and
training have a job before they find themselves
pregnant and find themselves back on that cycle of
deprivation, if you like, where it is almost impossible
for them to get oV that treadmill?
Ms Green: Absolutely. I think the potential of the
schools, the education system and particularly what
happens in schools, to impact on long-term
employment rates and child poverty is absolutely
crucial. The raising of aspirations of people from
disadvantaged families and backgrounds is a vital
part of a long-term child poverty strategy. Still today
children from the poorest backgrounds have the
poorest educational outcomes from school and it
seems to us very clear that something is not working
in schools to raise the achievement of those poorest
pupils to the extent that it should. We believe that is
in part about the way in which schools allocate their
funding so that it is not necessarily well targeted to
raise the performance of their poorest pupils. We
believe that the opportunities for parents to have
more choice in terms of the school that they send
their children to may exacerbate the situation by
having more of the poorest children concentrated in
schools where it would be all the harder to raise
performance. We are also very concerned about the
ability of the poorest children to participate in, the
range of, out-of-school and extra-curricular
activities which can be very much a part of this
building a broader range of skills and engagement in
the community and self-confidence and all the more
so when we look at the agenda to develop extended
schools, which CPAG is very supportive of, but we
do believe that there is a danger that the activities
which extended schools will oVer, if a charge is made
for participation in those activities, could again
mean that those pupils who could benefit most from
them will be less likely to do so.
Mr Pond: I would add very briefly to that that whilst
that is all very important, and we absolutely agree
with all of that and of course dealing with the causes
of the problem, particularly teen pregnancy, is very
important, but let us make sure we keep the
perspective on this. Only 3% of lone parents, as the
Committee knows, are teenagers. The average age of
a lone parent is 35 and, therefore, the option to move
back into the family home for them is really not an
option at all.
Chairman: Thank you very much. That was very
interesting and very informative and we appreciate
your contribution. We will see you again, I hope.
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Q100 Chairman: Good morning and welcome.
Richard, there are some people who think you are a
member of this Committee, you spend that much
time in this room! Would you mind briefly
introducing yourselves.
Mr Grattan: I am Patrick Grattan and I run TAEN,
The Age and Employment Network, which has been
the centre of expertise on this subject and we have
been involved with all the major public policy issues
in this area. We are a membership organisation and
we are part-sponsored by Help the Aged, so I speak
for Help the Aged and TAEN.
Mr Harrop: I am Andrew Harrop, Head of Policy at
Age Concern, and I have been leading our work on
employment and skills for the over-50s.
Mr Exell: I am Richard Exell. I am a senior policy
oYcer at the TUC and I am the author of our report,
Ready, Willing and Able.

Q101 Justine Greening: Obviously the
Government’s aim is to increase the number of over-
50s in work by one million, but there is no particular
timescale for that. Do you think that is challenging
enough given what changes we are going to see
anyway in the working population?
Mr Exell: If you go by what the Pensions
Commission report said of course, then it is a very
challenging target. When they looked at what they
called the ‘high participation scenario’ for labour
market outcomes in the medium to long term, they
thought it was quite unlikely that there would be a
significant increase in employment rates because
there would always be large numbers of disabled
people who would not get jobs, large numbers of
carers and that there would be a continuing desire
for early retirement, so in one sense there is an
authoritative body saying that it is a very
challenging target, but we strongly disagree with
that view. There is considerable evidence nowadays
that there is a large group of people aged between 50
and state retirement age who are in voluntarily early
retired and there is some evidence of employer
discrimination, which we may want to come back to
later on, which makes it diYcult for people in that
age group who have lost their jobs to return to
employment. On the other hand, the opportunities
for the Government here are really quite good. If
you look at working age employment rates, between
summer 2001 and summer 2006 they only increased
by 0.3 percentage points, whereas employment rates
for people aged over state retirement age in the same
period decreased by 2.5 percentage points, so—

Q102 Justine Greening: Is it true though that with
the over-50s, even if the employment rate stays
exactly the same, we will still have that one million
extra older workers coming in?
Mr Harrop: Yes, it is. 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.

Q103 Justine Greening: So in many respects the one
million target is not a strategy, it is merely describing
what is likely to happen?
Mr Harrop: It is a welcome aspiration because it has
focused attention of the DWP on older workers
where they had taken their eye oV that particular
client group, but it has never been defined either in
timescales or in exactly what it means. 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.
Mr Grattan: If you can put it in a historical context,
we have had an increase of 1.4 million people over 50
in work since 1997 and two out of three of the
increase in the workforce have been people over 50,
which is pretty encouraging. That is split roughly
800,000, if you like, caused by age population shift
and 600,000 by an increase in the actual employment
rate, so 800,000 is standing still, if you like, and
600,000. We would support the one million on
certain conditions, firstly, that it is one million plus
half a million of people oV incapacity benefit. Now,
the DWP submission does say that those are not the
same people, but, as you know, half the people on IB
are over 50 and you have done a report on that, so it
is one million plus half a million and I would add
half a million people over the state pension age.
Andrew, in his submission, talks about three million,
and we need a timescale for this. One is talking about
the workforce increasing by three million of which
two million are over 50, sticking to roughly the two
out of three, and that is a picture we have seen. We
need the timescale because the DWP evidence kind
of floats it back towards 2050 when a lot of the world
will have changed, and also, as Andrew says, 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.

Q104 Justine Greening: Let us assume that we get
some clarification and we have a target that is
broadly assumed to be challenging and it will be a
stretch to reach it. What sorts of things do you think
will need to change, if you like, to help the over-50s
going forward get into work, perhaps more than we
have done in the past, and not just helping them get
into work, but helping them to keep jobs?
Mr Harrop: I think it is really important to make a
distinction between people in work at the moment
and helping them stay in work for as long as they
wish to and people who are out of work, which is
around one million people, who want to get back
into work, over 50, and who are not working at the
moment. That group faces quite significant barriers
in terms of things like health, poor skills and caring
responsibilities and that is where the Government
needs to be quite interventionist in the support on
oVer. When it comes to people in work, it is
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obviously going to be much more about setting the
scene and 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. There, it is going to
be leadership from the Government setting the tone
rather than the Government having as many direct
levers to influence the outcomes between an
individual and their employer.

Q105 Justine Greening: We will come on to talk
about discrimination later, but certainly I had a
constituent who came to me for help. He was being
made to go into retirement, he had a job doing
maintenance at a local sports club, and he was
perfectly capable and wanted to stay on. I talked to
the board of directors and found that one of them
was 67 and still on the board of directors, clearly
perfectly capable of doing the job, yet the person
who was in the Bank of England Sports Club doing
maintenance around the place, apparently when he
got over 65, was not. Do you think that is one of the
key issues we would need to address?
Mr Grattan: I think that to achieve this, there are
several things. We have to maintain the pressure for
change in employment and the work that is going on
with the Age Positive Programme, the work of
people like the Employers’ Forum on age and
showing, by good example, that it pays in business
terms, we have to maintain that. We have to make
the legislation work and not just be a one-week
wonder for October 2006, but something that is
eVective down the road. Most of all, and I am sure
we will come back to this, we have to address the
world of skills and retraining for everybody, that
which will help individuals get back into work.
Those are three major things we have to do.
Mr Harrop: On the specific point of forced
retirement, Age Concern and our new membership
organisation, Heyday, are judicially reviewing the
regulations because of the inclusion of a forced
retirement clause in the law which that they do not
eVectively apply over 65. One of the main reasons we
are doing that is because it 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.

Q106 Justine Greening: I am conscious of the time,
so I will move on to my final area which is the way
in which the calculation is made, this sort of
employment rate. The Department for Work and
Pensions is thinking of moving to use the OECD

measurement which would essentially divide the
total number of people working by the 16-to-64
population. Do you think that is a good idea?
Mr Harrop: Yes, that is what Age Concern has
recommended.
Mr Exell: The TUC does not have an oYcial
position on this, but it is a matter of horses for
courses. If what we are trying to measure is the total
level of slack in the labour market, then the OECD
measure is a better measure.
Mr Grattan: We have made a number of suggestions
in our submission for you on this. Of course it is
unusual to have a measure where you compare
apples with oranges, which is what this is. That is not
the normal way statisticians work, I do not think.

Q107 Justine Greening: Obviously it will exclude
people who are working over retirement age.
Mr Grattan: No, surely the measure is of anybody
working over 16 and up to death compared to the
population up to 65, so it is apples and oranges in
that sense. The advantages of it are, in my view,
simplicity and the fact that it does away with an age
like 65 and it just lumps everybody in, and I think
that there are advantages of it. Just to be clear, we
put forward one proposal related to young people
and questioned whether this measure should really
start at age 25 because actually the overwhelming
public policy objectives about people under 25 are to
get them all into education and the lower the
employment rate for at least the under-20s, the
better.

Q108 Justine Greening: Are you trying to suggest
that government policy is not joined up properly?
Mr Grattan: I will leave you to decide that. That of
course makes the target harder to achieve and, in the
interests of simplicity, I think it may be better to go
with the OECD style, but we need to be very clear
about what is happening in the 16-to-25 age group
where the employment is now down around 50% or
something. The second thing we suggested, which
was a diVerent approach, was that there should be a
specific focus on the over-65s, the pensioner
population, which is currently about one million in
employment and we see the potential for at least half
a million, as I just said. The third point is let us be
very clear in measuring this and what is happening in
IB because several of the things in the Government’s
approach really amount to just saying, “Let time
pass, people die oV and bring in the younger people
which will switch the other lot out at the other end”,
and, just the same as with the skills objectives, you
can do nothing for five years and you have half met
your objective.
Mr Exell: One point that is worth adding is that of
course we are going to see over the coming years
significant changes in retirement ages and, without a
change like this, it is going to be really quite diYcult
to compare one year with another.

Q109 Justine Greening: Do you think we might be
trying to force-fit a strategy into a calculation and
actually what we ought to do is not get so hung up
about this particular calculation, but actually get an
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overall strategy for getting the over-50s back into
work, maybe sub-divided into diVerent groups, and
perhaps even for the under-25s, as you said, and
actually tailor some measurements which fit the
strategy rather than trying to force-fit the strategy
into this possibly, as you say, quite blunt instrument
of a measurement?
Mr Exell: I have not considered that, but it is an
attractive idea, on the face of it.
Mr Harrop: I think the simplest way to look at it is
to go back to the numbers. What we all want is an
extra three million people in work and many of those
should be over 50, and we do not need to argue too
much about whether it is two thirds or a half, but the
overall outcome should be higher employment than
we have today and that will be a success.

Q110 Justine Greening: We just had people in
talking about lone parents and one of the issues that
came up was that often they have informal care. Are
you aware of any evidence that suggests to what
extent informal care might be compromised by
having a successful strategy for over-50s, that there
simply are not those people in the broader family to
take care of children because they are now working
too? Have you any assessment of that?
Mr Grattan: Again we are not talking about a large
homogenous group of people. There are people who
want to be very ambitious, people who want to
combine caring for elderly relatives and people who
want to combine grandparenting and work. Flexible
working and changing patterns of work is one
reason why the retail sector has managed well in this
area, that they can oVer in the 7–24 scheme of things.
You only need to go to a supermarket and observe
which age group is on the cash-out at diVerent times
during the week and on diVerent days of the week,
it is fascinating, you see those patterns revealed, so I
think that it is about combining those things.

Q111 Greg Mulholland: Andrew, you mentioned
barriers to employment and the question for all of
you we ought to ask is: how big a problem is age
discrimination and how widespread do you think it
is?
Mr Harrop: Age discrimination is interesting
compared to other types of discrimination because
up until now employers have been quite open about
admitting it. Even last year a survey had 1 in 10
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.
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 diYcult 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 diVerent focus
groups.
Mr Exell: Most of the evidence we have about age
discrimination against older workers is indirect, but
it is quite persuasive. It is very common for older
people to report age discrimination. Our
Chesterfield Unemployed Centre did a survey in a
very depressed part of north Derbyshire and found
in this survey of people outside the labour market
that age discrimination was by far the commonest
form of discrimination to be reported, and there
were other surveys which have come up with similar
results. We also have lots of evidence of stereotypical
attitudes amongst employers. The evidence about
the actual discrimination is harder to come by, but
those two pieces of evidence together are very
suggestive indeed.
Mr Grattan: There is of course a huge overlap
between age, gender, disability and geography and
that is one of the reasons why we are moving to a
single equality body. If you look at the data by
geography, so age is not a kind of thing you just put
in a silo by itself, in looking at employment policies,
the crucial issue here is how employment policies are
multi-targeted, including on age, and I am sure we
will come back to that.
Mr Harrop: Age 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.

Q112 Greg Mulholland: How confident are you that
the new age discrimination legislation will be
eVective and do you also think that more needs to be
done in terms of engaging employers? Is that really
what needs to be done?
Mr Harrop: I have already mentioned our concerns
about forced retirement ages and the message that
sends out. Apart from that, there are two key issues.
One is adequate test cases to get the interpretation of
the law sorted out clearly and robustly. There is an
awful lot that is not yet clear in the legislation
particularly about how easy it will be to justify direct
discrimination. In other areas of discrimination law,
you cannot justify direct discrimination, but with
age you can, so the early test cases on what that
means in practice will be crucial. Secondly, it is
about awareness both for employers and employees.
Obviously it is high in the public’s mind at the
moment because of the launch of the legislation, but
what will be happening a year or two years from
now? There is going to have to be sustained
awareness-raising, including from the new
Commission for Equality and Human Rights.
Mr Grattan: I think my short answer would be that
this autumn has been diVerent than if we had not
been having age legislation. It has clearly raised the
profile of the issue and I think it will be very like
gender and race, that in 25 years’ time we will be
saying that it is not the whole answer, but without a
doubt it is part of the answer. The work with
employers is just an ongoing thing. The continued
eVort for the Age Positive campaign has been a good
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feature of the DWP’s work in this area and there is
already quite a lot of change, but there is a heck of a
lot more.
Mr Exell: The international evidence from countries
that have already introduced age discrimination
legislation suggests that the eVect is positive, but that
it is not going to be enough by itself, which is why,
in addition to campaigning for age discrimination
legislation, in our recent report we have also put a
great deal of emphasis on developing the business
case for not discriminating and some of the facts to
use against stereotypes.

Q113 Miss Begg: You mentioned the need for
flexible working because of caring responsibilities
and you have just talked about age discrimination
being a barrier to getting older people into work.
What are the other significant barriers, as you see it,
and, as you are answering that, can you maybe pick
up Patrick’s point where he said that age is not in a
silo on its own and there may be an inter-
relationship between all the diVerent barriers? How
common is that and are multiple barriers the biggest
issue rather than the single barrier?
Mr Grattan: I think it is veow How Howry
important to recognise, and perhaps we did not
when we started out, that there are barriers created
by employer attitudes and barriers created by
ourselves and our own attitudes and clearly those are
most focused in those who have multiple barriers.
One of the things we would say is absolutely
essential, and this takes us over to DfES, Education
and Skills, is that we move forward on changing
attitudes towards advice and career change and
development and that we have better adult careers
services. If we are going to be having longer, more
varied working lives which means having people
returning at all sorts of stages to the workforce and
retraining, what you did when you were 20 is not
exactly very significant in training terms and at the
moment there are very, very few opportunities, so a
big barrier is the absence of opportunities to train
and the motivation and skills and working on
motivation and skills to help people make a fresh
start because I think it is very important to
emphasise the huge socioeconomic diversity. There
is a vast diVerence 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 have no
relevant experience of tackling this and who will just
accept that their time has passed. It is a very
common attitude, especially in areas of low
employment. In inner London and inner
Manchester only just over half of the over-50s are in
work. If that is the case, then your conclusion is that
you are not likely to get a job, so why try.

Q114 Miss Begg: Can I follow up on that? SWOOP
argue that a lack of skills is often seen as a barrier to
employment, which you have just argued, but they
say that in their experience “absence of formal
qualifications in no way reflects an absence of skills”,

and they describe the portrayal of older people as
poorly skilled as being inaccurate and unhelpful.
That seems to contradict what you have just said.
Mr Grattan: Our view is that the skills strategy is not
fit for purpose for this age group; it is all about
formal full level 2s. We have a big argument going
on with the DfES—and Andrew is involved and
others—that in the Leitch Review this has to change
because 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? So it is not fit for
purpose, and the stats show it.
Mr Harrop: In the research we have just done people
talked about a range of training needs and, as
Patrick said, it is a one-size-fits-all policy. At one end
people with a lot of skills, possibly with
qualifications possibly not, often leave a career and
do not have the skills, or the piece of paper to show
that they have got those skills, to get a new job or a
new career. They do not necessarily need a full level 2
or a full level 3; what they need is bite-sized, tailored
training to meet the particular skills gaps they have
got. At the other end, some people changing career
say they are very frustrated that they are getting an
oVer of quite low-level training but, actually, what
they want to do is take part in a substantial
challenging qualification, which means they have
got something to show. They do not feel that is on
oVer either.
Mr Exell: There are economic studies that suggest
that one of the eVects of a combination of being
older and having low levels of qualifications is that
the low level of qualifications exacerbates the age
penalty, so that men with qualifications start facing
real diYculty in getting jobs in their late-50s; men
without qualifications started facing the same
problems in their early-50s. You were asking about
multiple barriers. We also know about the
relationship between age and disability. We know
that at all ages disabled people are less likely to be in
employment than non-disabled people and we know
that older people, whether they are disabled or not,
are less likely to be in employment than people in
prime age—as it is insultingly called. What is
particularly noticeable is when you look at the older
age groups and make the comparison between
disabled and non-disabled people because then the
employment rates for disabled people in that age
group are half what they are for the non-disabled
people, whereas the diVerence is about a third or a
quarter in younger age groups. So there is a very
strong combined eVect of disability and age.
Mr Harrop: Can I add to that that disability, age and
poor qualifications is the most significant driver of
that relationship Richard has just talked about. 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. Age is not much of a
barrier; for this group.
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Q115 Miss Begg: Can I explore with Andrew and
Richard the point that Patrick picked up about the
individual’s attitude to work? What I have noticed
since I turned 50 is that most of my friends are now
counting the days until they can get retirement. They
may be a diVerent group inasmuch as they are in
well-paid employment and they will have a good
pension. Is there a diVerent attitude from people
who have been forced out of the workplace—so-
called taking early retirement when, in fact, it is
really a disguise for redundancy? Are you sure that
the older workers really do want to work?
Mr Exell: Beattie and Fothergill found that there
was a really important breakdown into at least two
distinct groups here, certainly amongst men (we
have got better evidence for men than we have for
women). There seems to be a small group, about
12%, who are what you could call “early retired”;
generally speaking worked in well-paid jobs during
their careers, have good occupational pensions,
maybe looking for a little bit of work to supplement
their retirement income but, on the whole, they are
voluntary early retired. For 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.
Mr Harrop: In addition to that, the Turner
Commission pointed out there is a group of people
slightly above that for whom it would be in their own
best interests to be working for longer even if they
are just about getting by—in their best interests now
but also because they have not necessarily planned
their retirement income adequately. Working for a
few more years would increase their income for the
rest of their life.
Mr Grattan: I trust you are not counting the day
until you are deselected, Anne!

Q116 Miss Begg: Certainly not. I am odd amongst
my age group!
Mr Grattan: Let us make a distinction between the
desire to retire and the desire for change. Anybody
who has done anything for 30 years—goodness
knows, surely they desire to retire. It is right that
people are counting the days and the right to retire
is hugely important, but if you look at the stats there
is a huge socio-economic angle, as has been said, and
it is about giving more people the choice to retire
from a first career and find an alternative and do
something else. If you look at the stats there is
something totally bizarre about them; people with
degrees, on average, retire earlier but the population
that is working—one million—past State Pension
Age has a high representation of people with
degrees. So the stats do not add up. What do we
mean by “when do we retire”? So it is a desire for
change, and we are talking about a world where we
move towards the American picture of people doing
bridging jobs and change, but of course that is a
privilege of only part of society at the moment.

Q117 Miss Begg: Are there barriers to making that
change? Certainly one of the issues raised when we
were looking at pensions and the development of
pensions was that what people want is not to retire
but a new job. However, the fact that you have
pensions based on final salary schemes means there
is almost a pressure to retire because that is the only
way you can maximise your income through your
pension; in the way that pensions are configured at
the moment, there is no encouragement to change
career and retain all the pension benefits.
Mr Grattan: In the public sector.

Q118 John Penrose: I would like to thank Anne for
the insight into one or two of her colleagues’
attitudes when they are over 50. I just wanted to pick
up on the point about skills, and not just the point
you made about appropriateness of skills training
for people over 50 but also ask you about the
quantity of skills training for people over 50. I am a
governor of my local FE college and, basically, if it
is not level 2 or lower and you are not under 19 or, at
a pinch, under 25 the money available for retraining
anybody is being slashed. What are your views on
the availability of training, whether or not it is
actually appropriate?
Mr Exell: Older workers are getting hit from two
directions because there is the change in the
priorities for publicly provided education, although
of course there are older people who will gain from
the guarantee of up to NVQ level 2 training. Also,
there is the reluctance of many employers to provide
training for older workers, and sometimes that is an
economically rational decision because the worker is
not going to be with them for long enough to
guarantee a suYcient return on the investment in
their training. We would say there is a strong case for
a public subsidy for employers providing training to
older employees to get over that problem.

Q119 John Penrose: I am sorry, are you saying that
older employees are more likely to leave work
sooner? There is a faster rate of turnover?
Mr Exell: If you have got a set retirement age then
there is a limited number of years till they are going
to be moving on, is there not?

Q120 John Penrose: If someone is 51 statistically
they are more likely to move on for other reasons
than because they reach retirement age.
Mr Harrop: What Richard is describing is the
perception of employers; I do not think it is borne
out by the reality. Turnover rates are highest among
people in their 20s even though they receive the most
training. As I say, having fixed retirement ages does
create this countdown culture. On the issue of what
further education is available, Patrick has already
commented on the diYculties of full level 2. 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. The
idea of giving an entitlement to the people with fewer
skills is right. The other big problem is the failure of



3500382002 Page Type [E] 14-02-07 01:57:10 Pag Table: COENEW PPSysB Unit: PAG1

Ev 34 Work and Pensions Committee: Evidence

8 November 2006 Mr Patrick Grattan, Mr Andrew Harrop and Mr Richard Exell

the skills sector to age-proof what it does. Even
though most of the schemes on oVer 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. I think the way to do that is by having robust
monitoring and targets of the age profile of training
participants.
Mr Grattan: I would urge you to push your
colleagues in the Education and Skills Committee
and the DfES that we must put in place clear
evidence of how, as it were, demographically
friendly these various programmes are. Train to Gain
is coming (I know we are straying oV your area) but
the Government, on the whole, does not report
anything over 19!. We have to sweat around trying
to get these figures into the public domain. Nobody
knows that of the basic skills target of one million
(which is an adult target) half of those people are
under 19. So if you can push on that one, of being
clear in this. The only area of adult learning which is,
as it were, demographically progressive is the union
learning programme, partly because it is indeed
promoted by people who have come to learning in
adult life. So I think it would be very positive if you
could push that as an essential element,
distinguishing between statistics about how much
money is spent, how many people participate and
how many qualifications are gained—because they
tell you completely diVerent stories.

Q121 Mrs Humble: I would like to explore further
the issues to do with job sustainability and retention.
Can I start oV by picking up on the answers to Anne
Begg’s questions, because in your replies you show
just how disparate this over-50 group is and how
diYcult it is then to have a single strategy for dealing
with them. Anne queried those people who are
lacking skills to get back into the labour market, but,
Richard, in your reply you highlighted that there are
actually people at the other end as well; there are
individuals who were in high earning, senior
positions who then find it diYcult to obtain
employment, and diYcult for a variety of reasons
because traditionally for these men—and they are
usually men—their status is their job, and when they
apply to another company the company sees
somebody applying with a status that was, perhaps,
more than theirs and they do not want to take
that person on. So, in turn, you get people who
are, if they do manage to find employment,
underemployed.
Mr Exell: Anecdotes suggest that very often
interviews are carried out by the people who are
going to be supervising the person they are recruiting
and lots of people do not like the idea of supervising
someone older than themselves; it goes against
ingrained attitudes about who is in charge in a
relationship. There is a lot of educational work, so
we have got to expect some attitudes to change,
really, quite slowly. This is the sort of thing that
years-and-years of seeing successful older people
continuing their careers is going to be needed to
change some of those attitudes.

Q122 Mrs Humble: I will ask for a comment in a
moment, Andrew, but part of it links back to
Patrick’s comments, which were reflected in the
report that Alan Pickering produced four or five
years ago, where he was saying we would have to
change our attitude towards work and that careers
may well peak at 40-early-50s and then, instead of
people staying in a job that either they do not really
want to do any more, or because of the nature of the
job, they would be better oV moving out, partly
because of the point that Anne made with regard to
pensions and a lot of these people being in final
salary schemes, but also because of the status issues.
There are diYculties for people to downsize, in a
way; to go to a job that is less stressful and has less
responsibility. How can we manage that process?
Training is clearly a part of it, the retraining that has
already been mentioned, but how can we have that
much more flexible job market with people choosing
a diVerent career towards the end of their working
life, or two or three diVerent careers?
Mr Harrop: The first problem is that, by and large,
large organisations do not do flexible retirement
well, giving the people the opportunity within the
organisation to step down or step sideways to a
diVerent role that will be better suited to them, and
that is because of the attitudes of both the employer
and individuals. The Government has been talking
about flexible retirement for a long time but there
has not been much improvement. When people
retire flexibly that usually means leaving their
organisation. When it comes to moving on to a new
job I think the DWP has tended to assume that the
problem is driven by older people pricing themselves
out of the job market that they are looking in by
expecting wages that are higher than it is realistic for
them to be looking for. The qualitative research I
have been talking about that we have just done
shows that actually people are prepared to ‘trade
down’ certainly in the groups we were talking to, as
long as there is a good, flexibility opportunity. The
pay is less important than having a job that is
satisfying and that fits with the rest of their life. What
the people in those groups talked about, though, was
a new form of discrimination called “over-qualified-
ism” As Richard says, in the recruitment process,
those people were banging their heads against the
wall because people were making assumptions based
on their previous jobs as to what they wanted to do
in the job they were applying for.
Mr Grattan: I pin my hope on two things: one is
small business, which of course does not have
human resource managers, grades, sizes of desks and
carpets, and the other thing is women, who seem to
be more sensible about this. That is not for
quotation! As the higher employment rate of women
comes through to this age group, hopefully we will
see a change. It seems to be a particular masculine
phenomenon. You may take me for a gross
generalisation.
Justine Greening: That is sexist!

Q123 Mrs Humble: I am more than happy to accept
the compliment on behalf of women in general, and
certainly me in particular! Is this very complex
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scenario a reason behind the failure of the job
retention and rehabilitation pilot, because it did not
seem to do very much. Why not?
Mr Exell: Part of it may have been the fact that it
was a voluntary programme, so the fact that it was
voluntary meant that it was largely people who were
so committed to employment that there is a strong
chance they were going to be going into employment
in any case. So the people who ended up going on to
the programme who would not have been going into
the job stream otherwise would be those with extra
problems, which is why you have got this peculiar
phenomenon of the fact that people who went on the
programme seem to have done a little bit worse,
though not in a statistically significant way, than
people who did not go on it. Part of the future work
on this will need to be looking at the way in which
non-voluntary programmes are used. Also, what we
cannot do is just give up and say: “That did not
work, we cannot go ahead”; we have got to look into
trying diVerent ways of helping people to move on
and stay in employment. It is a target we cannot give
up on.

Q124 Mrs Humble: We are running out of time. Can
I ask two questions wrapped up into one for
everybody to answer? One: are there the sustainable
jobs out there for the over-50s, and, two, should
Jobcentre Plus be providing in-work support to
make those jobs sustainable for older workers?
Mr Exell: Yes, we very strongly believe that
Jobcentre Plus should be in there oVering in-work
help. We think that for all groups the problems that
lead to people leaving work tend to be the same as
the problems that stop them getting into work. As
those problems have not gone away (things like
qualification levels, health problems, and so on) they
are going to need continuing help with dealing with
that once they have got their jobs.
Mr Harrop: I think where over-50s are diVerent is
that it is not just about people who have recently left
benefits, when we are talking about job
sustainability. People, particularly with emerging
health problems, may have been in a job for many
years and then face diYculties. So it is not just about
Jobcentre Plus’s role, it is mainstream initiatives
about occupational health, and about skills. So
Train to Gain and Workplace Health Connect are
going to be very important as well.
Mr Grattan: There are sustainable jobs, and indeed
older people will be needed to meet those skills. If I
can just answer the question in a slightly broader
way, I think the question for the Committee, as it
were, on the age dimension of your inquiry is really:
what do we say about this as compared to issues like
lone parents? It is quite diVerent from lone parents.
There are virtually no employment programmes
specifically for this group; unlike in IB and ethnic
minorities, and so on. It goes right across. It is
interesting, I would just point out, that the DWP
evidence to you has a whole section 2 on extending
employment opportunities to everyone; it does not
mention older workers in that section at all. Because
we are doing quite well, thank you very much, in the
employment stats do you need to worry about this?

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? I think that
would be the strongest recommendation I would
urge on you, because we have a real problem getting
the Government machine to look at things like that.
Is the City Strategy, when it comes in, working for
all age groups? I would hope, if I can put in a plea,
that you really push; the 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.

Q125 John Penrose: Can I pick up on that last
comment by Patrick Grattan? I was going to ask you
questions about current programmes, and you say
they are comparatively slim and few and far
between. Actually, what you have just been saying is
rather more interesting about what ought to be in
place. Are you saying that the existing programmes
across all age groups are in theory adequate and that
we just need to make sure that they are being
properly applied across all age groups, or are you
saying that there are some things which are peculiar
to the over-50 age group which might necessitate
particular kinds of support and help in order to get
people closer to the job market? I will ask Patrick
to start.
Mr Grattan: I would very briefly say we would not
argue that you have got to have special programmes
for special age groups, but when you look at the data
you will find that we are not making enough eVort
to oVset disadvantage in certain age groups. So the
implication of looking at the analysis of: “Is this or
that programme working for all age groups” is that
we will probably have to do more.
Mr Harrop: The big problem is that the DWP has
been unable to personalise programmes to
individual circumstances and needs, be that about
age, health or anything else, mainly because of
resource diYculties, which means that they have to
treat client groups as a “lump” and assume that they
have similar characteristics. While that remains the
case I think there is some need for treating over-50s
diVerently because they risk becoming detached
from the world of work faster and accepting early
retirement, which is why we have always supported
New Deal 50 Plus being available at six months, or
ideally earlier, while other programmes for people
over 25 have come in later. If we can move to a world
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, that would
be ideal.

Q126 John Penrose: Can I pick up on that point?
You are saying New Deal 50 Plus is working well,
could be improved—what sort of improvements
would you expect to see?
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Mr Harrop: New Deal 50 Plus was initially eVective
and has, basically, stopped working because, firstly,
the employment credit that came with it was
wrapped into Working Tax Credit. No one is aware
of that credit and the take-up of Working Tax Credit
for non-parents is extremely low. Secondly, because
the Jobcentre Plus teams have taken their eye oV the
ball in terms of prioritising this group and
encouraging them to enrol. The success of New Deal
50 Plus is still reasonably okay for people who enrol
but the take-up of the programme has really fallen in
recent years, which is why we hope the DWP will
find the resources to pilot compulsory participation
in the programme which they suggested in the Green
Paper earlier in the year, but there has been no news
on that since. I think that is because of money
problems.

Q127 John Penrose: So you would suggest
compulsory participation, and what other changes
to it in order to make it New Deal 50 Plus—Plus?
Mr Exell: We would fairly much go along with the
Age Concern view about the importance of early
intervention. We say that there are three principles
which are important for employment programmes
for all groups: one is early assessment of people’s
needs; another is continuing help after they get jobs
and a third one is emphasising getting them into jobs
that meet their own ambitions rather than any old
job. What we do say is that when you come to older
workers there is a fourth principle needed as well
that does not apply so urgently to the other groups,
which is early intervention. All the evidence we have
got is that economic status reinforces itself for this
age group. Older workers get stuck in a rut of non-
employment far more quickly than younger groups.
Therefore, the importance of early intervention is
really quite significant.
Mr Grattan: I would add one other thing: a more
flexible attitude to voluntary activity, because any
form of activity is better than no activity.

Q128 John Penrose: Just a point about older
workers getting stuck into the rut of non-activity, as
you just put it, Richard, is it easier or is it harder to
get them out of that rut compared to other age
groups, or is it roughly the same?
Mr Exell: It does seem to be quite diYcult. That does
seem to be one of the lessons of the job retention and
rehabilitation programme. This is a diYcult group
to help, which is one reason why I was saying that
the Government has adopted quite a challenging
target.
Mr Harrop: There is a balance there. It is very
important not to give up. One of our real concerns
at Pathways to Work has been the prioritisation of
the new claimants when over three-quarters of over-
50s on Incapacity Benefit have been claiming for
more than three years. Although it is a challenging
age group, not enough has been done to try,
particularly working through outreach or voluntary
or private providers who do not have the stigma
problems of Jobcentre Plus, and we are worried that
by de-prioritising than compared to new claimants
this is not going to be given a chance.

Q129 John Penrose: Which brings us rather neatly
back to Patrick Grattan’s opening remark about
waiting for people to retire or die.
Mr Grattan: Just one other point; you may
remember the thing called BOND (Building On New
Deal), but we are not really sure where it is. 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.
Mr Exell: Unfortunately BOND has died but it has
not been buried because no one wants to admit it
is dead.
John Penrose: Thank you.
Chairman: Gentlemen, thank you very much for
some insightful comments. I am glad to see that
somebody is representing my age group. I shall be in
touch! It has been an extremely useful session and we
are very grateful. Thank you very much.
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Q130 Chairman: Good afternoon, everybody.
Welcome to this our third evidence session.
Unfortunately, Iqbal Wahhab cannot be with us
today, for reasons we do not need to go into, so if
anybody was expecting to hear him you will not; but,
Shrupti, welcome, we are very glad to have you with
us and we recognise the work that you are doing and
we find it valuable. If I can kick oV, what do you
think that we have learned so far about how to
increase employment rates of disadvantaged
groups?
Ms Stratton: I think there are about five key lessons
that I would start with. The first—and you would
expect us to say this, coming from the perspective of
the Panel—is that, in our view, employer
engagement is really essential, because without
employers you have no jobs, and without jobs
obviously you are not going to make the 80%. We
have advocated for some time the importance of
what we would call a dual customer system, a
delivery system which looks at both ends of the
equation and tries to customise its services to both
individuals and employers. The second lesson the
Panel has advocated is that labour markets are local
and, within the context of a national framework and
a national strategy, we believe it is important that
local communities have the flexibility to tackle and
solve local problems. Being able to decentralise,
give more flexibility to communities to deal
with disadvantaged groups and depressed
neighbourhoods, would be, I think, our second
point. The third is something which has become
increasingly clear through our work on the
Ambition programme, with Fair Cities, which
Shrupti runs, and a lot of the work that our
Employer Coalitions do, in about 10 cities; and that
is that the power of a known job is an incredible
magnet for pulling people into work. We have a
number of programmes traditionally which focus on
the supply side and prepare people for jobs with the
hope that they will find something out there, and our
view has been actually if you start with the employer,
and particularly a known job with a known salary,
and work backwards to meet the client need your
success is probably greater. The fourth thing I would
say is that skills matter. The Panel has been
interested, almost from the outset of New Deal, in
saying it is really, really important not just to put
people in jobs but to help move them out of poverty,
and that means focusing on jobs which pay decent
wages, which oVer career progression and

particularly it means putting considerable weight on
retention as a value in the system. 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. One thing I
would say is we believe very strongly in the concept
of performance, and I will come at that from several
angles. First of all, by that I mean actually focusing
on outcomes and not prescribed processes, which
relates back to the flexibility, but also on having very
high ambitions for people, high aspirations for
people, having robust standards, performance
standards, for your contractors, and again putting
emphasis on retention as a value and paying for
achievement of that.

Q131 Chairman: Can I pick up on just a couple of
things you said there. Unemployment is broadly
constant at the moment, 900,000, 950,000, yet there
are two and a half million people who lose a job and
get another one every year, so for an awful lot of
people it just works, does it not? Picking up on what
you said about language and other skills, should we
be having skills programmes which aim to recruit
people for a local labour market or is there space for
national or generic skills programmes, and what do
you expect Leitch to say, on that?
Ms Stratton: On the first question, I think you are
absolutely right, that many of our programmes and
measures work in simply just the job search; the
basic, work-focused interviews and job search are
entirely appropriate and very eVective for large
numbers of people. I think what I was drawing from
your initial question was what were the lessons
actually for dealing with people who are facing
substantial barriers to employment, and I think that
is where looking at much more specialisation, really
focusing on the right job for somebody, becomes
particularly relevant. National versus local, I think,
probably, if you look at most occupations, sectors in
occupations, you can design programmes with a
common curriculum for 70 or 80%, but the tailoring
of the last 20% and making sure that employers are
committed to hiring the people who are coming
through the pipeline is absolutely essential. I think
one of the things we have learned is, particularly
with Fair Cities and the Ambition programme, up-
front engagement of employers, so that they are in
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that programme, so that they are involved in the
design, and basically they are committing, in
principle, certainly guaranteeing interview, but
certainly in principle to hiring people matters a lot.

Q132 Chairman: From your point of view, should
employers have a social responsibility to take people
from disadvantaged groups, or should they be
outside of that? I am thinking particularly that there
are a number of employers, but not too many, who
are happy to work with ex-oVenders, for instance,
but most employers are not.
Ms Stratton: Corporate social responsibility is a
very important dimension and it is right and it is
good. My diYculty is that I think if you are trying to
tackle unemployment and raise employment levels
you cannot do it through corporate social
responsibility. That is why we have tried really to
think about almost turning the process on its head
and say the better that you meet employer needs the
better that you will meet disadvantaged people’s
needs and make sure that they succeed in the labour
markets. At the margins I think corporate social
responsibility works, but I think, in terms of getting
to scale and actually engaging people, you need to
understand your business requirements and you
need to be sure that the provision which
Government is paying for actually delivers people
who are pretty close to being job-ready.
Chairman: Thank you for that.

Q133 Mrs Humble: Can I pick up on what you have
just said about engaging people, and in your
submission to us you did say: “We will need to reach
people who are currently out of the labour
market . . .” In other words, there is that group of
people who are neither working nor claiming
benefit, and we know that we have a lot of
Bangladeshi and Pakistani women who are part of
that group, also students and Afro-Caribbean men.
What can we do better to engage with them, what
sorts of mechanisms, what sort of provision should
we have for identifying those people and working
with them?
Ms Stratton: I think the first thing is to recognise
exactly what you said, which is that they are a highly
diverse group and if we try to tackle this from the
standpoint of what benefits there are, or the fact that
simply they are not on benefit, we are not going to be
very successful. Even if you are looking at Pakistani
and Bangladeshi women, the diVerence in age and
generation and how long they have been here
matters a lot, in terms of crafting your measures.
There are some common themes, however. Certainly
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. That I think would be the
first thing I would say. I think the second thing is it
is very important to understand where people are
starting from, and you can call that assessment or
diagnosis or whatever, but 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. I think the
other thing is ensuring that there is eVective case
management support, whether that is provided by
Jobcentre Plus or by a community agency,
somebody who is working alongside that individual,
from early on right through to the point where they
are in the job and probably through the three-month
period in which it is most precarious for them in that
transition.

Q134 Mrs Humble: There, are you making
assumptions that these people want to go into
employment? You are talking about customised
jobs, but what about a culture which does not
approve of women going into work? We have to
remember, in this country, it was only 50 or 60 years
ago that a lot of jobs were closed to married women,
and our equal opportunities legislation is only 30-
odd years old, so there have been huge cultural shifts
in this country. If women come into this country, or
indeed are born in this country but have a culture
that we had 50 years ago, what do we do to get them
to recognise that, in fact, there is another world out
there and that they can take part in it: overcoming
barrier number one before we get to barrier number
two, about culturally-appropriate work?
Ms Stratton: What I do not mean to suggest is that
we are trying to force people into work. I will turn to
Shrupti in a minute, because I think Fair Cities, at
least in one location, focuses particularly on people
who are not on benefit, but it appears, at least, from
early evaluations, early research, that some—I
cannot quantify it faithfully—younger women,
under 35, from Pakistani and Bangladeshi
communities, are interested in working, if they can
find the right support. That does not mean all of
them and it certainly probably does not mean some
of the older women.

Q135 Mrs Humble: I would rather not talk about
Fair Cities at the moment because a colleague is
going to ask more detailed questions about that. I
am starting with the basics here and colleagues are
going to build on it, to look at all sorts of initiatives,
so again just staying at that basic level. We did have
from the DWP the Ethnic Minority Outreach
programme and that seems to have worked better
with people who were closest to the labour market.
I just want to explore with you what we can do for
those people who are further away and, in turn, try
to measure the distance travelled?
Ms Stratton: There are several questions wrapped
up in that one. I do not mean to suggest that we
know the answers on this. I think we are learning a
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lot as we go. One of the things I think may be
emerging as one answer to this is being much more
flexible in our approach about where we deliver
services. For example, 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. Also, if you are taking PSOL,
it is related to the family, to life, the ordinary things
going on in your life, it is of interest, and it does seem
to be attracting a lot of women. That is the first step,
getting English skills, because obviously it is a step
forward. I am reluctant, I think, to say that
Government should step in, in any way, to pressure
people whose culture makes it very diYcult. I think
our job should be to make sure that all the
opportunities are in place for those who make a
choice to work.

Q136 Mrs Humble: How then do you think the fact
that the Ethnic Minorities Outreach programme is
going to be absorbed into the Deprived Areas Fund
is going to aVect the situation that you have
outlined? Do you think there should be specific
programmes for people from minority ethnic
backgrounds, or could they be catered for
adequately within the wider heading of
“deprivation” and the Deprived Areas Fund?
Ms Stratton: I think that the issues of poverty and
ethnicity are really closely intertwined, but I think
when you put in an overlay of cultural issues there
are distinctive diVerences and if we are really going
to customise our services to meet the needs of
individual people with diVerent barriers to
employment we have to do whatever we are doing
now. The answer to the DAF question is I do not
know yet. For the DAF funds that are going into the
City Strategy, I think, 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. I
think, for the balance, the Jobcentre Plus districts, I
would assume there is a process which reviews
against the profile of the local population, and I
think it is very important that any Jobcentre Plus
district, as in any City Strategy, reflects the needs of
that local district. To answer the question about
whether you will see less of the Minority Outreach
right now, because of the DAF programme, I do
not know.

Q137 Mrs Humble: Clearly, you want to build up a
support system where there are individuals who are
proactive and drilling down into local communities
in order to get to the hardest to reach people. We
have had a Special Employment Adviser pilot; do
you think that should be extended? There are so
many pilots, and sometimes I wonder whether they
are actually allowed enough time to prove
themselves, and then also sometimes they disappear
without trace. That again is a question to which you

can give a great long answer, but should we be doing
more with them, go out there, be proactive, to do
what you want them to do?
Ms Stratton: I think we launch pilots a lot. We invest
an enormous amount in developing strategies and
policies. I am not sure that we spend an equal
amount of time looking at execution and what it
takes actually to deliver on the ground. For a
ground-breaking operation of any kind to get up
and running for two years is extremely diYcult;
extremely diYcult. Whether the Special
Employment Adviser was a well-designed
programme I think is up for questioning. I think the
Ethnic Minority Outreach programme is an
important one, and I think whether it is designed as
a specific programme or just as part of the
mainstream of how we do business and reach our
clients is what we have to be looking at. Personally,
if I see any business plan coming across, a City
Strategy, which does not have an outreach
component I will question that very seriously.

Q138 Miss Begg: In reply to Joan’s questions, you
talked about what is successful in getting minority
ethnic people into jobs is to customise outreach and
customise the provision. Are you in a position to say
whether the DWP is actually any good at doing that?
Ms Stratton: I do not think it has to be done through
DWP necessarily. Increasingly, ministers are
interested in looking at what services can be
decentralised. I am very clear that increasingly our
ministers want to customise, for both employers and
individuals, the services which come through DWP.
I think that one of the most promising aspects, in my
view, of the City Strategy is that it tends to do just
that, and for the first time really we are seeing quite
a rigorous examination of what best can be delivered
by local public partners and community
organisations, as opposed to Jobcentre Plus or a
central government department. We are not there,
but I think we are on the right track.

Q139 Miss Begg: The moves to move all of that
employment provision out of the DWP into whether
it is the private sector or private companies you
think is the right move, in trying to reach these
harder to reach people?
Ms Stratton: Let me qualify this a bit. I think it is
very important that you have a national framework
which sets out exactly what the objectives are that
the Government is trying to achieve, which sets out
the eligibility criteria, so that the system does not
cream, and it sets out the kinds of objectives, and this
is where I come back to retention and progression,
the value system, which this is about. Within that
framework, I think that the more authority and
flexibility which can be devolved to localities, I think
the Panel would say, the better, to allow local
communities to understand what those problems are
and to engage both individuals and community-
based organisations most eVectively. That, it seems
to me, is what should be taking place.
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Q140 Miss Begg: Have you got any examples of that
kind of community involvement which has increased
the employability of people from the ethnic
minorities?
Ms Stratton: I am not supposed to talk about Fair
Cities yet.

Q141 Miss Begg: I was going to come on to Fair
Cities. You mentioned that the involvement of
employers in the design and the execution, as you
said, matters a lot and Fair Cities obviously has done
that. Really it is that kind of detail I would like.
What was it that was so special about Fair Cities,
what was it that, in your judgment, made the
diVerence from all the other programmes that we
have seen?
Ms Stratton: Conceptually, Fair Cities is really easy
to understand; in terms of implementation, it is a
nightmare. Let me start with the concept. The
concept is a deal, a deal between employers in a
locality, on the one hand, and the supply system, on
the other. The supply system, I am grossing up LSC,
Jobcentre Plus, FE colleges and community
organisations, essentially 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, so to help re-engineer it, and” perhaps
most important “we will examine our own
recruitment and HR policies to ensure that they are
fair and not discriminatory.” That is the concept,
and there are employer boards in the three cities,
which are composed of top chief executives, which
have influence within the peers in their sector, and
actually can have enough influence about the
performance in the supply system to use it as a lever
up. The way that this works is not to create another
parallel system but rather to build on what is there,
to take the best, identify the best community
organisations, the best private or public providers
and, eVectively, create pipelines which stop with an
employer and say, “Okay, if we want a job of
engineer in BT Openreach, here are the
competencies; now let’s work backwards to find out
which provider and community organisation can
best deliver that.” What we are trying to do is create
almost supply chains, if you will, where all the
outreach is done by community organisations. Some
of those community organisations do the whole
thing; in some cases you have the specialised
vocational training, work experience component
which goes into the employers are all very diVerent.
I think what Fair Cities does is it deploys or draws
on employer experience in helping community
organisations meet both sides of it.

Q142 Miss Begg: The thrust of the original New
Deal was just to get people job-ready. The argument
was that the jobs were there; if only people were job-
ready then they could get the jobs. What you are
describing is the reverse of that, that the employer is
at the front end, deciding on the kind of person they
want to employ and then they are looking out into
the community for that. Is that particularly useful,
because obviously today we are looking at the

employability of minority ethnic people, is that a
much better approach for everyone, or is it useful
specifically in terms of minority ethnic people?
Ms Stratton: Knowing what employers want is
useful and I think applies to everybody, but this is
pretty labour-intensive stuV and, as the Chairman
indicated, there are a lot of people who come
through the system who need simply better
interviewing skills, better job-search skills, and so
forth. For those who do not have social networks,
maybe who have troubled families or drug or
alcohol problems, and so forth, language, no skills,
low skills, or have cycled through New Deal two or
three times, this makes a lot of sense, I think.

Q143 Miss Begg: Along with that, you are involved
in the Ambition programme; did you find that it
worked similarly to your Fair Cities strategy, again
in working with employers and looking at skills in a
particular sector?
Ms Stratton: Ambition really was the learning
laboratory, if you will, for Fair Cities; it focused on
one or two sectors in a city, I guess in most places it
was one sector, so you had construction in
Birmingham, for example. What Fair Cities tries to
do is combine a sector and an area-based approach
in one place, so that you will have, I think, all told,
between the three areas, about 20 pipelines, diVerent
pipelines.

Q144 Miss Begg: In Aberdeen, we had Ambition
construction which was delivered through a
voluntary sector organisation which deals with the
young homeless and recovering drug addicts and
was very successful locally, but then they were
dismayed to find that the Government funding of the
programme was being pulled. We did manage to get
it reinstated. It seemed to be the argument the DWP
was using at the time that while it may have been
quite successful, that particular programme in
Aberdeen, it was not replicated elsewhere?
Ms Stratton: I think Ambition is mixed. If you look
at the energy sector, it was fantastic; we had really,
really high rates. If you look at retail, it is much less,
much less pull; the jobs do not pay much, there is
high turnover. It was our opportunity to learn. We
made a ton of mistakes with Ambition. Do I think
conceptually it was right? Yes. We have just done a
new report called Ambition Revisited, where I think,
if you look and compare it with other vocational
training programmes, there is no question it is cost-
eVective and it produces better performance. If you
compare it with simply putting somebody through a
job search and into a job, it is much more expensive,
so you need to have regard to who it is you are going
to invest in.

Q145 Miss Begg: You said that you made mistakes,
but obviously they are valuable lessons. Do you see
that those lessons are reflected in the way that
Jobcentre Plus is delivering its employment
programmes now?



3500382003 Page Type [O] 14-02-07 01:57:10 Pag Table: COENEW PPSysB Unit: PAG1

Work and Pensions Committee: Evidence Ev 41

20 November 2006 Ms Cay Stratton CBE and Ms Shrupti Shah

Ms Stratton: I think I can say today that the best
news is that Jobcentre Plus and the LSCs have just
agreed to relaunch Ambition, so I feel that is almost
a small triumph.
Miss Begg: I know that will delight the Foyer in
Aberdeen.

Q146 Justine Greening: I want to ask a question on
the further education role in all of this. It is
interesting what you said about the Fair Cities
strategy, because on Friday, with a load of women
who were enrolled on construction-related courses
at South Thames College, I went along to the
Battersea Power Station site, and there will be quite
a big focus on women in construction happening in
that area. It is a very good example, I think, of
recognising that there is a pipeline which needs to be
filled at the end, we will probably have some
regeneration in Roehampton, which, if we can get
people from Roehampton to come up to Battersea,
in four years’ time they may have spent two years on
the Power Station and then actually can work really
close to home, on their own estate, in fact,
regenerating that. It does seem to me that the further
education college has a vital role to play in this,
because they are the sorts of people who will put the
skills in place to help these people go down the
pipeline and come out with a job at the other end. Do
you think that is a fair point to make?
Ms Stratton: I do, and I think it is the direction in
which the FE colleges are going and I think it will be
very interesting to see what comes out of the Leitch
review next year, so I wish I knew more than I did.
There still is a diYculty in you saying FE colleges, in
the sense that this is a really sweeping generalisation,
you need to be very, very careful about it, but, to the
degree that you are bound by semesters or terms,
that is not responsive to what employers need and it
is frequently not responsive to what a lone parent
needs. If you are trying to customise both ends of
this, there are relatively few that I would say are
demand-led, either demand by the employers or
demand by people who are not your traditional
students, and until the FE college system gets fluxed
up or uses their adult skills money in a slightly
diVerent way then I think we will struggle. I think
that one of the most promising parts of all of this is
Train to Gain and I think, as FE colleges become
more skilled and more adept at using Train to Gain
or get closer to employers, they will see ways of
responding quickly and well to the market needs.
The more that we can actually tie in New Deal, get
somebody in a job and lock them into Train to Gain,
the better we are, so it is all very promising, but we
are not there yet.

Q147 Natascha Engel: When you were talking about
looking at the outcome and then working
backwards, if you were looking at the City Strategy,
how successfully do you think that, given what we
are trying to do is get harder to reach people into
employability, as a structure, the City Strategy is
engaging with employers to get people into work?

Ms Stratton: It is very early days; none of them is
operational yet and their business plans are due in at
the end of this year, so we can speculate. Some of
them will be very good because they are employer-
led. We are working particularly with west London,
but Birmingham and SheYeld, and certainly to a
lesser extent Tyneside, have employer boards which
are built in so that they are responsible for
articulating their needs and take responsibility also
for working on discrimination, fair recruitment
practices, so in those cities which have them right at
the table, I am pretty confident. I do not think
necessarily you have to have an employer board to
do this but you do have to have the mechanisms in
place which work with employers, help them
articulate what they want and then connect with the
providers. Shrupti can tell you that one of the real
challenges of Fair Cities is working with providers to
make them up their game. We have a lot of providers
who are pretty used to producing somewhat less
than ambitious outcomes for disadvantaged people
and it is pretty labour-intensive stuV to monitor that.
Really, it takes people who are both intimately
connected and knowledgeable about employers and
also can then walk over and say to a provider, “Wait
a second; that’s not what we agreed. This is the
competency; you don’t need the entire qualification,
you need three marginals, if you’re going to get
somebody into that job, which pays £20,000 a year.”

Q148 Natascha Engel: Going back to your point
about it depending upon the local labour market and
the local needs, do you think that the City Strategy,
as a sort of blueprint, has got the flexibility to work
with the good providers and ignore the bad
providers and work with those employers that are
willing, and it does have that flexibility?
Ms Stratton: I do. I think that is what is so exciting
about it.

Q149 Natascha Engel: What do you think that
means for more rural areas? I know that the City
Strategy is not necessarily just in cities. Certainly
where I am is very, very rural and everything is very,
very widespread and you may have employers who
are perfectly willing to engage, but those people
whom we are trying to pull into the labour market
are physically further away from work.
Ms Stratton: I think rural poverty is one of the most
challenging things. In the United States, it is a really,
really big issue. I do not think that employer-led
strategies work particularly well in rural areas.
Where there are concentrations in towns, yes, you
can get them in partnership, but I think it is much
more challenging. I think there are diVerent kinds of
areas, like transport and communication, and I
think there are quite diVerent solutions, and I do not
have one.

Q150 Natascha Engel: Do you think that is the point
about pilots, and we have been part of lots of pilot
areas, that actually the City Strategy does have the
flexibility to roll out those principles which make
them successful within more dense populations in
rural areas?
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Ms Stratton: I believe that the principles which
underpin the City Strategy should be charting the
direction for the future of welfare reform. I believe
fundamentally it is right. I think we would be crazy
not to do it; we are doing it as piloting. I think your
point about how you apply these in diVerent
contexts, rather than just inner cities, is a really
important one, which we have not dealt with, we
have not addressed.

Q151 Natascha Engel: We need a pilot in my
constituency?
Ms Stratton: Yes, we do.

Q152 Natascha Engel: I want to ask something
about the 10 Employer Coalitions, and I quote,
“helping Jobcentre Plus districts to better
understand and respond successfully to their local
[labour] markets” back to that point. How
successful have the Employer Coalitions been, and
specifically the role of Jobcentre Plus in delivering
those; have you found that there are very marked
diVerences in the 10 districts or has there been a kind
of uniform pattern?
Ms Stratton: There are; it is like having 10
personalities, which is not always helpful. They
reflect almost the personality and the culture of the
area that they are in, and what works for Glasgow is
not going to work for Derby; what works in London
is totally inappropriate for other places. I think, by
and large, we now have something like a thousand
employers, public and private, involved in the
Coalitions. By and large, there are a few, like in the
North East, which have been very strategic and
taken the entire region, and are working with the
LSC and Jobcentre Plus and the RDA on how to
engage employers across the region. Most of them
are much more operational and they are doing some
very practical things; they are helping personal
advisers understand what the construction industry,
or the retail industry, needs are and opening those
doors, almost being ambassadors for Jobcentre
Plus. In some cases, they are almost like
management advisers to Jobcentre Plus district
managers, who find it easier to talk to some people
outside the line, almost like mentoring, but all of
them have been engaged in opening specific
pipelines. They are all focused, right now,
particularly on IB clients, so we have a programme
called Able to Work, which in some ways is using the
lessons of Ambition and Fair Cities and saying
“What do we need to do, working with employers
and working with IB clients and working with
providers, actually to open up more varied and
better opportunities?” those groups. They do have a
national agenda, that we say there are three or four
priorities and then each one works specifically with
their Jobcentre Plus, and increasingly LSC, partners
to say “What do you need from us, particularly?”

Q153 Natascha Engel: I can see not just that
employer engagement but that massive engagement
is absolutely fundamental, because otherwise there is
nowhere for those disadvantaged groups to go when
ultimately that is the aim of it. When you look at the

80% employment rate target and you look at the role
of Jobcentre Plus and that whole kind of employer
relationship with Jobcentre Plus, generally what is
your feeling about that; do you think that Jobcentre
Plus, as an organisation, is able to deliver that 80%
employment rate by adequately working together
with employers?
Ms Stratton: I do not think that any organisation or
agency is going to be able to deliver the 80% alone,
but I think Jobcentre Plus plays a pivotal role in this,
they provide the fundamental link between benefit
and work. It is quite clear that Jobcentre Plus,
compared with other public employment services,
has an exceptional record in this. As a gateway to the
system, as providing personal advisers, particularly
with groups like lone parents, in helping with just
seeing people regularly and referring to work, I think
they do a terrific job. I think probably they are less
good, and I think most Jobcentre Plus staV would
recognise it, in reaching deep into communities, and
that is done best by community organisations. Most
of Jobcentre Plus provision is actually contracted to
other organisations. I think that what they do, by
and large, they do well; and most of them know what
they do not do well and contract that out.

Q154 John Penrose: I am getting more and more
concerned, listening to you, not by what you are
saying, the notion of starting with the local job
market requirements and sort of working back from
that all sounds very sensible, actually I am more
worried that, as a Committee, we may be asking the
wrong questions. We are trying to go through the
data and say is the Government focusing in the right
areas, is it focusing on the right groups of people,
and we are going through and seeing whether or not
Bangladeshi women have a higher unemployment
rate than this group or that group. Also I am trying
to work out the relative importance of multiple
labour market disadvantages. I think what you are
saying is that, actually, the most important one is the
local labour market’s requirements and it is only
sensible to look at, for example, Bangladeshi women
or Afro-Caribbean men insofar as that is some sort
of proxy for a likely mixture of potential labour
market disadvantages encountered by a particular
individual within that community. But it is no more
useful than saying that a particular community is
likely to suVer from a particular set of physical
diseases if you are a doctor, you have still got to
make the individual’s personal diagnosis and treat
the individual’s personal problems. Therefore, if we
are starting to look at the unemployment of a
particular ethnic group or a group of people with a
particular sort of incapacity, that is actually the
wrong question to be asking, we should be asking the
question the way you are describing it?
Ms Stratton: I think it is very helpful; you need to be
able to draw some broad conclusions and have some
general information about groups in order to design
programmes, but, in terms of working with people
on the ground and understanding the particulars, I
do think customisation is absolutely critical. You
have to understand the needs of each individual, and
that is really what Jobcentre Plus does, at the initial
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stage, and personal advisers I think are really
important in that. In a similar way, we have to do a
better job of understanding what employers’ needs
are, or what they are not doing that they ought to
be doing.

Q155 John Penrose: Therefore, the local adviser, in
your world, should be a local commissioning person,
to pull down the required programmes to deal with
that specific individual’s set of disadvantages, rather
than, as you say, becoming a supplier-led thing?
Ms Stratton: I will now speak for the Panel. I think
the Panel would say two things. Local communities
being able to tailor their local programmes is very
important; how many, right now, have the capacity
to commission those, and to make sure, to procure
networks better than it does now, that the standards
are right, and so forth, may take a while. I do not
know that we are there yet. What it may be is that
there is an interim point where a City Strategy says
to Jobcentre Plus, or the Department, whoever is
commissioning it, “Okay, you’re commissioning this
for Birmingham, but when it gets to our IB clients or
ethnic minorities this is the kind of provision we
want, and we want to be sure that the tenders get sent
to these organisations because they have a
demonstrated track record in this in Birmingham.”

Q156 Chairman: You mentioned a thousand
employees; roughly, what is their total labour force,
do you know?
Ms Stratton: What a good question. No, I do not,
but I will find out and I will send it to you.
Chairman: Thank you.

Q157 Harry Cohen: I want to ask some more about
engaging employers. Your Panel published a report
in May last year: Enterprising People, Enterprising
Places. You said, “after accounting for educational
qualifications, age, gender and location, ethnic
minorities are less likely to be working and less likely
to be earning as much as their White Counterparts.”
You made some recommendations, which were
accepted by the Government, including a
Commission of business leaders, to advise and assess
progress in achieving race equality in the private
sector. This business Commission has been going for
a while; how has it been contributing?
Ms Stratton: It has not been going for a while; it
started in August and it has to produce its report to
the Chancellor in time for the March Budget, which
is challenging. I think it is an important piece of
work. It is an outstanding group of business leaders,
for the most part business leaders, which is looking
at a subject which we feel is absolutely crucial
particularly to the issue of ethnic minority
employment. There 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, which I think is what you are referring to,
which is 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. We think it is about 30%,
which is substantial; we do not know that. Part of
the business Commission’s research will look at that.
We are trying to do four things with the
Commission. The first is to set some national
indicators which will help us measure the progress
in private sector recruitment, retention and
progression of ethnic minorities. The second is to
look at what kinds of goals we can set, and we are
working here in the context of the City Strategy, so
we picked five cities, they are all City Strategy
pathfinders, to set goals for them, and then to bring
some great new area to this, to say what kinds of
strategies and practical measures would help close
this gap, in the construction industry, in finance and
professional services, and so forth. The third area is
to look at what kinds of levers you have got to tackle
discrimination, and those range from the ones that
you all know about—public procurement, positive
action, corporate reporting, better advice and
guidance, and so forth—and to see if we can figure
out which ones will be the most eVective in
influencing private sector behaviour. The last thing
will be to recommend, in terms of national policy,
what to change, in terms of what Government can
do to help accelerate progression in the private
sector.

Q158 Harry Cohen: That was a very helpful answer,
actually, and very interesting. I will come back to
some of those points. If I may pick you up on one
point, about the 15% gap and you said the thinking
was that the private sector contributed about 30% of
that, really I am seeking clarification; really you are
saying that other sectors, the public sector,
contributed 70% of that? I find that extraordinary.
Ms Stratton: No, no; sorry.

Q159 Harry Cohen: Clear that up for me, please?
Ms Stratton: By employer discrimination I mean
both public employer and private employer; on that
one, I was not making any diVerence. I do not think
we have disaggregated it. There are other kinds of
things, like spatially, if people live far away from
jobs, just by virtue of living in poverty, and so forth,
which relate to that.

Q160 Harry Cohen: I understand; but actually that
would be quite interesting, to have those other
factors, because that is still a huge proportion, that
70%. Can you give us a note on that, about that 70%?
Ms Stratton: Yes, we will. If I ask the business
Commission to look at that specifically and then, in
their report, come back to you, would that be okay?

Q161 Harry Cohen: That will be fine; thank you.
Then to pick up on some of your points, you also
talked about measures of practical help, was one of
your recommendations; where has the Commission
got, where have you got with that, with what sorts of
ideas about practical help?
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Ms Stratton: We are going as fast as we can. I cannot
say that I would be really confident in prejudging
what the practical help is. Some of it is what we have
been talking about right now, which is getting inside
companies, and again Fair Cities does a lot of this.
When 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.” Tackling that, looking at how they
promote. If 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. There is a lot to be done by
looking inside the companies and asking basic
questions. The other is simply looking at their
recruitment policies; a lot recruit the way they have
always done for the last 20 years and they get the
same white men they always have.
Ms Shah: If I may add a practical example to that.
One of the employers that we are working with in
London, in our Brent pilot, is Transport for London,
and they were very keen to work with us and
improve the diversity of their customer assistance.
We found that, working with their recruitment
practices, we could prepare people to pass their
recruitment in assessment centres. There were all
sorts of criteria where we thought, “Well, hang on,
if you just change that, it’s not a critical part of the
job but it helps expose some of those issues, but if
you were to change that we’d be able to bring these
kinds of new candidates to you much more
eVectively and we do not think, in any way, it would
undermine your eVectiveness as an organisation or
their eVectiveness to do the job.” We 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 business objectives. It is developing that
relationship, where over a cycle of working with
them we have got that trust, for them to be able to
trust in us, and to be able to challenge them, as a
critical friend, in their processes.

Q162 Harry Cohen: How is this coming into the
public domain? You said about the Commission
reporting in time for the Budget, presumably that is
for any financial implications, but these sorts of
changes, which might be quite detailed in some
ways, changing recruitment and retention policies,
how will that find its way into the public domain,
and therefore across the private sector?

Ms Stratton: In time for the Budget will be the key
recommendations on performance indicators,
mostly on performance indicators, and
recommendations on national policy. We then will
produce a full report, in late spring or early summer,
which will have all of this detail in it, of what we have
learned in the cities. It is our hope that one of the
tangible outcomes of this will be that it will not be
just the five cities in the City Strategy which take this
on, but that all of them start to look and basically set
objectives for their key sectors, in terms of the
populations which need to be served.

Q163 Harry Cohen: If there is to be a legislative
component, presumably that will follow your late
spring, early summer report, and we can pick up on
some of those points. In fact, I note that you also
make the point that if measures did not produce a
marked result within the next few years the
Government would need to consider seriously the
need for legislation to cover the private sector. Is it
looking like legislation will be needed to push the
private sector in this direction?
Ms Stratton: I think that is diYcult to tell. First of
all, 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. What we do not
know is, now it exists for public agencies, did it have
any impact there; if it did have impact there then you
have a much stronger case, if it did not then we have
to figure out some other way to force the issue.

Q164 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.

Q165 Harry Cohen: I am interested in you saying
“Nor do I” because that is very useful; but, this team
of business leaders, are they likely to address this
point, do they have an objection to it?
Ms Stratton: They will definitely address it. There is
probably a mix of views. If you talk to the leaders of
some of the very large multinational companies, any
company that deals in the United States does not
think this is a big deal. Why not? I think the real issue
is what is the impact on smaller companies, on small
firms, what does it mean for further regulation, red
tape; that I think is really the issue, would be my
guess.
Chairman: Thank you very much. That has been
fascinating. We hope you have enjoyed it as much as
we have.
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Chairman: Good evening, and welcome. I saw some
nods and grimaces during that first session so no
doubt we will explore further themes. Thank you
very much for agreeing to be here tonight; we do
appreciate your time.

Q166 Justine Greening: In relation to the
employment rate of ethnic minorities, what key
policy changes do all of you think are required if we
are going to succeed in increasing the employment
rate of these disadvantaged groups; perhaps I can
ask the Equal Opportunities Commission first?
Ms Ariss: I think we are probably going to spend a
lot of time this afternoon talking about particularly
the issues around ethnic minorities, but we think
there is a need for a wider range of changes. We
welcome the fact that the 80% target is there, we
think that is helpful, not least because many of the
people who are not in work now but who want to
work face some kind of disadvantage in getting into
work. We do have one or two not concerns about the
target but other things that we think need to be
thought about alongside it. The first is, we feel
strongly that people who have caring responsibilities
should not be forced into the workforce against their
will. The evidence that we have suggests there are
many people with caring responsibilities, either
parents or people caring for an older or disabled
person, who would like to get into paid work and
who are struggling to do that because they cannot
get the care services they need at the times that they
need them. There are some people for whom caring
is a full-time role, either because of the needs of the
person for whom they are caring or because of their
personal choice, that is what they want to do, and we
feel that nobody should be forced, in those
circumstances, into the workforce against their will.
The second thing we would like to throw into the
conversation around the target itself is that having a
job is not the whole story. Whilst the target is
something that we welcome, we would like to see
policy recognising also the very diVerent 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, because there are many people who are in jobs
which do not use their skills. Millions of part-time
workers, for example, are in jobs which do not use
their skills and experience, because they need to
work part-time, mostly women, to balance family
and work and those are the only jobs they can get,
and it is a tremendous waste of their skills, which is
obviously bad for productivity. Also we think that
pattern of disadvantaged people being clustered into
low-quality jobs is bad for community cohesion,
because it tends to follow a kind of segregation of
particular kinds of people into particular jobs. 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.

Q167 Justine Greening: Do you think the
Government has been ambitious enough in its
targets for reducing the unemployment of ethnic
minorities?
Ms Ariss: They are not as specific as they might be,
so in that sense they could be more ambitious. We
welcome the fact that there is a target. The idea of
narrowing gaps between diVerent groups of people
seems to us fundamentally a helpful one, 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, that it is just aggregated to show the
diVerent position of ethnic minority women and
ethnic minority men, for example, which is a very
important thing to look at but often is overlooked,
or indeed to look at the quite distinct position for
diVerent ethnic minority groups, because the pattern
is hugely diVerent, and a target that just merges
everybody together is not likely to be tremendously
illuminating; it is checking that things are working.

Q168 Justine Greening: Is that too much of a blunt
instrument with which then to do the strategy?
Ms Ariss: I think that is a very fair way of putting it.
Yes; it is good to have a target but the target as it
stands is quite a blunt instrument.

Q169 Justine Greening: Then the Commission for
Racial Equality, what are your views?
Mr Christie: We agree with all of that. Let me oVer
two thoughts, which have already come up in the
conversation so far today. One is the value and the
benefit of targeted policies. We think that the Ethnic
Minority Outreach scheme, for example, is a big
success. One of the reasons we believe it is a success
is 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. In our view, that has
to be a good thing. 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. The other thing is that there
are initiatives which clearly deliver employment
benefit and the one that we have in mind particularly
is public procurement. There is research in the US
and Canada which has demonstrated that public
procurement is probably the best way of getting
employment opportunities, raising the employment
rate of disadvantaged populations, like ethnic
minorities, lone parents, and so on and so forth. It
is concerning, therefore, given that we have a public
procurement policy in place, that perhaps more
eVort is not put into making that broader, deeper,
bigger, more successful than it is currently.
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Q170 Justine Greening: You are saying, given how
many people the public sector itself employs, that
the Government could walk the talk a bit more,
robustly perhaps?
Mr Christie: The bigger benefit is not so much the
number that the public sector employs directly but
the number that could be employed by contractors
providing services to the public sector, which would
be available to ethnic minority populations if the
procurement programme was more aggressive than
it is currently. I think the overarching piece in all of
this is to ask the question is the policy being
developed by people who reflect the community that
is being served, do they actually understand the
needs of the community that is being served. We
talked about particular challenges for Bangladeshi
women, for example, what eVorts are in place which
engage Bangladeshi women in the development of
employment programmes to serve them. There is a
huge opportunity to explore possibilities in that
direction which would be of some benefit.

Q171 Justine Greening: Clearly, you think that the
role of targeted employment programmes can work
very, very eVectively?
Mr Christie: Yes. I think targeted programmes are
important. I will not say that there is not a place for
broad-brush approaches as well, but certainly
targeting, particularly to reach hard to reach
communities, is absolutely vital.

Q172 Justine Greening: Do you feel that sometimes
these programmes do not get long enough to bed
down, and they are cut perhaps before we get to see
whether they really work?
Mr Christie: Certainly, I think we would all
acknowledge that some of the issues which are being
dealt with are diYcult and complex and they are
going to take time to be resolved. Whether the
programmes get long enough is like how long is a
piece of string. Honestly, I do not know the answer
to that.

Q173 Justine Greening: I see nods from the Equal
Opportunities Commission?
Ms Ariss: Yes. I think we are going to have quite an
outbreak of agreement really between the EOC and
the CRE about much that we are going to be saying.
I think we would also see a very important role for
public procurement; one of the reasons I think we
would stress is that it has got tremendous potential,
which in this country is not really being used.
Although we have already got a law in place which
requires public bodies to pay due regard to the need
to promote race equality in the way they carry out all
their functions, and that includes procurement, my
understanding is that, public bodies, I suppose you
could say most charitably that their response has
been very mixed and we are very concerned that
should be the case. Just to cite one example, we have
given some evidence recently to the Select
Committee on Culture, Media and Sport,
highlighting our concern in the context of the legacy
for the Olympics, that the Olympics Delivery
Authority is not doing anything like enough to make

sure that people who live in the boroughs where the
Olympics will take place are going to be in a position
to benefit from the job creation that the Olympics
are expected to bring. If you look at the boroughs
that we are talking about, places like Newham and
Tower Hamlets, there is a huge pool of potential
workers there, including large numbers of ethnic
minority women and men; there is plenty of evidence
of a lot of people who are out of work but want jobs.
It looks like a golden opportunity really to make that
legacy work, and it is not happening.

Q174 Justine Greening: Why do you think that
opportunity is being missed?
Ms Ariss: That is quite hard to say. I think it is partly
that the people in charge of procurement may not
realise quite what a big diVerence they could make if
they could do things diVerently and I think it is
partly about leadership, that there needs to be some
very consistent leadership from the top of
organisations to say “This is part of how we do
business.” It is partly about awareness-raising,
partly about leadership, I think it is also about
public bodies, which are not doing what they could
be, being challenged by organisations, like ourselves,
to do better.

Q175 Justine Greening: One of the people who gave
evidence earlier was talking about this pipeline. Do
you think there is not enough focus on the pipeline
which the Olympics are obviously at the end of? It
seems to me, as a London MP, that you would have
to try really quite hard not to involve your local
community in the job opportunities which
something like the Olympics creates. I am surprised
to hear what you are saying.
Ms Ariss: You would think it would follow, would
you not, but it does not always. There is a
framework of European law around procurement
which governs how large contracts, how tenders, are
let; they have to be advertised in a particular way.
Obviously, you have got firms from all over Europe,
potentially, or all over the world, putting in for these
sorts of contracts, not just people who are based in
the area, which would benefit.

Q176 Justine Greening: You are saying that one of
the problems actually is that there can be a conflict;
the best value for the overall project itself may not
equal what is best for the community, in terms of
what we are trying to achieve with the Olympics?
Ms Ariss: The law does allow people to take equality
into account, and we produced some guidance and
a Code of Practice, which in fact is a draft Code of
Practice because it is with Parliament at the moment,
which sets out the steps that contractors can take, so
there is a great deal that they can do, it is just that
many of them do not actually do it.
Mr Christie: The mantra you will hear from
procurement professionals is that it is diYcult, and
adding in the equalities element is a complication.
There is a role here for leadership. We are involved
in the Ethnic Minority Employment Task Force, the
cross-departmental Task Force; we have three
departmental pilot projects. There are other
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departments which have stated that they are unable
to identify a single contracting project which would
be appropriate for an equalities pilot, which strikes
us as surprising. We would argue certainly that all of
these contracts, all government contracts, should be
appropriate and should be regarded as an
opportunity to promote equality. The problem is
that the procurement professionals will tell you that
this is diYcult, this is hard, there is an additional
level of complication and they have got many other
factors to take into account.

Q177 Justine Greening: What are the reasons they
are saying which make it hard for them?
Mr Christie: It is legal, to a large degree, it is meeting
their competitive tender responsibilities, they have
got to get value for money, and so on and so forth,
and how you balance value for money against
equality, for instance, how you assess those. This is
where the leadership thing comes in. This is where,
for example, Transport for London has shown great
initiative and determination in the way that they
have gone about procurement for the East London
Line project, and in many ways is creating an
exemplar of the way this ought to be done and the
way that we would believe central government in
general ought to behave, and local government in
general ought to behave, in pursuing their
procurement policies.

Q178 Justine Greening: You have already touched
upon the fact that there are some quite substantial
diVerences within the ethnic minorities brand, if you
like, which mean really that it is, as I said, quite a
blunt instrument, that you need to look beneath,
there are problems with gender perhaps and also
age. Going forward, what sorts of implications do
you think that those quite big diVerences will have
for the sorts of policies we need to have in place to
tackle those groups?
Ms Ariss: It is a very complicated picture. As you
say, there are diVerences in the experiences in getting
into work of ethnic minority women and ethnic
minority men, between diVerent groups of ethnic
minority people, both women and men, there are
diVerences between generations. We have found
also, interestingly, that there are some quite big
diVerences connected to place, and we are not
entirely sure why those are there, but they are very
interesting. We found, for example, that in Tameside
about 20% of Bangladeshi women are economically
active and in Croydon 51% of Bangladeshi women
are economically active, and that is not because
there is a huge diVerence in the age structure of the
population of Bangladeshi women in those two
places. That is a very big diVerence and you do not
find a similar diVerence in the employment rates of
white women; so there is something interesting going
on about place.

Q179 Justine Greening: Is there any evidence behind
that, whether it is to do with job opportunities or
whether it is attitudinal, and perhaps those
communities are happier for women to work;
perhaps that is a stereotype?

Ms Ariss: We do not know. It is a fairly new finding,
that there seem to be big diVerences in employment
rates between otherwise similar groups of ethnic
minority women in diVerent parts of the country. I
think probably what it says is that there needs to be
some quite clever work done by people like local
authorities and Regional Development Agencies to
look at what is really going on in their particular
area, because the national picture may conceal as
much as it reveals. If it is radically diVerent from
what is going on in their area then the national
figures are not going to be very helpful, in terms of
developing a strategy. Really some more work needs
to be done to get underneath why those diVerences
are there.
Mr Christie: We have no more idea than EOC has in
this area, but again it just seems to me that this again
talks to the need for engaging with the community
and developing responses to their needs, because the
communities are diVerent and they will require
tailored responses. If we do not have systems in place
which will allow us to engage with those
communities at that level, to give them the
opportunity to be part of the policy-making
solution, then probably we have a problem.

Q180 Justine Greening: Can I just push you on that.
When talking about the diVerences, you were saying
“We don’t really know either.” Being the
Commission for Racial Equality, you must be better
placed than most to have perhaps some hypotheses
which you think might explain the diVerences. Do
you have any evidence which you can give to the
Committee, which might point us in the right
direction, about what you think is actually going on?
Mr Christie: Not really. All evidence in that area is
going to be anecdotal and it is going to be based on
opinion and is not really particularly sound. What
we do know is that there are variations of
expectation, for example, between communities, and
that may well be because of the particular origin of
a community in a particular area. It may be any
number of factors which come into play. We know
no better than anyone else exactly how those
diVerent factors interlinking with each other create
a particular set of circumstances’ problems.
Ms Ariss: We have actually got some research being
done for us at the moment, to try to look in a bit
more detail at some of these diVerences between
diVerent parts of the country. I do not think we have
got a report back from the researchers yet, but we
will have pretty soon, so very shortly we may be in a
position to say something a little bit more nuanced
about why there appear to be such big diVerences
between localities. At a guess, I would say some of it
is going to be about the structure of the local
economy, what kinds of jobs are available, because
one of the things that we have found in the research
we have done so far is that, particularly for some
ethnic minority women, they are likely to feel that
some types of work or some employers will not be
welcoming to them. They fear discrimination,
therefore they do not seek jobs in that sector or in
that firm, therefore it stays very unrepresentative of
the local labour market. Therefore, you get a vicious
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circle of more and more young ethnic minority
women who look at that organisation or that sector
and think “That’s not for me, it’s full of people who
aren’t like me; it’s probably going to be very
unwelcoming, I’ll probably face harassment.” You
can get a vicious circle going like that, and if you
have got that kind of vicious circle going on in an
area then it might be part of the explanation of why
there are such diVerent employment rates for
particular groups of ethnic minority women in
diVerent parts of the country.

Q181 Harry Cohen: To take you back to the
comment about using the Olympics to generate
more and better employment for those who are
otherwise at the sharp end of inequalities; actually, a
large part of my constituency is within one of the five
Olympic boroughs, so there is a lot of interest in my
area. You talked about the EU rules in contracts,
but you could still require equality provision within
those contracts; could you require a local labour
content within those contracts? The last point is,
clearly there need to be work skills developed well
before 2012, and personally I am little bit concerned
that we are a bit slow oV the mark, including
particularly in the five Olympic boroughs. Do you
think really we should be pressing for work skills,
training, even now and focusing in that an equality
component?
Ms Ariss: I think it is absolutely right to say that in
relation to the Olympics particularly the hour is here
to be seized, and given the scale of the projects which
are going to be undertaken and the pace at which the
development is moving it is an urgent question to be
addressed. In relation to the law and what you can
and cannot do, most certainly you can set various
requirements around equality in contracts; it is quite
a technical legal question and I am not a lawyer. I do
not know all of the exact details but you can require
quite a lot about equality in contracts, provided that
equality is linked to the subject matter of the
contract, and in many cases equality can be, or is,
linked to the subject matter of the contract. Without
doubt, you can require people to comply with all of
the legislation which already exists and applies in
Britain, in relation to equality and anti-
discrimination, in any contract; there is a great deal
that you can do. Obviously you need to be careful in
this, as in any other area, to make sure that you are
complying with all of the relevant legislation, but
there is a great deal more that can be done than most
people do currently. I have to confess that I do not
know the answer in relation to local labour clauses,
because my particular area obviously is around
equality and contracting, rather than local labour,
so I am afraid I do not know the answer to that.

Q182 Michael Foster: I would like to bring you back
to what you have mentioned already, rightly, and
that is the question of discrimination by employers.
The presumption often is that discrimination is the
reason for the diVerential employment rates. Is that
justified, or is it the fact that much of it is simply
perception?

Mr Christie: One of the things I would say is if there
is a perception of discrimination then there is real
discrimination, at least in the minds of the people
who feel that they are being discriminated against. It
is very diYcult to quantify what employer
discrimination exists; how do we measure it? We do
not have the kinds of things which existed before the
Race Relations Act, 30 years ago, very overt, crude
forms of discrimination, but, if you look, there are
some strange numbers out there. 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, if you look at any
work training programmes, only 4% BME
employees are in work training programmes as
against 10% white employees. Why; why would that
be the case? There may be many reasons, but you
have got to think that there might be some element
of diVerential expectation, or diVerential perception,
between diVerent groups of people, and that will be
true within the BME community, looking at it as a
whole. We know that 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. Where is the break point between
perception and reality? I think, if people feel that
they are being discriminated against and that
somehow they are getting a raw deal or they are
getting a less fair deal than everybody else then the
problem exists, it is there, even if we cannot quantify
it terribly precisely.

Q183 Michael Foster: The answer may be diVerent,
of course, as to whether it is real or whether it is a
perception. If it is real, one looks at the employer
end; if it is a perception, presumably one looks at the
employee end. Let me look at this issue of the
employer. Are there any statistics which suggest that
the nature of the employer makes a diVerence? I
think it has been mentioned already that if it is a
public service employer, like the Passport Agency,
like the Home OYce, in Croydon, you will get high
levels because people expect much of it, presumably;
if it is in other towns, maybe fewer. Does it make a
diVerence if the employers themselves are from a
minority ethnic group, as opposed to not so?
Ms Ariss: Yes, there are big diVerences between
employers. As far as ethnic minority women are
concerned, they are much more likely to be working
in the public sector; so, for example, 35% of ethnic
minority women who work full-time are in the
public sector compared with around 16% of ethnic
minority men who are working full-time. There are
some significant diVerences between types of
employer. There are also significant diVerences
which are not to do with sector or whether you are
in the public or the private sector. We have looked
recently at employers in areas with above average,
compared with the national picture, ethnic minority
communities in their area and found very significant
diVerences between how many ethnic minority
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women there are in their workforce, and there does
not appear to be any particular pattern to that.
There are some small organisations which have got
a very mixed workforce, some large ones which
have, and some have not. We are actually doing a
little bit more work at the moment to try to get
underneath that a bit to say what it is that is making
a diVerence. We are concerned that at the moment
it may become more polarised, that those employers
who are already succeeding in attracting ethnic
minority women are the ones who are thinking
about doing more to go even further, and the ones
who have got barely any ethnic minority women in
their workforce, or none, tend to be the ones who are
not planning on doing anything to attract them. We
have got this increasingly segregated pattern, which
we do not think is good for the women, for the
employers, or indeed for the broader agenda of
community cohesion, but we have got a bit more
work going on at the moment to try to find out what
is driving some of those not immediately obviously
rational, explainable patterns.

Q184 Michael Foster: Whether it is perception or
reality, is it true, from what you are saying, that at
least the public sector appears to be more successful
in achieving a diverse workforce than the private
sector; is that a generality which is true, or untrue?
Ms Ariss: Broadly speaking, as far as ethnic
minority women are concerned, it is true. It does not
mean that everything is wonderful in the public
sector; there are still issues about progression, who
is getting to the top of organisations, where white
men of a certain age are hugely overrepresented in
comparison with the workforce as a whole.

Q185 Michael Foster: That is not just an ethnic
minority issue, is it?
Ms Ariss: No, that is a broader issue, which is about
who is running organisations as a whole. Broadly,
the public sector is doing better than the private
sector, but it is a very mixed picture.

Q186 Michael Foster: I wonder if I can go back,
looking down the other end of the tunnel, and
assume for a moment that there may be some
perceptions which are holding people back which
are not real, because that seems to be at least a
possibility. How would we be able to deal with those,
and without being too contentious, issues like the
veil, issues like dress; is that something which can be
compromised, in any way, so as to create a better
ability to deal with the perceived problems, or is it
just too diYcult to deal with?
Ms Ariss: Obviously, these are complicated and
sensitive issues, but we do think that there are ways
of addressing them and that this question about is it
perception or is it real is sometimes at the heart of it.
If everybody believes that it is real, we have got a
problem. What we are finding at the moment is that
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. Certainly they are

reporting, telling us, that they think there is quite a
significant problem, and we are finding things like
ethnic minority women being 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, which
tends not to happen anything like so much to white
women. Certainly we are hearing about it.

Q187 Michael Foster: Is that not perhaps because of
the perception of the employer that it is a real
question?
Ms Ariss: It may well be. There are certainly a lot of
stereotypes around about ethnic minority women,
which frequently do not match the reality. 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, their expectation is, 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. There are some quite
simple things which could happen to address some
of that. Some of it is about information, about
employers knowing who is around in the local job
market in their area, as basic as that. Lots of
employers do not appear to be aware of who are the
working-age population in their local area. Some of
it is about outreach as well. It is about employers
getting out there and making contact with schools,
with community organisations and selling
themselves as an employer, saying, “Look, we’re a
great place to come and work, we’ve got fantastic
careers, we’ve got really interesting, good jobs,” and
convincing people that they are going to be a good
place to work. Some of it is about fear, the
apprehension that if you are working in an
organisation where nobody else in your family or
your community has worked before that you will
have a rough time. If employers can get out there and
really sell themselves and prove that is not the case,
it is a kind of meeting in the middle really, is it not?

Q188 Michael Foster: There is a new Code; the CRE
have got a new Code, I think. Is that already in eVect,
or is there a commencement date, or something, and
do you think it is going to make a diVerence?
Mr Christie: This came into eVect in April, but
actually it has been in eVect since 1984. This is a
republication. It is a statutory Code; eVectively, it is
guidance to employers. “Follow this, make all your
problems go away,” would be our selling thing;
maybe a slight exaggeration. Certainly what it aims
to do is provide a comprehensive, easy to use guide
to employers, to help them address the kinds of
problems that we are talking about. To a large
extent, one of the big problems, as Amanda was
saying, is the potential of employees excluding
themselves from work opportunities because they
believe it is not going to be a welcoming place,
because they will look at the organisation and see
something which does not look like them. I think
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one of the big challenges that we would encourage
employers to address would be how to present
themselves to potential employees in a much more
empathetic way than they do currently. One of my
favourite top statistics from the 2004 Labour Force
Survey is that by the end of this decade only 20% of
the workforce will be composed of able-bodied
white men under the age of 45. If you think about the
way most companies present themselves to the
outside world, you would think they were composed
entirely of that minority cohort, and companies
really have to be mindful of the way they are
perceived by the potential labour pool. They all say
that the wealth of talent is one of the biggest strategic
challenges facing business today, but when you see
the way they address that wealth of talent it tends
not to be awfully strategic and that they are not
paying attention to issues like how they sell
themselves, present themselves, to potential
employees, particularly those which do not fit
perhaps the stereotypical norm.

Q189 Michael Foster: A final statistical question. We
know what the diVerential is, in terms of the
employment rates. Do we know if that is reflected by
job application rates; do we know if a greater
number of minority ethnic applications are turned
down, as compared with others? Is there any
research on that so that we could work out whether
that is a result of the applications or a result of the
decisions on the applications?
Ms Ariss: Some individual organisations will know
that. My own organisation, for example, at every
stage of the selection process, monitors who is
applying, how that matches the labour force in the
areas where we operate, who gets through the short-
listing, who gets through the whole process and who
comes out at the other end, so to speak. Individual
organisations look at that. OV the top of my head,
I cannot think of any research where that has been
looked at across the economy as a whole. There is
quite a lot of anecdotal evidence which suggests that
if you change your name to one which sounds
English, whatever that means, because I do not think
mine does particularly, you are more likely to get
through the system. As far as I know, that is
predominantly anecdotal, or the sort of small-scale
example that is probably not strong enough to
support national policy.

Q190 Justine Greening: A question to try to home in
on the diYcult areas, following on from Michael’s
questioning. It is interesting, when you look at the
statistics, within the BME groups themselves, for
example, 67% of Pakistani men are working,
employed, 56% of Bangladeshi men, 70% of Black
Caribbean, 69% of Black African, 79% of Indian
men, aged between 16 and 64 are employed. There is
some dissimilarity between the groups but they are
within quite a narrow range, arguably. When you
come to the female groups, there is an amazing
range; so, for example, 63% of Indian women are
working, 64% of Black Caribbean women are
working, 57% of Black African women are
employed, and yet Pakistani women the rate is just

26% and Bangladeshi women the rate is 22%. It does
seem to me that there is a particular issue with that
ethnic minority group especially, because clearly
women in other ethnic minority groups seem to be
comparatively successful at getting employment.
Why do you think that is?
Ms Ariss: There are a lot of reasons why we think
that is; part of it is about, I do not like the word
‘cohort’ but it is a cohort eVect, in that you have got
a generation of older Pakistani and Bangladeshi
women who tend to have fewer qualifications than
other people in the labour market, who have fewer
employable skills. That is not what you find with
younger women, at all. Part of it is a generational
eVect, but part of it is also about the way in which
people have felt able to engage with the job market;
so even with younger Pakistani and Bangladeshi
women being increasingly well qualified, in terms of
their having a degree or similar qualification, they
are still finding it harder to get into work than other
similarly qualified women. There appear to be
higher obstacles for that group still in place, even
when they are women who were born here, speak
English as well as everybody else in this room, who
are just as well qualified, so there is something else
going on as well.

Q191 Justine Greening: Are you saying that, on the
face of it, it would seem that, setting other things
aside, employers, although they seem happy to
employ Black Caribbean women, Black African
women and Indian women, for some reason they are
unhappy or less likely to employ Pakistani or
Bangladeshi women; is that what you are saying?
Ms Ariss: That seems to be part of what is going on.
Mr Christie: Part of it, again, is a perception thing,
the employers’ perception of particular groupings. It
is a diYcult thing to discuss. Let us not totally avoid
the cultural dimension to all of this. The fact of the
matter is, in certain communities there is less
expectation within the community that women will
work outside the home than in others. It does not
necessarily neatly pigeon-hole as Pakistani,
Bangladeshi, or anything else, but there are cultural
pressures that we have to acknowledge. Again, it
comes back to this idea that, if we are going to
address questions like that, the only way we will do
it successfully is from inside the community itself, by
having the community discuss the solution, I use the
term very loosely, to that kind of continuing issue.
Justine Greening: Thank you. That is very helpful.

Q192 John Penrose: Can I pick up on those last
comments, because I have been listening with great
interest to the contrasting approaches of the second
half of this meeting to the first half, when we were
listening to Cay Stratton and co. I am intrigued by
the fact that she was saying the most important thing
is the local employment market and if you get that
right you do not look at people in terms of particular
groups, racial or sexual or otherwise. Would you
say, instead, that people from particular groups may
have been more likely, statistically, to have a
particular collection of groupings, of disadvantages?
At that point, that becomes a much easier way to
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explain, for example, some of the local diVerentials
which you were having trouble explaining
yourselves earlier on. I think actually you started
tending towards her answer when you started
saying, “Well, I suspect it may have something to do
with the structure of the local employment market,”
but you have not quite got that proven yet. I guess
the question I have got for you is quite a large one,
but it is the point about discrimination, as in
negative attitudes by employers, not perception by
potential employees, but, negative attitudes by
employers aside, which of you is right? These are two
fundamentally diVerent approaches and it strikes me
that she has got a bit more data on her side, because
she said “I’m expecting there to be diVerences in
local employment markets and here is the reason
why,” and you are saying, “Ooh-er, there’s a
diVerence, and we don’t quite know why, within
specific ethnic groups.”
Ms Ariss: One of the things we are finding is that in
the same locality the experience of diVerent groups
of people, who in terms of their qualifications and
experience are otherwise similar, varies. It is not just
that everybody who comes from a particular area is
in the same position; the data simply does not bear
that out.

Q193 John Penrose: I am sorry, she would not have
said that either, would she; she would have said they
will have diVerent sets of deprivations and diVerent
mixes of deprivations, and therefore you need to
come up with a solution to each individual’s
mixture, even if they live next-door to each other?
Ms Ariss: Yes. I take your point that there are
diVerent ways of thinking about it, but I think
probably there is quite a lot of common ground
between what we are saying, what we are concerned
about, and where the NEP is coming from. We are
enthusiasts for the recommendations they have
made and support a lot of the work that they are
doing. What we are finding, when we are looking at
the patterns to see where gender and ethnicity
interact, to see what seems to be diVerent and what
seems to be the same, is that white women and ethnic
minority women living in the same area do not have
the same experience, in terms of being able to get a
job, and when they have got a job being able to get
promoted. White women, by and large, are finding
life easier than certainly some groups of ethnic
minority women, even in the same neighbourhood,
so there is something very specific there which I
think policy needs to address.

Q194 John Penrose: I do not think she was saying, or
anyone else was saying, that there is not something
specific going on, but what I am trying to unpick is
how much of that is due to the fact that ethnic
minority women, from whichever ethnic group we
are talking about, are suVering from a diVerent set,
and perhaps a larger set, of a mixture of
disadvantages, compared to white women, and how
much of it is employers saying “I don’t want to
employ you because you’ve got a diVerent colour of
skin from me”?

Mr Christie: I think you touch on it when you talk
about a larger set of deprivations. Unbundling them
so that we could ascribe a particular percentage
factor to each of those individual deprivations
would be hugely diYcult, and we would argue,
certainly anecdotally and I think on the basis of
some evidence, that people who are from an ethnic
minority, male and female, are at some disadvantage
in the labour market and the numbers bear that out.
People who live in particular areas of particular
cities, a kind of post-code lottery, are at some
disadvantage. People with educational deficiencies
are at some disadvantage. Put them all together and
you have got a fairly miserable picture, but trying
then to disaggregate them so that we can ascribe
particular significance to ethnicity, gender, physical
ability, where they live, is hugely diYcult.

Q195 John Penrose: Again, can I come back to you,
because I am trying to get through the fact that we
have got a fundamental diVerence of opinion here,
and, if you follow the Cay Stratton model, she says
that is precisely what you have got to do; you have
not got to do it on some grand statistical national
basis, you have got to do it on an individual basis at
the point of individual interviews. You have got to
say, “Look, somebody may be sitting in front of me
looking for a job and who will have a particular mix
of disadvantages, and just because they happen to be
a Bangladeshi woman does not tell me in advance
precisely what that mix is going to be.” It gives me
an indication that they are more likely to have this
particular mixture, but, as you say, there are huge
diVerential levels of employment amongst
Bangladeshi women in particular parts of the
country. You cannot say that just because someone
is a Bangladeshi woman she is going to have the
following eight groups of disadvantage, and
therefore you have got to do what you are saying is
impossible on an individual basis, have you not?
Mr Christie: No, and, in actual fact, we would be
horrified at the thought that an employer would see
a Bangladeshi woman and leap to all of those
conclusions simply because she was a Bangladeshi
woman. That is the polar opposite of what we are
trying to get at. I think the diYculty I am having is I
agree with you but I do not see what you are positing
and what we are saying as particularly distinct, it is
all part of the same continuum.

Q196 John Penrose: I guess the diVerence that I
think I am hearing between the first set of evidence
and this one is, if the only tool you have got in your
box is a hammer then pretty soon everything starts
to look like a nail. It just sounds to me as though, if
you look at it all through the prism of
discrimination, and I was quite concerned to hear
you saying that discrimination is not just attitudes
by employers, it is also attitudes by potential
employees, surely that is conflating two quite
diVerent things. One is discrimination in the
traditional, clean sense, and the other one is
someone saying “I’m feeling diVerent. I’m feeling
like a victim.” The policy outcomes and the policy
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things that you need to do to treat those two
diVerent approaches are very, very diVerent things
indeed, are they not?
Mr Christie: That may be, but the core issue is the
same, that we have a society in which the colour of
your skin determines attitude, it has some impact on
determining your life chances, just as your gender
has some impact on determining your life chances.
The challenge, surely, if we are interested in
promoting equality, is to address any attitude,
whether it is imposed by others or self-imposed by
the individual as a result of their upbringing,
conditioning, or whatever.

Q197 John Penrose: I am completely with you on
that. I am sorry, I am still butting up against this.
You cannot change the colour of someone’s skin and
you have just told me that it is wrong to assume that
just because someone has got a particular colour of
skin and they are a particular gender that they are all
going to be the same, rightly. The thing you can do
is say, “Well, here’s what the local labour market
requires, here’s your particular mixture of
disadvantages and I can do something about most of
those, and what I need to do for your mixture of
disadvantages will be diVerent from someone
else’s”?
Mr Christie: We are all agreed. One of the big
problems is, at some point, if we all had individual
counsellors that were able to work with us, to
address our particular set of disadvantages and
relate those to the local job market and guide us
through the maze and get us to employment, that
would be great, but my guess is that ain’t going to
happen any time soon. It is just a question of
resources, so you have to aggregate at some level and
you have to come up with some policy, do other
policy initiatives, and the question is, how do you get
the balance right?

Q198 John Penrose: I think what Cay Stratton and
co. were saying was you do not want to incur this
huge dead-weight cost of dealing with everybody
who is already going to be finding jobs through the
normal route. Therefore, you can aVord perhaps to
do what you are describing for the people who have
been round New Deal two or three times because of
the incredibly complicated and large number of
deprivations that they are suVering from?
Mr Christie: Absolutely; and our interpretation of
that is the need for targeted resources.

Q199 John Penrose: Can I ask one follow-up
question which might perhaps illustrate that point. I
just want to take you back to some of the questions
which Justine was asking you earlier on about public
procurement, you said it is one of the most
important methods of creating equality. Can you
give some examples of how the public sector might
be more aggressive, I think was the phrase both of
you were using, in how it does this, compared with
what it does at the moment?
Mr Christie: The Olympics is a very good example.
If you look at the ODA’s policy document on this,
first of all, you would have to say that their

procurement policy is subjective but it is weak, it is
not particularly well developed at a policy level. If
then you look in the same document, for example,
on the issue of ethnicity, it merits a single paragraph
in about a 20- or 30-page document. That seems to
me a public sector initiative which is not really
taking—

Q200 John Penrose: I am sorry, but what I am after
is a specific example. Are we saying that we should
make sure that a certain proportion of the
construction contracts are let to companies owned
by black people, or are you talking about something
diVerent?
Mr Singh: I think what we are looking at here is
basically in terms of saying procurement can be used
as a business initiative or business case for
organisations, in terms of trying to change the
attitude of employers. What we are saying is, if there
is a business out there and employer out there who
know that “Actually, to get a contract with, for
example, a government department I have to have
policies in place or have a workforce which is
reflective of the local communities,” that is an onus
on the employer to say, “Actually I need to do
something.” It is up to, for example, the
Government Department to put that forward, to
whoever is coming for the contract, to say, “If you
want this contract with us, there are certain criteria
that, as an employer, have to have.” It is about
saying to the employer, “Rethink about your
workforce, rethink about your policies, in terms of
actually what is my workforce, is it a diverse
workforce, have I got the right policy in place? From
a business point of view, if I want that contract, I am
going to go to the bottom line, I need to readjust,
relook at my policies. Maybe I need to look at my
recruitment policy, in terms of is my workforce not
reflective of the local community. If I do not monitor
my workforce, actually if I am going to get future
contracts I need to start looking at monitoring my
workforce.”

Q201 John Penrose: That is clear, thank you. I am
getting nods as well; would you like to add anything
to that?
Ms Ariss: Yes, that is very much what it is about. I
think Sukhvinder summarised it pretty well; that is
the kind of thing that we want people to do. We also
want them to look at the subject matter of the
contract, so if it is a contract to provide leisure
facilities, for example, in the public sector, when you
specify what facilities you want to have provided are
you looking at whether those facilities will appeal to
all diVerent sections of the community, are you
looking at things like can we provide a crèche, so
that users who have got young children can still use
the facilities. It is that sort of thing, building things
into the specification, if it is school meals building in
health standards but also providing diVerent kinds
of food. It is what you are asking contractors
actually to deliver in the service, as well as
challenging them to comply with good standards of
employment practice.
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Q202 Chairman: There are increasingly parts of the
employer confederation which insist on Internet-
only applications; the NHS, in particular, is really
getting into this. I can see that can be discriminatory
in terms of people with disabilities; is that a further
complication for ethnic minorities or ethnic
minority women or low-skilled people, or is it just
knowledge, or do you not know? If you do not
know, please say so?
Mr Christie: Certainly for smaller businesses, ethnic
minority small businesses, it can be, partly because
of language, partly because of culture, there can be
an issue there. I would not want to claim it was a
huge discriminatory issue, but there can be a
problem there.

Q203 Jenny Willott: A final couple of questions
about women who have dependent children. How
do the barriers to getting into work, and then, once
in work, progressing within a job, diVer by ethnic
group for women with dependent children?
Ms Ariss: That varies a little bit depending on which
group we are talking about. For example, Black
Caribbean women are disproportionately likely to
be single parents. Pakistani and Bangladeshi women
are likely to have, not in all cases, a larger family
than average. They have got quite diVerent kinds of
childcare needs, if you like, from the majority
picture. There is quite a big issue about making sure
that the National Childcare Strategy and what
employers are doing around childcare, which is
something we very much encourage them to do,
meet diVerent kinds of needs. There is a big issue
around childcare. There are also issues about travel
time to work. This is a general pattern for women.
The more children they have the shorter the journey
to work they are normally willing to make, for fairly
obvious, practical reasons, that if you have got to
fit in working and collecting children from
childminders and schools at all diVerent times of the
day having a one and a half hour commute either
way really is not a very practical proposition. The
more children people have the more likely they are
to be restricted in the distance they will travel to
work. That is a particularly significant issue for
Pakistani and Bangladeshi women, who are likely to
have more children, that they need to be able to
travel to work fairly quickly in order to be able to
work. There are also issues around training and
these are to do with the point in their life at which
women start to have children. Generally, across the
population as a whole, the age at which women are
having their first child is going up and it is now
around 30, but for some groups of ethnic minority
women it is much lower, particularly Pakistani and
Bangladeshi women, who are much more likely than
white women to have children in their late teens or
early twenties, so the point at which lots of people
are in higher or further education. A lot of our
higher and further education infrastructure
concentrates on people in their late teens and early
twenties and that means, for some groups of women,
they really miss out. The policy of targeting skills,
training, apprenticeships, and so forth, on 14s to 19s
might be a good policy for the economy as a whole

and for the workforce as a whole; it really does
disadvantage those groups of women who are
particularly likely to have taken time out at that
point to have children.

Q204 Justine Greening: It seems to me that these are
decisional things for families. Are you saying that
one of the aspects we should be doing is trying to
explain the challenges those families will face if they
start a family that early and they have that many
children, that perhaps one of the sorts of things we
should be talking to families about is saying, “Well,
that might be something you want to do but there
are downsides to that and you should be perhaps
more aware of them than you are when you are just
married, 19 or 20”? Perhaps we should be talking to
families about the implications those decisions will
have in the longer term, of which perhaps they are
not aware?
Ms Ariss: By and large, policy tends to adapt itself
around the majority pattern, so it tends to follow
what people choose to do in their lives. I guess we
would argue that diVerent choices are valid and that
it should not be beyond the public sector to be able
to recognise and respond to diVerent patterns in the
way that services are tailored.

Q205 Justine Greening: Choices should be made
with full information and I am saying do you think
it is a problem that some of those families do not
have that level of information to be able to think
ahead to the impact of perhaps wanting to start a
family and have a particular number of children,
which they do perhaps for cultural reasons; that is
something which is not understood?
Ms Ariss: I think we would see it as more of a
problem that the systems which work around
training and FE and HE are not as flexible as they
might be. There is an issue about the sort of
information people get when they are going through
the sort of careers advisory stage. We think there is
still a lot of stereotyping going on around gender
issues in general, as well as around ethnicity, and
that there is quite a lot that the Careers Advisory
Service could do to make quite a big diVerence that
it is not doing. For example, it could tell people
about the pay prospects of diVerent sorts of jobs,
which it does not tend to do now, and lots of women
say that they would have made rather diVerent
choices had they known what the diVerences in pay
were. I think there are some issues around
information, but I think the bigger issue is around
whether public services can respond to the challenge
of people being diVerent.

Q206 Jenny Willott: Picking up on that, the next
area I wanted to talk about was the needs; you were
just saying that there were diVerent needs according
to diVerent ethnic groups. Are the diVerences being
reflected suYciently in government policies to try to
encourage parents back into paid work?
Ms Ariss: I guess the short answer to that is, no.
There is some work being done but I think there is
still quite a way to go. Just to take childcare as an
example, there has been a lot of progress in the last
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few years, but from a pretty low base. I think there
is more to be done and it is about making sure that
strategies which target ethnic minority people take
account of diVerences between women and men, and
strategies which target women recognise that women
from diVerent ethnic groups, or indeed women with
disabilities and without, and so on, have diVerent
needs, so making all of the mainstream programmes
much more nuanced and subtle but making the
targeted programmes speak to each other as well.
The Women and Work Commission Action Plan
and the Childcare Strategy, and so on, really need to
be getting a grip on the fact that diVerent women
have diVerent needs.

Q207 Jenny Willott: What do the rest of you feel,
and are there specific changes that you think should
be made to policies as well?
Mr Christie: I agree completely with everything that
Amanda has said. I think this is another illustration
of where properly targeted policies which engage the
community or the individuals or the group being
served are desperately important; how else will we
know what that particular group needs if we do not
engage them. Particularly with ethnic minorities, I
think one of the big mistakes that we make, in
general, as policy-makers, is that we look at
communities as unitary in some way. We try to
identify community leaders and assume that they
have some kind of all-knowing, all-seeing insight
into everything that is going on in their community.
Whereas, in actual fact, all of these communities are
much more layered, they are much more complex
matrices than the notion of community leadership
would imply and really we need to have policy-
making abilities to reflect that diversity within any
given community.
Mr Singh: Rather, the normal practice of
Government has been in terms of group community
leaders, where actually, if you dig deep down into
ethnic minority communities and some diVerences
there, what we look at there is people called
influencing gatekeepers, rather than community
leaders, for example, schoolteachers, community
workers, youth workers, who actually have more of

an influence than so-called community leaders. Also,
it is looking at the issue in terms of saying if we are
doing policy, for example, again, not generalisation,
work for women, in terms of an issue, there is not
just the individual woman we are looking at but
actually the whole family structure around it.
Sometimes what we need to look at is what we need
to do to educate that family structure, with the
community as a whole, to say “This is what we need
to do,” rather than concentrate just on the
individual. It is very much in terms of being tailored
towards some communities and, it can be argued,
the individual, in terms of surrounding how the
community or the extended family network has an
impact on any decision really.

Q208 Jenny Willott: Ms Sharma, is there anything
you want to add?
Ms Sharma: No, I do not want to add anything to
what has been said; thank you.
Ms Ariss: We have covered a lot of things but there
is one policy area perhaps we have not mentioned,
which is looking at the impact of the existing
arrangement of credits and benefits in low-earning
households can act as a disincentive, if one person is
working, for the other partner to take up work, if
what they lose in tax credits and benefits wipes out
pretty much the wage, especially if you get childcare
costs to oVset against the wage. We would like the
Treasury to have another look at that. They know it
is an issue and they have done something about it,
but it is still a problem.

Q209 Jenny Willott: That applies particularly to
larger families, as you were saying?
Ms Ariss: It is a big issue for low-income families,
and you do find, for example, Pakistani and
Bangladeshi men often are poorly paid, so that
might be part of the reason why Pakistani and
Bangladeshi women have lower employment rates.
If they get a job, they lose so much in credits and
benefits that it is all worked out, so there is not much
incentive.
Chairman: Thank you very much. Thank you for
your time and assistance.
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Q210 Chairman: Good morning everybody,
welcome to our fourth evidence session on our
employment inquiry. Good morning to our
witnesses, again to Dave Simmonds, and it is very
good to have you with us, Mr Shand. Can I start by
asking—because it does seem to cause
controversy—how should the 80% rate be
calculated?
Mr Simmonds: There is a nice technical question for
9.30 in the morning! If I can deal with this first? First
of all, we believe that a rate should be a rate and
therefore the present definition that we have for
working age should be the denominator that is used
for calculating the rate, and that of course is defined
from school leaving age to state pension age. Whilst
there are suggestions of other denominators we still
believe that the rate 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. At either end of the age spectrum there are
going to be debates. At the lower end the
Government has targets for increasing the number
of young people in higher education, quite properly.
But at the same time young people still have choices;
they have choices as to whether or not they do go
into higher education—and it is not suitable for all
and maximising work for them is important—and
making sure that they are either in education,
employment or training. Of course, even if you are
in higher education as a young person many of them
want the opportunity to earn money—indeed, many
need to earn money to support themselves through
their higher education. And we have to remember,
further, that the definition of working used is only
one hour of work per week, so that does incorporate
all of those people at work, the younger age groups,
who are both in higher education but also can
sustain their casual work in bars or supermarket odd
shifts and so forth. So we still believe that certainly
in using the one-hour criteria that younger people
should still be kept in. Patently there is a debate just
opened up as to whether or not school leaving age
should move up to 18, in which case we think the
definition should change to reflect that—it would
move up to 18 because it is only at that point that
people become active within the labour market as a
whole. At the other end of the age spectrum we
believe that the rate should be calculated by the state
pension age. That is again the point at which people
have a choice in terms of retirement or carrying on

working. Whilst we understand that it is important
that older people have the choice to carry on beyond
the state pension age, still in terms of this country
and in terms of overall productivity and so forth the
expectation is that it is up to the state pension age
when people are full members of the working age
population. So we still believe that the definition of
working age rate should reflect the changes in the
criteria for the state pension age. So when it moves
up to 65 for women the denominator will change;
when it moves up for men to 67–68 then again the
denominator will change.

Q211 Chairman: Do you think that the one-hour
rule is valid?
Mr Simmonds: It depends which way you want to
look at it. If you are measuring overall economic
activity within the labour market, yes, it is valid. If,
on the other hand, you want to measure the extent
of activity for particular groups of people and their
ability to earn a decent living wage without the need
for top-up of benefits and so forth, then probably no
it would not be valid. Certainly if you are trying to
measure the numbers of people that are engaged to
one extent or another within the labour market then
that is the biggest measure. If you have other criteria
which you want to measure how work is distributed
across society, then you would look at other
measures underneath.

Q212 Mrs Humble: Two questions. First of all, a
follow on on the one-hour rule. As I am sure you are
aware, there are many young people who are not
working oYcially when they are supporting
themselves in further education, and so in a way the
one-hour rule is a nonsense; they may well be
working five or six hours but doing it unoYcially,
and so they are on nobody’s radar. Secondly,
because the media all too often just look at raw
statistics and headlines, here we seem to have a
statistic on the number of 16 to 19 year olds that can
be shown to be working with regard to the
Department for Education, where we see the
number of 16 to 19 year olds in work going down,
and they can argue that that is a success for them
because they are keeping more people in the
education and training system rather than them
going into work, but those same statistics drag down
the overall statistics for the Department of Work
and Pensions. So is it really realistic for us to include
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that group of 16 to 19 year olds in the overall
statistics for the 80%, or should they be considered
separately, and then we can have a more nuance
response to them?
Mr Simmonds: Yes, an important question. First of
all, they are considered separately in terms of one of
those sub measures, and certainly when it comes to
looking at the numbers of people that are not in
education, employment or training. So the number
of “Neets”, so-called, is a persistently asked question
at the national level and also the local level and of
course is absolutely central to the aims and purpose
of connexions. I think the more important point is
that we still believe that the 16 to 19 year olds should
be within the employment rate measure, but, yes, of
course, the DofE’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 eVects should be, and actually is, to redress,
refocus policy makers’ attention on to the other age
groups. So if we are going to be taking one age group
increasingly out of the labour market, irrespective of
the one-hour rule, it means we have to put more
eVorts 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 eVorts. I think in part the reflection
of the quite rapid increase in the number of people
over 50 in the labour market has been in part a
reflection of that shift which is happening. So it is
still, we would say, a positive thing as long as policy
spotlight switches towards the older age groups.

Q213 Mrs Humble: So it is a good thing because it
makes the Department work twice as hard for a
diVerent group of people?
Mr Simmonds: Exactly.

Q214 Chairman: However it is defined, what are the
key challenges in achieving the 80%?
Mr Simmonds: First of all, looking back we have
seen a rapid rise in the employment rate since the
early 90s, and of course it has shifted up from around
70 to 75 to date, showing that it is possible to gain a
full 5% point, which is why we do think that the 80%
is achievable. However, since around 2000 we have
been on a plateau, so the key challenge—the key
challenge—is how do we kick-start both the supply
side and the demand side of the economy to get us up
oV that plateau? As such, certainly from Inclusion’s
point of view, we turn the spotlight on in terms of
our primary interest of what needs to happen to
close the employment rate gaps for disadvantaged
groups in the economy. If we are going to achieve the
80% it cannot be done without pulling in more of
those disadvantaged groups into the labour market.
Of course, it could be done if we were pulling in a lot
more migrants and it could be done if the work-rich
got even richer, but that of course runs the risk of
labour shortages in some areas of the country, and it
will also run risks of skill shortages in some areas of
the country, which is why it is critical overall in terms
of the macroeconomic policies as well to make sure
that there is always suYcient public investment in

support for disadvantaged groups, as well as always
asking the question as to whether or not we have the
legislation right as well in terms of placing increasing
requirements upon employers to recruit those
groups.
Mr Shand: If I could just add to that? I think from
the local government perspective and the cities in
particular, I think there are three particular issues
upon which we would focus. Firstly, issues of
engagement and about how we start to attract and
involve our residents in employment support and
training services. There are huge numbers of people
on incapacity benefit, particularly within the cities,
who have been disengaged from most mainstream
services for, on average, nine years in Manchester,
for example. So it is a huge task of finding ways to
connect with those individuals and to encourage
them to think diVerently about their future and their
lives and the support that they can gain from
working with voluntary groups from providers and
from mainstream agencies. The second issue that we
focus on in the local government sector is that of
skills, and clearly if the overall demands of
employers continue to increase many individuals,
particularly those who fell out of the manufacturing
industry 10 to 15 years ago, do not have the right
skills to be able to compete in the modern labour
market, and there are real challenges to ensure that
those individuals within our areas are able to gain
skills and compete if we are going to hit the 80%
rates. The third area is the one that was touched on
around employer involvement, about how we get
employers, particularly where we have active labour
markets in places like Manchester, to think
positively and have approaches that are going to be
open to individuals that have been on long-term
benefits to eVectively compete with other sources of
labour for the jobs have been created.
Justine Greening: I just want to pick up on a point
that Dave Simmonds made, about the role of
migration in reaching the 80% target. Would you not
agree, though, that that is an extremely ineYcient
way of reaching a target, given that we have by some
measures 1.7 million unemployed, 2.7 million on
incapacity benefit, the vast majority of whom want
to work? And that having more migration would
mean that in the numerator and denominator in the
80% we have talked about you have a plus one on
both, whereas if we can get somebody who is
currently unemployed or currently on incapacity
benefit into work the denominators stay the same
but the numerator goes up? So do you not think that
increased migration as a way of tackling this is a
fundamentally ineYcient strategy that possibly
penalises people here who want to work but cannot
find work, and is an easy route out for the
Government to take?

Q215 Chairman: In considering that, I do not think
it is any way declared government policy that you
have migration to achieve the 80% employment
target. I think that is a completely diVerent issue, but
you carry on.
Mr Simmonds: The level of migration certainly since
2000 has been high by all accounts.
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Q216 Justine Greening: We do not know the figure;
I think that is part of the problem.
Mr Simmonds: There are various guesstimates
ranging from 500,000 to 700,000, various figures
coming out pretty much every week around this.
What is clear is that the economy has successfully
absorbed those migrants and certainly what we
see—

Q217 Justine Greening: Can I just ask you what
evidence you have to support that? Every week in my
surgery 50% of my casework relates to immigration
and a large number of those people coming to see me
because they still have not been told whether they
can stay indefinitely. Many of them will not be able
to work until they get that final decision. If they are
given a final decision to stay it is not clear to me,
based on the fact we do not know how many people
are waiting for indefinite leave to remain, how you
can make a statement that we absorb those people
who were already here into the labour market?
Mr Simmonds: I was referring to those people who
were coming in, which is still the largest group,
coming in from the EU and seeking work and
finding work and have actually added to the
denominator, and we still have the 75%. So certainly
in terms of ONS figures, in terms of population
estimates and revisions, then they are included, but
the employment rate has actually remained the
same. I completely accept that there is a large group
of people as well who have not had their decision for
indefinite leave to remain and that does put them in a
very diYcult position when it comes to employment,
but the general point that I was making was that we
have had a high level of EU economic migrants, who
have successfully been absorbed into the labour
market, they have found jobs and are successfully
contributing to the UK economy as a whole, and we
see that as a good thing at the macroeconomic level.
However, there 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. The big message there—and
I think the big debate and one which still needs
teasing out a lot more—is that there is a key
diVerence between those economic migrants and our
benefit claimants. First of all, economic migrants are
coming and actively seeking work—positively
wanting to find work because that is their purpose in
coming here. But for many of our benefit claimants,
especially those people on incapacity benefit and
income support, many of those we class as inactive
claimants, people who are not seeking work. So a
fundamental point is that as soon as you are looking
for work you are more likely to find it; if you are not
looking for work you will not find work.
Chairman: We do have a programme to get through.
Can I bring in Mark Pritchard?

Q218 Mark Pritchard: I wonder how you factored in
language as a way of accessing the work place. My
own view is, if you are a migrant or asylum seeker
seeking a British passport you should undertake and

be encouraged to learn the language. Why? Because
you need to know your rights under the law as well
as your responsibilities. Also, I think it is a no-
brainer to say that if you can speak the language it
is pretty helpful in finding a job. Could you comment
on that? Secondly, in relation to the micro level,
what evidence there is—and certainly my area in the
West Midlands is anecdotal evidence, which I find
concerning because I think it will undermine social
cohesion and community relations in the medium to
long-term—a sort of no-go area, but nevertheless I
speak my mind—and that is the point of wage
deflation, not only people losing out from people
from other countries for a single job, but also the
assumed wage deflation, and with other costs of
living going up wage deflation is not something that
most families want to hear about, certainly the main
breadwinner of the family. Finally, within that
overall context, of course unemployment is at a
seven-year high. So if you have unemployment rising
and you have wage deflation and you have more
people competing for fewer jobs then I think there is
a recipe for what has been, traditionally, very good
community relations in this country being
undermined, unless it is grasped very quickly,
particularly with the accession of Bulgaria and
Romania coming very quickly.
Mr Simmonds: Language is obviously important
and the level of support which Government gives to
ESOL on training we certainly believe it is not
suYcient, it should be increased. Certainly in terms
of our anecdotal evidence, again if you are looking
at the majority of economic migrants they want to
learn English, they recognise that it is important for
getting on in work and the vast majority do pick up
suYcient English language skills to be able to
maintain sustained employment. But still there will
be some migrant groups that need more support and
that is where ESOL training is incredibly important,
and it is incredibly important that it is actually
working within those migrant communities
themselves, which brings us round to making sure
that there is local flexibility and a local ability to
make sure that there are suYcient standards and
levels of services within those communities because
otherwise you are right that cohesion is going to be
undermined rather than reinforced. In terms of the
wage deflation point, very briefly, there is no doubt,
as I have already said, that there is increased
competition at the lower end of the labour market
for jobs, and that does have an eVect on wages. From
our point of view it is one reason why we think that
the minimum wage should continue to increase.

Q219 Chairman: Just for clarification, since 2000 the
level of oYcial vacancies in the economy has
remained constant, has it not?
Mr Simmonds: Yes.

Q220 Chairman: What have we learnt, if anything—
and both of you have referred to disadvantaged
groups—about what works for those groups?
Mr Shand: I think the experience certainly in
Manchester and a number of other cities is how you
start to work with and through local community
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organisations, how you develop a clear presence
within communities that have a number of
disadvantages, and how you are able to be flexible
and tailor services to the needs of individuals. I think
a real challenge, particularly for the local authority
sector, is how we get suYcient flexibility at a very
local level to be able to bend a mainstream activity to
reflect the specific needs and barriers that individuals
might face. The city has been running a project with
individuals on incapacity benefits for the last three
years and we have worked very closely with
Jobcentre Plus using neighbourhood renewal funds
to try and find ways in which we can supplement
mainstream programmes and to ensure that local
individuals, particularly those furthest from the
labour market, are able to benefit and access and,
more importantly, progress from initial contacts
where we are helping them build their confidence
and motivation through to training and employment
support services, where they can be better prepared
to compete for work. On the specific issue of ESOL
as well, I would like to make one comment on that.
I think Manchester is one of those cities where we do
have large numbers of economic migrants coming
in, as well as large numbers of foreign students, and
clearly we have lots of individuals that are soaking
up entry level posts and jobs, particularly in
customer service industries. I think flexibility and a
joint approach between Jobcentre Plus, the local
authorities and the Learning and Skills Councils
about how ESOL provision is protected and focused
in those communities were language is a significant
barrier is very important. The overall lesson I think
we have learned from our experience is the greater
you can be flexible and tailor provisions to those
local areas and not try to standardise activity the
more successful you are in engaging and taking
people through a process.
Mr Simmonds: There are four key points in terms of
what works from our point of view. First of all,
increasing the individual employability of
disadvantaged groups—and I stress the individual
nature of that because every person is diVerent,
everybody has diVerent combinations of both pros
and cons when it comes to the labour market, so we
need a far more individualised system to increase
employability. Secondly, increasing the amount of
job seeking. If we arenot asking people to engage and
look at the labour market then they very often will
not, and we have seen the consequences of that over
the generations with incapacity benefit, where the
average duration is over seven years. Thirdly,
increasing the financial incentives to work and the
levelof in-work support and in-workbenefits, there is
no doubt that the Making Work Pay agenda is
absolutely critical and is the key both incentive and
disincentive formanydisadvantagedgroups.Finally,
and I think importantly, a new area of policy which
needs to be concentrated on is once we get
disadvantagedgroups intoa job it ishowwe thenhelp
them to stay in that job and progress in it. Certainly
the performance of many of our programmes have
been undermined in the past by high levels of
turnover, and it is a greater concentration of helping

people stick in work rather than recycle around
benefits which is an important new area of policy.
Mr Shand: A final point, Chairman. Our experience
locally is that once you help individuals who have
been away from work for a very long time overcome
some of the confidence barriers and attitudinal
barriers as to what engaging employment support
might mean, our experience is that it is very
successful, and Stepping Stones, for example, the
project we run with Jobcentre Plus, we have engaged
and worked with around 3,500 people and by the
end of this year we would have helped 2,000 people
from IB back into work. What has really surprised
us is that once you overcome those initial barriers
that people really then go on very fast and it is really
worth making that initial investment to overcome
the confidence issues to get them involved, because
it does work and they do get into employment.

Q221 Chairman: There will be questions later on
about the City Strategies, so I would ask you not to
venture into that, but how well do you think
Jobcentre Plus and local authorities are working
together? Is that element of the local area
agreements actually operating? Is it successful
everywhere, is it patchy and is the Accord more than
just a piece of paper?
Mr Shand: I think the Accord that was signed in
2003 helped to set the foundation for greater
collaboration formally between Jobcentre Plus and
local authorities, and certainly through the LGA it
has given the opportunity for local authorities to be
involved at a strategic level, both the LGA and
individual local authorities themselves, in the design
and development of the Green Paper and City
Strategy that has followed. So I think in terms of the
impact of the Accord it has been very useful in that
way to get a foot in the door, if you like, but also to
ensure that local authorities’ views are conveyed as
part of the national policy development. I think in
terms of the practical relationships between
Jobcentre Plus and local authorities it is fair to say
that it will vary across the country. I think where you
have had a strong relationship over a number of
years it is starting to work well, but I think that the
issues about the outcome of the local area
agreement, Refresh, and the production of the
business plans for the City Strategy will really be
quite telling about in practice how much change that
brings about in terms of diVerent working
arrangements between local authorities and
Jobcentre Plus.

Q222 Mrs Humble: Can I explore a little further the
eVectiveness of the current programme. Can you tell
us if you think that there are particular groups that
are not well served by the current programme? I am
especially interested, David, the comments that you
were making about the over 50s because you told us
a minute ago that there are more over 50s now going
into the labour market, and yet we have been given
evidence to suggest that participation in the New
Deal for over 50s has gone down. Can you square
that circle?
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Mr Simmonds: The employment rate for over 50s is
on a very firm upward path. Go back to 2000, the
employment rate was about 67%; it now stands at
almost 71%. So that is quite a rapid increase, and if
we look at that trend then it is going to meet the
present national employment rate of 75% at around
about 2010–11. So one of the disadvantaged groups
will no longer be technically disadvantaged. That is
not to say that there are still lots of over 50s who
have other disadvantages and will still be
unemployed for a range of other reasons, given the
multiple barriers and so forth. So, overall, the
numbers of over 50s are increasing quite rapidly.
When it comes to participation on New Deal for 50
plus you are right that numbers have been going
down and, if I remember rightly, the job outcomes
do not look too good either, but here we have to look
at New Deal 50 Plus that made a relatively small
contribution to achieving the increasing trend for
over 50s, and what that is saying is that the supply
side interventions probably are not so important for
the over 50s; rather, it is the demand side pull and
employers saying, in part helped by the age
discrimination legislation, “We positively want to
pull over 50s back into the labour market. Whilst we
were busily shedding them we now see this as a pool
of labour that is experienced, that knows how to deal
with customers, knows what is required within a
work place, knows it is important to turn up on
time,” et cetera. So the overall message we are
getting from that is actually it is probably the labour
market as a whole and employers adjusting more
and actually Government supply side interventions
are relatively less important.

Q223 Mrs Humble: Do you think that Government
interventions through New Deal could be important
for those people who have been on benefits for a long
time, who were furthest away from the labour
market, who need to be winkled out of their
armchairs, because many of the over 50s who are
actively participating may well be people who have
given up one job, taken early retirement, for
example, and then decided that they want to go back
into the labour market and there are new
opportunities. So it is the entrepreneurial group you
were talking about earlier, who were already active
who were getting in there, but what about the
hardest to reach people? And should we, for
example, be looking at some sort of compulsion for
New Deal 50 Plus to get those people who are not
having anything to do with the labour market?
Mr Simmonds: For us that is more of a matter where
multiple disadvantaged comes in because those over
50s who remain out of work will inevitably have
health problems and will be on IB, and, yes, more
support through, for example, Pathways and the
Stepping Stones example from Manchester is
important. It is not our view at the moment that any
greater compulsion is needed around that, and I
think we need to get that legislation in; we need to get
Pathways working across the whole country before
there are any further decisions about further
responsibilities. But also there is the issue of low
skills. Many of those over 50s who are out of work

are classed as having low or no qualifications; that is
about when they were at school, it is about how their
skills are not recognised within the qualifications
framework, and so you bring into question the
problem that we have with the actual declining
employment rate for those people with no skills. So
for us it is more of an issue of looking at how these
diVerent disadvantages combine and how you tackle
it for the individual, given that there is a multitude
of combinations and permutations of the diVerent
disadvantages.

Q224 Mrs Humble: Wayne, I would like your
comments on whether you think there are particular
groups that are not well served by the existing
programme, but I also want to pick up on the
comment that you made in answer to a question
from the Chair about flexibility within the system,
and you talked about initiatives in Manchester and
in other parts of the country where there is flexible
working between DWP and local authorities. How
can that be better improved in order to get those
groups of people who are not best served by the
existing operation? And who are these groups, as
well as the over 50s—or not?
Mr Shand: I think our experience has been that it
took a fairly long time, probably the best part of a
year, to get to a point in our relationship with DWP
nationally and Jobcentre locally to start to get below
the headline statistics. I think what has been really
important for us is to be in the position where we
can start to understand the dynamics within
communities and to segment the market almost. So
the approach that we have taken with Jobcentre Plus
with our NRF project, but not in the mainstream,
one might say, is to set a number of criteria for those
people who have been on IB for two years or more,
and basically to have a target group within that. In
Manchester we have 37,000 people approximately
that are on incapacity benefits, and of those, once we
take out people with terminal illnesses or very
serious disabilities or people who are very close to
retirement age, you end up with about 40% of the
overall stock, and that is where we have focused our
activity. Within that, I think what we have tried to
do is to identify both geographical communities but
also target groups themselves, which would include
the ones we have mentioned—the over 50s, young
people on long-term benefits as well as people from
minority communities and people with disabilities
would be our priority areas for intervention. But in
some ways what we have tried to do is to have those
as medium-term targets but work below that to
focus activities so that there is suYcient volume
within communities to try and deal with those
areas where you have almost an overbearing
concentration of worklessness, which we think is one
of the factors that continues to position Manchester
as one of the most deprived areas in the country,
despite the rapid economic growth that is taking
place in the sub-region. Two particular issues which
I think are important around the point on flexibility,
one is the complexity of existing mainstream
services, particularly with JSA, for example, that 18
to 24 year olds have diVerent eligibility criteria from
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over 25s, so diVerent eligibility criteria from 50 plus,
and I think what we would want to see is greater
flexibility locally to be able to move the entry points
for those services so that we can better reflect the
needs of our communities; but also to look at
encouraging work across public sector agencies, so
particularly on the skills agenda with the LSC and
Department of Health and GP practices and the
health sector’s involvement, and DTI in terms of
business support. I think part of the issue in terms of
eVectiveness for us is about not only how you start
to engage and involve individuals in employment
support and have a flexible approach at a local level,
but also how you have a joined-up approach across
government departments to make the most of the
resources that are available.
Mr Simmonds: Can I just add that as far as I talked
about the over 50s I did not answer your main
question about who is least well served. I think put
simply it is those people with multiple disadvantages
who are not well served. I am not going to single out
a group of people because I think that is almost now
missing the point, because 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, who are
actually highly employable bar one significant
barrier, where a one-size fits all type approach might
work, and does on a regular basis for many, those
who are not well served are those where it is
a lot more complicated—diVerent permutations
and combinations of disadvantage, as well as
geographical disadvantage in terms of where they
are living—and our present system is not geared up
suYciently to tackle the hardest cases.

Q225 Mrs Humble: We are running out of time and I
have two questions and I would welcome fairly brief
answers. The first question follows on from the issue
of complexity because the people who are dealing
with that complexity are the personal advisers. Do
you think they are up to the job?
Mr Simmonds: Yes and no. There are some excellent
personal advisers and you just have to go and sit
with a bunch of them and they are absolutely
fantastic, they are doing a great job. However, the
overall quality constantly needs improving. As
problems and issues change, up-skilling and training
of personal advisers is critically important, plus they
also need freeing up, and I still do not believe that
there is suYcient freedom in the system as a whole to
enable personal advisers to take the right decisions
for individuals. If you look at the equivalents in
Employment Zones, that is where those personal
advisers are taking decisions around what
individuals can and should do and have a pot of
money to help them do that—they have that
freedom. But within the Jobcentre Plus personal
advisers their hands are tied, so whilst there is a lot
of willingness by PAs, a lot of enthusiasm and
commitment by a lot of them for their job, I am
afraid we are still tending to tie their hands far too
much.

Mr Shand: The very brief answer is that our
experience is that the PAs that work with the hardest
clients need to be the best PAs and generally need
additional training to be able to deal with the
complexity of the issues.

Q226 Mrs Humble: Finally from me, Building on
New Deal, why has it not worked? Why has it not
worked as well as we wanted it to? The Government
reduced the number of pilot areas. What has gone
wrong, what should go right, what is the future for
BoND?
Mr Simmonds: We said back in the summer, I think,
that BoND should be buried because in eVect, 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. So from that
point of view we have to see it as a direct casualty of
the tough settlements for DWP and Jobcentre Plus
as part of the CSR. We still dispute the fact that it
would actually cost more money; we have not seen
any conclusive from the Department as to why it
should cost more money. Actually 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. So
we still hope that those principles are alive and well.
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, and
probably BoND as a Green Paper at the end of the
day. Part of what we were saying was bury it because
that has now gone, let us carry on with the debate
and 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.
Mr Shand: Very quickly to say that I think we would
encourage the Department to not proliferate
activities of a vaguely similar nature. I think some of
the principles of BoND were right but as there has
been very little progress we would encourage them to
reintroduce those principles as part of the City
Strategy Programme.

Q227 Miss Begg: That leads me very neatly on to the
questions on City Strategy because I was going to
ask—and I think you have just answered it—
whether with City Strategy we might see the son of
BoND rising and whether it works. A very simple
question to begin with is how well do you think the
development of Cities Strategy is going?
Mr Shand: In some ways it is a bit early to tell. I think
the local government sector welcomed the Green
Paper and welcomed the introduction of Cities
Strategies. I think the local authorities are working
very closely together and with DWP to produce
business plans. We are being actively encouraged by
the Department to be challenging and to identify
those things that we think will make a diVerence.
Those will be put within the business plan and it will
be submitted by local authorities, local consortiums
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in December, to DWP. I think one of the concerns
we have is that the experience of local authorities
through the local PSA Agreements, the local area
agreements in our City Strategy, is that lots of things
have been asked for and lots of challenges have been
made and it has been very diYcult to get a positive
response back. So I think we welcome the
opportunity but we wait to see how eVective it is in
practice.
Mr Simmonds: Just briefly, it was John Hutton in
launching it who said that he wanted City Strategies
to be challenging and it has precisely been that, so it
would be foolish to say that everything is going
swimmingly because it is a very challenging set of
issues that both local areas have, as well as central
government in changing how it thinks and behaves.
So I would say, relatively speaking, over the time
period, over the three or four months since people
have really got down to business, that progress has
been pretty rapid, relative to the scale of the
challenge and relative to what people have to do. As
I constantly say, you are told to deliver a one-size fits
all solution for 10 years and then you are told to start
thinking again and be challenging, and you cannot
do that overnight. From our point of view, the areas
that we have been working, there have been some
fascinating debates and discussions at the local level
as to what the local solutions should be to their local
problems, and at long last now our local partners are
sitting around the table, they are discussing what the
problems are, analysing the nature of the problems
and identifying what the solutions might be. But let
us not kid ourselves that that is not an easy task
everywhere, because it is an entrenched problem
plus, also, certainly at the local level, a lot of the
capacity to analyse and to look at the nature of local
labour market failure, to look at all the diVerent
funding streams coming into an area, and just to
map activity is a vast job in itself. So progress to
date, relative to the scale of the challenge, I think has
been pretty good.

Q228 Miss Begg: You touched on the fact that one
of the crucial elements of the City Strategy is the
ability to pool the funding, so if I can take
Manchester as an example, what funding streams
have you identified? Are there barriers to proving
this? Is there extra flexibility that the Government
needs to put in place in order for those funding issues
to be brought together? Is it going to be possible to
coordinate all of this at a local level and do you have
any evidence that the Health Service or some of the
other agencies involved are beginning to get very
protective of their funding and are therefore putting
up unnecessary barriers into bringing all that
funding that needs to happen into that single pool?
Mr Shand: It is a big question but I will try to be
brief, Chairman. The work that we have done within
Manchester and Greater Manchester is that we have
gone through a process of trying to map what
resources are available and working on this issue and
these client groups and what provision is in place
and how that fits or does not to the needs of the
people we need to support. To be honest, where we
have been more successful is having discussions

around non-core budgets and about how they are
brought together more eVectively. So with the
Learning and Skills Council, for example, we have
eVectively pooled some of the money for local
learning in deprived communities with our NRF
resources. 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. Where we have had
success is in those areas which are large or small
relatively but are not part of the core service
provision, particularly that which Jobcentre Plus
oVers. What we have tried to do is to manage the
relationships locally and nationally, so where
departments are reluctant or not in a position to
pool resources to at least align them, so we have a
very clear set of goals and objectives and any
positioning activity is aligned so that they all fit
together as best they can. I think there is a certain
institutional resistance from the departments to let
go of responsibility for some of their areas so I do
not think we are quite there yet in terms of it, but I
think certainly the challenge for City Strategy going
forward is to demonstrate that we can achieve
additional impact from those areas where we do
work together and pool resources. I think in terms of
health it is not an issue that we have made a huge
amount of progress in. We have as part of our plans
closer working with GPs and to ensure that we have
suYcient capacity within the condition management
programme, so that we can help those people who
have chronic long-term issues to manage pain or
manage their health conditions, but to put support
in place where it does not prevent them going back
into work. It is early days and it is a bit of a mixed
message, but I think there is a certain pull against
pooling resources themselves.

Q229 Miss Begg: Can you see yourselves at some
stage, if the blocks are there that you need to
unblock to deliver a City Strategy, knocking on
Government’s door and saying, “You are going to
have to come in and help us here,” or do you think
that the solutions will largely be at a local level?
Mr Shand: No, I think, again very bluntly to keep it
short, that unless the Government departments
release grip and allow greater local delegation to this
then City 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
City Strategy will not work.

Q230 Miss Begg: Do you have any evidence that
things are changing?
Mr Shand: We are optimistic. As we say, the process
of producing the business plan is going to be the
telling point.

Q231 Miss Begg: Obviously as the plans have to be
submitted in December, is it too early to give us any
timescale of when we will start to see City Strategies
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work on the ground; that there will be some impact
on the individuals that will be aVected by City
Strategy?
Mr Shand: We have been running, using our own
resources, a programme called the Core of City
Strategy for two and a half years now in Manchester.
I think that in a small way it has demonstrated that it
works if we can engage the right people and support
them. We have set ourselves very stretching targets
for Manchester and tried to get 12,500 people oV
long-term benefits into work over the next three to
four years, and we would know by the middle or the
end of next year about how eVective both the
management and administration of City Strategy
has been and the buy-in of Government, but also the
real impact that it is having within our communities.

Q232 Miss Begg: We visited Glasgow a couple of
weeks ago. They conducted a mapping exercise to
find out exactly where the provision was across the
city and have set up a programme called the Equal
Access and Full Employment Areas Initiative
specifically to fill the gaps in provision. Have other
cities done something similar? Have they got a
separate body that is there to fill the provision or
how have other cities tackled that to make sure it is
covering all aspects of employment in the city?
Mr Shand: I think most of the pilot areas of the City
Strategy, and there are 15 nationally, are engaging in
the process of trying to do that sort of mapping
exercise. We have done it in Manchester. We
established a skills board two years ago to try and
bring the strategic commissioning and delivering
agencies together to do exactly that. The intent was
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 eVectively as they can, but Dave might
have a view on the rest of the authorities.
Mr Simmonds: I think you can go to every single
local authority in our cities and point to a local
initiative that is being taken and funded somehow,
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. That
action is happening all of the time in our major cities,
and the important thing is that, through the City
Strategy crisis cities have now got the opportunity to
build on those initiatives that they have been
running for some years, like the Jets or the one-stop
shops in Liverpool and those equivalents in
Southwark and so forth, you can point to all of
those. However, I would reinforce Wayne’s point
that city strategies will not be as eVective 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 City Strategy
pot is incredibly important.

Q233 Miss Begg: One of the other things we have
seen in Glasgow, and it is a criticism that we as a
Committee have heard before, is that a lot of the
services tend to cluster around job search and
usually those closest to the labour market and there
are not the resources put in to either bring the people
who are furthest away from the labour market closer
to the labour market or, indeed, to sustain people in
work once they get a job. Is that something that
exists everywhere, is it just in Glasgow, or is it often
the way that New Deal works as well?
Mr Shand: There is a gap at that end, and I think that
is where we have concentrated some of the eVort for
our Neighbourhood Renewal Fund. There is a
principle. Certainly we have tried to set out, within
our City Strategy, a proposal about how
Government needs to think diVerently about
resourcing in the future. I think, broadly, we would
think, certainly in Manchester, that in total, for the
whole public sector, there is probably enough
resource there to do the job, but we need to be more
flexible about how we use it and more intelligent
about how that is commissioned and applied. If we
can get that working properly, there is probably
enough core resource there to get where we want to
get. However, I think there is an issue going forward,
particularly with NRF finishing at the end of next
year, that there will be a gap with regard to those
people that are furthest away from the labour
market. Certainly one of the principles that we have
tried to articulate to Government is that, by getting
thousands of people oV of benefits into work, there
are huge savings to be made in terms of benefit
payments, there are huge benefits to the Exchequer
in terms of tax revenue as well as local economic
impact, and one of the principles that sits within this
is about how Government recycles some of that
resource to make sure that there is suYcient capacity
at a local level to continue to do that engagement
work.
Mr Simmonds: I should flag up the concern around
the future of the European Social Fund and the
Equal Programme, which, of course, is on a rapidly
declining route. Many of the additional programmes
that we have been talking about, and you have
looked at, are probably, one way or another,
supported through the ESF, and the withdrawal of
that cash progressively over coming years is of grave
concern at a local level. Again, from our point of
view, that just points in the direction of the critical
importance of freeing up the mainstream so that it is
better able to fund those local priorities and the
range of diVerent services that are needed. At the
moment I would say that we are too channelled
down the main core services. Actually, the point that
we are constantly trying to get over with the 80% is
that you cannot hit the 80% without acting on a wide
range of fronts, which means a wide range of services
and, in some cases, new services, specifically in terms
of the in-work support for disadvantaged groups.
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Q234 Miss Begg: A lot of that is to do with the
supply side. We took evidence as a Committee from
Cay Stratton on Monday, who said that employer
involvement is crucial, and in fact the model which
she presented was quite diVerent from the one that
we have heard most about this morning, which was
that you would engage with the employers first to see
what skills, what jobs they had available and then
look after your supply of pooled labour and make
sure that the programmes, the employment
programmed and the work share programmes
developed the skills around the jobs that were there
that were going to be available to them. To what
extent do City Strategies (and it may be diVerent
across diVerent cities, I realise) set out with the
precise intention of involving employers at a very
early stage in the planning and the strategic
development of services?
Mr Shand: Certainly for the Greater Manchester
City Strategy, employers have been involved from
the very outset. The Employers’ Coalition is a
member of the consortium. We are currently
working with the National Employer Panel in
running projects focused particularly on
employment for BME communities in Manchester,
and we have quite a mature group of sector networks
where we try to use some of the intelligence that
comes out of those to make sure that certainly the
work that we do for the schools’ board is specifically
picking up on the requirement that employers have.
As part of our work going forward, I think we have
tried to concentrate on two areas with regard to
employers. One is how we prevent large numbers of
people falling out of work and into long-term
benefits and provide particularly SMEs with the sort
of support that they need to manage chronic illness
or sickness in the workplace without those
individuals then falling into Statutory Sick Pay and
then potentially on to incapacity benefits and then
getting trapped in that loop. We are aiming to work
with the Health and Safety Executive nationally to
try and see if we can build capacity in that area. The
second area is the point around brokerage—it is
about that interface between the individual and the
employer—and we have run some activity over the
last couple of years that has tried to broker that
relationship and present individuals to employers. I
think we have learned a number of lessons from that
and I think that, as we go forward, what we are
looking to do is to both provide the support for the
individual to present themselves to the best eVect,
particularly when they are competing with other
people that will have a better track record in
employment than they will, but also to make sure
that the employers are aware of the support and
advantages in taking people from the register.

Q235 Miss Begg: Is it easy for employers to know
where to go for that help? Is there a one-stop shop
for them? Again, in Glasgow—and I have taken a
knowledge of what happens in Aberdeen—various
providers go out to the employers and so a single
employer might be approached by a number of
diVerent job brokers, or whoever, seeing whether
they will place some of their clients, rather than it

being a single body that the employer can come to
and say, “I need somebody with these skills”, and
then it is divided out to whoever it is that can supply
the individual with those skills.
Mr Shand: Certainly, in our case, not at the moment.
We have got the LSC, the colleges, Jobcentre Plus
and other projects that are all approaching
employers and one of the aims is to streamline that.
We need to be aware as well that employers will not
just work through one route. As well as trying to do
what we can to capture some of the jobs and present
individuals to employers in the best way that we can,
we also need to make sure that the individuals
themselves are competitive and are able to compete
on their own terms with others that are also going
for jobs.

Q236 Miss Begg: Professor Ivan Turok argued that
there is a basic choice to be made between a
decentralised approach or a more closely planned
and co-ordinated city level framework. Which do
you think should be pursued?
Mr Simmonds: Certainly we see that the
fundamental building block of a city strategy is the
ability for local partners, both policy-makers and
politicians and the diVerent government agencies, to
come to a strategy which is based on a firm, sound
understanding of their local labour market, where
the local labour market failures are and what needs
fixing to increase their employment rate and to
tackle the entrenched worklessness in some of their
areas. In that way, it is more likely to be the case that
the solutions that are put in place will actually be the
right solutions for those local problems, but that
does mean that local partners do have to approach
the job in the first place by a very sound analysis, by
sharing local labour market information, and that
means Jobcentre Plus and LSC actually sharing data
and their understanding of the local labour market
so that we are pooling together all these diVerent
perspectives of how the local labour market is
working, and that includes employers as well.
Certainly, from our point of view, we think that the
increased performance that City Strategies can bring
will be precisely because they are better at
identifying what the problem is and therefore what
the fix is.
Mr Shand: Briefly to add to that, to some extent it
does not matter. At the end of the day what we need
is a responsive local system that meets the needs of
the people that we want to support. If we have got
either devolved government arrangements or we
have got a more flexible and responsive national
system, either way it works, as long as we get the
outcome that we need at the end.

Q237 Miss Begg: In that case, how should the
success of the added value that City Strategies will
have be measured?
Mr Shand: I think its impact in those communities
that we want to serve.
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Q238 Michael Foster: Do you have a view as to the
relative advantages and benefits of employment
services being delivered by Jobcentre Plus as
opposed to the private and voluntary sector?
Mr Simmonds: We are constantly looking at who
can best provide the most eVective performance, and
the answer to that, over the years, will probably
change. We certainly do not have a dogmatic,
ideological view that one group of providers is
automatically better than another group of
providers or better than a large national agency.
Certainly we do believe that it was the right decision
to strengthen the Employment Service at the time in
1997 to enable it to run the New Deal, because that
was the only way in which you were going to get oV
the ground what actually was a massive exercise, and
the Employment Service successfully delivered that;
but we are now living in a diVerent labour market,
we are living in a diVerent society insofar as people’s
expectations of public services are, quite properly,
increasing and it is about how those services are
individualised, which is all taking us in the direction
that probably the delivery of employability support
is best delivered through the private and voluntary
sector; and we will always lump private and
voluntary sector together because, again, we see
some very strong pros and cons within the provider
sector in terms of what they can bring but similarly
for the voluntary and community sector as well. I
think the secret is how you get the system as a whole
working together and the best set of providers at a
local level. Again, I would say that the best people to
judge on that are those people at the local level with
suYcient control over the funding pot so that they
can commission the right sorts of organisations to
deliver that performance gain, because at the end of
the day that is what we are talking about. We are
looking at where we get that performance gain for
the most disadvantaged in society, and if the private
and voluntary sector can deliver that, then we are
for that.
Mr Shand: I think, generally, we would agree with
that position. One of the issues that could become an
obstacle is overcomplicating things. I think the

Witnesses: Ms Frances Parry, Employment Related Services Association, Mr Graham Hoyle, Association
of Learning Providers, and Mr Keith Wylie, Public and Commercial Services Union, gave evidence.

Chairman: Good morning. I am sorry our first
session overran, but we do really want to hear what
you have to say so we are going to crack straight on.

Q241 Mark Pritchard: Employment strategy. We
hear a lot about it. Is there any way you can try and
encapsulate what you think the Government’s
employment strategy is in a short phrase?
Mr Wylie: Our view at PCS is that we think that
Jobcentre Plus are having a significant impact on
helping the Government towards their employment
targets, but we need to put that in the context of the
backdrop of what is going on in Jobcentre Plus at the
moment where, over the past couple of years, the
Government have cut 20,000 jobs out of DWP as a

experience has been that, as Government has trialled
diVerent approaches to delivery of services,
arrangements for contracting or diVerent target sets
that do not fit together just make it harder to deliver
locally. So, I would agree, generally, that we want
the best quality and capacity of services locally to do
the job, regardless of which sector it is from, but
there needs to be a very clear structure about how
that is commissioned and delivered so that we do not
spend as much money on the administration as we
do on services delivery.

Q239 Michael Foster: We have had comparable
evidence, I suppose, by the way we have gone to talk
in particular to voluntary sector organisations and
their clients, that they welcome not just the
individuality of the programme but the ethos and the
confidence that they can build with non-state
employee programmes. Is that something which is
important or do you have any comment or evidence
to suggest that that is the case: because, in fairness,
I do not believe that we as a Committee have had the
opportunity to talk to those same clients who have
been serviced by Jobcentre Plus to the same extent in
any event?
Mr Shand: Our practical experience on the ground is
that voluntary and community organisations can be
very powerful advocates in communities that maybe
feel distant from local authority bodies or other
mainstream institutions. Certainly, as we go forward
with our City Strategy, what we are currently
working on is a new formalised arrangement with
voluntary and sector community groups to try and
help them to take the message out to the people that
their working with most closely, and I think that is
the key part of this, particularly if we are going to get
the volumes of people through into the City Strategy
and on to work that we need to hit the target.

Q240 Chairman: Thank you very much. It has been a
long session, but a very important one. You can read
about yourselves in our report!
Mr Simmonds: Thank you.
Mr Shand: Thank you.

whole. The vast bulk of those jobs have gone from
Jobcentre Plus. Many of those jobs that have been
lost are employment advisers who play a
fundamental role in ensuring that the Government
are reaching their targets on employment figures,
and so I think the picture that we would like to paint
is one of Jobcentre Plus doing the very best it can in
very diYcult circumstances with hundreds oYces
either closed or earmarked for closure. The
Government’s latest figures are 577 oYces. Many of
those buildings will be former job centres where we
provide a very good local service to communities. Of
course, the numbers of advisers going down means
that the amount of time each adviser has to spend
with an unemployed person has been reduced, and
we have had stories this week from some of our
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adviser members that times are being reduced to 10
minutes for a BSE interview, but that is clearly not
enough time to assess somebody’s needs, to assess
what their requirements are to get them back into
work, to judge how much training they will need or
what is the most appropriate way of getting them
oV benefits.

Q242 Mark Pritchard: I do have some sympathy
with that. We can all agree, I would hope, on
eYciency being sought in every organisation being a
good thing. Nevertheless, there does seem to have
been a figure plucked out of the air that we need to
cut back and it does not seem to correlate necessarily
with where unemployment is seen as a spike or an
upturn. Do you think that the Department for Work
and Pensions in relation to Jobcentre Plus should be
perhaps looking at it more intelligently and saying:
where do we predict and project certain
unemployment spikes and, therefore, we will only
take away those Jobcentre Pluses where
unemployment is going down?
Mr Wylie: Yes, we do, but we are finding it is a
relatively arbitrary approach, not just to the job cuts
but to the losses across the whole of DWP and
Jobcentre Plus in particular. We find ourselves in a
position where not only is there a distinct possibility
in Jobcentre Plus of compulsory redundancies,
which would be the first time in my memory that that
had been necessary, but we are also seeing the estate
being managed by the private sector and more
consideration being given to which buildings can be
closed to save money rather than which buildings
can be kept open to provide a better quality of
local service.

Q243 Mark Pritchard: Ms Parry, I wonder whether
you can comment on something in relation to youth
unemployment within the overall government
strategy. Do you think, even though the
Government’s intention is a good intention, that the
unintended consequence of that good intention vis-
à-vis getting more people to stay on and work later
on in life might be actually, down the line, taking the
time of youth unemployment, coupled with, of
course, more people in the public sector being asked
to retire at a later age. So, at the upper age scale you
have got more opportunity, some wanting to do it,
some not wanting to, and, as a result, not so many
people leaving the employment market place and,
therefore, young people trying to access the
employment market place, perhaps finding it more
diYcult than they have for generations?
Ms Parry: I think this, in essence, a skills question,
is it not? We have a situation where we are talking
about getting a million odd extra people into work,
but they must have the right skills. If we have young
people coming out of school at whatever age,
whether that is 16, 18 or even older, with the right
skills that the skills sectors are requiring, then we will
fill those skills gaps. I do not think the age of the
people who fill those jobs is a relevant factor.
Mr Hoyle: Can I perhaps the comment on both
those questions. I agree. I think it is a skills question,
as you are relating it to youth, but I think that is

actually quite important to your first question on the
employment strategy overall, because I do think, as
we heard from Dave Simmonds earlier on, we are
going into a new phase and at the moment Jobcentre
Plus, DWP have a strategy of getting people into
work—jobs first, I understand that—but the jobs
that most of the non-employed are capable of doing
at the moment, if they are capable of doing any of
them, are low skilled. That is not all, but most of
them. So, we have got a real almost arithmetical
problem hitting us here. The jobs that Jobcentre Plus
wish to put them into and then get them trained on,
because that is their strategy (using Train to Gain),
cannot work because the first open door of jobs at a
low-skilled level is fast disappearing, they will not be
there, and I think the strategy has to be reversed if
we are going to get a million people who are
currently not in work back into the labour market,
a labour market that needs them but which they are
not skilled for. You would have to skill them up first
and then move them into the labour market with the
skills that the employers want. It comes back to
some of the conversations you were having earlier on
about the employer input. We need to know what
employers want in a changing labour market, we
need to make sure that the non-employed have the
basic skills to do that, and then you can carry on
afterwards. That is a complete reversal of where
Jobcentre Plus currently go where they are saying:
“Find them a job and, if necessary, we will train
them up later on through LSC monies.” I believe
that cannot work.

Q244 Mark Pritchard: I concur with many of those
concerns. We touched earlier today on immigration.
Do you think there is potentially a conflict for those
who are coming in who have the skills that the
indigenous population do not have and, therefore,
are attractive to employers because, clearly, there is
no cost for the employer upskilling and there is no
loss of time in that upskilling process timetable?
Mr Hoyle: I think that underpins the point I am
trying to make. Employers need skills and they will
go to any market that produces those skills. If it
happens to be immigrant labour who have the skills,
they will take them on. I do not think that the cost
of that labour is the major factor, it is the availability
of that labour, and what we are saying here is that if
we have a million of the indigenous population that
we wish to get back into the labour market (and I
believe that is, quite correctly, and absolutely top
priority), then clearly we have to make sure that they
have got the skills to make themselves marketable
within that market. I just think at the present time
the current policy is not focused on that. I believe
quite strongly there needs to be a redefining of the
role of Jobcentre Plus, who find people work, and
the role of the Learning and Skills Council, who
train people for work, and I do not think those two
things are aligned properly at the present time.

Q245 Mark Pritchard: On this whole issue of joined
up government and strategy, we are all, hopefully,
batting for the same side in getting those people back
to work, whatever our party. It is in the national
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interest and in their interests that we do so. I just
wondered, following on from our last session, how
this strategy is brought about at a local level, at
micro level—how it is formulated, how it is
implemented, et cetera. Do you think there is an
argument for having a statutory requirement by
counties or by local authority areas to actually have
an employment strategy that it sends up to DWP but
has, within that strategy, key stakeholders, such as a
schools’ board, as we heard about earlier, such as the
local Chamber of Commerce, and so on and so
forth, because at the moment it seems very patchy?
Yes, people are feeding back to the DWP people, but
there does not seem to be any statutory requirement
to do so, and I think that would help the centre of
government, whoever that might be, understand
what is going on perhaps more easily but also allow
local authorities, who perhaps are best placed to
understand what is going on locally, to take the lead
in co-ordinating that eVort.
Mr Hoyle: I would have thought, through regional
development agencies and, indeed, through the
Learning and Skills Council and local authorities,
there are probably the mechanisms to do that now.
To make sure it is done I think is important.
Statutory can be rather inflexible, but I certainly
would not want to see a statutory requirement to
produce a strategy in a very fixed predetermined
way. That seems to me to be quite wrong. If you are
talking about the need to make sure it is done
properly, I think I would agree with that, but I would
still want to see localities with considerable freedom
to work out what that strategy should be on a local
basis if that tries to combine the two things.
Ms Parry: The key issue, surely, is the connectivity
between DWP and the Learning and Skills Council.
The only minor issue I would take with Graham is
that we would see employability upskilling being
important before people get into jobs but also as
they get into jobs. So, it is absolutely critical. It came
out in the Harker Report, which came out a couple
of weeks ago, that people need skilling within work,
and we are sure that we could engage more
eVectively with employers if they knew they were
taking on people with whom they were going to have
training packages so that people were passported at
entry and Level 1 as well as Level 2 Train to Gain,
which we applaud. Train to Gain is a fantastic
programme, we would agree, but we have to look at
the entry level and the Level work entrants as well.
Mr Wylie: We support the idea of joining up the
Learning and Skills Councils and Jobcentre Plus and
ensuring that a one-stop shop, even service is
provided at a local level. Jobcentre Plus, we believe,
are particularly good at being flexible in providing
those services. There was recently a project called the
Ambition Programme which involved attempts to
upskill particularly lone parent in relatively low paid
jobs and to try to improve their opportunities for
improving their earnings, and there was an initiative
(I think it was in Liverpool) where Jobcentre Plus
worked closely with the gas industry training board
to provide training for lone parents to become gas
fitters, because it is a relatively well paid job and it is
something you can do at pretty much any time of the

day. You can drop your kids oV at school, fit a boiler
and go and pick your kids oV from school at the end
of it. We think that sort of initiative is the sort of
thing we should be working towards and what
Jobcentre Plus should be doing more of rather than
centralising their service that they provide.
Ms Parry: We do have examples of extremely good
practice, joined-up thinking between Jobcentre Plus
and the Learning and Skills Council. I work
predominantly in the East Midlands where there is
very close working and very innovative practice, but
that is not necessarily cascaded or shared across the
country, and that seems to be a great shame to us.

Q246 Natascha Engel: It is a bit of a loaded question,
but what do you think that the private and voluntary
sector can oVer that Jobcentre Plus cannot? Do you
think that there is anything that the private and
voluntary sector can oVer that Jobcentre Plus
cannot?
Ms Parry: We feel that what we can do is engage at
grass roots with the individual clients, customers,
and engage with them for as long as it takes. Keith
has pointed out the problematic situation they have
with only 10-minute interviews with clients. Some of
our clients are a long, long way from (and Keith will
agree with me on this, I know), they have a big
distance to travel to work, and so our engagement
has to be for as long as it takes, and that is where the
PVS approach would be, and we will talk, no doubt
later, about what the contracting will look like. We
want to have the opportunity to work for as long as
it takes with those customers who need that.
Mr Hoyle: Representing 450 private voluntary and
independent providers, you can anticipate my
answer. I think they are playing a major part, both
on the learning side, but particularly on the
Jobcentre Plus side as well now, and I think they
bring focus, single-mindedness as well as real
contact within localities. One of the problems you
have within Jobcentre Plus, and we heard this
listening to your debate earlier on, was the range of
things that they have to do. The staV in there are
invariably often very, very good. Have they got the
time and the focus to follow the job through? I think,
with the cuts that have been imposed on Jobcentre
Plus over the last couple of years, that clearly is
diYcult. I have no doubt that the independent
sector, to use an inclusive term, if I may, can actually
bring skills, does bring skills, brings focus and
actually, therefore, can have the time to focus on the
exact end product. I think there are too many other
things which are required from within the Civil
Service structure just now.
Mr Wylie: I want to start by saying that we agree
that the voluntary sector brings significant benefits
to the work that is being done around reducing
unemployment and we are solidly in favour of a
partnership between Jobcentre Plus, between the
services provided by the Government and the
voluntary sector. We accept that there are some
services that essentially must be provided by the
voluntary sector and, in some cases, the private
sector as well. We have two concerns. The first
position that we have is that the adviser function, the
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role of both employment adviser and financial
adviser, and the decisions on the benefit are
essentially, in our view, state provision and they
should be provided by servants of the state, by civil
servants, by Jobcentre Plus staV and any move to
break up Jobcentre Plus and to have those services
provided by the private sector would be a grave
mistake. The other concern that we have is that there
has now become almost a blurring of the definition
between the voluntary and the private sector and
organisations like ERSA, one-third of whose
members are publicly made companies, private
sector organisations. Those organisations have a
diVerent motivation to the voluntary sector
organisations that Graham has just referred to and
to the other third sector organisations. Our major
concern is that organisations like Action for
Employment, like Reid, like the Assured Trust are
interested in taking large chunks of Jobcentre Plus
work, taking over the adviser roles that our members
provide and eVectively privatising work that we
believe should remain in the public sector.

Q247 Natascha Engel: That leads on to the next
question, which is about the cherry picking issue.
How can DWP, do you think, best ensure that the
private and voluntary sector organisations do not
cherry pick those people who are closest to the
labour market already and neglect those people who
are harder to reach?
Mr Hoyle: I think that is a danger which should be
avoided, but I think the answer comes back, in a
sense, to some of the things—. If we take a very high
level, what is the role of Jobcentre Plus, and take
complete roles and complete responsibilities and
either do them in-house within Jobcentre Plus or,
indeed, do them via a contract outside, I think it has
got to be a whole block of work. I totally agree that
the payment of benefits and eligibility for benefits
and that kind of monitoring should be kept within
the Civil Service. The links with Parliament and
votes and regulations are absolutely crystal clear. I
personally, having worked 20 years in the
employment service and benefit service, would not
risk that outside even to my members. I do not think
they would want it. However, if you move on to the
other thing, that you have employability training,
you have skills training and you have job finding,
those are three big chunks of work, all of which are
capable of being done in their entirety by the
independent sector, and what you should not start
doing is cherry picking between the three so bits of
the three go out and the rest are there to be picked
up. You actually put them in or you keep them out.

Q248 Natascha Engel: How does DWP ensure that
that happens, that it is more holistic?
Mr Hoyle: That is down to procurement policy and
contract management and monitoring. If you are
purchasing anything from anybody, you have a
responsibility to make sure that they deliver what it
is that you wish to buy, so that becomes a real
responsibility of DWP and Jobcentre Plus to make

sure that any outsourced service is delivered to the
quality and the quantity and the standard that they
set.
Ms Parry: A system of payment diVerentials that
targeted a provider to inreach to the market would
probably be the most satisfactory approach to this.
A proportion of their engagement had to be with the
20% hardest to reach, but the contract would have to
be written on that basis.
Mr Wylie: One of the problems is trying to ensure
that there is not cherry picking. We know that there
is evidence in the past in some parts of the country
and some contracts where we the private sector,
because of the targets that were set for them as part
of their contract, were fast-tracking the easier clients
to push the numbers up so that they met their targets
and so that they got the financial reward at the end
of it. The only way round that is by a rigid, strict
regime of monitoring these contracts. One of our
main concerns is that DWP have just centralised
their procurement division into the department and
away from the agencies like Jobcentre Plus, but our
view is that the procurement and the monitoring of
projects should be as low level and as local as
possible because it is the people on the frontline who
know when contracts are not being carried out
properly, when cherry picking is going on and when
the system is being misused.
Ms Parry: I think, if a contract is targeted to reach
a particular portion of the hardest to reach, your
concern will not arise, and it will ensure that
the independent sector works with specialist
organisations, those organisations that maybe are a
little fearful that they will no longer exist, because
that would be a specialism that the private and
voluntary sector providers will require, so I do not
support that concern. You would not expect me to,
I suppose.
Chairman: So we understand, and with respect, you
are here to give evidence, not to have a debate
amongst yourselves. I understand the debate, but in
the end we are just taking evidence.

Q249 Natascha Engel: My next question is about the
greater flexibility that is oVered to the private and
voluntary sector. I was wondering how the three of
you rate the success or otherwise of Employment
Zones and whether you think that that is a direct
result of the greater flexibility that the private and
voluntary sector has over what Jobcentre Plus has.
Do you want to start, Keith?
Mr Wylie: Yes. There is greater flexibility for
Employment Zones, but, despite that, we do not
think there is a mass of evidence that Employment
Zones are performing better than, for instance, our
Action Teams. In our submission we provided
evidence, I think it was a DWP survey, which
showed that the Action Teams were actually
exceeding their job personal targets and the
Employment Zones were not. The diYculty we have
is that when we are being compared to the private
sector we are not comparing like with like. Whilst
the Employment Zones in the private sector have got
the increased flexibility and the additional resources
to deliver the targets that they set, our members are
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constrained and restricted by all of the Civil Service
codes and the restrictions that Jobcentre Plus place
on us. At the same time as our action teams, for
instance, in Hartlepool were winning awards for
being innovative and were winning major public
service awards, the Department are now closing
them down. The action teams are being abandoned
and replaced with an alternative scheme. I think it is
very diYcult for our members to compete when, as
someone said earlier in the contribution this
morning, their hands are tied and they are restricted
much more significantly than the private sector
competition is. I think if our members were given the
same amount of resources, the same amount of
flexibility as the private sector, we would, quite
bluntly, outperform them every time.
Mr Hoyle: I have some sympathy with that. I think
it comes back to the fact that within the Civil Service,
within the public sector, there are always other
expectations and requirements that are put on the
civil servants, it is just a fact of life, and therefore
direct comparisons are very, very diYcult and often
unfair. I think it points far more to deciding which
way you are going to go and letting one sector or the
other have real focus, have the proper resource and
do it properly. I personally would say that the
dangers of the public sector and the Civil Service still
being infected by lots of other things that they have
to do anyway probably means that I would go: “Let
us get some really qualified independent providers
with a proven track record to do it.” My big worry,
however, is not trying to diVerentiate between the
success of Employment Zones at the moment. I am
sorry to repeat myself, I am just very, very worried
that they may well be very successful today; I do not
think they are going to be successful tomorrow.
They are all geared up to preparing people and
getting them into work at a comparatively low level,
for the most part, and it really worries me in the next
decade that the openings for low level work—. Lord
Leitch is going to be reporting next month. I would
be amazed if he does not say this very strongly. His
interim report made it quite clear and predicted a
massive reduction in low level and unskilled work. If
that opening is not there, you have to have a
diVerent strategy for the 2.7 million people who
currently are not working and may want to get back
into the labour market.
Ms Parry: This whole issue about whether or not
Employment Zones have performed or not, we
obviously believe they do and they have performed
well, it does support the ongoing urgent need for the
DWP to commission an authoritative evidence
collection and to circulate that evidence. I have said
it before, and no doubt I will say it again, but we
really must build upon good practice and if we do
not have the basic data we have not got a foothold.

Q250 Natascha Engel: Work-focused interviews at
the moment are being carried out by Jobcentre Plus,
but it looks like DWP’s ultimate aim is to hand that
over to the private and voluntary sector. Do you
think that is a good idea. Keith?

Mr Wylie: Unsurprisingly, no, we do not. It is a core
function, is it not, the Work-focused Interview, and
it needs to be done by somebody who is impartial,
who has not been driven by targets, who has been
driven by the motivation to get an individual into
work and, if they cannot get that individual into
work, to ensure that they are claiming the benefit
that they are entitled to and no more and no less than
the benefit they are entitled to. The important thing
for that role is the impartiality that the Civil Service
brings with it. Hopefully our members would not
feel under pressure to put people into inappropriate
jobs because their company needed to make a profit.
In order to retain that impartiality and that
professionalism that work should remain within the
public sector.
Mr Hoyle: I was trained to do Work-focused
Interviews in 1964, we called them review interviews
at that stage. I think there is a critical issue here
about where that function fits. Is that really part of
the public sector Jobcentre Plus service or not? I
think, interestingly, we are now experimenting with
the independent sector doing them, and I have not
got any data as to whether they have done well or
not. I think they are going to be perfectly capable of
doing them. I think it is an interesting step in the
debate of whether you are actually going to privatise
the employment service or not. It has always (and I
talk from personal experience) been an integral part
of a national employment service in finding people
work, and I think to start separating that out
actually is a massive step towards privatisation. I
personally would not resist it, I have not got enough
data to say whether it is working or not, but I would
say it is not just a small technical issue about whether
they are being done better here or there, I think it is
core as to what you want to do with the public
employment service over the next few years.
Ms Parry: Our take on this would be that we think
that involvement in the first WFI would strengthen
the provider’s relationship with the clients and we
think it would also enable the DWP to really test
what impact we would have from day one and the
real distance travelled for each of our client
customers.

Q251 Chairman: Who decides which provider the
claimant goes to? If you are willing to provide the
initial Work-focused Interview, who decides which
organisation they are sent to?
Ms Parry: It depends if you are talking about—.
Chairman: I will let you ponder upon that.

Q252 Natascha Engel: Going even more
contemptuously into this, there is stuV in the Welfare
Reform Bill about devolving decision-making
powers down to private and voluntary sector
organisations or independent sector organisations.
It has been very thorny on the Committee because
the power to impose sanctions chiefly has been the
most contentious issue. Do you think that is a good
idea or a bad idea? I suspect I know what you are
going to say, but specifically what impact do you
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think that will have on the trust relationship that is
built up between an adviser and a claimant? Do you
want to start with that, Frances?
Ms Parry: This all really comes down to the ultimate
role that we perceive for Jobcentre Plus. We see it 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. This comes back to Graham’s point
about where the dividing line is. What is a benefit
and what is an employability provision?

Q253 Natascha Engel: Would you, as a
representative of the private and voluntary sector,
welcome the power? You would not necessarily have
to use it, but would you welcome the fact that you
would have the power to impose sanctions or not?
Would you have issues with it?
Ms Parry: No, I do not think there would be issues
with it, it would be something that we would work
around, but I really would have to take some advice
on my response to that. May I come back with a
response?

Q254 Natascha Engel: Yes.
Mr Hoyle: I would be reluctant. Even with my high-
level division of four functions, I would put this in
the first one. I think that the payment of benefits, the
monitoring of payments, the eligibility and so on, is
clearly in that block as far as I am concerned. That
is not to say that other people cannot develop the
skills to do it, but I actually think the positioning is
important. I do think there are dangers as well for
the training provider or the employment provider on
the trust of the relationship. They are trying to work
with the person for their own good, of course they
are, but if the person starts thinking this person has
got the power to stop the benefit next week, that is a
problem we could generally do without.
Mr Wylie: Our view is that employment advisers
should be public sector workers, but our absolute
view is that decision-makers, in terms of benefit
entitlement, must be employees of the state. If we
describe them in DWP as Secretary of State
decisions, then that is exactly what they are. Our
members are eVectively acting on behalf of the
Secretary of State deciding whether a benefit can be
paid or not paid. I think one of the greatest dangers
that we have heard this morning from another
contributor is about how some clients find it easier to
talk to the voluntary sector than they do going into a
Jobcentre Plus oYce, I think that sort of relationship
would be severely damaged by the Age Concern or
the RNIB local voluntary sector individuals being
put in a position where they are having to say to
people, “You are not going to get any benefit”, and
that warm, courted relationship that exists now will
change very quickly if people are being told by their
voluntary sector advisers, “I am sorry, you are not
getting any money this week”, and that is why I
think that control and that impartiality has to
remain within the public sector.

Q255 Greg Mulholland: Harry Cohen and I have
some questions on measuring and rewarding
performance. I have to go in a few minutes, and
perhaps you will excuse me for that, but can I run
two questions together. We have talked about the
group of clients who are furthest from work and the
issues around that. The first issue is what sort of
targets could be introduced to ensure that providers
do actually engage with that key group, and the
second is how do you think the Prime Contractor
model is actually working in practice? Does it
encourage greater use of specialist organisations or
do you think it will squeeze out small providers?
Mr Hoyle: Can I take the second one first. I think
Prime Contractors is a concept which our
association supported, but we would be worried if it
became a sole contractor. We were very concerned it
went too far and we suspect it has gone too far.
There are too few prime contractors. I think, first of
all, it causes a major problem on choice, which is
across governmental policy. I think the choice of
provider for the employment adviser, for the
personal adviser, is much restricted, so I am very
worried about that. In its very early days there is
some early evidence that some of the prime
contractors have not gone down the sub-contract
route which was in their specification, which was
there to makes use of highly skilled specialist
providers, and I think that does need to be carefully
controlled. There is probably a counter-definitive
statement to that, but I would certainly hope that
DWP watch that very carefully over the next few
months and make sure that the basis on which bids
were won are actually carried out in practice or else I
think there will be some small and very eVective low
providers who miss out, and I think everyone would
lose from that. What targets to engage is a much
more diYcult one. I think the referrals from the
jobcentre are critical. If you want to make sure that
the providers are targeting the right people, then
obviously the whole referral exercise is quite
important. You certainly could not have a situation
where referrals were turned away. That may be part
of it, but I think that is a more diYcult one.
Ms Parry: Can I come to the private contractor
situation first, because we are quite clear on this. We
feel that the Prime Contractor model as it currently
looks risks losing the diversity of provider network
for the sake of securing eYciency 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? We are quite clear on that. With regard to
targets, we would like to see targets around
sustainable jobs. Again, we are coming back to skills
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here, are we not, or I am coming back to skills here.
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.
Mr Wylie: Briefly, on the prime contractor question,
we share some of the concerns of the colleagues here,
in particular the provision of specialist services that
are provided at a very low and very local level. An
example of that is the provision of services for New
Deal for Self Employed. There is a New Deal for Self
Employed option which is almost always supported
by very small local firms who might well be squeezed
out by the Prime Contractor model, and so we share
those concerns. In terms of targets, the only point I
think we want to make is that Jobcentre Plus are in
danger of becoming completely obsessed by targets,
and in some cases we think there are targets for
targets’ sake and setting unrealistic targets certainly
does not work. Our members are keen to deliver a
quality service and to ensure that not just the fast-
track, easy to fix clients are dealt with but the more
diYcult, longer-term unemployment people with
disabilities, people with drug addiction, alcohol
problems are dealt with in a more professional and
compassionate way, and that can only be done if we
have got the time to do it. The biggest problem our
members face at the moment is that the service is
being stretched to the limit because of the job cuts,
and so setting targets does not solve that problem.
What would solve it is resourcing the service to a
level where we can provide the service that we want
to provide.

Q256 Harry Cohen: Can I ask you about “distance
travelled” targets. Notwithstanding what you have
said about targets, this is where people, clients really
have made some progress perhaps in learning
circumstances or are overcoming multiple barriers.
The problem is that these sorts of targets, the DWP
argues, can create incentives for people to stay in
activities that do not necessarily lead to a job. Do
you agree with that?
Mr Wylie: I am not sure if that is the case. We have
not done a significant amount of research on this,
and maybe it is something that I can get back to the
Committee on. The problem with DWP’s targets
regime is that very often it does not reflect the reality
on the ground, and our members are being asked to
perform at a level that is, quite honestly, not
attainable given the amount of resources that we
have got. In terms of distance travelled and those
targets, it is something we have not done a great deal
of work on.

Q257 Harry Cohen: It is a proposal rather than
actually being brought in. It is being mooted that it
could be introduced. There is then a problem. On the
one hand, we have had evidence, for example, that

said they could become very cumbersome and we
really should be keeping it simple and, on the other
hand, we have had evidence that says we do not want
to be too mechanistic and we should have a rank of
targets that leads to people making progress at least
towards getting a job at some point in the distant
future. What do you think on this general argument
about distance travelled. Should it be there at all?
Ms Parry: I think our argument would be that there
should be an element of uncapped contract here so
that we can work with those who have a long
distance to travel, but that we do not receive any
payment for them until they do achieve a job, and
then it is surely in our interests to ensure that the
distance we travel is as short and as useful as possible
for that particular individual.

Q258 Harry Cohen: But you can have some people
with quite intense barriers and you will not get paid?
Ms Parry: Absolutely, but then it comes back to how
we ensure (the question that came earlier) that we are
not just picking the low-hanging fruit, that we are
targeted to inreach that far and engage on that basis.
So, yes, you might have a position where you are
working for a long, long time with an individual,
but, ultimately, you would be getting them into work
and training.

Q259 Harry Cohen: Maybe the payment should be
greater?
Ms Parry: Yes, if they have further to travel, but on
that basis you have to classify people early on. There
has been quite a body of work from Australia, and
such like, on that, so maybe that is something we
should be looking at. Again, it comes back to the
point I made earlier on about the quantity and the
quality of the data that we have. We do not have the
kind of data that we do need and that we should
have.
Mr Hoyle: I think there is a problem here. We need
to accept that there are milestones on the way which
have value in themselves, and the Jobcentre Plus
approach is, very reasonably, we need to get people
into work, therefore they concentrate on getting
them a job. I do not dispute that, I do not argue with
that; I happen to believe that for the more diYcult
clients there are milestones that ought to be
recognised and they tend to be the employability
milestones or, indeed, skill milestones. I think there
is a real problem within Jobcentre Plus in actually
acknowledging the importance of those milestones
because of its focus on getting them a job. Elsewhere
the Learning and Skills Council, their milestone,
their end product, should I say, is the qualifications,
the skills, the employability; so I think there are
other mechanisms that ought to be targeting those
which will leave Jobcentre Plus free, in many ways,
to concentrate on getting work-ready people into
work. The work-readiness, however, is better the
responsibility of somebody else.
Ms Parry: Can I add quickly on top of what Graham
was saying there, a route into work for many people
is volunteering, and we seem to make it
unnecessarily diYcult for people to volunteer. They
cannot claim Access to Work funding, for instance,
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and the DDA legislation would seem to be tricky.
We seem to be giving employers opportunities not to
take on these people, denying clients the opportunity
to gain steps and achieve, milestones in that journey.
Again, it is a question of joining up our legislation
and making sure that everybody has that access to
those milestones and is achieving them.
Mr Wylie: One of the keys to doing that is to ensure
that Jobcentre Plus have the flexibility, particularly
at a local level, to work with the appropriate
partners, whether they be the voluntary sector or the
private sector, to ensure that people do get the
support and help and advice that they need to get
them further down that road.

Q260 Harry Cohen: A very brief question. It could
be a long answer, but we have not got the time so a
very brief answer. What extra information is needed
for a fair comparison between the performance of
Jobcentre Plus and the private and voluntary sector
organisations in the same sort of areas? Do you
think that we need extra information to make those
fair comparisons?
Ms Parry: I think the amount of input that is being
put into that individual, the level of expertise that is
being put in, how many outsourced services have
been utilised for that individual, we can all learn
from these activities. This is the kind of data that is
just not available. People have been coming along
for their half-hourly interviews and going away
again. What is going into those half-hourly
interviews? What is working, what is not working? It
is sharing and disseminating that information. I am
convinced that there is a lot of good practice going
on, but it is not being shared.
Mr Wylie: From our point of view, we are not in
competition with the voluntary sector. We have
diVerent roles. We think it is important that we work
in partnership with the voluntary sector. Much of
the work done by the smaller, locally based charities
we simply could not do as Jobcentre Plus as an
organisation. Equally, we believe that the work that
we do and the employment adviser role, financial
adviser, even the benefit decision-maker role are
roles that only we can do and only we should be
doing. The voluntary sector, in many cases, quite
honestly, would not want to be doing some of those
jobs, but the area where we do find it more diYcult
is where the private sector are providing adviser
services, and I think there is very little evidence to
support an argument that says that the private sector
do it better than we did. We believe that we did it
better.

Q261 Justine Greening: I want to finish oV by talking
a little bit about the City Strategy. We have talked
about some of the questions that I have a little bit
already around some of the co-ordination and the
training providers, but overall do you think that the
City Strategy is going to be something that will
work, especially in terms of all the diVerent
providers. We have talked quite a lot about the need
for working partnerships; you have got the
Jobcentre Plus, the training providers, the voluntary
sector, the Learning and Skills Council. Do you

think the City Strategy will manage to knit those
people together and do you think employers are
going to be included enough as those strategies are
being developed now? Perhaps if I can start with
Keith.
Mr Wylie: The City Strategy is something we have
not been heavily involved in, but we have always
supported the idea of joined up government, of
joined up service delivery and of making sure that
the best service possible is provided at the most local
level possible. When we come to see how the City
Strategy develops, I think somebody said earlier this
morning, it is a bit too early to call it yet, but it is a
view that we would probably agree with. The only
concern that we do have is with the increased move
towards centralisation of benefits advice, of benefit
processing. With more call centres being set up in
Jobcentre Plus, with Employer Direct being
centralised into call centres, there is a danger that we
will lose the local labour market knowledge that our
Jobcentre Plus managers and Jobcentre Plus
advisers currently have, because it will be drawn
away into these centralised call centres and
processing centres. I think that one of the dangers to
the City Strategy is quite simply that the expertise
that Jobcentre Plus has on the ground is drawn away
from the local oYces and centralised.

Q262 Justine Greening: Do you think that the Train
to Gain initiative that is happening is going to fit well
with some of the training that Jobcentre Plus points
people towards getting? Do you think there is any
conflict between those diVerent eVorts?
Mr Wylie: I do not think there needs to be a conflict.
I think that the very good work that is being done by
the Learning and Skills Councils should be joined up
with the very good work that our members are
doing, trying to ensure that people are trained to
get into employment and then trained after being
in employment to improve their employment
prospects. Lone parent gas fitters is a good example
of that. That is something that Jobcentre Plus
initiated and it was done on a local basis with a great
deal of success for those particular clients.
Ms Parry: I have to say that I have learnt more
about the City Strategy today than I have done in a
long time, and I think that is rather a shame. Again,
I come back to it, this is the kind of good practice,
lessons to be learned that we should be sharing, and
my personal concern is that we are going to have
things going very well somewhere and failing
somewhere else.

Q263 Justine Greening: It will all be done in a bit of
a bubble?
Ms Parry: A bit of a bubble, yes, absolutely. So there
is a bit of a concern there. ERSA is concerned that
there was very little consultation around City
Strategy before it suddenly happened. It suddenly
happened quite quickly.

Q264 Justine Greening: What was the impact of that
lack of consultation?
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Ms Parry: The lack of consultation means that we
have been rather in the dark about how we can help.
We would very much like to be in the position where
we could compete to run a Cities Strategy ourselves.
We think the private and voluntary sector would be
up for that. We think that is a model that would have
been very interesting, from the data collected. Our
real concern here is that the piloting period here
must be properly evaluated and this information
must be shared.

Q265 Justine Greening: Do you think we may draw
conclusions too soon in the strategy? Is that your
concern about the pilot?
Ms Parry: We might draw them too soon and we
might not have looked at all the data we should be
looking at to draw those conclusions. I think that is
the issue.
Mr Hoyle: I think there is a potential tension
between national policy and any kind of local
strategy. I think it is very important that we
understand that there needs to be a very clear
national approach, a national policy, a national
strategy, which determines what it is we are trying to
do, and then, by all means, have City Strategies.
There is regional city, there are all kinds of models
that could work. They have clearly got to be focused
on how we are going to deliver that here on a
collaborative basis and city strategies are perfectly
capable of doing that. I think there are other policies
around that to decide whether you go to cities, or
regions, or whatever, but the key is, whichever route
we take, we need to make sure that there is a national
policy strategy which is understood which confirms
what we are trying to do here with this particular
client group, and then every locality is focused on
that. What we do not want are diVerent strategies at
diVerent targets, diVerent approaches that do not
marry up with each other, and that is going to be
particularly diYcult for the large training providers
who operate in diVerent places. I think there is a
tension there that can be avoided.

Q266 Justine Greening: So you may end with lots of
hybrids because diVerent parts of the country may
have totally diVerent employment needs and you are
saying that national training providers will provide
some—
Mr Hoyle: That will certainly give some problems,
yes, that is absolutely the case, but I would still
support local delivery strategies within a national
policy, and if that is what everyone wants, then that
is fine. What tends to happen is that local delivery
strategies start to impact and modify national
policies and the national policies come under threat,
and that is when it all starts to fall down; so I think
you have got to be very disciplined on that.

Q267 Justine Greening: In another inquiry we did
there was some evidence that part of the problem
for training providers locally was the funding
mechanism. It is quite short-term and does not allow
people to plan ahead. Is that something that in your
experience you would say is a problem that also
needs to be sorted out if the City Strategy is going to
be successful?
Mr Hoyle: If you are going to expect the
independent private and voluntary sectors to get
involved and jointly invest in any project, and you
do want and need their investment—we have not
talked about that this morning—they are prepared
to invest alongside public funding here. What they
need, however, is an environment which gives them
a sensible level of security. Obviously, funding levels
is one, but security of a contract has a tremendous
impact. Year on year contracts where it could all
disappear is not a recipe for investment. The other
thing is quality. You have got to withdraw contracts
if the quality is not right, and I am very hawkish on
that, but, basically, you would get the independent
sector prepared to invest and play the long game if
they believe it is a fair system.
Chairman: Thank you very much. It has been a
challenging session. I hope you make friends
outside!
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Q268 Chairman: Good evening and welcome to you.
One thing we have learned in this inquiry is that the
big cities are important in trying to do anything on
the employment diVerential and London is a special
issue, so we are very grateful that you have been able
to meet with the Committee. I wonder if you can
start by saying what you do?
Ms Oppenheim: I am Carey Oppenheim. I am chair
of the London Child Poverty Commission which
was set up earlier this year by the GLA and London
councils of three boroughs to look at the causes and
solutions to child poverty.
Mr GaVney: I am Declan GaVney. I am policy
adviser on social inclusion to the Mayor of London
and I represent the Mayor on the London Child
Poverty Commission.
Ms Meadows: I am Pamela Meadows from the
National Institute for Social and Economic
Research. I did a report a year or so ago for the GLA
on worklessness in London.

Q269 Chairman: Can you tell us what you think is
diVerent about the pattern of employment in
London compared to other areas of the United
Kingdom?
Ms Oppenheim: I am not a labour market economist
so Pam and Declan will be able to elaborate. In
terms of the Commission, we are particularly
interested in the relationship between worklessness
and its impact on child poverty and childhood
deprivation which is obviously one window on
worklessness in London. In terms of particular facts
to be aware of, 27% of children are growing up in
workless households in Greater London compared
to 14% in the UK. There is a very substantial
diVerence. That seems to be to do with relatively low
rates of parental employment in London, both
amongst lone parents but also amongst mothers in
couples. If you look at lone parents, while the
employment rate has increased in recent years, it has
not increased nearly as much as in other parts of the
country. There are a number of reasons why that
might be the case but a key diVerence between
London and other parts of the country is the very
low rates of part time working in the capital. Again,
that may be a mixture of labour market, structural
issues but also issues about incentives to work. A
third factor is the low levels of full time work for first
generation migrant workers. Those are very key

factors that describe some of the kind of
employment diVerences between London and the
rest of the country.
Mr GaVney: I think that sums it up. 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 diVerence. 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.
The reason why child poverty is so high in London
is partly because London has lower employment
than at the national level but also because that low
employment translates into higher levels of child
poverty because it is aVecting parents more than it
is aVecting other groups. You wind up with a child
poverty rate which is hovering between 39 and 40%
for quite some time now with very little progress.
Looking at trends in employment which are
reported in the report of the Child Poverty
Commission, we have seen very little change since
about 2000 in some of the key groups. Lone parents
did have improvements in employment in the late
1990s but post 2000 it has been more or less flat in
London at local level, which is significantly lower
than national level. That does seem to be to do with
this issue around part time employment rates. Lone
parent rates in the rest of the country have increased
quite significantly since 2000. London has stayed
where it was. We have also seen no visible change in
terms of the employment rates of mothers in couples
which means we have more similar levels than would
be expected and not a great deal of change in terms
of fathers. We sometimes forget about fathers in
employment but if a father in a coupled family is not
employed the chances are that is going to be a
workless household. Fathers in London are twice as
likely to be workless than in the rest of the country.
Most of the trends have not been moving at all in the
direction we want to see if we are to start making
serious inroads into child poverty through the
employment route.
Ms Meadows: One of the key things is that people
probably do not behave any diVerently in London
than they do in the rest of the country but London
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has a higher concentration of people with
disadvantageous characteristics. That is particularly
concentrated in inner London. If you look at the
characteristics of people moving out of London, on
the whole they look more similar to the
characteristics of people in the rest of the country,
but inner London does have a concentration of
people who have characteristics which put them at a
disadvantage in the labour market wherever they
live. It is just that in London there are more of them.

Q270 Chairman: To what extent are housing costs in
London a deterrent to people moving into work?
Mr GaVney: It is slightly diYcult to answer that
because the tax and benefit system has changed so
much over the years. We are in the middle at the
moment of refreshing our work on the incentive
eVects of housing costs. There are no very firm
conclusions just yet. Four years ago when the GLA
first started publishing stuV on this, it seemed very
clear. As it stood back then working families’ tax
credit was having less impact in London because of
housing benefit. That picture is not quite as clear
now as it was back then because the tax credits have
changed and housing benefit has changed. One thing
which does seem to be clear is that there is a very
strong impact on second earners in couples. It is
much less worthwhile for a woman who has a
working partner to go into part time work unless the
earnings are significantly above the median. There is
a very definite impact there but we are going to have
to do further work on this before we can resolve
the issue.
Ms Oppenheim: Can I add something which is not a
quantitative thing around withdrawal rates but
around the administration of housing benefit and
perceptions as a claimant? We know in the past take
up of housing benefit for those people in paid work
has been pretty low. That seems to be a product both
of low awareness from the claimant’s point of view
but also low awareness of personal advisers within
Jobcentre Plus oYces. That will have an impact in
terms of moving into work. There are probably some
perception issues in that if people are giving up the
security of having their rent met to the uncertainty
of going into the world of work. There is some really
concrete work we need to do on disincentives and
bottoming out what they are. There is also a less
tangible but important aspect about how people
think and anticipate the world of work and the
security and support they get when they are out of
work, relative to the insecurity when they are in
work.

Q271 Justine Greening: You mentioned London has
a lot of people who have characteristics that put
them at a disadvantage. Could you list a few of those
key characteristics?
Ms Meadows: There are clearly disadvantages
associated with belonging to particular ethnic
groups. For example in particular, the most striking
one would be being of Bangladeshi origin, but there
are others in terms of qualifications, 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 which remains the most
common method of finding jobs throughout the
country as a whole.

Q272 Chairman: What do you see as the key
challenges to increasing that employment rate in
London?
Ms Oppenheim: There are a number of ways in which
one might approach it. One is the issue of incentives
to work. Albeit Declan has raised the issue that we
are not clear exactly about the role of housing costs,
it is clear that the cost of living in London is
particularly high. There is a very big issue in relation
to child care costs and accessibility of child care.
There is the whole mix of travel costs, hassle, putting
the kind of package together that you need in order
to go to work. One of the areas that we will certainly
want to focus on is the incentives to work as a whole
and also how you create a more tailored service,
whether that is through Jobcentre Plus or other
providers of employment services, to meet the kind
of complexity of needs that Pam referred to. Given
London’s population and the higher risks that many
of those people face in relation to the risk of poverty,
how do you put together the kind of employment
service that is going to meet that range of needs? In
particular, there are incentives to work; there is a
personalised, tailored service that is going to meet
those multiple needs and there are issues around
flexible working. Although the reason for the low
levels of part time work are complex, I do not think
we know exactly why they are lower in London. We
should be looking at how we encourage employers to
oVer more flexible opportunities that will enable
lone parents and coupled parents to enter work.
Those would be my three priorities.
Mr GaVney: What Pam’s work does draw attention
to is that we are talking about multiple barriers
which people are facing. 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 diVerent 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. One does
not find all the elements of service provision that are
needed are necessarily in place in an integrated way
when a lone parent is seeking employment. One does
not necessarily have an oVer of aVordable child care
tied in with an oVer of financial advice and a sensible
job service which oVers jobs at sustainable earnings
levels. This is the challenge that we are trying to
address to some extent through the two London City
Strategy pilots in east and west London. It is a
question of bringing those elements of service
delivery together in an integrated way for parents in
particular, which is not simply a matter of joining up
existing service provision because you are expanding
what you are oVering as well so there will be
resource costs.
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Ms Meadows: There is the whole issue about skills
provision and whether that is genuinely addressing
the needs of those who are not currently working.
That is being looked at as part of the London Skills
Strategy which is the new responsibility of the
Mayor, but I think it is part of the equation.

Q273 John Penrose: You just started to touch on a
point about multiple disadvantage and can I explore
a little more about that? Declan, you were saying
that it is not just a question of joining up the diVerent
pieces of Government. What we have heard in
previous evidence sessions is that people tend to
come to this situation by saying, “You are claiming
this benefit and therefore we will help you with a
particular disadvantage” and they tend to ignore
some of the others. They would say it is a question
of joining them. Are you saying it is not or are you
saying it is that and we have to do more?
Mr GaVney: It is a question of joining up in that
sense. It is not helpful if one is focused on parental
employment to have people divided rather
arbitrarily according to whether they are in receipt
of income support or incapacity benefit. We do have
cases where, depending on which benefit you are in
receipt of, you might have access to a completely
diVerent range of services. Notoriously, you have
cases of disabled people who do not have access to
child care arrangements because they are not part of
the package. That is just silly. Simply joining up
what is already there on the basis of existing
resources is probably not going to be enough
because if you are trying to address the problem
across the board you are to some extent reaching out
to people who are not currently within the system
and therefore you are increasing the demand and
pressure on services.

Q274 John Penrose: Pamela, you were talking earlier
in response to a question from Justine about giving
examples of some of the disadvantages people are
facing. You gave one example which is if you happen
to be particularly a woman of Bangladeshi origin.
Could you put a bit more flesh on the bones of that?
Presumably, there is nothing about being Bangladeshi
that makes you inherently unemployable. What
specific disadvantages are in that package which
make life diYcult for people with that particular
background?
Ms Meadows: Probably more work needs to be done
to unpick it because my work is looking at the
characteristics associated with disadvantage in the
labour market without necessarily thinking through
the underpinning. Mothers of Bangladeshi origin
tend to have quite large families, for example, larger
families than most other groups. They are more
likely to have very young children at home. We
know that the employment rates among mothers of
very young children are relatively low. If they are
also first generation migrants and may not speak
terribly good English, the combination makes it
quite diYcult and challenging. It would be
challenging for anybody but, if you are coming quite
young with no qualifications and very young
children and not speaking very good English, you

have a lot of things that need to be addressed.
Taking up Declan’s point, addressing just one of
those in isolation is not going to solve the problem.
You have to look at people as whole human beings,
not just the individual characteristic which happens
to be your responsibility.

Q275 John Penrose: We have had some evidence on
this in previous sessions. Saying that someone is
suVering from multiple disadvantages because they
are a Bangladeshi woman is potentially quite
dangerous. You have to unpick all those diVerent
things because the one thing they might be suVering
from if they are Bangladeshi might be a diVerential
level of discrimination but then all these other things
have nothing to do with discrimination and much
more to do with particular elements of the
background which you have to unpick.
Ms Oppenheim: Yes. Bangladeshi men also have
very low employment rates. If the father is not in
work it is more likely that the mother is not in work.
There was some interesting work done with the
Equal Opportunities Commission not long ago
looking at diVerences in generation between
Bangladeshi women and younger women. What is
interesting is the educational qualifications are rising
substantially amongst the younger generation.
There is a big opportunity there build and catalyse
on those skills. It will be interesting to see whether
they are able to find a job opportunity that matches
those skills. The key thing is getting into the labour
market, having some work experience prior to
having a child. You are much more likely then to go
back into work than if you go straight into having
children.

Q276 John Penrose: We have also had evidence that
it is easier to start and important to start from the
point of view of the local labour market and to work
back from that—ie, if you can, to be demand led
rather than supply led. You have already said that
you felt there were more people in London or a
higher proportion of people in London who are
suVering from multiple disadvantages and therefore
they are more diYcult to get into the employment
market. Is there anything about the local
employment market itself which is diVerent which
may make it harder to pull these people through?
Mr GaVney: It is always diYcult to know what we
mean by the “local employment market”. To some
extent you cannot even talk about the London
labour market because it is very closely integrated
with the national labour market for many
occupations. Even London itself is not self-
contained as a labour market. On the other hand,
you have labour markets which are quite tightly
geographically constrained because the market for
part time service sector employment is going to have
a much narrower catchment area than a market for
stockbrokers or corporate lawyers. In Tower
Hamlets you have very high and growing levels of
employment but it is the kind of employment that
exerts a pull over the entire national labour market
because of the salaries oVered in places like Canary
Wharf. You have very low labour demand in the
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more localised service sector employment itself, so it
is helpful in terms of increasing family incomes. We
have striking diVerences in employment rates
between inner and outer London. This is partly to do
with the fact that families which have decent levels
of income will tend to migrate out of inner London
towards outer London as part of the lifecycle in
terms of searching for more space and so on. Some
of the diVerences we pick up on between diVerent
bits of London are not driven by the labour market
but by the housing market. At the same time, there
is over large sections of inner London, as is quite
obvious from visual inspection, a relatively low
demand for local consumer services which are
important generators of employment, particularly
for women with children.
Ms Meadows: London employers are less likely to
report skill shortages or that it is hard to fill their
vacancies. Part of the reason for that is that in higher
level occupations they can attract people from
across the country and internationally. Part of the
concept of that is that it reduces the incentive on
London employers to train people up if they think
that they can pull people in. That is a feature which
you have in London which you would not
necessarily see in Newcastle, Manchester or Leeds.

Q277 Natascha Engel: I want to talk a little bit about
the impact of migration on this whole area and
specifically about the A8 countries, the impact of
migration into London, the impact on the labour
market, the impact on worklessness in London and
also the impact on wage levels. They are quite
separate concerns. Could you either each of you
address them in turn or pick whichever one you want
to answer?
Mr GaVney: Nothing about the London labour
market makes sense unless you take migration into
account but you have to take migration into account
across the board. I mean domestic as well as
international migration and that means taking into
account the outflows as well as the inflows and more
less permanently settled versus relatively transitory
migration on the part of the younger population.
That is always there in the mix in terms of looking at
any aspect of the labour market in London. I have
already mentioned that families tend to move
outwards from London at certain key lifecycle
stages. They also tend to move out of London
altogether at certain stages. The London labour
market to some extent is not just matching people to
jobs; it is matching people at distinct lifecycle stages
with the kind of jobs that would allow them to
progress at those stages. Typically, people move into
London unattached, set up a household in their late
twenties or early thirties, have kids and start moving
outwards. That has an impact on the equilibrium
level of poverty and worklessness in London because
you are constantly exporting middle income
families. That is an attempt to put the migration
issue into a wider context. In terms of the impact of
recent migration on the London labour market, the
jury is still out. I have seen nothing conclusive in
terms of recent labour market data over the last few
years which would give me a clear signal. The only

thing I have picked up on is that wage rates in the
lower end of the distribution in London seem to be
rising, which is possibly not what people would have
expected.
Ms Meadows: The important thing is the issue about
flows. London has always had big flows in and out
and the flows have become larger recently, but not
very much larger so that we are talking about a
completely diVerent phenomenon. It has always
sucked people in but, as I understand it, there are
people who are currently trying to estimate the
impact on wages which is your third question and I
do not think anybody has done it yet.
Ms Oppenheim: When we think about part time
work and why levels of part time work seem to be so
low, one issue may well be that employers are able to
fill those jobs with full time workers for relatively
low wages because it is in particular a very young
workforce where people do not have dependents and
so could work quite long hours for relatively low
wage rates. That is not necessarily an eastern
European accession issue but it is a migration issue.
In the mix, trying to understand why we seem to
have such low rates of part time work, migration is
clearly one factor we need to think about.

Q278 Natascha Engel: Do you think that generally
these mass migrations in and out are so recent that
we cannot be certain of the figures and that what you
are saying is right? Do you think we need another
couple of years to see the outcomes?
Mr GaVney: Any eVects of recent flows will only
show up over time, if they show up at all. The caveat
on that is it is a very big labour market and it absorbs
very large numbers of migrants both internationally
and domestically every year. It sends them back out
again as well. The Treasury calculated something
like a turnover of population between domestic and
international flows as something of the order of 10%
of the total population of London in one year. I
think they chose a particularly high year. We have
flows of over 150,000 people moving into London
just from the rest of the country. I am a bit sceptical,
I suppose, as to whether any labour market analysis
would pick out distinctive eVects coming from what
would still be a relatively minor component of total
flows. We will see over time.
Ms Meadows: If the flow shifts from 10 to 11%, it is
not likely to make that much diVerence, probably
not one that you can identify.

Q279 Natascha Engel: Lots of people are afraid that
this mass migration in and out is having a
disproportionate eVect or increased competition for
lower skilled, lower waged jobs. Have you had any
evidence of this or do you think we need to have a
particular policy response to this?
Mr GaVney: It seems pretty clear there is more
intense competition from lower paid jobs in London
because, if you look at diVerent types of jobs in
London the earnings premium in London is much
higher at the middle and the top of the earnings
distribution than it is at the lower end. As people
tend to face similar living cost pressures, that would
suggest that the competition at the lower end of the
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market is more intensified and has been for a
considerable amount of time. This is not a new
phenomenon. Particularly in part time work at the
lower paid end of the service sector, people are not
getting London premium at all. They are getting
paid the same rates as they would get elsewhere
which is quite staggering. That does suggest that
there is quite intense competition but I stress it is not
a new phenomenon. I do not know to what extent
recent migration flows may have had an impact on
that. The thing to bear in mind always is that one of
the ways in which migration can aVect labour
markets is by changing the age structure of the
population. What you really are talking about is
younger people with no dependents who are much
more flexible in the kind of work arrangements they
are able to undertake. It probably makes some
diVerence but not a great deal of diVerence whether
they come from the north of England or an EU
accession country. That is a constant feature.
Meanwhile, the labour demand in London is biased
towards higher end skills. There are overall fewer
lower skills jobs proportionally per head of
population so the competition is quite intense but
not just because of migration or international
migration.

Q280 Harry Cohen: The GLA and the Mayor will
take over this responsibility for adult skills. I do not
think he has done it yet but it has been announced
that he will. That role was with the Learning and
Skills Councils. Would it be right to say that their
performance and role has been disappointing and
will the Mayor do it better or will he be making the
Learning and Skills Councils do it better?
Mr GaVney: It is diYcult to answer because the
board met for the first time last week. It is an
employer led board which the Mayor chairs. The
LSC is represented on the board, as is Jobcentre
Plus, but I would not care to pre-empt anything that
the board may want to say as part of the eventual
skills strategy for London. People need to sit down
and look at what has happened in the past. There is
a need for a much more joined up approach to
learning and skills and employment services, not just
in London but at national level. It is to be hoped that
having this particular Employment Skills Board in
place from now would help to deliver some of
those changes.

Q281 Harry Cohen: You talk about the skills
strategy that is being developed obviously at a very
early stage. What sort of objectives would you like
to see? What sort of objectives should there be in that
skills strategy?
Mr GaVney: I cannot pre-empt what the Mayor and
the board are going to decide.

Q282 Harry Cohen: Let us put it in the context of
London. The need is biased towards higher end
qualifications. At national level 25% have degrees or
equivalent type qualifications. 61% have some sort
of qualification up to a degree. 14% are without
anything. In London there are roughly the same in
the top category, less so in that second category, the

middle category, and the same sort of percentage
with no qualifications, 14%, but because it is London
a lot more of them. What would you think the
priority should be? To get those 14% up to the
middle category or to get those in the middle
category up to the degree category?
Mr GaVney: That is a very interesting question. I
cannot speak for the Skills Board on this. It
probably needs to be contextualised in terms of
where public funding goes. The Leitch Report did
give some pretty strong steers at national level about
where public resources should be devoted. He came
to the conclusion that the requirements should be
skewed towards basic skills and public funding
should be going toward helping people with no
qualifications and to some extent it should go
towards the middle level but for the higher skilled
end Leitch’s recommendation was that it should be
met through contributions from individuals and
employers.

Q283 Harry Cohen: What you are implying is that
that is not necessarily best for London. People are
concentrating on those without any skills altogether.
It is not going to meet London’s economic needs or
the training needs.
Mr GaVney: I did not mean to give that impression.

Q284 Harry Cohen: We have just been to New
Zealand where they have adopted this policy and I
think we are moving towards a policy in this country
of welfare reform, which is very much based on
Work First. The first thing you do is look at putting
people back into work. Does London’s labour
market align itself for that sort of approach? What
would be needed for the training approach that we
adopt or should be adopted by the Mayor, for
example, so that it goes with the Work First
approach?
Mr GaVney: Pam has done some very interesting
work on whether Work First is the right approach.
Work First has been in place for quite a while. It is
not new.

Q285 Harry Cohen: It is coming in with a new
emphasis.
Ms Meadows: Work First seems to work for those
who are job ready. It is probably the most
appropriate approach for them and the most cost
eVective 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. 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. In
the Welfare Reform Green Paper the DWP has said
that they have this very high rate of cycling back into
unemployment and that is particularly a problem in
London. It is part of the reason why they have set up
the city strategy. What that means is that you have
to sit down and think: is this person ready for Work
First or are there some things that we need to do like
basic skills, for example, in order to get them to the
point where they can deal with Work First
interventions successfully.
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Q286 Harry Cohen: That is interesting because you
are basically saying that a Work First policy would
certainly need to be modified in London anyway to
be more eVective. You talk about training. If it is
properly designed with a Work First focus, it should
include an element of on the job training and in
addition you talked somewhere about subsidised
jobs being part of the Work First approach, being
more eVective for disadvantaged individuals. Can
you say a bit about families as well?
Ms Meadows: The most successful part of the New
Deal for young people is the employment option.
The subsidy also goes towards helping the employer
train the young person as well. Job subsidies are
relatively expensive in terms of up front cash sums,
but they do compensate for the lower levels of
productivity that people come in with when they first
move into jobs. They do not work for everybody.
People have to be able to cope with the disciplines of
the workplace. They have to be able to deal with
colleagues; they have to be able to deal with
instructions; they have to be able to focus.
Sometimes people need help in developing those
personal skills before they are ready to cope with
subsidised work.
Ms Oppenheim: In relation to Londoners and child
poverty in London, in terms of priorities, basic skills
are going to be very improvement. You cannot leap
from basic skills right up the ladder but creating
those ladders from basic skills to intermediate skills
and beyond is incredibly important. There are some
really good examples of work that the DWP has
done in terms of the ambitions that the National
Employment Panel has been involved in, which is
doing more of that, enabling people to progress from
helping their child in their school, to being a support
worker in the classroom, to qualifying as a teacher.
We need to think about ladders. The other thing that
is particularly important in relation to London is
English as a second language training. There is a
shortage of really good quality provision. Given
what we know about male unemployment, it is
nearly 60% of workless fathers in London who have
English as a second language. If we are trying to
reach that group that is highly disadvantaged in
terms of employment, it is really important that we
get good work focused English as a foreign language
training in London. The other point you were
making earlier was around the journey people have
to make. If you are starting way back, it is important
to think about the fact that you have a series of steps
to make before you are ready for full time
employment. Gearing training in that way is
particularly important in the London context.

Q287 Harry Cohen: Can I ask about employers and
how they can be brought into this whole approach
when it is eventually decided upon by the Mayor? I
note that David Hughes, the regional director of the
London Learning and Skills Council, told the
Education and Skills Committee, “. . . we have got
to get into talking to the employers, I think, in a new
way, to talk to them about how they employ, how
they train people, how they retain people.” Maybe in
a new way is a little bit worrying, that sort of void

between eVective communication with employers
that he seems to imply in that statement. Would you
say that is a priority, to eVectively engage employers
in a better way than they have been up to now?
Mr GaVney: Yes. The fact that it is an employer led
board is a clear indication of employer engagement
being central to what the Mayor wants to do in this
area. There are particular challenges in London,
partly to do with the openness of the London labour
market. Employers do not necessarily have to invest
as much in the skills of their staV in order to recruit
and meet their skills levels because they can recruit
from the national labour market and into the
national labour market in some cases. There are
good reasons for thinking that the employer role in
London could do with strengthening in terms of the
engagement with the Learning and Skills Councils
and also with job brokerage services. In some parts
of the country, job brokerage services—including
Jobcentre Plus—can hold quite a large amount of
the labour market. They account for a significant
number of the job opportunities coming up within
the geographical areas. In London job centres
account for a very small number of the opportunities
in the labour market. There is enormous scope for
further engagement and I think flexible working is
inevitable.
Ms Meadows: One of the challenges that
organisations have in terms of engaging with
London employers is that a lot of them see
themselves as national or international rather than
London focused organisations. At the opposite end
of the spectrum, there are a lot of small and medium
sized enterprises in London too who are diYcult to
engage anywhere. The Learning and Skills Councils
throughout the country find it quite diYcult to
engage SMEs in their work. London has a lot of this
polarisation. There are not that many of the sort of
employers who in the rest of the country form the
back bone and lead employer engagement which are
medium to large organisations, which have a sense
of place and feel that they belong to a particular
location and have a stake in its future.

Q288 Harry Cohen: Part of engaging with employers
and the role of the Skills Councils or the Mayor in
the future—in a way they are a little bit theoretical,
but I think they are important on which way you go
forward. You mentioned one of them. Firstly is the
idea of moving from a plan led approach to a market
led approach because that is what the LSC has been
talking about in recent times. That seems to imply
that the plan did not work at all. I wondered what
comments you had about that. The second one is
brokerage because the LSC seemed to take the view
that it was to try and encourage, the encouragement
of employers to try and skill up or take a role in
skilling, and encouragement of the workforce and
workers to do it. It is a little bit vacuous. It is all very
well meaning but not eVective enough. In a way,
almost, the colleges should be encouraging these sort
of people. I wonder if there is a stronger role for the
Mayor to have to get employers to train up workers
and make them pay if they can in some form or
another by taking a carrot and stick approach to
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improvement, rather than an overall emphasis on
this brokerage role which does not seem to me to be
quite strong enough. I would like your view on both
of those.
Mr GaVney: In terms of sticks, Leitch did allude to
the possibility of a stick in the future which was quite
interesting. It seems to be suggesting that the
voluntary, carrot approach would be for the next
two or four years and that failed to give the results
that were hoped for. It may be necessary to use a
more statutory approach which I thought was
interesting. I guess the Mayor is not going to have
any sticks to wield before central government gets
the sticks. At the moment, it is very much about
what employers will do on a voluntary basis. There
is scope here. Part of the scope comes from what
sensible employers would think of as being a
reputational advantage to be gained through being
seen to engage in the work of the Skills Board. In
terms of costs, it is important to bear in mind that the
cost to the employer is not necessarily the cost of the
training itself. It is the cost of releasing the worker to
undertake the training. I think we will see, both
through the city pilots and other means, much more
engagement with employers in terms of how willing
they are to allow their workforce to upskill
themselves by releasing them to undertake the
training.

Q289 Harry Cohen: The last question I wanted to
ask is about the Olympics. I was at the launch and
the hope is for 75,000 jobs for Londoners to come
out of the Olympics. It would be terrific if that
happens but we have already had evidence sessions
from Amanda Ariss of the Equal Opportunities
Commission who said, “. . . the Olympics Delivery
Authority is not doing anything like enough to make
sure that people who live in the boroughs where the
Olympics will take place are going to be in a position
to benefit from the job creation that the Olympics
are expected to bring.” Also, Alan Christie of the
Commission for Racial Equality said that the
ODA’s policy document and their procurement
policy is subjective but it is weak, particularly on the
employment of ethnic minorities. I represent part of
an area where we are running five boroughs and I am
a little bit amazed that we have not seen the skills
training up and running already. There are plans to
set one up in Greenwich but should not the
Government or the Olympics Delivery Authority be
working out its plans for training people in that area
straight away if it is going to reach the 75,000 target?
Ms Oppenheim: I think there is certainly strong
intention that needs to be implemented. The London
Employment and Skills Task Force report in the
Employer Accord in the public/private sector
agreement about taking on job ready employees as
part of the run up to the Olympics as part of the run
up to the Olympics, as well as this pre-volunteering
programme which is going to be piloted from
January this year with the aim of reaching out to
people who are further away from the labour
market, all represent really valuable opportunities in
terms of giving Londoners new skills and giving
local people employment opportunities. I absolutely

accept that it is very important that implementation
happens as soon as possible, but these things take
time. There are some really interesting ideas—the
National Council for One Parent Families is
working for instance with Marks & Spencer with
lone parents in particular to give them work
experience through that company, and that model
one could apply to a wider sector of employers.
There is a lot of excellent practice, but the challenge
is getting it up and running as fast as possible.
Declan can give you chapter and verse in terms of
the ODA.
Mr GaVney: I will not give you chapter and verse,
because that would be probably a bit tedious! I was
surprised by the comments of the EOC and the CRE
about the ODA and the Olympics jobs because it
simply is not the case that the ODA is not doing very
much. The ODA is involved in setting up the five-
borough local employment and training framework,
which brings together the Olympic boroughs and the
ODA and the LDA and the GLA, which is precisely
around how you maximise the economic impact on
the benefit of the Olympics for local residents. It can
be setting up a job brokerage service where all the
opportunities from the Olympics sites will be
channelled through, to maximise take-up by local
residents. Obviously, there is the London
Employment Skills and Taskforce report that Carey
referred to, and they have recently signalled that
they intend to do what is possible to encourage the
contractors in the procurement process to take up
the London living wage. There are legal restraints as
to getting large contractors to pay the living wage,
but we can make it a criterion of procurement, which
is what the ODA has been doing. I do think that
perhaps the OCE and CRE could get in touch with
the ODA and get an update on where they are, but
also publishing their equality and diversity strategy
in January, which I hope will make very clear what
they intend to do.

Q290 Jenny Willott: The final group of questions are
around incentives into work. The financial reward
for moving from benefits into work tends to be lower
in London than elsewhere in the UK, for reasons
that have already been touched upon. How could
gains to work be increased?
Ms Oppenheim: We have obviously a range of tools
to use, but we had some tax benefit modelling done
for us by Holly Sutherland and Nick Buck at Essex
University that looked at putting a premium on top
of Working Tax Credit to top that up, and that
does have—

Q291 Jenny Willott: Specifically in London?
Ms Oppenheim: Specifically a London top-up. That
cannot model labour market eVect so it cannot
model what the impact would be in terms of people
moving into work, but it can model the
distributional eVect. That is certainly important in
terms of improving gains to work for people in
London. Obviously, it would be a challenge to the
tax credit system to bring it in, but not impossible.
We would be interested in a top-up around Working
Tax Credit. She also models a reduction in the
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housing benefit taper, quite a dramatic one. That too
has an important distributional eVect on the after
housing costs measure for families living in poverty.
You can do it in a variety of ways, but it is clear that
we need to look at the kind of gains to work. You
might do that through Working Tax Credit or
through Housing Benefit. There are then the
childcare costs, and there are a series of pilots going
on about childcare aVordability run by the London
Development Agency. It looks as though they are
working well, but it is really important to get
underneath the implementation of that and to see if
that is meeting the gap in terms of childcare costs
that Londoners face. Those would be two
suggestions.
Ms Meadows: Those would have been mine too.
Mr GaVney: There are other ways of increasing the
gains to work which apply, such as the In-Work
Credit, which provides a temporary top-up of £4 a
week for the first year of employment. There are
alternatives to try to change the national tax credit
system. You can adjust things by using temporary
work incentive measures as well and there is clearly
a case for piloting more of that in London because
whatever the impact has on costs, living costs are
higher across the board in London so gains to work
are lower. We do not always take into account things
like travel costs and general higher costs of services
in working out the gains to work, but they are
significantly higher in London so there is a priority
about trying these things out in London as well. In
fairness, to central government, the tax credit system
does support childcare costs in London now much
more than it did a couple of years ago because of the
increases in the cost coverage that came in. The LDA
programme is beginning to show that there seems to
be evidence at this stage to suggest there is quite a lot
of latent demand for more flexible childcare in
London, which was not being met through the
market. It is very tentative because we have only got
a couple of quarters of monitoring to base this on,
but it looks as if there was a demand for flexible care
that was not being met, which I thought was an
interesting result.
Ms Oppenheim: In terms of tax credits, that is
absolutely the case but there is a take-up issue in
London, because the take-up of tax credits is
lower—65% for those people who are in work
compared to 78% nationwide. That is not necessarily
a benefit or tax-credit design question, but it gives a
role for local authorities in particular to promote
working tax credit take-up, given the fact that the
childcare element comes within there. Some things
are policy designs and some things are around
delivery as well.

Q292 Jenny Willott: You have already mentioned
the living wage, Declan, and its use in the Olympics.
If that were adopted more widely, do you feel that
would help with the gains to work? If so, at what
level should it be set? Would it help specifically with
child poverty?
Mr GaVney: It has been set for this year at whatever
the rate is . . .

Q293 Jenny Willott: Do you think it is the right
level?
Mr GaVney: On the issue of child poverty it is
important to recognise that there is not a single wage
that would lift all families out of poverty and there
is not—well, I suppose there is; if you could pay
£1,000 an hour that might have an impact, but in
terms of something realistic—because households
have diVerent circumstances and because they are
diVerent sizes the way to lift a family out of poverty
will vary from one household type to another. The
living wage does a sort of weighted average of
diVerent household types to arrive at a figure. The
impact of everybody being paid a living wage on
poverty is something that Holly Sutherland has
looked at for the Poverty Commission, and the eVect
is surprisingly small. This is really because what
tends to drive poverty levels is the hours worked
within the household, assuming that there are any
hours worked at all. Because of the way tax credits
increase incomes for lower income families, simply
switching everybody on to the living wage would not
eliminate child poverty in London; you would still
have problems of worklessness and under-
employment, which would keep people below the
poverty line.

Q294 Jenny Willott: Would it increase the incentive
to get into work?
Mr GaVney: It would increase the incentive to get
into work for people in some circumstances—in
many circumstances. The diYculty with all of this is
that it is always very hard to predict what the labour
market impact of a measure like that would be
because we can model the distributional impacts of
that kind of change—it is quite a complicated
exercise, but it can be done—but actually working
out how people’s behaviour might change in
response to a change like that is considerably more
diYcult. The strength of the living wage is to some
extent that it provides a benchmark and a target for
people to measure wages against. It is actually there
in the public domain and people accept it as being an
independently validated benchmark, which is
potentially useful in many contexts. An awful lot of
people in London are paid less than the living wage,
and considerably less so it has got that important
role in terms of having a public benchmark of what
constitutes a decent wage.
Ms Oppenheim: As a child poverty tool, you would
not put all your eggs on a living wage, by any stretch
of the imagination. In terms of fairness at work and
employer responsibility in relation to paying a
decent wage, it is clearly very important, and some
of the activity around the citizen work has been very
powerful. It is about fairness at work and wages
more than about a tool on its own to tackle child
poverty.

Q295 Jenny Willott: You have already mentioned
methods, but are there other ways in which the
benefit and tax credit system could be reformed to
encourage increased employment in London



3500382005 Page Type [O] 14-02-07 02:15:14 Pag Table: COENEW PPSysB Unit: PAG2

Work and Pensions Committee: Evidence Ev 81

11 December 2006 Ms Carey Oppenheim, Mr Declan Gaffney and Ms Pamela Meadows

specifically? For example, should there be flexibility
to increase benefit rates specifically for London?
Stunned silence!
Mr GaVney: The tax credit system at the moment
does not take account of diVerence in living costs
between London and the rest of the country. It was
not designed to do that. That is the basis for the
argument that you could make gains through having
some element of regional flexibility to accommodate
those higher living costs. There is also the need to
accommodate the eVect of higher housing costs for
at least some types of family, which can make a
substantial diVerence. The arguments are there that
if you have that flexibility in London you could
increase work incentives, and then hopefully begin
to see some of the shifts in patterns of family
employment that we need to see.
Ms Oppenheim: There are of course just national
benefit changes that would particularly benefit
families in London. If you are looking at increasing
child benefit for the second and subsequent children,
or increasing child tax credits for larger families, that
particularly benefits families in London; so you
would not necessarily have to have a London
premium to have a particularly beneficial eVect in
London. For benefits and tax credits around work
incentives there is a strong case for a London
premium. It is not clear to us—it is not a decision
that has been taken—that you would necessarily
want to change mainstream benefits but you may
want to look at things that are particularly eVective
in London.
Ms Meadows: I would say that it is very diYcult to
suggest that citizens living in London or residents of
London should be treated by a national system. On
the other hand, there are opportunities to say we will
have additional benefits for high-cost areas. There
may well be pockets of high-cost areas where you
might want to, but legislating specifically for
diVerent rates for London is not necessarily going to
be the useful solution, and also will introduce all
sorts of other complications.
Ms Oppenheim: We have not talked about the nature
of employment delivery, the service side in London.
The delivery record in London seems to be very
diYcult for Jobcentre Plus, and there is not that
much evidence to say that Employment Zones are
achieving a great deal more to deliver a really good
employment service in London, given the
characteristics of the population and the greater
risk. We need to think how we have a really good
eVective employment service whether it is Jobcentre
Plus or other providers, just to be able to deliver for
that more complex and challenging population.
Alongside benefit design there is also service
delivery.

Q296 Jenny Willott: You are pre-empting some of
my other questions! Are there flexibilities that could
be brought in around benefit rules that would benefit
London, which could be tested as part of the city
strategy, for example, around preventing people
who are studying full-time from claiming benefits?
Are there things around that which could be piloted?

Mr GaVney: It is a bit tricky because the business
plans for city pilots are due to be signed oV by their
respective boards later this month. Again, I do not
want to pre-empt the decisions that might be taken
by those boards. There is scope around benefit run-
ons and around work incentive payments, as I
indicated—possibly around the 16-hour rule. There
are also broader types of alignment that one would
hope to see coming out of the city pilots in terms of
alignment of targets and objectives between
particularly the LSC and Jobcentre Plus, which are
at the moment not particularly well aligned. I would
see those as being quite big-ticket flexibilities that
you would be seeking to achieve at a local level,
which would require the consent of not just one
department but two, and that might prove rather
challenging. The other area of flexibility, which is
more a matter for DWP, is that while there is a
certain amount of funding that is ring-fenced and
allocated to the City consortia, where they have
complete discretion on how to deploy that
funding—called the Deprived Areas Fund—this is a
very small share of the overall spend of Jobcentre
Plus in the city pilot areas. It would be interesting to
see whether some of the city pilots do bid for greater
control over mainstream expenditure of Jobcentre
Plus in their areas.

Q297 Justine Greening: In regard to cost of
transport, obviously for Londoners getting in on the
tube every day is one or possibly even two thousand
pounds of cost before they have started to earn a
penny. To what extent do you think that that acts as
a real barrier to work especially when transport costs
are rising for people? To what extent do you think
that the unreliability of some tube lines hinders
people from staying in work? If they do not turn up
on time they might lose their job, and I had that
happen to one of my constituents. There were severe
delays on the District Line for three days running,
and I had a letter from a constituent, saying: “Thank
you for your campaign but my boss has just sacked
me because I cannot get here on time.” Does the
Mayor’s OYce look at those kinds of issues
alongside employment?
Mr GaVney: I am not sure where to start on that.
One of the paradoxes about London is that the
employment rates are lowest in areas which are quite
close to employment centres. They are particularly
low in Tower Hamlets, which is next to the biggest
concentration of employment in the City. There is
not a simple story about transport costs and
transport problems and journey times and
employment rates. There is not an obvious one that
comes out looking at the London labour market
figures, basically because the people who have the
shortest journeys seem to be the ones who are least
likely to be in employment.

Q298 Justine Greening: That is possibly just an
anomaly, that Tower Hamlets is next to Canary
Wharf, so you have some people but they could
never be city traders because of their skill set.
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Mr GaVney: My point is that as you move away
from concentrations of employment, employment
rates go up. That is basically the pattern in London.
Employment rates tend to be highest as you move
out to suburban areas. That, to me, would suggest
that there is not a simple story about transport and
its relationship with employment. That is just the
point I was trying to make there. In terms of the
reliability of the service, I do not think it is going to
be a driver that will make a significant diVerence to
employment rates because it will aVect everybody
and the employment rate diVerentials do not aVect
everybody, they aVect some people in particular. I
just do not see that as being an explanation as to why
we have higher worklessness rates in London.
Ms Meadows: The one thing we do need to
recognise—I live on the District Line as well so we
are very familiar with the last few weeks—is that
London has a public transport system that is viable
for people who want to use it to go to work, and that
is not universally true in the rest of the country. In
many parts of the country public transport closes
down at six at night and does not work for people
who are on shifts. In rural areas the buses do not
come until well after the time that people would have
stopped work. At least in London you can go to
work without having a car, and that is not true
everywhere.

Q299 Jenny Willott: Is it possible for providers
within city strategies to be able to recycle benefit
savings into their programmes? They will be saving,
when people are oV work. There are significant
benefits to the Treasury. Should they be able to
recycle that to improve their programmes and get
more people into work?
Ms Oppenheim: Yes, I would say that obviously that
would provide the right incentives for providers. In
some cases the Treasury has operated rules where
you can reinvest, and I would have thought that that
was sensible.
Mr GaVney: It is the consortia rather than the
providers that will be recycling the benefits savings.
The consortium might contract out provision to
somebody else. It is the consortium that should
retain any savings that are made rather than the
actual provider.

Q300 Jenny Willott: Why has the national
employment programme been less eVective in
London than elsewhere?
Ms Oppenheim: I do not think we know the answer
to that entirely yet. We can guess at some of those
reasons. As Pam’s work very clearly shows, the
London population has a particular set of
disadvantages that make it more diYcult for them to

go into work, and in addition the incentives to work
are often not strong enough. There are things that lie
outside that make it more diYcult to perform. There
are issues about the retention of the workforce.
Jobcentre Plus’s own workforce is pretty low paid
and there is a lot of internal change. We also need to
think about what we can pay or what the
Government can aVord to pay to people who are
delivering quite a complex service. You are probably
better able to get this kind of information than we
are, about the relevant performance of Jobcentre
Plus versus other providers, employment zones and
the multiple provider pilots in London. That is
something to have a look at, whether the other
providers have been able to perform better, and, if
so, why that is the case. It strikes me that it would be
a combination of turnover within employment
oYces, Jobcentre Plus oYces and other oYces,
coupled with a challenging population. The city
pilots are an ideal way of being able to test greater
cohesion and a more rounded service at the front
line, the sort of things that—given people come in
with a range of problems, you test them in the round.
We should be wary of attributing all of the issues of
the London labour market to the employment
service.

Q301 Jenny Willott: Are you aware of any evidence
about the eVectiveness of the employment zones
compared to Jobcentre Plus?
Ms Meadows: Only qualitative evidence at the
moment.

Q302 Jenny Willott: What does that suggest?
Ms Meadows: It suggests that Employment Zones
can be better for very diYcult populations, but it is
a very early stage in the evaluation, and I would not
put an enormous amount of reliance on it. 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 staV 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
diYcult within that framework to oVer the sort of
flexible personalised service that you can do in the
Employment Zones.
Chairman: Thank you very much. As we thought,
your evidence has been interesting and challenging,
but I would say there are a large number of cities in
Britain that would give anything for the bus service
you have in London. Thank you very much.
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Chairman: Welcome. We are very glad to have you
with us. The report that came out last month was
interesting, to say the least!

Q303 Greg Mulholland: I want to ask a couple of
questions about increasing the employment rate for
lone parents. As you will be aware, the rate of
employment for lone parents has remained at 56.6%
since spring of last year and the partnered mothers’
employment rate fell over the same period. That
clearly needs to be addressed, so what key policy
changes do you think are needed, and would they be
diVerent for lone parents than for coupled parents?
Ms Harker: The slow-down in the increase in the
employment rate is probably to do with three related
factors. First, with lone parent employment rates
rising, those that are left behind are further away
from the labour market, and related to that whilst
the New Deal for Lone Parents has certainly made a
diVerence, particularly around personal advisers,
the dosage, if you like, is not suYcient to help those
who remain out of work. My report for the
Department highlighted particularly the need to
improve support around childcare and access to
flexible working for all parents. Given that parents
looking to move into work will be concerned about
ensuring that work pays but also that it fits with their
family commitments, and that they have access to
childcare if necessary, our welfare-to-work schemes
need to do more around childcare and concerns
from the evidence about the take-up of particular
types of support that Jobcentre Plus current
provides for parents around childcare. I also feel
that Jobcentre Plus is not fulfilling its role as an
agency that should be gathering the intelligence
about what parents need around childcare, and
working more strategically with local authorities on
delivery of services. That is a key area where
improvements are necessary. There are other areas
around flexible work, particularly for mothers in
couple relationships. At the moment, welfare-to-
work schemes do not particularly broker flexible
working packages for parents. Vacancies, for
example, do not automatically indicate whether it is
possible to work part-time or family-friendly hours.
Advisers are not proactively seeking to work with
employers to broker arrangements for parents, and
that is an area where improvement is necessary.
Those are some examples of where the dosage needs
to improve. Finally, the evidence around retention
rates in work are such that there are very high job
exits for lone parents, more than double the rate of
non-lone parents, which is making it diYcult to
make progress on lone parent employment. We
know, for example, if those rates were evened out,
and the rates were the same as for non-lone parents,
the Government would meet its 70% lone parent
employment target without having to put any
additional lone parent into work. That churn, that
lack of retention on work, is a brake on progress.
Professor Gregg: I have a couple of caveats on that
and then will go to the policy stuV. Last year
employment rates have fallen nationally. It is the
slowest growth we have had for the UK economy
since 1992. It is a facet of a general slow labour

market. The second caveat is that there is noise in
this data—it bounces around. The IAS numbers for
lone parents are slightly more reliable and give a
more reliable underlying picture, but that in itself
shows continuous small gains over the last two or
three years, and nowhere near at the level or order of
magnitude that would make a serious stab at a 70%
target. The guts of the point is right, but focusing on
one year can be slightly misleading. In my view,
policy for lone parents needs three major step-
changes. At least two of them are currently under
substantive discussion. The first is that we have
found that the in-work credit system plus the choices
package available for lone parents is very successful
in moving those people back to work if they engage;
but we have a fairly low engagement rate. 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. The clear attempt of
policy which is currently out there is to pilot—and
this is an idea worth considering extensively—
financial inducements for lone parents to engage in
the New Deal for Lone Parents in the choices
package. The pilot title is Work-Related Activity
Payments. That is trying a strategy to financially
induce people to engage with a successful service.
The second key point that Lisa highlighted, and
which is dead right, is the retention issue. We have a
chronic lack of retention amongst lone parents.
They are moving into work frequently but moving
out of work disproportionately frequently
compared with other mothers. In London the In-
Work Credit has been tried, the financial
inducement to make work pay more and make it
more viable for people to overcome the day-to-day
hassles particularly around childcare that make
holding work down diYcult, particularly for lone
parents. Childcare, as Lisa mentioned, is an essential
part of that, and the expansion of complete wrap-
around in schools—the 8 pm to 6 pm kind of
strategy in the same location—is a crucial part of
trying to improve the lone parent employment rate.
Finally, as has been mentioned in both settings, is
the retention advancement part of the package. We
have a series of pilots out there—the Employment
Retention Advancement Programme—which we
hear rumoured from the DWP is having some
success in helping lone parents hold jobs and
advance into better paying jobs, particularly with
longer hours. If that is true, we should be getting
reports within the next month or so, as I understand
it; but it is a really big leap forward in improving the
lone parent employment strategy. This kind of
retention and advancement package has been a big
issue going back a very long time. None of the
American pilots that have been tried has been
successful to date. If we have one here that is
showing signs of working, it is really big news and
something we need to act on very quickly because, as
Lisa said, that is a bit big of the jigsaw that is missing;
it is holding people in work once they enter and
helping them to move into better paying jobs; and
that helps people stay in the labour market. There
are two ways of thinking about couples. There are
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those reliant on benefits for their main source of
income, ie, their partners are not working. The
partners of the unemployed or sick and disabled
continue to be the completely forgotten part of the
welfare system. There have been small attempts to
engage with this group but they have been very
tentative and very half-hearted; and yet often the
case is that particularly with the sick and disabled,
their chances of moving to work must be higher than
those of their seriously ill or disabled partners. Yet
we do not treat them as equals in terms of the kind
of support and incentive structures we have in place,
including financial incentives. Those with children
should be treated in every respect like lone parents;
they should have exactly the same levels of support
and financial packages in their favour to try and help
them back to work. They have the same kind of
childcare responsibilities and perhaps other care
responsibilities that make life harder, but they have
got to be treated at least as well as lone parents in
trying to move them back to work. The other group,
which is more diYcult, is those where there is a
working partner, where we have no real contact
mechanism through the benefits system. We have no
direct contact. There, we need to try something a bit
more innovative. It is my understanding that one of
the features of the Leitch review was to bring
forward the idea that organisations should be
incentivised to engage with populations that we need
to attach to the labour market better. The low-
skilled are obviously part of the Leitch review but
organisations should be incentivised, as well as
having a duty, to go out and reach the hard-to-help
groups in work in order to try and train them, or at
least work in the household—and it is implied for the
out-of-work populations. What we need is a
household strategy dealing with low skills and
worklessness, just as we have for the out-of-work
population.

Q304 Greg Mulholland: The current PSA target, as
you will be aware, is to increase the employment rate
of disadvantaged groups and to significantly reduce
the gap between this and the overall rate. The target
will be considered to be met between 2005 and 2008
if there is a change of 2% for lone parents and 1% for
the disadvantaged groups. Do you think there
should be targets set in the 2007 spending review?
Should there be explicit milestones on the way to an
overall 80% rate?
Ms Harker: I do not know. I think the 70% target is
the right target. It focuses minds in the right way and
is ambitious. If you look around Europe, it is by no
means unachievable. I would prefer to see some
changes to the targets around retention, not only
around an employment rate.
Professor Gregg: I agree with that. I do not think
further milestones or tweaks to targets from the
DWP are a major issue. We need to get a diVerential
emphasis on retention and skills, which is essentially
outside DWP’s primary remit. I am advocating that
there should be more shared targets between DWP
and the LSCs or DfES around those twin goals of
getting people into work and retaining them in work.

It is not so much tweaking DWP’s; it is about getting
bigger ownership within the rest of Government of
those kinds of targets.

Q305 Greg Mulholland: Do you think that the aim of
having 70% of lone parents in work by 2010 should
be a PSA target?
Ms Harker: I do. I think it is challenging but there
is no reason why we should not have levels of lone
parents similar to France, Spain, Austria and
Denmark. It is the right level of ambition. It is going
to be tough to reach but I think it should be retained.
Professor Gregg: Given where we are and the current
announced plans that we have not got a hope in hell
of getting 70%. The level of step-change that is
needed in order to produce it is huge and in that
sense, whether it is a PSA target or not will not make
a blind bit of diVerence. We are too late in a sense.
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. Are we
building a long-term strategy towards getting lone
parents into work? The 2010 target has already
been missed.

Q306 Miss Begg: You say that the target has already
been missed, but we have been talking this afternoon
about looking at welfare-to-work programmes for
specific groups. Do you think we ought to be
building more flexibility into the system to respond
to individual needs, and if so what should that
flexibility be and how would you get the balance
right? You are obviously looking at large numbers.
Ms Harker: 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. I would certainly want to
see more flexibility between those two programmes,
either enabling individuals to move between
programmes under some sort of discretion of the
adviser, or the health condition management
element of Pathways to Work to be included in New
Deal for Lone Parents as necessary. There are two
ways of doing it, but either way it is quite clear that
for a significant proportion—one in three lone
parents are on income support—say they have a
condition that the system is not able to support.
Professor Gregg: I would go further than that. 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
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rules concerning allowable work rules, linking rules
and all this kind of stuV. It essentially needs to be
swept away and 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. So they in a sense are to have aligned
incentives for trying to help the individual. It is a
direction we have been moving in as a Government
for the last 10 to 15 years. The whole engagement/
support function just did not exist 10 years ago
except for small groups of unemployed. We have
developed an entire engagement structure, but its
development so far has been based around diVerent
benefit streams. It is time to take the next logical
step, which is to entirely move to a system where the
personal adviser designs the back-to-work support
package for the individual, and that is not
constrained by what rules and what benefit you came
onto the package through.

Q307 Miss Begg: Has anybody done any work about
the costs of that, because presumably, from what
you are describing, it would be more costly.
Professor Gregg: Why would you think it is more
costly?

Q308 Miss Begg: Because it is individual, and there
are the linkage rules. It is more expensive to deliver
for the disabled than many of the lone parent
programmes.
Professor Gregg: Yes, in the sense that the more
disadvantaged the person, the more it is going to
cost; but it is not necessarily the case that for a given
population that the average cost should rise. Indeed,
if it is successful in the sense of meeting individual
needs, and the caseworker is incentivised in order to
move that person to work eVectively, I would see
absolutely no reason why it should be more costly.
Linking rules are one area where—they only exist at
the moment for the sick and disabled, so there are
potential issues about extending that to other types
of group.

Q309 Miss Begg: The caseworkers—would you
envisage them in private sector jobs?
Professor Gregg: To be honest, I do not really care,
provided they have strong incentives.

Q310 Miss Begg: Would there be capacity? Do we
have the number of well-trained caseworkers? In the
past the quality of caseworkers varied enormously.
Professor Gregg: It does, but we have also found that
if we put out the challenge particularly to the
voluntary sector to produce services, they have been
able to meet it surprisingly quickly. If we were
shifting a mix between sectors, some of the workers

would also shift sector. There may be short-term
capacity, but I think the capacity would be built
pretty quickly. It may not be something you do
nationally as a big bang and something you work up
in certain areas, and London would be an obvious
place to start, given that the services worked so badly
in London.

Q311 Miss Begg: Do you think there is flexibility in
the city strategies to—
Professor Gregg: Yes, 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.
Ms Harker: They could be the place where this kind
of thinking could happen, but potentially because
we have yet to see those flexibilities requested or
tested. There is a need to raise the level of ambition
of the strategy pilots but also to begin the dialogue
with the Department about the nature of the
flexibilities that are required.

Q312 Miss Begg: Is there any evidence that
employment zones have been far more successful in
getting people into work than areas that are covered
by Jobcentre Plus? I am thinking particularly of
London. Have employment zones been working
better than in Inner London for example than
Jobcentre Plus?
Ms Harker: I have not seen any evidence.
Professor Gregg: In Inner London I have not seen
any evidence. There is some evidence that
employment zones are working better for
particularly disadvantaged groups nationally, but
not—I am not aware of anything particularly
concerning Inner London.

Q313 Miss Begg: You are just saying, sweep away all
the definitions and the fat that someone is workless is
all the definition you need to then swap them into—
Professor Gregg: In a sense, if we stop trying to
categorise people a priori from an administrative
point of view and start letting the caseworker design
the package to support that individual back to work,
because that is where the information set is being
observed. The idea that the DWP, according to what
benefit you have signed on for, gains information at
that point according to what your package of
support would be, does not make a lot of sense. It is
time, in a sense, to make the next logical step of what
has been the progression over the last 10 years or so,
and start allowing the engagement function to
design the package for the individual. It is already
happening to a degree within the sick and disabled
and lone parent groups, but less so with the
unemployed. It is just the next step in a logical
progression. We should try it in certain places in
order to get it moving, and city strategies could be
one of those.

Q314 Miss Begg: Do you think there is any mileage
in changing the benefit and tax credit system because
most of the evidence today has been about London,
but could the benefit and tax credit system be
reformed to make sure that there is a higher
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engagement in employment in London specifically,
and would it be viable to have the diVerential about
what is on oVer in London as well as elsewhere in
the country?
Ms Harker: It is worth looking at measures to make
work pay in London, because clearly there is a
particular problem around the labour market and
the ability of parents particularly to define work that
pays; and that you could do that via either a high-
level tax credit, or a longer paid tax credit, or a
continuation of the in-work credit, or changes to
housing benefit. As you have also heard previously,
changes to out-of-work benefits for London would
be diYcult, given the nature of the national
entitlement on which the system is based; but I do
think that looking at incentives to work London
would be an option.
Professor Gregg: I totally agree with 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.
On the other side, work incentives in London are
weak for parents—not everybody, but for parents—
so we do need to do something to improve work
incentives for parents in London, and the Working
Tax Credit element seems the natural place.
Administratively I know that tax credits are under
real strain and the whole system is not working
terribly well, so there may be those kinds of
concerns, but in terms of thinking about it as a
system we should have a higher Working Tax Credit
for London to compensate for the fact that wages
are not doing enough to provide work incentives
for parents.

Q315 Miss Begg: Yet another thing to be done in
trials through the city strategies?
Professor Gregg: It is diYcult to do something inside
tax credits and through a city strategy in my head. It
seems easier to try the other side, the In-Work
Credit. That seems more viable through a city
strategy.

Q316 Miss Begg: When you are looking at inter-
generational worklessness, to what extent do
attitudes or orientations to work act as a barrier to
work, and how do we design policy?
Professor Gregg: Inter-generational poverty or
inter-generational worklessness?

Q317 Miss Begg: I am linking the two, I suppose. All
the evidence is that there is now, more and more, an
entrenched hard core of families for whom work is
now three generations back. Therefore the cycle of
poverty has never been broken in the family.
Ms Harker: That is a huge question. We know that
the children that grew up in poverty during the
1980s, when poverty grew very fast, are more likely
to be poor adults today. Social mobility has slowed.
It is partly about staying disadvantaged, as well as
about aspirations and attitudes. To my mind the
most important, significant policy area is around
education. The transformative nature of education

needs to up the game. We know that particularly
high-quality early-years provision can make a
diVerence particularly to disadvantaged children.
We have been less successful at closing the gap
between poorer kids and better-oV children at
school. Making educational inequality a top priority
would be my starting point on that issue.
Professor Gregg: We did not introduce ourselves,
but I am an academic, and one of the areas I have
been working on a lot recently is inter-generational
mobility. The research that we have been producing
has suggested that between the two birth cohorts in
the UK, the 1958 cohort and the 1970 cohort social
mobility fell, so that Britain became a less mobile
society through the 80s and early 90s at least. We
have gone on to do some research as to what drove
that fall in mobility, and the two stories that come
out are firstly educational attainment. Crucially,
that was not because there was a better alignment
between innate ability, if you believe Inquiry
measures innate ability, and people’s family
background. It was not Inquiry that was becoming
more socially graded, but education was.
Educational attainment of children is being more
firmly linked to their family background, given their
ability—so people, given their ability, their
education; attainments become more firmly related
to their family backgrounds. The whole government
has to step up the idea of trying to turn around the
eVect of social disadvantage in education. The other
thing that came out, which received less attention in
the past, is the importance particularly from those
from relatively deprived backgrounds of early
labour market attachment. That post-16 period,
which is part of education, staying on—but it is not
getting into jobs quickly that is a key part of the
story. It is an area where we still have a hard core of
around 10 to 12% of 16–19 year olds who are not in
work or in education, and that group is a group that
goes on to very long-term disadvantage. It is an area
that we need to do some serious, serious work on.

Q318 Miss Begg: Are you saying that worklessness
is passed down from generation to generation.
Professor Gregg: The evidence on worklessness is
that there is a degree of inter-generational
worklessness, but we are talking of very small parts
of the population here. Inter-generational poverty is
much larger. We have a stronger sense that the kids
who leave school early and do not connect with the
labour market, particularly with jobs with training,
do really, really badly in terms of the rest of their
lives.

Q319 Miss Begg: Have you done any work to find
out whether those kids end up on disability benefits,
because you often find whole families whose health
record is not particularly bad compared to other
families, yet they are all on disability benefits?
Professor Gregg: I would not swear on disability
alone, but certainly there is a lot of worklessness,
which includes unemployment, lone parenthood
and mothers, and some disability. There is a lot of
worklessness, but on the mix I could not say.
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Q320 Miss Begg: Once you have worklessness and
you are a lone parent, then you have depression
and—
Professor Gregg: Yes, you have high worklessness
and low wages when people work. For those groups
who come out of school with very few educational
qualifications and do not make early connections
with the labour market.

Q321 Miss Begg: So what does the Government do
about it?
Professor Gregg: Part of it is before 16, in terms of
education—and we have heard the early years
educational kind of stories—very active policies of
directing resources in schools to tackle the
educational disadvantage of those from poor areas.
We have seen in the PDR mention of various
schemes—paying teachers more if they are working
in disadvantaged schools—remedial reading classes
particularly at five and six, to pick up the kids who
are doing really badly, and try to get at them when
they are young. We know that an early strategy is the
way to do it and have come in with a view to try to
support kids from deprived backgrounds to go into
education. It seems to have had some success in
getting those who would otherwise have gone into
work without training to stay within education. 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 Connections has not been
terribly successful at picking them up. It has parallels
with that engagement function that we talked about
for lone parents and sick and disabled. We need to
develop an agency responsible for that engagement,
and that may involve some kind of financial
payment equivalent to a benefit but not an
unemployment benefit, which, like the other groups
that we are talking about is part of a stepping stone,
like the attachment payments for the sick and
disabled. An attachment payment for these guys
would move them back towards work with training
or education; so they only receive it if they are
engaging in functions in the steps, if you like, to get
them into work with training or education.

Q322 Miss Begg: At the early stages—Surestart is
only 8 years old, so the Government is getting it
right, as you see it.
Professor Gregg: There is a step-change. I think
the Government has been careful about pushing
a lot of resources into schools serving poor
neighbourhoods. There is a general funding rule that
local authorities with more deprived kids get more
money for schooling; but the local authority tends to
distribute it evenly across all its schools, other than
focusing on those with the most disadvantage; and
even if it goes to the school it goes to all kids, rather
than focusing on the kids experiencing particular
problems of disadvantage. The Government does
pay money directly to schools, and I think that
should be graded according to the level of

disadvantage the school is facing; and we should
have development of programmes such as the
current reading programmes for five and six year-
olds, which are really trying to get at the
disadvantage deficits. That is just a step-change
there in thinking about how resources are trying to
get to the poor communities.

Q323 Miss Begg: At the moment, you are still saying
the 15–16–17 year olds—the NEETs (Not in
Employment Education or Training)—that there
needs to be some kind of focus given.
Professor Gregg: Definitely. It is an area we thought
was going to get better with general improvement in
the labour market and so on, but it has not. It really
has not improved.
Ms Harker: There is a crucial thing missing with the
early years though around quality, and all the strong
evidence that where early years provision makes a
real diVerence in terms of disadvantage, it is around
the quality of the care which relates to the
qualifications of the worker. You have just been to
New Zealand, where they have a 10 year strategy to
achieve 100% teacher-trained early years workforce
by 2012. We have a 17% graduate workforce in this
country, and woefully unqualified levels of staYng
in early years provision, and a target to have one
graduate in every setting by 2015 is nowhere near
100%. A step-change in the quality of that
intervention would make a really big diVerence.

Q324 Justine Greening: In regard to social mobility,
what you said is interesting. My understanding of
the study between the 1950 and 1970 cohorts was
that the big diVerence was largely at the university
level, when in fact during the 1980s, at the time of the
big expansion of numbers of places at universities, it
turned out that middle-class families had taken up
those opportunities. There was an expansion of
opportunities, but they were disproportionately
taken up by middle-class families rather than lower-
class families. That is why the educational inequality
has risen; in other words it had gradually got better
but there was still that cohort at the low-income end,
the disadvantaged; and for various reasons they
were able to take part in that. No doubt however
there were many people from those families that did.
Professor Gregg: There were three big stories that
come out of the social mobility research. One of the
stories is the big expansion of access to higher
education; and it did almost exclusively come from
those in the top half of the family income
distribution. A lot of that comes from the fact that
kids were not getting into the frame at 16. They were
not getting educational qualifications to get
themselves in the frame to continue participation;
and that is the issue of learning disadvantage before
16. It is not as though they arrived at 16 and then did
not go to university. The disadvantage was well
apparent by then. The other story that has not
received as much publicity is the role of early
attachment to the labour market—for those that left
school relatively early on. The other aspect is this
early attachment to the labour market. You are right
that access to higher education is a big issue in terms
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of social mobility but a lot of it is to do with early
learning disadvantage, which you are not getting in
the frame. The third is the late attachment to the
labour market.

Q325 Justine Greening: One of my questions is about
migration, and we ran through this with the previous
group that gave evidence. The impact of migration
on London is an issue that has been debated quite
hotly in the news and generally. Are you aware of
any facts to show that migration into London has
had an impact on the labour market on worklessness
and wage levels?
Ms Harker: I have very little to add to what you have
previously heard. A watch on what might be
happening to particularly low-skilled workers and
potential over-supply of low-skilled workers in
London, given what we know about employment
patterns in London—I do not think we have the
evidence to prove that international migration is
making that diVerence yet. When I came to look at
London in my report for the Department, I worded
that very carefully. We have yet to have strong
evidence to prove that that is the case.
Professor Gregg: Wages at the bottom of the labour
market have firmed over the last five years or so,
probably due to the type of labour market and the
impact of the minimum wage, which is increasing its
bite and has been raised faster than earnings. We
have seen for the first time in 30 years wages at the
bottom end rising faster than the middle of the
distribution.

Q326 Justine Greening: Are you saying that is
artificial rather than market-driven?
Professor Gregg: No, it is a mixture. I do not know
the mix in terms of the tight labour market and
minimum wage. Until very recently there was no
evidence that migration in terms of wages is
particularly damaging at the bottom end of the
labour market. However, in the last year or so we
have seen a softening of the labour market.
Unemployment has been rising. It is possible—and
again the minimum wage will not rise as fast in the
future—that those gains will start to be reversed. It
is possible, but to date the evidence base is that we
cannot find any substantive eVect of migration in
terms of softening wages at the bottom end so far.
That does not mean we might not see it in the next
couple of years in the softer labour market we have
now.

Q327 Justine Greening: In other words, we may have
got a permanent migration of workers for what was
a temporary tight labour market.
Professor Gregg: That is an interesting one in the
sense that what should happen in labour market
theory is that the increase in labour supply will hold
down wages enough for the economy to grow to
absorb that, but you should not have any permanent
increase in unemployment. That is fair enough, but
where we are in a sense is that we are never at those
kind of long runs. Is the Bank of England prepared
to let the economy run enough to absorb the labour
we have got? We have this large flow of labour

coming in from outside and we have this large
increase of labour coming internally. We have big
rises in labour market participation, with older
workers, which we should be happy about, including
a large number beyond normal retirement age; plus
the sick and disabled and lone parents that we have
been talking about. We have this big surge in labour
supply but the economy needs to grow quite fast to
absorb it. We need growth of at least 3% to absorb
these two big increases in labour supply. Is the Bank
of England to let the economy grow that fast? I do
not know.

Q328 Justine Greening: The impact of allowing the
economy to grow to take up this labour supply
would be what?
Professor Gregg: The danger from the Bank of
England perspective is about inflation. The economy
is really going, and we get inflation pressures
building in, possibly coming from companies trying
to increase their profit margins. On the labour
market side, it is nothing but good news in the sense
that if we can absorb big increases in older workers,
lone parents and sick and disabled back into the
labour market, that is really good news for trying
to tackle worklessness, poverty and benefit
dependence. We have two sources simultaneously,
which we have not had for most of the 1990s; these
two big increases coming externally. The big surprise
is this big internal increase in labour supply, which
we should be really happy about; but the economy
needs to go really fast to absorb these two big
increases at the same time.

Q329 Justine Greening: Or else we will have
inflationary pressures.
Professor Gregg: The danger as-far-as the Bank of
England is concerned is that companies, in a very
moving product market, are able to start raising
prices and profit margins and so on, and that leads
to inflationary pressure. This is the classic dilemma,
particularly on the back of the energy price shocks
that we have had. When there are big increases in
costs firms start passing those on, trying to raise
profit margins. This is exactly what happened in the
late 1980s—a strong boom. Wages were struggling
to keep up with the rising inflation because the
inflation was getting fairly entrenched. Potentially
there are huge gains to be had.

Q330 Justine Greening: Are there any other policy
responses other than the Bank of England’s call on
growth that we need in response to the migrant
worker phenomenon that we have seen in recent
years?
Professor Gregg: Carey mentioned that 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
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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.

Q331 Justine Greening: What about the London
Skills Strategy: should migration be a part of that,
but managed more carefully?
Professor Gregg: I would say what I have just said;
that it applies even more in London than everywhere
else, where there is a much bigger population of
migrants, including not just recent migrants.

Q332 Mrs Humble: I am sorely tempted, Paul, to
challenge you on some of the things you were saying
on education, especially on the specific targeted
funding; but I shall resist the temptation. Before
asking you both some questions on retention and
advancement, I want to ask you for more of an
explanation on your personalised service that you
were talking about earlier to Anne Begg. In a
previous report from this Committee, one of the
recommendations made to Government was that the
separate new deals, which did not take into account
the fact that you could be a young person, could be
a lone parent and you could be disabled,
altogether—and you could actually be a 50-plus lone
parent and disabled, should be flexible so that
somebody could have a personal adviser taken into
account, or their needs. The Government did
introduce the building on new deals, BONDs. Do
you have anything to say on that and whether a
further BOND could be the way forward?
Professor Gregg: BOND has not really taken oV. It
was discussed inside the DWP, as I understand it.
The problem was that DWP wanted the flexibilities
to shift moneys around to target diVerent
populations of benefit claimants in order to meet
their points targets; and the Treasury thought that
was not making a lot of sense. The underlying
concept of the BOND is right, but it has never taken
oV. It is personalised welfare, except what I am
describing is slightly further down that kind of
model. You do not really worry about what benefit
people come into.

Q333 Mrs Humble: Exactly, and that is a second
issue. You seem to be talking about having a single
core working age benefit, because otherwise how else
could you start oV? Your starting point would be
instead of judging somebody for the benefit form
that they fill in—they would only be filling in a single
benefit form. How else would—
Professor Gregg: To be honest, I would advocate
that as a long-run direction. There would be
diVerent rules for the unemployed but essentially I
would argue that that is the long-term direction.
However, I do not think you need to have got there
before you start allowing caseworkers flexibility in
the package they design for the individual. If you
devolve that decision-making down to the
caseworker who is incentivised to get the person

back to work, you do not need to worry too much
about what benefit they come on to; you just make
the decision about the best package for that
individual; it is designed between the caseworker
and that individual, according to their individual
needs. We have got there for the lone parents,
subject to certain rule constraints, and for the
disabled. We have got the caseworker system
working within the disabled, subject to its rules. We
have it less with the partners and the unemployed. It
is just removing those sectional barriers or columns
that separate these things and allowing more of the
discretion to lie with the caseworker, provided the
caseworker has that kind of incentive.

Q334 Mrs Humble: Presumably you are judging
your caseworker on outcomes.
Professor Gregg: Yes.

Q335 Mrs Humble: To move on to retention and
advancement, how would you envisage a system
being set up where the caseworker would have an
ongoing involvement with an individual to ensure
retention and advancement? You mentioned earlier
in answer to one of my colleagues the research you
have done in America. You said that if you can find
a pilot that was working in this country, we should
grab hold of it.
Professor Gregg: Yes, that is good news.

Q336 Mrs Humble: What lessons can we really learn
from what has happened in diVerent states in
America? Is it transferable? Do we have an example
here that we could use?
Professor Gregg: Of retention and advancement?

Q337 Mrs Humble: Yes. We have this Employment
Retention and Advancement Demonstration
Project, which is a mouthful! Does it work?
Professor Gregg: That is what I said; we have
rumours coming out of DWP that it is showing some
success or lone parents, but less so for the partners
of those who are workless.

Q338 Mrs Humble: Just going back to the US.
Professor Gregg: What can the US teach us? Finding
good evidence that something works is a good
starting point for us to try something similar here. It
does not guarantee it works here but it gives you a
good evidence base.

Q339 Chairman: Better than trying something that
has failed!
Professor Gregg: Exactly! I know that sounds kind
of obvious, but you would be amazed how many
times people want to try things that have already
failed—endlessly! Trying something that has
succeeded and then trying it here, and trying to
improve on it is the starting point. As I said, on the
retention advancement, there is no evidence base
anywhere of anything that works once you have got
people into work to help them advance and to retain
them in work from the American, North American,
Canadian and Australian work. However, the
rumours are beginning to work that our experiment
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is showing some signs for at least some groups. We
should be getting the evidence within a month
because the rumours only start a little bit before they
come out. If that is true, and if it is showing some
positive signs, then that is really big news and we
should be trying to move it quickly into the
mainstream, because that is a big step forward. I
would not like to see it delivered by DWP necessarily
because it involves this work and skills part of the
package; and it should probably be on the other side
of the current divide, and it should be the
responsibility of those that work with the in-work
population, which is the learning and skills councils.
Again, they should be contracting out to people who
are incentivised to help these marginal groups get
into work and to skill. As we said before, the DWP
and Jobcentre Plus have not got a good record of
working with employers. We need people who have
the incentives to go out and work with the individual
employers that people have started with, to allow
them and help them gain the skills and career
development.

Q340 Mrs Humble: We do have some good examples
of DWP working with job brokers on new deals for
disabled people and doing exactly that, supporting
individuals when they are in work. Why can it be
done overall?
Professor Gregg: The DWP’s in-work support with
the disabled I would not say is working
particularly well.

Q341 Mrs Humble: I am going to challenge you
again! You will have to come to Blackpool.
Professor Gregg: Okay. I am thinking more about
when people become sick and disabled, who were
employed, about the kind of help and support that
employers give. I think that is a totally diVerent
subject in a sense that we could be talking about.
Once people have got into work, having been on
benefits, we have no system to help people then, for
lone parents, the unemployed and so on. I think it is
an area in which the ERA demonstration could
provide the blueprint of what service we should be
developing, and it should be funded not by DWP but
through learning and skills councils. They have got
the money.
Ms Harker: I slightly disagree. We have seen some
early data that looks very exciting around the pilot
both in terms of people being more likely to move
into work and stay in work and earn a higher wage—
not necessarily across all groups but some positive
results. What we learnt from the States is that what
works best is a combination of pre-employment and
post-employment support with some financial
incentives to stay and progress in work. If you take
any one of those elements on its own, it is not nearly
as eVective. Where it is working well is where in a
pre-employment stage we are taking longer to look
for an eVective job match. In other words, 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 oV 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”. Work-first is the right approach but it is not
suYcient. 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.

Q342 Mrs Humble: Building on what works now
presumably.
Ms Harker: The pilot programme is doing that in
New Deal Plus for Lone Parents; there is some
element of the same support for people who move
into work. These are small programmes involving
small groups of people rather than change across the
board. The principle that you take longer to move
people into work to ensure that it is the right
job for them, means they are more likely to stay in
work. It should be throughout all welfare-to-work
programmes.

Q343 Harry Cohen: To be more specific on retention
of lone parents in work, a lot of them would say the
reason they give up work is child sickness, especially
when they have not had any back-up with anybody
looking after the child in those circumstances. Has
any work been done on that, and what solutions
could be developed?
Ms Harker: All the evidence about why lone parents
leave jobs shows that they are essentially the same
factors that might have prevented them from
moving into work in the first place; it is around their
children’s needs. It is quite often the hassle factor—
the work did not pay enough; its location is
inconvenient—and everything breaks down when
your child becomes ill. Spending a bit more in the
pre-employment stage may help resolve some of
those issues, but clearly something like a child being
sick is much more to do with the flexibility in work
and provision that employers can oVer. Again,
Jobcentre Plus could be doing much more working
with employers and engaging them and thinking
about those issues. We heard earlier about the one-
parent family schemes of Marks & Spencer. It is that
kind of programme that is introducing changes.

Q344 Chairman: There has been much discussion,
and you touched in your report on the pull factor of
the employer that has got jobs, and the push factor
of upskilling people. Where do you think we are on
that continuum? Where do you think we should be?
Ms Harker: It is very disconnected at the moment,
both in terms of the level of engagement of
employers and in designing the skills necessary for
people to move into work and the relationship
between Jobcentre Plus and employers and indeed
the learning and skills councils. The Leitch review
highlights that problem and identifies part of the
solution in terms of a much more demand-focused
strategy. In general, the evidence I have seen is that
the level of engagement between Jobcentre Plus
workers and employers is extremely patchy in terms
of proactive dialogue about the nature of the skills
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and the nature of the jobseeker being available and
meeting the employer’s needs and Jobcentre’s needs.
I think the National Employment Panel has pointed
at lots of things that need to change on that.

Q345 Chairman: If you were Devil’s Advocate you
would say that the employers want the state to pay
for all that training and preparation, and they will
reap the benefit.
Professor Gregg: There is truth in that!

Q346 Chairman: For every cohort of people out of
work, for every individual, there are a million times
as many people who are in work with those same
problems, and they cope. Some are just coping and
some doing very well, and lots of that is down to
what the employer is prepared to invest in his
workforce. I accept the principle, but the fact is that
far too many employers in this country, unlike
almost anywhere else in the world, want somebody
else to pay for the training, and everything that has
been tried since the abolition of training levies has
failed—sector skills councils failing, and LSCs. I am
sorry—they might have bundles of money but they
have been rubbish.
Professor Gregg: I could agree with that too.

Q347 Chairman: There is a corporate welfare issue
here, as well as the individual welfare.
Ms Harker: The Leitch review sets out where state
support might end and employer responsibility
begin in terms of Level 2 and Level 2 plus training. I
also think that Jobcentre Plus is on the back foot in
terms of its relationship with employers. Employers,
we feel, get a very poor service from Jobcentre Plus.
Improving that engagement with employers is
critical to giving employers a better service but also
Jobcentre Plus being more proactive in brokering
arrangements for its jobseekers, both around flexible
work and skills.

Q348 Chairman: Do you think Jobcentre Plus could
be much more proactive if it charged for its services?
Ms Harker: This question has been raised before. I
think at the moment it would struggle to get anyone
to pay for its services. In the long term, it ought to
be charging for its services, just like any other
recruitment body.

Professor Gregg: It the skills, you are right that
employers want the Government to pay for the
training. They want the training when they want it,
what training they want, and often it will be designed
by independent brokers, paid for by the state. In a
sense, it is quite natural—for them it is a free lunch.
However, I think the state has to say that there are
also duties to run alongside those kinds of rights,
and particularly for those that have not achieved
Level 2 qualifications we have to be looking at
saying the firms do pay for the time oV that the
person has in order to gain in the training. The
evidence base is there that firms do benefit from the
training, but it does need to be training that is
organised in a way that suits employers. Leitch talks
about some of it being done on site, some of it being
timed in terms of when it is delivered, which suits
firms, and so on. In terms of time oV, companies do
need to meet the pay of the workers who are engaged
in training while they are being trained, and that is a
requirement that the state should not meet—it
should be their responsibility. It should be
compulsory in the sense that workers can get the
time oV.

Q349 Chairman: Do you think the union learning
rep concept is working and could be expanded?
Professor Gregg: Unions are scarce in many of the
low-wage, low-skill sectors now.

Q350 Chairman: That is why I say the concept—
learning reps in general?
Professor Gregg: There is a role. I am not sure about
the potential for trade unions to deliver it. There is a
role and JTP brokers have been looking at this,
trying to work with employers to get them
organised. One of the big costs that the employer
sees is the hassle of trying to work out what the
package should look like, and they are just not well
placed to do it themselves and need advice. You are
saying that the unions may oVer some of that, and
in some circumstances they may; but there is also a
broader role for people to be going in there, and
working out what the training strategy is with firms.
The JTP pilots have been showing some success in
that area, which we ought to build on.
Chairman: Thank you very much for confirming all
my prejudices! It has been an excellent session.
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Q351 Chairman: Good morning everybody and
welcome to the sixth evidence session on our
employment inquiry, and particularly welcome to
you, Lord Leitch, and to your colleagues. This
session is being broadcast; it is being taken down and
used against you in evidence! If I could kick oV, Lord
Leitch, your report, as we all know, was published
last week. What is your reaction to the initial
response from Government?
Lord Leitch: Good morning everybody. I think I am
pleased with the reaction overall. We have consulted
extensively over the last two years; as you probably
know, we did a major call for evidence last year, and
this year we have consulted extensively with both
Government and key stakeholders, including the
CBI, the TUC, the Learning and Skills Council and
the Institute of Directors, and I am encouraged by
the response. Indeed, we have received quite a
remarkable degree of consensus in terms of the
analysis and in terms of the key recommendations
that we are advocating. So I am pleased, Chairman.

Q352 Chairman: Good. What do you regard should
be the top priorities for Sir Digby Jones in his new
role as Skills Envoy? Delivering your report,
presumably?
Lord Leitch: Actually it is not delivering the whole
report because, as you say, the report is extensive in
terms of the number of recommendations. There are
four major objectives, five principles, eight
recommendations and it is a large array of change
that we are saying we should deliver. I think Sir
Digby Jones is an excellent appointment in terms of
being a Skills Envoy. We need someone with his
pedigree and his standing to help us deliver this, and
specifically he will be looking at the Pledge. As you
know, this is initially a voluntary Pledge that
employers can deliver skills to eligible employees in
the workplace up to Level 2, because this is
somewhere where we want to change the percentage
from moving the percentage from 69% to Level 2, up
to 90% by 2020 and then move towards 95%. It is a
tall challenge, a tall order, and that would be Digby
Jones’ main priority, to deliver that Pledge.
Remember, we had a two-step process: first it is a
voluntary approach, where employers will be
encouraged to do this—and I think it is quite a
compelling proposition for employers to do this, and
I will expand if you want—but if the trajectory is not

right by 2010 then we would have the statutory
entitlement to training in the workplace. So I think
it is a very important role and he is the right figure
to do this, to be a champion, to be an evangelist for
the Pledge.
Chairman: Mark Pritchard.

Q353 Mark Pritchard: Lord Leitch, you are quite
right about Sir Digby Jones—great pedigree, great
experience and no doubt he will bring a lot to this
particular role. Do you think, however, that if he
were successful in running for Mayor of
Birmingham that that would, shall we say, diversify
his skills beyond the time that he is given to do this
particular job?
Lord Leitch: No, I think this is not a full-time job for
Sir Digby. I do not know how many days per week
he will be allocated but I think he can certainly do
more than one thing at a time. As I say, his pedigree,
his standing, his style is an excellent way forward to
deliver this Pledge.

Q354 Mark Pritchard: Whilst I know that clearly
this role may be a part-time role—and just to digress
for a moment—do you think that running a major
city like Birmingham, the UK’s second city, is a part-
time role?
Lord Leitch: I am not qualified to answer that really.

Q355 Chairman: We are obviously anticipating the
2007 Comprehensive Spending Review. Have you
been given any indications that money will be there
to match the programme?
Lord Leitch: I hope that increased money will be
there. I think what we are saying in the report, if you
look at the analysis, is that we must invest more in
skills as a nation, but we are also saying that no
single entity like Government can do this on its own;
it is a combined initiative with the Government, with
employers and individuals all investing more, and in
the report we define some principles about where the
balance of responsibility should lie. For example,
Government should be providing everybody with a
basic platform of skills; Government should be
intervening where there are market failures;
Government should be giving people assistance
where they need it; individuals and employers
should be investing more where there are greater
private returns. So really, Chairman, what we are
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trying to do is to say that there has to be investment
from all those areas, all those stakeholders, to drive
this forward. The Government has said it will
increase percentage of GDP into education, and
skills will be a beneficiary of that. As of now I do not
know an indication of the CSR—I cannot be
expected to know that at this point in time—but I am
optimistic.

Q356 Chairman: You will know from the work you
have done that, sadly, many employers just opt out
altogether of the training agenda. Is that market
failure or is it abrogation?
Lord Leitch: If you look at what employers do you
are right, one-third of employers in the UK do no
training at all, and in some sectors it is even worse—
in some sectors it is 50%. But the glass is more than
half full. If you look at employers in this country we
have some stunning examples of brilliant employers
within the United Kingdom. After all, we are the
fifth largest economy in the world and that has been
driven by some stunning performances in terms of
employers. Many employers do invest very
significantly in training to increase productivity, so
we have many, many good employers driving that
forward. In terms of failures, what we tend to do in
the report is to say that we must be much more
demand-led and that the employers should have a
greater voice in defining the skill types that they
need. We also say in the report that Sector Skills
Councils should be reformed and re-licensed and
empowered, and that is a way of engaging and
increasing awareness of employers, such that they
are more engaged.

Q357 Chairman: I am sorry to put pressure on this,
but that third of employers doing nothing—and I
accept your point that Government needs to come in
on market failure—is that third market failure or is
that something where we need other mechanisms to
get that third engaged?
Lord Leitch: I think we need other mechanisms, and
indeed I think that would be the rationale behind the
Pledge. The Pledge we saw, by the way, is starting to
be delivered very successfully in Wales, where it is a
voluntary Pledge where 10% of employers are
already being trained in this voluntary way. So I
think the Pledge, with Sir Digby Jones at the helm
pushing this forward, is a way to encourage those
harder to reach employers to would do more. I think
the redefining of the role of the Sector Skills
Councils will engage more employers than we have
at the present time. I do not know if you define that
as a market failure, but I believe that these are
certainly mechanisms that will help very
significantly.

Q358 Michael Jabez Foster: Could I just ask, with so
many freeloaders in the employers’ side of the
equation, is not the answer a training levy so that
everybody pays for the training?
Lord Leitch: I do not think the answer is a training
levy. We looked hard at compulsion—we looked
hard at compulsion—and where I am coming from
philosophically 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, productivity,
which is good for your bottom line and
employment—there is a direct correlation here—
and so I would rather go that route.

Q359 Michael Jabez Foster: Why not a training levy?
Lord Leitch: Because history tells us that it does not
work. It has been tried many, many times in terms of
training levies and if you force it it is shown that it
does not work; if you have a working together it can
work. For example, Sector Skills Councils, in some
Sector Skills Councils they have an arrangement
that if the majority of employers do agree on a levy
they can do that, and they have done that, for
example, in the Skills Sector Skills Council, and it
has worked very eVectively. But coming on to the
widening of compulsion, there are other areas, like
Licence to Practise, which is to say that you have to
have a certain licence to practise, which is a
compulsory one, and, again, we have looked at that
and we have currently said, “No, that is not the right
thing for Sector Skills Councils to edict.” But
Licence to Practise has worked in certain situations
and I think that compulsion can be a very blunt
instrument or it can be a fine instrument that can
deliver, and if you look at License to Practise in the
health industry, where we need to have a certain level
of qualifications to work in care homes, for example,
then that is a Licence to Practise. My own
background is in financial services and in financial
services there has been a Licence to Practise in the
qualifications that you need to sell retail financial
services products—you have to have a financial
planning certificate. That was compulsion
introduced by the Government, defined by the
Government—painful for the industry at the
beginning, but I believe it has been a very good thing
for the industry and over time it has improved the
productivity, the professionalism and the esteem. So
I think that is the way we have to be; we have to be
very focused—a rifle shot to say, “Where would
compulsion work?” Training levies in a compulsory
way do not work.

Q360 Justine Greening: Although what you talked
about in terms of compulsion was very interesting, I
think one of the problems, having worked in
industry myself and being funded by my employer to
do an MBA, one of the dilemmas they faced was that
in making me more valuable to them in terms of my
skill set they also made me more valuable to many
other employers out there. I realise obviously that
we are talking about a whole range of skill sets, but
I would be interested to know your thoughts about
how we can encourage employers to see investing in
staV as something that is generally a good thing and
not something that is going to make their key staV
more likely to walk out of the doors? For smaller
companies. What is interesting is that large
companies can invest and become known as a good
employer, but smaller companies, who do not have
that recognition across the market, are more likely
to be on the receiving end of the bad side of
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investment, which is that their employees walk
perhaps, rather than the positive. How do you think
that we can flip the tables around so that small
investors, small companies who are great at
developing their staV perhaps, can get the
recognition that ought to go along with that, which
then makes it valuable for them to keep doing it?
Lord Leitch: I think that large companies do invest
in skills, and some of them are absolutely superb, but
many of them can do even more. If you look at what
we are recommending on brokerage, we are saying
to expand brokerage for larger employers, so that
their Train to Gain brokers can go into these
companies and demonstrate that if you do this on
skills then it will have this impact on your
productivity, will have this impact on your bottom
line. So I think large employers can do more. I come
from an employer background myself and of course
what the employer is best placed to do is to identify
the skills that can deliver performance for their
organisation. That will always be an employer’s first
priority, to deliver those skills and make a diVerence.
What we have to try to do is to get them to increase
that even more, so that productivity is good for the
nation, it is good for employment, and we want to do
that. At the same time, as a by-product we do want
to have more portable skills and I think that by
having skills approved by Sector Skills Councils, so
that they are more economically valuable skills, is a
way of getting qualifications much more prevalent.
We have 22,500 vocational qualifications in this
country, and we have identified that a significant
proportion of those qualifications deliver no return
to the individual and no return to the employer. If we
can get Sector Skills Councils reformed and re-
licensed with the influence to improve and to
approve those qualifications we can make a step
change in what we are trying to do. I agree exactly
with what you are saying, that SMEs are the most
diYcult to reach group. In terms of engagement we
have recommended changes, for example on
management, on a management grant for SMEs. In
terms of calls for evidence, and, again, recently from
the CBI, the biggest calls in looking at skills gaps
going forward is for management. It is absolutely
clear that management skills make a huge diVerence
to the productivity and to the success of employment
in this country. What we are recommending is that
we take the current grant and apply that down to
SMEs of 10 people, and so that we are giving more
help and there will be more help to the SMEs in
order to improve their management skills. Train to
Gain is a great example to involve SMEs. Just to give
you an example, I went the other month to a small
company in south east London and it was a printing
company with five employees and two principals.
They had never done any training before. The Train
to Gain broker came in, analysed what they needed
and then defined courses for these people, and I
talked to two young men who, since leaving school,
had never received any training and they were now
going on training courses and they were inspired,
they were motivated, they were working better. The
principals were actually delighted. Another thing we
are recommending is to have a more unitised,

modular approach to qualifications, so that you can
do it in chunks, and then they end up with a portable
qualification which can be delivered. So the way to
SMEs, I think, is through Train to Gain.

Q361 Chairman: Can I just take you back to the
training levy because you were fairly categorical that
the training levy has failed, but I would suggest to
you that the failure was that the training was
provider driven and that we are in a completely
diVerent environment today to 20-odd years ago;
that governance of providers is vastly diVerent? You
have just quoted there a small printing company and
the average age for a skilled craftsperson in the
printing industry now is 52; in 1980 it was 38. Why?
Because the industry, once training levies were
abolished, stopped training. When they were paid
for it they all wanted to be involved in training, but
once the levy went they saw no obligation to, and
that has driven—which is very good in the trade
union—a wage race for skilled printers to £35, £40
an hour because there is that shortage and a lack of
training because nobody was paying the training
levy. You might want to reflect on that, that when we
had training levies it was a completely diVerent
environment, producer driven and pooled
governance.
Lord Leitch: Can I respond on that, Chairman, just
quickly? All the international evidence that we
looked at on compulsion and training levies
demonstrably showed that it did not work eVectively
in a sustained way. I will give you another example
from my own industry with training levies in
financial services and insurance. Basically people
used to pay the levy and not do the training. So you
actually have to have an alignment—and that is
what we are recommending here—of what the
employer needs; and you are right, we are hoping to
change the environment, going forward such that
the employers do define the skills that they need.
Then we know that less than 10% of employers use
FE colleges and this way there is a much greater
opportunity for employers to get those economically
valuable skills that way.

Q362 Chairman: One of the most startling
recommendations that you have come up with is this
idea of eVectively moving the school leaving age to
18. In what timeframe would you see that being
implemented?
Lord Leitch: Our remit has been largely on adult
skills. In fact, we have gone outside it a little bit, but
our remit has been on adult skills for the reason that
70% of the working age population in 2020 will have
already left compulsory education, and also the flow
of young people coming in by 2020 will actually
reduce, so our remit has been on adult skills. But we
have also recognised the importance of education
pre-18, and we are very conscious of the problems of
those individuals not employed, not in education,
not in training and we are very concerned about that.
We think a diploma is a good thing to be doing and
our staying on rates in this country, at 83%, is
significantly below the OECD average. There are
some countries up in the 97s, 95s, staying on past 16.
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So our view is that first of all you should get the
framework right to make sure that the mechanisms
that we have in place are ones that will work for
those people between 16 and 18, who are not staying
on at the present time. So, first, get the framework
right and then consider changing the law. It is not
first put in a change and then compel because it
might be the wrong thing to do, you might actually
be compelling and forcing people to do things they
do not want to do, so that they would refuse to do it
and find ways to get round it. So that is what we are
saying—put in the framework. Our view is that the
staying on rate, we should see a progression of that
and when we see a progression—and we are not
making a judgment on what the figure would
actually be—then you can consider legislation. That
is the way round, I think.

Q363 Chairman: There are great inequalities in
employment, diVerent groups of people, diVerences
in basic skills and so on. To what extent do you think
that this agenda can reduce and, hopefully, eliminate
those inequalities?
Lord Leitch: I think it has a great opportunity to
reduce those inequalities. Our terms of reference
were to look, at by 2020, how we could maximise
economic prosperity and productivity and at the
same time to improve social justice. I think that was
a key part of what we have done. Getting people
with more basic skills is absolutely vital to do that.
There is a direct correlation between skills and
employment. In this country we come from a strong
position on employment with a 75% employment
rate, which is world leading. At the same time we
know there is disadvantage in terms of the people
who do not have jobs. If you look at it, almost one-
half of those unemployed have less than a Level 2
qualification, of whom 300,000 have no
qualifications at all. If you look at almost one-third,
of those economically inactive have no
qualifications at all. Around 50% of those with no
qualifications are out of work. Employment rates for
disadvantaged groups have actually increased over
the last 10 to 15 years except for those with no
qualifications, where it has not increased
whatsoever. So here we think that there is a huge
opportunity. I would just say, first, that to get jobs
you first need employment; you still need employers
to improve, which is coming back to the point that
we have to get employers, we need successful
businesses, leadership, management and
innovation, and that is why we are recommending
very stretching objectives—and I will come back to
the basic skills—not just at the basic skill levels, at
the higher levels, at the intermediate levels. There is
no single panacea here, there have to be skill
improvements at every single level in order to
improve economic prosperity and improve social
justice. So basically we are saying that if we can give
more basic skills to those groups I am talking about
then they will improve their job chances and their life
chances—that is what we are looking for.
Chairman: Mark Pritchard.

Q364 Mark Pritchard: Lord Leitch, colleagues have
mentioned about a training levy. Of course, some
employers would say we already have a training levy
and that is corporation tax and other forms of
company taxation, and what we have to do is to try
and get it right the first time rather than have to
catch up and hopefully get it right a second time,
which of course means a double bill as well for us.
Given that so many people are still leaving school
with very few qualifications, and therefore being
limited in their life chances and having to be socially
excluded from the work place, what is your view on
how we can improve basic education in schools?
Lord Leitch: We have concentrated very much on
adult skills, but the eVectiveness of the school system
is not one on which we have concentrated and we do
not make recommendations other than on the
staying on rates at schools, so I think I would pass
on that question.

Q365 Mark Pritchard: Despite the fact that we have
some fantastic teachers, particularly in my
constituency, do you agree that the principle of
trying to get it right first time, in whatever one does
in life, whether in government or privately, is a
principle to which we should perhaps all aspire?
Lord Leitch: I agree absolutely with that principle.
Indeed, I think if my terms of reference had said
rather than look at 2020 look at 2050 then I would
not have bothered looking at adult skills because the
flow should actually do it, and that would have been
a lot easier, perhaps, in terms of the review. But it is
not and I think we have a situation where the flow is
reducing, but I agree entirely with the principle.

Q366 Mark Pritchard: You mentioned about
shifting the focus of Welfare to Work policy from
supply side to demand side and I completely agree
with those thoughts, but do you think there is a
danger, given some of the concerns expressed by the
Association of Colleges, that whilst the aim is right
an indirect consequence of that might be that we are
setting local colleges against employers, when indeed
we need local colleges and employers to be working
more closely together to deliver the aims and
objectives?
Lord Leitch: It clearly is going to be a challenge for
Further Education Colleges and other providers,
but I think it is a fantastic opportunity. It is a
fantastic opportunity where performance of the
provider will deliver success, and in some of our
visits I can tell you that I saw some stunning Further
Education Colleges that do it really well. I remember
one I saw that was generating 60% of its income from
local employers. How was it doing that? By engaging
with local employers, identifying what they needed
from a demand side and then fulfilling their
requirements, and I think that is a great opportunity
for providers, whether it is private or public, in order
to do that. I think that is the challenge in the
opportunity.

Q367 Mark Pritchard: Two final questions, if I may?
With the Lyons Review coming up we are obviously
going to see, arguably, some sort of contribution
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from local businesses, so perhaps a local business
tax. We have heard from the Turner Review in the
last few weeks and we had the White Paper
yesterday, and again employers are being asked to
do more; and, again, with your own review
employers are being asked to do more, with which,
as I say, some aspects I agree. But coming back to
Smaller Medium Enterprises, there is an oversight in
regard to how flexible small companies can be at
providing these services and the skills and the
support that we all recognise is needed but,
nevertheless, can they be delivered on the ground
compared to some of the CBI-type companies who
have large budgets and have that flexibility overtly?
I note your point about 10 employers earlier, but
small businesses drive the business economy, they
are going to be asked to do a lot more under Lyons,
under Turner and now under your own report. Are
we asking them to do too much?
Lord Leitch: They are one driver of the British
economy. Large and medium sized companies are
also a huge driver of the British economy. I think we
are asking all the stakeholders to do more here. We
are asking individuals—and we will maybe come on
to talk about individuals—to demand more of
themselves; we are asking the Government to
demand more of itself; and we are asking employers
to demand more of themselves. I think it is right we
should ask employers to do things primarily which
will benefit them, and SMEs, and this will benefit
them. But you are absolutely correct, giving that
reach to small employers is diYcult, and Train to
Gain is a great opportunity for us to do that. The
Pledge is a great opportunity to do that, to build up
the momentum and to say, “This is useful to you.” I
will come back to the Pledge. Increasingly we are
saying five GCSEs or equivalent is the minimum
standard you need to work, and I will come back to
the Pledge—it is a compelling proposition for small
employers. So if Digby Jones does his job properly
and he comes along to use a small employer and
says, “This is the proposition,” I think many small
employers will buy into that; but it is a diYcult
challenge, I agree with you.

Q368 Mark Pritchard: We hear a lot about social
cohesion at the moment and clearly access to the
workplace is a key part of social cohesion, but
perhaps an even more important part prior to that is
the issue of language, and it appears that those who
do not speak the English language, who are perhaps
British citizens, or those who seek to become British
citizens who do not speak the English language,
might find it more diYcult to get a job. That is
possibly a point of contention. How important is the
English language to people living in this country
who need to be encouraged to go into the workplace,
either for the first time or to go back into the
workplace as a result of other factors?
Lord Leitch: Of course it can be a very significant
barrier if you do not have the language; it is very
significant for those people. The employment rates
for ethnic minorities, as you know, are 15 points
lower than for whites. We have increased
immigration in this country, and it will be perhaps a

more important issue coming forward. What we are
saying is that we are recommending the introduction
of a universal careers service. One of the things we
found here is that if you wanted advice on what you
need to get into work—and for some people skills
are necessary to get into many jobs but they are not
the only thing because you have other situations,
such as if you are disabled, and other obstacles in
terms of getting a job—for many situations you need
skills. What we are saying is that we will create this
universal careers service where everyone will be
entitled to go for a skills health check. This is
something that does not exist in a coherent way in
England at the present time; it is fragmented, the
services that we have are in silos. It exists in Scotland
and it exists in Wales but not in England, so we are
going to bring something together, we are going to
base it in Job Centres, and in addition it will be in
other locations as well, so that people can come in
and get that assessment of what they need, and
language will be one of those needs.

Q369 Mark Pritchard: Finally, with rising
unemployment, unemployment at a seven-year high,
do you think that in relation to your excellent report
that there should be countywide employment
strategies as a statutory obligation on somebody,
probably the local authority, so that all the
stakeholders are coming together and each year or
every two years they are passing up a strategic
employment plan for their county or their region, or
whatever it might be, to DWP rather than the other
way around, or there is two-way traYc? And
whether you feel that that is a skills gap at the
moment in local authorities?
Lord Leitch: I think your question is a very good one
because skills strategy is done at the national level
and it is done at the sectoral level, and skills in
employment is delivered at a local level. So I agree
with that. I think what we are advocating is very
much a market-led approach and we are advocating
that we have local employment and skills boards,
employer led, which will engage either at a local or a
county or a regional level and which can bring
together whatever geographic community makes
sense; to bring together the supply side and the
demand side, and what works together with the local
authorities, with JobCentre Plus, with the Learning
and Skills Council to deliver employment. I do not
think I would advocate that we start with targets, no,
at the local level.

Q370 Harry Cohen: To come back on this point
about English, we had an evidence session earlier
this week where it was said that there needs to be a
very big boost on English as a second language to get
people into work and training. What I want to ask
you is—because your answer was a little bit
equivocal and you put it on a par with other barriers
to work—in your opinion should the Government
put a big investment in English as a second
language?
Lord Leitch: I am not being equivocal because I
think there are big barriers on reading and writing
skills and numeracy skills as well. If you look at the
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figures we have seven million adults—five million
adults in this country—who have diYculty with
every day basic skills. So I think there is an
equivalent priority in those things in addition to
English as a second language. So I am not going to
prioritise English as a second language compared to
the basic skills of reading, writing and adding-up,
which I think is a serious problem for many people
in this country. Mr Chairman, coming back to one
of your earlier questions, people without basic skills
are most at risk in the global economy that we are
facing. When I started on this review I thought we
could do some very clever sophisticated modelling
and model skill types through to 2020 and beyond.
History tells us that we will get it wrong; to define
how many nanotechnology scientists we will need in
2021, you know you will get it wrong. What we need
to do is to identify the way that the framework can
adapt and respond to the market; that is what we
need and that is what we are trying to do going
forward.
Chairman: Natascha Engel.

Q371 Natascha Engel: I have read a lot of it and it is
very, very exciting and although there is loads on it
I want to focus a bit more on the process side of it
and the way that specifically what you are talking
about impacts on Jobcentre Plus and the Learning
and Skills Council. Even though you have described
the system at present as being quite fragmented you
have not actually gone so far as to recommend a
merger of Jobcentre Plus and the Learning and Skills
Council, but instead you propose setting up a
Commission for Employment and Skills, which
merges all these diVerent organisations together, like
the Sector Skills Development Agency, National
Employment Panel and the Skills Alliance. Do I
have that right, more or less?
Lord Leitch: Yes and no. Would it be helpful if I
explained?

Q372 Natascha Engel: Yes.
Lord Leitch: The Commission for Employment and
Skills, what we are trying to do here is to strengthen
the employer’s voice, and it brings together the
National Employment Panel, the Sector Skills
Development Agency and the Skills Alliance in
England. So it is a rationalisation to bring those
together to increase the strength and the influence of
employers because we believe that employers are
best placed to know the skills that are required to be
economically valuable. I come back to we need
employers to succeed to get jobs, and that is public
and private. Just to make the point as a segway, we
want public employers to be exemplars in what we
are doing here. Then we were asked by the
Chancellor this year in the Budget to look at how
better to integrate employment and skills. We have
looked very carefully at that and, you are right, we
have not recommended radical reorganisation. One
of the five principles is, if possible, do not chop and
change; and if you look at the history of education
and skills, goodness, there have been enormous
amounts of change over the years—we chop and
change too much. When I did the first piece of the

analysis on this I thought that perhaps the best
recommendation I could make is to deliver what we
started, because we start so many things and we do
not go through with them and deliver them well
enough. So we looked at this and said, “Shall we
reorganise Jobcentre Plus so that perhaps it comes
together with the adult part of the Learning and
Skills Councils?” We looked at that and, to be
perfectly frank, there was a temptation to do that; it
was an elegant solution on paper. But after very
careful analysis we thought that we have to be much
more pragmatic and look for a better solution that
will actually not destabilise these organisations, and
you wait 10 years for delivery. When you merge in
big organisations like this it is a long time to go
through that change process. We have just seen
Jobcentre Plus merging the Benefits Agency with
Job centre, and that has taken five years; it is just
getting towards the end of that. So there is a huge
price to pay in that radical reorganisation. We have
looked at a variety of options. The good thing on
what Jobcentre Plus does and its integration with
skills at the local level is that everybody we talked to
agreed that the status quo was not good enough, and
that was a good starting point. Jobcentre Plus does
a fantastic job doing what it is told to do—work
first—and I think part of the reason for getting that
75% employment rate is a great performance by
Jobcentre Plus—work first. What it does not do is
get you into sustainable work. Two-thirds of
claimants coming through are repeat claimants, and
I found that quite an astonishing figure. So they
recycle round; they come in, they are a JSA claimant
and then they come out of the job again and recycle
round. Skills, clearly, are a necessary part; you have
to have more skills’ assessment and advice at the
local level, twinned with Jobcentre Plus. Coming
back to your question, we then looked at all these
various options and we came up with the option of
aligning the objectives of DfES and DWP for
Jobcentre Plus and Learning Skills Councils, and we
thought that by aligning the objectives and the
behaviours we could deliver what we wanted. So the
skills advice will sit in the Jobcentre Plus, the
Jobcentre Plus adviser will be incentivised and
rewarded based on diVerent criteria, not in getting
somebody into a job and not sustaining the job—we
will change the motivation and the incentives. So we
are doing it that way. Another reason why we
decided not to have a radical reorganisation is—it is
a funny thing on reorganisations, and I have done
many in my business life before—because every time
you make the change there are consequences for that
change, and we looked at this radical reorganisation,
for example bringing Jobcentre Plus together with
the Adult Path Plan and Skills Council. For every
schism you heal you introduce another schism and
you would have a schism perhaps between other
levels of education and you move it from one place
to the other. I suppose ultimately the best solution
would be to merge DfES and DWP, but, golly, what
a big department that would be, and we did not
think about that for more than a minute because it
would be so huge and bureaucratic and not deliver
what we wanted to do. So that was the rationale as
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to why we came up with this. One last point on the
Commission, the Commission’s role will be three-
fold. It is executive in managing Sector Skills
Councils and the local Employment and Skills
Boards, so it has an executive responsibility there.
Secondly, it has a responsibility for reporting and
monitoring, so the Commission would be an
independent voice monitoring the performance of
the local Jobcentre Plus. I would also say that the
Commission, we recommend, should do a mini
Leitch Review every year on our journey towards
our vision of being a world leader in skills by 2020.
I think there has been a lot of benefit from doing this
review of raising the awareness of the issues, and we
have to monitor the progress. The third role is that
it would have would be policy advice, so that the
Commission has a very powerful role in monitoring
where we are going, managing Sector Skills and
Employment Skills Boards and giving advice.

Q373 Natascha Engel: Thank you for that very full
answer. What I was really interested in was to see
how this new Commission would, in practice, on a
day to day level work alongside the Jobcentre Plus
and the Learning and Skills Council and how
specifically the Commission would influence that,
really the nitty-gritty day to day work of Jobcentre
Plus and Learning and Skills Councils. So how
senior is it to the functions that exist at the moment
and how much does it work alongside?
Lord Leitch: It does not have executive
responsibility for Jobcentre Plus; it is very important
that Jobcentre Plus reports to Government and it
does not report to the Commission. The
Commission, though, has an important role in
monitoring and advising Government. The
Commission reports to Government and to the
devolved administrations—that is how it reports.
The Commission has power over those bodies
because it reports to Government and it can tell
Government, “This is what is happening or should
be happening” and then of course Government can
apply an executive responsibilities over Jobcentre
Plus and the Learning and Skills Council. That is
how it should work.

Q374 Natascha Engel: The new Careers Advice
Service you have touched on a little and talked about
the skills health checks, which are really, really
exciting—I have lots of ideas about that! Specifically
on the Careers Advice Service I have a large number
of questions really, but what specifically will be its
role? How will it be funded, which I think is quite
critical? Who is going to be delivering it and, again,
how is it going to work alongside the existing
structures of Jobcentre Plus and the Connexions
Service?
Lord Leitch: We talked a little earlier about various
stakeholders demanding more of themselves. I
would like to turn to individuals. We have a chapter
in the report which talks about “embedding the
culture of learning”, and this clearly would be a
journey and it is probably a generational journey to
embed a greater cultural learning in this country. If
you look at other competitor countries and you see

the hunger to learn and the hunger to work—and
you can see it in China, you can see it in India, you
can see it in Finland—it is greater than we have here.
What we want to do is to increase the awareness of
people across the whole spectrum to the benefits of
learning to them and their families, and we believe
that we should start with a sustained national
awareness programme, and this would be high
profile, targeted and would give individuals a
thought that they could do something to improve
their lives. And we know it can work. I do not know
how many of you saw the “gremlin” ad? It was so
bad it was good! It was a terrible advert about how
you can actually do something better. Do you know
that from that one ad there were 300,000 responses
and 120,000 people then enrolled to do courses?
That is a tiny example of what you can do to increase
awareness. So the first step is to improve awareness
right across the whole spectrum of society. Then you
have to have a situation where people get better
access, than at the present time, to information,
advice and guidance. What we saw was that there
were some very good facilities in England—Learn
Direct is excellent, but it is not comprehensive, there
is not one centre you can go to get this information,
advice and guidance, and we are saying that
therefore we should create this. This would come
under the auspices of DfES. One part of it would be
co-located in Job Centres if you want information,
advice and guidance. The reality is that not many of
us would dream of going to a Job Centre if you are
in work, so you have to have it located elsewhere as
well, so that you have more access in other
locations too.

Q375 Natascha Engel: Like where?
Lord Leitch: This could be in a whole series of places;
it could be in shopping centres—it is something we
have to look at—somewhere where it is readily
accessible; and also on the Internet so that you can
see where you can go. But it would be face-to-face
advice that you would be coming in to do this. It
could be libraries, but that is still to be determined,
but in more locations. So that is information, advice
and guidance, and then we are saying it reports to the
DfES, and in terms of the funding that funding will
come from DfES and I hope that will be something
that will be tackled in the Comprehensive
Spending Review.

Q376 Natascha Engel: Who will deliver it? Will that
come through Jobcentre Plus?
Lord Leitch: There will be two functions in
Jobcentre Plus. Jobcentre Plus gets you into a job,
the Careers Service will assess as a diagnostic health
check for you, so two functions within a Jobcentre
Plus location. Does that answer all your questions?

Q377 Natascha Engel: Yes, it will do! The other
thing was about the procurement of learning. You
have spoken a bit about it in the review, but going
back to Jobcentre Plus and Learning and Skills
Council, what changes would you like to see in the
way that they procure learning, specifically given the
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Welfare to Work and the welfare reform programme
that we are delivering at the moment? How do you
see that working?
Lord Leitch: Of course the role of the Learning and
Skills Council changes as a result of this. No more
block funding based on anticipated demand. The
funding will come through two routes, the Learner
Account and through Train to Gain, and that is a
very significant change for Jobcentre Plus. We have
not talked about Learner Accounts. Learner
Accounts, I think, were always conceptually a very
good development. There was an analysis done last
year which said that there were no systemic
problems with Learner Accounts in terms of the
design; it was an operational failure in terms of fraud
in England. So systemically it is a good idea; it is
operational performance that you need. We have
seen that Learner Accounts have succeeded in Wales
and in Scotland, so conceptually they are good and
operationally they can work. So we are saying in
terms of procurement of training that that would
come through a demand-led system through the
Learner Accounts and through Train to Gain. That
is how we would see this working and going forward.

Q378 Natascha Engel: Finally, overall do you think
that Jobcentre Plus, as it is at the moment,
nationally, locally and specifically at personal
adviser level, really has the capacity to take on what
is a pretty massive new responsibility for them? You
can just say yes or no, if you want.
Lord Leitch: Yes, I do think they have the capacity.
They have just come through the merger, which has
been a huge change programme. The merger with
the Benefits Agency and Jobcentre Plus was
something like 100,000 people. It has been a massive
change programme and they have done it very
successfully; they have just come through it and I do
think they have the capacity of doing this. Coming
back to your radical reorganisation point, we
thought to impose another radical reorganisation
also would be a change too far. I think this can be
developed. In many ways it will improve the
performance of Jobcentre Plus because they have the
schools advisers working with them, focused on
delivering a part that they do not do so well at the
present time.
Chairman: Jenny Willott.

Q379 Jenny Willott: I would like to ask you some
questions about future trends and skills training.
The first issue is about the fact that in your report
you seem confident that there is going to be a
substantial decrease in the number of low-skilled
jobs over the next few years, but, given what you
have already said this morning about the diYculty of
predicting accurately, how confident are you that
that is actually going to be true?
Lord Leitch: In terms of low-skilled jobs I think we
are confident in terms of what we are saying that
low-skilled jobs will diminish. I think there are two
aspects here—and we say it in the report—that if
jobs can be digitised and automated they will move
elsewhere if the costs are lower. That is point one,
and I feel that very strongly, it will move elsewhere.

For those jobs left we believe that the skill levels will
increase. If you look at basic jobs, take
manufacturing. Manufacturing today is 14% of
employment—it has dropped massively. By the way,
it is a very important 14% because it has this
multiplying eVect—you make something, you have
to transport it and you have to sell it, so it is a very
important 14%. If you look at how manufacturing
has changed there is no doubt that we have moved
much more towards a service led economy;
manufacturing has become more of a high value
added industry and it will be going forward, and I
think that is where Britain can succeed in
manufacturing if it has this high design, high value
added facility inside it. If you look at the basic skills,
they have changed. For example, the physical skills
that you needed in manufacturing, you needed to
labour in a certain way, and you can see it in other
industries too—you can see it in farming. I
remember 20 years ago where the farmer with a
modest farm would have six workers on there. The
farmer on that modest farm now will have himself
and someone very good in terms of coping with all
the technicalities of the equipment they have. Those
are the skills you need and you see those basic skills
changing. I am very confident that the basic skill
levels will increase. The other thing on basic skills,
basic skills these days include things like IT, which
10 years ago was not there; you actually need some
expertise in basic skills.

Q380 Jenny Willott: One of the things that the report
said was that the increase in the proportion of high
skilled workers is leading to increased demand for
less skilled workers as well, for example in
hospitality and so on. It seems slightly
counterbalanced, but it seems likely that there will
continue to be a demand—even if it is a smaller
demand—for unskilled workers and for those in
casual jobs as well. What role do you see that sort of
employment playing in enabling people with lower
levels of skills to leave the benefits system and to get
back into work?
Lord Leitch: I think it is very important indeed.
There will always be a need for jobs at the low skill
level but you need to make sure that they have the
right skills and the right sort of skills to deliver those
jobs. But you will always need jobs, and if you look
at care homes and how care homes have increased
dramatically there will always be those sorts of jobs
which are needed in this country today. Can I go a
bit wider at the moment in terms that you talk about
high level jobs?

Q381 Jenny Willott: I might rein you back in if you
go too wide, but feel free.
Lord Leitch: One of the issues that we talked about
when we were doing this study was what sort of
society do we need or do we want in the UK going
forward? If you look at the spectrum of skills, at the
high level is where you have your innovation, your
leadership, your entrepreneurship, your management,
and that is where you get the driver and the creator
of wealth at the high level. So you need those high
level skills to deliver that. You need intermediate
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skills to deliver day in day out that sort of output.
Low level skills you need to do the jobs that I have
just been talking about. I remember that there was
one discussion we had with a think-tank, and it said,
“Just concentrate on the high skills, just look at
levels 4, 5, 6 and 7 and that would make Britain a
great economy going forward and the country
would be much richer. Just leave the other parts
alone.” We said that that is completely wrong
because what sort of society do we want? We do not
want a society where the gap between the haves and
the have-nots widens. So what we want is a society
where we do concentrate—and I said earlier, there is
no panacea—where it is a priority at every single
level, at the higher level skills where we need more of
those level 4s, 5, 6s and 7s to deliver that economic
prosperity, and we need people at intermediate skills
to deliver day in day out and you need people at low
level skills. The benefit there is the social benefit and
there is also a benefit of those people coming oV
welfare and moving into work, which is a huge
benefit for our society in costs’ terms as well. So, in
terms of people’s lives it is important and in terms of
the economy it is important.

Q382 Jenny Willott: To go to a slightly diVerent area
now I just want to ask a question or two about
migration. In your report you said, specifically
looking at migration from the accession countries,
that it has had little or no impact on wages or
claimant unemployment. Other memoranda that we
have for this inquiry, for example from the LGA,
raised concerns about migration. The LGA has
suggested that employers are more likely to choose
healthy, highly skilled people from accession
countries rather than those, for example, who have
been on benefits for a long time and who are furthest
from the job market. What impact do you think that
migration has had and what impact do you think it
will have on the number of jobs available specifically
to low skilled workers in the UK as well as more
generally to the wider labour market?
Lord Leitch: We have examined this and all the
evidence that we have looked at shows that
immigration is good for the economy, it has a
positive eVect on the economy and does not have an
adverse eVect on employment rates. All the current
analysis we have looked at tells us that. Of course,
there is a perception at the individual level that it
makes it more competitive, and I can understand
that. I think the best way to cope with that is through
skills. They are the answer, to upskill people or to
give people the skills so they can compete. What we
are seeing from the research is that immigration
takes the domestic jobs which are not being filled
and our conclusion was that immigration is good for
economy and it does not aVect employment rates.
Where there is a perception, 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.
It comes back to the priority of skills.

Q383 Justine Greening: In terms of future prospects
for low-skilled British workers, you are suggesting
that the future prospects are not to be trying to
compete in the low-skilled areas?
Lord Leitch: No, no, to have the right skills. What
you are trying to do is to match the skills you need
for the job. What we are saying going forward is the
skill levels required even at the basic level will
increase. What we have got to do is take that
community in our society and improve those skills
so they can compete for those jobs at the basic level.

Q384 Justine Greening: How up-to-date is the
evidence that you had on unemployment rates and
employment rates and so on? Is that very up-to-date
and does it take into account the most recent flows
in migration to the UK?
Lord Leitch: It does. I will turn to my colleague
Stephen, how recent was that data?
Mr Evans: I think most of the studies look up until
mid-2006, so it is quite recent.

Q385 Justine Greening: There is no evidence, given
that the numbers are increasing, that there is any
change in the situation?
Mr Evans: Not yet.
Lord Leitch: That is why we say “current” analysis.
Justine Greening: That is why I was asking the
question. Thank you very much.

Q386 John Penrose: I just wanted to take you back
to your previous answers about the mix of skills that
is important. I think you were saying that Level 2
and below is vital but all the other higher levels of
skills are also essential if we are to get the sort of
increases in employment and economic performance
that we are after. As you know, this Committee is
starting with the question about how the
Government should get to the 80% employment
target that it has set itself. Most of the evidence we
have seen so far says that people without a
qualification of at least Level 2 are suVering from a
very, very major employment disadvantage. I was
intrigued that you were saying that yes that is a
disadvantage but we have also got to have all the
other higher level skills as well. I am concerned that
your emphasis, which is including the higher level
skills, is rather diVerent from the Government’s
emphasis which is saying if you have not got a very
low level of skills as a starting point you are
completely up the creek, and therefore they are
focusing very heavily, based on that data, on Level
2 and below.
Lord Leitch: I do not think the Government is
focusing exclusively on basic skills. It is very
interested in intermediate skills and higher
education at the same time. What we are
recommending in the report is an increase in the
number of apprenticeships to 500,000, for example,
by 2020. We have consulted extensively with
Government and they are very interested in that.
They are also very interested in higher education. At
the present time we spend 1.1% of GDP on higher
education in the UK. The United States of America
spends 2.9%; South Korea spends 2.6%;
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Scandinavia spends 2.5%, so there are issues at the
higher level as well. I am absolutely convinced that
we do need those Levels 4, 5 and 6, and we set out
very clearly in the stretching objectives that we have
the good performance on attainment rates at higher
education. It has moved from 21% in 1994 to 29%
today. We are saying it should exceed 40% by 2020.
That is a tall order but we need to go further than
that to be really world-class. This is a major change
that is going to need diVerent mechanisms and more
funding than we have at the present time to make the
UK economically prosperous. I think I am saying
there should not be one focus on what we are looking
at here. It should be a focus on prosperity, driven at
the top, delivered at the intermediate, and also the
services for lower people and social justice basic
skills should be provided for all. That is a priority for
Government.

Q387 John Penrose: That is very clear, thank you.
Just in terms of the distance that has therefore got to
be travelled from where we are today, I would be
interested in your view. I am a governor of my local
FE college and we are extremely worried about this.
There is a concern—and I think it is a national one,
I just happen to have the local data from my
particular constituency—over the recent cuts in the
level of places at an FE colleges for courses at Level
3 and above for people over 25, so plum in the
middle of the adult skills area that your report is
focusing on and focusing on traditional routes of
people who have always relied on FE colleges to get
back into the job market, so mums returning to work
classically after starting a family, people who have
been made redundant in mid-life, people who are
approaching retirement, particularly as the
retirement age rises who will still need to remain in
employment into their early and mid-60s. Those
groups have always traditionally turned to FE
colleges and the like in order to reskill and keep their
skills up-to-date for the employment market. If you
are saying that skills at Level 3 and above are going
to continue to be important, at the moment the
funding is going the opposite way. Does that not
mean that a huge change in direction is going to be
required because at the moment the momentum is
opposite to the one which you are arguing very
persuasively needs to be there?
Lord Leitch: It depends who is paying. There is a
balance of responsibility which we have set out. You
are absolutely right, at the basic levels the
Government has an obligation to provide everyone
with a basic platform of skills. At the intermediate
level, where there is a good private return to
individuals, there is also a responsibility on
Government to act as a catalyst. We have said that
the expenditure should be roughly 50-50 and we will
come on to say how we are going to get more
expenditure from employers into this. At the top end
at the higher education levels—this is for the
increased attainment by the way—it should be very
much employers and individuals funding for that
increased ambition. That is where we are looking.
Apprenticeships are interesting. If you speak to
employers, they are very keen to have more

apprenticeships. Apprenticeships fell in the 1970s to
about 75,000. I think that was wrong as a strategic
move in terms of what the UK needed on
intermediate skills. It then rose again to 175,000 and
today it is 250,000. The completion rate for
apprenticeships has improved enormously in recent
years. What do you think the completion rate is
today?

Q388 John Penrose: Tell us.
Lord Leitch: 55%, and that is up from 35% two years
ago, so employers would say they want more
apprenticeships but it should be economically
valuable skills and less bureaucratic. The solution to
that is through sector skills councils focusing on the
vocational skills at intermediate level, planning them
collectively, identifying where the skills gaps are,
and then there will be much greater incentive (if you
reduce the bureaucracy) for those employers to
invest in those intermediate skills. That is the route
that I see for more funding to come in at the
intermediate level.

Q389 John Penrose: Can I just push you on that. Can
we take an example of, let us say, a young parent in
their early 30s trying to get back into the workplace
having spent the last five or six years out of a job
looking after a young family. At the moment they
sign up for an FE course and the money will be there
for them to do a Level 3 course, let us say. What is
going to happen in future because these people may
not have a lot of money?
Lord Leitch: Are they out of work?

Q390 John Penrose: Yes, they are out of work, they
are just trying to get back into the workplace. Their
skills are five or six years away from the workplace
at the moment so they are trying to reskill into
something else. Where are they going to find the
money to do this course in future compared to last
year?
Lord Leitch: They will have an individual learner
account which will take them part of the way. That
probably is a solution and Stephen is writing me an
answer here! Thank you for reminding me. At the
moment FE colleges have loans that can be given to
people in these circumstances. However, it is not
transparent and you cannot see what the funding is.
It is not clear before you undertake the course. They
are very much discretionary, and we are saying we
want to create a Skills Development Fund which will
be operated by the Careers Service in Jobcentre Plus,
so your couple or as individuals would go along to
Jobcentre Plus and they would have their skills
health check, which I think would be a good thing;
by the way, done in a non-threatening way because
many people do not like to be diagnosed in this way.
We travelled extensively and one of the things I saw
and I remember I liked very much was in Sweden
where they had these health checks for mature
people and they were done in the most non-
threatening, easy way so you are not frightened and
scared of being tested. This couple would go along,
have this skills diagnoses and then the adviser would
tell them what funding is available to them as
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individuals to go to a college, and there is money
available for that at the present time. We are going
to shift that from the learning and skills council to be
done in the Careers Service so that would be done
there.

Q391 John Penrose: Can I just press you a bit more
on that. So this example of someone trying to re-
enter the workplace; they have got an individual
learning account and they get a loan, so they have
got to go into debt in order to improve their skills?
Lord Leitch: They get an individual learner account
which will take them up to a certain level which will
be Level 2 and then they can have a loan which will
allow them to go further.

Q392 John Penrose: If they have got Level 2 and they
need to refresh their skills because they are not
employable because they have been out of the
workplace for seven years, what you are saying is
that they then have to go into debt in order to get
better skills in order to become employable?
Lord Leitch: I think that is the only way forward.
What are you saying, Stephen? There is a grant and
a loan. It is a partial solution.

Q393 John Penrose: I am just concerned that this
does not sound like it is a very easily opened
doorway which is going to encourage people to
refresh their skills if they are over 25 and out of
work.
Lord Leitch: Can I say I do not think we have all the
detailed answers. What we have set out in our report
is a very comprehensive analysis, a very clear view of
the vision, the strategy, the objectives, and the
principles. What it is not is a detailed blueprint for
implementation, so we do not have all the answers
and I think that is something we will have to look at.

Q394 Chairman: Can I make a request, if somebody
could send us a note on the interaction between the
learner account, the loan and the grant.
Lord Leitch: Yes certainly, we can do that.
John Penrose: That is important.

Q395 Mrs Humble: Lord Leitch, the area that John
Penrose has just opened up is an area that I want to
question you on a little later, but I just want to follow
up on one of your answers about employers
expressing eagerness for more apprenticeships. One
of the problems that I have in my constituency, and
I am sure must be replicated elsewhere, is where we
have very small employers—and a lot of craftsmen
fall into this category—a one-man band who is an
electrician and a plumber or there might be him and
somebody else, who are very reluctant to take
apprenticeships. A lot of people in that position are
now older as well and they will be retiring soon and
so younger people who want to become apprentices
in that sort of area are finding it very, very diYcult
to get the work placements. Is it a specific group of
employers which has approached you and where did
these very, very small microemployers fit into the
scenario of apprenticeships that you outlined?

Lord Leitch: I think what we are saying is yes maybe
there is something that has to be done on the design
of apprenticeship courses. Maybe some of them are
too long or too complicated and they should be done
in a more unitised way. I think this is where we say
the role of the sector skills council would come in.
The sector skills councils represent the whole
industry and will identify collectively the skills gaps
and the needs and will then input to the design of
courses. We are also saying for the sector skills
councils their performance should be judged on
maybe harder-edged targets in delivering things like
apprenticeships, and also apprenticeships across a
range of large and small employers. So I think the
design of the apprenticeship course is crucial in what
you are saying and maybe what we have not got is
enough demand-led in the position that you are
talking about. It would be the sector skills council
which would come in.

Q396 Mrs Humble: Except I find—and again I am
speaking from personal experience—the learning
and skills council works very well in my area with the
local college to provide the academic side of the
training, the theoretical side of the training, but
there is a large demand from individuals who want
to be trained, for example as plumbers, and they
cannot get the work placements in order to complete
their course because the people who they would be
placed with are, by and large, very, very small
microemployers who do not want the fuss and
bother of apprentices who they see as an
inconvenience to them.
Lord Leitch: It is back to the issue we talked about
earlier of portable skills and what does the employer
need. I think there are two dimensions. I mentioned
the sector skills councils. The other one is the Train
to Gain broker. The Train to Gain brokers are
engaging with those smaller employers. They are
engaging with the harder to reach employers. We
have seen real traction. The small example I gave
you is a good example of how you can engage with
the smaller employer and identify what they need
and to increase their awareness. Can I just mention
something by way of clarification. It is right that we
focus on small employers but if you look at the
composition of employers in this country, 50% are
larger employers, and then you have got the public
sector and SMEs, which are a vital part of our
economy but we must keep it in proportion. That is
the point I am making.

Q397 Mark Pritchard: Going back to Jobcentre
Plus, I think all of us will have some representation
of Jobcentre Plus in our constituencies and the staV
do an excellent job and are very committed public
servants. Given that many of your answers have
involved, it appears, an increasing role for Jobcentre
Plus staV, how does that marry with the current
proposals to cut quite severely the number of
Jobcentre Plus staV around the country; one in two?
There is always room for eYciency savings but do
you agree with my view that there should be some
thought for keeping Jobcentre Plus in post where
unemployment is greater?
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Lord Leitch: Just repeat that last question.

Q398 Mark Pritchard: To keep Jobcentre Plus open
where unemployment is rising or significant?
Lord Leitch: In terms of an increasing role for
Jobcentre Plus, yes Jobcentre Plus have been
reducing staV and they have been driving
eYciencies. The merger is finished. You first do the
merger and then say what is the next stage of driving
eYciency. I think they are doing it really, really well.
There have been changes also in Jobcentre Plus in
terms of more on-line interventions, more telephone
interventions, so the workload is moving a bit as
well. What we are not looking for here is more work
for Jobcentre Plus; it is better performance and
better achievement of Jobcentre Plus. What we are
seeing is that in those two-thirds of claimants who
recycle we should be doing things that reduce that
rate. We are saying that everybody coming in should
have a skills health check at the beginning, a
diagnosis, and that would be done by the Careers
Service and Jobcentre Plus. Then at the six-month
point there would be a check to see where you are
and, if there is a skills problem, your back-to-work
programme would include many more skills than at
the present time. The figure at the present time is, if
my memory serves me right, 11% of claimants are
referred to skills programmes and I think we think
that figure should be much higher, so what you are
looking at is better. This might reduce the number of
claimants because you are getting people into
sustainable jobs. So we have had extensive
discussions with the executive management of
Jobcentre Plus and DWP and they are very confident
they can cope with this.

Q399 John Penrose: Just to come back round to the
discussion we were having about targeted skills just
now. You were very helpful in your responses to my
earlier questions. Can we look at some other groups
that may be suVering from disadvantage. We were
talking about people with skills below Level 2 to
start with. We have been trying to understand the
interaction between multiple disadvantages and
there are some groups who have these multiple
disadvantages and you can see them very, very
clearly in the figures. Have you given any thought to
the way that skills may need to be delivered for
specific groups that are suVering from multiple
disadvantage, whether or not there are specific ways
you need to change the delivery of skill for disabled
people, for people of diVerent ethnic backgrounds,
for women as opposed to men, and for people who
are therefore suVering from some combination of
disadvantages which means that they are highly
unemployable at the moment but need to get those
skills to cut that particular knot of problems?
Lord Leitch: I feel very strongly about this area. I am
the Chairman of the National Employment Panel
and I think they have made representations to you.
I think you had a discussion with Cay Stratton here.
I feel very strongly about helping disadvantaged
people into work and particularly the hardest to
help. What we are advocating on careers advice,
awareness, all those things, will help this community

and particularly the development of employment
and skills boards. There we want to build on some
of the successes. I know you have talked about Fair
Cities. That is something I felt very strongly about—
getting more ethnic minority people into work. We
have got a 15% gap. Because we know that many
employers do have a social conscience and by
bringing these employers together in this collective
way at a local level, by identifying the needs of a
particular geographic unit, bringing the supply side
and the demand side together with this extra help
that we are giving on basic skills, with the better
assessment we are giving on basic skills, we can get
employers to define what they need, to look at the
local problems, to co-ordinate better the help that is
given, and to improve those harder to help groups. I
am confident of that. In terms of have we done the
detailed work below, no.

Q400 John Penrose: Just to pursue a little bit on that.
What we have been hearing is that attitudes to skills
vary very strongly between diVerent groups. You
said yourself we do not necessarily have a culture
which values skills in this country in the way that
some other countries do. Do you think you are going
to have to delve into whether or not some groups of
the harder to help are more or less pro skills
development? If there are some groups that are less
pro skills development, does that not argue that you
may need to have some specific kinds of outreach or
something like that in order to change that
particular culture because it will be a diVerent set of
obstacles than in other groups?
Lord Leitch: One of our principles is to adapt and
respond, so I agree entirely with you. I think there
will be diVerent tailor-made solutions for diVerent
groups in diVerent locations. I think the situation is
diVerent in diVerent parts of the country. It is
diVerent for diVerent socio-economic groups as well,
I agree with you.

Q401 John Penrose: Are you planning to do any
follow-up work to address those sorts of questions?
Lord Leitch: My job is to deliver this report and it is
then to fight hard as a champion for
recommendations and then the implementation,
how that is taken forward, is up to the Government
in the UK, Northern Ireland, Scotland and Wales.

Q402 John Penrose: So which departments should
we be following up? Is it going to be DWP or is it
going to be the Department for Education and
Skills?
Lord Leitch: I think it is both actually. I commend
you to do that.

Q403 John Penrose: That is the question they have
got to answer? You have identified it; they have got
to come up with the answers?
Lord Leitch: Yes.

Q404 Michael Jabez Foster: Your report seems to
acknowledge that the ambitions of the individual to
be trained are really important in determining
whether or not they are going to enter into a training
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programme. On that area of personal attitudes and
expectations, may I put to you that in certain
areas—my own constituency of Hastings—there are
very, very low skills and a culture of acceptance of
low skills. What can be done about that?
Lord Leitch: I think, as I said earlier, changing the
culture is incredibly diYcult. I think we should begin
a journey to change behaviour which will lead to a
change in culture. I think it should start with
awareness and then access. Awareness is actually
showing people that there is increased value to them
from learning. I think that starts perhaps in pure
marketing in terms of giving people the insight to
what is there. I mentioned this particular advert that
went before. I think we should start with that. Then
we have the basic skills and all the work we have
talked about. I think that is the only way we can do
it. I can think of no other solution.

Q405 Michael Jabez Foster: I had a carer yesterday
who is 53 years old and she said, “My caring role has
ended. My parents have had to go into a home
eventually (so she is feeling terribly upset about it)
and I have not got a skill in the world. I am not very
clever (she probably is) and I have certainly not got
the confidence to go and do anything.” What do we
do about people like that because there are many
thousands of people like that, particularly carers
who get to the end, who lose their carer’s allowance
because they are no longer performing the role and
they have no income and no confidence. There is a
massive group out there.
Lord Leitch: There is and the universal careers
advice service would be the first port of call for that
person, done in a user-friendly way, to sit down and
counsel where you are in your life, what skills you
have, if any, what you would like to do, and what is
possible. It is the art of the possible. First, it is the
analysis, then giving them advice and guidance as to
what they can do, and then giving them access to
that. That is the way forward.

Q406 Michael Jabez Foster: Do you think there is
enough facility there because the whole project is
based, as you said at the very first question, on
asking employers what they want, and by asking
employers what they want is not the diYculty at the
softer end—perhaps carers who are still caring in
that area who are a long way from the work
market—and do you think there is suYcient
attention given to those groups which are not the
immediate concern of employers?
Lord Leitch: We are suggesting more attention
should be given to those groups. This is not all
employers. What we are recommending is not
everything for all employers. There is a
responsibility on the state to give everybody this
basic platform of skills. The Careers Advice Service
is a Government responsibility, it is not an employer
responsibility, so there has got to be that balance.
What we are saying is on the role of the Commission
it is employer-led, but we make the point very
strongly in the report that it is within a framework
of rights and responsibilities for individuals, so this
is not saying delegate or abdicate all responsibility

from the state to employers. It is not that at all
because the state has a very crucial role to play in
groups like you are talking about.

Q407 Michael Jabez Foster: So you would accept
that outcomes may be more distant than the
immediate?
Lord Leitch: Yes, absolutely.

Q408 Michael Jabez Foster: And the gains may be
more distant?
Lord Leitch: Absolutely and you might have to take
a longer view with some people. There is clearly a
social aspect to that.

Q409 Harry Cohen: Where do you stand on the
DWP’s “work first” approach? Does this mean that
the focus is on upskilling people who are already in
work, perhaps even at the expense of those who are
out of work?
Lord Leitch: I think that the “work first” approach
from DWP has been incredibly successful. All the
evidence shows that for people who are unemployed
getting them into a job is a great solution, and I think
a 75% employment rate is testimony to the approach
of work first. We are not advocating that you change
that approach. What we are saying is that you
complement it by saying there are some groups who
need skills first before they can get work. We have
identified the sorts of things we have been talking
about there. There would be some groups who need
more skills before they can get into work and these
particular disadvantaged groups are exactly that, so
skills first.

Q410 Harry Cohen: Train to Gain has been
successfully piloted and you have eulogised about it
earlier on as well. How do we ensure that the quality
of the training is there and very relevant and not just
for the current job but for that person to take on into
the future?
Lord Leitch: In quality of training I think there is a
role for sector skills councils. Again, we are talking
about economically valuable skills. I think that has
got to be a mantra. If we drive economically valuable
skills, the best thing you can do for any individual is
to get them into a job that is delivering those
economically valuable skills. They will then get a
wage premium, they will then get a sustainable job,
they will get promotion and then a bigger wage
premium. That is exactly what we should be doing.
I make no apologies that economically valuable
skills is absolutely the direction we are trying to
move into, so it would be demand-led. I keep saying
the reformed and relicensed sector skills councils
because they are not all performing at the standards
we would like. There are 25 at the moment and I
think a number of them need to be evaluated and
assessed as to whether they are delivering to the
standards that we want. The sector skills councils,
reformed and relicensed, will do that approval. We
will also have a regulatory approach by the QCA
which will apply a light touch, risked-based quality
control regime on the courses. I think that you will
see the 22,500 vocational courses, many of which as I
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have said have no return, reduce, and we are actually
charging the sector skills councils to come up by the
end of 2008 with a view on the number of courses
that would apply going forward, so there is that
control. Obviously you have got to have the QCA
controlling it too.

Q411 Harry Cohen: That is helpful. The aim is by
2010 to get an additional 3.6 million people to Level
2 or higher qualification, as far as I can see. That is
a lot people. Is it achievable on the Train to Gain
model? What is needed to achieve that?
Lord Leitch: I think it is eminently achievable. Other
countries do it; we are behind. As I said earlier, I
think the proposition to employers is compelling,
but there are some hard-to-reach employers whom
we have got to get to and evangelise the benefits to
them (that is the job of Sir Digby Jones) and I think
that is absolutely achievable.

Q412 Harry Cohen: In the time span? It is a short
timespan.
Lord Leitch: We have said on the pledge that we
have got until 2010 and our targets are for 2020. We
have got to look at the trajectory and if it is a positive
trajectory I would make a judgment and I would
continue with the voluntary approach. If it is not
working I think we should then introduce the
entitlement. Coming, Michael, back to your point
about compulsion, I think then there is a good case
for saying we have to have that. However, it would
be done in full consultation with unions and
employers and done in the workplace, which I think
is one of the factors that would influence the success
rate as an entitlement. The other thing just on the
entitlement, we have got to be very careful if we
bring in the statutory entitlement that what it does is
it enhances employers and does not cripple
employers. It is very important that we design very
carefully what eligibility means. Again, you do not
want to have a blunt instrument where you bring in
compulsion of an entitlement which damages
employment. You would have to have criteria like
how long have you been in the job before you are
entitled to this. You need to make sure that you are
not spending investment and time on people who
will not be there in two weeks’ time.

Q413 Harry Cohen: Can I just pick up on some of
these other aspects, not just skills but job retention,
earnings progression, people if they move jobs
progressing in work. How will Train to Gain work
in that regard? Do you think it needs perhaps some
adaptation to work?
Lord Leitch: Yes, I think Train to Gain will continue
to evolve and improve. One of the areas that is being
looked at on Train to Gain is to take the concept to
higher levels. I have mentioned the higher education
levels. One of the reasons for a lower percentage of
funding in the UK compared to comparator nations
is the fact that we do not have the stimulus for
employers to fund higher education in the same way.
We are recommending that a portion of the HEFCE
budget is applied to stimulate this, so you can see co-
funding of degrees in the workplace. Again coming

back to an earlier point about breaking things down
into bite-size chunks so that employers see a value in
unitised, more modular degree courses done in the
workplace, we think that is the way to stimulate that.
I can see Train to Gain extend in that sort of way up
to higher levels. In the medium and lower levels it
will continue to evolve and improve and adapt. One
of our principles is “adapt and respond”.

Q414 Harry Cohen: My last question is about
rewards and incentives. Clearly there is something
there for employers if they can get a more skilled
workforce, but what about Jobcentre Plus, the
welfare to work providers, the LSC, the skills
councils; should something be built into the system
that rewards them if they get people into
employment, let alone the skills upgrade?
Lord Leitch: That is a very good question. The job
of the provider in vocational skills is to provide those
skills to individuals so that they can then either get a
job or progress in a job or sustain a job. At the
present time there is not enough analysis of the
impact of what they have done on outcomes, so what
we are recommending in here is that providers
should provide an analysis of what has happened
based on the courses that they provide. That would
be one of the factors for assessing the performance
of the provider. You mentioned that employers get
a benefit from this. I can tell you that not all
employers see the benefit from skills. One of the
areas that we want to improve is awareness and
engagement, and that is again where the
Commission and the sector skills councils will come
in because we want the one-third of employers who
do nothing to start training and we want those
people who are already doing it to see ways in which
they can improve their investment and increase their
productivity.

Q415 Mrs Humble: First of all, I just want to ask a
follow-up question to one of your answers to Harry
Cohen when you talked about Train to Gain going
up through into the higher education sector. How
can you make HE as responsive in the way that you
want it to be responsive given there is a long lead-in
time before universities can set up new courses, new
departments, and recruit staV to then deliver courses
that have been identified by employers in the way
that you have outlined? And then of course degree
courses are three years. If you say it is a five-year
period by the time they turn out these graduates,
there might not be the need for their particular skills.
How can HE be part of this much more flexible
responsive skills training system that you want to
put in place?
Lord Leitch: I think it can and it must. There was a
report done three years ago by Richard Lambert on
the engagement of employers with higher education
institutions. He was saying much more needs to be
done to improve that engagement. I read two
months ago a report done by the City of London
employers on financial services saying exactly the
same. You have got to improve the engagement
between higher education and employers. It has to
be done and I believe it can be done. We have got
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some good examples. I will give you a good example.
There is one sector skills council which is called
eSkills. I do not know if you have come across this,
this is in IT, and for me this is an exemplar of how
to run a sector skills council. Around the table of the
council are the chief executives from all the major IT
companies in this country—the IBMs, the Oracles,
the Ciscos, they are all there around the table
defining what they need. They have defined that in
their sector they need a particular graduate course,
so what they have done is to work with certain
universities to design that graduate course the
curriculum of which is suitable for their industry, so
collectively they have done it and they have
developed a portable skill which they say is so good
it is going to benefit all of them. In this year they are
going to enrol 600 students in that course, so that is
employers taking a three-year view on what can be
done. What we are also saying is that degrees can be
done in a modular way. If you have got degrees
which you can do if you are in work (like the Open
University) they can be done much more in the
workplace with a stimulus of funding coming from
higher education which will then encourage the
employer to put more in. The other point on degrees
is of course that one of the most successful areas for
higher education in recent years is MBAs which have
been stunningly successful. I think that shows it
can work.

Q416 Mrs Humble: Thank you for that. Now I will
ask the questions that I should be asking you which
are about the interaction between benefits and skills
training. I want to carry on the example John
Penrose gave you earlier of somebody who is over
25, who is unemployed, who knocks on the door of
his FE college because he has recognised that he
needs reskilling and you outlined that that
individual would have access to the learner account
and the proposed Skills Development Fund. How
would that support interact with their benefit
entitlement if they are receiving financial support in
some way?
Lord Leitch: I will let Stephen answer.
Mr Evans: Then he will say the opposite! I think that
there is always a debate about the benefit rules versus
all the other support that people get outside benefits.
We will probably end up ducking this and saying 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. For those people who need to learn they need
financial support to learn and they can get that
through the benefits system or through the kinds of
things Sandy was talking about. As long as they get
it, it is up to the Government to decide which source
they get it from best.

Q417 Chairman: There is a famous rule in social
security, the 16-hour rule on learning and education.
If you are doing less than 16 hours you can stay on
benefit. Did you have any discussions around that
rule?

Mr Evans: No.
Lord Leitch: I will be quite blunt on where we have
not got gone to places and where we have.
Chairman: That is fine, it is not a problem.

Q418 Mrs Humble: I am still going to push this a
little further even though I recognise that you have
said it is up to Government to sort out the benefit
rules. This is actually a very important area. For
example, somebody on a jobseeker’s allowance is
required to job search so how would that then
impact if they have had their skills audit and they are
told, “You need this that and the other reskilling, we
have identified the course. We are going to fund it
through one mechanism or another”? That
individual has still got to as part of his benefit
entitlement be looking for jobs. He could then be
oVered a job in the middle of the course. Could he
turn down that job oVer, still retain his benefit
because he says, “Hang on a minute, you have
identified I need reskilling because you have done
this skills check.” How would this work? Another
example—and it is appropriate to my constituency
in Blackpool—is sometimes people are oVered jobs
that last less than a year, seasonal employment
where they are employed from Easter to the switch
oV of the Illuminations at the beginning of
November. They could say, “Just a minute, I do not
really want to have a job that is just for however
many months. I want to do some training and then
get into a job that gives me a longer-term future.”
Lord Leitch: We have looked at this. Again
conditionality is an incredibly complex area. What
we are recommending is part-time basic skills as part
of your back-to-work plan, so the sort of example
you are quoting you could do with part-time basic
skills. Again, I think what you need to do now is to
take our recommendations at this level and you then
need to go to the next level to look at every “what if”
under that next level, and we have not done that in
this report.

Q419 Mrs Humble: You suggest that the
Government “should review whether participation
[in basic skills training] should be mandatory for all
jobseekers with basic skills who remain on benefits
at six months.” What are the pros and cons on
compulsion in this matter?
Lord Leitch: I think if it is absolutely clear that if the
barrier to somebody getting into work is that they
are in this recycling route of repeat claims, then
compulsion should be applied in those situations,
but in a sensitive way—and it has to be a careful
evaluation—otherwise that individual that we are
talking about does not stand a chance of getting a
job. It has to be done in an encouraging way to say,
“This is how we are going to help you get into a job
otherwise your chances are much less.”

Q420 Mrs Humble: Your recommendation in your
report is predicated on the assumption that the
courses that are oVering the basic skills training are
adequate and up to the job, but there has been a
recent DWP research paper that has highlighted the
fact that some basic skills courses do not do very
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much for either the customer or the potential
employer. You mention the QCA, but who would
validate these courses to make sure that they were
oVering appropriate skilling to people and that it
was not a waste of their time, if you are going to
make it compulsory?
Lord Leitch: The Commission for Employment and
Skills has a role in this in looking at the results that
are coming out from these, in addition to the QCA,
so we are going to look at that. I agree with you—
coming back to the point I made earlier—a number
of courses that we use at the present time deliver no
returns and need to be improved, so I agree.

Q421 Justine Greening: I have a couple of questions
on how we deliver better matching of skills and jobs
locally. Before that I want to ask you a couple of
questions on the macroeconomic picture that we
talked about earlier. Lord Leitch, you talked about
the fact in your report that migration generally has
had a positive eVect of helping to mitigate skills
shortages and fill jobs that cannot be filled
domestically. We know you have said 510,000
people from the accession eight countries have
registered to work. Given that the Government
initially said it expected around 40,000 or 50,000
people to come in, do you agree with me that that
shows the Government had not got a clue about the
actual level of skills shortage that this country was
facing and had fundamentally misunderstood the
challenge that our country had in skills shortages?
Lord Leitch: I would say yes and no. Standing back
again I would look at the economic performance of
the country, and I think it has been a wonderful
example of economic stability over the last 10 to 14
years. I think there has been a tremendous track
record of economic performance. You can see
world-class employment levels. All of those things I
think are testimony to a very successful economic
programme. Of course, predictions on immigration
are incredibly diYcult to do, but I think the economy
has absorbed them well and has continued to
flourish.

Q422 Justine Greening: It seems to me that what we
have seen with the accession eight countries proves
that the Government had not understood the
demand from British businesses and in doing so it
has let down British business by, frankly, not putting
in place skills training that provided the right
employees with the right skills and has let down
British business by not having a migration policy
that even understood that skills was one of the key
reasons why British business needed that economic
migration. Do you also agree with me that it
fundamentally, and perhaps most importantly, at
the individual level, let down the 2.7 million people
on incapacity benefit most of whom we know want
to work, the million people on unemployment
benefit and the possible one and a half a million
looking for a job? Do you not agree that they have
been fundamentally let down by this total
misunderstanding by the Government of how big
our skills shortage is?

Sir Peter Spencer: I think I do disagree with you
fundamentally. If you are going to stand back and
look at the bigger picture—I will repeat how
economically successful this country has been—I
think it is a stunning performance: the fifth largest
economy in the world, a paragon of stability in
economic terms; high employment rates. We have
seen some incredibly successful British companies.
Justine Greening: We have, but we are also seeing
rising unemployment now.

Q423 Mark Pritchard: A seven year high.
Lord Leitch: But you are still seeing employment at
the highest it has ever been in generations at 75%.

Q424 Justine Greening: Unemployment is at
something like a seven year high.
Lord Leitch: It is not my here role to comment on
what has been done before. One of the areas that we
looked at was should we try to analyse what has
gone wrong, so do you go back 50 years or 100 years
in terms of skills and education. We quote in the
report Adam Smith in 1776 saying there was a huge
problem in terms of the education establishments
not delivering what businesses wanted. There has
been a problem over the last 50 years in education—
Stephen argues it is over 100 years—in terms of
delivering what the economy needs, so I am not
going to go into that detail.

Q425 Justine Greening: Thank you for sort of
answering my question.
Lord Leitch: Disagreeing.

Q426 Justine Greening: Well, disagreeing, but at the
end of the day we had an opportunity.
Lord Leitch: What was the opportunity? Can I ask
you questions?

Q427 Justine Greening: Absolutely, I am very happy
to answer. I think the opportunity was that there was
a clear skills shortage.
Lord Leitch: Where?

Q428 Justine Greening: Across the economy in a
range of jobs from what we seem to understand in
many respects.
Lord Leitch: Look at what we have achieved:
21–29% in higher education; we have halved the
number of people without basic skills; there have
been very significant achievements.

Q429 Chairman: Since 1997.
Lord Leitch: I quoted since 1994.

Q430 Mark Pritchard: I have somebody in my area
in further education who says to me that there are
some people leaving school who cannot even write
an essay unless they write the essay in text language.
Lord Leitch: I agree.
Mark Pritchard: It is not that we are at the same
skills level as we were 10 years ago.
Chairman: Can we bring some order back to this. We
do have a timetable and there are other people to ask
questions. Justine, please.
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Q431 Justine Greening: I will just move on, but I will
say I am frustrated because I think vocational
education is very important and if we had made
more progress on that in recent years we would have
been better able to fill the skills shortage and give
opportunities to people already here who
desperately want them. I will move on to my
questions. At the local level one of the things that has
come out from some of the other evidence is that we
can have all sorts of national programmes in the
national framework but often the job opportunities
are very locally driven, so in my area of London, for
example, a lot of the opportunities come in the
service sector, retail, but also construction. Do you
think that the employment and skills programmes,
funding for which is currently held by Jobcentre Plus
and the Learning and Skills Councils, if we do go
down the Cities Strategies route should be devolved
right to that very, very local level to go with the
Cities Strategies funding?
Lord Leitch: The budgets for the Learning and Skills
Councils?

Q432 Justine Greening: Yes.
Lord Leitch: I am not sure about that. I think that is
something that has got to be taken forward in terms
of the funding for LSCs. Of course, again, we are
looking at budgets being demand-led. There is going
to be Train to Gain and Individual Learner
Accounts driving that. Instead of having big
budgets, you will not have big budgets, the budgets
will be driven by the demand through Individual
Learner Accounts and through Train to Grain.

Q433 Justine Greening: One of the other issues that
have been raised is that there is this tension between
having the national framework but allowing this
flexibility in programmes so they can respond very,
very locally. The Association of Learning Providers
said that this could possibly lead to some sort of
district anarchy in terms of what people are oVered.
How do you see balancing oV those competing
models of how we might deliver better skills and
matching employees up with employers?
Lord Leitch: Whenever you have devolution you
have a risk of inconsistency. There has got to be a
loose-tight framework, there have got to be certain
things which are fixed and certain things which can
vary. I am absolutely convinced we should be
delegating and devolving as much as we possibly
can, and I have mentioned in one of the principles
the rights and responsibilities that individuals have.

Q434 Miss Begg: This is the final set of questions you
will be pleased to know. The next vehicle for New
Deals is Building on the New Deals, but we have
been told by other people giving evidence to this
inquiry that Building on the New Deals is eVectively
dead, that the Department for Work and Pensions
has not proceeded with it. If that is the case, do you
think that the plethora of present New Deals should
be replaced by a new generation of the next stage of
New Deals but much more flexible programmes,
ones that look at the individual person not at the
disadvantage and look at what needs to be done to
get them into a job rather than the separate New
Deals that we have got at the moment?
Lord Leitch: Thank you. New Deal has been an
incredibly successful programme, as we all know.
We have not evaluated Building on New Deal. What
we are seeing is everything we are recommending
will strengthen the New Deal. We think the New
Deal should stay and be strengthened by the
developments and recommendations that we are
making.

Q435 Miss Begg: You have mentioned Fair Cities
already and you know about the Ambition project as
well. What principles in both of those projects
should inform the development of future welfare to
work programmes?
Lord Leitch: Oh, I think there is a clear lesson there.
If you can join up the demand side with the supply
side, if you can join up employers with the supply
side, there are great results to be had from that, and
I think that is what we have learned from that. If you
can join up with employers, what we are
recommending is at last bringing employers together
on employment and skills. At the moment I chair the
National Employment Panel which looks at
employment and I feel very strongly that we should
bring together employment and skills as well. I think
that is the lesson we can learn from that. From my
viewpoint, knowing Ambition and Fair Cities, you
have got to have a programme which can get to
scale. There is no point in having something which
looks wonderful as a prototype and you can never
expand it. I am convinced all the recommendations
we have here can get to scale, the five million, the
seven million people, can all get to scale. Those are
the lessons I have learned.

Q436 Chairman: Lord Leitch, can I thank you for
what has been a very interesting and informative
session. It is a dangerous precedent having witnesses
ask us questions, I am not sure the Leader of the
House would want us to take that up! Thank you
very much, it has been really good.
Lord Leitch: Thank you very much, it has been very
stimulating.
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Q437 Chairman: Good afternoon, everybody.
Welcome to this, the final session of our employment
inquiry. As you know, this is our inquiry into
employment rates. You will be aware that the Centre
for Economic and Social Inclusion have argued that
after some years of significant progress we have now
reached a plateau on the employment rate and that
from now on it gets very diYcult. What are your
observations on that?
Mr Murphy: First of all, good afternoon, chairman,
and fellow members of committees. They are right in
acknowledging that there has been remarkable
growth over a number of years in the employment
rate, as Committee members know, two and a half
million more people in work than a decade ago with
real success amongst those who perhaps on occasion
in the past have been furthest from the labour
market. Analysing the statistics will show you that
there was a plateau from about 2001 and that is
generally acknowledged to be part of a global
phenomenon where many other countries went into
recession. For the UK, rather than going into
recession and a return to large scale unemployment
and economic inactivity, the labour market as part
of that global situation is getting better. There is still
steady growth but not as much as we all would have
wished and planned for in that sense. I think it is part
of the wider global economic impact on the UK
labour market but, as I say, despite that we avoided
the recession that has come to so many other
countries and we continue to see growth in the
number of people going into work and the number
of people coming oV incapacity benefit and into
work. That is important and we need to do more,
and that is the next stage of welfare reform,
supporting those people who have been out of the
labour market for much longer than they would wish
to be.

Q438 Chairman: Is it the case that part of the
challenge is that the residue, if you like, that are in
the unemployment sector are the ones who are
hardest to place in employment and does that
suggest diYculties with some of the programmes the
Department runs?
Mr Murphy: You would be the first to chastise me,
Chairman, if I oVered an absolute generalisation,
but I think the statistics are pretty clear in a general
sense, which is that 950,000 people are currently on
Jobseekers’ Allowance. About one eighth of those
folk have been on it for six out of the past seven years

and those statistics tell a story of their own, I think,
which is that for a sizeable number of people the
barriers are still too significant to get into work,
whether that is formal skills or soft skills, but within
that undoubtedly there will be a group of people who
fall into a category of can work, will not work, and
that is an additional challenge for the Department
and for the Government.

Q439 Chairman: We have had many esoteric
discussions about the employment rate and how the
percentage is and how you compute it. Does the
Department have a view on the proposals from
the OECD on measuring employment rate?
Mr Murphy: We will end up publishing both, an
employment rate and an employment ratio. We will
take advice from listening to yourselves as a
Committee and others as to how exactly we should
do that and when. As you rightly say, it is an esoteric
debate but there is also an important conversation
around it. Of course, the employment rate is the
number of 16 to state pension age folk in work as a
proportion of that population, whereas the
employment ratio is the total number of people in
work as a proportion of the 16 to state pension age
population, so there is an important diVerence. In a
general sense I think the ratio over time would give
you a higher percentage but our 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.

Q440 Chairman: Is there any merit in publishing a
separate employment rate for the over-65s who are
pensioners? This is becoming a new target group, is
it not?
Mr Murphy: There are figures for those who are over
50. I think the employment rate for the over-50s is
currently 71%. If the systems can be designed to do
so, Chairman, I see no reason why we could not in
time publish an over state pension age employment
number. Currently I think the number is about a
million of the number of people who are in work, full
or part-time, who are over state pension age, so I do
not see in time any block on us doing just that.

Q441 Chairman: Moving to the other end of the age
scale, the Government’s aspiration now of getting
50% of teenagers into higher education, we have, in
terms of what Leitch was saying last week about
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eVectively moving to a school leaving age of 18, the
various levers that Government have tried to put in
to encourage people to stay on. Is it not a
contradiction then to include 16–19 year olds in the
labour force?
Mr Murphy: At 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 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. As I say, and
you have alluded to it yourself, Leitch has
made comments and other observations and
recommendations, and we work closely with the
Department for Education and Skills on this, but if
they are in the labour market and they have made a
decision to be in the labour market it is important to
record them as statistics. I think that is the fair way
to do it.

Q442 Chairman: What about NEETs?
Mr Murphy: I think there are about 1.5 million
16–18 year olds who are currently either in education
or in training, which is a record number, but within
that record number there are pockets of 16 and 17
year olds who are not in education, employment or
training, where there has been a growth in some
parts of the country, and we are in discussions with
the other ministers at DfES to see what more can be
done to support those folk to get the chance of either
retaining them in full-time education or getting an
added opportunity to be in training or in work.
Obviously, the EMAs, the educational maintenance
allowances, are an important part of that, but we are
determined to see what more we can do in the same
way that we have sought to address long term youth
unemployment for the 18–24s, to address the growth
in some parts of the country of NEETs. As I say, the
backdrop to it is record numbers of people in
education and training, 1.5 million.

Q443 Chairman: In policy terms for those 16–19 not
in education, employment or training, have you seen
it as the responsibility of DfES or DWP, or
anybody?
Mr Murphy: In one sense of the world of work they
are predominantly DWP’s responsibility, and in
terms of the academic intervention it is
predominantly DfES, but we have a very close
working relationship both at an oYcial level and at
ministerial level. The danger here would be that if we
did not get this right there would be two government
silos failing to interact properly with this important
age group, so both of us are responsible in diVerent
ways and we work very closely on it.

Q444 Miss Begg: I have some questions on BoND
and New Deal. In June you said, “We are still
considering the timing of implementation of the
building on new deal pilots”, but what has happened
to them?

Mr Murphy: The danger here would be for me to
repeat the answer from June but I do not think I can
add much detail to the specifics about where we
should go next on New Deal. As I have already
alluded to, at diVerent levels we could say that New
Deal for 18–24s, 25-plus and 50-plus in their own
diVerent ways has been generally recognised
internationally as being an enormous success. With
regard to where we go next, particularly with New
Deal for young people 18–24, we are still in
discussions about how the detailed implementation
of that will be brought about. We have got contracts,
I think, up until 2008 on New Deal, so we still have
that space in terms of making sure that providers in
the private and voluntary sector are able to adjust
their programmes to any redesign that the
Government wishes, but in general 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,
if you like, repeating within the New Deal in the
same way that in other parts of the welfare system
the number of people who are repeating on JSA, on
IB, IS and in the New Deal is something that we are
seeking to address. 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.

Q445 Miss Begg: The reason I ask is that one of the
previous witnesses, Richard Exell of the TUC,
actually said that as far as he was concerned “BoND
has died but it has not been buried because no one
wants to admit it is dead”. Would that be a fair
submission, that BOND as a separate pilot has gone
but that the principles of flexibility exist in the New
Deal review?
Mr Murphy: I know Richard very well and I do not
often disagree with him, but I do not accept his
caricature of this. We are determined to build on the
New Deal. Exactly what we call it in terms of that
exercise, how we roll out any testing of it, how we
build in any additional conditionality, any
additional flexibility, we do not have a tag for it, we
do not have a name for it. It may remain BoND. I
am not going to fall out with Richard over the name,
but I do not think Richard would recognise that as
a fair explanation of what we are seeking to achieve
in terms of building on the success of the New Deal.

Q446 Miss Begg: In the speech that the Secretary of
State gave to the IPPR this morning he talked about
the wider review of the Welfare to Work strategy.
Would what he is proposing this morning be what
you are talking about in building on the New Deal?
Is that the way it will go rather than the BoND
model?
Mr Murphy: Those aspects of the New Deal that we
are talking about just now would sit comfortably
within the announcement by the Secretary of State



3500382007 Page Type [O] 14-02-07 02:15:14 Pag Table: COENEW PPSysB Unit: PAG2

Work and Pensions Committee: Evidence Ev 111

18 December 2006 Mr Jim Murphy MP

today about the next decade of challenges for the
welfare state. Within that would be, as you will know
from reading the Secretary of State’s speech or some
of the media coverage, the challenge of skills, the
challenge of supporting families, the challenge of the
poverty of place where poverty and benefit
dependency are more commonplace than any of us
would wish them to be, and then also addressing a
fourth issue, which I have already mentioned, those
who are perfectly capable of working and perfectly
capable of competing in the labour market but, for
whatever reason, just do not. That is in the context
of there being approximately 600,000 vacancies in
the labour market with employers receiving this
afternoon advertising seeking to fill 600,000 gaps in
the labour market, so it is in that context. Building
on the success of the New Deal would sit very
comfortably within the announcement of the
Secretary of State today.

Q447 Miss Begg: But in order to get that group of
recalcitrants or hard-to-place into work it is going to
take a huge amount of eVort and a huge amount of
specialist eVort. At the other end of this, if we get
them into work, obviously, there will be big savings
in terms of savings in the benefits they get. Have you
been successful in persuading the Treasury that that
money that is potentially going to be released from
benefit payments should be ploughed back into the
extra resources it is going to take to make sure that
people actually do get into work and are skilled up
in order to come into the jobs market?
Mr Murphy: In the discussions with the Treasury I
think we have made a lot of progress and we have an
agreement in principle to do just what you suggested
on one important group of customers, and if we get
it right in this respect I think we will open up an
opportunity to see what more we can do. 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 oV 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.
As you rightly alluded to, many of those who are still
outside the labour market, apart from that minority,
as I say, who perhaps are not fulfilling a wider sense
of responsibility by doing something in the labour
market, do want a chance to work. Many of them
are some distance from the labour market and that
is the case, of course, with incapacity benefit, where
80–90% of those folk wanted to work and nowhere
near 80–90% get the chance to be in work. Building
on the lessons of the Welfare Reform Pathways, that
personalised support oVering a choice for customers
is all within the realms of supporting those who are
furthest from the labour market and also using the
capacity of the private and voluntary sector as well

to support those folk to get closer to the labour
market and ultimately get in a job and a sustained
job.

Q448 Miss Begg: Is there not some contradiction in
the position you have taken as a Department where
you have centralised or brought into the central
core of the Department the responsibility for
employment programmes at the same time that
BoND and the development of New Deal was
supposed to give district managers a lot more
flexibility so that they could adapt to local labour
conditions and make sure that the groups they have
in their area are addressed specifically? If it is going
to be all controlled from the centre how do those
two aspects sit side by side when they seem
contradictory?
Mr Murphy: There are two main reasons for the
centralisation of procurement in the Department, on
which you have oVered a fair observation, which is
that this centralisation runs contrary to so much else
that we are seeking to do in the welfare system. The
two main reasons are, one, the responsibility for
procurement sitting within Jobcentre Plus created a
perception of a conflict of interest; I put it no
stronger than that. Jobcentre Plus being the service
provider and simultaneously the commissioner of
services at a local level led to some providers
commenting that there was a conflict of interest.
Secondly, by centralising procurement we really do
believe that we can build a centre of excellence in
procurement at the heart of the Department which
will drive greater eYciency and will get us a better
structure to our contracts and make sure that we can
continue with that success. In terms of the
devolution of decision making, we are determined
through the Cities Strategy in particular, which we
may have a chance to talk about later, to do exactly
what you are alluding to, which is further
devolution, so we will look for ways within the Cities
Strategy to give those consortia the chance to
influence the national procurement policy.

Q449 Miss Begg: But the devolution you are talking
about is not within the DWP. It seems to be external
to the DWP because the way that the DWP has been
structured in Scotland meant that in Aberdeen we
had a district manager that covered Aberdeen and
Tayside, I think Orkney and Shetland and that was
it. Our district manager now will cover the whole of
the north of Scotland and right down to the Clyde
Valley. The relationship I had with the Aberdeen
district manager was quite a close one and he was
able to be flexible, because obviously the labour
market in Aberdeen, because of the oil industry, is
quite diVerent from the Highlands and Islands, and
indeed the Clyde coast, whereas the new district
manager’s oYce is in Inverness, he lives in Fort
William and he has a huge land mass to cover. We
cannot possibly have that element of hands-on from
him. That is the structure of the DWP so the
devolution is not there. The people on the ground at
the Aberdeen level I am sure are very good, and I
know a lot of them, they are very good, but they do
not have the clout or the seniority to make decisions
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that would take them out of the straitjacket of what
they have had handed down from on high. As I say,
with devolution we are talking about external in
terms of the provision rather than what the DWP
says it is.
Mr Murphy: I think you lost almost everyone but
myself in that tour of Scottish geography.

Q450 Miss Begg: For everyone’s information
Inverness is a long way away.
Mr Murphy: It is a long way; it is half of England, I
think. On the point you made about the one labour
market across that geographical land mass, you
would acknowledge, and you would know better
than myself, that probably even in Aberdeen there is
not one labour market, let alone in the whole of the
north east or the Highlands and Islands. I am happy
if you wish to formally communicate about how the
Jobcentre Plus has been organised in Aberdeen and
Aberdeenshire, but the devolution I was talking
about—

Q451 Miss Begg: I was just using that as an example.
Basically it is a big area in terms of both population
and geography. It just is a bit bigger than normal for
these things.
Mr Murphy: Of course. The devolution that I was
alluding to there was in the Cities Strategy and in the
Scottish context there are three of the 15 Pathfinders
in the Cities Strategy—Glasgow, Edinburgh and
Dundee—and what we intend to do there is to set a
charge for those consortia involving the public and
private and voluntary sectors to come together to
design their own solutions to the problems within
their geographic location. It is our determination
that that will be an important welfare delivery
platform in the future. We are starting on those 15
in time so if that is a success there is no reason why
it cannot be extended to Aberdeen or wherever else
in time. The final point I would make about this is
that it is essential, as you alluded to, to have a point
of contact as a Member of Parliament with senior
people at Jobcentre Plus, which is why this week I
am again writing to all Members of Parliament. A
couple of weeks ago we wrote out the 0800 numbers,
which was welcomed by many, but this week we are
writing out ensuring that every Member of
Parliament has a dedicated point of contact within
the Jobcentre Plus system so if you have a
constituency concern you can go directly to that
person on a specific telephone number. Many people
already have that. I have that in my own
constituency, but up until now, despite good work,
it has been relatively patchy. We are putting in place
now as a matter of real importance that all Jobcentre
Plus district managers ensure that all Members of
Parliament in their location know the contact
number and the direct line number for inquiries on
behalf of the Members of Parliament.

Q452 Miss Begg: But I suppose the real question is
to what extent is the local district manager going to
have discretion to enable him to have that flexibility?

Mr Murphy: There are discretionary funds at
managers’ disposal, but we want to ensure that there
is flexibility not just around Jobcentre Plus. We want
to involve the private and voluntary sector in some
of these big cities and elsewhere in some of this
devolution and some of the decision-making, for
example, in the Deprived Areas Fund. We want to
give those who have delivered welfare services in
these cities the opportunity to shape those welfare
services, so not just Jobcentre Plus district managers
but oYce managers. District managers and other
Jobcentre Plus oYcials will be involved in the
consortia but we want to widen those consortia to be
much more than just Jobcentre Plus’s responsibility
for designing solutions.

Q453 Greg Mulholland: I have a few questions on
contracting to the private and voluntary sector. Do
you agree that more evidence is needed to make a
fair comparison between Jobcentre Plus and private
and voluntary sector delivery of employment
programmes?
Mr Murphy: It depends what you mean. If it is
evidence that we should be having that relationship
with the private and voluntary sector then the
answer would be no because as a matter of principle
we believe that we should be working in partnership
but also capturing the creativity and experience and
trust that the private and voluntary sector has with
many of our customers which, with the best will in
the world, the state will never have. We may wish it
not to be the case but it is the case. The level of
disconnection sometimes between some of our
customers and the formal state structures means that
the private and voluntary sector can be a much more
eVective interface with our customers. As a matter of
principle, therefore, I do not agree, but in terms of
value for money and contract construction and how
we monitor the delivery in the private and voluntary
sector I do agree, but that is an issue about the
practicality of the construction of contracts, as Miss
Begg has already been speaking about, the
centralisation and procurement process, and from
international experience I think we will get right and
we will have real success in the private and voluntary
sector with New Deal. What about the Pathways on
incapacity benefit? It is a matter of practicality
rather than a matter of principle. We will continue to
keep these comparisons, not just between the public
and the private and voluntary sector but also
amongst all the diVerent private and voluntary
sector providers because we do wish to create a
managed welfare market where customers make
informed decisions, where they say, “Who is the
most likely to get me into a job?”, and they pick the
provider rather than the provider picking them.
That is something we are determined to do with the
DWP, create that sense of a market where the
customer is in charge.

Q454 Greg Mulholland: Do you think at the moment
DWP has enough evidence of comparing how the
programmes are working, whether they are by
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Jobcentre Plus or by other providers, or do you
think it is something where the picture still needs to
be built up?
Mr Murphy: We will continue to learn as we engage
the private and voluntary sector much more closely.
One clear example would be on Employment Zones
where Employment Zones are proving to be slightly
more expensive, and the Committee I think has had
the details, a couple of hundred pounds more
expensive, I think, on sustained job outcomes but
have been better at getting people into sustained
jobs. It is a play-oV between spending that
additional couple of hundred pound investment and
having a better outcome in terms of the numbers of
proportionate people going into sustained
employment, but we will continue to learn as we
engage further with the private and voluntary sector.
I would be very keen for us, for example, to engage
with the trade unions as part of the private and
voluntary sector. That is somewhere we have not
gone thus far. A more straightforward example
would be in the former steelwork communities
where ISTC, as was, now Community Union,
campaigned and worked for those employees for
prolonged periods in the steelworks. Some of the
incapacity benefit pockets of concentration are in
some of these former industrial centres. I think trade
unions have an opportunity if they wish to play a
really important part as part of the voluntary sector,
but we cannot compel that. We cannot compel
unions or others to play a full part in this. I would
like to see a wider role for faith groups, for example,
in supporting people to get the chance to get back
into the labour market. That happens, but again it is
patchy across the country. Those are areas of
growth, I think, but we will continue to learn as it
evolves across time as well as across the country.

Q455 Greg Mulholland: Some of the evidence that
we have had has suggested, and you mentioned
Employment Zones and the assessment that has
been made of those, that part of that success may be
down to more favourable or more flexible conditions
and so can I ask you simply: will you give Jobcentre
Plus district managers and personal advisers the
same flexibility as is currently given to private
providers, such as in Employment Zones?
Mr Murphy: We do look for ways of introducing the
sort of flexibility you are talking about. I come back
to the point made earlier about flexibility in the city
consortia, 15 consortia across Great Britain where,
if you again look at the context, two-thirds of the
people on working age benefit in this country live in
our big cities. Unlike in mainland Europe, our
employment rate inside the UK’s big cities lag’s the
UK average. Mainland Europe cities exceed the
national average and in this country cities lag behind
the national average, so that is an additional
rationale for the Cities Strategy. Within those city
consortia, in which Jobcentre Plus has to be and is
involved, as is the private and voluntary sector, we
are looking at a degree of flexibility in the welfare
system that we have not had before. Jobcentre Plus
will play an important part in that. The additional
charge on the Employment Zones, I think I am

correct in saying, is that we specifically chose the
Employment Zone areas in those localities where
there really were substantial and generational
diYculties, substantial and generational poverty, so
that is something else that we have to factor into the
additional cost as a consequence of Employment
Zone interventions.

Q456 Greg Mulholland: In 2004 DWP published
figures that Jobcentre Plus had contracts with over
2,000 providers. How many providers does
Jobcentre Plus now have and what is the value of the
contracted provision?
Mr Murphy: I do not know that there is a number
but, of course, I can provide that to the Committee.
I think about 40% of our welfare to work business is
contracted or sub-contracted but, of course, I will
get you the exact number of sub-contractors as well.
I am happy to do that.

Q457 Greg Mulholland: One of the other areas of
concern that has been received is in terms of the
prime contractor approach and the feeling that that
may squeeze out smaller and more local and more
flexible providers who, I am sure you will agree, have
an important role to play. Can I ask what you are
doing to ensure that prime contractors have indeed
contracted with other local contractors, particularly
in areas where a prime contractor has only recently
set up an operation?
Mr Murphy: On the prime contractors, 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. I am sure I am right in
saying that 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. I know we were
talking about the influence on employment and
within that the IB reforms are absolutely essential,
and in that context we do need to have niche
contractors being involved in this welfare market to
provide support to those folk with all sorts of
diVerent circumstances, because one contractor
would find it very diYcult indeed to have that
breadth of expertise to support people with all sorts
of diVerent 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.

Q458 Greg Mulholland: So you will be very much
monitoring it?
Mr Murphy: Absolutely.

Q459 Greg Mulholland: Something else that came
out in evidence related to that is that there is a feeling
in some quarters that the contract selection process
is not being carried out close to the point of delivery



3500382007 Page Type [E] 14-02-07 02:15:14 Pag Table: COENEW PPSysB Unit: PAG2

Ev 114 Work and Pensions Committee: Evidence

18 December 2006 Mr Jim Murphy MP

and therefore the monitoring quality of employment
training programmes, which is a very labour
intensive business, really needs to be carried out by
people closer to the services being delivered. How do
you respond to that?
Mr Murphy: 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-oV 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
eVective way to make sure that what is contained
within the contracts is eVectively 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 diYculties 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.

Q460 Justine Greening: We have talked a little bit
already about the Cities Strategies and how things
are going to be delivered locally on the ground.
Obviously, that will all involve money and at the
moment Jobcentre Plus and the Learning and Skills
Councils have some of that money that gets invested
in employability programmes. How much of that is
going to be taken out of those two areas and then put
alongside the Cities Strategies’ work?
Mr Murphy: As I have already alluded to, there are
15 City Strategy consortia, of which two are in
London, the only city in the UK with two, for which
there is good reason. 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. Each of the
consortia has until 29 December to submit their final
request for flexibilities and some poor souls who will
be working hard over the Christmas break to put
together all the detail so that as early in January as
possible we can announce the funding and the
flexibilities.

Q461 Justine Greening: Have you seen any of the
draft plans that are coming through to you?
Mr Murphy: Not yet.

Q462 Justine Greening: In terms of the competition
that Greg Mulholland was just talking about, how
there are some big providers and much smaller
providers, you said that you will be very keen to
monitor what is happening. How are you going to
make sure that in the first place there is going to be
a level playing field for all the providers to compete
with one another?
Mr Murphy: We have forums where we sit and listen
to providers and the concerns and aspirations of
providers. In terms of a level playing field, it is
largely with the contracting process. It is about

making sure that the contracting process is fair, the
invitation to tender, the expression of interest
process, the way in which the contracts are
structured, the way in which the rewards and
incentives are placed in those contracts. Again, it is
not an issue of principle; it is an issue of just making
sure we get the structure of the contracts exactly
right so that, as I say, we get the outcomes we desire
without enabling any cherry-picking of customers,
and that again is about contract management and
management information.

Q463 Justine Greening: But some of the evidence we
have had regarding the contracts is that the
contracting process itself is the barrier to entry
because you get smaller providers who have to spend
a huge amount of time going through the tender
process and they are less able to absorb that
overhead perhaps than bigger providers. Is that
something that you are conscious of?
Mr Murphy: It is a fair observation and I will make
two points about it. One is the contract length and
we have said that three years should be the norm
rather than exceptional contract length, because I
know from my own experience that many of us are
only here because of very talented election agents
and my election agent is a senior on the Scottish
Council of Voluntary Organisation. She regularly
tells me about the frustration that she and others
have with the role of the voluntary sector. The first
thing they do when they have been awarded a
contract is plan for next year’s contract. Week one
of a one-year contract is spent planning next year’s
contract, so three-year contracts as the normal
length, perhaps longer, we would like to see going
further. The second thing is how you construct the
incentives within the contract. We had an exchange
in Parliament, and it is a matter of record in
Hansard, about whether contracts should be funded
with 100% outcomes. The Government took the
view that it should not be 100% outcomes because
that would prevent smaller organisations from
perhaps being able to get into the market. We have
opted for 70–30 between outcomes and overheads
but others on the front bench in Parliament took a
diVerent view, that it should be 100% funded on
outcomes. I think that 70–30 mix is right. It gives
people the chance to get into the welfare market and,
as I say, the contract length is the important point.
We are certainly addressing the contract length
issue.

Q464 Justine Greening: You said the contract length
would be three years but I thought the Cities
Strategy itself was lasting over two years.
Mr Murphy: We have not signed any contracts yet
on the Cities Strategy so we are going to make
announcements about it in January. 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, not just for one, two or
three years, and we want to ensure that Cities
Strategy consortia are involved in shaping and
influencing the contracts that we are going to sign on
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Pathways, for example, in their areas, or the
relationship of both private and voluntary sector
Pathways, for example, or Deprived Areas Fund
money. We want to give them the chance to influence
that. Those contracts will be longer than three years,
certainly.

Q465 Justine Greening: But they could be shorter?
Mr Murphy: People would have to make a case for
the contracts being shorter. We see three years as the
norm. We think it is a sensible period that gives folk
the chance to bed in, to develop, to prove their
success, to prepare for the next round of contracting.
However, in exceptional circumstances, if an
organisation or a set of organisations wishes to say,
“For this group of customers we think it would be a
shorter timescale”, then we will listen. One-year
contracts as the norm I think are in the past.

Q466 Justine Greening: You have referred briefly to
the fact that London has two City Strategies being
developed. Obviously, it is a huge city. Why did you
not go the whole hog and have the other parts of
London that will be excluded from these two pilots
included, given that London has one of the highest
unemployment rates in the whole country?
Mr Murphy: I think Hackney has the lowest
employment rate in the whole country. The Cities
Strategy, not exclusively so, is focused on areas
where there is the highest deprivation, the biggest
labour market disadvantage, where incapacity
benefit, lone parent benefit, JSA benefit, in other
words that poverty and benefit dependency, are now
being passed on to two or perhaps three generations,
and I do not think anyone would recognise that as a
whole London problem. It is a problem in important
parts of London. It is specific parts of London. It is
not even a whole Glasgow problem. It is not a whole
Edinburgh problem. It is pockets within those cities.
I know you would not do this but it would be wrong
to label any city as a whole being in this situation,
but because of the sheer scale of this sort of situation
that London is in, the fact that London, like every
other city, does not have one labour market, we have
chosen an east London and a west London
Pathfinder. In east London I think it is the five
Olympic delivery boroughs and the opportunity is
there in west London. It is other boroughs coming
together, but it is an acknowledgement that about
half of London boroughs are in the lowest 50 local
authority employment rates, which is why London
has two, unlike any other city.

Q467 Justine Greening: But do you acknowledge
that there are other parts of London outside of the
Cities Strategy that have just as big a challenge as,
for example, Roehampton in my own constituency?
I think if some of my local constituents had heard
what you have just said about this assumption that
south London or north London have no problems,
as east and west do—it is almost sub-east, west,
north, south. Is it not a consideration for you to have
a City Strategy take place in those parts of town as
well?

Mr Murphy: I think if you were to read the transcript
of what I have said I did not imply, insinuate or seek
to hint that there was no poverty or diYculty in
either north or south London, and I am sure you
would accept that I did not seek to do so. There are
pockets of poverty, deprivation, diYculty, labour
market disadvantage in every city town, village and
possibly a substantial number of streets in this
country. My contention is that these things are being
resolved. My argument is that they are significantly
better, and by international standards and by any
objective analysis they are significantly better, than
a decade ago. On levels of child poverty and levels of
unemployment and levels of general poverty and
levels of the dynamic economy within our cities and
the levels of lone parents on benefit and all the other
issues, my argument is not that everything has been
resolved or that we should be content that we have
gone as far as we can. We have got a lot further to
go but we have made real progress and that is why
we are concentrating on east and west London.
There is a disappointment in other parts of the
country that they have not been included in the
Cities Strategy consortia. I think there were three
times as many bids as where we decided to have
places. In fact, we initially thought that maybe we
would have nine or 10 City Strategy consortia, but
such was the demand and the quality of the bids that
we extended it to 15, so there are many parts of the
country that are disappointed that they did not fall
in the first tranche of Cities Strategy Pathfinders, but
in time and if we get these right we can roll it out in
other parts of the country.

Q468 Justine Greening: Did you look at the roll-out
strategy for Pathways for Work in conjunction with
who was getting Cities Strategies, and again my
frustration when the Welfare Reform Bill went
through was that south London was in the very last
tranche of that level of reform too. Have you tried
to find a balance or have you actually tried the exact
reverse, which is to marry up those sorts of
programmes hand-in-hand?
Mr Murphy: We are trying this elusive phrase
“joined-up government”.

Q469 Justine Greening: You mean like the 80%
aspiration?
Mr Murphy: I mean like no longer leaving people on
the dole when there are alternatives. I mean like no
longer leaving people without a New Deal, no longer
leaving people without Pathways, no longer
allowing the UK to have the highest levels of child
poverty of the industrialised world, no longer having
any of those things that happened under the
previous Government. That is part of being joined
up. Coming back to the more consensual tone, what
we need to get right is the future roll-out of the
Private and Voluntary Sector Pathways to support
those 60% of employment support allowance
customers with the City Strategy consortia.
Probably all the City Strategy consortia will have
significant numbers of people on inactive benefits, so
it is important to get the relationship right between
the contracting process for the Private and
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Voluntary Sector Pathways and the City Strategy
consortia, and I hope as we roll that out across the
country that will be evident to this Committee and
to others.

Q470 John Penrose: You mentioned earlier on that
there was some evidence that you had seen which
showed that in continental Europe the experience
was that cities had better employment rates than
round the countryside, whereas here in Britain it is
the other way round. I am not sure we have had
evidence on that and I am fascinated to see if there
is anything you can provide the Committee with to
illustrate (a) which cities in which countries and
(b) if you have any analysis about why that should
be the case and what they are doing diVerently from
us. That would be very interesting to see.
Mr Murphy: I am happy to do that; no problem.

Q471 Justine Greening: It sounds like you have
focused Cities Strategies where you feel they are
needed most and they are hopefully there to be
helping people who are perhaps furthest away from
the labour market. Do you think that is going to
need more resources in those areas than they have at
the moment to tackle that problem?
Mr Murphy: The truth is there are probably never
enough resources.

Q472 Justine Greening: I am not asking you how
much, just to say more than now.
Mr Murphy: Good try! In terms of the resources that
will be available part of it, and I think the Committee
would recognise this, is trying to break down all the
diVerent silos that exist in local cities. There is
evidence the Committee is probably aware of about
the sheer scale of various public, private and
voluntary sector organisations investing money on
similar groups of people in similar parts of the same
cities for similar purposes at the same time. Where
we, quite rightly, nationally have a degree of angst
and frustration is about the Government not being
joined-up enough, and that is true in many instances,
certainly in the past and in too many areas today,
and at a local level that happens on far too many
occasions as well. In terms of funding, the City
Strategies consortium arrangements are intended to
bring all of the organisations in those city areas
together to say what is it they can contribute at that
time from the money they have discretely sought to
invest in the past in an autonomous way and bring
it together. Whether it is the health service, those
involved in crime and anti-social behaviour work,
whether it is the council, the voluntary sector,
whichever part of that City Strategy consortia, there
is a real appetite as far as we can sense, and certainly
in the expressions of interest and the work that has
gone on thus far and in conversations I have had
with some of the consortia leaders, a real desire for
them to pool their existing resources, which many of
them acknowledge could be spent in a much better
way.

Q473 Justine Greening: It sounds at the moment as if
you do not see this as a scheme that will require more
resources; rather it is a case of getting the existing
resources spent in that area spent more eVectively?
Mr Murphy: I think it can be both. If you were to ask
me where the most will come from, I think most will
come from the local organisations spending what
they already have in a much more coherent way.

Q474 Justine Greening: Just to try and bottom out
your answer, it does sound as if there may be some
City Strategies where there is additional resource
going in.
Mr Murphy: I would get in trouble, I think, if I pre-
empted the announcements that we hope to make in
January about flexibilities in funding. We will
provide the Committee, as soon as we make
those announcements, with full details of the
announcements.

Q475 Justine Greening: Is the fact that some of the
European Social Fund money is now declining
something that you are concerned about? When we
met up with the Centre for Economic and Social
Inclusion that was something that they flagged up to
us as a Committee, that actually at a time when
possibly challenges may require pressure to spend
more the Government may have to invest more just
to merely stand still. Is that something you have
done some work on?
Mr Murphy: We have looked at this and there are
two trends at play here. One is by the nature of the
expansion of Europe there is an actual flow of
resource and investment to the poorer countries, and
that is just an acknowledgement of the UK’s relative
position in terms of some of the accession nations.
Secondly, again in relative terms, we still have
significant challenges but we are in a much stronger
position than almost every other European economy
in terms of the labour market, the flexibility and the
employment rates. Put those two facts alongside one
another and some of the European money will be
invested elsewhere and there is a logic to that. What
it means is that on our own labour market
interventions, our own labour market programmes,
such as Pathways, the lone parent initiatives, the
work-related activity premiums, the in-work credits,
on all of that we will have to see what more we can
do, what further investment and what further
savings. For example, with the New Deal for Lone
Parents I think I am right in saying that is a £1,600 a
year saving to the Exchequer for every success. That
type of sensible investment, investing to save in that
sense, is the way to go to further reduce the number
of people on inactive benefits. Benefit savings, tax
take, that is how you fill any gap in terms of
European funding.

Q476 Justine Greening: Have you assessed how big
the gap is that you have to close because of the
European Social Fund funding being diverted
elsewhere?
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Mr Murphy: I do not think we are in a position to
know the exact details yet so we will do that work
when we know the exact details of the shape of the
European Social Fund.

Q477 Justine Greening: Would it be possible to get
numbers to the Committee at least about how much
you understand we currently receive so that we know
what is at risk?
Mr Murphy: That should not be a problem to give
you details on what the UK currently receives. I am
interested in what you mean by “at risk”.

Q478 Justine Greening: I am following up concerns
that we had flagged up to us by the Centre for
Economic and Social Inclusion who were basically
saying what you have just said, which is that Europe
is in a diVerent position now and we have a diVerent
position within Europe and, therefore, funding that
we may have relied on in the past we cannot
necessarily rely on in the future and at the same time
as looking at the City Strategy and the funding
behind it you have to look at some of the things that
are changing perhaps out of the UK’s control.
Mr Murphy: I am just concerned that we see this in
the context of the fact that we are in a much stronger
labour market position and it is part of an ethos of
the drive towards this 80% employment aim, full
employment, and a diVerent conversation about full
employment than we have had in the past. You will
know, Chairman, the conversation about full
employment in the past has been about employment
rate. This is about employment rate and also a real
reduction in the number of people on inactive
benefits. It is an employment rate aim and also a
determination to do an awful lot more on economic
inactivity. Through time the conversation about full
employment has often only had one part of that
dimension but this is a much more ambitious target
than anything that has gone before.

Q479 Justine Greening: Can you just outline how
long you expect the City Strategy to go on? Our
understanding on the Committee is that it is broadly
going to last for two years. When we have gone to
places like Glasgow they have said that is something
that slightly concerns them because it may mean that
this is a programme that gets reviewed earlier than it
ought to be. If we are talking about long-term
sustainable jobs often that may mean somebody has
to be in work for literally six months, possibly a year,
before there is an assurance that is a sustainable job
and that would mean a longer City Strategy. At the
moment what is the Government’s time line for
looking at whether the City Strategy has worked and
at what stage will you be taking decisions? Will it be
after two years or do you now plan that it could be
longer?
Mr Murphy: We are making an announcement in
January but our view is that if the expressions of
interest and the real desire at local level are then
followed through in a tangible way the City Strategy
is not a scheme, it is not a project, it is not a fad, it is
not a fashion, it is a determined eVort to structurally
devolve the welfare state to a local level. If we can get

these 15, or as many of these 15 as possible, to work
we will learn from the success and if there are failures
we will learn from those as well. It has never been
tried before so we will learn from the good and
maybe occasionally the not so good experiences in
these city consortia, but if we get it right we are not
talking about two years, it is decades, it is a
continuing earned autonomy in the welfare state. 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.

Q480 Justine Greening: You have said it is about
devolving welfare, where will they get to take their
decisions?
Mr Murphy: Those are the two that we are not
interested in. We have said to them, “Other than
that, let’s hear your suggestions”. The way they will
have devolution is in the area where they have
geographic accountability and responsibility or
interest in, because obviously the voluntary sector
does not have accountability for but has an interest
in, equally the private sector does not have
responsibility for and to but an interest in, in all sorts
of diVerent ways, if they were to say, “In our patch
the real problem is ethnic minority unemployment,
ethnic minority inactivity, the relationship between
mental health and economic inactivity amongst
women, if it is former steelworkers”, that is the
vehicle for them to identify what they think are the
problems and for them to come to us with their
solutions and where they think we are getting in the
way of their solutions.

Q481 Justine Greening: We have been to places like
Glasgow where they seem to be, as in many parts of
the country, quite innovative. In my own area we
have got the innovative job schemes to try and help
get people back into work. What is going to be the
diVerence?
Mr Murphy: Glasgow, because of all sorts of
farsighted people, and I am not saying this because
that is where I am from, is at the leading edge of a lot
of this work, to some extent partly through the
leadership of the City Council but partly just
because everyone there can see the problems that
Glasgow has experienced over generations, despite it
being such a fantastic city, can no longer be tolerated
because of the ending of commercial shipyards and
the problems of generational poverty, particularly in
the east of the city, and the rebirth of the city centre
but within a couple of miles real and enduring
generational poverty that has built up over many
years. They have grasped this sooner than many of
us. Not all of us, I am not trying to say that, not least
in Bradford, Chairman, but they did grasp it as a
city, and there is all sorts of conversation as to why,
whether it was because it was the European City of
Culture, whether it was the relationship between
Glasgow and Edinburgh and Edinburgh getting the
Scottish Parliament, whether it was the nature of the



3500382007 Page Type [E] 14-02-07 02:15:14 Pag Table: COENEW PPSysB Unit: PAG2

Ev 118 Work and Pensions Committee: Evidence

18 December 2006 Mr Jim Murphy MP

tourist industry in Scotland, whether it was the
foresight of civic leadership, whether it was the close
working relationship with business, it could be all of
those and many more things. What we need to do is
to get some of the experiences that Glasgow and
others have had and learn from them. Glasgow
would be the first to admit they can learn from
others. I have seen great experiences in Liverpool,
for example, with the Streets Ahead Project which I
spoke about in the Welfare Reform Standing
Committee where they have got a new collaborative
approach in Liverpool where they are breaking
down barriers. The short answer is there is some
great experience across the country, it is pockets of
inspirational work, it has relied on inspirational
individuals and we want to try and make that more
commonplace across these 15 consortia.

Q482 Justine Greening: Just to wrap up—
Mr Murphy: I am sorry I went on so much about
Glasgow but in the same way you are partial to parts
of London I am partial to Glasgow.

Q483 Justine Greening: Absolutely. If I can quickly
go back and get an answer to the question about
when you are going to reassess the City Strategy. Is
it going to be after two years? Is that the notional
time you have got?
Mr Murphy: I think it will be much sooner than that.
We are getting all the consortia together in January
to discuss flexibilities and any additional funding.
The idea is we will bring them together from time to
time getting similar consortia to partner one
another, to learn from one another, cities of a similar
size, similar region, or where the voluntary sector
capacity is similar in diVerent consortia for them to
partner one another. As to what date we will review
it, I suspect we will look at this every month to see
how it is evolving because we are determined to get
it right.

Q484 Justine Greening: Just very briefly, will there
be flexibilities regarding eligibility rules? You have
talked about sanctions and stuV 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.

Q485 Justine Greening: If these City Strategies are
very successful you have said that hopefully if they
work as the Government wants them to they will pay
for themselves because they will mean that people
are in work and paying tax, not out of work and
claiming benefits, with all the benefits it gives to
them at a personal level. Will City Strategy consortia

actually be allowed to recycle those sorts of benefits
savings back into what they are doing so that they
can create possibly a virtuous circle having delivered
on programmes, or at the moment is the plan just
that savings will be savings but they will happen at a
national level? I suspect I could guess your answer.
Mr Murphy: What is it?

Q486 Justine Greening: I am ready to guess it is the
latter.
Mr Murphy: I was going to say a third way
somewhere in-between. You are right in saying if we
are to achieve a full employment aim of 80% and a
real reduction in economic inactivity there will be
significant savings in a way that I do not think has
ever been the case since the start of the modern
welfare state, those sorts of enduring high levels of
unemployment and tolerance of economic inactivity
which have occurred over many years. If we are to
crack that then there will be really significant
savings. As I have said already in response to Anne’s
point about recycling of savings, we have certainly
got an agreement in principle across government to
recycle savings on the Pathways support on
Incapacity Benefit customers and if we make that
work in principle we are keen to try and see if we can
get that to happen in the City Strategy consortia.
That is not an announcement for January, however,
as you will anticipate this will be much longer term.
Quite reasonably, the Treasury—to argue their case
for a moment—hears 10 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 City
Strategy consortia. Part of that is giving the
consortia the chance to influence the private and
voluntary sector contracting process on the next
roll-out of Pathways.

Q487 Justine Greening: A final question from me.
Earlier, you did talk briefly about the fact that the
City Strategy is not in your mind, as Minister,
necessarily a short-term project, it is basically a
forerunner of how you see welfare working going
forward. Do you think it really is appropriate for
rural areas and other areas that are not technically
cities, or do you think you will need to do some
changes to what is understood to be a City Strategy
to make it work in other areas that have perhaps
slightly diVerent challenges and the model might not
quite fit?
Mr Murphy: We received bids from a whole series of
organisations, not all of which were cities and not all
of which were towns or villages either, at least one
organisation tried to have itself declared a City
Strategy consortia. Good luck to them, well done to
them and their creativity. There are two City
Strategy consortia where they are not actually cities
as far as I am aware: Rhyl and the Heads of the
Valleys, both in Wales, one a town and one a group
largely of villages and smaller towns. We will learn
some lessons about poverty and rurality from those
two Pathfinders. It was a deliberate attempt,
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notwithstanding it is called a City Strategy, to make
sure that we did learn some of the other lessons
about the poverty of place in relation to rurality
rather than the poverty of place in relation to the
cities. I will be interested to see what distinct lessons
there will be outside of those other 13 which are
inside our big cities.

Q488 Natascha Engel: I want to lead on from what
Justine was talking about on spreading out the idea
of the City Strategy. I think you will probably be
aware that we have tried to pilot a rural strategy in
northern Derbyshire because the principles of the
City Strategy apply anywhere and the closer
working together. One of the things that have really
come out of this is the role of employers and how do
you engage better with employers. I want to ask you
a series of questions not just about employer
engagement but how is the DWP generally policy-
wise ensuring that employer engagement is the most
critical part of reaching the 80% employment rate
target and generally skewing policy much more
towards demand-led rather than supply-led?
Mr Murphy: The point you make is a fair one in that
much of our labour market, and we spoke about
this, yourself, me and John, on the Welfare Reform
Bill, and much of the Welfare Reform Bill is largely
supply-side labour market intervention. I know that
is a terrible way of phrasing it but in a dry, economic
sense that is what it is, it is about having enough folk
willing—80–90% of IB customers are willing to work
based on the evidence—and ensuring that as many
who are willing to work and for whom work would
be a good thing for them to be able to get into the
labour market with the support of Pathways and the
other legal rights within the Welfare Reform Bill.
That as a piece of legislation and Pathways as a
labour market intervention is a supply-side lever. In
terms of the demand-side, we sit down with
employers and the Department has an advisory
group of employers who are seen as serious players
in terms of employers, and I can provide the
Committee with a list if you wish. They are really
progressive and determined employers, and I am not
going to name them because I could not name them
all today and that would be unfair on the ones that
I missed out. I have visited projects recently, and I
have referred to them elsewhere, where some
household names are doing phenomenal things in
supporting people who are long-term on benefit,
particularly those on long-term Incapacity Benefit,
those with learning disabilities, with fluctuating
mental health conditions. Many employers are
doing enough but not enough, and when I say “not
enough” I include the public sector. There is no
point in us lecturing businesses to do one thing that
we are not willing to do ourselves. Again, there are
excellent experiences in parts of the public sector,
but it is not uniform. That includes local
government, central Government, the Health
Service and some voluntary sector organisations are
doing fantastic things in terms of this agenda but not
all. There is a massive piece of work to be done with
employers in terms of the demand-side programmes.

Leitch referred to this in terms of our planning on
skills. I think it was Leitch who said there are 22,000
separate qualifications in this country.

Q489 John Penrose: 22,500.
Mr Murphy: 22,500. That is not the upper limit, that
is just when they stopped counting. 22,500 separate
qualifications is not a demand-led approach to skills
or qualifications. There are big challenges within
Leitch, big challenges within welfare reform. If we
do not get the demand-side of the labour market
intervention right then our supply-side progressive
welfare policies will not be as productive as we all
wish them to be.

Q490 Natascha Engel: I am a bit concerned about
how we get those employers engaged. There are any
number of very, very good and potentially very large
private sector employers that are really good ones,
but how can you get not just that ethos but the whole
engagement—I think you are absolutely right to
mention the public sector—into the public sector
and also into the harder to reach employers? How
under DWP policy, but also locally Jobcentre Plus
and brokers, do you see that happening? I really
think that unless it is demand-led then you are only
ever going to have that gap between numbers of jobs
that are available that people are not doing and
people who are not doing those jobs on diVerent
benefits because it is topsy-turvy as it is.
Mr Murphy: Part of it is having the legal protection
and the legislation in place, the Disability
Discrimination Act, the disability equality duty in
terms of protection of people both in the private and
public sector in terms of employment rights. Part of
it is societal issues. It is impossible to divorce
employer attitude from societal attitudes. You can
debate which have led to which but in a world where
there is still a degree of misunderstanding or
discrimination against people who have mental
health illnesses, for example, for many employers
who live in the community, certainly some smaller
employers who do not have big human resource
teams, there is a lack of confidence to take what they
see as quite fairly a risk, a smaller employer to take
the risk of taking on someone who has a mental
health illness or learning disability. We have to do
everything possible, not just by framing the laws as
we have done but by challenging perceptions. There
are a number of things employers we have spoken to
have asked for: a greater understanding of the
Disability Discrimination Act because there is a
myth that has grown up around it of, “We can’t do
that because of the Disability Discrimination Act”;
their legal responsibilities as legal employers, “We
can’t do that, our insurance will not cover this”.
They have asked for all this information to be in one
place that people can refer to and the obvious answer
is some sort of portal and that is one of the options
we are looking at. The additional thing I would
mention is they have also said that as a Government
we are faced with a choice of saying you cannot
lecture people “you will do this”, we have put in
place the legal rights and responsibilities and new
legislation but the choice for us is do we think us
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telling businesses “You must do this” is the best way
of doing it or, as we have decided to do, getting
employers who have been proactive in this agenda to
say, “We have done this, we have worked with the
Disability Discrimination Act, it has been important
to us, the DDA, we are glad we have done it, here is
how it has helped our business”, so it is an employer-
led public relations campaign rather than a
Government inspired one. We have opted for an
employer-led approach to this rather a Government-
led one.

Q491 Natascha Engel: On the ground you have got
a situation where you have got brokers in Jobcentre
Plus who are doing the face-to-face engagement with
employers and trying to persuade employers, to
educate them and break down those barriers but we
have had a lot of evidence as a Select Committee that
that is patchy, and that is the key back to what
everyone else has been saying, that some employers
just will not provide the kind of flexibility that
people need when we are looking at the harder to
reach claimants and getting them back into work.
Do you think that is something we should really be
trying to break down and, if so, how can we stop that
from being so patchy? How can we make that much,
much better?
Mr Murphy: Partly by the public sector being an
exemplar, to say, “We are willing to do it, we are
doing it”. In Derbyshire I went to visit the work
going on there in Pathways and there seems to be a
collaborative approach involving certainly private
business—I am not sure of the detail in respect of the
public sector—saying “Look, we are doing it, we are
practising before we preach” or “practising as we
preach”. In the absence of further subsidies, and
there is a subsidy in place through Pathways, the
return to work credit of £40 a week is a subsidy to
ease that transaction back into work, it is about
changing perceptions based on real employers’
experiences of taking someone on. To some extent
there is still discrimination in society and
employment against people with a physical
disability, of course there is. It has changed
dramatically over one generation but it can go
further. My sense is some attitudes on
discrimination of mental health illness or learning
disability are perhaps where attitudes to purely
physical disability were a number of years ago and
the question is are we going to wait as long for a
change in culture, in employment culture and
employment approach to mental health illness and
learning disability as we ended up doing on purely
physical disability. I think none of us would accept
that. It is about what more we can do using these
flagship private sector household names and some
really exceptional smaller companies as well to say,
“Here is how we did it. We will oVer advice to
yourselves”. What we are looking at doing now is at
the start of next year throughout the country getting
employers together using some of this positive
experience and saying, “The Welfare Reform Bill is
coming in 2008, Pathways will be rolled out across
the country, we have got an aim of one million
people over a decade supported oV of Incapacity

Benefit, what is it we can do together? What are your
concerns? What is it we can do better? What is the
role of Jobcentre Plus, what is the role of the private
voluntary sector to ease that transition for people,
both employees and employers, to make a success
of this?”

Q492 Natascha Engel: What I am after goes back to
the point you made about Scotland, and the work
that is going on there is absolutely fantastic but even
there there was real concern by Alan McGregor. His
words were “messy, patchy, random, ad hoc”, and
that is a real issue. Do you think the City Strategy
alone is enough to make sure things like the work of
Jobcentre Plus and brokers and Train to Gain and
all the stuV that is coming out of Leitch is enough to
make sure that patchiness does not exist and you do
get a uniform hit right across the country, or do you
think that it is going to be diVerent in diVerent
places? If so, how do you make sure that it is all at a
very, very high level?
Mr Murphy: Professor McGregor is at Glasgow
University and I think the phrase he used was
“chaotic” or “shambolic”, is that not right? I do not
think his view was shared by others in the city, but
he is entitled to his view. The Wise Group, who
reported on the city, and the City Council who
reported on the city had a diVerent view of it.
Nevertheless, there will be something in what he
says, which is the rationale for the City Strategy. I
come back to the point which is that it is our sense
that too many well-intentioned projects in the same
cities for the same purpose are using public money
to support many of the same people in a way that is
often entirely un-coordinated. The City Strategy is a
chance in those 15 areas to say, “You break out of
your silos, your organisational local silos, and we
will remove what central Government barriers we
can that exist that are reasonable that we can do”.
Will it work? Frankly, I do not think on day one it
will because it is a diVerent way of working. It will
be the same in many, many constituencies across the
country who have always done it this way: “I do not
want to surrender some power, I do not want to
surrender my influence”, there will be an element of
that, but at a senior level in the early formations of
these consortia there is a real determination to get on
and do this. They all acknowledge the weakness and
we have set them the challenge in terms of them
demanding flexibilities of us and in return they have
set a challenge for us, “Do we mean it? Will we
actually deliver these flexibilities?” They have heard
this rhetoric before. They have challenged us as to
whether we mean it this time and will we deliver on
it and we will be judged by that over the next few
months and years.

Q493 John Penrose: Jim, we had Lord Leitch in last
week giving evidence to the Committee and he spent
some time explaining to us how it was vitally
important that the Department for Education and
Skills worked tremendously closely with the DWP
and, in particular, he was talking about the need for
a new adult careers service. Have you given any



3500382007 Page Type [O] 14-02-07 02:15:14 Pag Table: COENEW PPSysB Unit: PAG2

Work and Pensions Committee: Evidence Ev 121

18 December 2006 Mr Jim Murphy MP

thought so far as to how that might work and how
that co-operation between DWP and DfES is going
to happen?
Mr Murphy: I think, John, you would be surprised
if I was to give you the Government’s oYcial
response this evening to the Leitch Review. We are
going to spend some time now in the Budget and
CSR looking at the details of Sandy’s review. It is
generally recognised it is a really substantial piece of
work with enormous challenges but also substantial
cost. I think we can often judge a report and its
weight by the type of media coverage it receives.
Sandy’s report received a limited amount of media
coverage because it was thoughtful and did not rely
on sloganeering or clichés, it is a really substantial
piece of work. I do not think that any future
conversations on skills in this country can ignore the
substantial challenge that Sandy has set out for us.
In terms of the architecture of an adult skills
approach, it is about getting the relationship
between the Learning and Skills Council and at least
Jobcentre Plus and DfES, DWP and possibly some
others, exactly right. I think the weakness in the past
in terms of DWP interventions has been that we have
not had a co-ordinated approach in two ways: one,
on families and, two, on sustained job outcomes. On
families, except in the New Deal for Lone Parents
programme, we treat parents like anyone else. There
is not enough focus on child poverty numbers, and
the child poverty rate, which as we know, is falling
faster than anywhere else, than any other major
industrialised country, and from a very high level
but, not notwithstanding that, Jobcentre Plus has
not been focused enough because we have not
charged it to be so in the past. It has not been focused
enough on the relationship between skills, families
and poverty and that is something when we respond
to Lisa Harker’s review on child poverty we will
make some specific announcements on. The second
area where I think we have been weak in the past is
in in-work interventions. I am sure, John, you have
looked at this yourself in the past and often in the
past Jobcentre Plus, because of the way it is
structured—and it is not a management weakness or
a weakness in personnel, it is the role it has been
given in the past, it is the way its targets have been
framed rather than anything else—it has been about
job entry, coaxing people, supporting people,
advising people to get into work and it has almost
been an approach of “Congratulations, you got into
work. We will see you again when you next claim
benefit”. When seven out of 10 Jobseeker Allowance
customers have made a previous claim in the recent
past, it shows that system does not work. A degree
of repeat customers and repeat claims is inevitable in
any flexible labour market, but seven7 out of 10 does
not feel right and 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, but,
please, identify the challenge for us that we have to
respond to and we will.

Q494 John Penrose: It sounds as though it is going to
be a very significant challenge, because we all know
Jobcentre Plus has been going through some fairly
wrenching changes. Now potentially you are going
to have to have careers advisers co-located in
Jobcentre Plus oYces, or I presume partly co-
located, and you are going to have to have people
who are not just good at dealing with benefit
gateways and then advising people on how to get
closer to the world of work but also are going to have
to learn how to access probably not 22,500 diVerent
vocational qualifications but some smaller number
once that has been simplified. That is a huge
organisational challenge for an organisation that
has gone through a huge upheaval very recently and
is still coping with that.
Mr Murphy: Yes, it is a really substantial challenge
for Jobcentre Plus and all the staV who work in
Jobcentre Plus. You are right, John, to say that they
went through and still are going through it because
the national roll-out of Jobcentre Plus is not yet
complete. You opened the one in Wandsworth, did
you not, Justine, and that was continuing the roll-
out of Jobcentre Plus. I think it is substantially
complete, there is a few more oYces still to be rolled
out, so where this will be located, we have not yet
resolved. Whether it is co-location or co-
responsibility we are having a conversation within
Government. Chairman, if the Committee wishes to
oVer observations on this, of course, we welcome
any advice or observation you wish to make, but it
is work that we have to do. Where it is done, we will
have a conversation about within Government;
where it is located, we will have a conversation
within Government; how we structure the targets,
the incentives and funding, we will have a
conversation within Government and with others,
perhaps the City Strategy Consortia, if there are
local skills issues that they wish to oVer an
observation on. There is one example where I think
we have come close in the past, but we have not gone
as far as Sandy would have envisaged in terms of the
personal advisers that many on the New Deal have
access to. The personal adviser, as you know, takes
responsibility for the person as a whole rather than
just as a labour market intervention. He can oVer
them advice in terms of where else to go in terms of
other aspects of their life and how to get them into
work. We will look and see what we can do to try and
make that work sustained, but even that is not as far
as Sandy has recommended. It is clear that he has
identified a challenge for us and we will respond to
it over the next couple of months. Again, if the
Committee has observations we will be entirely
happy to hear them.

Q495 John Penrose: In terms of the timetable for
that, do you have a timetable for responding to
Leitch and, if you are going to do some of these
things, will you be announcing how fast that roll-out
will happen? When we did an inquiry into
the changes at Jobcentre Plus one of the
recommendations we made was that you were going
too fast and needed to slow down and then there was
a degree of digestion needed before any more
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challenges were taken on, so I think it is going to be
very important from this Committee’s point of view,
and I suspect from the employees’ point of view, to
know what the timetable is and the likely rate of roll-
out of what you are trying to do.
Mr Murphy: We continue to make enormous
demands on Jobcentre Plus, quite rightly, not least
in the context of the Welfare Reform Bill and the
national roll-out of employment and support
allowance—notwithstanding that most of the
Pathways’ roll-out will be in the private and
voluntary sector, John, as you know—the work-
focused interview will still be within Jobcentre Plus’s
responsibility. The challenge that Lisa Harker has
given in terms of child poverty to Jobcentre Plus is
another significant set of challenges. In terms of the
timescale, we would intend to respond in detail in
advance of the CSR, that would be the plan.

Q496 Justine Greening: It is interesting because I did
open the Wandsworth Jobcentre Plus and I was very
pleased to.
Mr Murphy: I was thanking you, I was not
provoking you.

Q497 Justine Greening: No, not at all. It did remind
me of something that literally I came to this meeting
from doing, which is we have quite a big
regeneration project that is being proposed for
Roehampton in my constituency and, ironically, one
of the things I have said in my response to this is that
one of the things I am very keen on is that we do
maybe look at having a temporary Jobcentre around
where the regeneration is. Something like 50% of
children on that estate are from single-parent
families and it could be a brilliant regeneration for
getting some of those really hard to reach groups
back into work. Ironically, at the very time when we
probably needed the Putney Jobcentre possibly to
move closer to them, now that is closed they have to
go further to Wandsworth. Do you think that as part
of the City 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. There is Jobcentre Plus outreach
work in diVerent parts of the country. We heard
about, again, the Welfare Reform Bill, the work
that happens in rural areas particularly, the
opportunities that customers have for home visits if
that is the appropriate thing and, of course, within
resources more of that could always happen. In
terms of the folk you are talking about in Putney, no
MP knows more about another MP’s constituency,
so I do not want to tread on your toes because
obviously it is pretty straightforward to say, “In my
area this is happening”, but, generally speaking, I
would suspect that in that area of Putney the New
Deal For Lone Parents and the legal right to flexible
working have been a help. Of course, there are more

things we can do, but I suspect those sorts of things,
the in-work credit, a substantial investment, and
we are increasing the Work Related Activity
Premium—which is that lone parents do not have to
be in work, they only have to be undertaking work-
related activities in some way looking for work and
they get an extra £20 a week for being closer to the
labour market—those sorts of issues will help lone
parents in Putney, as they would in Glasgow and
elsewhere. I am sure there is more we can do. There
has been a reduction of about a quarter of a million
lone parents on income support over the past
decade, but we could do more. I say “do more”, I do
not mean by making it harder to get on to benefit, I
mean by making it easier to get oV of it, by people
getting a chance to be in work and the availability of
childcare, which is flexible and aVordable, is an
important part of that.

Q498 John Penrose: Jim, you mentioned in your
answer to my first question a point about sustainable
employment and one of the points which I think
both Leitch makes and also we have had evidence
from Alan McGregor on, was that the traditional
13 weeks counting as sustainable employment
probably is not challenging enough and we should
be looking for a longer definition and a more
challenging definition of that. What is your view on
that and how do you think that could be introduced?
Mr Murphy: This, again, would be an issue of
practicality rather than principle. For example, we
could structure contracts on private and voluntary
sector organisations, on Pathways or on other
labour programmes constructed—

Q499 John Penrose: With a small “l”.
Mr Murphy: Yes—in such a way there that
is a diVerent definition of sustainability. The
Department has had the view that 13 weeks is about
the right amount, but you can construct it in
diVerent ways whereby—and we have looked at
this—someone is oV benefit and in work for a
prescribed number of weeks, or prescribed number
of months, within a wider period and at a certain
date, so there is a number of triggers in terms of
sustainability. In a general sense, at the moment 13
weeks is what we centre on, but of course it is an issue
based on the evidence and increasingly we are
demanding more of our private and voluntary sector
contractors and subcontractors. For them, they do
not have a view as long as the rewards and incentives
are put in the right place and 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.

Q500 John Penrose: You were talking earlier on
about the figures which show an awful lot of people
who are eVectively rotating around the system
repeatedly. Does that not indicate that in fact you
have got a problem with employment not being
sustainable and, therefore, that we need to change
these incentives quite significantly, potentially by
extending the definition beyond 13 weeks but also to
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make sure that therefore people who are placing
clients in jobs continue to provide in-work support
as necessary in order to make sure that they are
delivering sustainable employment and getting
rewarded for it?
Mr Murphy: The issue of repeaters makes your point
for you, John, in terms of the contracting and
subcontracting models. In terms of repeaters, I think
the evidence is seven out of 10 over a year. I am not
sure whether you could construct a definition of
sustainability over a year and then incentivise and
also subcontract providers in an eVective way, but it
is part of the review that the Secretary of State
announced today and in the context of repeaters not
just JSA but IB and IS it is one of the things we can
look at. If you, personally, or the Committee,
collectively, wish to oVer observations on it the
Secretary of State and I would be happy to listen.

Q501 John Penrose: One of the other points which
Leitch was making last week was that skills up to
Level 2 are absolutely vital and I think we have all
seen the figures that show people with skills below
that level are hugely likely to suVer from a labour
market disadvantage. However, he was also making
the point that skills at Level 3 and above are also
important not so much because the absence of them
is a disadvantage but also it is a way of creating the
rights skills mix for the country and the economy.
He was struggling a bit and promised to get back to
the Committee on how people over 25 or over 30,
looking to refresh their skills at Level 3 and above
are going to be paid and how they are going to
interface with the benefit system, because at the
moment it is hard for them to get funding for those
courses if they are over the age of 25 or 30. He
undertook to get back to us and he felt that they may
have to end up taking out a loan or getting into debt
in order to deal with that. I wanted to know if you
have got any thoughts on how the interface between
people going into training and the benefit system and
learner accounts is going to work in order to avoid
that sort of potential additional government-created
barrier to retraining and to become work-ready?
Mr Murphy: In terms of how we may remove or
reduce the height of that unintentionally created
barrier I am not sure how Sandy would respond to
it, but the general link between lack of skills at Level
2 or above and employability and sustained
employability is absolutely clear in terms of that in
Sandy’s report. I think contained within there is
40%—I think I am right in saying, John—of lone
parents on income support have no qualifications
whatsoever, with all the impacts that has on child
poverty and unemployment, so there is a challenge
there at that level of skills. In terms of Level 3 and
above and the interface with work and the
opportunity to train well in work, I think the point
Sandy has made, and I am sure it is borne out by the
evidence or else he would not have said it, is that the
most sensible investment is skills while in work—and
I know it is a generalisation but I think it happens to
be true—is a much more cost-eVective and
productive way of shaping the skills support for

employees or potential employees. In terms of Level
3 people, I have not got a specific answer but I will
come back, as Sandy will do.

Q502 John Penrose: In terms of the interface
between people on JSA looking for a job and
potentially being given the chance to take seasonal
work, for example, which we talked about last week,
how are you going to deal with the potential conflict
between the oVer of seasonal work which they have
got to take as part of qualifying for JSA but then also
not being eligible to take the necessary courses in
order to get Level 2 qualification in some basic
employment skill? If it is a toss-up between those two
things, how are you going to deal with that?
Mr Murphy: As you know, John, as part of the
entitlement to JSA you have to be able to take up a
suitable vacancy. In terms of seasonal work, the
challenges of seasonal work would be about, on one
level, managing the transition out of benefit to work
and, if necessary, at the end of seasonal work
managing the transition back and ensuring that
those folk could take up seasonal work and be
aware, for example, that housing benefit can then be
an in-work benefit. Those people on seasonal work
who perhaps come oV IB, which we would like to be
a substantial number of people if that is the right
thing for them to do in terms of their own personal
health, the linking rules will bring them back into the
system where they left it. That is a necessary
transition back into benefits. Our sense—and it is
borne out by the evidence—is that taking seasonal
work can be for many people an eVective way of
getting into the labour market full time not just in a
seasonal sense but the whole year round, so for us
seasonal work is an important, legitimate step in
terms of economic activity generally in the labour
market. In terms of the potential friction between
seasonal work and courses, the JSA, is pretty clear
about people’s responsibility to be actively seeking
and willing to take up reasonable placements. The
question there is can they then access those courses
part-time while being in work and that is one of the
challenges Sandy has set for us as well, I think.

Q503 John Penrose: To take your example there, if
you have somebody who is in low-paid seasonal
work and it is going to finish in three months’ time,
or whatever it is, that means they cannot then
take up a place at their local college to do whatever
Level 2 skills course they were going to take up, and
in the medium term that is going to make it harder
for them to get into the workplace. Would it not be
better to recognise that skill opportunity is equally
valid and perhaps, in terms of sustainable
employment, more valid than seasonal work?
Would it be better to allow that as part of the
eligibility for JSA in some cases?
Mr Murphy: There are rules in terms of the
relationship between vocational education and JSA
entitlement which I will happily share with the
Committee. I cannot remember the exact diVerent
thresholds, and I do not mean the 16 year old, I mean
in terms of the general, prolonged periods in
vocational education, and the relationship between
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that and JSA. I will be happy to provide that for you,
at which point the Committee may wish to oVer
observations. Sandy basically said that the
opportunities to improve your skills in a meaningful
sense are enhanced to a much greater degree if you
do it while in employment. I know in that sense
Sandy is referring to skills relating to the
employment which you are in rather than seasonal
work, such as fruit-picking or Christmas retail. I do
not think anyone in the Committee would seek to
undermine that Christmas retail would give an
opportunity to someone who is long-term
unemployed to get a foot back in the labour market
and the sort of training they would then want
perhaps in retail, but in terms of a pure vocational/
academic course I accept there is a potential friction
in terms of what Sandy has recommended.

Q504 John Penrose: Leitch also suggested that the
Government should review compulsion in terms of
saying it is mandatory for some jobseekers after a
period of worklessness to undertake some courses,
and he also debated I think whether or not to say the
same thing about employers to oVer it. What are
your views on that?
Mr Murphy: On compulsion for employers, I think
Sandy said around 2010 to get involved in a pledge,
building on some of the stuV that has been
happening in Wales by 2010, and he says that is a
natural point at which the Government should
consider looking for an alternative means to get
employers involved. The response we have had from
employers since Sandy has published his report is
they think that is a reasonable demand of employers,
giving them that space to get involved in the pledge
to do it on a voluntary basis and if, collectively, the
employers have not responded in the way that Sandy
would like—and Digby Jones is involved in this
now, as you know—then Sandy’s recommendation
would be for Government to do something on a
statutory basis. In terms of compulsion on
customers, the Secretary of State made comments
about this today and it is part of this review. What
is the right response? There is not an easy answer to
this; what is the right response in a situation where
up to 100,000 people have been on JSA for six out of
the past seven years? With more support, with
understanding the barriers and trying to get a
greater sense of what is stopping those folk taking up
job opportunities that do exist, if we can look at the
experience we have on Pathways and IB where there
is a rights and responsibilities approach, which is
based on supporting people to get closer to the
labour market and gainful work in a way that has
not happened before, and a return to some
additional responsibilities on IB customers. It is a
good thing that there is a cross-party basis in the
House of Commons at the moment and that has
been a strength to the welfare reform proposals. In
terms of JSA customers, what more do we need to do
in the way of personalised tailored support to
support those long-term JSA customers to get closer
to the labour market. Is it a lack of soft skills—
Sandy has referred to this as well in his report of
course—is it an issue of drug or alcohol reliance,

chaotic families, an issue of the challenge of place or
the habit that has been imbued within the second
generation of the family or whatever? Having
understood all of that, what do we do at the point at
which we feel, as a society, we would provide
the maximum amount of personally tailored,
progressive support to each and every individual if
the individual then point-blank refuses to in any way
become involved in the system, and that is a question
which we have left open today. Is it about benefit
sanctions or about other alternatives? That is
something which, as part of this review, we are
looking at and, again, we would welcome and expect
the Committee, Chairman, to oVer observations
about that. It is an infinite and progressive approach
to welfare, that tailored support and return
approach; “a something for something approach” is
the way the Secretary of State has described it.

Q505 John Penrose: Is that a yes, you do think it is?
Mr Murphy: It is a yes, but we want to see how we get
that right because we do not want to sanction people
who, for legitimate reasons, are on long-term JSA;
we just do not want to be in that place, people on
long-term JSA for no reason other than they do not
want to work. I do not want to draw you in on this,
John, but the Labour Party has long-term
campaigned for the right to work. It was never a
founding principle of the Labour Party for the right
not to work without good reason for long periods.
Sorry, you have your own view on it, John, but that
is the view we have.
John Penrose: Understood. Thank you.
Chairman: If I may play devil’s advocate though,
frankly, some parts of Jobcentre Plus have failed
these claimants who we are talking about, and there
could be a case for sanctions against the Department
as well as sanctions against the individual, the
revolving door of sending people through New Deal
three of four times because that is easier. I will let
you ponder on that and I will bring in Harry Cohen.

Q506 Harry Cohen: I will change the subject. I want
to raise the ethnic minorities employment issues. The
employment rate for the working age population has
hovered around 75%; for ethnic minorities it is about
60%, so there is a big gap there. The Equal
Opportunities Commission published its Moving on
Up report in September about women from
Bangladeshi, Pakistani and black Caribbean
communities where there are big unemployment
levels, higher than average, and a lot of under-
employment, including women with degrees. The
Centre for Economic and Social Inclusion said the
ethnic minority and employment rate is going up but
slowly and erratically, and they pitched way on into
the future before you got anywhere approaching the
65% by 2016. They then went to on to say there
need to be “more radical proposals to tackle
discrimination and employment support for ethnic
minorities”. Do you agree with that?
Mr Murphy: 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
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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. I am sure, Harry, you would
recognise that the DWP does not own all the levers
on this, it is diYcult to ascertain the degree to which
some of it is down to old-fashioned discrimination.
You can conjecture to what extent that is. There is
also the inbuilt disadvantage that happens in many
families before they get anywhere near the labour
market in terms of academic performance, the
family structure, the culture of the family and
everything else and the sometimes barrier of
language. Do we have to do more? Yes, that is the
case on all the things that we are talking about
today. We have made progress, as I say, it looked
like a century trajectory to now 30 years. The DWP’s
most eVective intervention at the moment, however,
would be public procurement. I chair the Ethnic
Minority Employment Task Force across
Government. Despite all the great work that has
gone on through that Task Force, in the past my
sense was it has concentrated on too many things
and, as a consequence, maybe it has not achieved as
much as it could do. Where we are trying to get the
Ethnic Minority Employment Task Force to focus
on is public procurement as a policy, as a driver, not
in a quota sense but in a monitoring sense, that 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. There is evidence from the States, which the
Committee will be aware of, and I think there is
some evidence from Northern Ireland in terms of the
reconciliation and the of employment opportunities
for Roman Catholics in the face of decades of
discrimination there, that there is a genuine
expectation that procurement can be an eVective
lever on these inequalities. Half of the UK’s black
minority ethnic community lives in London, so the
Olympics and the Paralympics can be an enormous
driver on this, and then the City Strategy where most
of the 15 City Strategy consortia have significant
ethnic minority employment gaps and ethnic
minority populations, so, Harry, more can be done
and I hope, through those, we do achieve it.

Q507 Harry Cohen: I am not sure I heard you right,
but in this public procurement I thought you talked
about it being more of a monitoring role than
quotas. Why have you set your face against quotas?
You could take more direct action in public
procurement, if that is what you are saying. Surely,
you could do more than just monitoring public
procurement?
Mr Murphy: It is, Harry. The first attempt at this is
aimed at saying to contractors and subcontractors
that we are looking at the make-up of their
workforce when they procure from us. In time, if
that does not have the desired and anticipated
outcome then, of course, we could look much
further, but at the moment on some of the evidence
internationally certainly our understanding is that

monitoring and saying we think it is important, has
an impact on the behaviour of those who procure
from Government and that is the road we wish to go
down, Harry, at the moment.

Q508 Harry Cohen: We will come on in a minute to
the DWP, you said it must do more and how that
could happen. First of all, I want to raise with you
about employers because when we had Cay Stratton
from the National Employment Panel, which was set
up as a result of an earlier Budget, I think the 2006
Budget, she said it is undertaking work to tackle
employer discrimination. She put the straight
employer discrimination, as a rough guesstimate I
think on her part, at about 30% of that 15% gap,
which still accounts for a heck of a lot of people out
of work directly from employer discrimination. Do
you think that makes a case for tougher anti-
discrimination laws? Again, we have got a duty in
the public sector to be anti-discriminatory and to
report on that. Is there not a case for that to be in the
private sector as well?
Mr Murphy: I think it would be a mistake, Harry, if
we were to say, and I know you are not saying this,
“Public sector good; private sector bad” on this. I
know you are not saying that directly, you did not
even imply that, but 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. Having permanent secretaries
in central government who are from a black
minority ethnic background does not change the
figures substantially one way or another, but it
changes the tone and perhaps creates role models
that others can aspire or relate to, so there is a
challenge for both the private and the public sector.
In terms of tougher legislation, we have got a series
of legal protections in terms of anti-discriminatory
laws in the country, but we are back to some extent
to the fact, Harry, that 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. Government has an enormous
procurement programme and we think that is our
only eVective way of doing it. There is already anti-
discriminatory protection generally in society in
terms of race, but we are looking to see whether we
can try and do that in a much more positive way. If
Cay has oVered you that figure I am not going to
disagree with it today. She has been working on it
very closely.

Q509 Harry Cohen: Let me come back then rightly
to a place where you told us you were placing the
emphasis on public procurement. Could I explore in
a little bit more detail the DWP’s strategy, because
we were told by the Commission for Racial Equality
that a lot of piloted initiatives to try and increase the
employment rate of ethnic minorities were set up
and then soon abandoned and also that some of the
programmes, which were a little while ago especially
focused on ethnic minorities and their employment
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in a way, again, are gone or at least have been
absorbed. One example is the Ethnic Minority
Outreach which was absorbed into the Deprived
Areas Fund and we were worried that the specific
focus on ethnic minorities might be lost as a result of
that. What is your strategy beyond the public
procurement in these sorts of things? Have you
moved away from the specific focus?
Mr Murphy: I think, Harry, one of the things about
pilots, and it is a frustration when you are out in this
Department, is how many pilots have we got on. I
guess when I looked at it again part of that is a
frustration, because sometimes it can take three or
five years or more sometimes from an idea, once it is
through its pilot process, to its evaluation process
and then a national roll-out. One of the reasons why
the New Deal—and Pathways in particular—has
been successful is we have piloted it and looked at
ways of getting it right, tweaking the design and
delivery and it has been a similar experience in terms
of ethnic minority employment initiatives. The sense
is that we have tried diVerent things, it has made a
contribution but not enough of a contribution, so
what we are looking to do now in terms of the Ethnic
Minority Outreach work is to capture that within the
Deprived Areas Fund, which I think focuses on over
1,000 of the most deprived wards across the country
of which around 300 have substantial ethnic
minority populations. In terms of our major
investment, it would be through there in terms of the
Deprived Areas Fund. It is another generalisation,
but in terms of the poverty rates amongst many
ethnic minority families in the Deprived Areas
Fund’s catchment, between one in three and one in
four wards have substantial ethnic minority
employment problems.

Q510 Harry Cohen: Would that pick up or utilise
local knowledge, local flexibility and how you use
that particular fund? I know, for example, the Ethnic
Minority Flexible Fund, which came in in April
2004, was meant to do just that. Again, the CRE
were concerned that it was not easily accessible and
they wanted a lesson learned, exercise from it. One of
the key points was local flexibility and I would have
thought if the Deprived Areas Fund is going to
concentrate on 1,000 wards, whether or not there is
ethnic minority unemployment in the 300-odd it
needs that local flexibility. Will it have that?
Mr Murphy: Harry, I think you are quite right to
judge us on our actions rather than on what I say
today, so we will announce in January the City
Strategy Consortia and the flexibilities they get and
a sizeable number of these wards will be in the City
Strategy Consortia particularly in London,
Manchester, Birmingham, Liverpool, parts of
Glasgow and so that is a flexibility designed by local
consortia. We have an approach on the City
Strategy Consortia which is it is for them to identify
their solutions, with one exception and the exception
is child poverty. “We expect a child poverty outcome
from what you do. Other than that you design your
own solutions”, so, Harry, it is inconceivable in these
big cities that they do not have an ethnic minority
outcome as part of their core challenge.

Q511 Harry Cohen: That is welcome. You
mentioned the Olympics. I am always keen on it
because it is my constituency is one of the five
boroughs. In this context of public procurement,
you are right, that could be a very useful role in
getting not just local labour but ethnic minorities in
those particular boroughs in jobs for that period and
with skills. I am concerned about what you have said
really. Notwithstanding that the monitoring role can
have an eVect overall, if you just monitor the time
when those people need to be employed for the
Olympics will have come and gone, so will the DWP
be liaising with the Minister for Culture and the
Olympic Delivery Authority, to make sure they get
those local ethnic minority populations into jobs
and into skills?
Mr Murphy: Next week at the Ethnic Minority
Employment Task Force, Harry, which I chair but
has ministers from across Government, to our next
meeting we have invited the Olympic Delivery
Authority and Dick Caborn to make a presentation
and then we will have a frank conversation about the
role of Olympic procurement as part of this, so we
are ahead of you a little on that one.

Q512 Harry Cohen: Good, that is very welcome. One
last point, it is more general than ethnic minorities
but one of my colleagues, Natascha, here, was telling
me about an expert she had spoken to who had said
the labour market in years to come, projecting out
into the future, 80% will be ethnic minorities,
disabled people, women, over 55s; not the white
male of ordinary working age, that will be about
20%. I do not know if those figures are right, but that
is what she tells me she was told, yet our employment
strategies are aimed mainly at the 20% white male of
working age. We are projecting into the future, but
do you acknowledge that over time DWP support
and policies have to change and focus more on the
other groups?
Mr Murphy: I think, Harry, you are right in terms of
the general point which is the DWP has to be as fleet
of foot as possible in terms of being in an ever-
changing labour market. Obviously, the figures are
yours rather than mine so I am not going to stand by
on figures and say one in five of the labour force will
be white men in the future, I have no idea what that
says. An example of that, and everyone
acknowledges this, is that a generation ago it was
accepted wisdom that the worst thing for someone
with a mental health illness, or for someone with a
learning disability, would be work. I think back to
my parents’ generation and the way it was. If
someone had a mental health illness, what they need
is rest and recuperation; learning disability what
they needed was this. For some, of course, that is still
the case but society’s attitude has changed to mental
health illness and to learning disability, not enough,
but it is changing and the welfare state has finally
caught up with that. Of course, we would all rather
the welfare state pre-empted those changes in
societal attitudes but, in general, I think the point
you make is right, that our labour market
interventions have got to at least be in tune with the
changes if not anticipate them. Leitch and others
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have given us an insight into the labour market of
the future where they have said that the two big
growth areas will be in management in higher skilled
jobs and then at the low end of the skills range
personal services in an increasingly relatively
prosperous financial position but relatively poor in
terms of time. It will be those types of personal
services and all related to the changing nature of
people’s world of work. Those are the two big
growth areas that I think have been identified.

Q513 Chairman: I want to try and get some quick
questions in on lone parents. Lone parent families
argue that the research is at best inconclusive on the
eVectiveness of work-focused interviews and yet
these are programmed to extend and tighten up on
that. In reality, is it not the case that to achieve the
70% target of lone parents who work, if we could do
better on retention rates to get a job, we get to the
70% on that?
Mr Murphy: I think this is something that Lisa
Harker commented on, that if we were just to get
retention rates of lone parents to a similar level to
others in the labour market, we would be very close
to if not at target. She set a challenge there, and I feel
reticent to say this, but we are going to respond to
Lisa’s report in the New Year as to how we think we
can get to the challenge that Lisa set us. The
Committee knows there has been growth in the lone
parent employment rate and numbers, about
300,000 over the past decade, but it does not get us
to where we want to be. We are at 56 or so%,
currently we want to get to 70% by 2010. Work-
focused interviews will not get us there by
themselves. As part of a package they can play an
important role. For example, what is the right mix of
conditionality for lone parents? What is the right
mix of rights and responsibilities? If we have a
situation by 2010 that there is a commitment to
universal childcare for three to 14 year olds, in that
context what is the right demand and conditionality
for lone parents? We have possibly the most liberal
approach to conditionality of lone parents of any
major economy. In return for the greater availability
of childcare, the personal support, the in-work
credits, what is the additional demand? Again, it will
not all be achieved by the increased conditionality
either.

Q514 Chairman: I think in terms of that, if the oVer
was good enough you would not need compulsion.
Mr Murphy: There is an argument for that there but
there is no evidence of that. There is no argument
that would get us to 70%.

Q515 Chairman: At the same time, just sticking with
retention, large numbers of lone parents are going to
meet it and when you get companies the size of Tesco
and Asda with a 22% turnover, not necessarily lone
parents, it may be the case that somebody
somewhere in Government needs to be talking to
these companies about “Why do you have such a
turnover?” and what is the opportunity cost to the
companies of having that. I was in Tesco a few
months ago and they reckon it was something like

£80 million a year recruitment costs which just seems
stupid. We heard, I think it was from Lisa Harker,
that the Department has got initial findings from
the Employment Retention and Advancement
Demonstration, what a horrible phrase, I do not
know about it, and it is encouraging. When do you
expect to be able to publish the findings from this?
Mr Murphy: We will publish the findings of the
Advancement and Retention panel—but I will get
the exact date—in the spring of next year.

Q516 Chairman: Is it your understanding that the
initial findings are favourable?
Mr Murphy: Yes.

Q517 Chairman: That is quite new for you. Finally,
we have heard lots of evidence from diVerent
organisations when we went to Glasgow and when
we went to Derby on the Pathways to Work, that
one of the key factors for lone parents is that point
of change, moving from the security, admittedly of a
low income but absolute security of knowing that
you have got your income support, your rent and
your council tax is paid and you have free school
meals to this world of work where it is a month’s wait
for everything else and there is that uncertainty. Do
you think there is room in the system for more
flexibility, particularly around the run-on of
benefits? I think we were all interested in New
Zealand where once you got a job, they were very
relaxed about what they paid you out of the benefit
system to get you through that initial stage.
Mr Murphy: You are right in terms of lone parents,
it is also the case in terms of incapacity benefit
customers, that it is a low level of income, but the
one thing it has is stability, “This is what you are on
and if your circumstances do not change, this is what
you are on”. I think the evidence shows that people
are frustrated by the level of benefits paid out but
they value the fact that there is absolute stability and
some are worried about in terms of the world
of work they would lose that stability. In terms of
benefit run-ons, I have not had the experience of
having been in New Zealand yet but one of the
things we could look at was the role of housing
benefit run-ons. One of the things that we are doing
in advance of people going into work is pre-work
childcare. It might not sound that ambitious but the
idea is that where mum is going into work, the child
gets up to five working days the week before the
mum goes into work of childcare allowance so that
the child is settled and the parent is reassured that
the childcare is suitable so that on day one the
mum—of course “mum” is the wrong word—the
lone parent—10% are dads—would think “This is
the sixth day for my child in this childcare” rather
than day one and that reduces some of the concern
in terms of the uncertainty. The role of housing
benefit and other run-ons is part of the conversation
and it is IB/ESA future support.

Q518 Michael Jabez Foster: Can I first of all
apologise to Jim that I missed the beginning of your
presentation but I would like to talk a little about a
majority group or a fast-growing majority group,
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not a minority group, not just in this place but in the
nation as a whole, the over-50s. The Department
seems to suggest that a million extra over-50s in the
labour market is somehow ambitious. I put to you
that is not very ambitious at all, that is going to
happen anyway. Why are you so unambitious about
the employment of the over-50s?
Mr Murphy: I can start again if you want with the
whole thing, but I think it would be just you and me,
or maybe just me here, or maybe just you at the end
of it. On the million extra over-50s, coming here
today would be a choice of approach and basically I
want to make absolutely clear to the Committee that
we have looked at all the demographics and
everything else in relation to this, labour market
interventions and trends, and what I want to make
clear today is that what we are talking about is our
aim is not a million more, it is a million on top of
demographics.

Q519 Michael Jabez Foster: Sorry.
Mr Murphy: I do not think we have been clear
enough about this in the past, so I want to make it
clear that there it is a million on top of demographics
so demographics will not get us there. I want to make
it clear in terms of our ambition, it is a million on top
of that.

Q520 Michael Jabez Foster: That is very much more
ambitious and I apologise, I missed that explanation
at the beginning.
Mr Murphy: Why are you being so ambitious!

Q521 Michael Jabez Foster: Why, in fact, do you not
have a time limit to it then? As I understand it, there
is no time limit as to when you will achieve that
additional million in spite of the amount of ambition
that you have.
Mr Murphy: You are right, as yet we have not
attached a time frame to it. Demographics might get
us the first million by 2020 or 2030, but there are
other drivers of this million, for example, state
pension age, the impact of age discrimination
legislation, the impact of migration even though the
vast majority of migrants have caused a much
younger age profile, the impact of Pathways and the
IB reform and how much of that are we successful
on. You are right Michael, we have not set a time
frame for achieving this additional million on top of
demographics. In the last year the number of over-
50s in the labour market increased by 200,000, the
majority of that is because of labour market rather
than demographics. It is whether that success can be
maintained, that is a real challenge for us.

Q522 Michael Jabez Foster: You mentioned in
particular the anti-age discrimination legislation
which is now in eVect. How confident are you that is
going to make a significant diVerence, given the fact
that the Government appears still to be moving the
age up to 65 normal retirement age would appear,
subject to judicial review, to be what we are going
to have.

Mr Murphy: There is a legitimate conversation in
question about to what extent has the recent really
remarkable growth in employment for the over-50s
been because of labour shortages or to what extent
has it been companies changing their procedures in
anticipation of the age discrimination legislation.
We can have a legitimate debate as to what weight
we attach to those and other factors but it has
undoubtedly played a part and will continue to do
so. In terms of the relationship between that and
the state pension age by 2020, we do think we have
got the right legal protection in place but if it is not
working we can revisit it.
Michael Jabez Foster: We went to New Zealand,
but I should not tell you about that.

Q523 Natascha Engel: I did not go.
Mr Murphy: Did you not go? You are the only one
who had a reason for not sending me a postcard.

Q524 Michael Jabez Foster: What we did find,
which I thought was remarkable, I guess it was not
simply the ageing of the sun, was there were
employees in all the adverts for DWP, or the
equivalent, quite aged people still working, still
being presented as active and able at the front of
oYce which does not happen in our society. In part,
because your message that 65 is old enough, is that
not a problem if you persist in that sort of
proposition?
Mr Murphy: I do not know because I think there
is just over a million people in work over state
pension age currently in the UK and there is a
wider issue there about—which is a much wider
conversation—the fashion and fixation with youth
that much of this country has, perhaps it is not the
same in New Zealand I do not know. I have not
had the chance to go there, Natascha and I were
too busy on the Welfare Reform Bill working hard,
as you were! I am not aware of any other
observations or criticisms that DWP’s publicity
eVort has not focused enough on the range of age
profile in the labour market. If you think we have
got it wrong in specific areas, then we are willing
to hear it. New Deal 50 Plus was clear in terms of
the sort of ambitions there but if there are specifics
that you and the Committee feel that we have not
got exactly right in terms of our publicity and the
tone or the content or the imagery of our publicity
then we would be happy to hear from you.

Q525 Michael Jabez Foster: With the programmes
like Pathways and City Strategy the publicity
materials show young thrusting people, but do you
think that the programmes themselves are too
focused on the minorities rather than the majority?
Mr Murphy: Cities Strategy will obviously do
publicity in January and beyond but in terms of
Pathways, the evidence of Pathways if there are
weaknesses in that publicity then I am happy to
hear. The independent evidence from Pathways is
it has been more successful in supporting those over
45. That was not a design feature, the truth is that
we did not design it with that expected outcome.
We would hope for it but the over 45s have the
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highest outcomes in terms of Pathways. Whether
we can be even more successful if we get our
publicity right, if there is a weakness in publicity I
am happy to listen but it is clear a massive element
of growth in the labour market, if we are going to
get our 80% employment rate or ratio I will not go
through that again because we did at the start—

then the support for the over-50s going into the
labour market is absolutely essential and keeping
them in the labour market is essential.
Chairman: Jim, that is the end of the formal session.
We would like to pursue things arising out of the
Secretary of State’s statement this morning but we
will do that in writing. Thank you very much for
the presentation.
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Written evidence

Memorandum submitted by SAGA

Summary

Saga’s initiative to provide a bespoke employment service for the over 50s has been thwarted by the
interpretation of Government advice on recently legislated Age Equality Regulations. Saga fears a negative
impact not only on its business, but on a variety of other enterprises seeking to target this market and help
the over-50s back into work. If this perversity is not corrected, then the Government’s aim of returning one
million older workers to the labour market will be undermined by its own legislation.

Background

1.1 The Work and Pensions Select Committee is holding an inquiry into how the Government will reach
its aim of achieving an employment rate of 80%, and will examine more specifically initiatives aimed at
returning a higher proportion of those aged 50! to the workforce. Since the Saga Group’s target market is
precisely those aged 50!, and since we have built a very successful British business serving some two million
customers in this age range, we feel we are well-placed to comment.

1.2 The Saga Group dates from the 1950s when the late Sidney De Haan identified three critical factors
for the company’s future success which still underpin our operations today. These involve concentrating
exclusively on older customers, marketing to them direct and oVering value-for-money. Considerable eVort
has gone into building and maintaining a robust and highly popular brand based on trust, quality,
dependability and value for older people. We remain focused on understanding and designing bespoke
services to meet the changing needs and demands of our target market of people aged 50 and over in the
UK, a demographic group forecast to grow from 20 million to 25 million people by 2015.

Saga Initiative to Help 50!s Back to Work Thwarted

2.1 Saga attributes its success to concentrating on meeting the needs of the often-overlooked older citizen.
Saga’s activities include the provision of holidays and cruises, insurance and financial services, radio stations
and Saga Magazine. Through its focus on serving older people, Saga has broken down prejudices against
the over 50s, and delivered improved services and better value by specialising in this market.

2.2 In recent years features in Saga Magazine that dealt with returning to work, or changing the type or
intensity of work provoked enormous interest amongst our readership. Coincidentally, we noticed an
increasing interest from employers such as B&Q, Sainsbury’s etc in recruiting staV from older age groups.
It seemed that some employers were valuing the maturity, experience and dependability of older workers—
a healthy development. It was also clear that many older people wished to remain in work or get back to
work (a survey carried out earlier this year by the Liverpool Victoria Friendly Society reported that 73% of
people aged 55–64 were considering working after the age of 65, either for economic reasons or for reasons
of personal fulfilment). Given these factors, and considering the strength of the Saga brand and the number
of customers, readers and radio listeners with whom we regularly communicate, it seemed that there was a
market opportunity for Saga to act an intermediary, connecting the many people aged 50! wishing to find
employment, and the potential employers seeking such labour.

2.3 We spent considerable time in researching and refining a business plan to provide just such a service,
working in partnership with a leading employment agency specialist. Having reached the point of
completing contracts with our partner, and being about to launch the service, we began to get feedback from
potential employers that they would be unable to use a specialist recruitment service targeting over 50s.
Their point was that, by using a Saga service to recruit workers they potentially laid themselves open to
complaint that their recruitment practices were discriminating on the grounds of age, against people aged
under 50. They feared that the existence of the legislation could lead to a rash of complaints by disgruntled
unsuccessful job applicants, and pointed out that the new legislation was able to levy unlimited fines in the
case of substantiated complaints. In the face of this substantial obstacle, our planned launch collapsed.

2.4 Recently, we have been concerned that advice is being given to employers not to use media outlets
such as Saga Magazine and our Saga radio stations for recruitment advertising. We had specific feedback
that Mansfield Chamber of Trade was advising that it would be dangerous to advertise employment
vacancies in age-related publications such as the Saga Magazine. They in turn quoted advice to this eVect
given by ACAS at a seminar. Indeed, upon examining the ACAS website, we find specific advice on what
they would regard as illegal discrimination: “An advertisement placed only in a magazine aimed at young
people may indirectly discriminate against older people because they are less likely to subscribe to the
magazine and therefore less likely to find out about the vacancy and apply”. The obverse of this example
is, of course, an advertisement placed only in a magazine aimed at older people—such as Saga Magazine,
for instance.
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A Wider Threat to Employment Services Aimed at 50!?

3.1 As part of its campaign to assist the over 50s back into the workforce, the DWP has a website entitled
“Age Positive”. It contains helpful weblinks to organizations in the business of marketing their recruitment
services to the upper age ranges for employers who value rather than discriminate against the experience
and maturity of older workers. The list includes:

40 Plus

50plus Organisation

Advantage Age

aged2excel

Aylesbury Careers Springboard

Careers Partnership

CentureNET

Dinosaurs Unlimited

Encore Recruitment

Executives Recycled

Fifty On

Greymatter Human Resourcing

Jigsaw Recruitment Solutions

Jobcentre Plus

Jobseeker Direct

Kings Hill Recruitment

Know-HowWorks (Thames Valley)

Linda Taylor Associates

Mature Opportunities

Maturity Works

New Deal

New Deal 50 Plus

NHS Careers

PosAbility

Prime 50 Plus Recruitment

Principal People

Still Useful Group

TFPL

The Job Portal

Wise Owls

Women Returners

Worktrain

3.2 The “Age Positive” website also contains guidance on relevant legislation, The Age Equality
(Employment) Regulations 2006, which come into force on 1 October 2006. The site quotes ACAS guidance
(“Age and the Workforce”—2006): “It will be unlawful on grounds of age to decide not to employ someone
. . . A job applicant can make a claim to an employment tribunal, it is not necessary for them to have been
employed by the organisation to make a claim of discrimination”. Amongst FAQs the same publication
features:

“Q. Am I responsible for what an employment agency does?

A. Yes. If you use a recruitment agency you need to be sure the agency acts appropriately.”

“Age Positive” also gives guidance on ageist language: “Ensure ageist language is not used in
adverts. Phrases like . . . “bright young thing”, “mature” are discriminatory.
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3.3 Even a cursory examination of some of the weblinks from “Age Positive” to the recruitment
organisations throw up some interesting examples of marketing phrases that ACAS would presumably
judge discriminatory:

“40! is an agency specialising in the placement of the more mature applicants”

“50plus People provides a route to the workplace for mature personnel”

“Dinosaurs Unlimited was established in April 2001 in order to help combat ageism in today’s
workplace and provide small to medium sized businesses with the wealth of experience and
knowledge that a mature professional executive has accumulated over the years”

“Fifty On aims to be: THE preferred marketplace for jobs and career opportunities for job seekers
over or nearing 50, and for employers who recognise the value of experience”

“Wrinklies DIRECT—where age is the benefit”

3.4 Apparently well-meaning legislation designed to correct historical bias against employment of the
over 50s has destroyed our ability to oVer a bespoke employment service to the over 50s, depressed
advertising revenue for our magazine and may threaten to undermine employment services targeted at the
older age groups, and risk unlimited fines on those employers that seek to make use of their services and
benefit from the experience and maturity that this underemployed age group has to oVer.

3.5. We understand that the Government’s aim to encourage one million older workers back into the
employment market is a prerequisite for the calculations that underpin the planning for the future of
pensions under the Turner provisions.1 This laudable aim will be much to the benefit of older people and
the national economy. But, it is also a very challenging objective, which will depend on the continuance of
targeted Government initiatives, and the active support and contribution of the private sector.
Unfortunately, legislation designed to combat discrimination, thereby breaking down one barrier to the
employment of older people, has had the unintended consequence of eVectively outlawing a range of
potential activities designed to help them. Older people have been conditioned to expect most employment
doors to be closed to them. In order to change this perception it is necessary for opportunities to be
specifically targeted to them through specialist marketing and advertising. However, employers following
the advice of ACAS will avoid any such initiatives. It would appear that the implementation of one set of
Government policies—anti-discrimination—is acting directly against another—extending opportunities for
older workers. The perverse consequence of this is that the Government’s aim of returning one million older
workers to the labour market, upon which the whole future of the pension system rests, will be undermined
by the Government’s own legislation. Government should address this anomaly by revising the Age
Equality legislation or radically altering the guidance given on it through its own agencies.

September 2006

Memorandum submitted by the Manchester Ex-Cell Programme

1. Background

1.1 67% of prisoners are unemployed at the point of imprisonment

70% of those leaving prison do not have a job to go to

40% of those serving community sentences are unemployed

100,000 plus people per year leave prison and flow onto benefits.

1.2 Gaining a job reduces reoVending by between a third and a half

£11 billion per year is the cost of recorded crime by ex-oVenders

£65,000 is the cost of reconvicting one ex-oVender

£37,500 per year is the cost of one prison place

£9,500 per 50 weeks was the total cost for one participant in the DWP Step Up Programme Pilots.

1.3 Ex-OVenders are therefore one of the groups most at a disadvantage in the labour market and as such,
moving ex-oVenders into employment is critical to achieving the aim of increasing the employment rate to
80% as well as also reducing re-oVending.

1 Lord Hunt of Kings Heath (PUSS,DWP): “The question of aVordability cannot be ignored if we are talking about consensus
and stability. The commission proposed an increase in the state pension age from 2020, to oVset the increasing numbers in
retirement and to pay for an enhanced state pension. Certainly, given the dramatic increases in longevity over the past two
generations, a gradual increase in state pension age, linked with improvements in state pension level, looks like the right way
forward. However . . . we have to be mindful that state pension age and actual retirement age can often be separate things.
At present, almost three-fifths of 64 year-old men are no longer economically active, so an increase in the state pension age
alone may not deal with the core problem of working lives ending too soon. I would link that back to our wider welfare reform
proposals. The aim, to get 1 million more older people back into work, will be critical not just to the issue of pensions but to
this nation’s future prosperity. That is where the age discrimination legislation is so important,” (Hansard 4.5.06, col. 619).
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1.4 This Memorandum examines the experience of Manchester Aspire Ltd—the largest Step Up
employer in the South Manchester Step Up Pilot Area—in using the Step Up Programme to successfully
place ex-oVenders into mainstream employment.

1.5 The Memorandum then goes on to describe the experience of “The Manchester Ex-Cell
Programme”—a voluntary sector and local authority-led development of the Step Up pilot—in moving ex-
oVenders into employment and makes recommendations as to future use of the “Step Up Model” in
successfully moving ex oVenders into employment, as well as other groups most at a disadvantage in the
labour market eg people with disabilities (particularly mental health problems) and in this way contributing
to achieving the aim of increasing the employment rate to 80%.

2. Step Up Pilot

2.1 The Step Up pilot was not designed specifically to help ex-oVenders into employment. However, it
was made available to those groups sharing similar objective and subjective barriers to employment as ex-
oVenders and in the experience of Manchester Aspire Ltd—the largest Step Up employer in the South
Manchester Step Up pilot area—exactly 50% of Step Up employees had a criminal record which they
themselves perceived as being a significant barrier to them gaining sustainable mainstream employment (see
section 4 below).

2.2 The Step Up pilot provided a guaranteed job and support for up to 50 weeks. It was made available
to those in the 20 pilot areas who remained unemployed for six months after completing their New Deal
Option or Intensive Activity Period on New Deal 25 Plus (ND25!)

2.3 Step Up was designed to provide answers to the following policy questions:

— Would an alternative be more eVective than a repeat spell on New Deal?

— If returners to New Deal are “hard to help”, would Step Up be more eVective at helping this group?

— Would the extent of labour market detachment require an extended period of assistance in a
transitional job?

— Would Step Up be more eVective at changing employer perceptions and improve access to jobs?

2.4 An independent Managing Agent sourced jobs from employers in the private, public or voluntary
sectors, and Jobcentre Plus placed participants into the jobs. Employers were paid a wage subsidy for 50
weeks of at least the minimum wage and a fee to reflect their additional costs. The subsidised job was of 33
hours a week, less than normal full-time work, to enable jobsearch within a normal working week. Support
to participants was provided through a Jobcentre Plus Personal adviser, a Support Worker from the
Managing Agency, and a workplace “buddy”.

2.5 A Step Up job constituted a job under the Jobseeker’s Agreement (JSAg) and sanctions could have
been applied if a job was refused without good reason. Support during the job was split into two phases: the
first 26 weeks was the “Retention Phase” that aims to maximise retention in the Step Up job. The final 26
weeks was the “Progressive Phase”, which aims to increase jobsearch so that Step Up employees progress
into a job in the open labour market.

3. Step Up Evaluation

3.1 The Step Up Pilot was evaluated by the Centre for Economic and Social Inclusion and published as
DWP Research Report No 337 in 2006. A copy of this report is submitted with this Memorandum.

3.2 Among the recommendations resulting from this analysis were the following:

— If there were a means to identify adults with low objective and subjective employability combined
with multiple disadvantages, then this group should be targeted for guaranteed jobs.

— There should be a more thorough initial interview with a Personal Adviser when anyone requalifies
for New Deal, to assess their level of employability and appropriate steps to take.

— The relative importance of “subjective employability” requires an individualised approach when
considering the appropriate mix of provision including personal support, training and intensive
jobsearch.

— In any extension of the Step Up approach there should be a shift towards a greater emphasis on
payment by job outcomes.

— The “job brokerage” approach should be used to source guaranteed job oVers and the skills of
Personal advisers and providers need to be increased to deliver better job matches.

— When placing people into subsidised jobs, there needs to be a strong emphasis on jobsearch
throughout the process and there should be increased requirements on participants, providers and
employers to ensure jobsearch is delivered eVectively.
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3.3 The evaluation also identified the applicability of the Step Up model to groups with specific barriers
to employment (especially mental health problems) in terms of the value of in-work support and overcoming
employers’ negative attitudes to those particular groups.

“ . . . there should be consideration about the benefits of the Step Up model to people with
disabilities (especially mental health problems). Given the high levels of disability within the adult
Step Up group, it may be that some people on Incapacity Benefit (IB) could also be equally
successful”.

3.4 However, the evaluation did not pick up on the high levels of ex-oVenders within the adult Step Up
group, which was the experience in the South Manchester Pilot (see section 4 below).

3.5 It is the contention of this Memorandum that there should also be consideration about the benefits
of the Step Up model to ex-oVenders given their similar requirements to people with disabilities (especially
mental health problems)—specifically similar requirements for in-work support and overcoming employers’
negative attitudes.

4. The South Manchester Step Up Pilot

4.1 South Manchester was one of the 20 pilot areas for Step Up. The South Manchester pilot covered
much of inner south Manchester and Wythenshawe and encompassed the catchment areas of the Moss Side,
Rusholme and Wythenshawe Job Centres.

4.2 The Managing Agents for the South Manchester pilot were Action for Employment (A4E) and they
engaged Manchester Aspire Ltd as a voluntary sector Step Up employer—and specifically as a “non-
selective employer” ie Aspire undertook to provide a subsidised job for anyone referred to them under Step
Up. Aspire undertook therefore to provide Step Up employment to anyone, regardless of their apparent
suitability or not.

4.3 Aspire is a social enterprise providing employment and training for homeless and other groups at a
disadvantage in the labour market. During the course of the Step Up pilot Aspire became the largest Step Up
employer in the South Manchester pilot area, employing 40 Step Up customers over the period of the pilot.

4.4 During the course of the in-work support provided by Aspire to Step Up employees it became
apparent that a major factor in the barriers to mainstream employment of many of them was the fact that
they were ex oVenders. Of the total of 40 Step Up employees, exactly 50% (20 individuals) had a significant
criminal record.

4.5 A criminal record acted as a subjective barrier to mainstream employment in that it was perceived by
the individual concerned as being a barrier to getting work. But it was also demonstrated to be an objective
barrier to mainstream employment in that during jobsearch activities it was noted that those who declared
a criminal record were less likely to be interviewed than those who didn’t declare a record—the implication
being that employers had a negative attitude towards ex-oVenders.

4.6 It is therefore the contention of this Memorandum that possession of a criminal record is one means
of identifying adults with low objective and subjective employability and that this group should therefore
be targeted for guaranteed jobs as recommended in the Step Up evaluation (see paragraph 3.2 above).

4.7 42.5% of Aspire’s Step Up employees (17 out of 40 individuals) moved on from Step Up into
mainstream employment lasting longer than 13 weeks. However, 70% of the ex-oVender group (14 out of
20 individuals) moved on from Step Up into mainstream employment lasting longer than 13 weeks.

5. The Ex-Cell Programme (www.ex-cell.org.uk)

5.1 As a result of this positive impact of Step Up on ex-oVenders’ employment prospects, Aspire decided
at the end of the Step Up pilot to set up its own programme based on the Step Up model, but targeted
specifically at ex-oVenders.

5.2 This was achieved in partnership with the Manchester Methodist charity “Commitment in
Communities” (C-I-C) (www.c-i-c.org.uk) and latterly also in partnership with Manchester City Council.

5.3 Ex-Cell provides a guaranteed subsidised job for 26 weeks, together with in-work and resettlement
support—particularly around accommodation issues—mainly to short term ex prisoners but also
increasingly to those who have served longer than 12 months.

5.4 At present Ex-Cell jobs are either in-house in Aspire’s IT Recycling workshop (www.recycle-it.ltd.uk)
which provides a more intensive in-work support environment, or with external employers who guarantee
at least an interview for a permanent vacancy to successful Ex-Cell placements.

5.5 Manchester City Council Contracting Services are the main external employer and it is planned to
roll out the programme to other City Council Departments from October 2006.
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5.6 Preliminery evaluation of Ex-Cell by Manchester City Council recommends an extension of the
placement period from 26 weeks to a full 12 months—thus reinforcing the applicability of the original Step
Up model to ex oVenders (Step Up was for 50 weeks, Ex-Cell for 26 weeks)—together with a
recommendation that a clear financial incentive to “external employers” would be more eVective at changing
employer perceptions and improve access to jobs.

5.7 This also adds weight to an aYrmative answer to two of the original policy questions behind Step
Up—“Would the extent of labour market detachment require an extended period of assistance in a
transitional job?” and “Would Step Up be more eVective at changing employer perceptions and improve
access to jobs?” (see Paragraph 2.3 above)—Step Up provided a direct financial incentive to employers,
whereas Ex-Cell has been unable to.

5.8 Manchester City Council also provides a key input into the support aspects of the Programme
through its Letwise Plus Housing Programme which provides supported housing for ex-oVenders.

5.9 Commitment in Communities (C-I-C) provides the co-ordination and management of the
Programme, together with trained voluntary Support Workers for Programme beneficiaries.

6. Ex-Cell Funding

6.1 From its inception in July 2005, Ex-Cell has been funded by the ECUBE Development Partnership
of the EQUAL Programme, led by Toucan Europe Ltd. This has largely funded the wage subsidies, together
with a contribution towards co-ordination, management and administration costs.

6.2 A contribution towards wage subsidy costs was originally sought through New Deal (Employment
Option) but this has not yet been forthcoming.

6.3 The remainder of the costs of the Programme are met by grants from Aspire Support UK (ODPM
Homelessness Directorate) and from Manchester City Council—particularly the Drugs and Alcohol
Strategy Team.

7. Conclusions and Recommendations

7.1 The experience of Manchester Aspire Ltd in both the South Manchester Step Up Pilot and in the
operation of the Manchester Ex-Cell Programme demonstrates the applicability of the Step Up Model to
moving ex-oVenders successfully on to mainstream employment and so contributing to the aim of increasing
the employment rate to 80% as well as reducing reoVending.

7.2 The cost eVectiveness of using the Step Up model compared to the costs of reconviction and
imprisonment are undeniable (see Paragraph 1.2 above).

7.3 It is recommended that based on the experience of Step Up and Ex-Cell in Manchester together with
the recommendations of the Evaluation of Step Up Pilot (DWP Research Report 337), consideration be
given to the use of the Step Up model in targeted provision for ex-oVenders.

September 2006

Memorandum submitted by RBLI

Introduction

RBLI is responding to this inquiry on the basis of the experience it has in delivering employment related
support to customers in receipt of IB or other health related benefits. RBLI is the second largest
WORKSTEP provider in the UK (excluding Remploy) and currently delivers New Deal for Disabled People
in a number of areas across the South East. Our success in delivering programmes on behalf of Jobcentre
Plus is demonstrated by our achievement of 80% employment for those who register for our services; 75%
of those who go into work with our support remain in employment for more than 13 weeks.

RBLI firmly supports the Welfare Reform Bill and the objectives within it. However, we believe that the
objective of achieving an 80% employment rate is an ambitious one, particularly given the limited detail as
to how employers may be engaged in contributing to this achievement. We believe that there needs to be an
improvement in the commitment of employers to oVering opportunities to some of the more disadvantaged
applicants. Apart from the Disability Equality Duty, which will have limited impact and is only applicable
to certain sectors, we cannot see any additional impetus for employers to review their diversity policies to
support the objective. Our experience of working with disabled groups and the impact of the Disability
Discrimination Act is that rather than open up employment opportunities to people with disabilities, it has
become a barrier in itself. Many employers, particularly those from the SME sector, are concerned of the
legal implications of dismissing an employee with a disability if they prove to be unsuitable for the role, for
genuine reasons unrelated to the disability. For this reason they may avoid employing a person with a
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disability altogether. Further there is a real need for employers to more eVectively address sickness absence
and explore early interventions which will improve retention and avoid individuals being forced to enter the
benefits system.

We believe that the ongoing success of national employment programmes can only be maintained, and
improved upon, where those requiring the services of these programmes have access to choice. Such choice
can only be achieved by utilising multiple providers in each region of delivery. Our experience of delivering
services (and a significant factor in our own success) has demonstrated that customers obtain optimum
benefit from these services where flexibility, customisation and innovation play a major part. This would
also support the implication within the Welfare Reform Bill that the Government appears to want to move
away from a “one size fits all” regime. As an Organisation, RBLI has a concern regarding the move towards
single provider delivery (Prime Contractor status) and the eVect that this will have on smaller, specialist
providers who can often oVer the most eVective support to those who have specific disabilities. The move
to a prime contractor situation is supported by larger providers and as a successful specialist organisation
we are concerned that customers may not be able to access the specific support services delivered by specialist
organisations, like ourselves, that may be necessary for them to access (and sustain) work. Further we have
a concern that those with particular barriers that are furthest from the workplace may be denied the support
they require. Smaller, locally based organisations also have a better understanding of the needs of local
communities, including those of the local labour market. Single provider status may lead to more eVective
and easier contract management, but the system can only work if it addresses the needs of the individual
who are in receipt of the service, not by simply meeting the needs of the system itself. The argument that has
been raised that prime contractor status provides more security due to the certainty of customer volumes is
a valid one, but equally there would be more security for the purchaser of the service (and the customer
receiving it) if there were alternative options if the only supplier failed to deliver or indeed found themselves
in a situation of being forced to terminate the contract. This can result in alternative providers being sought
for a contract which may have only a few months to run and therefore not being in a position to commit
the investment required for such a “start up”. Equally the quality of the service may be jeopardised in what
is eVectively a monopoly situation.

Contracting out of the work focused interview may further compromise both the availability of choice
and the quality of the service provision. We also have a concern that it will encourage “cherry picking” with
smaller providers (often charitable organisations with limited budgets) being forced to support only those
who are furthest from the workplace and therefore have the most complex and diverse needs.

RBLI has a good track record in terms of sustainability of employment. This has only be achieved by
eVective job matching, followed up by an Action Plan which may include a detailed in work support
package. For our Organisation sustaining the employment is probably more important that the job itself
and regardless of any decision on paying for sustained outcomes or evidencing of them, we will remain
committed to this objective. However, we believe that payment of sustained outcomes may be necessary to
discourage less scrupulous providers from placing customers into what may be less than suitable
employment. The current NDDP process of paying the sustained element of the outcome at job entry stage
on the vague guarantee of a 13 week employment situation could lead to organisations providing limited
(and therefore in some cases inadequate) ongoing support to ensure that employment is sustained. At best
this could lead to customers flowing back onto benefits; at worst it could exacerbate pre-existing health
conditions which may result in customers remaining on benefits longer than necessary.

September 2006

Memorandum submitted by Rethink

Rethink welcomes the opportunity to submit evidence to the inquiry on how the Government will reach
its aim to achieve an employment rate of 80%. Our evidence relates primarily to people from Black, Asian
and Minority Ethic (BAME) communities and lone parents.

1. The Centrality of Mental Health Issues

One in four people experience mental ill health at some point in their lives.2 Mental health issues must be
addressed as part of any programmes designed to help people from BAME communities and lone parents
return to work.

2. Ethnicity and Mental Health

Nearly 6.4 million people in England belong to ethnic minority communities, representing about one in
eight of England’s population. These communities share an experience of disadvantage and discrimination,
particularly in relation to health care. Research has consistently shown variations in mental health service

2 L Bird (1999) Fundamental Facts. Mental Health Foundation.
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use by ethnicity. Rates of psychiatric disorder are thought to be twice as high among people from African-
Caribbean backgrounds and rates of admission for schizophrenia are between three to five times higher.
Pakistani women and Irish men have higher rates of mental health problems and South Asian women have
higher rates of suicide.3 Women from BME communities are more likely to live in deprived areas, experience
racism and have diYculties in accessing appropriate mental health care.4

3. Lone Parents and Mental Health

An estimated 28% of lone parents have mental health problems.5 Caribbean mothers are more likely to
have severe and enduring mental health conditions like schizophrenia and bipolar disorders than married
counterparts.6 Lone parents with mental health problems are over three times less likely to be employed than
those without.7 Evaluation of New Deal programmes has shown that those without health problems were
more likely to take part and benefit in the programme.8

4. Barriers to Employment: Employer Attitudes

4.1 Stigma, prejudice and discrimination are the most significant reasons for people with mental illness
being unable to return to work.9 People from BAME communities who experience mental illness face
compounded discrimination from employers. Black men with mental illness face particular stigma—
stereotypes suggest images of being big, black and dangerous.

4.2 Currently, only 40% of employers say that they would employ someone with a mental illness.10 75%
of employers say that employing someone with schizophrenia would be very diYcult or impossible, despite
the fact that research suggests that people from this group can and wish to work.11 This is a clear market
failure which needs to be addressed pro-actively by Government.

4.3 Successful anti-stigma campaigns have been run in Scotland and New Zealand, with significantly
higher budgets than equivalent work in England—the Scottish campaign had a budget nine times higher per
head of the population than its English equivalent; the New Zealand campaign budget was 25 times higher
(SEU, 2004).

4.4 Challenging this stigma and prejudice should form an important part of work towards Objective IV
of the DWP’s Public Service Agreement target, namely:

— further improve the rights of disabled people and remove barriers to their participation in society,
working with other government departments, including through increasing awareness of the rights
of disabled people;

— increase the employment rate of disabled people, taking account of the economic cycle; and

— significantly reduce the diVerence between their employment rate and the overall rate, taking
account of the economic cycle.

4.5 The Strategy Unit recommended in 2005 that “employers should lead a campaign on the business
benefits of employing disabled people with input from DWP and DTI” (Strategy Unit, 2005). A specific
strand of this campaign should address mental health problems. Employers otherwise will be likely to equate
disability with physical disability.

5. Barriers to Employment: Provision of Vocational Services

5.1 Provision of vocational services specific to people with severe mental illness is very patchy across the
country. Rethink has experience of providing employment services: we currently have 30 such services in
England. Jobcentre Plus staV and advisers at generic employment agencies lack knowledge and experience
of working with people with mental health needs. Specific mental health employment services need to be
expanded and a national target established.

5.2 People from BAME communities who have mental illness are under-represented in employment
schemes.12 Targeted services need to be developed to fulfil the needs of this particular group.

3 Social exclusion unit (2004), Mental Health and Social Exclusion. ODPM.
4 Morgan C et al (2005) Pathways to care and ethnicity. British Journal of Psychiatry, 186: 281–296.
5 D Melzer et al (2004) Social Inequalities and the Distribution of the Common Mental Disorders, Maudsley Monograph 44.

Psychology Press.
6 L Platt (2002) Parallel Lives? Poverty among ethnic minority groups in Britain, Child Poverty Action Group.
7 ONS (2003) Labour Force Survey: Household datasets, spring quarter.
8 J C Hales et al (2000) Evaluation of the New Deal for Lone Parents: Early Lessons from the Phase One Prototype:

SynthesisReport. DSS Research Report No 108, Department of Social Security; C Hasluck (2000), New Deal for Lone
Parents: A Summary of Progress. Employment Service Research and Development Report ESR5. Employment Service.

9 Cullen L (2004) Out of the Picture: CAB evidence on mental health and social exclusion. CAB.
10 C Manning and P D White (1995), Attitudes of employers to the mentally ill. Psychiatric Bulletin 19.
11 S Roberts et al (2004) Disability in the workplace. DWP.
12 A Pozner et al (1996) Working it Out Pavilion Publishing.
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6. Job Sustainability

6.1 Developing a mental illness can often lead to termination of employment. To deliver an 80%
employment rate, employers need to change practice so that any necessary reasonable adjustments are made
when someone develops a mental illness, that workplace culture is suYciently open to discuss issues of stress
and mental health as well as more stigmatised conditions such as schizophrenia.

6.2 The funding model for the rollout of Pathways does not seem to include payment for job retention
services. A more sophisticated funding model needs to be developed to ensure that services which provide
in-work support are paid for this work.

6.3 70% of line managers do not have adequate information about mental health (The Work Foundation,
2003). Employers need information, advice and training about best practice in employing people with
mental illness. Employers should be encouraged to develop policies on flexible working, confidentiality and
compliance with the Disability Discrimination Act. Resources on all these issues need to be circulated by
the Department for Trade and Industry. Particular attention should be given to the issue of how the DDA
relates to mental illness as this may be less obvious to employers.

September 2006

Memorandum submitted by The Age and Employment Network (TAEN) and Help the Aged

PART 1. SUMMARY OF MAIN POINTS

1. Our evidence addresses the 50! dimension of the remit of the Committee’s inquiry. However, the
overlap between the age agenda and action on other under-represented segments in the work force
(disability, gender, low skills and race) is important. Policies should not be one-dimensional.

2. The Committee should insist that there is a clear definition of the Government’s ambition of an 80%
employment rate. It is presumed to equate to the current employment rate of 75% for people of working
age, defined as 16 to State Pension Age, implying a 5% improvement. However, there is scope for confusion
and mis-representation. There is no time scale for the target. (Part 3, paras 7–25)

3. The Committee should in particular require clarification of the demographics of the target because of
the significance of older Incapacity Benefit claimants and over-50s generally to the target.

4. The Committee should press for clarification of the following:

(a) The impact of the increase in women’s SPA from 2010 from 60–65. The 80% target should refer
to working age up to 65 from now onwards, even though the increase in women’s SPA will not be
complete for another 14 years.

(b) Workers over SPA. This is currently the fastest growing age cohort in the workforce. If the 80%
target relates to people up to 65 then the growth in employment above that age will be outside it.
There should be a supplementary target of an additional 0.5 million over-65s joining the
workforce. There are several options on how this is measured as an employment rate.

(c) Workers under 25. The employment rate of working age people is distorted by the employment
rate of people under 25 which is declining as participation in learning increases. Currently it is 65%.
The target working age employment rate should start at 25, not 16. The employment performance
of under-25s not in education should be a separate policy objective. This would mean setting an
employment rate target which could be either 25–65 or 25! to any age.

(d) 500,000 over-50s oV Incapacity Benefit. The target should be about reductions achieved by flows
oV benefit, not flows onto pension. Assuming that the flow of younger people onto IB is
successfully reduced, then over a five year time period a 250,000 reduction is achieved by age
cohort eVect as 60–65 year olds leave IB for the state pension. The target should be exclusive of
those leaving at pension age.

(e) Migration. The assumptions about migration, inward and outward, should be clear. Inward
movement of younger workers achieve high employment rates. The largest outflow is of people in
the 45–65 age group; there has been little analysis of how this may be aVected by changing pension
prospects.

(f) Full time/part time work. Employment rate targets should take account of ft/pt trends.

(g) Macro economic conditions. The employment rate improvement in the last nine years has been
based on macro economic stability. The strong growth in employment of over-50s has not been
tested for durability in a recession. The relationship of the employment rate target to the economic
cycle should be clarified.

5. The Committee should seek an explanation of why current Government forecasts assume that the
forecast that the 80% employment rate target will not be met. They predict an activity rate for working age
people of 79.8% (ie a 76.5% employment rate) by 2020. This is an improvement of 1.5% in 15 years compared
to the Government’s aim of a 5% improvement in a shorter period. (Part 3, paras 26–28)
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6. The barriers to improving the contribution of the over-50s in the labour market and to UK skills
remain formidable. There is a danger of them being disguised by the overall improvement in the employment
rate of over-50s. The barriers include stereotyping about age, corporate cultures, personal attitudes amongst
older people, the lack of career guidance and relevant training opportunities and the low quality and pay
of jobs available. (Part 3, para 6)

7. The 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. (Part 3, paras 29–39

8. Our recommendations (Part 4, para 40 A–K) relate to all the main agenda items identified by the
Committee:

(a) The 80% target should be clarified as outlined above.

(b) There should be a more ambitious Public Sector Agreement (PSA) target for DWP on the over-
50s element of the 80% target.

(c) The performance of all major employment programmes should be measured and reported publicly
to verify that they work equally well for all age groups, including the over-50s. They do not at
present. Corrective action is needed to ensure that they do.

(d) As more employment training programmes are subcontracted, the same disciplines should be built
into tendering and contracting arrangements to ensure that private sector organisations deliver
equally good results for the over-50s.

(e) The performance of all DfES adult education strategy and each major programme should be
measured and reported publicly to verify that they work equally well for all-age groups, including
the over-50s. At present the Skills Strategy does not work for workers in mid-career and onwards.
It is a precondition of satisfactory longer working lives (for employers and employees) that it is
backed by good opportunities and resource for retraining and multiple careers. It is essential that
this is an outcome of the Leitch Review of Skills and the Comprehensive Spending Review.

(f) The wide regional variations in employment rates of older workers indicate that employment
programmes and targets should feature more strongly in Regional Employment and Skills
Strategies. The over-50s should be an identifiable element of all the Cities Strategy partnerships.

(g) The evidence about the relevance of National Default Retirement Age of 65 must be rigorously
assessed as we move towards a decision in 2011 on its future. The evidence since the Government
decision in December 2004 has cast doubt on the validity of the basis on which Ministers took the
original decision.

(h) 2006 Age Legislation must have expert and vigorous information, promotion, case-work and
enforcement capacity within the Commission on Equality and Human Rights from 2007.

(i) The new DWP/DH health, work and wellbeing agenda must be seen to address the 50! workforce
because the extension of working life requires action on well adapted work places, occupational
health and the reduction of ill health as a reason for early retirement.

(j) Engagement with employers, employer bodies and the recruitment industry must focus on quality
of work and opportunities in all sectors of the workforce, not just aggregate volume of mainly low
quality jobs.

(k) The settlement on pension reform must demonstrate clear incentives to save safely, if longer
working life is going to make a major contribution to retirement economics as set out by the
Pensions Commission. This must apply equally to the public and private sectors.

PART 2. INTRODUCTION TO TAEN AND HELP THE AGED

The mission of TAEN—The Age and Employment Network is to help create an eVective job market
which works for people in mid and later life, for employers and for the economy.

TAEN is a network of 250 member organisations who represent the leading experience on age and
employment. We explain, consult, share, advise and pioneer ideas and action. We are renowned for our
commitment, clarity and influence.

We deliver: up-to-the-minute information and interpretation; signposting to relevant organisations,
partners, publications and websites; advice on career and work management and making a fresh start; advice
on recruitment, development and retention of workers of all ages; and consultancy on public policy.

TAEN is a participant in the DTI’s Age Advisory Group on the Legislation, Jobcentre Plus Stakeholder
Groups, the DWP Opportunity Age Partnership and the Learning and Skills Council Board Committees as
well as a range of regional and local groups and projects.

TAEN is sponsored by Help the Aged because what happens to people in mid life has a major impact on
well-being in old age.

Help the Aged is committed to a future where older people are free from the disadvantages of poverty,
neglect and isolation, and are able to live with dignity as valued, respected and involved members of society.
Help the Aged aims to:
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— combat poverty to achieve significant reductions in financial hardship and social exclusion, and
mitigate their worst eVects;

— reduce isolation to decrease the number of older people experiencing loneliness and isolation;

— challenge neglect to secure the delivery of consistently accessible, good-quality care, addressing the
biggest threats to health and well-being; and

— defeat ageism to win equality and human rights for disadvantaged older people, enabling them to
escape from deprivation.

Help the Aged plays a major role in all public policy issues aVecting the lives of older people.

PART 3. FACTUAL INFORMATION AND BACKGROUND ANALYSIS OF EMPLOYMENT
RATES AND EMPLOYMENT STRATEGY

1. The growth in the workforce in the last 10 years has been a success story, underpinned by macro-
economic stability. TAEN supports the Government’s ambition to continue the direction of travel to
achieve an employment rate of 80%. We support the view that work is generally the best route to a
reasonable standard of living, health and well-being, with the important proviso that more attention is given
to quality of jobs and opportunities. Lousy jobs are not a route out of poverty to good health and well-being.
Under-employment and under-use of skills and experience are also serious issues.

Background 1997–2006

2. This submission to the Committee focuses on demographics and the workforce. The over-50s have
made up two thirds of the growth in the workforce since 1997 and will need to do so in future to achieve the
Government’s ambition. The changes are summarised in Table 1.

Table 1

WORKFORCE AND EMPLOYMENT RATE 1997–2006 BY AGE AND GENDER

Employment All 18–24 25–49 50–SPA Post SPA

1997 3.3m 16.6m 5.2m 0.8m
2006 3.5m 17.2m 6.5m 1.2m
Change 1997–2006 !0.2m !0.6m !1.3m !0.4m
Employment Rate All
1997 66% 79% 64% 8%
2006 65% 82% 71% 11%
Change 1997–2006 "1% !3% !7% !3%

Employment Male
1997 1.7m 9.0m 3.1m 0.3m
2006 1.8m 9.2m 3.8m 0.4m
Change 1997–2006 !0.1m !0.2m !0.7m 0.1m

Employment Female
1997 1.5m 7.6m 2.0m 0.5m
2006 1.6m 8.0m 2.6m 0.8m
Change 1997–2006 !0.1m !0.4m !0.6m !0.3m

Source LFS Summer 2006

3. The employment rate amongst men aged 25–49 has been around 88% in this period. The improvement
has had to come from groups with lower levels of employment. This has been pre-eminently women and
older adults.

4. In the case of older adults the improvement of 1.3 million in work is in part a function of the post war
baby boom generation arriving at 50!. That surge in the age cohort has been absorbed by the labour
market, an achievement in itself compared to the period 1975–95. It represents 800,000 of the 1.3 million
increase. The 0.5 million above that represents the 6% improvement in the employment rate. If the mid-1990s
labour market had stood still and not absorbed the demographic change then the employment rate of over-
50s would have fallen to 55%.

5. Apart from the increase in the 50-SPA population, the drivers of the improvement in the 50!

employment rate have included:

(a) The decline in forecast retirement income from personal and DC pension schemes. These have
halved in value over the past five years, creating a need to extend years of earning.

(b) The decline in DB schemes which had a built-in incentive to retire at pension age and an
assumption that retirement age was the same thing.
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(c) The reduction in Early Voluntary Retirement Schemes for those with DB schemes as the schemes’
finances have tightened.

(d) Less major heavy industry restructuring than in the previous 25 years.

(e) A realisation, led by the Pensions Commission, of the accelerating improvement in life expectancy.

(f) Individual opposition to age-based barriers in the work place putting people on the shelf at an early
age in an era of improving health and well-being, backed by an active NGO sector. Recognition
of the right to work, along side the right to retire.

(g) Action by leading employers in some business sectors to draw on the skills and resources of adults
of all ages and to create a workforce matching the age profile of customers.

(h) Preparations for the 2006 Age Discrimination Legislation throughout the period 2000–06.

(i) Government awareness-raising by the Age Positive and Be Ready campaign.

(j) Welfare to Work programmes, notably the innovative New Deal 50! in the period 2000–03,
although it has been in decline since then.

6. The Committee should be aware of a number of reservations to this generally encouraging picture.
These constitute important barriers to national employment strategy (reference bullet 1 of the Committee’s
terms—barriers).

(a) 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,
2.6 million 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.

(b) Over-50s stay on welfare longer, reflecting the barriers to work opportunities. One-third of Job
Seekers Allowance (JSA) claimants over 50 are still claiming after more than 12 months on welfare
compared to one quarter of under-50s. The half of all IB claimants who are over 50 are likely to
remain on it until they reach pension age or die.

(c) Age discrimination is the most commonly experienced form of discrimination in work and training
(Univ of Kent for Age Concern 2005, NIESR for DTI/DWP 2005). Stereotypes that older workers
cost more, are less productive and ill more often remain deeply rooted (DTI survey 2004, NIESR
2005). The evidence to the contrary (DWP 2003–05) has had little impact on employer attitudes.

(d) Awareness of age legislation remains low. For the majority there is no recognition that
employment decisions based on age are comparable barriers to decisions based on gender or
colour. (Manpower 2006, CIPD 2006).

(e) Jobs for over-50s are lower paid and lower quality (ASHE 2006, ONS 2005). The average pay for
an over-50 new recruit is 25% lower than for existing workers of a younger age doing similar jobs
(Institute of Employment Studies 2003).

(f) The growth in employment of over-50s has been concentrated in a few sectors such as retailing
and financial services and in lower skilled occupational sectors. Turnover may be lower because
on average older people stay in a job longer than young people, but this is driven by lack of
alternatives and the need to keep earning.

(g) There is important regional variation in the gap between the over 50-SPA employment rate and
the working age employment rate: 14% in Inner London or the North East compared to 4% in
Southern England generally. This is not reflected in the priorities of Regional Economic Strategies,
most of which have little or no focus on the unused pool of resources of the over-50s.

(h) The level of participation of over-40s in Government and employer training (but not union learn
training) remains very low. Over-50s, who have the lowest level of existing qualifications, make up
4% of those gaining full Level 2 qualifications (LSC 2005). The level of use by older adults of career
advice services is low (adults over 40 make up almost half the working aged population and 6%
of users of Learn Direct). This is worrying because 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.

Understanding the Employment Rate Target

7. TAEN supports the target of an 80% employment rate which represents an improvement of 5% on
today’s 75% employment rate.

8. The Select Committee should press for clarification of the target. There is scope for confusion about
what is and is not part of the target, especially as it is a longer term aim.
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9. Current data on employment by age cohort is quoted by Government sources in a variety of ways:

— 50 to current State Pension Age (65–60) either as an activity rate (ie including as active those who
are registered unemployed, but not those who are unregistered job seekers), or an employment rate
(ie not including the registered unemployed). There is a 3–4% diVerence between the two.

— 50 to the new State Pension Age of 65 for men and women in 2020.

— The 50! population. A new approach (cf LFS July 2005). This assumes the entire population over
50 of 24 million are potential workers.

— 50–69. This is a new DWP approach for their target to narrow “significantly” (but by an undefined
amount) the gap between the 50–69 employment rate gap and the working age rate. It recognises
the increasing trend to participation in work amongst the 65–69 age group.

— 55–64. This is the basis for the Lisbon targets built into the EU Employment Strategy. 55! is
widely used in the EU. It has merit for the UK in that the threshold for taking an occupational or
personal pension is rising from 50–55 in 2010. Also, the age cohort 50–54 has an employment
pattern more similar to the under-50s than the 55–64 age cohort. It is really from 55 that departure
from the workforce picks up.

Increase in Women’s State Pension Age

10. The Select Committee may focus primarily on the scope to meet the 80% target in the period 2006–10.
However it is important to understand and factor in correctly the impact of increasing women’s SPA for
figures through to 2015 or 2020.

11. The employment rate of women of all ages is forecast to continue rising. Forecasts should make clear
whether they build in this underlying trend only, or the impact of changing SPA as well. Including women
up to 65 in the 80% target introduces a group whose current employment rate is 31%, thus diluting the overall
average employment for people of working age and making it somewhat harder to reach the 80% target.

12. The ONS have published first estimates of how much impact changing SPA will make on employment
rates. Without any change in SPA they estimate that the employment rate of women aged 60–64 will grow
from 31% now to 37% by 2020. They then used two methods to estimate the impact of higher SPA which
gave rises to 44% and 59% respectively. This is an addition of approximately 160–270k older women
workers. If the 80% target, including 1 million over-50s, is regarded as extending into the period after 2010,
it should be kept in mind that around 0.25 million of the increase could be related to the rise in women’s SPA.

13. Our recommendation is that the Committee 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 eVect. Given female life expectancy, pension prospects and patterns of
working life there is no case for a lower age ceiling for women. (Female life expectancy will increase by five
years during the time lapsed between the Government’s first announcement of the change and the
completion of it, meaning that the change is neutral in relation to life expectancy—a message which is
relevant to the Government’s recent statement about state pension age rising to 68 by 2044.)

14. Adding women aged 60–64 to the definition of the workforce will add 500k people. This should not
be regarded as meeting half the Government’s aim of !1 million over-50s in work.

Workers Post SPA

15. Growth in the number of workers older than SPA started in the late 1990s and is accelerating, for the
same reasons as the growth in 50! employment. Having been static at around 0.8 million for many years
employment has increased to 1.2 million out of the 11 million population over SPA. Figures for recent years
are however influenced by the diVerent SPAs: 550,000 of the total are women aged 60–64 and 650,000 are
people over 65.

16. ONS forecast that employment of those over 65 will grow by 193,000 by 2020, a statistic which
attracted media attention when published earlier in 2006. We suggest that the potential is substantially
higher.

17. Our recommendation is that increases in 65! workers should not be part of the !1 million target
for over-50s. It would be a reasonable to add a target to increase participation of post SPA/65 workers from
6% to 10%, an increase of 0.4 million. There are various options for how an employment rate for over-25s
should be expressed.
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Workers Under 25

18. Table 1 demonstrated the diVerent behaviour of employment rates under 25, driven in large part by
levels of participation in education. The 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).

19. Our recommendation is that the 80% target is for employment of those aged 25 and over. The
employment rate of men aged 25-SPA is already over 80% (and was 94% in 1984) so the headline target of
80% should be raised to 83 or 85%, if this new definition is adopted.

Reduction in Incapacity Benefit Claimants

20. Achieving the 80% target is estimated to require 1 million people out of the current total of 2.7 million
on IB getting back into work. 1.3 million of the 2.7 million IB claimants are aged 50-SPA. A higher
proportion are men than women.

21. Approximately 100k people on IB reach SPA each year. Over five years 0.5 million will flow oV IB
for this reason. If the entry rate of younger people runs at 50,000 a year and there is no change in the oV-
flow rates of those under State Pension Age, then a quarter of the target of 1 million oV IB will be “met” by
waiting for people to get older.

22. Our recommendation is that progress should be measured by people getting back into work and/or
cutting the flow of people onto IB. It should exclude the age cohort eVect of waiting for people to reach SPA
and move onto State Pension. The planned extension of Pathways to Work to the 1.3 million people over
50 already on IB (as opposed to those moving onto IB) has been delayed and there is no timetable for funding
this. This is bound to have an eVect on the 1m target and should be investigated by the Committee.

Full Time/Part Time Work

23. Employment rate targets should take account of ft/pt trends. There is much interest in part time
working amongst the over 50s. So far Annual Survey of Hours and Earnings and Labour Force Survey data
show surprisingly little growth in part time work. Given that employment is defined to include as little as
one hour per week, the trend in part time work (generally to be encouraged) should be monitored, so that
the employment rate does not give a misleading impression of the scale of economic inputs resulting from
the improved employment rate of over 50s.

Macro Economic Conditions

24. The improvement in the employment rate of over-50s has not been tested in recession. Traditionally,
more vulnerable groups in the labour market are hit hardest in recession. However, in the US recession
around 2002 the employment rate of over-50s held up strikingly well.

25. Our recommendation is that the Government should clarify what provisos it is placing on the 80%
target in respect of the economic cycle.

Current Government Forecasts

26. Government labour market economists have carried out valuable work on both current and future
trends. Labour Market Projections 2006–10 was published by ONS in January 2006. This forecasts (p14)
that activity rates will increase to 79.8% from 78.5% or 1.3% in a 15-year period. That equates to an
employment rate of 77% in 2020, not 80%. Rates for men are forecast to fall while rates for women increase
respectably. These figures are before factoring in the increase in women’s SPA which reduces the 2020
forecast of employment to 75%.

27. Analysis by ONS builds in the assumption that the ageing of the population automatically has a
negative impact on working age employment rates over the next 15 years. We suggest that this need not be
the basis for their forecasts.

28. If Government statisticians have made their forecasts on the basis of known policies the conclusion
has to be that current employment policies will not achieve the 80% target.

The eVectiveness of national employment programmes (bullet 2 of the Committee’s list of headings).

29. The core policy issue is whether the older worker dimension of the 80% target can be left to market
forces with far less action by Government than in respect of other under-represented groups in the labour
market.

30. The record of over-50s employment compares well with other under-represented groups on which
Government programmes have been targeted, as shown by Table 2:
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Table 2

DIFFERENCE BETWEEN TARGET GROUP EMPLOYMENT RATE AND ALL-AGE
EMPLOYMENT RATES

1997 2006

50-SPA "7% "4%
Lone parents "24% "16%
Ethnic minorities "17% "15%
Disabled people "27% "21%
Unskilled "20% "28%

(Source ONS. 2006/CESI)

31. This shows how crowded are the demands on public resources, whether for Inner Cities and the
unskilled, certain ethnic minorities and migrants, ex-oVenders, disabled people and lone parent. We
recognise that the healthy current growth in employment of over-50s will limit the appetite for public
spending. Nevertheless the barriers listed in para 6 above should be kept in mind.

32. However, an important point is the overlap in the groupings: over-50s make up over 50% of disabled
people and unqualified adults and are a rapidly growing dimension of ethnic minorities. The average age of
lone parents is rising. There are more over-50s women than men so that gender and age employment aims
complement each other.

33. Policy on extending working life has had several dimensions, but with less focus on employment
programmes per se than other target groups. It includes:

(a) Age discrimination legislation.

(b) Pension reform to decrease incentives to early retirement and to encourage gradual retirement.

(c) Incentives to defer taking State Pension.

(d) Raising retirement ages in the public sector and raising pension age for new public sector workers.

(e) Announcing an increase in SPA to 68 by 2044.

(f) New Deal 50! which in 2000–03 was a ground-breaking programme. However, the impact of
New Deal 50! has withered to almost nothing: in 2003 job starts under New Deal 50! were
running at over 2,000 a month; now they are down to fewer than 200 a month. So Government
expenditure on age and employment has been declining during the past three years. This is in spite
of the re-launch of New Deal 50! in 2003 and annual Green Papers setting out good intentions.

(g) The Age Positive campaign to raise employer awareness.

34. There are no reliable figures on expenditure on low-employment target groups, but the other
components of employment policy have in contrast included:

— New Deal for Disability, Pathways to Work, the Government OYce for Disability and the work
of the Disability Rights Commission.

— The strong expansion of programmes targeted at lone parents.

— New Deal for Young People and training programmes for the under-25s.

— Ethnic minority programmes, the National Employment Panel, Fair Cities and the National
Advisory Group on BME Employment.

— The Regeneration programmes, Employment Zones and planned Cities Consortiums to tackle
geographic hotspots of economic inactivity.

35. The measures for older workers were outlined in:

— Simplicity, Security and Choice Green Paper December 2002.

— New Deal for Welfare Green Paper 2005.

— Opportunity Age 2005 and the

— Security in Retirement—towards a new pension system 2006.

36. They include:

(a) Making job seeker activities (Intensive Activity Period) for registered unemployed over-50s
mandatory after 18 months, as it is for those under 50.

(b) Pilots on outreach to over-50s on welfare (which have failed to discover how to make more people
beat a path voluntarily to the Jobcentre door).

(c) Pilots on face-to-face guidance about work and retirement decision making for the over-50s which
have not started yet.

(d) Aligning the treatment of workless couples with younger age groups.
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37. To the extent that they have been implemented or gone beyond pilot stage these are marginal to the
wider picture of the employment rate of over-50s:

The largest drivers of change will be:

— The financial imperative to work in order to improve retirement prospects in the face of declining
pension values and lower levels of saving.

— Changing culture and demographics which make better recruitment and employment of all ages
a business imperative.

38. Despite the improved employment rate of over-50s there is a danger of insuYcient action by
Government, employers and individuals to adjust to demographic change in the work place.

39. The topic of age and employment goes well beyond the scope of the DWP and the Work and Pensions
Committee. It includes the responsibilities of:

— DTI for employment legislation, fair markets and employment relations and the recruitment
industry.

— DCLG for the Commission on Equality and Human Right.

— DCA for civil law, legal services and human rights.

— DfES for adult and lifetime learning, training and career guidance.

— All Government Departments, especially the Cabinet OYce, Local Government and public
agencies for their employment policies and practice.

PART 4. RECOMMENDATIONS TO THE COMMITTEE

40. Our recommendations are that the Select Committee should press for the Government agenda to
include:

A. Definition and Measurement of the Employment Rate Target

This needs to be clarified as described above.

B. More Ambitious Public Sector Agreement (PSA) Target

At present this is to reduce the gap between the employment rate of the 50–69 age group with the working
age employment rate by a significant (but undefined) amount. It should be to increase the employment of
50–64 year olds by one million and the employment of over-65s by 0.5 million and to decrease the numbers
of non-working people aged 50–64 by 0.5 million.

C. High Profile Age Performance Measuring and Proofing of Other Employment Programmes

The “overlap” between the age agenda and other employment agendas has been described in para 32V.
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. (This is not to
criticise the programmes, but to recognise that with a mixture of employer and worker barriers it gets
tougher with age.)

DWP already publishes an excellent Older Worker Statistical Information Booklet every six months. This
should be mirrored by reports to the Select Committee and others on welfare programmes including the data
on whether the following programme are working equally well for over-50s as for under-50s:

— New Deals for adults and disabled people and performance of New Deal 50!.

— New Deal for Skills.

— Pathways to Work.

— Cities Strategies.

— Employment Zones.

— OV-flows from Jobseekers allowance.

If gaps in performance by age group are identified this will show up the need for corrective action. This
is not happening at present.

D. Age Proofing of Subcontracted Employment and Training Services

With the major moves to contract out to private and NGO organisations the provision of former centrally
managed employment and training services, the onus for eVective delivery to all ages falls on those
organisations. Demonstration that their programmes work equally well for all ages must therefore be built
into contractual relations with public service providers. For example, the DWP call for expressions of
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interest in the provision of the expansion of Pathways to Work (July 2006) contained no mention of the fact
that over half the customers will be over 50 and that relevant skills and experience must be an integral part
of the providers’ oVer.

E. High Profile Age Performance Measuring and Proofing of Adult Training and Career
Guidance Programmes

A full analysis is set out in TAEN’s Recommendations to the Leitch Review on Skills—attached to this
submission in pdf form.

This is a crucial subject. 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 aVord to pay for it, are essential.

The Skills Strategy is ill-adapted to the older half of the adult population. This is evidenced by the fact
that over-50s who make up half the adult population without Level 2 qualifications make up only 4% of
those gaining the qualification or basic skills. They are only 6% of the users of the learn direct Advice line.

Changes emerging from the Leitch Review and Comprehensive Spending Review should include:

— A new settlement on the balance between lifelong vocational training, higher education and
foundation learning, recognising that two-thirds of the growth in the workforce has to come from
the over 50s.

— Reworking existing courses and qualifications designed for new entrants to the job market to meet
the diVerent needs of people with 20! years work and adult experience of life.

— Retraining for new careers in mid-life, whether for women after raising families or those made
redundant to be an option for those who cannot aVord to finance it and need something to live oV
in the meanwhile.

— Support for Union learn programmes which are the only sector which shows performance
responsive to the ageing of the workforce and the need of people in mid and later working life.

— Compulsion for employer-funded training on the lines of the existing schemes in the Construction
Industry and in France. We cannot aVord the current fudging of the level of real career
developmental training delivered by employers.

— Modification of the Level 2 basis on which the Skills Strategy is built. While rightly designed to
concentrate money on those with the lowest skills and greatest disadvantage in the workplace, it
is too blunt an instrument with little relevance to older adults or many employers. It does not work.

— Secure ring fencing of personal and community adult learning.

— Removal of age discriminatory funding ceilings, for example the 25 upper limit on apprenticeships.

— Measurement of all major government funding programmes by age cohort to demonstrate how
they are working for all ages in the work force. This includes the Level 2 entitlement, Train to Gain
and Regional Skills Programmes.

F. An Active Demographic Dimension to Regional Strategies and the 4 Nations

Age Concern’s Regions for All Ages programme made some headway with regional agencies on some
areas. There is recognition in the South East and East of England that in high employment, overcrowded
areas better utilisation of the existing population over 50 make economic and environmental sense. There
are a variety of regional and local initiatives across the country, many with TAEN’s support and
involvement.

But there is no sustained or coherent action. There is no steer to the RDAs as a whole. There is little
dialogue between agencies. There is no sense on how the demographic dimension should be built into their
crowded, multi-tasked roles. The roles of:

— DTI as the sponsoring Department for RDAs and the age legislation;

— the DCLG for equality and diversity; and

— the CEHR and DWP for age across Government need to come together in a clear role.
Government regional agencies must demonstrate their responsiveness to demography as one of
the most significant of current social and economic changes taking place.

G. Normal Retirement Ages

In the view of many people the Government’s decision to include a National Default Retirement Age in
the Age Legislation was a retrograde step, open to challenge in relation to the EU Equal Treatment Directive
2000. The Government has said that it will review the decision in 2011, based on the evidence about its
impact. The Select Committee and relevant experts should be consulted about this. The initial decision in
December 2004 flew in the face of almost all the evidence at the time. The majority of UK enterprises do
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not have NRAs at all (NIESR for DTI 2005). Only 15% of people leave their employer in the year they reach
NRA, and groups such as the Institute of Directors, CIPD and Birmingham Chamber of Commerce think
them unnecessary.

The use of Normal Retirement Ages below 65 in the Public Sector after October 2006 needs to be clarified.
No objective justification has been given for any of the announced or unannounced example of possible
NRAs below 65. The Committee should seek an objective justification for the Government’s intention that
senior civil servants should keep an NRA of 60 with maximum final salary payable at that age. We await
proposals in respect of such groups as Fire Services and the Police.

H. Enforcement of the Age Regulations

The Select Committee should help to ensure that the Commission on Equality and Human Rights
(CEHR) provides eVective support, advice, case work and enforcement of the Age Regulations. The CEHR
will have many demands on its resources. Because age legislation is the newest component of discrimination
law it should not be overlooked. The Age Regulations are unique in discrimination law in the extent to which
they contain exemptions for Government policy, many of which (redundancy pay, minimum wage, funding
of training, pension rules, retirement age) are open to challenge as being incompatible with the EU Directive.
This will require vigorous and independent action by the CEHR.

I. The DWP/DH Health, Work and Wellbeing Agenda

The start of this inter-departmental programme, the Public Health White Paper and the appointment of
Dame Carole Black are welcome. However, none of the main documents published have put the spotlight
on how significant this will be for an ageing workforce. The publication of Is Work good for your Health and
Wellbeing by Prof Gordon Waddell (TSO for DWP September 2006) describes the potential for work and
good health to be combined in mid and later career with follow-on positive impact on healthy ageing. It is
a substantial agenda which includes:

— Reducing the unacceptable social gradient in health, reflecting the social distribution of “good”
work and “bad” work.

— Well adapted work places and terms and condition of work which support good health.

— Breaking the myths about older workers and bad health.

— Reducing ill health as a reason for early retirement.

This should be a high profile element of the work and health agenda.

J. Quality of Work

The improvement in the numbers of people in work masks issues around quality of work. Older workers
tend to polarise between:

— Well qualified people with occupational pensions who “retire” earliest and yet feature most
strongly in the post 65 working population because their have choice about how and when they
work. Self employment features strongly.

— Poorly qualified people, especially women without pensions, who are forced to work on through
poor financial circumstances.

The job market is ill adapted to the situation. Most jobs on oVer are low grade, low paid without prospects
of advancement. Even the advice “take whatever is going, get a foot in the door and prove what you can
do” which one would give to a 25 year old is not very relevant for a 55 year old. At professional and
management levels the prospects of return to work at levels of responsibility and pay comparable to prior
jobs are miniscule. There are major gender issues for redundant men from manufacturing facing jobs in
service sectors alien (rightly or wrongly) to them. Assumptions that the over-50s are coasting towards
retirement are common.

Changing this will take sustained eVort and culture change in the work place. There has been some shift
in the last five years, but there is a long way to go. Our recommendation is that the Select Committee insist
on the need to demonstrate the improved employment situation of over-50s is spreading through all
occupational sectors and segments of the economy. Part of this can be taken forward by the Sector Skills
Councils who have so far been focused almost entirely on the flow of new young skilled recruits into their
sectors.
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K. Incentives to Save

The target of an 80% employment rate up to 65 and increased working post SPA is of course intimately
linked to pension policy, as analysed by the Pensions Commission. The main issues are:

— Demonstrating that working and saving in a pension pot is the best thing to do. We cannot ignore
the fact that while the pension debate has been going on for the last three years savings levels and
confidence in conventional pensions savings methods have been falling. It is a precondition of
longer working life policy that these falls are reversed by pension reform that justifies individual
confidence in increasing saving for retirement.

— The public sector lags behind the private sector in adjusting to longer life expectancy. Although
there are more women in the public sector, many of whom will have returned to work in mid life
and have poor pension prospects, the attachment to final salary pension age of 60 remains much
stronger than the private sector. Incentives to extend working life are weaker. DWP should
produce evidence on the gap between average retirement ages in the public and private sector and
show that it is narrowing over time.

September 2006

Memorandum submitted by Professor Ivan Turok

Summary

— The biggest challenge facing the Government to achieve its 80% employment rate target lies in
cities such as Glasgow, because of the relatively low employment rate for all groups including
people over 50 and lone parents.

— Starting from a very low base, there have nevertheless been improvements in local employment
conditions in recent years. A stronger labour market means greater coincidence of interests
between poverty, health and economic agendas because of the increasing need and opportunity to
get more people into work.

— Government employment policy has become more responsive to the major issues facing cities like
Glasgow than a few years ago, with greater emphasis on tackling economic inactivity through
joined-up employment services.

— However, the scale of the challenge involved in getting many more economically inactive people
into paid employment has been underestimated in several respects:

— More intensive personal support is required to overcome the complex obstacles people face
in obtaining and sustaining jobs;

— More attention needs to be devoted to employer engagement and targeted measures to
stimulate labour demand; and

— A more concerted approach is needed to lend coherence to the fragmented structure of local
support organisations and projects, including city-wide coordination and joint procurement
of services.

1. Introduction

1. Glasgow has one of the lowest employment rates in Britain. It also has far more people claiming
sickness benefits than any other local authority in the country. The situation in cities like Glasgow is
therefore critical to the prospects of the Government increasing the national employment rate to 80% and
reducing Incapacity Benefit claimants by a million. This submission briefly examines recent labour market
changes in Glasgow (section 2) before describing (sections 3 and 4) and then assessing (section 5) the complex
array of national and local organisations and programmes that exist to tackle unemployment and inactivity.
It concludes with some suggestions for what more needs to be done.

2. Labour Market Changes During the Last Decade

2. After four decades of continuous job loss, there has been consistent employment growth in Glasgow
since the mid-1990s. The total number of jobs in the city (as defined by the administrative boundary) is
estimated to have increased by 61,000 (18%) to 393,000 between 1995 and 2004.13 This was twice the rate of
increase seen in the rest of Scotland. It was also faster than in almost all other major British cities, including

13 These are employee jobs (ie not including the self-employed) estimated by National Statistics based on the Annual Business
Inquiry. It measures the number of jobs in an area, regardless of where people who fill them live (eg in-commuters). The
Labour Force Survey estimates that 17,000 Glasgow residents are self-employed (7% of total employment).
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the capitals (London, Edinburgh and CardiV) and the English “core cities” (Birmingham, Bristol, Leeds,
Liverpool, Newcastle, Nottingham and SheYeld). Among Britain’s major cities, only Manchester has
experienced faster jobs growth since 1995 (an increase of 21%).

3. This strong growth in employment means that Glasgow city has become more important economically
to the surrounding region. The rate of job growth in Ayrshire, Dunbartonshire, Lanarkshire and
Renfrewshire was only 4% between 1995 and 2004. Glasgow city now accounts for 42% of jobs in this region
and 61% in the oYcial travel-to-work-area. According to the 2001 Census, just over half (53%) of the jobs
in Glasgow city are filled by local residents and the rest are taken by in-commuters.

4. Three-fifths of the additional jobs in Glasgow have been full-time posts, whereas only a quarter of the
extra jobs in the rest of Scotland have been full-time. All the net growth has been in services and over three-
fifths has been in private-sector dominated services (wholesale and retail, hotels and catering, financial and
business services, and other services). The largest single growth sector by far has been financial and business
services with 28,000 more jobs (up 39%). The number of jobs in manufacturing fell by 11,000. Unfortunately
no data is available on the changing occupational composition of jobs in the city or the broad skills required
for the new jobs, and hence their accessibility to people most vulnerable to unemployment.

5. Crucially for the city, the number of Glasgow residents in work is estimated to have risen from 206,000
in 1995 to 245,000 in 2004 (up 19%). Unfortunately there is some uncertainty surrounding the accuracy of
this figure because it is based on the Labour Force Survey, which is a sample. Yet there clearly was an
increase in employment and it was much the biggest within the Scottish Enterprise territory. The eVect was
to boost Glasgow’s estimated employment rate from 57% in 1995 to 65% in 2004.

6. The current gap in employment rates between Glasgow city and Scotland is 10%. Table 1 shows that
the gap is significantly wider for disabled persons, lone parents and people over 50. These all represent
sizeable sections of the city’s population. The disparities indicate the formidable challenge for Glasgow to
close the employment gap—an explicit government objective (Scottish Executive, 2006).

Table 1

EMPLOYMENT RATES: GLASGOW CITY AND SCOTLAND (2004)

Glasgow City Scotland

Overall employment rate 64.8% 74.8%
Employment rate for disabled persons 32.0% 44.5%
Employment rate for lone parents 38.9% 54.9%
Employment rate for people over 50 55.6% 68.8%

Source: National Statistics (2005) Annual Scottish Labour Force Survey 2004–05. The rates are based
on the working age population.

7. The unemployment rate in Glasgow in 2004 was 7.8% compared with 5.2% in the rest of Scotland
(preferred ILO measure). It is now widely recognised that this is a very incomplete measure of worklessness
because of high rates of economic inactivity, reflecting the large numbers of people diverted onto “inactive”
welfare benefits during the 1980s and 1990s. Table 2 shows that the economic inactivity rate is nearly 8%
above the Scottish level (9.4% above for men). Moreover, more than a third of people (36%) who are defined
as such in Glasgow say they want to work, compared with 30% in Scotland as a whole. This is a positive
sign of the potential for getting more people into work, although there are of course a variety of barriers in
the way.

Table 2

ECONOMIC INACTIVITY RATES: GLASGOW CITY AND SCOTLAND (2004)

Glasgow City Scotland

Overall economic inactivity rate 29.7% 21.0%
Economically inactive who want to work 36.3% 30.1%
Male economic inactivity rate 26.4% 17.0%
Female economic inactivity rate 32.9% 25.1%

Source: National Statistics (2005) Annual Scottish Labour Force Survey 2004–05. The rates are based
on the working age population.

8. Nearly one fifth (18% or 69,000) of Glasgow’s working age population are claimants of sickness-
related benefits. Another 15,000 receive the Lone Parent Premium and 16,000 are on Jobseekers Allowance
(JSA) (all at May 2005). While registered (JSA) unemployment has fallen by half since 1996 (from 32,000),
the number claiming sickness benefit has remained at a high level, with a small reduction of 4,000 between
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2003 and 2005. This has been widely welcomed as a sign of progress, but unpublished data from the DWP
on monthly flows onto and oV sickness benefit show that this fall is not attributable to any increase in the
rate of people leaving the benefit (and getting back to work, or moving onto JSA or other benefits, or
retiring), but is entirely due to a reduction in the rate of people coming onto the benefit.

9. The high level of worklessness in Glasgow has profound implications, not least for the next generation.
A high proportion of dependent children (36%) live in workless households, more than double the
proportion in Scotland as a whole (table 3). This is an important cause of child poverty, with serious
consequences for individual life chances and the well-being of communities. It is also reflected in the high
proportion of 16–19 year olds who are not in employment, education or training (the NEET group) (table
3). Just over a quarter of working age adults have low qualifications in Glasgow compared with less than a
fifth in Scotland.

Table 3

OTHER LABOUR MARKET INDICATORS: GLASGOW CITY AND SCOTLAND (2004)

Glasgow City Scotland

Proportion of dependent children living in workless households 35.9% 16.5%
% of 16–19 year olds not in employment, education or training 23.0% 13.5%
Proportion of working age adults with low qualifications 25.6% 18.5%

Source: National Statistics (2005) Annual Scottish Labour Force Survey 2004–05

3. Recent National Policy Developments

10. There have been important developments in government policy towards worklessness. Following
considerable success in reducing registered unemployment, more explicit attention is being devoted to
economic inactivity. In recent years Glasgow has had an Employment Zone and an Action Team for Jobs,
followed in 2005 by a Pathways to Work pilot and a Working in Neighbourhoods pilot, all funded by the
DWP. They all oVer more personal advice and help to prepare people for work than Jobcentre Plus. The
standardised delivery of Government programmes and the lack of flexibility in the rules governing welfare
benefits have been sources of local frustration, although some of the recent initiatives have been better.

11. The increasing use of competitive bidding to allocate resources has been another local frustration,
along with favoured treatment of private delivery organisations parachuted in with little local knowledge
or experience. This has created a plethora of parallel organisations variously funded by UK, European,
Scottish and local authority sources oVering separate services and often competing with each other to select
clients closest to the labour market, with little follow-up support. The issues raised by this quasi-market,
including disjointed services, complexity and short-term behaviour, are discussed in the next section.

12. The New Deal for Welfare promises additional assistance for local, tailored support for IB claimants
to become ready for work, delivered through an enabling partnership of public, private and voluntary
organisations working together. This chimes with local eVorts to connect Glasgow’s employment services
better by encouraging bodies that have not traditionally worked together, especially across the health/social
and employment/training sectors, to cooperate and refer clients to each other. However, the diYculties of
coordination in a city like Glasgow with such a complex network of existing organisations and programmes
are underestimated.

13. In addition, little attention is given to demand-side issues, including the scale and accessibility of
available jobs, despite the obvious fact that worklessness is highest in the places where labour demand is
weakest. The attitude of employers to recruiting people who face a range of barriers to work (including
health conditions, domestic constraints, debt, poor skills, addictions, homelessness and criminal records) is
also ignored. The need to involve employers in order to ensure that IB clients meet their employee needs is
acknowledged, but without clarifying how this is to be done and who is to lead. There also appears to be an
unquestioned assumption that it is the employer’s responsibility to provide the workplace support to enable
these people to get the jobs and then to keep them. Yet this is likely to work against IB claimants who are
at an obvious disadvantage compared with other job seekers. They are also at a bigger risk of losing their
jobs if they have an enduring health-related condition.

4. Local Policy Developments

14. Glasgow has a deserved reputation for innovation in employment policy, including Intermediate
Labour Market (ILM) programmes and local development companies that operate a range of work
experience, training and job access schemes. Many local initiatives have emerged in an incremental, bottom-
up manner—often responding to gaps in mainstream services—rather than as part of an overarching
strategy. The resulting patchwork of services has both strengths and weaknesses. A mapping exercise
identified 125 organisations and 325 individual projects and programmes delivering employment services in
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the city, with at least another 11 relevant organisations that did not respond (Glass et al, 2005). This was
the first attempt to assess the city’s employability “infrastructure”, and it generated some important findings
about the nature of these services and the diYculties of alignment.

15. Moving people towards or into employment was the primary goal of 61% of the 125 organisations.
The rest were mainly concerned with delivering services which contribute to a process of enhancing
employability, through positive activity, personal development, etc. Just over half (52%) of the 125
organisations had a city-wide remit, while the rest were confined to smaller areas. The balance of activity
was heavily skewed towards preparing people for work (through skills and job search), rather than initial
engagement (or “outreach”) and in-work support. Just over a third (36%) of clients were on JSA compared
with only 15% of Glasgow’s workless population being on JSA. Two-thirds of projects were on short-term
funding, which was a serious source of insecurity and undermined capacity building and staV development.
Performance indicators were dominated by crude numbers of clients and people moving into jobs or
training. There was little consideration of how eVectively the organisations were reaching out into the
workless population, nor of the progression clients may have been making short of actually getting a job.
We refer back to these important points later.

16. There are two main kinds of employability project. The first category covers specialised services
aimed at people who are a long distance from the job market and who face complex barriers in getting back
to work. They include projects run by public health and social care organisations that provide assistance
to people with drug and alcohol addictions, learning disabilities, literacy and numeracy problems, physical
disabilities, mental illnesses, homelessness or ex-oVenders. Historically, these projects have tended to
provide a wide range of personal support and to be relatively self-contained, with little emphasis on
progression towards work. They have not seen themselves as part of a wider network of employability
services in which clients are referred on to other bodies. They often have limited expertise at engaging
employers and little awareness of the labour market. In recent years there has been an increase in the number
of such projects and more eVorts made by many of them to begin to prepare people for work.

17. The other broad category focuses on employment and training services for people who are closer to
the labour market and do not require such intensive support. They range from projects geared to people
who are registered unemployed and relatively job-ready to those requiring a variety of forms of assistance.
These schemes tend to be connected better to labour market opportunities and more successful at placing
people in work. As registered unemployment has fallen in recent years, many of these organisations have
sought to engage people who are further from the labour market and who therefore need greater support.
It has been a big challenge to reach out into deprived communities to involve people who are quite
disaVected and demoralised. Organisations clearly based within particular neighbourhoods tend to be better
placed to do this. For example, Glasgow’s network of local development companies employ about 600 staV
and spend around £28 million on employability services each year.

18. The growing complexity of employment services in Glasgow, with the potential for confusion,
duplication and unproductive competition for resources, clients and employer vacancies, has given rise to
several initiatives that seek to coordinate activity. The Welfare to Work Forum was established in 2003 to
bring together the work of Scottish Enterprise, Jobcentre Plus, Glasgow City Council, Scottish Executive
and other bodies. At its heart is a multi-agency steering group coordinated by Jobcentre Plus that meets
every few months and is responsible for maintaining communication between key organisations,
formulating broad objectives and pursuing a joint action plan. The Forum itself is a large and relatively loose
umbrella group that has met on seven occasions to exchange information and good practice. Its aspirational
targets (since it has no dedicated powers or resources to act itself) are:

— to reduce the overall number of working age people claiming key benefits in Glasgow by 17,000
by the end of 2007 and 35,000 by the end of 2010;

— to reduce the flow onto key benefits by 10% by the end of 2007; and

— to enable more young people to move into education, training or employment rather than
inactivity.

19. It is a very inclusive arrangement and the only opportunity that exists in the city for funding bodies
and service providers of all kinds to meet together periodically. Consequently, Forum meetings have proved
very popular, with some 200 people typically present. It is a useful opportunity for sharing information,
although its strategic capabilities are inevitably limited by its scale and structure.

20. The Glasgow Equal Access Partnership, with its Equal Access to Employment Strategy (EAS) is a more
direct attempt coordinate and shape activity, particularly to connect many of the specialised health and
social care programmes with employment and training services in the city. This is a highly ambitious agenda
and no other city in the UK is attempting something similar. Work on the EAS began in 2002 with the
growing recognition of a common interest between the health, social inclusion and economic development
agendas in the city. The growth in jobs and the reduction in registered unemployment meant that employers
were suggesting that the local labour market was becoming tighter. Consequently, policy-makers believed
that getting more workless people ready and available for work was becoming important to sustain the
growth of the economy. There was also increasing recognition among senior health and social service
professionals that paid work confers important material, physical and psychological benefits for people and
that it was becoming a more realistic option with the growth in local job opportunities.
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21. The Equal Access Partnership began on the basis of a dialogue between the local health board and
two departments of Glasgow City Council—social services and development and regeneration services. It
subsequently expanded to include Jobcentre Plus, Scottish Enterprise Glasgow, the Scottish Executive,
Careers Scotland, further education colleges, local development companies and Enable (a voluntary
organisation for people with disabilities). It has a budget of nearly £1.3 million for 2005–06 made up of
contributions from the city council, EU and the Scottish Executive. Its main target is to help 500 people
with health and social care needs into work in 2005–06 and 1,500 in the following two years. In addition the
Partnership seeks to align diVerent organisations more closely and improve operating practices in order to
ensure a more eVective delivery infrastructure. Although it has a delivery budget, the main focus of Equal
Access is strategic, ie realigning millions of pounds in mainstream health, social care, employment and
training programmes, combined with major change in organisational practices.

22. Improving the linkage between health/social care services and the labour market is believed to require
major cultural change and enhanced training of front-line staV in order to ensure that employment features
as a clearer possibility for their clients. It also requires employability agencies to extend their client caseloads
to people furthest from the job market. And all organisations are expected to specialise rather more on their
core strengths and to refer clients more consistently to better-qualified organisations in other parts of the
support network, with a tracking system for transparency and progress monitoring. One of the many
secondary objectives of the Partnership is to shift the balance of resource allocation over time from the
current perceived over-emphasis on work preparation towards more support for initial client engagement
and subsequent in-work assistance to help improve job retention and progression. Overall, Equal Access
clearly represents a bold and long-term agenda of institutional change.

23. A rather diVerent, more bottom-up method of linking services is the Full Employment Areas Initiative
(FEAI). In essence it involves “community animators” working through social and kinship networks in
deprived neighbourhoods to identify and engage people who are economically inactive, and then guiding
them through the support system and hopefully into jobs. There is a strong community development and
outreach ethos in the approach, which inevitably takes time to get established. The community animators
need to accumulate knowledge of local networks, build trust with individuals and their families, and then
mentor them through the services that can help them to overcome the barriers holding them back. It is a
labour intensive process requiring continuing support over an extended period, often for several members
of the same household at the same time to address interdependent issues. The animators have experience of
worklessness and need to have skills in advocacy, mentoring, befriending, challenging and empowering.
They are all former long-term unemployed people themselves and therefore have first hand knowledge of
the very real problems and challenges people face.

24. Phase 1 of the FEAI began in 2002 with a three-year budget of £0.7 million to cover three small areas
of the city with 1500 households altogether. Glasgow City Council sought government approval at the same
time to pilot some benefit flexibilities for people getting jobs in order to increase the incentive for them to
remain in work (eg allowing certain benefits to run on and be phased out rather than suddenly ended on
job entry), but the Treasury refused. The FEAI proceeded anyway and a positive evaluation by external
consultants in 2004 resulted in the initiative being doubled in size for phase 2 to cover nearly 3,500
households over the period 2005–08. The underlying aim is to learn vital practical lessons for wider
application about what is required to get workless people into work. There are political pressures to expand
the programme quite quickly, although those involved are keen on a more gradual extension in order to
accumulate suYcient experience for genuine learning and capacity building.

25. In terms of practical results, some 1,000 workless people have been engaged in the process to date,
600 of whom wanted to work. Most of them were from “hard to reach” groups who would not have
approached any agencies on their own. Nearly 400 of these have had a positive outcome, including over 300
who got jobs. The external evaluation found that some of the key strengths of the scheme were:

— Its informal, open-ended and non-judgemental approach, and its independence from all other
agencies, which ensured it was seen to act completely on behalf of the individual.

— The person-centred and community-based method of working building on networks of family
and friends.

— The use of animators from backgrounds to which people could relate.

— Who developed relationships with service providers that ensured more responsiveness to clients.

26. The expansion of these projects partly reflects the fact that tackling worklessness has been top priority
in Glasgow City Council’s annual budget round since 2003. Worklessness and addictions are also the two
top priorities of the five-year Community Plan approved by Glasgow’s new Community Planning
Partnership. In 2005, the new city council leader Steven Purcell reaYrmed that worklessness was top of the
agenda and towards the end of the year he appointed a new Social Inclusion “Czar” to spearhead local
eVorts in this respect. One of the first outcomes was a decision in March 2006 to create a new Employability
Unit made up of staV and associated budgets from the City Council’s development and regeneration services
department and Scottish Enterprise Glasgow. The new Unit will bring together an annual budget of about
£16 million and 30 staV from the city council and £26 million and 30 staV from SEG. Initial plans were also
to try and align the even more substantial Jobcentre Plus resources with the activities of the new Unit.
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5. An Assessment of Recent Policies and Issues Arising

27. It is clear that there have been important shifts in the scale and nature of eVorts to tackle worklessness
in Glasgow since 2000. These have gathered pace within the last year or so. This partly reflects greater
coincidence of objectives of diVerent public and private organisations at national and local levels. It includes
recognition of the need to extend employment programmes to people who are economically inactive, but
who want to work and/or are capable of working. Public health, social services and economic development
agendas have also come closer together around the benefits of getting more people into work. Consequently,
additional resources have been made available to support employment projects, although the attempts to
use existing resources more eVectively are more significant, through better coordination and stronger
linkages between health, social care, training and employability services.

28. There has been increasing recognition of geographical variations in employment needs and
opportunities, resulting in a stronger focus on cities. There is also more willingness to acknowledge the scale
of the challenge of closing the employment gap between places like Glasgow and the rest of the country. The
value of a more flexible, personalised approach to employment services is now widely understood by policy-
makers, at least in principle. Translating this objective into everyday practice on the ground is still some way
oV. The importance of partnership working to connect support services is also acknowledged, although the
complexities of institutional reorganisation and alignment of national funding streams are less well
understood.

29. Emerging reforms in the welfare benefits system could help to address some of the obstacles people
face in returning to work, although the existence of other factors should not be ignored by focusing on
benefits. Local practitioners believe that the benefit reforms should go further because people on inactive
benefits often require a bigger incentive to accept entry-level jobs. One way of achieving this would be
through a graduated phasing out of housing benefit and council tax relief when people start work, rather
than the current complex tax credit system. People also need stronger assurances that accepting insecure and
low waged employment will not jeopardise their benefit status if they are unable to sustain their jobs and
need to go back onto benefits. The proposed two year “linking period” seems useful, whereby if people come
oV benefit and take a job but it does not work out, they can go back to their previous benefit position without
having to reapply. There has been less progress with reform of housing benefit. The “16-hour rule” limiting
the permitted activities for people on benefits is widely perceived to be another stumbling block, as are the
many complex national rules and regulations governing the eligibility of people for diVerent employability
services. These are confusing to clients, advisors and employers, and undermine the provision of a universal
service that treats people as citizens instead of boxing them into categories.

30. Despite clear signs of improvement in labour market conditions and a series of new initiatives, there
remain outstanding challenges and dilemmas for policy-makers. The large gap in employment rates between
Glasgow and the rest of the country, together with the apparent lack of success to date in getting more people
on sickness and related benefits into work, caution against any complacency. With a positive national
framework being put in place and the promise of more local control over employment programmes, this is
an opportune time for a bold, strategic approach rather than tinkering with existing arrangements.

31. A fundamental challenge is to ensure eVective alignment of supply- and demand-side policies in the
city. A twin track, joined-up approach to economic development and employability is vital, tackling job
shortfalls and mismatches in terms of skill, attitude and location. EVorts to create jobs need to proceed
hand-in-hand with improvements to employability services in order to build understanding and practical
linkages between employers and intermediary organisations. This requires greater dialogue at both strategic
and operational levels. The successful jobs machine of the last decade needs to be sustained to increase the
pressure of demand for labour and thereby enable progressive inroads to be made into current levels of
inactivity. Creating employment opportunities with a broad occupational and skill profile is also important
to meet the diverse capabilities and aspirations of the jobless population. Explicit government support for
local eVorts to integrate recruitment expectations into contracts for major regeneration and construction
projects would be helpful.

32. Recent government policy statements have devoted much attention to the coordination of
employability organisations. This is important, as we consider below, but there has been insuYcient
consideration of the scale and type of employment and training services needed, bearing in mind the
composition of the workless population and the distinctive issues and obstacles faced by diVerent groups.
Given the high profile attached to reducing economic inactivity, it seems important to undertake a
systematic assessment of the nature of the challenge and the most eVective practical responses.

33. Do public bodies really understand the fears, capacities and aspirations of this large and diverse
section of the population? Are current employability services equipped to respond in a sympathetic and
supportive manner to the reality of their everyday existence and expectations? How many want to work and
what exactly is holding them back? What kinds of work are people genuinely interested in and capable of
doing? What are the potential “hooks” or interests people have that could help to remotivate those who are
disillusioned or disaVected? What are the diVerent hurdles that people face and what circumstances need to
change for them to get jobs?
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34. Particular initiatives do explore what it is like to be unemployed and aim to make mainstream
agencies more sensitive to such considerations. However, a concerted employability strategy really requires
a more comprehensive and quantified analysis. A sound evidence base for policy-making is vital given the
formidable challenges faced and raised expectations about what might be achieved, including the national
targets to reduce incapacity benefit claimants by a million by 2016 and achieve an employment rate of 80%,
and the local target to reduce inactive benefit claimants by 35,000 in Glasgow by 2010.

35. A thoroughgoing assessment of the realities of worklessness would make a big contribution to the
new City Strategy, including a detailed breakdown of the 100,000 people on inactive benefits according to
individual needs, capacities and aspirations. Some people may only seek or be capable of part-time work,
others voluntary work or other meaningful activity which could nonetheless be therapeutic and transform
their quality of life by helping them to overcome an illness, addiction or homelessness. Some may aspire to
further education rather than an entry-level job, so all sorts of outcomes should be accepted as positive if
people are to move oV welfare, and be rewarded accordingly. The pace at which people can progress towards
the labour market and the routes they need to follow will vary greatly. If the direction is wrong or the
transition too quick for some of them to cope with, their disability, self-esteem or other condition may
experience a setback. People should therefore have choices about their pathway to work and about the speed
at which they progress along it. Sensitivity to individual needs and flexible responses are vital, especially for
those who are most vulnerable. The practical implications of this are insuYciently understood by national
decision-makers.

36. It is also important to examine the capacity of employability organisations to address the needs of
diVerent groups. Is there an adequate match between the scale of need and the level of service provision for
each of the relevant groups? Are the services accessible to the target population in terms of location, timing
and positive ethos? Is suYcient eVort made to identify and engage people who may be wary of statutory
employment services and who fear loss of benefits? Is the quality of service suYcient to overcome the stress
people may feel about embarking upon a big change in their lives? The targets of most organisations are
dominated by client throughput and entry into jobs. Day-to-day pressures mean little capacity to consider
the level of penetration among the target population. So we don’t really know the extent to which
employment services are scratching the surface of particular groups and skimming oV those most motivated,
or whether there is suYcient, in-depth support for people at diVerent states of work-readiness.

37. There are also concerns about the follow-through relationship with employers. The challenge is partly
about clarifying the linkages and “decluttering” the competition for vacancies. It is also about mutual
understanding—of employer requirements for workers with appropriate skills and attitudes, and of the
needs of disadvantaged job seekers for healthy, safe and supportive working environments. There is much
to be done to open up recruitment procedures within the public sector as well as the private, and to reduce
discrimination against people with particular disabilities or unusual backgrounds.14 There is also a need for
ongoing support and training to help those at risk of losing their jobs and to enable people to progress in
employment to reach their full potential. The providers of specialist employability services may have a lot
to oVer employers in terms of advice and support for health rehabilitation and workplace adaptation.

6. Conclusions and Recommendations

38. There is an enormous challenge to coordinate employment services in Glasgow. It partly involves the
key funding bodies—Glasgow City Council, Glasgow Health Board, Jobcentre Plus, Scottish Enterprise
Glasgow, Scottish Executive and European programme managers—working together to steer the support
network eVectively. Evidence of poorly connected services, duplication, unproductive competition and
confusion over roles and responsibilities needs to be addressed. This is linked to a broader problem of short-
term and disjointed funding, which creates big uncertainties and high transaction costs. Mainstream
organisations in Glasgow have embarked on an ambitious process to connect health, social services and
employment and training services in a way that goes beyond what other UK cities are seeking to accomplish.
It is vital to sustain, extend and accelerate this eVort. New government initiatives need to be carefully aligned
with existing funding streams rather than bolted on in a way that simply adds to the organisational
complexity and administrative costs.

39. A strategic approach to the city’s employability infrastructure should include:

— A long-term plan for employment services, including greater clarity about the intended outcomes
for diVerent groups—how many might expect to obtain and retain paid work within a set period
and what other positive outcomes are acceptable?

— An objective assessment of the support required to achieve these outcomes, and the balance
between diVerent services (initial engagement, personal development, work preparation, job
search and support in work).

14 “Working for Health in Greater Glasgow” (WHIGG) is an example of good practice in terms of recruitment from the workless
population by a major public sector employer. It was developed by the Greater Glasgow NHS Board with support from
Scottish Enterprise Glasgow and Jobcentre Plus. After successful piloting it is being scaled up to provide several hundred
training places a year.



3500383006 Page Type [O] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Work and Pensions Committee: Evidence Ev 155

— A vision of the appropriate architecture of service delivery, including the balance between area-
based and thematic provision, and between support that is specific to particular groups or more
generic.

— A view of the number and size of support organisations considered eYcient and eVective. This
partly depends on whether the favoured approach is deliberately managed or dispersed with lots
of small organisations finding their own niches (see below).

— An eVective means of information sharing in order to facilitate and monitor client referral between
organisations, supported by a clear protocol to ensure routine cooperation and a steady
progression of people towards work. A good tracking system is also vital for intelligence gathering
and learning about what works best in getting people back to work.

— A means to demarcate the functions and jurisdictions of diVerent organisations so that they are
clear about their respective roles, target groups and areas. Funding systems need to recognise and
possibly incentivise coordination.

40. Underlying these issues is a basic choice between an essentially decentralised approach or a more
closely planned and coordinated city-level framework. The former is more of a bottom-up, quasi-market
arrangement with organisations operating autonomously. Small-scale projects have discretion to
experiment and find their niche. Improvements in service quality come from trial and error. Robust
monitoring and funding systems are needed to ensure that successful projects are imitated and rolled out to
extend good practice, while the rest are revamped or discontinued. Systems are also required to put clients at
the heart of the process, perhaps through funding streams that follow their progress or independent personal
advisers to guide them through the support network to access whatever help is required. Otherwise
competitive pressures, targets and accounting procedures may distort good practice. Organisations might
be funded on the basis that there is clear evidence of demand for their services and that they deliver positive
outcomes, with sophisticated measurement systems to capture the range of desired eVects. Given
competition between agencies for resources and clients, some gaps and duplication in provision are
inevitable. Timely evidence of project eVectiveness is needed to reallocate resources eYciently, coupled with
central decision-makers having the will to take diYcult decisions.

41. This is a possible extension of the approach that has tended to prevail in Glasgow to date, although
without features such as a client-centred approach, comparative evidence of project eVectiveness and
cumulative learning about “what works” across the network. Whether it would be possible in practice to
achieve a dynamic system of this kind that delivers high quality services in a coherent fashion is unclear given
the complexity of the challenge. Probable limitations include the ever-present tendency to short-term
behaviour, weak links between services, uneven provision with excessive clutter around the simplest or most
rewarding services, and consequent confusion for clients and employers about who does what, where and
how.

42. The alternative approach relies on a more definite overall framework within which organisations
operate in order to move the whole system onto a more systematic basis, in the process ensuring greater
clarity and consistency, and limiting overlaps and gaps in provision. It implies a deliberate plan of who does
what, where and how, based on clear objectives and targets, a sound evidence base identifying the scale and
nature of provision required across the city, and proven mechanisms for delivering eVective services on the
ground in diVerent neighbourhoods and for diVerent groups. A more coherent approach to employer
engagement is one of the benefits, with responsibility for this restricted to a limited number of city-wide
organisations with the accumulated contacts and negotiating experience to make a real diVerence to the
recruitment prospects of disadvantaged groups.

43. Some reorganisation of support services is inevitable, whether through alliances, mergers or
reconstitution. Close cooperation and practical links between specialised providers are vital for
transparency and permeability. DiVerent services are available for people in diVerent circumstances, based
on accumulated knowledge of what works. People’s routes towards work are carefully planned, managed
and tracked through the support system, recognising that individual needs, capacities and motivation vary.
There is an assumption that it is possible to define alternative pathways to work, to allocate funding
accordingly and a requirement that organisations routinely refer clients on to achieve a seamless service.
There is also an assumption that funding streams can be aligned at the city level with joint systems of
procurement to ensure consistency and to reduce complexity. High-level commitment at national and local
levels is required to shape the support network into a more coherent system.
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September 2006



3500383007 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 156 Work and Pensions Committee: Evidence

Memorandum submitted by Skill

Introduction

Skill: National Bureau for Students with Disabilities is a national voluntary organisation that promotes
opportunities to empower young people and adults with any kind of disability to realise their potential in
further, continuing and higher education, training and employment throughout the United Kingdom. Skill
works by providing information and advice to individuals, promoting good practice and influencing policy
in partnership with disabled people, service providers and policy makers.

Skill welcomes the Work and Pensions Select Committee inquiry into the Government’s employment
strategy. The Government’s aim of 80% employment is an ambitious target but one which can be achieved
if people on benefits have the appropriate support and development opportunities to find and sustain work.
In our written submission we address the impact of the key issues the Select Committee have highlighted
with particular reference to disabled learners and suggest recommendations for the Committee to consider
as part of the inquiry.

On the basis of the current scope of inquiry, Skill has addressed disability in terms of multiple
disadvantage concentrating on the combination of disability and ethnicity or age and how this aVects
people’s equity and opportunities in the open labour market.

Summary of Main Points for the Select Committee

— Skill would recommend that the Work and Pensions Select Committee’s selection criteria for the
focus of the inquiry may be too narrow and should be widened to include disabled people.

— Multiple disadvantage stops many disabled people from entering the labour market and a
combination of raising skills through education opportunities and more employment support is
needed.

— The Government should commit to making education a key part of employment programmes and
understand that it is key to achieving sustainability.

1. Broaden the focus of the inquiry

The Work and Pensions Select Committee’s call for evidence specifically targets lone parents, people aged
50! and ethnic minorities. Skill would suggest that the Committee should amend this focus because in order
to meet the 80% target, the Government must support a considerable number of economically inactive
disabled people into the labour market and therefore issues surrounding disability cannot be overlooked.

Skill would suggest that if the Government is to meet its aim of 80% employment, it must look to develop
programmes that can target the needs of all groups, and recognise that many people experience multiple
obstacles to work, potentially facing race, age and disability related barriers. Furthermore, by examining
some groups and not others the Select Committee is unlikely to address the overall aim of the inquiry. The
exclusion of disabled people, who are the key target group of incapacity benefit (IB) reform, is liable to create
significant gaps in the overall findings and subsequent recommendations of the inquiry.

2. Barriers to work

For many unemployed or economically inactive people, the main barriers to work are low skills, low levels
of employability, low aspirations, limited work experience and employer perceptions.

For the 40% of disabled people who have no qualifications,15 low skills can be a significant barrier to
participation in a competitive labour market. In order to achieve the 80% employment rate aim, the
Government must not only help people with low skills to find work but must also help them to sustain and
progress in employment. Skill would suggest that the DWP ensure that employment programmes recognise
education and learning as work-related activity that can not only help to improve skill levels but also to
improve benefit recipients’ confidence and overall employability.

3. Multiple disadvantage

Disability and ethnicity

Where the disadvantages of being disabled are compounded by other factors such as ethnicity or age, a
person’s ability to find and sustain meaningful work becomes increasingly diYcult.

Skill’s Aasha project16 examined the under-representation of people from South Asian backgrounds in
post-school learning. Researchers interviewed post-16 learners from a South Asian ethnic background and
discussed their learning experiences, their aspirations and their future plans for work. The study highlighted

15 Skills in the UK: The long-term challenge The Leitch Review of Skills Interim Report, 2005.
16 Aasha: working with young people with a learning diYculty from a South Asian background. Skill: National Bureau for Students

with Disabilities, 2003.
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the very small numbers of people from this cohort who actually found employment. In some cases, the
barriers to succeeding at work resulted from a lack of information and appropriate support into
employment. In order for the Government to meet its 80% employment rate target, employment and
education policy need to be complementary so that people facing multiple barriers to work have the
opportunity to improve their skills and the support to utilise these skills in the work place.

Disability and older people

For disabled adults over the age of 50, the double disadvantage of age and being disabled can similarly
aVect their chances of finding work. Older people are more likely to claim unemployment or incapacity
benefits for longer. Six out of 10 50-year-old men who claim incapacity benefit for a year go onto claim for
a further 15 years—until state pension age.17 Women reach state pension age sooner but are even less likely
than men to leave the benefit in the meantime. Even for those older people who leave incapacity to find work
the barriers can continue, particularly if they have low skills. Among people over 50 who want to work, six
out of 10 have low skills.18 Without qualifications and skills, many people find the only work available to
them is low skilled and low paid as they are “priced out” of the sustainable jobs market. In order to address
this issue, it is crucial that government policy recognises the need to embed learning opportunities into
employment programmes and the fact that this requires a cross-government approach to achieve this.

The recent further education White Paper suggests that the Department for Education and Skills (DfES)
and the Learning and Skills Council (LSC) are beginning to think seriously about how further education
policy can help to meet the aims of the welfare reform and skills agenda. This is a positive move that needs
to be reciprocated by the Department of Work and Pensions through recognition of the fact that sustainable
employment for economically inactive disabled people, particularly those with multiple barriers, can only
be achieved by improving their competitiveness in the labour market.

September 2006

Memorandum submitted by Remploy

Forward

We are very pleased to have this opportunity to present our views to the DWP Select Committee on how
the Government aims to achieve its target employment rate of 80%.

Remploy has substantial experience in enabling disabled people to work with a range of employers in the
mainstream labour market, placing 4,500 disabled people in employment last year.

As the largest provider of the WORKSTEP programme (including delivery in Pathways to Work areas)
and one of the original and largest deliverers of NDDP, we have gained a real insight into how to enable
disabled people to work, realise their career aspirations and what support they require in employment.

We support many of the ideas suggested in both the Governments welfare reform agenda and its Further
Education reform proposals, but believe the opportunity exists to go much further, particularly if we are to
achieve 80% employment.

We are concerned that not enough attention is given to the needs of disabled people, or the barriers to
employment they face, in this enquiry, given the focus upon lone parents, people aged 50! and ethnic
minorities. The disadvantage faced by each of these groups, if they are disabled or have a long-term health
condition doubles, significantly increasing the probability, they will remain unemployed, or lack the
necessary skills required to enter the labour market.

We are committed to maximising the number of disabled people we support into and within work, with
a target of 20,000 job entries in five years time. We believe we have the capability to make a major
contribution to the 80% objective and the reduction in numbers of Incapacity Benefit (IB) claimants.

It is against this background that we make our comments and proposals.

We would welcome the opportunity to attend the inquiry and expand on the points we have made in our
evidence.

Introduction

1. We believe that the 80% employment rate aspiration is extremely challenging, but is achievable as a
whole, although on current trends it will take up to 12 years. However, this masks huge variations across
the sexes, age range, geographical areas, skills and ethnicity. Where disability is also a factor, the barriers
to employment are substantially magnified:

17 Nomis 2004.
18 Labour Force Survey 2002–04.
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2. For non disabled people, the 80% target has already been achieved in most areas, but the situation for
disabled people is substantially worse:
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Barriers To Employment

1. The issue is not a lack of jobs, but the removal of the barriers that stop someone working. One of those
barriers is a lack of skills (eg 33% of employers in the West Midlands cite skills gaps as a barrier to growth).

2. The lack of skills in the UK is cited as a major cause for concern, we need to improve the productivity
of the UK and IB claimants represent a relatively untapped pool of labour that could be developed to meet
employer needs. The lack of suitable skills and qualifications issue is one that is key for disabled people and
its resolution must play a major part in growing employment rates. A comparison between employment
rates and qualifications, for disabled and non disabled people, is given below:
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3. Many people develop health conditions later in life. This may require the person to retrain, or
undertake learning at an older age. The emphasis of funding proposed in the Governments FE White Paper
discriminates against these groups, with funding focussed at those aged 25, or under.

4. The link between learning and skills and employability is critical. Disabled people, individuals with
health conditions and those with multiple disadvantages, must be equipped for work, but the two areas often
work independently, driven by the diVerent objectives of the Learning and Skills Council (in England) and
Jobcentre Plus.

5. The approach to equipping disadvantaged people for work has to change radically. We need to bring
the learning and employment agendas together to ensure disadvantaged people have the right skills for
work.

6. The FE system must gear itself towards meeting the skills and capacity requirements of employers.
There is limited benefit in equipping people with skills or qualifications that will not enhance their
sustainable employability. Job outcomes are not viewed as core for people in FE colleges.

7. A more co-ordinated approach to continuity of support and provision for disabled people through the
system is needed—more eVort into getting disabled people into education and training then employment on
a seamless process. This can provide development solutions for IB claimants and help join up the overall
process to ensure disabled learners do not progress onto benefit in the first place. This requires the provision
of a brokerage service and is an area where Remploy can make a significant contribution.

Effectiveness Of DWP’s National Employment Programmes

8. Some candidates need medium to long-term development solutions to help them reach the point of
being job ready, particularly those furthest away from the Job Market. More long-term support, than that
provided by existing programmes, needs to be provided for those with complex needs, particularly those
with learning disabilities and those with mental health problems.

9. We endorse extending the support oVered via Pathways and believe that we have a key role to play.
For example, we have achieved an 88% increase in job entries in Derbyshire this year. However, many of
those with the most complex support needs such as those with mental health problems and learning
disabilities risk losing access to this support as many will have been screened out through their personal
capability assessment (PCA).

10. The Personal Capability Assessment must focus on what the person can do and not on what they
cannot, and not assume that the person cannot undertake work of any kind. A Pathway to Work evaluation
stated over 37% of candidates are screened out of the process by the PCA, due to their disability or health
condition. We must break away from the view work is not part of an individual’s rehabilitation and that
certain conditions are seen as making work unsuitable for that individual.
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Area-Based Variations

11. Local delivery is the key to sustained success.

12. Partnerships need to deliver to agreed standards and targets, that are clear, incentivised, and focused
on sustained job outcomes.

13. We strongly support a private/public/voluntary partnership approach, not just in cities, but in
general, and follow this approach ourselves, demonstrating that it works.

14. This approach must work across government departments, as well as with the private/voluntary. LSC
seems to focus on qualifications and Jobcentre Plus on short-term job outcomes. This must change, and both
work together to build sustainable employability. This will be a critical factor in the “Cities Strategy.”

15. We have developed a Vocational Pipeline employment model, to get more people into work, and keep
more multiple disadvantaged people in work. Working with employers to identify the key employment and
vacancy trends in a local area, then focus on those “vocational pipelines” that demonstrate the greatest
potential to provide sustainable work (eg Warehousing and logistics, retail, admin etc). We develop
programmes to facilitate people moving into those sectors of the economy. This “demand led” partnership
with employers is critical, as we cannot divorce activity with disadvantaged groups from real world
economics. It is not a “one size fits all” approach as it provides a wide range of roles within a vocational
pipeline and still focuses on the needs of the individual.

Provision Of Services

16. The referral process for some individuals with multiple disadvantages can be complicated. Speedier
access to provider support could encourage people on Incapacity Benefit to engage in more meaningful
job-search.

17. The network of local branches across the UK that Remploy is developing will have a key role in
providing job search facilities, support, and training in locations that are convenient for candidates and
employers, and are close to Jobcentre Plus.

18. The purpose of the WORKSTEP programme is to help those with more significant disability related
barriers to find and sustain work. Remploy shows that WORKSTEP can deliver large numbers into work
(2,415 in 2004–05 at a cost of c.£3,500 per person), but more could be done.

19. IB Personal Advisors need to be more aware of the cost eVectiveness of the programme and that it
can deliver jobs in open employment. Significant savings could be made versus other programmes.

20. There needs to be greater freedom to oVer WORKSTEP to support people in part time jobs of less
than 16 hours a week.

Job Sustainability

21. Achieving a job entry is not enough; sustainability must be built into the required contractual
outcomes.

22. Early intervention is key, for retention and sustainability. Vocational rehabilitation needs to be built
in to absence management programmes.

23. Creating a specialist brokerage service for disabled people, linking together disabled learners,
learning providers and employers in would enable the benefits of learning to be maximised and lead to higher
levels of sustainable employment.

24. Remploy has demonstrated that sustainability can be achieved across all levels and types of disability,
with a 60% sustained success rate after six months and over 50% still in employment after four years.

25. Adopting an employer demand led approach is key. The Remploy model of working with “vocational
pipelines” ie focusing our attention on working with employers, identifying their core skills requirements
and employment needs, and then matching the individual candidate to those needs, is proving to be highly
successful and is enhancing sustainability.

September 2006

Memorandum submitted by ERSA

Executive Summary

— ERSA has considered the role of the private and voluntary sectors in welfare to work programmes
and how the Welfare Reform Bill might aVect these sectors in helping to achieve the Government’s
80% employment target.
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— ERSA supports contracting out to the private and voluntary sectors and welcomes the fact the Bill
makes provisions for a greater role for them. There are still areas of concern for the private and
voluntary sectors that the Bill has not addressed which may in turn have an impact upon the
likelihood of meeting the target.

About ERSA

1.1 ERSA is the representative body for providers of publicly funded employment programmes. It aims
to raise the profile of the provider network with interested parties, and constructively engage with
Government and other policy-makers on issues aVecting its membership.

1.2 ERSA’s membership consists of both private companies and not-for-profit organisations, ranging in
size from small organisations to some of the largest providers in the UK.19 ERSA’s members collectively
represent a significant proportion of the sector with over 50% of Jobcentre Plus provision spend going to
ERSA members.

1.3 Government policy and initiatives in welfare to work are delivered by ERSA members, making them
integral to the process of achieving the 80% employment rate.

The Welfare Reform Bill

2.1 ERSA welcomes the Committee’s inquiry to look at how measures proposed in the Welfare Reform
Bill will impact upon the 80% employment rate target.

2.2 ERSA intends to comment on the area of interest defined by the Committee as, “the provision of
services by, and the contracting out of functions such as work focused interviews to, the private and
voluntary sectors.”

2.3 ERSA supports the increase of the delivery of employment services by the private and voluntary
sectors. The success of the private and voluntary sectors in delivering New Deal for Disabled People and
Employment Zones has encouraged the Government to make greater use of independent providers and
proves that these sectors have the capacity and expertise necessary to obtain successful outcomes.

2.4 DWP research has shown that NDDP job brokers spent more time with customers and provided a
more in-depth, flexible service being independent of governmental systems.20 In the Welfare Reform Green
Paper it was commented, “independent evaluation shows that they [private and voluntary sectors] achieve
significantly better job outcomes than Jobcentre Plus does with comparable clients.”21

2.5 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. This is particularly relevant given that Pathways
is a mandatory programme. Rightly or wrongly, some individuals are uneasy with working with Jobcentre
Plus and so will attain better results with independent providers.

2.6 Private and voluntary sector providers can oVer specialist and expert provision and are particularly
eVective when dealing with the hardest to help. These individuals may fall into the groups that the
Committee has chosen to examine in this inquiry and most have multiple and complex support needs. Many
organisations have built up a specialist network of staV and knowledge that gives them an advantage when
dealing with hardest to help customers and helps to tailor the service directly to the needs of the client. By
making in-roads into this group, it helps to move towards the target of an 80% employment rate. Thus the
role of the private and voluntary sector is crucial here.

2.7 The provisions in the Welfare Reform Bill for increased involvement for the private and voluntary
sectors will therefore assist the Government in achieving its aim of an 80% employment rate.

Recommendations

3.1 ERSA believes that essential to achieving the 80% employment rate is the engagement of employers
in working towards the target. If larger numbers of people with disabilities or lone parents for instance, are
entering the workforce, employers need to be flexible and adapt to their new employees needs and provide
appropriate support. Although the Government has signalled that they will engage employers in the process,
no detail has been forthcoming on this issue and the Committee may wish to examine in further depth how
the Government propose to do so.

19 ERSA’s membership as at 19 September 2006: A4E, Agens, Breakthrough UK, Carter and Carter Group, DISC, Employment
Opportunities for People with Disabilities, Enham, Inbiz, Instant Muscle, Maatwerk, Mencap, OSW, Papworth Trust, Pecan,
Pluss Organisation, Rathbone, RBLI, Reed in Partnership, Regenerate Glasgow, Remploy, RNIB, RNID, Salvation Army,
Seetec, Sencia Group, Shaw Trust, TNG, Tomorrow’s People, Turning Point, Working Links, WTCS Ltd, YMCA Training.

20 New Deal for disabled people: An in-depth study of Job Broker Service Delivery, 21 June 2005.
21 A new deal for welfare: Empowering people to work, January 2006.
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3.2 Much of the information following the publication of the Bill of the exact role of the private and
voluntary sectors came through a Ministerial Statement on the Pathways roll out. “In October 2007, private
and voluntary sector providers will start to help to deliver the pathways service, extending to the remaining
60%. of new and repeat IB customers by April 2008. We will use providers because our good partnership
working with them on other initiatives has shown to be very eVective, particularly when we oVer them
outcome-based contracts and payment by results. Providers will engage with customers after their initial
work-focused interview.”22

3.3 Despite the success of the private and voluntary sectors outlined above, the first work-focused
interview in the Pathways programme will still be delivered by Jobcentre Plus. 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 diVerence 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.

3.4 The process of procurement still needs to be addressed in order to make the most eYcient use of the
private and voluntary sectors. The model being put forward for Pathways is the prime contracting model
previously used in the New Deal tendering rounds. Although ERSA recognises this model attempts to
simplify the management of contracts, we have serious concerns that it does so at the expense of diversity
of provision and therefore risks losing the specialist and tailored services that the private and voluntary
sectors have used to move people into employment. In addition, a significant payment remains payable up-
front rather than upon results, contrary to the evidence that payment by results improves performance. It
should be noted that procurement and contracting models are areas which profoundly aVect the
performance and ability of providers in obtaining sustainable outcomes. Therefore reform and
improvement of these is necessary to improve providers’ ability to plan properly and work eYciently.
Providers can then concentrate on delivering their quality services rather than being pre-occupied with
procurement and contracting diYculties. This again impacts upon meeting the employment rate target as
providers performing well are moving more people into employment.

3.5 There is a deficiency in market and performance information which makes it diYcult to compare
providers across sectors. Although this has arisen in some cases because certain types of providers have only
been able to bid for certain programmes, as Pathways will now be delivered cross-sector, it would be useful
for DWP to ensure data is collected so that providers are monitored and the success of the private and
voluntary sectors can be measured in comparison to Jobcentre Plus.

3.6 In summary, the Welfare Reform Bill allows for private and voluntary sector providers to participate
more widely in welfare to work programmes. Having proven their ability and success in moving clients into
sustained employment the Bill should help the Government meet its 80% employment rate target.
Nevertheless there are still areas where improvements need to be made in order that providers are working
under the optimum conditions to produce the best results.

3.7 ERSA would welcome the opportunity to present oral evidence to the Committee.

September 2006

Memorandum submitted by Tomorrow’s People

1. Summary

— Tomorrow’s People is a specialist charitable trust, with a 22-year track record of success in helping
people out of long-term unemployment.

— Our outreach model, as well as independence from Government, helps us generate long-term
trusting and honest relationships with clients to help them overcome barriers to work.

— A policy to promote job sustainability must be a priority if the Government is to achieve its
demanding target of an employment rate of 80%.

— The definition and approach to sustained jobs must be reformed.

— In respect of welfare to work programmes which are delivered by the private and voluntary sector,
providers are not funded to provide support to clients beyond 13 weeks. It should therefore not
be suprising that individuals who encounter diYculties with returning to work may end up back
on benefits.

22 Jim Murphy MP, Written Ministerial Statement, Pathways to Work, 4 July 2006.
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2. About Tomorrow’s People

2.1 Tomorrow’s People

Tomorrow’s People is a specialist charitable trust, with a 22-year track record of success in helping people
out of long-term unemployment, welfare dependence or homelessness into jobs and self-suYciency. On
average, 76% of people helped by Tomorrow’s People are still in employment 12 months on. For our
“Getting London Working” project, the figure (independently verified) for those that remain in employment
12 months on is 80%.23

2.2 We serve as a complete advice and mentoring service for unemployed people by operating on an
outreach basis in GP surgeries, local community centres, libraries, Jobcentres and the oYces of training
providers. Our outreach model, combined with independence from Government, helps us generate long-
term trusting and honest relationships with clients to help them overcome barriers to work.

2.3 Our flagship project at the James Wigg practice in North London, which has been independently
evaluated, has seen nearly 200 patients assisted by an adviser and of those who have completed the
programme, 87% have returned to employment or are back in education and training. On average 82% are
still in work 12 months on.

2.4 An independent evaluation by Oxford Economic Forecasting of our work (published in September
2004 to coincide with our 20th anniversary) found that we had helped around 382,000 people in their quest
to move out of long-term unemployment. Furthermore, as a result of Tomorrow’s People getting people
into work and helping them to stay in their job, there is a considerable benefit to the Exchequer in the form
of reduced unemployment benefits and increased tax receipts. On total investment of £285 million in today’s
prices, Oxford Economic Forecasting estimates the financial benefit to society from the work of Tomorrow’s
People is around £450 million.

2.5 Oxford Economic Forecasting’s independent evaluation demonstrates that Tomorrow’s People
achieves sustainable results and is value for money. It calculates the net cost per job created by Tomorrow’s
People in recent years to be around £500.

3. Introduction

3.1 Tomorrow’s People welcomes the Committee’s timely inquiry into how the Government will reach
its aim to achieve an employment rate of 80%. We note that most of the discussions around the Welfare
Reform Bill have focused on help and support for individuals with health problems. This debate is welcome,
but we are pleased that the Committee has recognised that there are other issues that must be addressed if
the Government is to meet its public policy objectives.

3.2 We have confined our remarks to the topic of job sustainability, as this of the utmost importance to
us. We believe that getting someone a job is an output, but keeping them in work is an outcome.

3.3 Policy to promote job sustainability must be a priority if the Government is to achieve its demanding
target of an employment rate of 80%. It is dispiriting to note that in 2005, 48% of leavers from the New Deal
for Young People and 36% of leavers from New Deal 25 Plus recommenced claiming benefits within 12
months of leaving the programme; however, of those who got a job through the mandatory New Deals, more
than 80% stay oV Jobseekers Allowance for at least 13 weeks.24

3.4 These two contrasting statistics demonstrate one of the significant challenges of the Government’s
employment policy—the definition and approach to sustained jobs must be reformed.

4. The Definition of Sustained Jobs

4.1 To inform the inquiry it is worth quoting in full the DWP’s measure of sustainability for the various
New Deals and other welfare to work programme since 1997:

“Sustainability for jobs gained through the new deal programme is measured in slightly diVerent
ways across the new deals. In the case of new deal for young people and new deal 25 plus,
employment is regarded as sustained if a person gaining a job through these new deals does not
claim jobseeker’s allowance for at least 13 weeks after gaining employment. This measure has not
changed since the programmes were introduced in 1998.

23 Getting London Working evaluation.
24 Jim Murphy, Parliamentary Question, Hansard, Column 1599W, 10 July 2006.
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Since 27 October 2005, employment sustainability for those participating on new deal for lone
parents has been measured through the Work and Pensions longitudinal study. If a job gained
through the programme lasts at least 13 weeks, it is regarded as sustained. A measure of job
sustainability was not available prior to October 2005.

When a person gains a job through a new deal for disabled people (NDDP) job broker and remains
in work for 13 weeks out of a 39 weeks period, that employment is regarded as sustained. This
measure has not changed since the programme started in 2001.

A measure of job sustainability for new deal 50 plus and new deal for partners is not available.

Employment gained through Employment Zones, which help people living in areas of persistently
high unemployment into work, is defined as sustained if a person gaining a job through the
programme does not return to claim jobseeker’s allowance for at least 13 weeks. This measure has
not changed since the programme was introduced in 2000.

In the case of action teams, which help people in economically deprived areas into work,
employment is regarded as sustained if the job lasts continuously for at least 11 weeks during the
13 week period after the person starts work, or if the person has two or more jobs which together
add up to a total of at least 11 weeks during the 13 week period after they start work. This measure
of sustainability has not changed since the programme was introduced in 2000.

In April 2004, we introduced working neighbourhoods pilots to help people in deprived areas into
work. Employment gained through the programme is regarded as sustained if a person moves oV
benefit and remains in work for a minimum of 13 weeks. This measure has not changed since the
programme was introduced in 2004.

Our ambition programme, which provides unemployed people with the skills and experience to
work in specific employment sectors, defines employment as sustained if a person gaining a job
through the ambition programmes is still working in that sector 26 weeks after gaining a job. This
measure has not changed since ambition started in 2002.

Finally, our progress2work and progress2work linkup programmes, which assist drug and alcohol
misusers into work, as well as oVenders and homeless people, define employment as sustained if a
person, gaining employment through the programmes, does not return to claim jobseeker’s
allowance within 13 weeks. This measure has not changed since the programmes were introduced
in 2002”.25

4.2 It is far from clear to Tomorrow’s People why a period of 13 weeks (and 11 weeks for Action Teams)
is used by the Government to define a sustained job. With our 22-year track record in helping people find
and keep a job, it has always been apparent to us that a 13 week target is not appropriate. As is suggested
from the high level of individuals that return to benefits following the completion of New Deal programmes,
advice and support is necessary far beyond 13 weeks. Our experience suggests that ongoing help is required
by many who are re-entering the labour market after a long period on benefits, and relationships need to be
developed and maintained over the long term. We need to ensure also that we find the right job for the right
person in the first instance, and then be on hand to help the client when their initial enthusiasm for returning
to work can sometimes wane. Returning to work after a long period on benefits is a massive change in a
person’s life and may only start to hit home after a few months.

4.3 It is important to recognise also that many of the hardest to help individuals face multiple barriers
to employment. In some cases, just because we have been successful in placing them with an employer, it
doesn’t mean that other mental health problems, addiction issues and other conditions that they have been
receiving help for disappear. Close monitoring is required and again long term relationships and support
need to be oVered to help maintain them in their new job.

4.4 This support applies not only to employees but employers also. Working with employers to assist
them in engaging with citizens in their own community is extremetly important and a practice we advocate at
Tomorrow’s People as much as possible. This process of engagement can be sold to companies as a positive
incentive to drive relationships within the local community and acts to enhance their business model.

4.5 In respect of welfare to work programmes which are delivered by the private and voluntary sector,
providers are not funded to provide support to clients beyond 13 weeks. It should therefore not be suprising
that individuals who encounter diYculties with returning to work may end up back on benefits. Indeed,
because of the Government’s 13 week definition, there is a paucity of data about what happens to job seekers
after three months. Tomorrow’s People is able to provide statistics on the numbers that stay in work for 12
months as we have a longstanding policy of providing support and tracking clients far beyond the
requirements of Government programmes.

25 Margaret Hodge, Parliamentary Question, Hansard, Column 89–90W, 9 January 2006.
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5. A New Deal for Sustained Jobs

5.1 Tomorrow’s People welcomes the Government’s commitment in the Green Paper “A New Deal for
Welfare: Empowering People to Work” that the extension of Pathways to Work will seek to improve job
entry and retention, rather than simply replicate existing provision.26 However, we are disappointed that
the Government’s welfare reform measures do not recognise sustainability as a key challenge that must be
addressed.

5.2 Anecdotal evidence and the DWP’s own statistics suggest the definition of sustained jobs must be
changed. We believe a job should only be considered sustained when an individual has been in employment
for a continuous period of 12 months.

5.3 A potential reason that the current definition of sustainability is used may be due to the Treasury’s
reluctance to fund the provision of employment services beyond a 13-week period. This is a false economy
if large numbers of job seekers end up returning to benefits and/or re-enter Government-funded employment
programmes, as the cost of getting someone into work is far less than the expenditure on benefits. What is
needed is a new deal for sustained jobs that relies upon the principle of invest-to-save.

5.4 Under the City Strategies initiative announced in the Green Paper local communities will share in the
rewards of reducing the number of benefit claimants.27 Tomorrow’s People has reservations about the City
Strategies approach, and the risk of “reinventing the wheel” and creating unnecessary bureaucracy.
However, the DWP’s recognition that it is desirable for partners to share in the rewards of reducing
unemployment is welcome.

5.5 Unfortunately the detail of the funding model for City Strategies is not yet available and is keenly
awaited as the Treasury has not demonstrated a willingness to allow benefit savings to be reinvested in
employment programmes. It is claimed that Treasury accounting rules make this diYcult, as the DWP must
demonstrate benefit savings up-front to enable a mix between DEL (Departmental Expenditure Limits) and
AME (Annually Managed Expenditure) budgets.

5.6 A cost-benefit analysis should be commissioned to demonstrate the potential savings from investment
in employment programmes that reward sustained jobs, and if necessary Treasury rules should be changed
to enable an appropriate mix between DEL and AME budgets.

5.7 The payment structure for providers must also be altered to place a greater emphasis on sustained
jobs. Payments should be made to providers when a job seeker is kept in work for three, six, 12 and 24
months. The payments should be set on a sliding scale so that the longer someone is in work and the greater
the benefit saving to the Exchequer, the greater the reward for the provider. The tax and benefits system can
be used to measure sustained employment. Such a model would drive up performance and contribute to the
Government’s public policy objectives of an 80% employment rate.

6. Further Engagement Required

6.1 Another area of importance in securing important outcomes is the level of engagement, especially
with, for example, black and ethnic minority groups. In our Getting London Working project, outreach is a
key part of our oVering. Going out into the community, making ourselves accessible and directly targeting
those we are seeking to help and engage with yields significant returns.

6.2 We receive referrals from trusted intermediaries, such as religious and community leaders and GPs
and we recruit our staV from the very communities in which we are operating in.

6.3 The fact that organisations like ours are independent from Government, and can therefore build a
level of trust with the client, is one that should not be ignored. Rightly or wrongly there is a very real
perception by many clients whom we work with in the community that the “establishment” is not to be
trusted and often clients will not divulge their full situation to public sector workers hindering their chances
of a real solution to their problems.

September 2006

Memorandum submitted by Single Parent Action Network

Summary

Lone parents remain a key group on which to focus employment promotion, retention and advancement
strategies, in order to meet the Government child poverty targets. In European comparative terms the UK
has a high number of lone parents not in work, and a very high child poverty rate. Lone parents make up
over a quarter of all families with dependent children, caring for three million children. The number of
children likely to live in a one parent family at some point in their lives is increasing, and most children living
in workless couples have at least one disabled parent. Policies to make work pay and support lone parents

26 A New Deal for Work: Empowering People to Work, DWP, January 2006, page 75.
27 John Hutton, Hansard, Column 1308, 24 January 2006.
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into employment such as the New Deal, have been successful in achieving a dramatic increase in lone parents
employment, reducing the risk of poverty for lone parents in general, and particularly for those who work
but are low-paid. But much more needs to be done.

The risk of poverty for a child living in a one parent family is still very high, 48% of children living in a
one parent family are poor. Achieving the employment target requires a significant increase in the
employment rates of those lone parents who have young children and are harder to reach. Lone parents are
twice as likely to cycle between work and welfare. Some of the current welfare reform measures, such as the
national roll out of Pathways to Work, introduction of work related activities premium (WRAP), will go
some way to meeting these challenges. But financial incentives are not enough to address the issue of
employment retention and advancement, and to encourage hard to reach lone parents into employment.

The introduction of WRAP could go a long way to engaging hard to reach lone parents, but we are very
concerned about the increase in conditionality, its targeting to those parents with children of secondary
school age, and its short period of entitlement. Incentives increase trust in government programs, which lone
parents living in deprived communities lack. We recommend that a one-year WRAP be introduced as an
opt-in basis for all lone parents, without increase in the frequency of work-focused interviews.

Evidence indicates that lone parent voluntary organisations do well in this respect. Engaging the hard to
reach, requires development of innovative services, based in the community, that are developed with a deep
understanding of the complex needs that these lone parents face. Their services reach those lone parents,
build up their soft-skills and support them in moving forward into accredited training and employment. We
recommend 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.

Income security is key to employment sustainability, as lone parents have to manage a very complex
income packaging. We welcome the current measures announced to deal with tax credits overpayments but
believe that the interaction between self-employment and tax credit needs some attention. In terms of low-
pay, we support the Child Poverty Action Group campaign to increase the level of Child Benefit as we
believe this benefit is well suited to providing lone parents with more stable income in work. Child Benefit
is portable, with no risk of overpayment and marginal deduction rates, and has almost universal take up.

Financial incentives are not enough to ensure job retention and advancement; much more needs to be
done to enable lone parents to work-life balance. DiYculties in retaining employment for lone parents
centred around managing parenting responsibilities, breakdown of childcare arrangements and inflexible
working conditions. The recent Work Family Act has not gone far enough for lone parents, who require
paid parental leave and an automatic right, ie non refutable by the employer, to request flexible working
even when their children are older then six. If lone parents are to be enabled to take up training and other
advancement opportunities they have to be able to rely on childcare that is flexible, aVordable and most of
all that they can trust. The Ten Year Child Care strategy’s objective to expand formal childcare and wrap
around care, needs to go hand-in-hand with measure to enable parents to pay for informal childcare, and
to expand availability of home-based childcare.

1. Introduction

1.1 Government employment strategies have been successful in achieving a significant increase in the lone
parents employment rate. Lone parents remain a key group on which to focus employment strategies for a
number of reasons. Firstly the current rate needs to rise much faster if the target is to be met, and recently
it has slowed down.28 Furthermore, it will require a significant increase in the employment rates of those
that are hard to reach and experience multiple barriers to employment.29 Secondly, lone parents are twice
as likely to cycle between work and welfare. Thirdly, this is key to reducing child poverty, as the number of
children living in a one parent family continues to increase, and most children living in workless couples
have at least one disabled parent.30

1.2 Single Parent Action Network (SPAN) welcomes the opportunity to contribute to this inquiry,
because much of our current work is focused on providing services and influencing the development of
strategies that can help hard to reach lone parents into sustainable employment. Our Study Centre is based
on a holistic understanding of the needs of lone parents. It seeks to engage lone parents who are not at all
work ready, to take the first step towards accredited learning and employment, by providing a range of
services and soft-skills learning opportunities in a single parent friendly context. We also work to raise the
capacity of lone parents to have a say. Our current participatory policy program builds the capacity of lone

28 Gregg P and S Harkness and L Macmillan (2006) A review of issues relating to the labour market and economy, particularly in
terms of the impact of labour market initiatives on children’s income poverty, WP: JRF.

29 Berthoud R (2003) Lone parents and jobs, can the 70% target be met? In OPF Working to target: Can policies deliver the paid
work for seven in 10 lone parents? One Parent Families: London.

30 Hirsch D (2006) What will it take to end child poverty? JRF: London.
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parents, across five UK regions, to influence policy makers to (a) develop innovative programmes that can
reach and engage disadvantaged parents into intermediate steps towards sustainable employment and
(b) One Parent Proof relevant policies to make employment opportunities sustainable.

2. Sustenance for Voluntary Lone Parent Organisation as Providers of Services for Hard to
Reach Lone Parents

2.1 We welcome the introduction of Work Related Activities Premiums (WRAPS) for lone parents, as
an approach that values intermediate steps to employment is more suited to engage hard to reach lone
parents. We are also pleased to see that qualifying activities are to be tailored to the individual’s needs and
can include soft-skills training, activities to benefit health and structured voluntary work. The importance
of increasing soft-skills amongst this group was first recognised by the Education and Select Committee in
1998. Low self confidence is a key barrier for lone parents, and is associated with common mental health
problems.31 Lone parents are two to three times as likely to experience common mental health disorders than
couples with children.32 This is not surprising given the strong association between women’s poverty and
common mental health problems.33 Soft-skills training is an important first step into learning. We need to
engage those hard to reach into making that first step, so that they can be enabled to move forward into
accredited learning. Many hard to reach lone parents have very low human capital. In the long term
eradication of child poverty and employment sustainability requires a rise in earnings.34

2.2 The current welfare reform foresees an important role for the private and voluntary sector in relation
to WRAPS and Pathways to Work. As Jane Millar has argued,35 lone parent voluntary organisations have
a key role to play in increasing soft-skills and work readiness amongst the less work ready. Evidence36

indicates services developed and delivered by lone parents organisations are eVective in engaging hard to
reach lone parents. The JRF funded quantitative evaluation of the SPAN Study Centre (SSC) carried out
in 2001, found it successful in reaching hard to reach lone parents: most lived on benefit, over half had
physical or mental health problems. It also compared the SSC to local statutory providers and found that
it faired much better in raising soft-skills. A recent pilot study of SPAN structured voluntary work program,
explored the distance travelled by a group of SPAN volunteers, who at the start of the program were
experiencing acute multiple disadvantages and had no plans for their future. The study found that
participants had travelled a considerable distance in: the identification and planning of education/
employment goals; completion of work related training; work related and soft-skills; mental well-being and
social capital.

2.3 This is partly an issue of trust and direct reach. The New Deal for Lone Parents has not been very
successful with this group,37 and partly this has been because those living in deprived areas have negative
perceptions and lack trust in the program.38 Lone parent voluntary organisations are more likely to be
trusted, particularly when they are based in the community and/or deprived areas with high numbers of lone
parents. It is also because their services are developed with a deeper understanding of lone parents’ needs.
The SPAN study and voluntary work models’ distinguishing features are: the provision of on-site childcare;
flexible study/working time; relaxed career guidance; signposting to advice agencies; a lone parent friendly
context. Likewise the Marks and Spencer work placement programme developed by One Parent Families
has resulted in a 50% rate employment outcome and in important soft changes such as increased self-
confidence. In contrast the evaluation of the Glasgow Works intermediate labour markets showed that these
were not as suitable for lone parents, because of an emphasis on full-time work, and little attention to
childcare needs. Similarly the evaluation of the Ambition programmes found that the focus on full-time
work, and gendered assumptions about energy work, hampered the engagement of lone parents.39

According to recent evaluations,40 the Employment Zones, which follow a much more work first approach,
perceive lone parents as being diYcult to recruit, not very work ready, and having too many complex
barriers.

31 Burniston S and Rodger J (2003) New Deal for Lone Parents: An evaluation of the Innovation Fund 2001–02, DWP, WAE156;
Marsh, A. and Rowlingson, K. (2002) Low/Moderate-income families in Britain: changes in 1999 and 2000, DWP Research
Report No 165: CDS: Leeds; Lessof C et al (2002) New Deal for Lone Parents Evaluation: A Quantitative Survey of Lone
Parents on Income Support, Employment Service, ESR101.

32 Gould, N (2006) Mental Health and Child Poverty, Working Paper: JRF; Social Exclusion Unit (2004a) Mental Health and
Social Exclusion, ODPM.

33 Women’s Budget Group (2005) Women and children’s poverty: making the links, WBG: London.
34 Hirsch D (2006) Op cit, see note 3.
35 Millar J (2003a) Meeting the 70% target-policy gaps and options, in OPF Working to Target: can policies deliver paid work

for seven in ten lone parents? OPF: London.
36 John K, Payne S and Land H (2001) Training and support for lone parents, an evaluation of a targeted study programme; JRF:

York; SPAN (2006) Lone Parents and voluntary work; Bristol; One Plus (2005) Volunteering as a path to the labour market;
One Parent Families (2005) Response To The Women And Work Commission.

37 Evans M, Eyre J, Millar J and Sarre, S (2003) New Deal for Lone Parents: Second Synthesis report of the national Evaluation,
DWP: London.

38 Social Exclusion Unit (2004) Op cit, see note 4.
39 Cambridge Policy Consultants (1997) Vulnerable Groups in Glasgow Works, CPC: Cambridge; National Employment

Panel, 2004.
40 GriYths R, Durkin S and Mitchell A (2006) Evaluation of the Single Provider Employment Zone Extension, DWP RR 312;

Hirst A, Tarling R et al (2006) Evaluation of multiple provider employment zones: Early implementation Issues, DWP Research
Report 310.
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2.4 The above evidence indicates that the context in which services for hard to reach lone parents are
delivered is key. There are important recommendations that we can draw from the above which would make
WRAPS much more eVective. Communications and links between voluntary providers, Jobcentre Plus and
the Learning and Skills Council need to be strengthened. Jobcentre Plus advisers target system, should
include targets for engagement in work related activities.

2.5 Unfortunately maintaining adequate funding for these types of program is very diYcult. At present
SPAN has no funding to run its successful volunteering program, and its Study Centre relies on patchy and
short-term funding from independent trusts.

2.6 The capacity of lone parent voluntary organisation to deliver innovative programs of this kind needs
to be sustained through the provision of large scale, sustainable government funding schemes, and regional
government agencies. The Education and Skills Committee (2006) report on Further Education
recommends the revision of current funding priorities, in the light of cuts to adult courses including those
aimed at increasing soft skills of hard to reach groups, and that the Learning and Skills Council make
funding available directly to quality and established independent providers of such courses. Another is that
at the very least, lone parent organisations should be consulted on the development of quality assurance
frameworks and guidelines to be employed in the delivery of services for hard to reach lone parents.

3. More Incentives and Less Sanctions

3.1 At present a six months WRAP is to be introduced as an “opt-out” for lone parents with children of
secondary school age, in conjunction with an increase in Work Focused Interview. We believe that this
increase in conditionality is likely to put many lone parents oV, and reduce trust in work related activities,
and in the organisations that deliver them. The 11! target, is contradictory to the Government emphasis on
active parenting. The Government understands the importance of parental involvement in teenagers’ lives to
avoid teenage pregnancy, truancy, or general anti-social behaviour. The ex- Minister for Children, Margaret
Hodge, has stressed that parental involvement in teenagers’ lives is vital, and yet diYcult and time
consuming. It is the employment rates of those with young children and multiple barriers to work that need
to increase if the employment target is to be met. Multiple barriers to work require a longer investment, as
many hard to reach lone parents are busy surviving on a day-to-day basis, and have no long-term plans.

3.2 We recommend that a one-year WRAP be introduced as an opt-in basis for all lone parents, without
sanctions attached to WFI. International evidence41 tells us that incentives work much better than sanctions.
Incentives send a clear message that engagement in soft-skills training or voluntary work is a worthwhile
activity that does not entail a loss of benefits or financial insecurity. Incentives with no sanctions would
counteract fears of compulsion to work, and help build trust in Pathways to Work and the NDLP.

4. Job Sustainability and Income Security

4.1 A key issue that remains to be addressed is reliability and security of income for lone parents in work.
In order to avoid poverty lone parents engage in a complex income packaging of: earnings; working tax
credit including the childcare element; child benefit; child tax credit; housing and council tax benefits; child
maintenance. The claw back of tax credit overpayment is very problematic for lone parents, as it can shatter
this delicate balance and augment lone parents fear of income insecurity, which is a key barrier to
employment, and ultimately prompt them to cycle back to welfare. Many lone parents that go back on
benefits as a result of overpayment end up in severe hardship. Much has been said about this issue, and we
appreciate that many of the measures announced by the Pay Master General relating to administration will
go some way to deal with this issue. We believe that the increase in the income disregard up to £25,000,
announced in the budget, would be particularly beneficial to lone parents who want to move from part-time
to full-time work, and to second earners. The reduction of the time for reporting changes to one month is
likely to make things worse for lone parents given their complex income juggling, and we believe that a light
touch approach would be much more appropriate for them.

4.2 One of the participants in our One Parent Proofing program has raised the issue of self-employment
and tax credit, which we believe has received much less attention. This is what she said “I am self-employed;
and future income is always estimated for Working Tax Credit but self employment accounts are one year in
arrears for the Inland Revenue. I give the same figures to the Inland Revenue and the Working Tax Credit. At
the end of the year they inform me if they have over paid me. One year I lost Working Tax Credit and Child
Tax credits due to over payments. The positive side is that I get tax credits increases if my income falls but the
down side is I never know how much tax credits I will be awarded each year, and because my accounts are one
year in arrears, like all self employed people, then budgeting is quite diYcult. I often have to wait up to three

41 Millar, J and M Evans (2003) Lone Parents and employment: International comparison of what works, CASP: University of
Bath, Bath; Joyce L and Whiting K (2006) Sanctions: qualitative summary report on lone parent customers, DWP working paper
27; Stanley K, Asta Lohde L and White S (2004) Sanction and Sweeteners: Rights and Responsibilities in the Benefit System
IPPR London.
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to six months for payments on my work”. Self-employment is usually considered an eVective strategy for
advancement, so we recommend that this issue be looked into some depth, to develop tax credits regulations
that could support this advancement.

5. Job Sustainability and Low-Pay

5.1 We welcome the commitment to continue to increase the level of Child Tax Credits, but we are
concerned about the continued emphasis on means-testing. We support the Child Poverty Action Group
campaign to raise Child Benefit (CB),42 in line with earnings, as this would be eVective in enabling lone
parents to stay in employment. Means-tested benefits tend to work well in excluding those with high
incomes, but not so well in terms of including all of those on low incomes. CB is portable and does not incur
marginal deduction rates if earnings go up, nor overpayment problems. It is easier to administer, its take
up is almost universal because it is simple to claim. We also believe that CB should be modified to support
larger families, as this is important to achieve the child poverty eradication strategy.

5.2 Low-pay increases chances of cycling. Lone parents have faired well in terms of policies to make work
pay, their reduction in the risk of poverty has largely been due to tax credits and benefits.43 These policies
have faired less well for couples. Lone parents should continue to be entitled to the same level of tax credit
than couples, because this is eVectively a “family premium”, and because it is easier for couples to increase
their earnings by increasing the number of hours they work. However, a second earner disregard should be
introduced to reduce marginal tax rates for couples.

6. Job Sustainability and Work-Life Balance

6.1 In order to maintain an advance in their employment, lone parents have to engage in a very complex
and single-handed juggling of childcare and transports arrangements, parenting, working and training. This
very complex juggling probably explains why lone parents are twice as likely than other groups to cycle
between work and welfare.

6.2 Policies to enable lone parents to work-life balance are key to employment sustainability. Evidence
from the Employment Retention and Advancement demonstration programmes44 found that diYculties in
retaining employment for lone parents centred around managing parenting responsibilities, breakdown of
childcare arrangements and inflexible working conditions. In a recent employment survey45 lone parents
identified “paid time oV” as vital to achieve a work-family balance. Even for those lone mothers in well-paid
professional occupations, balancing work with family responsibility is very hard and often results in job
exit.46 The recent Work Family Act has not gone far enough for lone parents, who require paid parental
leave, an automatic right, ie non refutable by the employer, to request flexible working even when their
children are older then six.

7. Job Retention, Advancement and Childcare

7.1 The Ten Year Child Care strategy’s objective to expand formal childcare and wrap around care, needs
to go hand-in-hand with measures to enable parents to pay for informal childcare. Informal childcare is key
to employment sustainability. It fills the gaps of a very expensive and not very flexible formal childcare.
Currently lone parents can only claim back 80% of their childcare costs, to a maximum of £300. 53% of
employed lone mothers work atypical hours,47 formal childcare is not flexible enough for them. The ability
to negotiate time and number of hours with employers and informal childcare is key for lone parents. If one
of these strategies fails, work-life balance fails.48 This is especially the case when children get ill, a very
common occurrence. Lone parents are very reliant on informal childcare, and express a preference for it as
they associate it with trust, familiarity and continuity, and partly because the expansion of formal childcare
is relatively new. Evidence indicates that lone parents do pay for informal care, and that this increases its
sustainability.49 The Government concern with issues of inspections and interference in the private sphere,
and its assumption that this care is “free”, risks undermining the role that informal childcare can play in
making employment sustainable.

42 Bennett F and Dornan P (2006) Child benefit: fit for the future: 60 years of support for children, CPAG policy briefing, London.
43 Millar J and Gardiner (2004) Low pay, household resources and poverty JRF.
44 Higgart L et al (2006) Staying in work and moving up: Evidence from the UK Employment and Advancement Demonstration,

DWP research report 381.
45 MORI (2001) Lone parents and Employment Survey, National Council for One Parent Families: London.
46 Gill S and Davidson M J (2000) Problems And Pressures Facing Lone Mothers In Management And Professional Occupations—

A Pilot Study, University of Manchester.
47 La Valle, I S Arthur, C Millward, J Scott and Clayden M (2002) Happy families? Atypical work and its influence on family life,

JRF: York.
48 Bell A, Finch N, La Valle I, Sainsbury R, Skinner C (2005) A question of balance: Lone parents, childcare and work, DWP

Research Report 230: London.
49 Land H (2002) “Spheres of Care in the UK: Separate and Equal”, Critical Social Policy: 22(1): 13–22; McKay S (2002)

Low/moderate-Income Families in Britain: Work, Working Families’ tax Credit and Childcare in 2000, DWP Research Report
No 161: CDS: Leeds.



3500383011 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 170 Work and Pensions Committee: Evidence

7.2 Another interesting finding from the Employment Retention and Advancement demonstration
programmes50 is that it shows that the diverse orientation to work and to caring responsibilities that lone
parents have, which we already knew aVects their decision to enter employment,51 also impacts on their
understanding and plans for career advancement. Some lone parents prefer to postpone it until their
children are older, others need more support to do it when their children are younger. Ability to pay for
informal childcare is more likely to spur lone parents with young children towards taking advancement and
training, because they trust it, and perceive it as more similar to the childcare they would provide themselves.
This is what our One Parent Proofing participant told us. “I think there should be childcare in the evenings
so I could do an evening course. The colleges have nursery in the day but not in the night. I had to pay a friend
to baby-sit during the evening so I could do my Further Education course to get me into teaching. If there was
childcare in the evening people could better them and move out of low paid jobs. I became self-employed so that
I could work around the school hours, however, I have never been able to attend my daughter’s school assembly
or school play due to me having to work, if there was two of us one could attend.” This quote clearly shows to
us that policies to pay and sustain informal childcare, are key for job advancement, when there is just one
parent to juggle parenting, employment and career advancement.

7.3 Not all lone parents can access informal childcare, so in this respect we value the regulations that since
2005 have enabled childminders to register as home child-carer. Home childcare is much more flexible than
formal childcare. However, we feel that the fostering of home childcare projects based in deprived
communities should also be an objective of the home childcare strategy. Home Childcare Projects can be
more pro-active in the recruitment process, both of parents and workers. There is a danger that current
regulations may meet the needs of higher income families requiring nannies, but not the needs of low income
families needing short and periods of childcare in their own homes to fit with a typical working hours,
evening or week-end training, and occasional respite care. A project could manage and guarantee enough
work for individual childminders, and manage recruitment barriers for low-income childminders, such as
CRB checks, and up-front registration funding.

7.4 Increase in earnings and number of hours in work is also important for advancement, and to eradicate
child poverty. At present lone parents who work less than 16 hours a week are not entitled to any support
with the costs of childcare. This reduces the chance that they would use formal childcare and that they would
advance in terms of increasing the hours of work, or move into better jobs which require more hours. Part-
time work tends to be low-paid and oVer very little opportunity for training or advancement.

September 2006

Memorandum submitted by LGA

Introduction

1. The Local Government Association (LGA) is the representative body for local authorities in England
and Wales. The LGA’s membership includes nearly 500 local councils, representing over 50 million people.

Summary

2. Local councils are committed to enabling more people to get into employment and increasing local
productivity and the LGA supports measures to achieve this.

3. The LGA welcomes the general aims outlined in the Welfare Reform Green Paper to:

— Re-formulate the system to enable people to get back-to-work.

— Provide greater investment in terms of more personal support.

— Simplify current complexities and reducing the risks of trying work.

4. However, there are some reservations in relation to some of the proposals outline in the Welfare
Reform Bill, as outlined below.

5. There are many barriers to work created through the benefits system, with particular regard to lone
parents, people aged 50! and ethnic minorities.

6. The LGA supports pilots for city consortia to tackle worklessness. Additional funding and flexibilities
are a step in the right direction and one that councils have been calling for through the LSPA and LAA
discussions.

50 Higgart L et al (2006) Staying in work and moving up: Evidence from the UK Employment and Advancement Demonstration,
DWP research report 381.

51 Bell A, Finch N, La Valle I, Sainsbury R, Skinner C (2005) A question of balance: Lone parents, childcare and work, DWP
Research Report 230: London; Millar, J and Ridge, T (2001) Families, poverty, work and care: a review of the literature on lone
parents and low-income couples with children, DWP Research Report 153, Leeds: CDS. Bath; Duncan S and Edwards R (1999)
Lone Mothers, Paid Work and Gendered Moral Rationalities, Macmillan.
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Detailed Comments

1. Barriers to work

1.1 Lone Parents

7. Help for lone parents to get back into work is to be supported if there is work for them to get back
into, the support is meaningful and the process does not adversely impact on the family unit.

8. The DWP must work closely with HMRC to make sure that the Tax Credit system does not lead to
hardship for this group. An easy to use and transparent system that allows Tax Credits to be based on
projected in year earnings should be explored with HMRC to mitigate this problem as far as is possible.
Administration of tax credits must be eYciently performed so that lone parents and others are not faced
with insecure incomes or large overpayments when returning to work and it should be allow for short-term
increases (even if high) or small increases in income. This could involve a more flexible and generous write-
oV policy in cases of oYcial error and especially where HMRC have failed to act on information supplied
when a person returns to work.

9. The LGA has proposed that a closer working relationship between local authorities (specifically their
Early Years Partnerships and Children’s Information Services) and the HMRC to promote take-up of
tax credit.

10. It is crucial that Jobcentre Plus and other staV advising people about going into work have adequate
training in all benefits and work/training grants and allowances and that Jobcentre Plus plays a full role in
ensuring that claimants receive their full tax credit entitlement.

11. Funding and support from Jobcentre Plus for getting back to work is restricted due to a target-driven
approach. There are also some specific problems that relate to the type of training/study that Jobcentre Plus
will support and therefore give help with childcare too. In addition, their limits on childcare costs while on
training have not been increased for a significantly long period.

12. Reform of the Child Support Agency is also necessary to ensure that lone parents receive support
from absent parents. Loss of free school meals and other peripheral benefits and the lack of mortgage help
for workers may be other potential barriers.

1.2 Older Workers

13. The LGA welcomes changing assumptions about older people and what they can and will want to
do. We endorse a flexible approach to retirement and the retention of experience within the employment
market, which we hope will be supported by the establishment of age equality in employment law and by
the Commission for Equality and Human Rights.

14. It is important to stress that people’s decisions on how late they stay in work and when they retire
should be individual, voluntary decisions as much as possible. Flexibility and personal choice will be key.
The solutions to many of the “problems” of old age need addressing much earlier than when people get old.
For example, the Finnish have the concept of “workability”, which focuses on all the things that are needed
to keep people both fit and willing to work. This entails taking a whole life perspective and thinking about
managing working lives diVerently. For example, there may be some professions, particularly those which
involve manual working, where people may not be fit enough to continue later in their careers. Instead of
retiring on the grounds of ill health or incapacity, employers (including local authorities, who are large
employers in many areas) could use the concept of workability to anticipate such problems and develop such
staV into diVerent routes or working patterns. Initiatives such as this could pay for themselves over time, in
terms of reduced absence and pension contribution costs.

15. Over time, as the population works for longer, it is more and more likely that people will have two
or three diVerent careers during their working life. This increases the need for eVective training, development
and re-training, to ensure that people have the skills to be able to adapt to diVerent roles, working patterns
and industries during their careers.

16. It is crucial to get employers to understand and buy into the benefits that older workers bring. There
needs to be a culture change in business if we are to see significantly larger numbers of older workers, even
though we know the coming years will see a major demographic change in this direction. We know that older
people are currently disadvantaged in the labour market but we are not sure that outlawing discrimination
and changing the pension rules are enough. The Government should consider pump-priming positive, active
ageing projects aimed at employers, perhaps through a challenge fund as the DTI did for its promotion of
work/life balance.

17. It is unclear how lump sums and extra state pension will be treated within the means tested benefit
system, and this needs to be clarified, so that people are able to make informed choices about the best options
for them when considering their options at retirement age.
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1.3 The role of Jobcentre Plus

18. There is a lot of uncertainty currently surrounding the current reorganisation of Jobcentre Plus which
local authorities say is aVecting partnership work at a local level, especially around benefit delivery and
advice work and long-term planning. In particular, the restructure and cuts taking place within Jobcentre
Plus (JCP) may mean that there is less capacity to deliver the scale of the changes envisaged in the Green
Paper.

19. The new approach envisaged in the Green Paper will entail JCP staV undertaking a wider range of
decisions relating to an individual’s capability to undertake work. This will require a greater level of skills
in some areas than currently needed. Significant resources will need to be devoted to equipping teams of
advisers to play this proactive role.

20. In addition, the problems with current level of service from JCP towards benefit payments and
claimants operated as a barrier to claimants seeking work. One of the acknowledged barriers for claimants
is the fear they have that, by taking a job, they will be worse oV if the job falls through or ends. Claimants
won’t take temporary work or risk taking other jobs if they know that, if they reclaim benefit, they will have
to wait four, five or six weeks for benefit to come through again. IneYciencies in JCP mean that claimants
become disillusioned with the whole claiming process and do not trust the JCP to act in their favour or best
interests when seeking work. The diYculties caused by the introduction of CMS at the same time as staV
reductions and re-organisation appears to have undermined claimant confidence in the work of the JCP
generally.

21. There is a need for funding to provide independent welfare rights advice to claimants to ensure they
are fully advised and protected by “in-work” benefits and provide the support to those who can’t. This could
perhaps be included in referrals schemes or contracts with advice providers, both voluntary sector and local
authority. However, it would be clearly inappropriate for local authorities to take responsibility in any way
for the operation and administration of any aspects of this new benefit.

1.4 The benefits system

22. The currently complexity of the system and recent problems with administration, especially around
tax credits leads to any claimants not trusting that their tax credits/benefits will be delivered promptly and
accurately. In particular, the problems with tax credit overpayments have led to a belief that it may be better
to remain on income support, even though tax credits may lead to a higher income, and avoid being asked
to repay.

23. Not everyone will choose to work in a full-time job unless they can see that they will benefit
substantially financially, or at least have a realistic prospect of doing so. Initiatives intended to remove the
disincentives to take entry level jobs simply move these disincentives a bit further up the system, for example,
the 10p tax bracket and assessing tax credits on gross incomes.

1.5 Welfare to work

24. The LGA considers that Green Paper misses the opportunity for a radical re-think to solve some of
the problems inherent in the current system such as the earning disregard and allow more flexible responses
to undertaking paid and unpaid work. The current review represents a golden opportunity to re-cast the
benefits system around a more flexible approach to work, both paid and unpaid.

25. The benefits system needs to be designed around the work, rather than at present—and as proposed in
the Green Paper—a situation where work is designed around the benefits system, for example, jobs designed
around the permitted work rules.

26. The Green Paper does not mention the earnings disregard although this is recognised by many52 as
a major source of problems with the operation of the current system. The LGA would support a radical
review of the rules surrounding earnings and the benefit system with a greater acknowledgement of the value
of work experience as a preparation for re-entry to the labour market. Further work is needed on designing
a benefits system which is more flexible vis-à-vis hours of work, rather than the other way round. The
earnings rule for means-tested benefits needs to be brought into line with those that apply to income-
replacement benefits such as incapacity benefit and carers allowance. This will not only create greater
incentives to try part-time work (at present, a disabled person on income support can only do three and a
half hours work at National Minimum Wage rates before losing benefit penny for penny) but will also
simplify the system for those getting, for example, incapacity benefit and housing benefit, where currently
two separate and widely diVerent disregards apply.

27. Particular attention should be paid to service-users and carers, who are often prevented from taking
part in statutorily-backed consultation exercises because of the impact that one-oV or irregular payments
can have on their benefit entitlement.

52 For example “Jobs for All”, Policy Action Team (PAT) Report, SEU (1999).
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28. A local approach should focus on the opportunities available for employment, facilitating a range of
job opportunities, whilst maintaining adequate income, so that there is no financial disincentive for people
to try work out. There needs to be a system that is able to deliver weekly benefit taking account of
variable income.

29. An approach to welfare reform based on employers recruiting ex-claimants solely through choice and
ex-claimants seeking work through a mixture of compulsion and re-training/re-skilling may be diYcult to
deliver eVectively in the context of wider labour pools, given the competition for entry-level employment.
Even an expanding economy would find it hard to absorb one million ex-claimants over a 10 year period.
If not, the welfare reform programme will just move people from Incapacity Benefit/ESA onto the much
lower JSA whilst they look for jobs that they aren’t in a strong enough position to obtain.

30. For example, employers are more likely to choose healthy, able, skilled newly-arrived workers rather
than claimants who may have been out of the job market for some time. This would not in any way require
immigration control but may mean that the current “free-market” approach to welfare reform may have to
be reconsidered.

2. Contracting to the private and voluntary sectors

31. Currently the DWP contracts with the private and voluntary sectors to deliver into-work services.
The delivery of the services is left to the providers to specify and as bids are competitive this can lead to the
need to “cherry pick” people who are easier to place as they are less costly to assist. This is likely to exclude
people who find it diYcult to get into work, eg disabled over 50’s, people from ethnic minorities, particularly
if there are language barriers, and lone parents with no qualifications or work experience. The DWP needs
to be more proactive in specifying the services to be provided to ensure these harder to place people are
included and the costs are covered realistically.

3. The new Cities Strategy

32. The LGA sees the role of local government in helping people back to work as central:

— EVective local partnership working is essential for the eVective development of any employment
programmes. Any changes needs to be carefully co-ordinated at a local level with Local
Authorities to have maximum eVect on social inclusion.

— Local Authorities can play a key role in developing innovative and creative programmes around
increasing access to employment. Local authorities identify local skills shortages; actively engage
with local businesses; deliver life long and work in close partnerships locally, pooling resources to
deliver joint objectives and common aims.

— As local government is a large local employer and one that is keen to involve the whole of its
community, we hope that funding streams can still be obtained by local authorities, such as ones
that ensure that they can provide suYcient adaptations and alterations for new employees with
disabilities.

33. The LGA sees great potential in the proposals contained in the Green Paper to allow an initially
limited number of areas to pilot a new, more flexible approach to getting people on benefits into work.
However, the LGA strongly believes that getting people back to work needs a local partnership approach,
particularly as those individuals the new approach is trying to reach will in many cases also be customers
of other public services, such as mental health services.

34. Given the need to also ensure that those currently out of work become more involved in training and
learning initiatives, the range of partners involved will necessarily have to include agencies such as Local
Learning and Skills Councils and Connexions as well as the Further and Higher Education sector.

35. Local employers will also be crucial to ensuring that suYcient range of job opportunities also exists.
The framework of rights and responsibilities outlined in the Green Paper will have to operate within the
limits of local employment markets.

36. It would be desirable therefore if joint strategies could be developed locally using existing partnership
arrangements eg Local Strategic Partnerships and Local Area Agreements, with resources allocated within
these approaches to manage the task.

37. The LGA is currently participating in the development of the City Strategies initiative through
membership of the project board and has established a small group of local authorities to support this work.
The LGA recognises it would be appropriate to initially pilot the approach in a limited number of areas and
suggests that these should include diVerent types of characteristics (eg coastal town, older ex-industrial city,
rural towns). While the proposed “seed corn” funds and reward grant element will enable resources to be
targeted to this area and reward good practice, of greater value will be the proposed additional freedom to
adopt more radical approaches at the local level.

38. The LGA feels strongly that the proposed additional flexibilities and incentives should eventually be
made available to all areas. Indeed, some authorities have been attempting to introduce more radical
approaches to tackling worklessness for the past four years through the LPSA and latterly LAA approaches.
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Due to their crucial role in promoting the local economy local councils will clearly be a key local partner in
the proposed consortia and it is also essential that this initiative forms an integrated part of the Local Area
Agreement infrastructure.

September 2006

Memorandum submitted by Employers’ Forum

Summary of Evidence

— The Committee have stated that the enquiry will pay particular regard to lone parents, people aged
50! and ethnic minorities. The experience of people with a physical or mental disability is directly
relevant to the enquiry. Rates of disability among lone parents, people aged 50! and ethnic
minorities are higher than among the general population.

— The biggest barriers to achieving an employment rate of 80% are assumptions around ability and
costs of reasonable adjustments. Negative assumptions exist within job seekers, intermediaries and
employers. The current system has an in-built under-estimation of employers.

— Employers need to be enabled to cut through the maze of services for disabled people and
employers to find the right person for the job. Government should not add to this confusion.

— The employer is the service user, or customer, of the employment world. Processes for getting
people into work need to be relevant to the service user, ie the employer. Currently there are
mechanisms for pushing disabled job seekers towards the job market generally, but not for
allowing the employer to pull individuals towards them with relevant training.

1. Introduction

1.1 The Employers’ Forum on Disability is the authoritative voice on disability as it aVects employers.
Its members represent over 380 major organisations that currently employ more than 20% of the UK
workforce.

1.2 The Employers’ Forum on Disability mission is to mobilise the power of our members to promote
the economic and social inclusion of disabled people. For 20 years the Forum has been successful in driving
forward employer engagement and setting standards for best practice in ways which promote disability as
an equal opportunity priority in the eyes of society and business.

1.3 The Forum works closely with disabled people, government and other stakeholders, sharing best
practice to make it easier to employ disabled people and serve disabled customers.

2. Scope of Enquiry

2.1 The Committee have stated that the enquiry will pay particular regard to lone parents, people aged
50! and ethnic minorities. The Forum is not optimistic about the way that disabled people, and those
employers looking to employ disabled people, will benefits from the reforms.

2.2 The experience of people with a physical or mental disability is directly relevant to the focus of the
Committee enquiry. Rates of disability among lone parents, people aged 50! and ethnic minorities are
higher than among the general population.

— One third of lone parents develope a mental or physical disability over a five-year period.53

— Around 44% of people aged 50 to retirement age are disabled, compared to 9% of 16–24 year olds.54

— BME communities have higher rates of physical and mental disability, yet conversely feel less
informed or able to access the system.55

2.3 Not only are lone parents, people aged 50! and ethnic minorities more likely to be disabled
themselves, they are also more likely to be closely aVected by disability. Where a lone parent has a child with
a disability, for example, they may need flexible working or time oV for caring duties to be available in order
for them to get and keep employment.

3. Barriers to Work

3.1 The Forum believes that barriers to work are created by perceptions among individuals and
organisations, by structural factors within organisations, and by societal factors. Barriers are not created

53 Employers’ Forum on Disability statistics, 2005.
54 Labour Force Survey, 2005.
55 Improving the Life Chances of Disabled People, Prime Minister’s Strategy Unit, January 2005.
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by impairments of individuals. The most common barriers that exist in the employment sector are
assumptions of a person’s ability to do a job and assumptions of costs or availability of reasonable
adjustments. These assumptions can be held by employers, intermediaries and disabled people themselves.

3.2 In considering barriers to work, it is instructive to consider the example of people experiencing mental
health problems. It is all too frequently that people experiencing mental health problems are treated as being
disadvantaged by their impairment. Frequent assumptions among both employers and intermediaries (such
as job seeker support staV) are that people with mental health problems are not able to undertake
mainstream employment, or are a health and safety risk. Government research found that 33% of employers
agree with the statement that taking on disabled employees was a major risk for the employer.56 High profile
media coverage of case studies where individuals with schizophrenia have become violent reinforce negative
misconceptions and myths of mental illness.

3.3 The reality of employment rates among people experiencing mental health problems reflects this.
Disability Rights Commission research shows that more than half of employers would not consider hiring
someone with a mental health problem. Many of the same misconceptions apply to people with learning
diYculties. Just 17% of people with learning diYculties are in paid employment.57

3.4 A further source of misconception is that mental health conditions may not be immediately obvious.
Whether or not a job seeker will disclose a mental health problem will depend on a number of factors,
including anticipation as to how the employee will be treated if the information is disclosed. Assumptions
held by disabled people about employer attitudes are as much a barrier as assumption held by employers
about disability. In many cases the individual may of course not be aware of the impairment when they enter
into the employment.

3.5 People aged 50!, lone parents and ethnic minorities are treated by the system as being disadvantaged
in the labour market. In particular, those aged 50! face a number of related barriers. For someone aged
50! and on incapacity benefits, they are likely to believe that they will never return to the job market. This
belief is unlikely to be challenged, indeed is often reinforced, by the system.

3.6 Culture change within healthcare, the workplace and society is needed to challenge and change this
systemic problem. The language of GPs and job intermediaries in particular needs to constantly focus on
return to work and what work the individual may be capable of, otherwise they will believe in their own lack
of employability. This is a barrier to employment that is very diYcult to break down. In this sense, a good
method of testing the eVectiveness of the programme to achieve an 80% employment rate would be to assess
how able it is to improve employment rates among disabled people.

4. The Poverty Trap

4.1 It is essential that a “poverty trap” system is not created whereby incapacity benefit acts as a gateway
to other benefits in such a way as to mean that access to wider benefits will be denied after entering
employment but before full economic independence has been achieved. There is a negative impact on the
employer alongside the negative impact that this has on the situation and perception of the job seeker.

4.2 For Government to achieve an 80% employment rate, the existence of the poverty trap will needed
to be recognised and addressed. Where an employer has implemented reform of HR practices or applied
reasonable adjustments, they have made a commitment to investing in their staV. This is undermined when
new joiners withdraw from employment to re-enter the benefit system. The poverty trap gives employers
that do not perform well on equality and diversity issues an excuse and does not challenge their behaviour.
The employer perception is of their investment being undermined by skewed government policy. Not only
does this negatively impact on individuals and employers, it is a significant reputational risk to Government
that should be recognised.

5. Role of Intermediaries in National Employment Programmes

5.1 There are a number of national employment programmes operating across England and Wales
designed to raise employment rates among specific groups of people. These are variously targeted at groups
in specific geographical areas, groups such as those with criminal convictions or drug problems, or socially
excluded groups such as disabled people or ethnic minorities.

5.2 The common feature of many of these initiatives is in the provision of training and support designed
to push job seekers towards the world of work generally, rather than into specific available jobs. The
employer is rarely involved, indeed one could say that the employer has been designed out of the process.

5.3 It is very diYcult for intermediaries and employers to pull candidates towards specific jobs with
relevant training. This may lead to positive action within the market being undermined. An example might
be that a disabled person may meet the minimum criteria for a number of jobs and will be invited to interview

56 “Disability in the Workplace: Employers’ and service providers’ responses to the DDA in 2003 and preparation for 2004
changes”, Department of Work and Pensions Research Report 202, http://www.dwp.gov.uk/asd/asd5/rports2003–04/
rrep202.asp

57 http://www.drc-gb.org/
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by a range of employers who have taken committed to action under the “Two Ticks” scheme. However,
without specific training the job seekers may not get any of the jobs, leading to positive action by the
employer actually having a net negative eVect. Along with the obvious waste of resources, this will have a
dispiriting eVect on the job seeker and reinforce their perspective of employers and the employment market
as impenetrable.

5.4 Regional initiatives have a clear benefit in being able to be tailored to the specific demographic and
employment needs in a particular areas or of a particular socio-economic group. In order to maximise the
eVectiveness of these initiatives there should be a mechanism for the sharing of best practice across diVerent
Employment Zones, particularly where areas have similar social-economic profiles. This cross-sector
learning will enhance the ability to develop not only best practice but share information on ideas that have
not made an impact, to ensure that resources are not wasted replicating the work.

6. Provision of Services by Private and Voluntary Sectors

6.1 The third key actor alongside the job seeker and the employer in the system of getting those not in
employment (back) into long-term employment is the intermediary. By intermediaries we mean all those
who help disabled people and those with long-term health conditions prepare for, find, and stay in work.
These intermediaries need to understand the needs of employers and disabled people, and be able to match
those needs up and ensure a constructive dialogue.

6.2 Where services are out sourced, particularly to the voluntary sector, checks and balances need to be
designed into the system to ensure that the intermediary has the appropriate level of understanding. This
understanding involves a knowledge of the employers’ recruitment and retention practices and enabling the
candidate to move through the employers’ processes. It should also be understood that employers may have
a number of changes to make in taking on a disabled person, and will need support through the learning
process of attracting and recruiting disabled people.

6.3 The intermediary will also need to understand the requirements of the job seeker and the employer
vis-à-vis the individual’s specific impairment. This goes beyond an understanding of the rights of the
individual job seeker to being able to advise employers how to design disability specific, barrier free policies
and procedures. It should also cover the range of reasonable adjustments for diVerent impairments that will
enable people to do specific jobs, in particular specific costs and benefits of each.

6.4 Government research58 illustrates that the concept of “reasonable adjustments” is still poorly
understood and felt to be vague. Costs of reasonable adjustments and uncertainty about what is best practice
are key concerns for employers that are not fully equipped with information on good practice. However,
where employers have had experience of disability issues, the perception changes significantly. 72% of
employers who have actually made changes report that it has been easy to make the adjustments.

6.5 The current system makes a number of assumptions on employer behaviour. There is an in-built
under-estimation of employers in the current system. The experience of employers that have been successful
in implementing best practice should be brought further into the public arena. One method of doing this
may be via public sector employers. Where, for example, central Government departments have put in place
good practice for their own customers and staV, simply publicising this can help the dissemination of
information among private sector employers.

September 2006

Memorandum submitted by Care Vouchers

This submission:

— specifically focuses on the barriers to work for people aged 50!;

— makes clear the link between the employment of people aged 50! and the need to support carers
in the workforce;

— proposes a care voucher system to support older workers with care responsibilities and provide
additional resource for those they care for; and

— calls on the Work and Pensions Select Committee to recommend that the Department for Work
and Pensions supports “tax breaks for care vouchers” in subsequent discussions with HMT in
advance of the Comprehensive Spending Review 2007.

58 “Disability in the Workplace: Employers’ and service providers’ responses to the DDA in 2003 and preparation for 2004
changes”, Department of Work and Pensions Research Report 202, http://www.dwp.gov.uk/asd/asd5/rports2003–04/
rrep202.asp
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1. Supporters

This submission is written on behalf of a coalition of employers and organisations campaigning for tax
breaks for vouchers to support carers in employment including Lloyds TSB, HSBC, BT, the John Lewis
Partnership, Nationwide Building Society, Ford UK, Housing 21 and Nestor Healthcare; the Chartered
Institute of Personnel and Development (CIPD); leading charities including Counsel and Care, Carers UK,
Working Families, The Age and Employment Network and the Princess Royal Trust for Carers and
employee benefit providers including Accor Services, Busy Bees Ltd, Grassroots Group and Sodexho Pass.

2. Context

It is well documented that the UK has an ageing society—research published by the Department of Work
and Pensions (DWP) predicts that in 30 years, more than 25% of the population will be 65 and over, an
increase of around 70% from the current level. By 2051, the number of people aged over 85 will have
quadrupled to reach four million, 6% of the total population.59 In the context of falling birth rates, the
increasing proportion of older people in society will increase the strain on public finances; the tax base is
contracting due to fewer people being active in the workforce, whilst demand for health and social care
services is increasing. Therefore, it is clear that eVorts must be made to assist those who are able to work to
participate in the employment market.

3. Care Responsibilities and Older Workers

3.1 In order to encourage labour market participation amongst the over 50s, assistance should be
targeted to those individuals who balance employment with care responsibilities. Demographic changes will
soon require people to remain in employment until later in life. The Government’s recent Pension Reform
White Paper60 proposes increasing the state pension age to 68 by 2046. Government and employers must
work together now to find innovative mechanisms to support all those who wish to work to do so.

3.2 The 2001 Census revealed that 11% of the population, some 5.2 million people, currently care for their
family members, friends and neighbours or others. More than a million people provide care for over 50
hours per week. Significantly, three million people combine their caring responsibilities with full or part-
time employment.61

3.3 In the Government’s Welfare Reform Green Paper, caring responsibilities are identified as a
“personal barrier” to the participation of over 50s in the employment market, and are therefore a significant
obstacle to achieving the Government’s aim of one million more older workers.62

3.4 Care responsibilities peak between the ages of 45 and 65; approximately 25% of all women and 20%
of men in this age group are carers. Premature disengagement from the workforce often comes as a result
of an inability to juggle both employment and a caring role.63

3.5 This point was highlighted in a research report for the Department of Work and Pensions, which
identified caring responsibilities both as a key “push factor” causing people to disengage from the workforce
and as a “pull factor” encouraging people to voluntarily leave the workforce. Often people who decide to
leave the workforce do so after finding the pressure of balancing caring responsibilities with full or part time
work to be too much to bear. Those who had stopped work did so when the pressure became too much, or
when other push and pull factors combined to make continued employment an impossibility, such as when
their own health or the health of the person they cared for worsened.64

4. Proposal—Employer Supported Care Vouchers

4.1 We propose a system similar to the existing scheme of employer supported childcare to provide a
means for employers to support employees with care responsibilities and as a result, to significantly reduce
a major barrier to the employment of older workers.

4.2 Through the scheme employers could provide a benefit for employees of “care-vouchers” to be used
for purchasing additional care and support services for the people they care for. The benefit should be
exempt form both National Insurance and PAYE. Employees could then select the most appropriate level
of support required from a range of accredited and pre-approved providers.

59 DWP Research “Opportunity Now”—http://www.dwp.gov.uk/opportunity–age/section–one.asp
60 DWP White Paper “Security in retirement: towards a new pensions system”—

http://www.dwp.gov.uk/pensionsreform/pdfs/white–paper–complete.pdf
61 2001 Census—Caring Responsibilities—http://www.statistics.gov.uk/cci/nugget.asp?id%347
62 DWP Green Paper “A new deal for welfare: Empowering people to work”—

http://www.dwp.gov.uk/welfarereform/docs/A–new–deal–for–welfare-Empowering–people–to–work-Full–Document.pdf
63 Who Cares Wins: The Social and Business Benefits of Supporting Working Carers, Carers UK—

http://www.acecarers.org.uk/Resources/Research/WhoCaresWins£search%%22who-cares-wins%22
64 Department for Work and Pensions, Research Report No 281: “Factors aVecting the labour market participation of older

workers: qualitative research”—http://www.dwp.gov.uk/asd/asd5/rports2005-2006/rrep281.pdf
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4.3 Care and support services could include: informal support and low level preventative services such
as cleaning and home maintenance, befriending schemes and chiropody; domiciliary care services such as
help with getting up, going to bed, dressing, toileting, personal hygiene, some household tasks, shopping,
cooking and supervision of medication; telecare and preventative technologies such as gas detectors, flood
detectors, motion sensors and bogus caller alarms; residential care, either full time or as respite.

The flow chart below demonstrates how the scheme would operate in practice:

Employee applies to participate in voucher scheme

Employer considers application 

Professional accredited carer/service provider delivers service, accepting voucher as all 
or part of payment

Benefit provider delivers ‘voucher’, or payment mechanism, to employee

Employee chooses how to redeem from range of qualifying services available.  

Service provider redeems voucher for monetary payment from benefit provider 

4.4 It is important to note that funding made available through this scheme would be used for services
that are not currently provided in full by the state. Extra funding would be entirely additional to that which
is properly funded by the state and would not be a substitute for it.

5. The Benefits of this Approach

5.1 Older workers with care responsibilities would be the key beneficiaries of the introduction of a scheme
as described above. Using “care vouchers” to secure additional support for those they care for would enable
a better balance to be struck between paid employment and caring. This would alleviate some of the pressure
on workers with caring responsibilities, older workers in particular, helping them to remain in work for as
long as they wish, and would allow those currently excluded to rejoin the workforce.

5.2 The scheme would also create an additional funding route for services for elderly people, bringing
much needed resource into older people’s care. This would help to deliver the preventative health agenda
by providing care and support to older people who choose to remain living in their own homes.
Furthermore, the scheme would help to raise standards of care through a third party accreditation system,
providing a means of ensuring service providers are checked for criminal records and the necessary
qualifications.

5.3 Employers need to create innovative methods to support their changing workforce. This scheme
oVers a means to support recruitment and retention, especially of older workers and women. By helping
their employees to manage their caring responsibilities, employers can demonstrate their interest in
promoting wellbeing in their workforce and this, in turn, will increase the motivation and productivity of
their staV.

5.4 There are potential savings for the public purse through investment in low level care and support
services for elderly people. Such services can prevent or delay reliance on costly institutional care services
or hospital care. Research cited in the Wanless Social Care Review suggests that £60 per week spent on low
level care services can delay the need for more intensive and costly residential care for an average of 265
days.65 The Social Exclusion Unit published a breakdown of the economic case for preventative services and

65 Wanless Social Care Review, Social Care Needs and Outcomes—A Background Paper (July 2005)—
http://www.kingsfund.org.uk/health–topics/wanless–social.html
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activities. This highlights that for the over 65 age group accidents in the home such as burns and falls cost
the health service around £3 billion a year and create greater dependence on local authority services. The
report also asserts that reducing the rate of institutionalisation by 1% could save £3.8 billion a year.66

6. Recommendations and Conclusion

6.1 In conclusion, we recommend that the Work and Pensions Select Committee’s report into the
Government’s target of 80% employment makes a clear connection between removing barriers to the
employment of older workers and the need to support carers in the workforce. Furthermore, we recommend
that the Committee calls on the Department for Work and Pensions to make representations to HM
Treasury in support of this proposal, recognising the positive role a care voucher scheme could play in
supporting a diverse workforce. We would be delighted to provide more information about the proposed
care voucher scheme should that be required, and would be eager to provide spokespeople to submit oral
evidence to a subsequent hearing of the Committee.

September 2006

Memorandum submitted by One Parent Families

Introduction

1. One Parent Families is the leading campaigning organisation representing the 1.9 million lone parents
in Britain today. We aim to tackle poverty, isolation and stigma still faced by too many lone parents and
their children. In addition to our campaigning work we also provide a helpline for lone parents, receiving
over 20,000 calls a year, and run employability courses for lone parents wishing to return to work. We
therefore hear from lone parents across the country about the diYculties they face in entering or retaining
employment, and have substantial experience in helping them to address these.

2. 56.6% of lone parents are in work. There has been a staggering rise in the employment rate of lone
parents, from 42% in 1992 to 5.6% in 2005, with voluntary initiatives playing a large part in this rise. But if
the Government’s target of getting 70% of lone parents into employment by 2010 is to be achieved, a more
rapid increase in the employment rate will be needed, and this has led to renewed debate about whether
attaching stricter work requirements would be the best way to achieve this. For the target to be met, the
increase in lone parents employment in the next five years needs to rise three times as fast as it did in the
last five.

3. One Parent Families could not support compulsion to work and have real concerns about increasing
conditionality at this stage. We believe that such an approach:

— Does not take account of parenting responsibilities;

— Does not have the necessary infrastructure to support it;

— Would be an expensive use of already stretched resources within Jobcentre Plus and the
Department for Work and Pensions; and

— May be counter-productive and is unlikely to be the most eVective way to promote the sustainable
employment that will be necessary if the Government is to meet its employment target.

4. There is very little time to allow any new proposals to bite. The CSR and the Pre-Budget report
represent the last opportunity to directly aVect the likelihood of reaching the Government’s employment
target. Meeting the target to have 70% of lone parents in work will be diYcult but there are a number of
measures that the Government can take to increase its chances of doing so. Increasing conditionality for
lone parents on Income Support is not a productive route. However changes could be made to the structure
of the New Deal for Lone Parents to encourage more lone parents to join the programme, to get jobs and
to keep them. Accompanied by improvements to the in-work package, an increase in quality childcare and
an improvement in work life balance practices, these could make a real diVerence to the lives of many lone
parents and their children.

Barriers to Work

5. Lone parents present a particular challenge to policy because they are a very diverse group with
complex needs. Often this is discussed in terms of “barriers” to work. The most frequently cited barriers to
employment for lone parents are the lack of aVordable childcare, the fear of being worse oV in work than
on state benefits, and a lack of confidence in their own skills and experience.67 Other barriers include health
problems. Furthermore, many lone parents would like to pursue education and/or training in order to

66 Making life better for older people—An economic case for preventative services and activities (January 2006)—
http://www.socialexclusion.gov.uk/downloaddoc.asp?id%810

67 Lessof C et al (2001) New Deal for Lone Parents Evaluation: A Quantitative Survey of Lone Parents on Income Support
ESR101 (November 2001) DWP: SheYeld.
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change jobs or improve their prospects. Lone parents in work identified similar issue, suggesting that the
so-called “barriers” do not disappear when starting work, but instead become day-to-day pressures to be
coped with.68

Childcare

6. Each year more and more parents are choosing to return to work or education after the birth of a child.
But finding accessible, aVordable and quality day or after school care can be a lottery. According to findings
from the Families and Children Study 2004, almost one in 10 lone parents says that the cost of childcare
stops them working for 16 or more hours per week while around a third of lone parents say that childcare
in their local area is “not at all aVordable”. As an organisation we welcome the promise the Government
has made in its 10 year childcare strategy to deliver a substantial expansion in childcare. We have long
argued that the best way to control such costs, as well as to drive up quality in the childcare sector, is to shift
away from funding through the childcare element of Working Tax Credit and towards supply-side funding
to providers.

7. We welcome the promises made in the 10 year childcare strategy to deliver a substantial expansion in
childcare, and the additional funding that will be available through the Working Tax Credit from 2006.
However, there is a danger of assuming that the childcare promise has already been delivered. Experience
on the ground suggests that childcare is still both unavailable and unaVordable for many, and we think that
to ensure that childcare really is open to all, the Government may need to be bolder. The expansion in
childcare places needs to precede any expansion in lone parent employment; the single most striking
characteristic of the countries that combine a high proportion of lone parents in paid work with a low
poverty rate (such as Sweden) is the widespread availability of publicly funded childcare.69

8. As an organisation we have long argued that the best way to both control childcare costs and drive up
quality in the childcare sector, is a shift away from funding through the childcare element of the Working
Tax Credit and towards supply side funding to providers. We also believe that the tax credit system itself
would benefit from the childcare element being removed, in part because this would reduce the need for
responsiveness in the system. Although a subsidy would always be needed to pay for remaining costs, the key
delivery mechanism for this should be ring fenced funding through local authorities, to cover a substantial
proportion of childcare costs.

9. Lone parents moreover need to be encouraged to use formal childcare as it becomes more available
and this means explaining the benefits for their children, regardless of whether they themselves are in paid
work. We believe therefore that the link between financial support for childcare and full time work needs
to be loosened. A first step towards this may be to take up the suggestion in the consultation on the 10 year
childcare strategy that the childcare element of Working Tax Credit becomes available for those working
less than 16 hours a week, enabling lone parents to move more gradually into paid work. Childcare tasters
could also be expanded.

Making work pay

10. Gains to work for lone parents have improved with the introduction of the Working Tax Credit, but
the financial benefits to work for many remain low. Research for One Parent Families by Holly Sutherland
in 2002 found that for a lone parent working 16 hours a week at the National Minimum Wage, the gain to
work was only £34 a week, before the costs of childcare had been taken into account.70 Nor does work as
yet represent a reliable route out of poverty for lone parents: as discussed above the most recent Government
figures on poverty show that 13% of the children of lone parents in full time work and 27% of those in part
time work are still poor (defined as living below 60% of median income after housing costs).71

11. Further measures to make work pay are clearly needed— particularly given the evidence that low pay
acts as a barrier to employment retention.72 We think that these must include an increase in the National
Minimum Wage to at least two thirds of male median earnings—accompanied by an increase in the
threshold at which Working Tax Credit begins to be withdrawn. We know that many lone parents prefer
to work part time— with nearly half of those in work in spring 2004 doing so.73 We therefore think that
there is a case for lowering the number of hours that lone parents must work in order to claim the Working
Tax Credit from 16 hours.

68 Lessof C et al (2001).
69 Bradshaw J et al (1996), Policy and the Employment of Lone Parents in 20 Countries. York: SPRU.
70 Sutherland H (2002) One Parent Families, Poverty and Labour Policy One Parent Families.
71 DWP (2006) Households Below Average Income (HBAI) 1994–95—2005–05 DWP.
72 Evans M, Harkness S and Arigoni Ortiz R (2004) Lone parents cycling between work and benefits DWP Research Report

No 217, DWP.
73 Figures from the Labour Force Survey, Spring 2004 commissioned by One Parent Families. At this point 28% of all lone

parents were working full time and 26% part time.
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12. An eVective reform of the Child Support Agency could help the Government both to meet its child
poverty targets and those for lone parent employment. Receipt of child maintenance has been shown to
reduce the percentage of lone parents in poverty by 5 percentage points.74 The LOIS model developed at the
university of Bath also shows a much reduced risk of poverty post separation if maintenance is paid—
reducing subsequent years for children in poverty from 14 to 5 (if you assume no gaps in employment post
separation) and from 14 to 7.5 if you assume a two year gap in employment.75

13. Receipt of regular maintenance can also help lone parents return to work. A DWP sponsored study
of lone parents over 10 years found that, controlling for other factors, receiving new child support payments
was strongly associated with returning to work.76

Skills and education

14. The proportion of lone parents with qualifications has increased in recent years, and this has helped
to increase their employment rates. In 2001, 78% of lone parents had qualifications, compared to 74% in
2000.77 Lone mothers are less likely to have qualifications than mothers in couples (78% compared to 88%).
However, the proportion of lone mothers with qualifications is similar to that for women in low-moderate
income couples (78% compared to 81%). Fewer than one-half of lone parents (46%) have both a driving
licence and access to a car, compared to over three quarters (77 %) of mothers in couples.

15. The proportion of out-of-work lone parents with no qualifications is particularly high, A survey of
lone parents on Income Support found that just over one-half (51%) had neither technical nor academic
qualifications. Over one-half (56%) had no academic qualifications and more than three-quarters (77%) had
no technical qualifications.78

Employment rights

16. Although One Parent Families welcomes the progress made to promote rights at work, we believe that
more must be done if the Government is to achieve its employment target for lone parents. Lone parents, like
all parents, place a high value on spending time with their children, and those who feel they cannot combine
this with paid employment may prefer not to engage in paid work at all. Measures aimed at increasing rights
to flexible working will make a real diVerence not only to those lone parents who have entered employment
after a period of claiming benefits, but to the 31% of lone parents that our research with MORI found left
work at the time of becoming a lone parent.79

17. A lack of flexible working hours was the major barrier to returning to employment cited by the lone
parents in our evaluation of One Parent Families’ own Marks and Start employability programme.
Moreover, parents we spoke to in our “Family Fortunes” project (which investigated the ways that
employers could support parents to retain work at the point of family break up) stated that while
organisations often had flexible working policies, these were not implemented in practice. Stronger legal
rights will be necessary to make “family friendly working” a reality.

18. More could also be done to make sure lone parents are aware of their rights at work, and of the
financial and other support that may be available to them. Pilot work for our “family fortunes” project
found that parents were confused over leave and flexible working policy, but wanted advice on these from
a source other than their own line managers. The proposed “parents direct” helpline may be one way of
oVering such advice— but it must be able to either give or refer on to specialist advice on benefits and tax
credits that are vital for low income lone parents.

Health

19. Lone mothers and their children experience more health problems than mothers and children in other
family types. Over one-quarter (27%) of lone parents themselves have a long-standing illness or disability.
Lone parents are twice as likely to report their health over the last 12 months as “not good”, compared with
mothers in couple families.80 The most recent Government survey of families and children found that 26%
of all lone parents had a disabled child and 19% of all children living in one-parent families had a long-
standing illness or disability compared with 14% of children living in couple families.

74 Analysis by Professor Jonathan Bradshaw, University of York, of the 2002–03 Family Resources Survey.
75 Evan, M and Scarborough J, 2006 forthcoming, 2020 Vision: Child Poverty and Future Policy, Joseph Rowntree Foundation.

The model families age children born in 2005 over the next 16 to 18 years and use extrapolations of 1997–2004 earnings and
prices. It is assumed that they earn 1.3 times the National Minimum Wage (with diVerent assumptions made for the hours a
week they work). The maintenance payment they have assumed is the average payment in 2005 of £17.50. Its worth noting
that this model includes the eVect on other benefits, and allows those on IS only to receive £10.

76 Marsh A and Vegeris S (2004) The British lone parent cohort and their children 1991 to 2001, DWP Research Report
No 209. DWP.

77 Marsh A and Perry J (2003) Family change 1999 to 2001 DWP Research Report 180.
78 Lessof C et al (2001).
79 MORI (2004) Single parents and employment, Summary Findings, Research Study Conducted for One Parent Families

MORI and One Parent Families.
80 Barnes M, et al (2006) Families and Children in Britian: Findings from the 2004 Families and Children Study. (FACS) DWP

Research Report No. 306, DWP.
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Area based variations

20. HM Treasury has recently carried out some analysis on diVerences in employment rates for lone
parents in Inner and Outer London. Parents, and in particular lone parents are much less likely to be
employed in London than in the rest of the UK, 43.3% compared with 57.2%. Once the population
characteristics for London are controlled for, there is strong evidence that, for lone parents, being in London
has a significant detrimental eVect on employment rates.81

21. Childcare availability can be a particular problem in London. The number of childcare places in
London has almost doubled since 1999 but London has the fewest childcare places per 100 children of any
region of the country. Childcare costs are also higher in London than elsewhere. One estimate suggests that
costs for a nursery place for a child under two years of age are around 34% more than across England as
a whole.

22. We especially welcome the tackling of worklessness in the most disadvantaged communities,
including London through the recently announced Cities Strategy. We also welcome the fact that the
strategy is based on the idea that local partners can deliver more if they combine and align their eVorts
behind shared priorities, and are given more freedom to try out new ideas and to tailor services in response
to local need. In doing so, we hope it will contribute to the Government’s long-term aims of increasing the
number of people in work and tackling child poverty. However at the same we agree with the findings of
the Treasury’s findings that “further work is required to establish the precise reasons behind the diVerence
in labour market programme performance in London and to link these to population and labour market
factors.”82

Effectiveness of DWP’s National Employment Programmes

New Deal for Lone Parents

23. The New Deal for Lone Parents (NDLP), delivered by Jobcentre Plus, is the Government’s main
initiative to help lone parents into paid work. NDLP has seen a steady increase in participation rates, and
in the subsequent number of participants getting jobs (see Chart 1). Still in February 2006, only 63,370 lone
parents,83 8% out of a total population of 777,100 lone parent families on key benefits84 were participating
in the programme.

Chart 1: NDLP Programmes starts and job entries, trends over time
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http://193.115.152.21/new–deals/ndlp/live/lp–j–i/tabtool–lp–j–i.html

81 HM Treasury, (2006) Employment opportunity for all: Analysing labour market trends in London HMSO, HM Treasury.
82 ibid.
83 DWP statistics available at: http://193.115.152.21/new–deals/ndlp/live/lp–p/e–jcreg/l–status1/a–stock–r–e–jcreg–c–l–status1–

feb06.html
84 DWP statistics available at: http://193.115.152.21/100pc/is/ccdate/ccstatgp/a–carate–r–ccdate–c–ccstatgp.html



3500383015 Page Type [O] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Work and Pensions Committee: Evidence Ev 183

16. The programme does not seem to have become much more eVective at persuading people into work
since it has been established, if anything it has become slightly less so. Chart 2 compares programme leavers
with the number of jobs gained since the programme started.

Chart 2: Jobs gained as a percentage of programme leavers

0%

50%

100%

150%

200%

250%

300%

Sep
-98

Dec
-98

Mar-
99

Ju
n-9

9

Sep
-99

Dec
-99

Mar-
00

Ju
n-0

0

Sep
-00

Dec
-00

Mar-
01

Ju
n-0

1

Sep
-01

Dec
-01

Mar-
02

Ju
n-0

2

Sep
-02

Dec
-02

Mar-
03

Ju
n-0

3

Sep
-03

Dec
-03

Mar-
04

Ju
n-0

4

Sep
-04

Dec
-04

Mar-
05

Ju
n-0

5

Sep
-05

Dec
-05

Mar-
06

Source: http://193.115.152.21/new–deals/ndlp/live/lp–l–i/tabtool–lp–l–i.html and
http://193.115.152.21/new–deals/ndlp/live/lp–j–i/tabtool–lp–j–i.html

17. Helping more lone parents into work will require investment. We are already extremely concerned
that the freezing of Jobcentre Plus’s budget is impacting negatively on their ability to deliver employment
outcomes for lone parents. Moreover we do not believe than an extension in Work Focused Interviews
would be the best use of any additional resources.

18. Indicators and calls to our help line suggest that lone parents are unable to access the training or
support that they need due to shortfalls in budgets. As chart 3 shows, a lower proportion of participants in
the NDLP are now receiving training compared with 12 months ago. At the same time the number of
Adviser Discretion Fund awards being made has also fallen substantially: between May 2004 and May 2005,
advisers were making an average of around 9,000 ADF awards a month but between May 2005 and October
2005 this had fallen to an average of just over 6,000. Meanwhile from October 2004 to October 2005, the
average value of an Adviser Discretion Fund award fell from £105.67, to just £71.78.85

85 HC Deb 10 January 2006: Column 618W.
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Chart 3: Numbers and proportion of participants in NDLP in training at the end of each month

0
10,000
20,000
30,000
40,000
50,000
60,000
70,000
80,000
90,000

Nov-
04

Dec-
04

Jan-
05

Feb-
05

Mar-
05

Apr-
05

May-
05

Jun-
05

Jul-05 Aug-
05

Sep-
05

Oct-
05

Nov-
05

0.0%
0.5%
1.0%
1.5%
2.0%
2.5%
3.0%
3.5%
4.0%
4.5%

Number of participants Training at the end of the month %

Source: http://193.115.152.21/new–deals/ndlp/live/lp–p/ccdate/l–status1/
a–stock–r–ccdate–c–l–status1.html and HC Deb 10 Jan 2006: Column 617W

New Deal Plus for Lone Parents

19. Since Spring 2005, the New Deal Plus for Lone Parents has been operating in five areas of the country,
and the 2005 Pre-Budget Report announced that it would be extended to two more from 2006. This brings
together NDLP and several pilots to oVer:

— NDLP itself.

— 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.

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

20. We believe that much of the support outlined here is what the NDLP itself should be delivering across
the country. However, the combination of the £40 in work credit, access to the in work emergency fund, and
additional childcare support, oVers valuable additional support, and we believe that this should be rolled out
across the country. Combined with the Work Related Activity Premium, this would represent an impressive
package to help lone parents back to work.

Work Related Activity Premium (WRAP)

21. One Parent Families very much welcomes 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 oVer more to those furthest from
the labour market whom it has traditionally served least well.

22. We understand that at present DWP are suggesting that while lone parents with younger children
could “opt in” to WRA, those with children aged 11 or over would have to “opt out” of the activity and the
premium. We think that this firstly, will be incredibly resource intensive for Jobcentre Plus at a time when
they are already struggling (see below), 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.
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23. Focusing Work Related Activity on parents with older children appears to be based on the view that
when children go to secondary school, childcare constraints pose less of a barrier to work and it is therefore
fair to ask parents to engage more intensively in work search. It is clear that more lone parents with older
children do work—66% of lone parents with children aged 11–15 are already in work and lone parents with
children of this age group represent only 18% (or 24% on another estimate)86 of all lone parents on Income
Support. This suggests firstly, that those with parents 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 eVect on the 70% target.

24. We would therefore prefer to open Work Related Activity to all lone parents, on an opt in basis (see
below), rather than targeting this group. As those lone parents who have not yet moved into work are likely
to be more disadvantaged, it is likely that those with children of all ages would benefit from additional help
before the transition directly into work.

25. Personal Advisers will need significant extra training to implement this initiative successfully. Those
delivering the programme will need to develop the skills of professional careers advisers— and moreover
have a detailed knowledge of the local labour market in order to know which courses of training or activity
are likely to be most successful in moving a lone parent towards work. For the scheme to be eVective
Advisers will need to engage in a process of development with clients, that sees their progression into work
as a long term aim where this is necessary. The aim of the initiative should be to encourage a constructive
dialogue between the adviser and the lone parent, where the lone parent is motivated to take steps towards
work, and the adviser supports them in this aim. Key to establishing the tone of this dialogue will be the
reporting requirements for lone parents wishing to claim the premium. If the client feels that the adviser is
constantly checking up on them, the positive nature of the intervention may be lost. Moreover advisers are
unlikely to have either the time or resources to perform stringent checks that the lone parents are
undertaking the activities that they have agreed to. Advisers must also be given the freedom to operate the
programme flexibly. For example if a lone parent, in consultation with their adviser, changes from one work
related activity to another, we believe that activity payments should continue.

26. Finally, at present, the target structure under which Personal Advisers work which awards “points”
for job entry only gives them no incentive in order to engage lone parents in activities of this type. We have
long argued (an argument supported by the National Employment Panel among others) that the points
system should be reorganised in order to measure “distance travelled” towards work. The Job Outcome
Targets pilot, in which all oV flows from benefits into work are measured rather than recorded job entries,
is expected to be rolled out and to change the way that this structure works, with the aim of allowing more
focus on disadvantaged customers. But it is not yet clear whether this will lead to a greater focus on
movement towards, as well as into, work, and we think this may need to be encouraged more explicitly.

Work focused interviews

27. One Parent Families has accepted a limited amount of conditionality in the form of the introduction
of Work Focused Interviews (WFIs), as we believe that they can be a useful way of informing parents of the
options available to them. However, we are concerned that an increase in the intensity of the WFI regime
represents a move towards greater conditionality for lone parents—and a Jobseekers Allowance type regime
that fails to recognise their caring responsibilities. In our view this would be unacceptable.87

28. Even if we accepted a greater role for conditionality, we are unconvinced that this, and in particular
the introduction of further WFIs, represents an eVective means of meeting the target to have 70% of lone
parents in 2010. 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.88

29. Recently published analysis suggests a more positive eVect. 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.” 89

86 DWP give two figures for the number of lone parents on Income Support whose youngest child is aged 11 to 16 as follows:
(a) As at February 2005 there were 143.7 thousand IS Lone Parents who have a youngest child aged 11–16 years in Great

Britain. Lone Parents are defined as single claimants under 60 and not receiving the disability or pensioner premium.
(b) As at February 2005 there were 187.9 thousand single parents on Income Support who have a youngest child aged 11–16

years in Great Britain. This figure has been taken from the Working Age Client Group Analysis.
87 For more on One Parent Families’ views on conditionality please see Meeting the Target: Part 1, The Role of Conditionality

(One Parent Families 2005).
88 Knight G and Lissenburgh S (2004) Evaluation of Lone Parent Work Focussed Interviews: Final findings from administrative

data analysis DWP Research Report No 182, DWP.
89 Knight G and Thomas A (2006) LPWFI and review meetings administrative data analyses and qualitative evidence final report:

DWP Research Report 315 DWP.
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30. However, this research was not able to separate out the eVect of WFIs from the eVect of additional
schemes being piloted within the New Deal for Lone Parents. Perhaps more significantly, nor could it
separate out their eVect from the introduction of New Tax Credits, also in 2003, and the researchers state
that:

“it is not possible using these methods to separate the impact of these tax credit changes on the lone
parents from the impact of the LPWFI extension. As such, it should be accepted that the impact
estimates incorporate the combined impact of these changes together with the LPWFI 2003
extension.” 90

31. Given that the Institute for Fiscal Studies estimate that the impact of tax and benefit changes between
2000 and 2003—ie principally the introduction of new tax credits—has increased lone mothers labour supply
by 3.38 percentage points91 it is arguable that the whole of the eVect attributed to WFIs in this case can be
explained by the introduction of tax credits.

32. Moreover, we do not know the impact that additional WFIs beyond the first and review meetings may
have, and it seems probable that each additional WFI may have a declining impact. Qualitative evidence also
gives us some concerns about the impact of these additional meetings, which may compromise the voluntary
approach to encouraging lone parents into work, an approach that evaluation of the New Deal for Lone
Parents pointed to as influential in its current success.92 Evidence from the evaluation of Employment Zones
suggests that some advisers and private sector providers believe that WFIs are already having this eVect:

“[In some employment zones] there was a perception that mandatory WFIs had served to reinforce
rather than challenge attitudes about the benefit of working among some lone parents, particularly
those with young children. Increasing customer workloads in Jobcentre Plus, and the extension of
WFIs to other customers were perceived by some EZ managers to reduce the amount of time NDLP
advisers had available to discuss work and childcare options.” 93

33. One change we would like to see to the WFI regime is a change in when the first interview takes place.
A Work Focused Interview currently must be completed before a claim for Income Support can be
processed. The Social Security Advisory Committee, in their report on the introduction of quarterly WFIs
for those with children aged over 14, suggested that the initial WFI should be moved to the eighth week of
a claim, at a time when lone parents are more likely to be ready to talk about work— and we agree. Initial
WFIs have now been moved to the eighth week of claim for those on Incapacity Benefit.94

34. Measures to increase participation must therefore consider the needs of lone parents. Engaging them
in NDLP clearly requires that is seen as appropriate for their needs. So far, most of the initiatives to
encourage participation, for example the work search credit, seem designed to push those who are work
ready over the tipping point into work—rather than to encourage those who are furthest from the labour
market to address their barriers. One promising approach to engaging the harder to reach is the introduction
of Discovery Weeks. Our experience of delivering the programmes found that they had a real impact on lone
parents’ confidence about their ability to look for work—but in the transition from Discovery to the New
Deal for Lone Parents this confidence was often lost. We felt again this may be a facet of the programme’s
approach to more disadvantaged clients—and that if Discovery Weeks are to be successful this must be
addressed.

Contracting Out Services

35. The Green Paper on Welfare Reform suggested greater involvement of the private and voluntary
sectors in delivering welfare to work services. As a provider ourselves, we are not opposed to non-state
provision per se. Indeed, we are proud of the contribution we have been able to make over many years in
developing employability programmes, the most recent example of which is our Marks and Start
programme. The Green Paper suggested that such providers may be particularly appropriate for those with
a health condition or disability, but ministerial comments suggest that there is an appetite for greater
diversity of provision across the board. Private sector providers have been delivering some services to lone
parents since 2003, when lone parents became eligible to access “single provider Employment Zones” in
seven areas. From April 2005, lone parents also became eligible in “multiple provider Employment Zones”
and in Employment Zone areas of London, this provision entirely replaced NDLP. Here, we look at the
available evidence about how successful these providers have been.

90 ibid.
91 Blundell R, Brewer M and Shepherd A (2004) The impact of tax and benefit changes between April 2000 and April 2003 on

Parents’ Labour Supply IFS.
92 Evans M et al (2003) op cit.
93 GriYths R, Durkin S and Mitchell A (2006) Evaluation of the Single Provider Employment Zone Extension DWP Research

Report No 312, DWP.
94 The Social Security (Work-focused Interviews) Amendment Regulations 2005 (S.I. 2005 No 2005/2727) Report by the Social

Security Advisory Committee under Section 174 (1) of the Social Security Administration Act 1992 and the Statement by the
Secretary of State for Work and Pensions in accordance with Section 174 (2) of that Act. (October 2005) The Stationary OYce.
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36. No quantitative evaluation is yet available that compares job outcomes between NDLP and
Employment Zone (EZ) provision, but early qualitative findings suggest that this is due to a combination
of reluctance to refer from Jobcentre Plus and a feeling that Employment Zones could oVer no more than
NDLP:

“many advisers felt that NDLP oVered more than EZs could. For example, Jobcentre Plus advisers
could conduct WTC calculations and fast track applications on-line, whereas EZs could not. EZs
were also said to be unable to access the range of job vacancies available to NDLP advisers via LMS.
. . . The perception that there is nothing additional to see in EZ provision was, to a degree, confirmed
by EZs themselves. This was mainly attributed to diVerential funding within EZ contracts which was
said to make delivery for lone parents less cost eVective than for mandatory customers.” 95

37. They also found that “For job ready lone parents interested in securing work, there was nothing in
the evidence to suggest that EZ help was any better or any worse than help available through NDLP.”
However, there did appear to be benefits to the greater flexibility enjoyed by EZs: “lone parents with more
complex barriers to overcome often benefited from the availability of more holistic and intensive help in
EZs. In these circumstances, the greater flexibility and discretion available to EZ advisers could add value
to NDLP.”96

38. Multiples provider zones had also had problems recruiting lone parents, and again, there seems to
have been inadequate funding within the contracts to support this group: “Lone parents who are referred
by Jobcentre Plus are often described by providers as having too many problems to support with the
available money or not interested in work but only in education/training in preparation for work.”97

39. It is too early to draw firm conclusions about the eYcacy of the Employment Zone model for lone
parents. However, early indications suggest that we should be wary of seeing it as a panacea to the problems
faced by NDLP, as it too struggles to deal with those clients who are furthest form the labour market. The
single provider evaluation suggests that:

“. . . of greater diYculty for EZs were customers for whom a longer term intervention was
required . . . included here were lone parents, many with children of pre-school age, who were
unwilling or unable to make any firm commitment to returning rapidly to the labour market. The EZ
approach was less able to respond to these circumstances as the financial model on which they operated
was very much dependent on customers being willing and capable of work within a relatively short
period.”98

40. The multiple provider evaluation concurs that “provider staV felt that their ‘oVer’ was work first, and
that there was little they could do when lone parents waned to go into long term training or faced substantial
barriers.”99

Job Sustainability

41. There is a point at which encouraging a higher volume of entry into employment for those lone
parents with poor prospects will lead to only small increases in the net employment rate because of the high
probability of job exit. In order for the Government’s employment target to be met, not only do more lone
parents need to enter work, but those job entrants need to stay there, rather than returning to Income
Support. Evidence to date suggests that NDLP is performing moderately well in this respect.

42. Evaluation shows that 29% of those who gained a job through the programme returned to Income
Support within a year,100 and other evidence points to a problem of job retention more generally for lone
parents. Research in 2004 found that lone parents were twice as likely as comparable groups to leave their
jobs. The authors suggested that:

“if lone parents 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.”101

43. Without action to improve lone parents’ chances of staying in work, and of getting better jobs,
Government targets to have 70% of lone parents in work by 2010 and to halve child poverty by this date
will be threatened. Half of lone parents who worked between 1999 and 2003 were permanently low paid
during this period102 and Households Below Average Income data show that 9% of the children of lone
parents working full time and 27% of those working part time are still in poverty.103

95 GriYths R, Durkion S and Mitchell A (2006) Evaluation of the Single Provider Employment Zone Extension DWP Research
Report No 312 DWP.

96 Ibid.
97 Hirst A, Tarling R, Lefaucheux M, Short C, Rinne S, McGregor A, Glass A, Evans and Simm C (2006) Evaluation of multiple

provider employment zones; Early implementation issues DWP Research Report No 310.
98 GriYths R, Durkion S and Mitchell A (2006).
99 Hirst A, Tarling R, Lefaucheux M, Short C, Rinne S, McGregor A, Glass A, Evans and Simm C (2006).
100 Evans M et al (2003) New Deal fo Lone Parents: Second Syhnthesis of the National Evaluation DWP Research Report

No 163, DWP.
101 Evans M, Harkness S and Arigoni Ortiz R (2004) Lone parents cycling between work and benefits.
102 ibid.
103 DWP (2005) Households Below Average Income 1994–95—2003–04 DWP.
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44. The Government’s strategy to increase the lone parent employment rate has focused on job entry.
This is reflected in the Green Paper on Welfare Reform, which suggested additional Work Focused
Interviews as the main mechanism for getting 300,000 lone parents back to work. But 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. We know that the type of “low pay, no pay” cycle which the
research demonstrates is experienced by many one-parent families is particularly bad for children; 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.104 Moreover, the “work first” approach taken to
employment policy to date always carried with it the implicit assumption that once in work, lone parents
would be able to advance to better jobs. Yet evaluation of the New Deal for Lone Parents (NDLP) found
that lone parents tend to enter low paid, low skilled jobs oVering few opportunities for progression,
including occupations in catering, cleaning, care, retail, clerical, hair and beauty therapy.105

45. Focusing on better paid, better quality jobs for lone parents would also help to achieve broader
Government objectives. 21% of lone parents have no qualifications (compared to only 6% of couple families)
The figure is higher for lone parent families not working 16 hours or more a week, 31% of whom have no
qualifications.106 But only 6–7% of lone parents participating in the New Deal for Lone Parents receive any
help with training. The interim report of the Leitch Inquiry into the long term skills needs of the UK suggests
that there is a substantial need to increase skills among the “lower end” of the skills spectrum, and that “even
if the Government’s current ambitious targets were met, significant problems would remain with the UK’s
skills base in 2020”.107 Given their low qualification levels, lone parents are an obvious group to target with
measures to upgrade skills.

46. Two factors suggest that eVorts to improve lone parents’ prospects in the labour market must
concentrate not only on improving their own skills and qualifications, but also on improving the quality,
pay and conditions of the jobs that they are likely to take. Firstly, there is a danger that skills requirements
for jobs can increase without a corresponding increase in pay and conditions—Jane Mansour gives the
example of the Social Care sector,108 and there is some danger that this may also happen in childcare.
Secondly, while lone parents are enthusiastic about training, the demands of balancing work and family may
mean that asking lone parents to propel themselves upward whilst in work is unrealistic. As Bloom et al state
in their review of retention and advancement policy, “Low income, single, working parents . . . face
daunting daily challenges juggling work and parenting. It should not come as a surprise that many such
parents are reticent about participating in retention and advancement activities . . .”109 Policy should aim
to improve the quality and sustainability of all paid work, rather than simply concentrating on individual
trajectories from “bad jobs” to good ones.

47. Promoting retention and advancement may look expensive in the short term. But the longer term
investment it implies in skills, and the savings made from preventing cycling through employment
programmes and reducing reliance on in work benefits suggest that there is a strong economic imperative
for investing in such policies to save in the long term.

48. Qualitative research for the Department for Work and Pensions into the experience of low-income
families in the labour market suggests a further range of factors that are influential in determining the
sustainability of work. In the initial stages of employment, key determinants were:

— Financial gain;

— A better standard of living;

— The psychological and emotional benefit that could be derived from work;

— A motivation to work or escape benefits: “staying in work was portrayed as a way of escaping not
only benefits but also of expunging the stigma and shame associated with financial support from
the state”;

— Childcare arrangements; and

— The support of family and friends.

49. However, once participants had been in work for longer, “. . . it is no longer considered suYcient to
sustain any job as an alternative to life on benefit, and as a way of achieving financial, material and
psychological benefit, but that the job itself, and all it entails, is now equally important . . .”. While the
factors above remained important, employees were at this stage also considering:

104 Adelman L, Middelton S and Ashworth K (2003) Britain’s Poorest Children: Severe and persistent poverty and social exclusion
Save the Children. The update of this research also found that During 1994–2002, about two-fifths of children in persistent
and severe poverty (42%) or in short-term severe poverty (40%) were from households with at least two transitions between
work and no work, compared to only 14% of all children from such households. Magadi M and Middleton S (2005) Britain’s
poorest children revisited: Evidence from the BHPS (1994–2002) CRSP Research Report 3 Save the Children.

105 Evans M et al (2003) New Deal for Lone Parents: Second synthesis report of the national evaluation DWP.
106 Barnes M, Lyon N, Morris S, Robinson V and Wan Yau L (2005) Family Life in Britain: Findings from the 2003 Families

and Children Study (FACS) DWP.
107 Leitch Review of Skills (2005) Skills in the UK: The long-term challenge Interim Report HM Treasury.
108 Mansour J (2005) Skills and sustainable welfare to work Work Directions.
109 Bloom D et al (2002) New strategies to promote stable employment and career progression; an introduction to the

Employment Retention and Advancement Project MDRC.
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— Their relationship with colleagues;

— Their relationship with the employer;

— Progression at work; and

— The fit of the job with other commitments and aspirations.110

50. Qualitative research suggests that the challenges of combining work and family life may put a brake
on eVorts to advance in the labour market, particularly for women. The DWP research cited above found
that while parents appreciated the material benefits that work could bring to their children, “. . . parents
were still concerned about the negative implications of work on their children’s emotional well-being.
Women reported that their children ‘missed’ them or in some ways resented parental involvement in
work”,111 suggesting that “advancement” which involves working longer hours may be problematic for
some lone parents. It is important to note therefore that not only is it necessary that there are opportunities
for advancement within jobs, but also that lone parents feel able to take these up, without sacrificing the
fine balance of commitments to work and home.

Encouraging Retention

51. The development of the In Work Emergency Fund (IWEF) is an important step towards this
approach, and early evaluation shows that it is working well: “All advisers welcomed the introduction of
the IWEF and felt it had a crucial role to play in sustaining lone parents in employment . . .”.112 We think
that if resources are too constrained to roll out the full New Deal Plus for Lone Parents service across the
country, this fund should be the priority for roll out. We would also like to see the period for which the fund
can be accessed extended from 60 days to six months.

52. Measuring employment sustainability at 13 weeks for Employment Zone contractors has appeared
to have some impact in promoting sustainable work, and we believe that altering the incentive structure for
advisers working in Jobcentre Plus could achieve a similar aVect. We think that a longer term perspective
than 13 weeks is necessary, and suggest that job outcomes are measured at three, six and 12 months after
job entry for both Jobcentre Plus and other providers. The introduction of the Job Outcome Target in
Jobcentre Plus should make this easier to achieve.

53. Evidence suggests that encouraging skill development prior to work can help to secure sustainable
job outcomes. We suggest two further measures to promote this. Firstly, extending access to NVQ Level 3
training across the country. Again, the recent evaluation shows that this is both popular and eVective
(although there had been some problems in sourcing suitable provision): “Advisers said that there was a
clear customer demand for NVQ Level 3 training courses, and immediate vacancies were said to exist for
lone parents qualified to NVQ Level 3 in childcare.”113 Some of the lone parents who had accessed such
training had been on Income Support for a long period of time— suggesting that improving the “oVer” to
lone parents may be a more eVective way of motivating this group than increasing the pressure to which
they are subjected. Secondly, we think that a diVerentiated approach may be needed for those who are
returning to the Jobcentre for a second time having failed to sustain work. In order to promote this, we
recommend that the level of the Adviser Discretion Fund be increased for this group.

54. Finally, we remain convinced that the demand led model piloted in the Ambition programmes can
deliver positive results for lone parents, encouraging them to develop skills in the areas that employers need.
We believe that the Government must examine ways to implement such programmes at a local level—and
to ensure that these are linked to the National Employer Training Programme, providing training that starts
outside employment, but can continue within it.

Conclusion

55. Good progress has been made towards the 70% employment target for lone parents with 56.6% in
paid work, yet there is still a long way to go. The NDLP is very cheap but is weak at reaching those furthest
from the labour market and weak on job retention. In particular there should be greater focus on education
and training. Currently 29% of those getting a job through the NDLP, return to IS within one year.

56. There remains the problems of eYciency savings and the performance of Jobcentre Plus. We are
concerned that resources will not be suYcient to implement the WRAP eVectively and spending money on
extra WFIs may not be the best use of resources. We have outlined in this submission the kind of NDLP we
believe should be delivered across the country as well as the remaining infrastructure developments we
consider are essential to enable more lone parents to take up and retain paid work. These include: further

110 Graham J, Tennant R, Huxley M and O’Connor W (2005) The role of work in low income families with children—a longitudinal
qualitative study DWP Research Report No 245 DWP.

111 Graham J, Tennant R, Huxley M and O’Connor W (2005) op cit note viii.
112 Thomas A and Knight G (2006) LPWI and review meetings administrative data analyses and qualitative evidence final report:

DWP Research Report 315 DWP
113 Thomas A and Jones G (2006) op cit.
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expansion of high quality and aVordable childcare, making work pay, making work more flexible, a role for
reform of the CSA and the need for a continuing commitment to increasing the levels of Child Benefit and
tax credits.

September 2006

Memorandum submitted by Age Concern

1. Summary

1.1 Age Concern welcomes the opportunity to submit evidence to the Committee. The remit of the
inquiry covers all issues aVecting the employment of people over 50 so we have prepared an extensive
submission. Our comments are confined to issues relating to older workers and we have not commented on
employment policy aVecting younger adults who are lone parents or from ethnic minority backgrounds (the
issues obviously overlap but there is little evidence on specific needs of, for example, older people from ethnic
minority backgrounds).

1.2 Over the summer Age Concern reviewed its policy recommendations for extending working life. We
have made around 40 proposals, which are grouped under the headings: welfare to work; benefit reform;
health and work; lifelong learning; age equality; pay, quality of work and labour market inequality; flexible
working and retirement; self-employment; financial incentives for extending working life; women, carers
and people from ethnic minority groups; State Pension Age; cross-Government co-ordination on advice
and services.

1.3 The “headline” employment rate should include people in work over State Pension Age. The 80%
aspiration should be translated into a clear target of three million extra workers over the next 10 to 15 years.
Over the next 20 years achieving the 80% target will more than oV-set the impact of demographic change,
although by mid-century there would still be a modest decline in the dependency ratio.

1.4 The aspiration for one million more older workers should be “operationalised” by setting a target of
increasing the employment rate for 50 to 69 year-olds by 1% per year.

1.5 There are 1.5 million additional older workers since 1997, but a further million want to work, and
many face significant labour market barriers, including:

— Poor health—60% of over-50s wanting work have a limiting health condition. Close to half of
Incapacity Benefit claimants are over 50, and they face the greatest chances of becoming long-term
claimants.

— Low skills—56% of over-50s wanting work lack Level 2 qualifications. People over 50 with low
skills and poor health have only a one third chance of being in work.

— Employer attitudes—age discrimination is the most common form of discrimination. Employers
also have negative attitudes towards people with health problems and long-term benefit recipients.
Flexible retirement goes against the grain of many workplace cultures.

— Caring responsibilities—one in five people in their 50s are carers.

— Diversity issues—there are now as many women as men claiming Incapacity Benefit in their 50s.
The employment penalties for being over 50 and for being from a minority ethnic background add
together.

1.6 The Government has a good record on reducing the numbers receiving benefits, but we have a number
of concerns with current welfare to work programmes.

— Incapacity Benefit—there has been significant success in reducing the numbers of new applications,
but the duration of claims has risen. The most significant challenge for welfare reform is therefore
supporting long-term clients not early intervention.

— Pathways to Work—some of the early evidence suggests that Pathways is far less eVective for
over-50s than for younger people, and as a result the age-related “gap” in outcomes is rising. The
evidence paints a mixed picture so further evaluation is needed.

— Jobseeker’s Allowance—over-50s have shared in the general decline in the claimant count, but the
fall in long-term claimants have been slower for people over 50.

— The New Deal—together the programmes have supported 250,000 people over 50 find work. 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 halved. New Deal 25 Plus remains
moderately successful and we support plans to extend the Intensive Activity Period to older
claimants. The long-term future of the New Deal remains in doubt with no news of the proposals
for a personalised, streamlined New Deal.

— Welfare to work options—Take-up of volunteering, self-employment and training options is
disappointing and these services should be better promoted.
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1.7 There are large numbers of over-50s wanting work in every region and nation. People over 50 without
work are more widely dispersed across local authority areas than people out of work aged 25 to 49, so area-
based initiatives will always exclude large numbers of older workers. Conversely, there are also more pockets
of severe employment disadvantage for over-50s than for adults aged 25 to 49; and these are not always the
same disadvantaged areas. The Government therefore needs to “age proof” the selection of area based
initiatives.

1.8 In principle we welcome private and voluntary sector delivery of welfare to work services, however:

— Outsourcing should not be motivated only by DWP budget or headcount reductions.

— The pace of procurement should not outstrip the capacity of providers to deliver.

— The needs of older clients should be designed into the procurement process with age requirements
built into performance targets, incentive payments and/or service specifications.

— Financial stability is needed, with guaranteed work and a reasonable balance between core funding
and outcome-related payments. Outcome payments should reward “distance travelled” and job
retention as well as job entry.

1.9 In the context of extending working life “job sustainability” means helping people retain work rather
than leave their job, as well as supporting people who are moving into work after a spell on benefits.

1.10 Further detail is needed on the Government’s plans for (1) supporting people in their early-60s once
State Pension Age begins to rise, (2) promoting flexible retirement and (3) supporting people plan work and
retirement options.

1.11 Action on job retention should include a focus on low income in work. Take-up of Working Tax
Credit for people without dependent children is extremely low (140,000 over-50 households). The
Government should also recognise the problem of older people’s “under employment” and the “age pay
gap”.

1.12 Workplace health initiatives should have a particular focus on mid-life and older workers. For
example the eligibility requirements for claiming Working Tax Credit on grounds of disability should be
relaxed. The Government should test support for people who develop health problems at work, in particular
people on sick leave.

1.13 Improved support is needed to help people who return to work from benefits:

— New services need to be tested, including (1) training guidance and the promotion of skills
entitlements; (2) help with health conditions and flexible working.

— Financial support, including the promotion of Working Tax Credit and visible, flat-rate payments
such as the Return to Work Credit.

2. Introduction

2.1 Age Concern England (the National Council on Ageing) brings together Age Concern organisations
working at a local level and 100 national bodies, including charities, professional bodies and
representational groups with an interest in older people and ageing issues. Through our national
information line, which receives 225,000 telephone and postal enquiries a year, and the information services
oVered by local Age Concern organisations, we are in day-to-day contact with older people and their
concerns. Age Concern is a provider of training and welfare-to-work services, through Age Concern
Training, and through local initiatives in around 15 communities across England. We also oVer a national
information and advice service for individuals about their rights under the new age discrimination
legislation.

2.2 Age Concern welcomes the opportunity to submit evidence to the Committee and would be pleased
to oVer oral evidence. The remit of the inquiry covers all matters aVecting the employment of people over
50 so we have prepared an extensive submission. In response to the Committee’s specification we have
skewed our comments towards policy for people who are currently without work, but we believe that
“in-work” issues are just as important for promoting extended working life.

2.3 Our comments are confined to issues relating to older workers and we have not commented on
employment policy aVecting lone parents or people from ethnic minority backgrounds. These three groups
obviously overlap, but there is very little evidence on specific issues aVecting older people from ethnic
minority backgrounds and older lone parents.

2.4 Employment and social security policy are reserved issues, so many of our comments apply to Great
Britain as a whole. Age Concern England is responsible for developing proposals for Age Concerns across
the UK on reserved matters. We are in regular liaison with Age Concerns in Scotland and Wales to discuss
the national implications for GB policy. Some of the policy issues raised here are devolved, for example
health and skills policy. Our comments on these subjects apply to England only.
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3. Policy Recommendations

3.1 Over the summer Age Concern reviewed its policy recommendations for extending working life. The
proposals below all have the potential to support the Government in achieving its employment aspirations
for older workers.

Welfare to Work

3.2 The DWP should reverse the steep decline in the performance of New Deal 50 Plus. The Training
Grant and the 50 Plus tax credit should be intensively promoted. The programme should be used to top-up
the support on oVer through other initiatives, such as Pathways to Work.

3.3 Welfare to Work support needs to be available earlier for older people at risk of becoming long-term
claimants. New JSA clients should be screened to identify older claimants who match the profile of people
who are likely to make a long-term claim. These claimants should be oVered the full range of Welfare to
Work support immediately. Support under Pathways to Work should be available on a voluntary basis as
soon as a claim for Incapacity Benefit begins and similar support should be available to JSA claimants with
health problems and people receiving Statutory Sick Pay.

3.4 Training and skills should be at the heart of welfare to work programmes for older people. Training
should be a “third pillar” of the Pathways to Work options (the first two being job-brokers and Condition
Management Programmes). Further Education should be free for Incapacity Benefit claimants. Support
under New Deal for Skills should be oVered to people with out-dated qualifications or skills. For older
claimants there should be support for mid-career occupation-change and long-term skills development,
rather than just gaining the skills to secure an entry-level job.

3.5 Welfare to work programmes must shift their focus to supporting people in the workplace with
retention, training and progression. 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.

3.6 A new approach is needed for long-term older claimants. They should be oVered personalised advice
and support, focusing on their “whole-life” rather than just work and health. Financial incentives should
be available for engaging with services, with delivery mainly through voluntary and private services that are
based in the community and not associated with the policing of benefits. They should not be compelled to
take part in a repetitive cycle of activities. Targets and funding should take account of success in improving
people’s employability rather than just achieving job outcomes.

Benefit Reform

3.7 All benefit recipients should receive a “low cost but acceptable” income which rises in line with rising
aZuence across society, based on objective evidence such as budget standards research.

3.8 People moving onto Incapacity Benefits from Statutory Sick Pay should not have their income
reduced while they are waiting for a health assessment.

3.9 Following a health assessment Employment Support Allowance should be paid at the same rate to
all claimants, to avoid perverse incentives and ensure all long-term claimants have an adequate income.

3.10 Participation in work-related activities (rather than interviews) should not be compulsory for
Incapacity Benefit clients, as there is no evidence that this will lead to increased job entries and considerable
concerns that it will reduce claimants’ trust in services.

Health and work

3.11 The Government’s strategy for healthy workplaces needs to take explicit account of the needs of
middle aged and older workers. For example, it should learn from and promote Finnish experience of
occupational health, where older workers have been helped to stay in work through changes to jobs and
lifestyle.

3.12 Initiatives to improve occupational health, safety and wellbeing should be coordinated with the
promotion of good practice in equality and diversity. The new Commission for Equality and Human Rights
should develop a strategy for enforcing discrimination law that prioritises healthy workplaces and the
inclusion of older and disabled workers.

3.13 Health and work should be a key priority for the single Equality Bill, promised in Labour’s 2005
manifesto. The Government should revise equality law so that it better promotes employment retention
among people who become ill at work and improves the rights of recruits with health problems.
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3.14 The Government should improve access to disability-related tax credits at the onset of ill-health, by
ending the requirement that claimants must spend time oV-work and suVer a detriment to be eligible.

3.15 A national programme of health and work related support should be developed for people receiving
Statutory Sick Pay, building on the lessons from the DWP pilots on Job Retention and Rehabilitation and
GP-based employment advice.

Lifelong learning

3.16 The Department for Education and Skills and the Learning and Skills Council should move away
from the “front-loading” of education towards a model based on regular access to learning, throughout
longer working lives. The Treasury has announced that the 2007 Spending Review will include a cross-
cutting theme on demographic change. In response, the Spending Review package should include a
significant increase in funding for post-19 learning. The new entitlement to free tuition to a first Level 3
qualification should be extended from people under 25 to all adults. Other entitlements to free or subsidised
learning should be actively promoted to older people.

3.17 Implementation of these objectives should be supported by a duty to promote age equality, which
would require the “age-proofing” of funding, curriculum, and the marketing and delivery of courses.

3.18 Information, advice and guidance on careers and skills needs to be re-configured, to meet older
people’s needs. A free face-to-face guidance service should be available to anyone out of work and to people
with low-skills in work. There should be improved coordination and integration with other advice services
for older workers.

Age Equality

3.19 The Government should outlaw Mandatory Retirement Ages, as part of the single Equality Act.
One option is a sunset clause that would bring retirement ages to an end in 2011.

3.20 The Government should resource the “shadow” CEHR commissioners to develop and consult on
a draft Statutory Code of Practice on Age Discrimination, so it can come into force as soon as the CEHR
is launched. As well as explaining the law the code should emphasise good practice and the benefits of
employing people of all ages.

3.21 The proposed single Equality Act should include a power permitting the Government to introduce
secondary legislation to restrict the scope for justifying age-based treatment. 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 use of its power to tighten the legislation.

3.22 The CEHR should consider carrying out inquiries on:

— Age segregation in sectors where older workers are severely under-represented.

— Entry-level recruitment to professional and managerial occupations.

— The “age pay gap” and the under-employment of qualified older workers.

— Barriers facing older people with poor health and low skills.

3.23 Agencies working with small and medium-sized employers (eg Train to Gain skills brokers; Business
Links; Jobcentre Plus) should develop and use tools to explain the implications of demographic change for
local labour markets and skills shortages in a way that is relevant to individual businesses.

3.24 The school curriculum and careers advice for young people should challenge age-based prejudice
and reflect the reality of longer life expectancy and working-lives (ie age diverse workforces and multiple
career-changes).

Pay, Quality of Work and Labour Market Inequality

3.25 The minimum wage should continue to be raised by more than rises in median or top earnings. This
will reduce income inequality among people in work, improve future pensions for some low income groups,
and reduce the problem of low take up of tax credits among older workers without dependent children.

3.26 The Government or the Commission for Equality and Human Rights should carry out an inquiry
on causes and solutions to the “age pay gap”.

3.27 The Government should take action to improve the quality of work and pay of people in caring
occupations, which are determined by public spending decisions.
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Flexible working and retirement

3.28 The right to request flexible working should be extended. It would be simplest to extend the
procedure to all employees, but if this was not politically feasible it should be available to older workers
nearing the end of their careers.

3.29 The tax credit system should be reformed to make part-time work pay for people without children.
The top priority is to provide support for carers who are working part-time.

3.30 The Government should encourage the joining-up of initiatives promoting and providing guidance
on flexible working, so that it is seen as something for everyone rather than diVerent minority groups.
Flexible working needs to be part of mainstream employment culture or it will continue to disadvantage
people who want or need to use it.

3.31 Government information and advice for people in their 50s and 60s should provide comprehensive
advice on the transition from work to retirement and promote flexible working as a mainstream retirement
option. For example pension forecasts could illustrate the financial returns of part-time work.

Self employment

3.32 The Government should invest in the Jobcentre Plus self-employment option, with: access to test-
trading for recipients of all out-of-work benefits; active promotion of the self-employment option to all older
clients; instant access to the programme for any client profiled as being at-risk of a long-term benefit claim.

3.33 All relevant information and advice for people in their 50s and 60s should promote self-employment,
particularly information, advice and guidance on skills and careers, and mid-life planning programmes.

Financial incentives for extending working life

3.34 Employers should be unable to set upper age limits for entry into pension schemes, as this
disadvantages older people in recruitment.

3.35 The Government should accept the emerging consensus that an adequate basic state pension, rising
in line with earnings, is an essential incentive for working and saving longer. The upward trend in means-
testing should come to an end.

3.36 Financial incentives for part-time working are inadequate for people over 60:

— Tax credits for part-time work should be available for people eligible for a state or occupational
pension.

— The earnings disregard for Pension Credit should be substantially increased or removed to reward
part-time work, particularly for people aged 60 to 64 who are not eligible for savings credit.

Women, carers, people from minority ethnic groups

3.37 Women who experience low paid work and take time oV to care should be able to build up an
adequate retirement income, through a combination of state and private pensions.

3.38 Tax credits for carers working part time (including an increment to reflect the costs of caring) should
be introduced alongside the introduction of the “right to request flexible working” for carers.

3.39 The DWP should evaluate the eVectiveness of its welfare to work programmes for older women and
commission evidence on what works for this client group. Priorities for enhanced support include carers who
want to work and partners of benefit recipients. It should develop a strategy for increasing the average age
of women’s retirement to match that for men, in-line with increases in the State Pension Age.

3.40 The CEHR should investigate the labour market disadvantage of older people from minority ethnic
backgrounds, and assess whether employment initiatives for wither older or minority ethnic groups are
meeting their needs. It should develop a strategy for tackling multiple discrimination by supporting
litigation using age and race discrimination law.

State Pension Age

3.41 In advance of the equalisation of the State Pension Age at 65, the Government should develop a
welfare and employment strategy for people in their early 60s. This should accompany its current welfare
reform programme since many future claimants of Incapacity Benefits will be in their 60s.

3.42 State pension age should not be increased beyond 65 unless all of the following criteria are met:

— the increases is part of a clear package of improved state pension provision;

— progress is being made in the reduction of health inequalities;

— there is a suYciently long notice period to enable people to revise plans for retirement;
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— the least well oV are protected; and

— there is a programme of action to provide better opportunities for working longer.

Cross Government co-ordination of advice and services

3.43 The DWP should develop a national approach to information and advice for people in their 50s who
need to make choices about work, savings and retirement, building on the experience of pensions forecasts
and “informed choice” initiatives.

3.44 The Government should pilot local approaches to joining-up advice and service provision for people
in their 50s and 60s, for example by broadening out Link Age Plus to ensure it focuses on the needs of all
people over 50.

3.45 The Government should also improve cross-departmental co-ordination of services for people in
their 50s and 60s. Existing initiatives including the Opportunity Age strategy and partnership group and the
Customer Director for Older People must have genuine coverage of the issues aVecting all people over 50.

4. The Government’s Targets

The 80% target

4.1 Age Concern warmly supports the Government’s 2005 commitment to a “new aspiration of moving
towards the equivalent of 80% of the working-age population in work”.[1] The “80% target” is of great
symbolic importance, setting out an ambition for continued employment growth. However, the
Government has not so far defined exactly what the target means or when it should be achieved by:

— The Numerator—how will the target take account of people working over State Pension Age?

— The Denominator—when and how will the Government adjust to the shift in State Pension Age?

— Timescale—when should the target be achieved by?

4.2 The Government needs to provide concrete detail of how the employment rate will be measured,
building on its commitment in the DWP Five Year Strategy to review the current indicator.[1]114 As part of
this review we recommend that the unhelpful term “working age” is dropped.

4.3 Age Concern proposes that the following approach is taken to defining the “80% target” and a new
employment rate—outlined here step-by-step:

— In 2006, there are 27,800 workers aged between 16 and today’s State Pension Age.

— In 2016, 30,800 workers would be needed to achieve an 80% employment rate for people aged
between 16 and today’s State Pension Age.115

— The Government should therefore aim to increase the workforce by three million.

— 1.2 million workers are over the State Pension Age (ie the total workforce is 28.9 million).

— To take account of these workers, without “moving the goalposts”, the aspiration for employment
should be a workforce of 32 million.

— A new “headline employment rate” should be established, with a numerator of all working adults,
and a denominator of adults aged between 16 and 65.

— Today this employment rate stands at 74% (28.9 million workers; 39.3 million adults under 65).

— To achieve a target of 32 million workers this employment rate would need to rise to 79% by 2016
(32 million workers; 40.3 million adults under 65).[2]

4.4 An aspiration of adding three million jobs to the economy sounds very ambitious. However our
assessment is that it should be relatively achievable over the next 10–20 years (as long as economic conditions
remain benign, so that changes in labour supply are matched by demand). After all, employment has grown
by 2.4 million since 1997 [3]. The three million jobs break down as follows:

— Roughly one million new jobs can be expected as a result of demographic change (see below).

— A further one million new jobs will be created if current trends in employment growth continue [4].

114 “The forthcoming equalisation of the State Pension age and the increasing number of people who choose to work past the State
Pension age means that we need to consider whether the current definition of the employment rate will remain the most appropriate
for the future.
The equalisation of the State Pension age will see the definition of working age in the UK change from 16–59 for women and
16–64 men to 16–64 for all by 2020. Reflecting this change in the employment rate statistics would bring the UK into line with
international practice. The working-age employment rate on this basis is 73.1% rather than 74.7%.
We also need to recognise that there are already one million people above the current State Pension age in work (including around
half a million people aged 65 or over). This trend will continue as we seek to promote employment opportunities among those
close to or above the State Pension age.”

115 2016 has been taken as a reference year, but the results are almost identical for 2020—ie a target of 32 million jobs and a 79%
employment rate.
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— The final million jobs can be achieved by an acceleration in employment growth through new
labour market policies (although on current trends the 80% target will be reached eventually, as a
result of demographic change).

Demographic change

4.5 The Government has repeatedly linked its aim of achieving an 80% employment rate with the need
to prepare for an ageing society.

Achieving our long-term aspirations will play a significant part in meeting the challenges of our ageing
society. If current employment rates remain constant, the economic dependency ratio (defined as the number
of non-workers supported by each worker) would increase by almost a quarter by 2050. However, with an
employment rate of 80%, this ratio would be roughly the same in 2050 as it is today.[1]

4.6 We broadly agree with the Government’s description of the eVects of achieving the 80% target. Our
preferred measure for the “dependency ratio” is the proportion of the population who are working (ie 47.8%
of today’s population are in work). We have calculated the impact of achieving the 80% target, and
compared this to the impact of employment remaining static (relative to the population aged 16 to 64). This
shows that:

— With no change to employment the dependency ratio will fall to 43.4% by 2036.

— Achieving an 80% employment rate would lead to the ratio being slightly higher in 2026 than it
is today.

— Achieving an 80% employment rate would lead to the ratio dipping to 46.6% by 2036—slightly
below today’s levels.

Impact of retaining today’s employment rate or achieving the 80% target [2]

Static employment rate
(ie changes in line with changes

in numbers aged 16–64) 80% target achieved*
Workers Dependency ratio Workers Dependency ratio

2006 28.9 million 47.8% 31.2 million 51.6%
2016 29.7 million 46.9% 32 million 50.5%
2026 29.9 million 45.3% 31.9 million 48.3%
2036 29.4 million 43.4% 31.6 million 46.6%
2044 29.8 million 43.4% 31.9 million 46.5%

* calculated on the basis described in paragraph 4.3.

4.7 Our conclusion is that achieving an 80% employment rate over the next 10 to 20 years would have
positive impacts for the economy that would more than oV-set changes in the demographics. However, this
is not the case in the longer term. Therefore over time, aiming for an 80% employment rate for people aged
16 to 64 will become less appropriate, as this age group becomes a smaller part of the population.

Employment Requirements to maintain today’s dependency ratio

2006 2016 2026 2036 2044

Employment 28.9 million 30.3 million 32.6 million 32.4 million 32.8 million
Employment rate* 74% 75% 78% 81% 81%

* Age Concern’s proposed employment rate (numerator—all workers; denominator—adults aged 16 to 64).

The One Million Older Workers target

4.8 The Government has said that as part of achieving 80% employment rate it wants to increase the
number of older workers by one million [5]. We welcome the inclusion of an aspirational target for increasing
the employment of older workers as this serves to target attention on issues aVecting older workers.

4.9 Age Concern has previously highlighted to the committee the risk of “double counting”; the targets
for one million more older workers and a reduction in Incapacity Benefit claimants of one million focus on
an overlapping client group. The Government assures us that double counting is not intended but has not
set out a mechanism for how this will be avoided.116 No details have been announced about how the older

116 The two targets are for diVerent measures and based on diVerent data sources. The Incapacity Benefit target is for a reduction
in the number of claimants, presumably based on administrative data. The older workers target is for an increase in the
number of workers, based on the Labour Force Survey.
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workers goal will be defined and whether interim objectives are needed to achieve it. The latter are
particularly important because otherwise there will be little incentive for helping today’s over-50s who will
have retired in 10–20 years time.

4.10 The target for older workers appears to be extremely un-demanding. Today there are 1.5 million
extra older workers compared to 1997. Over the next decade this trend is likely to continue because of the
ageing of the workforce and the gradual increase in women’s State Pension Age from 2010. By 2016 there
will be one million extra older workers than today even if employment rates for this age group simply remain
constant [2]. On top of this, ONS projections suggest that there could be up to 150,000 extra women in the
labour force as a result of the increase in State Pension Age [4]. We were therefore puzzled by the statement
in A New Deal for Welfare that the target of one million extra workers is for the long-term, beyond 2020.
Such a long time-frame only makes senses if employment gains resulting from (1) the ageing of the
population (2) the equalisation of State Pension Age and (3) reductions in the numbers receiving Incapacity
Benefit are all to be disregarded from the target. This certainly avoids double-counting but it also creates a
target which is non-transparent and runs over an unrealistically long time-scale.

4.11 We do not believe the aspiration for extra older workers should be consigned to the long-term. We
recommend that the Government states its employment aims for older people for the short and medium term
and sets clear, stretching targets, including interim way-makers. The one million goal should be
“operationalised” as part of the process of refreshing the DWP Five Year Plan and setting new PSA targets
during the 2007 Comprehensive Spending Review. This could be achieved by adopting a target of increasing
the employment rate for 50 to 69 year olds by 1% per year during the life of the next Spending Review
period.117

The PSA target—employment rate for people aged 50 to 69

4.12 It is important to note that the DWP’s current target for older workers is for people aged 50 to 69
rather than 50 to State Pension Age. Since this target was adopted in 2004 regular statistics have not been
published, so it has not been possible to evaluate progress (although there have been positive trends for older
workers both above and below state pension age). The Government will certainly achieve its very modest
PSA target of increasing the employment rate for this group by 1% by 2008.

4.13 We believe that DWP and ONS should move to regularly reporting on this indicator of older
workers’ employment as a contribution to breaking-down the artificial divide of State Pension Age and
focusing policy on employment both before and after eligibility for a pension.

5. Barriers Facing Older Workers

5.1 People over 50 have been key beneficiaries of the Government’s economic and labour market policy
and, as stated, there are today 1.5 million extra older workers, compared to 1997. This is mainly a result of
demographic change and the strong and stable economy, but welfare to work initiatives have also played a
role. The New Deals have helped around 250,000 people over 50 into work (see below). Despite the progress
made in recent years significant challenges remain and close to one million older people are without work
and want a job.[3] [6] Age Concern has calculated that if everyone aged over 50 who wants a job was in work
this would add £29 billion to the economy (equivalent to 3% of total output).[7]

5.2 The traditional concern of the DWP and its predecessors has been to support people who are out of
work find jobs. This must remain an important element in the Government’s strategy for older workers.
However extending working life by increasing job retention is likely to make a more numerically significant
contribution to the Government’s aspirations for older workers. It is also certainly a cheaper option, since
helping people stay in work can be achieved without the direct provision of expensive services.

5.3 However Age Concern is extremely concerned that people over 50 who are out of work should not
be left behind. We believe there is a two-tier 50-plus labour market. On the one hand, the employment rate
for 50–69 year-olds is growing quickly, mainly as a result of people staying in work for longer. But on the
other hand, there remain large numbers of people without work who want a job and face significant labour
market disadvantage.

5.4 Older people without work experience (and perceive) particularly high barriers to returning to work
(eg health conditions; age discrimination; low basic skills; caring for other adults). After initial optimism
about finding work they have a tendency to become rapidly detached from the workplace. Older people may
also consider that the barriers they face are not worth overcoming, because of their expectations about the
duration and quality of the work they will find. For example, they are often victims of “under-employment”,
where they can only find work where their skills are under-used and they are paid less than in previous jobs
(the “age pay gap” for full time workers is 15%).118 [8] In response some older people identify themselves as
“early-retired” even though they left work against their wishes; this group may be particularly unresponsive
to eVorts to support them back to work.

117 The current employment rate for 50–69 year-olds is a little over 50%. Adding an extra 1.5 million older workers to the
workforce (ie the one million target plus 0.5 million former Incapacity Benefit claimants) would entail the 50–69 employment
rate rising roughly 10% by 2016–20. Our proposal is therefore that the Government should aim for an increase of 1% per year
over a decade.

118 The age pay gap is the diVerence between hourly median earnings for full-time workers aged 40–49 and aged over 50.
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Skills and Qualifications

5.5 Poor skills and lack of qualifications are an important barrier to older workers. 35% of 50–55 year
olds and 39% of people aged 55 to State Pension Age are without a Level 2 qualification (compared to 23%
of 25–29 year olds) [9]. Of course, these diVerences reflect changes in the education system over time and
many older workers without formal qualifications have good skills acquired through their working lives.
However, lacking a Level 2 qualification is still a risk factor for being out of work.

Employment Rates, by qualification and age

16–49 50–SPA

All adults 76% 70%
Level 2 or above 83% 77%
Without level 2 66% 61%

Source: Age Concern calculations, Labour Force Survey, 2002–04.

5.6 Among people aged 50 to State Pension Age who want a job 56% are without a Level 2 qualifications
including 37% who also have a limiting health condition [10]. Health problems are a more significant barrier
than poor skills, but being without qualifications disadvantages older people whatever their health status.

Employment rates for people aged 50 to State Pension Age

Level 2 or above Without Level 2

Good health 84% 53%
Poor health 78% 32%

Age Concern calculations, source: Labour Force Survey 2002–04.

5.7 Policy on skills is barely mentioned in the Government’s proposals for Incapacity Benefit reform,
even though poor skills are a key barrier aVecting older people that frequently overlaps with poor-health.

5.8 There is little sign that the Government’s policies for adult skills have been helping mature adults gain
qualifications. Looking at the cohort aged 40 to 49 in 2000 (and 45 to 54 in 2005), over the last five years
there has been no change in the share of people without qualifications (16%). There has only been a small
decline in the number without Level 2 qualifications, falling from 35% to 34%.[9] More recently the
Government has claimed some success in helping older people in work gain skills through the Train to Gain
pilots and the Union Learning Fund. However, there is little evidence of older people without work
improving their skills and qualifications either while looking for work or once they have found a job. For
example take-up of the £1,500 New Deal 50 Plus Training Grant has been extremely low.

5.9 Age Concern and NIACE recently published a report Learning in Later Life: A Public Spending
Challenge setting out the case for investing in older people’s skills. Key points included:

— The DfES will miss its 2010 Public Service Agreement targets for basic skills and Level 2 skills
unless it steps up action to raise the skills of people over 40 (who make up half the target group).

— The employment penalty facing the poorest qualified adults has increased in the last decade and
is likely to grow further as employers demand higher skills. Older workers with poor qualifications
will become more disadvantaged.

— The Leitch Review of Skills, which is looking at the skill needs of 2020, needs to recognise that a
quarter of the 2020 workforce is already aged over 40. Without new policies over-40s with low
skills are unlikely to gain qualifications. This will put a drag on the overall economy, both in terms
of meeting particular skill needs and achieving an 80% employment rate.

— New approaches to training and qualifications which meet the needs of older workers are needed,
including accreditation for existing skills, and bite-sized modular learning.

Health

5.10 The Select Committee has recently carried out an inquiry on welfare reform for people with health
conditions or disabilities. However, health is such an important issue for older workers that policy on
extending working life and Incapacity Benefit reform need to be seen as part of a single package. Around
half of Incapacity Benefit claimants are over 50, and around half of early departures from work are because
of ill-health.[6] [12]

5.11 More than one million people over 50 with a limiting health condition are in work; however, the
employment rate for this group is only around 40%. As discussed, people with low skills and poor health
are particularly likely to be out of work. People with health problems make up around 60% of people over
50 who want a job.[10]
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5.12 Each year around 180,000 people over 50 make a new claim for Incapacity Benefits, and at any one
time over 100,000 over-50s are in the first year of their claim. People over 50 make up around 30% of new
claimants and this proportion has declined little over the last decade [13], 27% of older claimants move onto
Incapacity Benefit directly from Statutory Sick Pay, compared to 13% of under 50s. The share moving from
Jobseeker’s Allowance is 14% and 26%, respectively.[14]

5.13 Only 29% of over-50s leave Incapacity Benefits within six months, compared to 35% of people under
50. While the chance of leaving benefits within a year is 60% for all claimants, it is only 45% for a 50 year-
old and 40% for a 60 year-old. As a result older people make up 28% of those in the first three months of a
claim, but 39% of those in the second year.[13] [15] Even though there has been an increasing emphasis on
younger claimants of Incapacity Benefit in recent years, overall 48% of claimants remain over 50 compared
to 52% in the mid-1990s.[16]

Employer attitudes

5.14 Employer attitudes to older workers remain a significant barrier to employment. While many
progressive employers are making determined eVort to recruit older workers levels of age discrimination
remain high. A DWP-DTI survey carried out in 2005 revealed high levels of discrimination in a range of
employment practices, from recruitment to redundancy selection (and formal and openly admitted
discrimination is likely to be the “tip of the iceberg”).[17] Age discrimination is persistently reported as the
most common form of discrimination, and in some surveys up to a quarter of older people have reported
age discrimination in employment.[18]

5.15 1 October 2006 marks a landmark for the rights of older workers. For the first time individuals will
have protection from age discrimination in work and adult education. The legislation however marks just
one step in the struggle to change employers views about older workers. We hope that the new law, along
with robust enforcement and promotion from the Commission for Equality and Human Rights, will be a
catalyst for wider attitudinal change. This will not happen over night, but over the course of a decade we
hope that the views of employers and individuals will shift to the same extent as they have with respect to
sex and race discrimination since the 1970s. The ageing of the workforce should mean that many employers
quickly wake up to the value of older workers.

5.16 Unfortunately the detail of the new law works against the creation of a new culture of age diversity.
The wide range of loopholes, and the possibility of justifying age discrimination, means that many
employers are likely to try to do the least possible to achieve bare compliance, rather than embrace new ways
of working. The Government’s controversial decision to permit forced retirement at 65 is particularly
harmful, as it sends out a very strong signal on the roles people should be expected to play at diVerent ages.
Heyday, the new membership organisation set up by Age Concern to work for people in their 50s and 60s,
has sought permission for judicial review to test whether this exemption is permissible under the EU law.

5.17 Many employers also have negative attitudes to people with health conditions and to those who have
been out of work for a prolonged period. This can overlap with age discrimination. It was notable that the
DWP’s proposals for welfare reform did not mention the role employers have to play in helping people back
into work. This is a major omission, because increased demand must match any improvements in the supply
of older people with health problems who are ready for work. There is widespread evidence of discrimination
against long-term benefit claimants and particularly people with poor health. For example the Chartered
Institute of Personnel and Development reports one in three employers admit excluding people with a
history of long-term sickness.[19]

5.18 The Government is keen to promote flexible working for people in later life. It announced a
campaign to promote flexible retirement in the New Deal for Welfare Green Paper, but no details of what
is planned are yet available. Employers and employees appear to have mixed attitudes to flexible retirement,
with “stepping down” going against the grain of many workplace cultures. Many employers appear to view
flexible working as something for parents only rather than a mainstream employment practice that may be
suitable for workers in a variety of circumstances. Over a two year period around 10% of employees without
dependent children make a request to work flexibly.[20]

Caring Responsibilities

5.19 One-in-five people in their 50s have caring responsibilities for another adult and Carers UK believes
that at least a third of carers without work would like a job, with the right support.[21] [22] In recent years
the Government has promoted employment opportunities for carers including through the right to request
flexible working and the Carers (Equal Opportunities) Act. DWP strategy has not however considered in
any detail what welfare to work services carers need to move into work. Although receipt of Carer’s
Allowance no longer involves a work focused interview many carers claim other benefits which do; however
there are few services which meet the needs of carers for Jobcentre Plus to refer people towards. The lack
of focus on welfare to work for carers—either as a free-standing issue, or in relation to older workers and
Incapacity Benefits—is a missed opportunity.
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5.20 The Department is likely to draw more carers into the welfare to work system as a result of the Green
Paper’s proposal to extend Jobseeker’s Allowance “joint claims” to people in their 50s. DWP needs to ensure
this proposal does not penalise carers. Jobcentre Plus should automatically assess whether either partner
making a “joint claim” is eligible for Carer’s Allowance (or caring-related Income Support). Where a
claimant is not eligible for Carer’s Allowance Jobcentre Plus should still work with them to help them access
services to support their caring. For example advisers should tell carers about their right to a Carers
Assessment that takes into account their employment, learning and leisure needs. Carers should be
permitted to draw-up Jobseeker’s Agreements that permit them to look only for part-time or local work.
Any services or training they receive should be available on a part-time basis.

Diversity issues

5.21 There is a tendency to stereotype older people without work as white men (either manual workers
with health problems or white collar workers who have been made redundant). The reality is that
employment barriers aVect women just as much as men and a growing number of older workers are from
minority ethnic backgrounds.

5.22 Older women are increasingly likely to be out of work because of ill-health rather than family
responsibilities, and there are now as many women as men claiming Incapacity Benefits in their 50s. In 2005
there were around 460,000 claimants of each sex aged 50 to 59; by comparison in 1997 there were 500,000
men and 380,000 women claiming (this is the most significant recent shift in the profile of older people
claiming Incapacity Benefits).[13] Women out of work tend to suVer overlapping barriers including caring
responsibilities, poor health and low skills—94% of inactive women in their 50s are disadvantaged by at least
one of the three.[23] In addition some older women have been out of the labour market for many years and
appropriate support needs to be available for women in this situation (among women in their 50s who are
out of work looking after home or family, almost half have not worked since the age of 45).[6] In future
when women are treated as “joint claim” jobseekers rather than “partners” they should be able to access
services that are tailored to people who have been out of the labour market because of their caring
responsibilities (ie the services available through New Deal for Lone Parents and New Deal for Partners).
The report of the Women and Work Commission discussed some of the issues aVecting older women and
set out a range of proposals, including some with direct relevance to welfare to work for older women:

— “All work-related activities, work placements and training in New Deal women returner
programmes should be oVered on a part-time basis.

— Women returners should have access to confidence-building measures, including peer group
support, perhaps delivered through local community groups.

— Women who have never worked or not worked for a significant period should be oVered a
voluntary session with a Personal Adviser at Jobcentre Plus to talk through and access information
on issues they may encounter on their return to work, for example childcare, commuting, dress.

— Women should have access to high quality careers information, advice and guidance service which
tackles gender stereotypes under the New Deal for Skills and Train to Gain, which provides
support in work and may include additional training.”[24]

5.23 Older people from minority ethnic communities are rapidly increasing in number, but there is a
dearth of evidence about employment issues for older people from minority backgrounds. Groundbreaking
research in 2003 showed that diVerent forms of labour market disadvantage are “additive”. This means that
the risk of being in a workless household for someone who is over 50 and from an ethnic minority
background is roughly the sum of the risk associated with either factor independently. Some groups are even
more disadvantaged than this pattern would suggest. For example 82% of older, low-skilled Pakistanis and
Bangladeshis are in workless households.[25]

6. Effectiveness of Employment Programmes

Incapacity Benefit

6.1 Before commenting on the impact of the Government’s new programmes for Incapacity Benefit
claimants it is important to flag-up an unsung success story—the decline in the number making new claims
for Incapacity Benefits. The number of new claims has fallen by over a quarter since 1997, from 940,000 to
710,000. This welcome reduction appears to be skewed slightly towards older people (there has been a slight
fall in the share of recent claimants aged over 50).[12] [13] [14]

6.2 The overall number of claimants has not fallen at the same speed because the duration of claims has
been rising, just as the number of new claims has been falling. The number of people claiming for over three
years has increased by 180,000 (11%) since 1998, even thought the number becoming long-term claimants
has been falling (the number of claimants in the second year of a claim is down 9%). The duration of claims
has been rising faster among people under 50 (although this may be due to the limit State Pension Age places
on the length of claims for older people).[13] Long-term claimants also make up the great majority of clients.
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seven in 10 claimants have been receiving benefits for more than three years, while only one in 10 are in
the first year of their claim. For people over 50 the profile is even more skewed to long-term claimants
(77% have been claiming for over three years).[13]

6.3 On the basis of this evidence, we believe that the system’s main weakness is its failure to support long-
term claimants into work. After a year on Incapacity Benefits, older claimants are unlikely to move back
into work. Six in 10 50 year old men who claim an Incapacity Benefit for a year go on to claim for a further
15 years—until State Pension Age. Women reach State Pension Age sooner, but are even less likely than
men to leave the benefit in the mean time. This is not a problem specific to older people, or others facing the
most acute barriers. After a year on Incapacity Benefits, all recipients have a very low chance of ending their
claim, even those who match the profile of those who normally leave benefits quickly.[15] We therefore
believe that the priority should be to support long-term clients rather than restricting support to new
claimants.

Pathways to work

6.4 The DWP is extremely pleased with the impact on Pathways to Work for Incapacity Benefit
claimants. It describes the early evidence from the pilots as “very encouraging”, pointing to an 8% increase
in benefit oV-flow in the first six months (from around 32% to 40%) and positive feedback from clients,
providers and employers.[5] The Department has also published management information on Pathways,
including evidence that the programme has led to around 20,000 job entries.[26]

6.5 Age Concern is however extremely worried by statistics showing that Pathways to Work is less
eVective for older people than other claimants. The rise in the share of claimants coming oV the benefit
within six months in Pathways to Work areas is under half as great for over 50s compared to younger people
(this is the main performance measure the DWP has used to report on the success of the programme).
Although older people have benefited from the programme, the overall impact has been to increase
age-based variations in people’s chances of leaving Incapacity Benefit.

Proportion of Incapacity Benefit claimants ending their claim within six months (April 2004 to May 2005) [27]

Pathways to DiVerence
Work areas Other areas between areas

Aged under 50 44% 35% 9%
Aged 50 and above 33% 29% 4%
DiVerence between age-groups 11% 6%

6.6 We raised our concerns about these statistics publicly at the time of the publication of the welfare
reform bill. In response oYcials have written to Age Concern enclosing diVerent statistics about the
performance of Pathways to Work. This new data paints a more mixed picture than that available in the
Spring.

— Administrative data for benefit oV-flow at 12 months suggests that Pathways may have led to only
a slight increase in the “gap” in outcomes between older and younger clients.

— The proportion of new claimants in Pathways areas who are recorded as moving into work is 15%
for under-50s and 12% for over-50s.

— Choices take-up is only slightly lower for over-50s compared to under-50s (11% compared to 12%).

— A survey-based evaluation suggests that older people may have actually benefited more from the
programme than younger adults. As these results control for other personal characteristics this
result may be misleading, since it is not age per se which causes most labour market disadvantage,
but age-related characteristics, such as lower skills or more severe health problems. [28]

6.7 This new data, while more mixed, does remove our concerns about the previously published statistics
on six month oV-flow. Most of the evidence seems to shows that older clients, who face greater labour
market disadvantage, are doing less well from the programme than younger clients.119 We therefore continue
to be concerned that the “gap” in outcomes between younger and older age-groups could be growing as a
result of the recent reforms.

6.8 We have recommend that the Department carries out more detailed evaluation and research on the
impact of the programme for people over 50 to assess in detail how eVective the programme is and
understand the drivers of performance. We also suggested that as Pathways to Work is rolled forward the
Department should commission diVerent patterns of services for over 50s to identify how performance can
be improved.

119 Similar concerns exist about clients with mental health conditions.
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6.9 One explanation for the apparently poor performance of Pathways could be that the support on oVer
comes too late for older people. Claimants have usually been out of work for at least eight months by the
time of their first interview (because they have previously been receiving Statutory Sick Pay or another
benefit). But evidence suggests that once older people have been out of work for six to 12 months there is a
very high risk that they will never work again.[29] [30] [31] The solution could be to target support to people
with health conditions who are not (yet) claiming Incapacity Benefits, including those on Statutory Sick Pay,
Jobseeker’s Allowance, and others who are out of work but not receiving benefits. In addition support could
be made available to people at the very outset of their claim. For example claimants moving from Statutory
Sick Pay or another benefit should be oVered services immediately, through early Work Focused Interviews.

6.10 Another reason Pathways may be proving ineVective for older clients could be because so many have
poor skills or little experience relevant to the jobs available. People with low skills (less than Level 2
qualifications) are the target for the New Deal for Skills and particularly the pilots for Skills Coaches and
the Adult Learning Option. These initiatives both aim to help clients complete longer-term training that
matches the needs of employers. These options could be particularly suitable for older workers who find
they need to change careers in later life, but have little idea where to start. However, Pathways to Work and
the New Deal for Skills appear to be being developed in totally separate “silos” despite the extensive overlap
with respect to the clients being targeted. To date training has hardly featured in the Pathways package.
Although training is included in the “choices” menu, along with half a dozen other options, in practice more
than 90% of referrals have been to job brokers or Condition Management Programmes;[26] this suggests
that Personal Advisers may be directing clients towards a narrow range of choices. Pilots should therefore
test a combined package of the New Deal for Skills and Pathways to Work aimed at Incapacity Benefit
clients with low skills.

6.11 As discussed, we believe that improved support for long-term claimants of Incapacity Benefits
should be made available as a top priority. Although the Government has announced that existing
Incapacity Benefit clients will transfer to Employment and Support Allowance at some point in the future,
it has said very little about the support available for either existing claimants today or long-term claimants
of the future. There is a significant risk that existing clients will simply be forgotten while all the focus and
money goes to new claimants. The Green Paper said the Department would set out a strategy “specifically
aimed at the barriers faced by existing claimants” following discussions with stakeholders. So far there has
been no sign of this strategy, or the stakeholder engagement that was expected to precede it.

6.12 The evidence from the impact of Pathways to Work on existing claimants suggests that the
programme is somewhat less eVective for existing clients aged over 50 than for younger people (both for
voluntary participation and the pilots of mandatory interviews). However, the numbers volunteering to
participate are still encouraging. We believe that where appropriate services exist long-term clients should
be expected to participate in Work Focused Interviews, where the aim is to promote services. We are much
more sceptical about the case for mandating participation in activities, as we believe the eVectiveness of
participation in programmes will largely be determined by the willing engagement of individuals.

Jobseeker’s Allowance

6.13 Older people have shared in the general fall in the number of people receiving Jobseeker’s Allowance
in recent years. Between 1998 and 2005 (the point where claims reached their lowest level) the claimant count
fell by almost 40% for both over-50s and under-50s. However, reductions in the long-term claimant count
have not been so evenly spread between age groups. The number of people claiming for more than one year
has fallen by close to 70% for under-50s and by a half for people over 50. As a result 34% of people over 50
have been claiming for over a year compared to 15% of under-50s.[13]

6.14 Around 200,000 people over 50 end a claim for Jobseeker’s Allowance each year. As with other age
groups most claimants receive the benefit for a relatively short time and find work (although there is a
slightly higher chance of older people becoming long-term claimants).120 Around 25,000 find a job through
one of the New Deal programmes. A further 25,000 move onto Incapacity Benefit (14% of all over-50s
making new claims for Incapacity Benefit). [14] [32]

The New Deals

6.15 The New Deals have been a flagship programme for the Government and over their lifetime they
have helped tens of thousands of people over 50 find a job. The table below shows their cumulative impacts
(up to around the end of 2005) and their impact in the 2004–05 financial year.

120 For example the proportion of people in the first year of their claim who have been receiving JSA for more than six months
is 24% for people over 50 and 21% for people aged 50 to State Pension Age [13].
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250,000 over-50s have found work through welfare to work programmes

Job Entries
Whole programme Job entries 2004–05 Success rate 2004–05

New Deal for Disabled People 24,300 8,300 52%
New Deal 25 Plus* 40,900 5,500 28%
New Deal for Lone Parents 31,400 6,100 n/a
Employment Zones* 7,300 900 33%
New Deal 50 Plus

Pre April 2003 98,100
Post April 2003 51,100 19,400 58%

Total 253,000 40,200

*Success rates are lower because participation is compulsory.

6.16 The future prospects for the New Deal programmes are in considerable doubt as the DWP budget
continues to decline up to 2011. The Government has still not announced how it intends to take forward its
2004 Building on New Deal proposals for a personalised, streamlined New Deal. The Green Paper made no
mention of these proposals, but instead announced a “wide-ranging review” of the help on oVer through
Jobcentre Plus and our partner providers. This review sounds very similar to the 2003–04 study which led
to the Building on New Deal strategy and the announcement of forthcoming pilots. However, since then
the Secretary of State has said he still hopes to pilot the Building on New Deal concept.[33]

New Deal 50 Plus

6.17 While DWP continues to review the overall future of the New Deals we are extremely concerned
about the short term prospects for the only programme aimed specifically at older workers, New Deal 50
Plus.

6.18 Since April 2006 (when the £60 weekly Employment Credit was ended) the number of job entries
through the programme has halved, to around 1,000 people per month. In January 2006 the programme hit
an all time low, helping only 700 people into work. The DWP believes that the falling success is because of
low take-up. At present close to 30,000 people each year enrol on New Deal 50 Plus, and of them, more than
half find work through the programme.[34] But A New Deal for Welfare stated that another 50,000 eligible
jobseekers fail to access the programme.

6.19 Enhancements to the programme announced in the 2002 Pensions Green Paper and implemented
in late 2003 appear to have sunk without trace. Following the 2002 Green Paper, New Deal 50 Plus was
intended to be a “wrapper” that enabled access to a wide menu of Jobcentre Plus services (eg volunteering,
training, work trials, self-employment support). However, much of this provision has itself been subject to
funding cuts and access to services is being rationed. Take-up of the £1,500 in-work Training Grant has been
disappointing throughout the life of the programme.

6.20 A New Deal for Welfare included two proposals to improve the eVectiveness of New Deal 50 Plus.
First is proposed piloting the mandatory “caseloading” of JSA clients into New Deal 50 Plus interviews after
six months on the benefit. We support this step, even though it involves a degree of additional compulsion
for clients, given the evidence of the eVectiveness of the programme for those who do participate. We would
not support compulsory participation in activities, as opposed to interviews. Since the announcement of the
pilots we have become concerned that no further details have emerged. With Jobcentre Plus facing cuts and
a range of competing priorities there is a real risk that this key element of Green Paper’s proposals for older
workers will either sink without trace or take place only on an extremely restricted basis.

6.21 The Green Paper’s other proposal for New Deal 50 Plus was to transfer responsibility for the
promotion of the £1,500 training grant to careers guidance services (including Skills Coaches based in
Jobcentre Plus—in eVect incorporating the grant into the New Deal for Skills). This is a sensible proposal
given the limited success of the grant to date.

New Deal 25 Plus

6.22 New Deal 25 Plus (and Employment Zones where applicable) have been a low-key success story for
older clients. The programme has helped more than 6,000 long-term JSA claimants aged over 50 into work
each year. Unlike with New Deal 50 Plus the numbers benefiting have not fallen sharply in recent years.

6.23 New Deal 25 Plus has always been less successful for older clients than younger adults, in part
because people over 50 have not been required to participate in the Intensive Activity Period (22 months
into a JSA claim). A New Deal for Welfare proposed that this should now be compulsory for older clients
as well as 25–49 year-olds. In principle we support this decision. The proposal follows pilots announced by
the 2002 Pensions Green Paper and will aVect relatively few people (under 1,000 people over 50 reach the
eligibility threshold each month and in total fewer than 30,000 people are eligible).[35] The Green Paper said
that the pilots are “already showing that requiring people aged 50–59 to take up additional job seeking
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support can eVectively help more of them back into work”.121 The DWP has not, however, published this
evaluation and in the interests of transparency and accountability we believe it should be released before
the national roll-out begins.

Welfare to work options

6.24 Training—As discussed, we believe that support with skills needs to play a much bigger part in
helping older people back to work. At present Jobcentre Plus’s training programme, Work Based Learning
for Adults, focuses on shorter courses and immediate employability. These programmes have come under
severe financial pressures in recent years. We do not believe this support is always appropriate for older
clients who often have a wealth of workplace experience but need support in changing career or plugging
specific skills gaps. The Leitch Review is currently considering the allocation of responsibility between
Jobcentre Plus and the Learning and Skills Council. Whatever changes are made to organisational
structures we believe it is important that there is much greater coordination between diVerent funders and
providers of training for people out of work. Training entitlements, including the New Deal for Skills and
the Level 2 Entitlement should be better wrapped into other initiatives, such as Pathways to Work and New
Deal 50 Plus.

6.25 Volunteering—Successive ministers have been committed to promoting volunteering as a route into
work and have supported unrestricted participation in volunteering. The DWP’s commitment to
volunteering was demonstrated over the summer by its decision to permit the payment of lunch expenses
to volunteers receiving benefits. However, the challenge is to turn rhetoric into reality. Previous initiatives
to promote volunteering among benefit claimants have had little impact—for example the upgraded New
Deal 50 Plus rolled-out in 2003. The Green Paper said that staV would be issued guidance on how to
encourage volunteering without aVecting benefits. This is a welcome start but the Department also needs to
convince Jobcentre Plus advisers that volunteering can contribute to the agency’s performance targets (as
part of a wider “distance-travelled” approach to helping people facing severe barriers). The Department
should also ensure that all Jobcentre Plus oYces have appropriate information on local volunteering
options, working with agencies such as volunteering bureaux. Voluntary organisations should also be
targeted with information to (1) help them directly promote volunteering to benefit claimants and (2) to
overcome any fears they may have about working with people with health conditions.

6.26 Self-employment—Setting up in business is a viable option for many older people who face
discrimination in recruitment. It is particularly suitable for people who have health conditions which they
are able to manage by working flexibly (eg varying duration or intensity of work). In theory the Government
oVers a very supportive environment for people wishing to move from benefits into self-employment. Clients
can begin by “test-trading” while receiving benefits for up to 26 weeks, and then claim Working Tax Credit
as a supplement to low profits. However, there remain significant problems with accessing self-employment
support through Jobcentre Plus. There have been major funding cuts for, meaning clients have been unable
to access help in large parts of the country. In addition many personal advisers appear to be reluctant to
promote self-employment. Incapacity Benefit claimants have been unable to access “test-trading” through
the self-employment option, due to tax and social security regulations. New regulations aim to remove these
restrictions and should particularly benefit older clients.

7. Geographic Variations

7.1 In every region and nation of the UK people over 50 make a significant contribution to the labour
market, but there are also clear regional variations. In the South East 41% of people over the age of 50 are
in work, compared to 30% in the North East.

Regional variations in (1) the share of older people in work and (2) the share of the workforce aged over 50

Workers aged Share of workers Share of over-50s
over 50 (1000s) over 50 working

North East 254 23% 30%
North West 798 25% 36%
Yorkshire and the Humber 585 25% 35%
East Midlands 546 27% 38%
West Midlands 647 26% 37%
East of England 744 27% 40%
London 736 21% 38%
South East 1,116 27% 41%
South West 683 28% 38%
England 6,109 25% 38%

121 The Green Paper did not mention that a major concern with compelling people over 50 has now been removed, namely the
fear that more people would simply transfer to Incapacity Benefit and face no obligations. The national role out of Pathways
to Work means that clients will have requirements placed on them whatever benefit they receive.
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Workers aged Share of workers Share of over-50s
over 50 (1000s) over 50 working

Wales 344 26% 33%
Scotland 583 24% 35%
Northern Ireland 166 22% 35%
United Kingdom 7,201 25% 37%

Source: Labour Force Survey, Spring 2003, UK.

7.2 This variation in older people’s participation in work is one of two factors that determines the share
of workers who are over 50 in each region. It explains the diVerence in the share of workers over 50 between
the North East (23%) and the South East (27%). The other relevant factor is the age profile of each region’s
population. For example the share of London’s resident workers who are over 50 is relatively low because
the adult population of the city is very young. Most other regions are close to the UK average, while the
South West has the highest proportion of adults over 50, with the result that people over 50 make up 28%
of the region’s workers.

7.3 There would be a dramatic economic impact if the 890,000 older people who report wanting to work
were able to move into employment. The increase in output would be equivalent to £28.7 billion (around
3% of the UK economy). There would be potential benefits for every region. For example, London would
be a notable beneficiary, indicating that older people’s employment issues should not be ignored in the
capital just because it has a young population. The North East, which has many communities with very low
50-plus employment would be the largest beneficiary.

Fig x.12 If everyone over 50 wanting to work was in a job it would add £29 billion to the economy

Potential increase to
Over-50s Potential increase economic output

wanting work to older workforce (billion)

North East 54,000 21% £1.5
North West 103,000 13% £3.1
Yorkshire and the Humber 74,000 13% £2.2
East Midlands 61,000 11% £1.8
West Midlands 74,000 11% £2.2
East of England 72,000 10% £2.4
London 118,000 16% £5.0
South East 113,000 10% £3.9
South West 79,000 12% £2.3
England 749,000 12% £24.4
Wales 37,000 11% £1.0
Scotland 88,000 15% £2.7
Northern Ireland 19,000 11% £0.5
United Kingdom 892,000 12% £28.7

Age Concern calculations. Sources: LFS, Spring 2003, UK; Regional Gross Value Added statistics, 2003;
Annual Survey of Hours and Earnings, 2003.

7.4 It is also possible to analyse employment variations between local authorities. There are a number
of notable diVerences in the employment patterns of people between 50 and State Pension Age, compared
to people aged 25 to 49.[36]

7.5 In general people without work who are aged over 50 are more widely dispersed than those aged 25
to 49 year-olds. This suggests that it is essential to maintain high quality support to help people back into
work in every part of the country.

— 28% of people without work aged 50 to SPA are in the quarter of the country with the lowest
employment rates, compared to 35% of 25–49 year-olds without work.

— 21% of people without work aged 50 to SPA are in the quarter of the country with the highest
employment rates, compared to 17% of 25–49 year-olds without work.122

7.6 However, there are also more pockets of acute employment disadvantage facing older people. 13
areas have an employment rate for older workers at least 15% below the national average for the age-group;
for 25–49 years olds this is the case in only three areas.123 These areas are not always the same as those that

122 “the quarter of the country with the lowest/highest employment rates” is defined as the quarter of adults aged 16 to State
Pension Age in areas with the lowest/highest employment rate for 16 to State Pension Age.

123 This is despite the average employment rate being lower for people aged 50 to State Pension Age than for adults aged 25–49.
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experience the lowest employment among people aged 25 to 49. The table below shows that the 20 areas
in Great Britain with the worst employment rates for people aged 50 to State Pension Age fall into three
clusters:124

— Low employment rate for 25–49 year-olds, but worse still for people aged 50 to State Pension Age
(Merthyr Tydfil, Liverpool, Neath Port Talbot, Blaenau Gwent, Knowsley, Lambeth,
Middlesbrough and Great Yarmouth).

— Low employment rate for 25–49 year-olds and similarly low for people aged 50 to State Pension Age
(Hackney, Tower Hamlets, Manchester, Barking and Dagenham).

— Employment rate for 25–49 year-olds close to average, but a low employment rate for people aged
50 to State Pension Age (Caerphilly, Easington, Barrow-in-Furness, Hartlepool, Sedgefield,
Salford, East Ayrshire and Rhondda, Cynon, TaV).

20 areas with the lowest employment: 50 to State Pension Age

50-State Pension Age 25–49
DiVerence DiVerence

Employment from national Employment from national
rate average Rank rate average

1 Merthyr Tydfil 48.2 "22 20 73.7 "8
2 Liverpool 49.3 "21 10 71.3 "10
3 Neath Port Talbot 50.5 "20 23 74.1 "7
4 Caerphilly 51.5 "19 42 76.0 "5
5 Easington 51.9 "19 60 77.9 "3
6 Blaenau Gwent 52.6 "18 13 72.3 "9
7 Hackney 54.0 "17 1 61.1 "20
8 Tower Hamlets 54.1 "17 3 63.3 "18
9 Knowsley 54.4 "16 32 75.3 "6
10 Lambeth 54.7 "16 29 74.9 "6
11 Barrow-in-Furness 54.7 "16 73 78.5 "3
12 Manchester 55.3 "15 5 69.9 "11
13 Hartlepool 55.3 "15 49 76.8 "5
14 Barking and Dagenham 56.6 "14 4 68.5 "13
15 Sedgefield 56.7 "14 54 77.2 "4
16 Middlesbrough 57.2 "13 35 75.7 "6
17 Great Yarmouth 57.3 "13 30 75.0 "6
18 Rhondda, Cynon, TaV 57.4 "13 58 77.7 "4
19 Salford 57.5 "13 47 76.7 "5
20 East Ayrshire 57.7 "13 56 77.6 "4

7.7 Area-based employment strategies need to be alive to the pattern of employment disadvantage for
older workers. For example, while the Cities Strategy areas obviously include many of the localities where
employment is lowest for older people, a minority of the most disadvantaged pockets are excluded (eg
County Durham/Teesside; and rural/coastal areas such as Blaenau Gwent, Barrow and Great Yarmouth).
Obviously a single initiative cannot necessarily cover all the communities that may potentially benefit; on
the whole the Cities Strategy is designed for urban areas, while some of the areas with the greatest
concentrations of 50-plus employment disadvantage are in rural, coalfield or coastal communities. However
in the future we would like to see the Government “age proof” the selection of area-based initiatives to
ensure that, across its full range of programmes, there is an adequate response to the needs of clients of
all ages.

8. Private and Voluntary Sector Services

8.1 The DWP has announced plans for the tendering Pathways to Work provision to voluntary and
private sector contractors, in the two-thirds of the country where it is not yet in operation. It is also
encouraging participation by private and voluntary providers in the Cities Strategy consortia. DWP
suggests that voluntary and private services can bring a distinctive approach, based on specialist knowledge,
experience and skills (it points to positive examples from Employment Zones, Action Teams for Jobs,
NDDP job brokers). It is argued that contractors are able to tailor services to individual needs more
eVectively and that introducing a range of providers allows for new and innovative approaches to be tested.
In principle we agree with these arguments and support moves towards the provision of services on a sector-
neutral basis, with suppliers selected from the voluntary, private or public sector on the basis of cost and
quality.

124 Only seven appear in the list of the 20 worst performing areas for employment of 25–49 year-olds.
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8.2 We are however concerned that current out-sourcing is being driven by budget restrictions that could
over-ride considerations of quality or long-term capacity building. The Green Paper did not mention two
key drivers for contracting out Pathways to Work provision—the constraints on DWP budget and
headcount. It seems likely that the Department is proposing to use contractors partly so that it can expand
provision without breaching its targets on headcount reduction, set in the 2004 Spending Review.
Commentators have also expressed concern that the roll out of Pathways is based on less spending per client
than the in-house pilots.[37] Voluntary and private providers may therefore be asked to provide an
equivalent service to Jobcentre Plus with much less money. There is of course nothing wrong with the
Government trying to achieve eYciency savings, but we are concerned that this could lead to:

— reduced level of service and job outcomes for individual clients;

— services being out-sourced where external capacity is not available;

— oV-loading the challenge of long-term skills development and capacity building from the statutory
sector; and

— insuYcient expertise to bring services back in-house or transfer them to alternative contractors
should providers struggle.

8.3 The issue of capacity is particularly important. The Government’s Welfare to Work programmes
have eVectively created a new professional sector—private and voluntary employment support. The Green
Paper proposed that supply in the sector should be greatly expanded, and that new expertise in health-
related provision be developed. We suspect that potential providers will face real diYculties recruiting
suitably qualified advisers and, in particular, health professionals. They will also need time to put robust
training and quality assurance systems in place. The Department appears to have taken on some of these
concerns by announcing that the national role-out of Pathways will be phased, but the timescale is still
extremely tight. It may be sensible for Jobcentre Plus to reserve the option of in-house delivery, where
credible alternatives are not available, rather than working on the presumption that services will be out-
sourced in all districts. Contracting of services could then be phased over a longer timescale, giving private
and voluntary services the opportunity to build capacity.

8.4 Where private and voluntary sector provision is procured, we believe that Jobcentre Plus should
require contractors to pay specific attention to the needs of older clients. Contractors should be encouraged
to test new ways of helping older clients. This could be achieved by setting performance targets with specific
age breakdowns. As “all-age” services are working less well for people over 50, Jobcentre Plus could require
that some providers innovate with specific programmes for older clients; this could be achieved by asking
inviting some lead partners to sub-contract their support for older clients to other agencies.

8.5 To provide security for suppliers we recommend that out-sourced welfare to work contracts are
multi-year and include an element of guaranteed funding. Many Jobcentre Plus contractors have been
bruised by the experience of the last two years. In many cases referrals dried up leaving provision under-
used (eg Work Based Learning for Adults). There were also extended delays in tendering new supply. With
this background, providers may be wary of engaging with an ambitious new out-sourcing programme. In
particular they may be uneasy about making significant long-term investment in staV, capital and training
without a degree of certainty about the sustainability of funding.

8.6 We also believe that a balance should be struck between core funding and outcome-related payments.
The Green Paper said that it wanted to focus providers on improving job entry and retention and it
consulted on introducing outcome-based payments as a way of achieving this. We accept that Pathways to
Work contracts should include outcome-based payments. Targets are likely to incentivise providers and
penalise services which are failing their clients. But targets should not be so stretching that a service will only
be sustainable if its performance is exceptional (as has been reported by some New Deal for Disabled People
providers). The system should aim to exclude poor services, rather than promote a constant “churning” of
providers, where everyone struggles to break-even and no one is able to invest for the long-term.

8.7 Incentive payments and performance targets need to reward improvements in employability and
medium-term job retention. The success of outcome-based targets and payments will depend on whether
the outcomes selected are appropriate. There is widespread agreement that existing contract specifications,
and Jobcentre Plus’s system of points-based targets for job entries, are too crude. First, performance and
incentive arrangements need to oVer incentives for supporting medium-term job retention. Second,
measures to reward improved employability (“distance travelled”) are needed. In recent years a wide range
of commentators have called for measures that recognise the work providers do to help people move nearer
to work. The National Employment Panel said in 2004 “there is now a broad consensus that soft targets
to mark employability development are critical to underpin any system that is designed to assist severely
disadvantaged people”.[38] The main advantage of this approach is that it minimises the likelihood of
employers only prioritising people with a good chance of finding a job. Introducing “distance travelled”
measures could make a big diVerence to the support services provided to harder to help clients, including
older people. Unfortunately there is no indication in the initial Pathways to Work procurement
documentation that steps are being taken to introduce more sophisticated incentive measures. This is a
missed opportunity since the roll-out of Pathways presents an ideal opportunity to test alternative models
for measuring improved employability. For example sustained participation in volunteering and training
could be targets in themselves rather than simply being seen as routes to employment.
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9. Job Sustainability

9.1 In the context of welfare to work job sustainability is often understood to mean job retention
following a spell out of work. However, from the perspective of extending working life it is more important
that people do not leave work in the first place. Specific initiatives to help benefit recipients sustain new jobs
should therefore be seen as part of a wider strategy to support people who are vulnerable in the labour
market.

State Pension Age, retirement planning and flexible retirement

9.2 State Pension Age will rise for women between 2010 and 2020 (this will lead to the age of eligibility
for Pension Credit guarantee credit rising for both men and women). A New Deal for Welfare mentioned
this issue briefly. The DWP said that in response it would set out “detailed plans” to ensure back-to-work
support is relevant and eVective for the over-60s. We believe this planning should take place now, so that
it is fully integrated into the roll-out of Employment Support Allowance from 2008. But planning should
not just focus on welfare to work, but on wider labour market strategy for people in their 60s, including job
retention and flexible retirement.

9.3 The Green Paper also announced pilots of face-to-face guidance sessions for people approaching 50
and aged over 50 to deliver tailored and relevant information on working, training and planning for
retirement. While this is a welcome initiative the Department should explain how pilots of face-to-face
guidance on later life planning fit into its wider strategy for supporting transitions. Other relevant initiatives
include projects to promote informed financial choice, a review of careers advice and mid-life health check
to promote healthy lifestyles.

9.4 The Green Paper committed the Department to building on the Age Positive campaign to encourage
employers to realise the business benefits of adopting flexible approaches to retirement. Once again, the
Green Paper oVered little detail about this proposal. Promotional activity on voluntary good practice will
need to interact with awareness raising with respect to legislation (eg age discrimination legislation,
including with regard to flexible working policies and pension schemes; pensions legislation permitting
people to draw a pension and carry on with the same employer; the right to request flexible working for
carers). The aim should be to ensure that flexible working becomes a mainstream employment option rather
than a special privilege for parents, carers and people close to retirement.

Pay, Quality of Work and Labour Market Inequality

9.5 Low pay and poor quality work are experienced by many older people, with more than a quarter of
older workers earning less than £7.50 an hour. In 2003 Working Tax Credit was introduced to top up the
earnings of workers with low pay, including full-time workers without dependent children. For people
without children it guarantees an income of £175 for a single person working more than 30 hours a week
and £206 for a couple. However estimates of take-up are extremely disappointing with HM Revenue and
Customs calculating that only 13% of eligible workers without dependent children were claiming WTC in
2004–04 (leaving more than one million people low income workers without money they are entitled to).[39]
This equates to £1.75 billion in unclaimed tax credit for non-parents. The latest provisional statistics for
2006 suggest there have been some improvements with the number of non-parents claiming rising from
160,000 to 320,000 (although this still implies a take-up rate of only around 30%). Around 140,000 claimants
without dependent children are aged over 50.[40]

9.6 Older workers suVer from an “age pay gap” similar to the “gender pay gap” experienced by women.
For full-time work it is 13% (the gap between median full-time hourly pay for workers aged over 50 and
people aged 40 to 49). Part-time workers over 50 receive 46% less per hour than full-time people in their
40s.[41] The main cause of this job is “under-employment”—older workers being in jobs beneath their
abilities. The Government has not recognised this important problem.

Health and Work

9.7 In the past two years the Government’s interest in workplace health issues has significantly increased.
The appointment of a National Director for Occupational Health should boost this process further. The
time has now come to translate the positive words into improved outcomes in health at work. In developing
the strategy explicit account should be taken of the needs of middle aged and older workers, in line with the
recommendation of the Pensions Commission:

“the strategy should include an element focused on defining the best practices in middle-aged and
older workers’ occupational health which will tend to facilitate active labour market participation
at older ages.”[42]

9.8 For example the Government could learn from and promote Finnish experience of occupational
health for older workers, where a series of pilots have validated the eVectiveness of holistic interventions
focused on older workers’ health, work routine and lifestyle (the “Work Ability” concept, pioneered by the
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Finnish Institute of Occupational Health).[43] [44] However, we believe that this sort of specific focus on
older people should remain part of a wider approach targeted at all ages in order to deliver long-term
prevention and to avoid the divisive eVects of restricting programmes to particular age groups.

9.9 We also believe that the Health and Safety Executive’s work on occupational health, safety and
wellbeing should be coordinated with the promotion of good practice in equality and diversity. Healthy
workplaces are essential if employers are to achieve an age diverse workforce and recruit and retain more
people with health conditions and disabilities. For example, the revised Investors in People framework
should draw clear links between health and diversity standards. Workplace Health Connect should work
with smaller employers to address any concerns about the implications for health and safety or productivity
of employing older or disabled workers. In addition the new Commission for Equality and Human Rights
should develop a strategy for enforcing discrimination law that prioritises healthy workplaces and the
inclusion of older and disabled workers.

9.10 The Government also needs to consider whether it can improve the support available to people when
they do become ill at work. This is a key issue for older workers, with people over 50 making up half those
moving from Statutory Sick Pay to Incapacity Benefits (58,000 people each year).[14] The Green Paper
seemed to indicate that the Government wished to see employers and insurers doing more in this area, with
limited scope for public funding. It has since confirmed that the Statutory Sick Pay scheme will not be
amended (meaning that there will now no longer be an opportunity to transfer small business subsidies away
from SSP toward activities that support rehabilitation). We think that the Government should consider the
invest-to-save arguments for additional public spending on support for people receiving statutory sick pay
(over and above Workplace Health Connect). It should persevere with new models of support, despite the
disappointing evaluation of Job Retention and Rehabilitation Pilots by funding a range of pilots for
occupational, lifestyle and health support to test what interventions work best for reducing absence.[12] The
limited success of the pilots suggest that support may be more eVective if it is delivered either through
employers or the health service, rather than via independent agencies.

9.11 The Government should also consider how to improve access to tax credits for employees who have
returned from sick leave and are at risk of leaving work. The Government should explore how to improve
take-up of the “fast-track” route to the disability component of the Working Tax Credit, which is hardly
being used. For example, employers could promote the tax credit to workers as part of a package to help
workers return on a flexible or staged basis. However, the Government should also press ahead with its
delayed review of the availability of Working Tax Credit for people who become sick while in work. Access
to the disability element of the tax credit is important because, as well as being an income supplement, it
entitles part-time workers without dependent children to Working Tax Credit. There are currently four
barriers to claiming the disability element, through the “fast-track” route:

— it is only available to people on sick-leave after they have been absent for 20 weeks;

— the disability or illness must be expected to last at least six months;

— employees are only eligible if they are taking a 20% pay cut (because of shorter hours or reduced
responsibilities); and

— in addition, an employee must, of course, have a health-related impairment.

9.12 We believe the first three rules should be swept away so that the disability component of tax credits is
available to anyone who has a health-related impairment and satisfies the means-tested criteria. This would
correct the nonsensical situation where financial support is available for people who find a job after being
on benefits, but not for those who become ill while in work, but manage to keep their job.

Specific measures for people returning to work

9.13 The proportion of people moving from many benefits into work who then return to benefits is very
high. DWP analysis shows that 22% of new claims for IB are from people who received the benefit within
the last year, while 27% of people leaving the benefit make a new claim in the next year.[15] The Green Paper
however said little about the support that clients should receive once they are in work. The proposed reforms
will not be credible if they moves older people into unsustainable work and then back onto benefits—the
“low pay-no pay” cycle. Ongoing services for people who find work are essential to ensure that leaving
benefit is sustainable. The Department needs to test new services, building on early lessons from the
Employment Retention and Advancement pilots and initiatives for lone parent clients. The Government
also has an opportunity to promote new approaches to in-work support by building in requirements on job
retention into the system of results-based payments for Pathways to Work providers.

— Skills—Advisers and job brokers could have a particular role in promoting ongoing training to
people once they find a job. All clients aged over 50 who move into work from Incapacity Benefit
should be encouraged to take up the £1,500 New Deal 50 Plus training grant. Advisers should also
work with clients and employers to create seamless transitions from training while on benefits, to
employer-led training—particularly as Train to Gain is rolled-out. The Skills Passport pilots could
be used to test diVerent ways of ensuring training can continue as people with health conditions
move into work.
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— Health and flexible working—Jobcentre Plus should facilitate ongoing support to help people
manage their health condition in work and identify flexible working options. This should include
support for individuals on a confidential basis, as well as a service for employers through Access
to Work. The Department should explore non-stigmatising ways of supporting people make
the adjustment to work, for example by using employers own NHS or employer-provided
occupational health services, rather than Jobcentre Plus support.

9.14 As part of its support for people moving back into work the Government should also review the
eVectiveness of the financial support available.

— People over 50 are entitled to the 50 Plus element of working tax credit. However, only 15,000
people were receiving this support in 2004–05, half the number who were claiming the New Deal
50 Plus Employment Credit which it replaced. The Government should urgently consider how to
better promote the payment and make entitlement more automatic when people move into work.

— People with disabilities are entitled to the disability element of Working Tax Credit, and to the
Return to Work Credit in Pathways to Work areas. The numbers receiving the disability element
have also been low with only 100,000 households claiming, including 25,000 with someone over
50. As the Government develops Employment and Support Allowance it should ensure that a flat-
rate top-up payment is available for finding work. If the current Return to Work credit is wrapped
into tax credits Pathways to Work may suVer the same fate as New Deal 50 Plus.
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Memorandum submitted by Association of Learning Providers

A. Introduction

1. The Association of Learning Providers (ALP) represents the interests of a range of organisations
delivering State-funded vocational learning. The majority of our 411 member organisations are independent
providers holding contracts with the Learning and Skills Council (LSC) for the delivery of Apprenticeships
programmes, with 110 delivering Jobcentre Plus (JCP) provision and 50 contracted to Ufi for the delivery
of learndirect. In addition to these members, we have a number of non-delivery organisations such as the
ALI and QCA as Associate Members, which means that ALP oVers a well rounded and comprehensive
perspective and insight on matters relating to its remit.

2. With regard to JCP provision, our membership database reports that our ALP members deliver to
around 30,000 clients in the course of a year. Virtually all strands of JCP provision are represented, including
the various New Deals, Workstep, Pathways to Work (PTW) and Self-Employment.

3. Over the last two years we have built up strong relations within DWP and JCP and have aimed to place
ourselves as a “critical friend”, ensuring that provider views are adequately represented but also ensuring
that DWP/JCP perspectives are accurately passed back to our membership. We have also established high-
levels relations with appropriate Ministers which have resulted in regular meetings with our Chairman and
Chief Executive.

4. We believe therefore that we are in a strong position to pass comment on some aspects of your current
inquiry, to both state the position of ALP and its members, and to provide debate and discussion material
for your consideration. We would be delighted to give oral evidence to the Committee should this be
required.
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B. Summary of Recommendations

5. (Para 19) That an overarching Governmental policy to properly link the employment rate aspiration
and national skills strategy be devised, with Jobcentre Plus overseeing the payment and monitoring of the
benefits system and providing the excellent job-finding and broking service as now, but with the LSC taking
as a priority the training up of non-employed as a major contribution to the skills strategy.

6. (Para 30) We strongly believe that the LSC’s Train to Gain programme and Jobcentre Plus provision
can and should be much more fully integrated to incentivise employers to take on unemployed and
economically disadvantaged people.

7. (Para 35) Whilst cautiously welcoming the move to Cities Strategies, we would strongly recommend
a full and proper pilot and evaluation period; the absence of which we believe could endanger much-needed
moves in the short-term move to an 80% employment rate.

8. (Para 44) Jobcentre Plus should consider further developing its growing relationship with the private
sector, paying a fee for every unemployed person that is re-settled into sustainable employment. This fee
could be variable across diVerent groups of unemployed (reflecting the savings to the Exchequer) and the
nature of the employment (full-time, part-time, long-term or temporary). Jobcentre Plus might consider
contracting the whole of its job finding service to the independent sector, enabling it both to concentrate on
its benefits payments responsibilities and hitting the eYciency savings currently being pursued.

9. (Para 45) We believe a conjoined strategy reaching across JCP, LSC and commercial recruitment
providers with each playing to their strengths will result in significant progress being made towards the
80% employment rate aspiration whilst simultaneously contributing significantly to other priority
Government targets.

C. Barriers to Work

10. It seems that one of the largest barriers to success regarding the attainment of an 80% employment
rate, given recent trends in labour market patterns, is not the unavailability of jobs. The Government’s latest
labour market figures state that “vacancies remain high, with ONS’s vacancy survey estimating 608.8
thousand unfilled vacancies in the three months to August 2006, an increase of 14.8 thousand on the
previous quarter”.125. However, research indicates that “those with low or no qualifications face the highest
risks of unemployment and inactivity, and within this group those with basic skill deficits are most at
risk”,126 and amongst the economically inactive—the priority targets that will realise the 80% employment
aspiration—this trend is especially evident, with around a third of the economically inactive having no
qualifications.127 Furthermore, “the number of low-skills jobs is shrinking and the unemployment rate of
people with low or no qualifications is almost double that of the general working population.”128

11. The FE White Paper was the latest in a series of documents and reports designed to advance the idea
of a national skills strategy based on a demand-led system. Before the end of 2006, we expect to see further
impetus injected into the reforms with the publication of Lord Leitch’s highly anticipated report on Britain’s
skills needs up to 2020. Among the series of recommendations in the report, there are likely to be measures
that the Government could implement to match skills provision more closely to employment. With
employers regularly reporting skills and labour shortages across sectors and regions, these should be warmly
welcomed, and feel that a change in approach under the Leitch proposals would make a real diVerence.

12. To help tackle these shortages, ALP advocates a single, Government-wide policy, focusing on the
necessity of returning one million non-employed adults into sustained employment. This would mean an
increase in short-term investment in funding the preparation of the non-employed to re-enter the labour
market by the Treasury, but the cost would be more than oVset by the savings in benefit payments. Notably,
it would see employability skills training activity as an integrated priority of the DfES/LSC plan to have a
sustainably trained 80% activity rate, ie those of working age in employment. DWP and Jobcentre Plus
would have the responsibility of paying benefits and ensuring the non-employed availed themselves of the
training and job finding facilities increasingly supplied by the independent sector. The key change, which
would benefit employers, is that skills training would fall under the remit of one agency only, the LSC. This
should produce more consistency in terms of quality outcomes and service.

13. In part, this has already happened with the move of JCP’s non-mandatory basic skills provision to
LSC funding control, a move which ALP welcomed (albeit with significant concerns about the way in which
it was undertaken.) A similar view was also well articulated in the National Employment Panel’s (NEP’s)
report from March 2004 “Welfare to Workforce Development”, which additionally proposed the

125 “Hutton: More people in work, claimant count down”, DWP press release, 13 September 2006.
126 “Training participation by age amongst unemployed and inactive people” Department for Work and Pensions Research

Report No 291, Newton, Hurstfield, Miller, Akroyd and GiVord: 2005.
127 The Skills and Productivity Challenge: A Summary of the Evidence Base for the SSDA’s Strategic Plan 2003–06. Sector Skills

Development Agency (SSDA).
128 “Working Together to Improve Skills”, Moley, November 2005, in Working Brief, issue 169; CESI.
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implementation of joint PSAs between DfES and DWP relating to skills attainment amongst the
economically inactive. We have been very supportive of the NEP’s proposals in this regard and are
disappointed that so little follow-through of its recommendations has been achieved.

14. The Association of Learning Providers believes that next year’s Comprehensive Spending Review will
be pivotal in continuing the strong recent progress that has been made in improving the UK’s skills base.
But it is not just about how much funding will be made available, it is how the money is spent and what the
overall strategy is that the funding is intended to support. In our view, linking the aims and objectives of
DfES and DWP and breaking the current “silo” arrangements that artificially create a divide between
“work” and “training” is the way forward.

15. In evidence to the Select Committee that ALP oVered earlier this year,129 we proposed that “all funds
for the support and training of unemployed people be transferred from DWP, via the DfES, to the LSC.
The function is consistent with their existing role and should be properly acknowledged as a priority element
in the delivery of the skills strategy.” We continue to believe that eVective employability training via the LSC
and its provider infrastructure oVers the greatest likelihood of eVective results from the job finding function.
Plus has a massive and impressive track record of getting well prepared unemployed back into work, but its
ability and track record of success in delivering training tailored to employer needs is questionable, and is
certainly not of the levels needed to either meet the 80% aspiration nor indeed to contribute to the meeting
of the national skills strategy targets—which are indeed targets and not aspirations, and must therefore be
judged as being more of a priority for the Government to attain.

16. We therefore reiterate now our recommendation the Committee in January 2006: that there should
be an urgent, cross-Departmental debate to determine a single, Government-wide policy, focusing on the
necessity of returning one million non-employed adults into sustained employment. This would pull
together the separate priorities of:

— firstly, reducing the overall expenditure budget—focused on by the Treasury;

— secondly, the need to find jobs for the non-employed—the priority of DWP/JCP; and

— finally, the need to upskill the nation to sustain future economic performance—the role of
DfES/LSC.

17. These should merge into a single policy dependent upon, and actioned by, the three departments. This
would result in an increase in the short-term investment in funding the preparation of a million non-
employed adults to re-enter the labour market by the Treasury, being more than oVset by the savings in
benefit payments. It would see employability skills training activity as an integrated priority of the DfES/
LSC plan to have a sustainably trained 80% activity rate. DWP/Jobcentre Plus would have the responsibility
of paying benefits and ensuring the non-employed availed themselves of the training and job finding facilities
increasingly supplied by the independent sector.

18. We therefore believe that it is lack of skills that presents the major barrier to the meeting of the 80%
employment aspiration, and that current welfare to work structures do not adequately address the skills
needs of the hard-to-reach disadvantaged groups, an area that must be tackled for sustainable employment
to be attained.

19. Recommendation: That an overarching Governmental policy to properly link the employment rate
aspiration and national skills strategy be devised, with Jobcentre Plus overseeing the payment and
monitoring of the benefits system and providing the excellent job-finding and broking service as now, but
with the LSC taking as a priority the training up of non-employed as a major contribution to the skills
strategy.

D. Effectiveness of National Programmes

20. One of the areas in which some ALP members are beginning to express concern is how the New Deal
Prime Contractor strategy is panning out in practice, as opposed to how it was envisaged. In evidence to the
Committee given in February 2006, Leigh Lewis, DWP Permanent Secretary, said, “We have had lots and
lots of tiny contracts which are probably not in the interest of anyone, but we want a smaller number of
contracts without wanting to exclude in any way those local niche providers who can be desperately
important to us.” This is a view to which ALP wholeheartedly subscribes.

21. However, Chris Melvin of ERSA, also giving evidence in January 2006 warned that “there will be a
real opportunity lost if the monopoly of the state provision simply becomes the monopoly of provider
provision,” whilst in the same session, ALP Chief Executive Graham Hoyle commented that if “prime
(contractor) was being interpreted as sole (contractor)” it would be a “disaster”.

22. There is therefore a good deal of consensus amongst both the provider community and the
Department about the strategic direction of New Deal procurement, yet reports are reaching us from our
members that in some areas, Prime Contractors are now not following through on their tenders and
finalising deals for provision with smaller sub-contractors. A DWP oYcial meanwhile confirmed to ALP

129 “Getting the non-employed back into work—a revised role for Jobcentre Plus, playing to everyone’s strengths” ALP,
January 2006.
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recently in an oV-record meeting that the Department was not overly concerned at this prospect, as long as
JCP had its numbers of contracts down to manageable proportions and that all promised provision was
indeed being delivered and targets met.

23. This is a worry to us; although naturally we are concerned for the business welfare of our providers,
more importantly we can see the Prime Contractor strategy as it appears on the ground leading directly
down a road to an even more constricted market, as bigger and predatory providers either do not use the
sub-contract provision which was listed in their tender (which begs a question whether or not they are
fulfilling the basis on which they tendered to JCP in the first place), or alternatively let it run for a while
before absorbing it into their own operations.

24. Either way, the eVect is to constrict the provider infrastructure still further from its already much-
reduced state. This cannot, we feel, align with the “choice” agenda that is being promoted by this
Government, evident in welfare-to-work strategies by (amongst other things) JCP’s planned move to a star
rating system for providers which is designed to give customer choice in which organisation they access to
support them back into employment. We cannot see how the concept of “choice” can work when, as seen
above, smaller and niche providers—and for that matter, what may in previous times have been seen as
medium-sized providers—are being forced out of the market.

25. Under this scenario, there is reduced scope for innovation and entry into the market can become
severely restricted. Larger providers, rightly enjoying economies of scale as a result of their large-scale
contract wins or business absorptions, can tend to become more risk-averse to trying new tactics and
strategies, meaning that the welfare to work market could become stale and lacking in radical new ideas and
thinking. This will in itself work against the 80% employment rate aspiration, which, whilst hard to attain,
will be even harder to maintain in some respects once it has been achieved.

26. This will impact across all national programmes including Employment Zones and Pathways to
Work, which have both had encouraging results on working against unemployment rates. As things stand,
smaller and niche providers are finding it increasingly diYcult to survive, and many have already exited the
market either through the procurement process or voluntarily. Once this happens of course, it is that much
more diYcult to entice them back.

27. A constant source of irritation and concern amongst JCP-funded providers and JCP alike has been
the revolving door syndrome of placing an unemployed customer into work, only to find them reappearing
a short time later having lost the job and reopening a claim. For the 80% employment rate aspiration to be
realised it is crucial that job sustainability is an inherent part of the strategy fabric, and whilst Pathways in
particular is making more than an acknowledgement of this importance by funding providers in part
according to job sustainability, more needs to be done. Work First is the underpinning principle of JCP and
welfare-to-work, but where this has interrupted valuable training towards long-term employability and job
sustainability it has been counter-productive.

28. This brings the discussion around again to skills, and in particular the Learning and Skills Council’s
(LSC’s) Train to Gain programme. Via this programme, the LSC pays the provider to deliver whatever it
is the employer wants, whenever and wherever they want it—but only once the person is employed. If proper
seamless integration can be achieved between the work first mantra of JCP and the basic principles of Train
to Gain, what will have been achieved is the removal of skills training delivery from JCP and its transference
to the LSC, where (in our view) it properly belongs, leaving JCP to concentrate on what it does best; namely,
finding people work in the first place, and not having to second-guess the skills needs of its employers en
masse.

29. Although in its infancy as a full-fledged programme, Train to Gain’s initial results have been
encouraging with around 7,000 employers so far engaged in the programme. What is more, because its
protocols set out not to disrupt any existing relationships between providers and employers, this means that
smaller providers—perhaps ex-JCP ones—can “stay in the game”. Some former providers of JCP non-
mandatory basic skills have already found this to be the case.

30. Recommendation: We strongly believe that the LSC’s Train to Gain programme and Jobcentre Plus
provision can and should be much more fully integrated to incentivise employers to take on unemployed
and economically disadvantaged people.

31. But what is most interesting about the issues surrounding national programmes is how they will be
aVected by Cities Strategies. These are at once exciting and worrying; they truly are a radical step change
in the approach to delivery of welfare to work provision, but at the same time there are immense tensions
in the strategic approach—or lack of it—that it advocates.

32. On the plus side, City Strategies allow for the link up between employment and skills provision—
particularly Train to Gain type provision as outlined above—to become that much easier. On the negative
side, there is the prospect of the devolved design of delivery processes leading to a kind of district “anarchy”
if lead consortia do not wield robust control, where provision is of more questionable quality than currently
and even less conjoined than at present. ALP is very pleased that DWP is prepared to take such a bold step
in moving a new concept forward, but note that by March 2008—presuming the broad timeline for the first
consortia to be up and running is more or less adhered to—we could, on past record, have seen the first
evaluations completed and some form of national rollout on the cards.
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33. This brings the prospect of a very diVerent form of JCP into play at quite an early stage, and will it
be a JCP able to exercise eVective control over national programmes? With JCP’s procurement functions
already moving back into DWP it seems that to some extent a decision has already been made in this
respect—that DWP will procure provision (at whatever level the Cities Strategy indicates they should), and
JCP will administrate benefits and (perhaps) keep an oversight of operational delivery in a district.

34. There is an obvious tension here though—how to devolve operational design to a local level but
without fragmenting overall procurement strategy. At this stage we are not sure quite how this can be
achieved beyond the national strategy being specified in terms of its outputs, and districts being left to get
on with it and design something to produce results, but this does not seem to be what the Government has
in mind when it talks about the Cities Strategy in general terms. It is therefore unclear at this stage, despite
the cautious welcome that ALP may give to the notion of City Strategies, how it will aid the raising of the
employment rate trajectory that needs to urgently happen if even the aspiration of an 80% rate by 2015 can
have made some significant progress made toward it. As things stand, this is such a potentially fundamental
overhaul that arguably this may be the wrong time to either have the aspiration or to introduce the strategy,
unless a very extended period of piloting and evaluation is allowed, and this may not be what Ministers will
currently want to hear.

35. Recommendation: Whilst cautiously welcoming the move to Cities Strategies, we would strongly
recommend a full and proper pilot and evaluation period; the absence of which we believe could endanger
much-needed moves in the short-term move to an 80% employment rate.

F. Role of Private and Voluntary Sectors

36. Currently Jobcentre Plus has the responsibility for supporting/training non-employed groups and to
procure training as part of their New Deal and other provision options. Since taking over Work Based
Learning for Adults in the 1990s, they have never developed suYcient expertise, nor indeed as eVective a
delivery infrastructure as the LSC. This is substantially because of the continued, cultural focus and priority
on job finding as their key responsibility. Severe cutbacks during 2005 have also impacted primarily on the
training elements of New Deal services and Work-Based Learning for Adults.

37. However, responsibility for skills and employability training already lies primarily with the LSC, and
arguably already falls within the remit received from the DfES, although this is not explicitly spelt out in
PSAs. LSC use a sophisticated and ever more eVective provider infrastructure (as evidenced by the last Adult
Learning Inspectorate Chief Inspector’s report)130 comprising both Colleges and independent providers.
This network already possesses the skills in all localities to fulfil an employability training role.

38. As noted above therefore, our proposal is that all funds for the support and training of unemployed
people be transferred from DWP, via the DfES, to the LSC. The function is consistent with their existing
role and should be properly acknowledged as a priority element in their delivery of the skills strategy, which
in itself can play a hugely important part in delivering the proposed 80% national employment rate. It will
be necessary however to properly acknowledge both the high cost of training economically disadvantaged
and inactive groups whilst also recognising the massive savings to the public purse of success. Appropriate
allocations from the Treasury to the DfES/LSC—not DWP/Jobcentre Plus—will need to be made, but we
believe these can be justified through benefit oVsets, ie the projected savings in benefits and increased tax
returns will more than cover the increased expenditure on training.

39. In order to see how such a move would function, we need to look at the main players in the arena of
job-finding—in other words, Jobcentre Plus itself, and firstly its commercial equivalents, comprising mainly
commercial employment agencies, although there is also eVective work undertaken in the margins by
voluntary organisations—especially within the non-employed sector. However, neither of these players are
currently, nor likely, to be very successful at placing most of the jobseekers from the groups outlined above
into long-term, sustainable employment until those jobseekers are better equipped with the employability
and vocational skills increasingly demanded by our 21st century employers.

40. EVective employability training via the LSC and its provider infrastructure oVers the greatest
likelihood of eVective results from the job finding function. The public employment service (Jobcentre Plus)
has a massive and impressive track record of getting well prepared unemployed back into work, but this
capacity was severely weakened by the eYciency saving moves over the last year to 18 months, which
impacted on the eVectiveness of their front line operation, and we believe that pursuance of the Prime
Contractor strategy over the middle to longer term will also have a deleterious eVect on this capacity, as
noted earlier. It will also be further weakened by the policy-driven concentration on serving the unemployed
(only), which has increased the perennial perception of employers that applicants from Jobcentre Plus come
almost exclusively from the “bottom end” of the market. This perception continues to inhibit the number
of employers and vacancies accessible to Jobcentre Plus and their clients.

41. On the other hand, the private sector agencies have developed a profile with employers, more
favourably linked with provision of quality applicants. Yet whilst private agencies deal successfully with
some unemployed jobseekers, they tend to represent a small proportion of their business.

130 “Annual report of the Chief Inspector 2004–05”, Adult Learning Inspectorate.
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42. If unemployed applicants had their employability/skill ratings properly enhanced as suggested in this
paper, the private sector would be well placed to exploit the confidence it enjoys from employers, to move
these properly prepared jobseekers into sustainable employment. Commercial agencies are funded by
commission from employers on successful placement. OVering an additional premium from Jobcentre Plus
for the successful placement of unemployed jobseekers would incentivise the private sector to up its game
regarding the unemployed based on the opportunity for enhanced commercial success. Such public sector
funding would need to be based solely on evidenced outcomes, keeping the funding both bureaucracy free
and cost eVective.

43. If this strategy is run concurrently with the conjoined deployment of the LSC provider infrastructure
to use their workforce development capabilities to target the unemployed and inactive workforce, it can be
seen that not only are there significant economies of scale to be enjoyed from the allocation of public monies,
but that more crucially all parties are playing to their strengths in delivering not only a formal PSAs but an
important aspiration (ie the 80% employment rate.)

44. Recommendation: We recommend that Jobcentre Plus should consider further developing its
growing relationship with the private sector, paying a fee for every unemployed person that is re-settled into
sustainable employment. This fee could be variable across diVerent groups of unemployed (reflecting the
savings to the Exchequer) and the nature of the employment (full-time, part-time, long-term or temporary).
Jobcentre Plus might consider contracting the whole of its job finding service to the independent sector,
enabling it both the concentrate on its benefits payments responsibilities and hitting the eYciency savings
currently being pursued.

45. Recommendation: Furthermore, that a conjoined strategy reaching across JCP, LSC and commercial
recruitment providers with each playing to their strengths will result in significant progress being made
towards the 80% employment rate aspiration whilst simultaneously contributing significantly to other
priority Government targets.

September 2006

Memorandum submitted by Equal Access to Employment, Glasgow

1. Equal Access is a Glasgow partnership set up in 2004 with the following vision:

“Every adult in Glasgow, regardless of their age, gender, background, ethnicity, personal or health
history should have the same opportunity as everyone else in the city to obtain and hold down
meaningful, paid work”

It seeks to develop a single employability “system” in Glasgow spanning health, social care and
employability services. Our prime focus is on people on health-related benefits, which we recognise is not
the main focus of the Inquiry. However, we believe our experience will be of relevance to the Inquiry, so we
make some brief observations here.

2. The diVerent employment rates noted below, experienced by diVerent groups, strongly suggests that
significant progress towards full employment will only be achieved by making a diVerence with all of the
groups below and others, such as carers, people with addictions, learning disabilities, criminal justice
records, etc. Generic employability services will not achieve the necessary impact by themselves: they will
need to partner eVectively with the agencies with specialist knowledge, such as Community Health and Care
Partnerships, and also specialist voluntary agencies. Enabling this eVective partnering is what Equal Access
seeks to do.

Group Employment Rate %

Scottish Total 75
Glasgow Total 65
People over 50 56
Black and Ethnic Minorities 44
Lone Parents 39
People with Mental Health Issues 25
Disabled People 32
Blind and Visually Impaired 17
Homeless 8

3. Many of the “barriers” to work are well rehearsed. The Glasgow Challenge research
(http://www.easglasgow.com/documents/glasgow-challenge-report.rtf) carried out a few years ago by
Glasgow University summarises these:
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Barriers Lone Parents Other Non-JSA

Coping with work 78 76
Health and disability 22 71
Employer attitudes 63 67
Benefits traps 81 62
Caring responsibilities 90 31
Personal issues 19 30

The benefit trap issue includes the impact of housing benefit, compounded by relatively high social
housing rental levels in Glasgow.

4. The degree of motivation to work is much less acknowledged, but the same report also identifies a high
level of motivation to work amongst people.

Lone Parents Other Non-JSA

Not looking for a job 13 (13) 32 (37)
Something might do in future 32 (35) 23 (21)
Definite possibility in near future 39 (34) 25 (23)
Currently looking for a job 16 (18) 20 (19)

Note: Figures in brackets are weighted to make sample more representative.

5. Equal Access has been gathering views of people not just on the barriers they face to working, but
on the solutions they see to the barriers. This will shortly be published on the Equal Access website (http://
www.equalaccessglasgow.com) but an extract is attached as an appendix. The issues people identified fall
into 6 groups:

— stigma and discrimination from employers;

— staV in health and social work had written them oV in relation to employment;

— welfare benefits;

— a general negative view of work held by the public;

— housing and support costs; and
— access to information.

In each case people were able to identify sensible solutions that can form the basis for more eVective and
person-centred services. These solutions are being built into an action plan, and have already been fed into
the development of Glasgow’s City Strategy.

6. One of the key issues is the central role of frontline staV. Equal Access has recently completed a robust
survey of attitudes of staV, both in health, housing and social care, and in employability, education and
training services. This can be consulted at
http://www.easglasgow.com/EqualAccessandFrontlineStaVBriefingPaperJune2006.htm

Headline findings are summarised here:

Health, housing and social care

— Three out of five respondents felt that it was important for them to raise employment issues with
their client group.

— Only one in four of the client (seen by the respondents in the previous six months), who were of
working age and not in work had any discussion about their future training and employment.
Meaning that 75% did not.

— Two out of five (44%) respondents agreed that it is currently part of their job role to raise training
and employment issues.

— Three out of five respondents know what kind of support is available to help their clients towards
employment.

— Slight more than two out of five of respondents rarely or never refer clients to other organisations
to help them towards training and employment.

Employment, education and training

— Four out of five respondents felt that it was important for them to raise health and social care
issues with their client group.

— Slightly less than one in two of the clients (seen by the respondents in the previous six months),
who were of working age and not in work were talked to about their health and social care needs.
Meaning that over 50% did not.
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— However, only three out of five respondents agreed that it is currently part of their job role to raise
health and social care issues.

— Slightly more than three out of five respondents know what kind of support is available to help
their client with health or social care issues.

— Two out of five respondents rarely or never refer clients to other organisations to help them with
their health and social care needs?

These findings highlight the importance of developing local networks and facilitating working
relationships across locally based health, social care and employability services. Equal Access is continuing
with this approach, and developing training programmes to enable staV to work eVectively across sectors
and provide a more eVective “joined up” service. The findings also provide a baseline against which progress
can be measured over coming years.

7. The issue of job sustainability gets very little attention, nor does progression within employment.
A mapping of employability services carried out in Glasgow some years ago (http://
www.equalaccessglasgow.com/documents/Mapping-study-final-report.doc), and about to be updated,
reveals that the great bulk of services delivered cluster around earlier and later stages of work preparation,
while there is relatively little attention to engagement, and very little support to help people stay in work or
progress in work.

Positive Activity 17
Work Preparation: Initial Stages 31
Work Preparation: Later Stages 37
In Work: Early Post-Recruitment Support 9
In Work: Longer Term Support 7

September 2006

APPENDIX:

BARRIERS TO WORK AND SOLUTIONS—WHAT PEOPLE SAY

This is an extract from a forthcoming report on Service User Involvement. The complete report will be
published on the Equal Access website
http://www.equalaccessglasgow.com/ during October 2006.

(a) Participants identified concerns that they would experience stigma and discrimination from
employers. They stated that to address this there should be:

— Training/awareness for employers and their staV.

— More placements/work tasters and promotion of voluntary work.

— Longer term support in the workplace from employers.

— Involvement in Equal Access from Employers.
“The attitude of employers—you may be well qualified but the employer is more likely to choose the
non-disabled person”

“Employers are uncomfortable about disability and don’t know how to treat someone”

“People want the opportunity to prove themselves—placements are good”

“Employers need to have their awareness raised”

(b) People expressed concerns that staV in health and social work had written them oV in relation to
employment and that staV in employability services didn’t understand or respect them. They thought this
could be addressed by:

— Encouraging staV to start asking people about work.

— Training and/or awareness for staV around diverse groups and person centred approaches.
“StaV from some agencies need to be better at relating to service users and be more aware of where
they are coming from”

“Health staV could start to talk to people about work—don’t write them oV”

“More trust from benefit agency workers as most people on benefits are genuine”

“Hostel staV to start to explain the options involved in returning to work to better yourself”

(c) The majority expressed issues with welfare benefits and suggested these be addressed by:

— Producing clear and easy to understand information about how working aVects benefits.

— Simplifying the process of coming oV benefits.

— Introducing automatic entitlement to financial support, transition benefits and flexibility in the
system.

— Putting the earnings disregard up because when the minimum wage goes up, it limits the number
of hours people can work without it aVecting their benefits.
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— Money management services.
“How confusing things are around benefits and back to work incentives eg 52 week linking rule.
Everybody tells you diVerent things. There is a lack of awareness of how getting back to work can
benefit you financially”

“Make the process for coming oV benefits clearer”

“More co-operation needed across agencies eg housing and social security”

“Benefits people need to speak to housing benefit and vice versa”

(d) Participants felt that there was a general negative view of work held by the public and that this could
be addressed by:

— Talking to people about work and building personal confidence.

— Promoting a pathway to work and encouraging progression towards work.
“The need for a pathway to work including activity with a purpose, volunteering and real work
experience”

“There is a culture of not working that needs to change”

(e) Some groups stated that housing and support costs thwarted attempts to come oV benefits and return
to work and this could be dealt by introducing:

— Automatic housing benefit run on and the implementation of transitional housing costs.
One woman was ready to go back to work but is unable because her housing costs £365 per week.

(f) Access to information:

It was apparent that many people did not know what services are available to help them find work and
they were not aware of the incentives and supports available eg 52 week linking rule, wage top-ups, housing
benefit support. To address, this people suggested:

— A one stop shop—go one place and/or staV with the ability to contact everyone else on the
person’s behalf.

— Clear accurate, easy to read information and access to it in a variety of formats and venues.

— Better advertising of services.
“The terminology used is a barrier, it should be in plain English”

“A lot of misinformation flies about”

Memorandum submitted by National Institute of Adult Continuing Education

Summary

— Attaining an employment rate of 80% is a challenging target for Government, especially when a
declining cohort of young people receives the largest share of the public funding for education
and training.

— There will shortly be insuYcient young people coming through to fill their retiring parents’ shoes
in the workforce and the gap can only be met through:

— Older people extending their engagement in the paid labour market and delaying their full
retirement.

— People currently some distance from the labour market being attracted into it and supported
to stay in it.

— Increased migration (although growing the size of the population may not be the most
eYcient way of raising the proportion of the adult population in employment).

— This presents a massive agenda for adult education and training that is not yet properly recognised
by the Government’s Skills Strategy and the policy initiatives resulting from it.

— Current Public Service Agreements have, on occasion, led to tensions between the agendas of
diVerent departments of state.

— Without more flexible and targeted policies for adult education and training, the Government will
struggle to achieve the 80% target.

Introduction

1. The National Institute of Adult Continuing Education (NIACE) is an independent non-governmental
organisation and charity. Its corporate and individual members come from a range of places where adults
learn: in further education colleges and local community settings; in universities, workplaces and prisons as
well as in their homes through the media and information technology. NIACE’s work is supported by a
wide range of bodies including the DfES (with which it has a formal voluntary sector compact) and other
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departments of state, by the Local Government Association and by the Learning and Skills Council. The
ends to which NIACE activities are directed can be summarised as being to secure more, diVerent and better
opportunities for adult learners, especially those who benefited least from their initial education.

The UK’s Ageing Demographic Profile

2. The number of young people aged between 16 and 24 is projected to fall from 6.9 million in 2005 to
6.6 million in 2020, equivalent to a fall of 4.9%. This creates a potential “demographic dividend” which has
implications for public spending. With 60,000 fewer people per year in the 15–24 age cohort between 2010
and 2020, a changing profile might, firstly, be used to reduce overall levels of public spending on education
and training. Secondly it might be retained to “goldplate” provision for children and young people—
increasing per capita spending on a smaller cohort. Thirdly it provides an opportunity to re-balance
spending to support policies for lifelong learning, to promote an 80% employment rate and to benefit adults
aged 25–65 learning for extended engagement in work. This note from NIACE advocates such a third way.

3. At the same time as the absolute number of young people is set to decline, life expectancy continues
to rise, thus amplifying the ageing demographic profile and making the dependency ratio more challenging.
It is surprising therefore, that the Government’s White Paper of March 2006 (Further Education: Raising
Skills, Improving Life Chances (Cm6768) gives attention to the phenomenon in just one paragraph (2.38).
The scale of the challenge does not seem to be recognised. Learning in later life is about extended working
as much as it is about opportunities for pensioners to remain active.

4. There is a growing awareness that two in three of the new jobs to be created in the next decade will be
filled not by new young labour market entrants but by adults. The consequences of this have, however, yet
to be appreciated. The quality of labour market oversight nationally was not enhanced when Government
and the Sector Skills Development Agency approved the first four of 25 Sector Skills Agreements that
assumed collectively, the recruitment of more than twice as many young people as actually exist in the UK!

5. Although some concerned with policy formation appear relaxed that market forces will find solutions
to skills and labour shortages resulting from the demographic changes underway, NIACE does not share
their confidence. In the short run the evidence is that firms are responding by recruiting massively from EU
accession states and by outsourcing jobs outside the UK. Although the UK may continue to benefit in the
short-term from a flow of well-trained and skilled craftspeople and of low waged labour, NIACE considers
that the belief in a market-driven solution is a complacent alternative to overhauling post-school education
and training policy. As Lord Leitch’s review of skills for HM Treasury is widely expected to note, looking
at labour market “flow” is only one part of the equation—there is also a need to consider “stock” and
capacity. Skill acquisition is not a one-oV event—skills also decay, whether through under-use or through
obsolescence as a result of changing technologies, regulation and innovation.

Turning the Margins into the Mainstream

6. If the aspiration to an 80% employment rate in the UK is to be achieved, the balance of focus of
Government’s active labour market policy must shift away from young entrants to the workforce to adults.
Many of those adults will come from groups consigned in the past to the margins of labour market policy.

7. Although benefit claimants are likely to be the centrepiece of the Committee’s inquiry, other groups
are also significant. In a response to the Further Education White Paper earlier this year, NIACE suggested
that attention to the needs of eight groups would provide a helpful benchmark against which to assess the
responsiveness of policy initiatives. The groups are:

— Older workers.

— Part-time and temporary workers.

— Those employed in businesses that are “cool to training”.

— Migrants (especially from EU accession countries).

— Women—especially from ethnic minority communities culturally resistant to high levels of female
employment outside the home.

— People currently on welfare benefits—especially those on Incapacity Benefits as a result of mental
health problems.

— Ex-oVenders.

— Adults with literacy levels at and below “entry Level 2”.

8. Each of these groups will experience diVerent barriers to full engagement in the labour market that
must be overcome if they are to enter, re-enter or realise their potential within the waged economy. The
extent to which current policy initiatives and publicly-funded provision can meet particular needs with
sensitivity and flexibility is however questionable: The Education and Skills Select Committee report into
Further Education (HC 649, September 2006, paragraph 91), for example, concludes that “. . . the dividing
line between what is of value—to individuals and to the economy—and what is less so, is nowhere as clear as
is currently implied in government rhetoric”.
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9. There are two of the above groups though, for which Government has acknowledged the need for a
more tightly targeted approach. The first is for women, the second for ex-oVenders. The 2006 Budget
announced a £40 million package in response to the Women and Work Commission, to help lower-skilled
women with skills training and career advice, recognising the bluntness of the key approaches of the Skills
Strategy. Research undertaken for the Department of Work and Pensions also suggests that the Department
is seeking to understand the cultural barriers faced by women from certain minority communities (see
section 5.3.1 of Barriers to Employment for Pakistanis and Bangladeshis in Britain. DWP Research Report
360, 2006) and work to meet resultant need, starting from where individuals are rather than where the state
would like them to be. In a similar fashion, the Government’s welfare reform proposals acknowledge that
the barriers faced by women who are lone parents may be as much around support issues as skills issues.

10. In a similarly nuanced fashion, the Green Paper Reducing Re-OVending through Skills and
Employment (Cm 6702, December 2005), set out a coherent strategy, led by the Department for Education
and Skills, to help reduce re-oVending by improving skills and employment opportunities for oVenders.
Both of the approaches are welcome in appreciating the complexity of some adults’ journeys to work—but
NIACE suggests that similar bottom-up sophistication is needed in respect of other six groups, as
suggested below.

Older Workers

11. As noted above, extending working life is an increasingly important contributor to a higher
employment rate. Older people are disproportionately likely to be lower-qualified and have declining
prospects of labour market mobility as they age. Training and education can help them to remain in full or
part-time work or to return to work as well as being more productive. The public policy implications of this
have been analysed by NIACE and Age Concern England in a recent paper (Learning in Later Life: A Public
Spending Challenge (September 2006) attached with this memorandum.

12. Although older workers have the potential to fill the 2.2 million new jobs that the Leitch Review has
projected will be created over the next 15 years, if employment rates for over-50s do not improve, the number
of workers over 50 will grow by only one million up to 2020 (the number of workers under this age will,
other things being equal, remain static)—insuYcient to meet predicted demand. For a sustained growth in
the proportion of older people in work to happen, they will not only need to have appropriate skills but
they (and their employers) will need to have positive attitudes to working in later life. The Government’s
Opportunity Age strategy for an ageing society was launched shortly before the 2005 general election and
widely welcomed—yet to date progress has been disappointing (indeed the New Deal 50! has declined).
NIACE believes that Government needs to give urgent consideration to specific programmes targeting older
people that motivate and skill them to extend engagement in the labour market—or better “age proof”
existing policies.

13. The economics of training older workers diVers from that of younger workers. For employers, there
is a strong disincentive in training workers approaching their final years in the labour market when
compared to younger people with greater potential over time to show a return in investment. For the public
purse though, there is a strong incentive to keep people in the labour market and deferring full retirement—
contributing to tax revenues and not drawing pensions. Publicly-funded training opportunities have a
potentially important role to play here—but it is one that current skills policies have yet to address fully.

Part-time Workers, Temporary Workers and Employees in “Cool to Training” Businesses

14. It can be argued that people in employment, however marginal, are contributing already to the
achievement of a high employment rate and that no further attention is required by the Select Committee’s
inquiry. However a counter-argument is given in a report for the Trades Union Congress by the Policy
Studies Institute (The Hidden One-in-Five: Winning a fair deal for Britain’s Vulnerable Workers, September
2006). This outlines how such groups as agency workers, migrant workers, informal workers, and home
workers are particularly vulnerable in labour market terms to exploitation, poverty and repeated
unemployment. Although NIACE’s concern with part-time and temporary workers and those employed in
businesses resistant to training is not exactly the same as the TUC’s, a common argument holds: both groups
share a disproportionate number of low-skilled under-qualified workers who are in such posts not through
choice but because they are unable to secure sustainable full-time work and are caught in a “revolving door”,
swinging between insecure, low skill jobs and periods on benefit. Reducing the amount of “churn” in the
system should be a stronger priority for Government.

15. It is here, particularly in respect of the “16-hour rule” concerning study while claiming benefit, that
a tension between the agendas of diVerent Departments of State becomes apparent. The PSA targets for
which DWP is responsible result in systems designed overwhelmingly to get people, including those with low
levels of skills, into employment of any kind. Other things being equal, this will swell the proportion of
people in the workforce without qualifications. The DfES, in contrast, is tasked with raising the numbers
of people in the workforce (not necessarily in employment) with Level 2 qualifications—risking the creation
of a perverse incentive to keep learners economically inactive until qualified. In practice, this can result in
learners being required to abandon training in mid-course for temporary work only to repeat the cycle.
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Migrants

16. Migration impacts on many dimensions of public policy but is undoubtedly a major consideration
when assessing whether an 80% employment rate can be achieved. As mentioned in paragraph 5 (above),
migrant labour especially from within the EU is a palliative rather than a cure for skills gaps. After other
EU members open their doors to migrant labour in three years time, the UK may not be able to rely on the
same level of supply.

17. Asylum seekers and refugees add a further dimension to the migration picture in which delays in
dealing with asylum claims waste the potential refugees have in contributing to the UK economy. Overall
employment rates among refugees are, however low (of the order of 30%). A particular diYculty here lies
with the practice of giving refugees a fixed time leave to remain which acts as a disincentive to employers.

18. Other issues impacting significantly upon the ability of migrants to contribute to the labour market
are the recognition of overseas qualification and the provision of courses in English for Speakers of Other
Languages (ESOL). The latter issue has been the subject of an independent inquiry, led by NIACE which
concluded that a shortage of teachers coupled with inadequate provision that is not well planned and is of
patchy quality are all contributing to the enormous problems facing adult ESOL. The Government’s
response to these findings is to be made public on Tuesday 3 October 2006.

People on Welfare Benefits

19. NIACE acknowledges the care taken by Government in the introduction of proposals for reform
made in A new deal for welfare: Empowering people to work (Cmd 6730). This sensitivity is welcome and will
make it easier for to attract a million people oV benefit and into employment. We believe that the pathway
back to work for people who are overcoming mental illness is a particularly important exemplar of the need
for a highly targeted and personalised approach and powerful argument to reform the skills strategy. The
process of recovering mental health is enhanced by education and training in small incremental steps which
restore confidence and engagement—the acquisition of a first full Level 2 qualification (or basic skills) is
simply not always appropriate, not least for people who may have been well-qualified earlier in their lives
but who have a long journey to undertake before becoming fully employable again. The same is true for
adults with learning diYculties and/or disabilities who may require highly individualised support
arrangements rather than a “one-size fits all” strategy.

20. It appears increasingly likely that the Leitch review will recognise the value of a holistic approach to
assist those with fewest skills and qualifications and also multiple needs resulting from chaotic lives. NIACE
will welcome any proposals that introduce greater flexibility and cross-departmental co-operation into
assisting them into sustainable employment as a means of combating poverty and social exclusion.

21. The analysis of youth cohort data by Professor John Bynner and Samantha Parson has established
a clear inter-generational eVect whereby the children of parents with literacy skills below entry Level 2, not
just those without qualifications, are demonstrably more likely to be poor, unemployed and in poor health
when they reach adulthood. Neither the additional benefits nor the costs of not investing enough in adult
learning are yet captured in headline PSA targets for Government departments and their agencies. The
Department for Education and Skills’ targets do not measure where it is that public investment would have
the greatest impact.

22. NIACE believes strongly that the significance of adult learning is lies not only in the arenas of
personal development and fulfillment on one hand and the demands of the skills agenda and labour market
policy on the other. It contributes in cross-cutting ways to diVerent economic and social policy agendas (see
for example the ODPM/SEU report Improving Services, Improving Lives, October 2005, which recognises
the economic values of personal capacity-building and the well-researched positive link between adult
learning and social capital, health and family life).

23. NIACE would be pleased to provide the Committee with further information about anything
in this note.

September 2006

Memorandum submitted by the Wise Group

Introduction

The Wise Group is a third sector organisation that has worked to support disadvantaged unemployed
people to access opportunities in the labour market since 1983.

The Wise Group has a track record of developing a wide range of successful welfare to work programmes,
the best known of which is the Intermediate Labour Market (ILM) model. The ILM helps unemployed and
economically inactive people to gain the skills and experience they need to enter the labour market, whilst
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contributing to the wider regeneration of deprived areas. In providing training and work experience
opportunities, an ILM boosts the economic output of a community, assists in the economic regeneration
process and encourages community participation and improved skill levels.

Over our 23 years of operation, the Wise Group’s approach and programmes have developed and evolved
in line with the substantial changes in the economy, labour market and amongst the unemployed
population. Since 2002, we have delivered part of the Government’s New Deal programmes and are the
main provider of New Deal for Young People and a substantial element of the Employment Zone in
Glasgow. Our Workable programme works with New Deal for Disabled People participants across
Scotland and the North East of England and has enjoyed particular success in engaging with this client
group.

Our operation of these large-scale Government contracted programmes is complemented by a plethora
of smaller, specialist, client-driven projects. These projects work on an individualised scale, providing the
targeted support to disadvantaged client groups that is often required prior to entry to mainstream
employment or training programmes. This approach allows us to successfully deliver meaningful job
outcomes at scale, whilst maintaining our focus on supporting the individual, ensuring that our services are
driven by client need, whilst meeting (and often exceeding), but not being solely driven by, contractual
targets.

The Wise Group welcomes the opportunity to inform the Work and Pensions Committee’s considerations
on the Government’s aspirations for an 80% employment rate, and hope the Committee finds our
comments useful.

Executive Summary

— The Government’s aspiration for an 80% employment rate is a laudable one, but greater focus on
the comparative employment rates of disadvantaged groups is required. In particular the lack of
specific numeric aims regarding the employment rates of disabled people or ethnic minorities is a
weakness in the Government’s otherwise comprehensive employment policy.

— We would advocate the production of clear milestones towards the achievement of an 80%
employment rate, with incremental targets that build towards this longer-term aspiration.

— We would welcome wider discussion between Government and wider stakeholders as to the
economic and demographic assumptions behind the Government’s 80% aspiration.

— Jobless people face a number of barriers to labour market entry. Most of our clients face
considerable personal barriers to employment and there is a need for Government programmes to
allow providers the flexibility to fully address these complex barriers in assisting individuals
towards labour market entry.

— There are also a number of infrastructural barriers inherent within our benefits, taxation and
services systems that make labour market entry diYcult for the most disadvantaged groups. We
suggest a number of measures that could be taken in order to tackle some of these and provide
greater incentives for jobless individuals to consider labour market entry. There is also a need for
clearer communication of the measures available within the existing incentives structure.

— The UK Government is in the process of developing a comprehensive suite of programmes and
policies aimed at tackling unemployment and worklessness across the UK. There is still work to
be done but credit must be given to the Government for the development of programmes that have
successfully moved thousands of people into employment.

— The market place for the provision of employment related services by private and voluntary sector
organisations is still relatively new and further capacity building is needed to ensure a suYcient
quantity and quality of providers is in place.

— Central to the success of any employment services system based on a “market place” model is a
focus on performance. We would welcome a greater emphasis on performance management with
contracts being rewarded or removed on the basis of a performance rating.

— There is also a need for greater flexibility for providers within the current raft of programmes. An
emphasis on less formulaic programmes with greater attention based on outcomes, and less on
prescribed systems and processes would allow providers to work more innovatively and
individually with every client. It would also free up considerable resource for client-focussed
activity.

— City strategies should provide an eVective means by which to tackle disparities in the employment
rates of specific urban areas, allowing the development of innovative and comprehensive
approaches that simultaneously tackle a range of issues such as worklessness/unemployment, low
skills and child poverty.

— There is also a need for a heavily localised approach in the eVective performance management of
Government programmes—local labour market conditions, and the relative levels of disadvantage
of individuals participating in programmes must be taken into account in judging their eYciency.
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— We believe that the not-for-profit sector is well placed to deliver employment related public
services, as a result of our independence from the state, our focus on beneficiary need over profit
and the way in which we eVectively and actively engage with the most disadvantaged groups.

— A greater focus on the sustainability of disadvantaged employees in the labour market is absolutely
critical if an aspiration of an 80% employment rate is going to be achieved. Too many individuals
circulate between low pay/no pay, moving in and out of the insecure end of the labour market, and
low pay is a significant contributor to child poverty across the UK. Positive action is needed to
ensure that disadvantaged individuals not only move into and keep a job but are given support
and incentives to progress into more secure and higher paid positions.

— The employment rate of low skilled individuals is in decline and the high numbers of disadvantaged
people with low or no skills must be tackled as a matter of urgency. This will involve addressing
financial, cultural and practical barriers to learning, and providing incentives for both individuals
and employers to encourage participation in skills development activity.

Submission

Part One—The 80% Aspiration

1. We support the Government in its commendable aspiration to achieve an 80% employment rate, and
believe that organisations such as the Wise Group can contribute significantly towards the achievement of
this goal.

2. Given the comparatively poor employment rates of many disadvantaged groups relative to the UK
average, and the fact that in many instances these gaps have failed to significantly narrow, despite the UK’s
relatively healthy economic performance and tight labour market, there is a clear need to focus attention
and resource on these groups. For these purposes the 80% aspiration set by the Government, and the
headline figures given in the Welfare Reform Green Paperi (1 million Incapacity Benefit (IB) claimants,
300,000 lone parents, 1 million older workers) may be too broad to be practically useful in targeting resource
at those groups most in need of support. In particular we note the absence of any numerical statement,
aspirational or otherwise, with regards to reducing the employment rate gap experienced by ethnic minority
populations or people with disability (as distinct from the IB client group).

3. Whilst the UK average employment rate is a healthy one (OECD figures show it to be the best in the
G7)ii the benefits of employment are not equally distributed across the population. The employment rates
experienced by people with a disability (47.4%), lone parents (56.6%), ethnic minority communities (60.6%)
and the over 50s (70.9%) stand in contrast to the overall UK rate of 74.4%iii and whilst some progress has
been made in reducing the relative gaps between the rates experienced by these groups and the overall
population, there is still much work to be done.

4. A series of incremental milestones, that clearly indicate the steps that will need to be taken in order to
achieve the Government’s 80% aspiration may provide a more powerful basis for both the delivery of welfare
provision and the allocation of resource resulting from the 2007 Comprehensive Spending Review (CSR).
We would therefore advocate the setting of shorter term targets focussed specifically at the task of lifting
disadvantaged populations and areas up to the average employment rate.

5. The Centre for Social and Economic Inclusion has calculated that the achievement of an 80%
employment rate would involve moving 2.9 million people into work and would take (following current
trends) 12 years to achieve. This, they state, would involve moving the following numbers into employment:

— 700,000 sick and disabled people

— 300,000 lone parents

— 200,000 women returners

— 500,000 ethnic minorities

— 200,000 migrants

— 800,000 people aged 50!

— 100,000 JSA claimants

6. It would be helpful for the Government to engage in open dialogue with stakeholders about its own
economic, demographic and social assumptions made in devising the aspiration for an 80% employment
rate and the headline targets set in the Green Paper. In particular we would welcome greater clarity with
regards to the aim to reduce the numbers on IB by 1 million, as the figure prompts a series of questions
including:

— Does this figure take account of the fact that of the 2.4 million people currently classified as being
on IB, only 1.4 million are actually in receipt of the benefit? Has this been taken into account in
terms of the impact or otherwise of conditionality on this group?

— What assumptions are being made about flow oV IB through retirement or death?
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— How do the targets for the IB and 50! populations take into account the demographic parallels
between the two groups? Some 47% of the IB group are aged 50 or over.iv Are these individuals
separate to those targeted by the Green Paper for the 50! age group, or are the groups conflated?

— It would be interesting to see a full impact analysis of the Government’s plans for welfare reform.
What for example is the cost of doing nothing with the stock of those on IB, who seem currently
to be excluded from proactive interventions towards employment?

Part 2—Barriers to work

7. The Committee is right to focus on the barriers to work faced by workless and unemployed people,
which may make the achievement of an 80% employment rate challenging. There are, we believe, a number
of simple and practical changes that can be made to help to remove or alleviate these barriers.

8. The primary barriers facing the jobless131 are personal and infrastructural. Many of our clients face
considerable personal diYculties that must be overcome in order to consider labour market entry. There are
also a number of features of the UK’s benefits, financial services and taxation system that make the entry
process diYcult. Many of the issues highlighted below often prevent labour market entry, but also have
significant implications for sustainability (see also Part Six, below).

Personal Barriers

9. Evidence from our own programmes indicates that many jobless individuals face a number of diYcult-
to-overcome barriers to work, which must be adequately tackled if a position in the labour market is to be
achieved and sustained (see also Part Six).

10. A recent analysis of a sample of over 1,000 unemployed Wise Group clients found that they faced an
average of three significant barriers to work. 82% faced two or more barriers to work, with 15% facing more
than five barriers simultaneously. These included; a history of drug or alcohol misuse (16%), ex-oVender
status (19%) disability (16%), lone parenthood (14%), homelessness (6%), a lack of qualifications (63%) and
being a member of a workless household (71%). Facing any one of these barriers can make labour market
entry diYcult—facing multiple barriers simultaneously presents a real challenge for jobless individuals
seeking mainstream employment.

11. It is possible to work with individuals to tackle many of these barriers and the Wise Group does so
on a daily basis (for example our Lifecoaching project, targeted at ex-oVenders facing an average of 4.5
barriers each, has recently achieved a 63% employment rate). In order to do so however providers must be
able to work in a flexible and individualised manner. The rigidity of many programmes, in for example their
length, remains a challenge when working with particularly disadvantaged groups (see paragraph 23 below).

12. Contrary to the commonly held perception of the support needs of diVerent jobless groups our
research demonstrates that the most disadvantaged individuals coming through our programmes are those
on mainstream employment programmes rather than IB or other workless categories. We have found that
in many instances our “mainstream” clients are further away from labour market entry, because of the
complex interactions between the various barriers to work that they face. Our IB routed clients tend to face
less complex situations (although 41% still face two or more barriers to labour market entry). It is therefore
vital that the focus on IB, older people and lone parents, whilst welcome and highly justified does not mean
that the Government takes its eyes oV the ball when it comes to the JSA client group.

Infrastructural Barriers

13. Moving from unemployment to employment is a diYcult process and this challenge is compounded
for many of our clients by infrastructural barriers that work either to prevent them from moving into work
in the first place, or result in early exit (many of these barriers also impact on sustainability, as discussed in
Part Six).

14. Chart One (below) shows the barriers to employment experienced by clients over a 12-month period
on a Wise Group ILM programme. Four of the five barriers show a steady decline over the year (health,
housing, relationship issues, legal issues) however a notable exception to this is financial diYculties, which
significantly increase again at month 12.

15. There are a number of reasons for this trend including:

— Increased costs when moving into employment (eg requirements for new clothing, equipment,
transport etc).

— These are often compounded by a significant income gap if moving from weekly to monthly
payments.

131 When using the term “workless” we refer to those out of work but not oYcially counted as unemployed (eg on JSA). An
individual who is out of work can therefore be defined as either workless or unemployed. Where we use the term “jobless”
we conflate these two groups, and refer to all individuals who are out of work, regardless of their benefit status (excluding
those groups who would not seek work—eg the retired, students etc).
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— Housing and Council tax benefits are removed shortly after an individual moves into work,
reducing further disposable income.

— In addition many debts that are not pursued whilst an individual is unemployed are actively
pursued once they move into employment, placing even greater financial pressures on the
individual.

— There is a paucity of good quality financial services in disadvantaged communities, compounded
by a cultural assumption that services such as home insurance are not an option for certain
communities. This leads to a reliance on more costly services, such as door step lenders, or on more
expensive ways of paying for services—individuals using power cards to pay for their energy needs
for example do not receive the discounts that those paying by direct debit are granted. The credit
union movement is doing much to try to tackle this situation but cannot, due to FSA rulings, oVer
the full range of services required to ensure financial inclusion for disadvantaged communities.

Graph One—Impact132 of Barriers to work over training period (12 months)
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16. There are a number of flexibilities and initiatives that could be introduced in order to tackle these
diYculties including:

— The introduction of an In-work credit or premium, payable to individuals moving into the labour
market. The receipt or level of this credit could be linked to participation in skills related activities,
encouraging greater progression within the labour market (see Part Six, sustainability).

— The extension of Housing and Council Tax Benefit for a longer period post employment.

— Flexibility amongst public sector bodies to extend debt repayment deadlines for those who have
recently moved into the labour market and actions to encourage similar flexibilities amongst
private sector organisations. Some credit unions have developed schemes to “buy” the debts of
people crippled by immense repayment demands and this approach should be considered.

— The provision of flexible funds in order to provide immediate and accessible financial assistance
to formerly unemployed individuals during a time-limited transitional period.

— The continued support of the credit union movement.

— The provision of freely available financial advice resource at a national level specifically targeted
at people on low to moderate incomes.v

17. Existing incentives within the welfare to work system, such as the extended linking rule and the Back
to Work credit are excellent ways of ameliorating the perceived and real financial risk involved in moving
into work but it is important that the availability of these is also adequately communicated to the target
audience in a way that is easily understood. Current documentation about the linking rule for example is
incredibly complex and diYcult for welfare professionals to translate. Intimidating and oYcious language
can prevent people from putting their trust in a system designed to protect them and simple changes to the
tone and approach used in communicating this system could increase the willingness of individuals to take
the risk of entering the open labour market.

132 Impact is measured by the number of days spent dealing with these issues by our clients, requiring time away from their
training or employment related activity. These figures are aggregated for all participants, rather than detailed on a case-by-
case basis.
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Part Three—the EVectiveness of DWP National Programmes

18. The DWP is still in the relatively early stages of developing a suite of programmes targeted at
supporting unemployed people into the labour market. These programmes provide national coverage and
credit must be given to the Government for the development of programmes that have successfully moved
thousands of people into employment.

19. The provider mix for these programmes is changing, with a continued role for JCP supplemented by
a growing market for private and voluntary sector providers. This market is still in the early days of its
development and continued support for its growth is needed.

20. There remain variances in the quality of programmes and providers within the welfare to work market
place and it is critical that Government focus its attention on performance. Providers of welfare to work
must be rated, judged and most importantly challenged on the ground of their performance. However, the
way in which performance is measured needs to be sophisticated enough to take account of the relative ease
of moving certain individuals into employment compared with more disadvantaged groups and of the
impact of diVering local labour market conditions.

21. Any performance management system must take account of value-added: the starting point of the
individual, and the relative health of the labour market in which they are based must be taken into account.
The needs and abilities of each individual client will vary greatly—some will require a “light touch” of
support before re-entering the labour market whilst others will require a longer period of training and
support. There is a recognised danger that output based funding can drive a move towards “creaming”—
motivating providers to work with those individuals who are relatively easy to move into work, at the
expense of those furthest removed from the labour market, it is important therefore that the Government
measure and act on the basis of who providers are working with, as well as what outcomes they achieve.

22. As a provider of a number of Government programmes such as the New Deal for Young People and
Employment Zone we would argue that the current raft of programmes are too formulaic and involve a
series of prescribed stage points and milestones that result in bureaucratic and expensive processing systems.
These remove money from front line services and we believe that there is a real scope for reducing the
onerousness of these systems without losing accountability.

23. It is important that providers are given the freedom and flexibility to create innovative packages of
support, tailored to the needs of the individuals and economies that they work with. This should include a
longer duration of programme if required, to allow suYcient time to work with the individual to properly
prepare them for the open labour market. An arbitrary fixed programme length, such as 13 weeks, does not
allow for the provision of a fully individualised package of support.

Part Four—Area Based Variations in Employment Rates

24. As detailed at paragraph 4 (above) we believe that the Government should set clear targets for
reducing the gaps experienced by those geographical areas with the lowest employment rates when
compared with the UK average.

25. When dealing with urban unemployment a city-based approach seems an appropriate one for dealing
with the issues surrounding worklessness at a local level. Cities should have a more in-depth understanding
of local conditions and be best placed to create local plans in order to tackle the specific conditions that
contribute to worklessness in their communities. It is certainly appropriate that a localised approach is taken
to the issue of worklessness.

26. City strategies can be used as a means by which to encourage innovation and joined up thinking—
to recognise the interrelated nature of benefit dependency and wider disadvantage and to link critical
agendas more practically such as worklessness and unemployment, skills and in-work poverty.

27. A number of highly innovative strategies are being developed in the 13 cities granted pilot status by
the DWP. Critical to the success of these pilots is the need for them to be recognised as long-term strategies,
rather than short term fixes. It is likely that these plans will not deliver substantial results in two or three
years. Rather, if the infrastructural barriers to employment that face many cities are to be tackled, they will
need to take 5–10 years in order truly make lasting changes. Cities must take bold moves to tackle barriers
and infrastructural weaknesses that can impact on the employment rate.

28. There is a need for national programmes to take a more localised approach in the performance
management process advocated at paragraph 20 (above). This system must reflect the conditions in which
providers are operating and we would hope for a flexible model that takes account of local circumstances,
labour market conditions and the specific characteristics of the client groups worked with, in setting
outcome targets.
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Part Five—Private and Voluntary Sector Providers

29. There has been growing debate about the role of private and voluntary sectors in the provision of
employment related services. We believe that the market model can, if managed tightly and appropriately,
lead to improved provision for jobless individuals. It is our belief that not-for-profit organisations are
particularly eVective within this market at reaching out to marginalised groups particularly because they are
not subject to the distraction of profit margins faced by their for-profit counterparts.133

30. As detailed above we believe that there are two interrelated ways in which this market can be managed
to ensure better outcomes involving:

— a greater emphasis on performance, with genuine monitoring of who providers are working with,
the labour market conditions in which they operate, the quality of jobs achieved and sustainability
(beyond 13 weeks); and

— a reduced emphasis on process in order to allow providers more flexibility in supporting and
meeting the specific needs of each individual client.

31. Without this type of active monitoring of performance we believe that there is a danger, particularly
with profit-driven providers of welfare services, that conflicts can arise between welfare to work provision
and the acquisition of profit, with the susceptibility of the “profit motive” to supersede the needs of
beneficiaries. We would therefore suggest that not-for-profit organisations are the most appropriate
providers of employability support particularly for disadvantaged jobless individuals.

Part Six—Sustainability

32. The Government’s aspiration for an 80% employment rate cannot be met unless serious action is
taken to ensure the sustainability of the position in the labour market of the most vulnerable groups. There
are two key issues that we believe impact on the sustainability of jobs for those who have recently moved
from unemployment into the labour market:

— The withdrawal of support at a time when many challenges (such as financial diYculties) are just
beginning.

— Having low or no skills.

Support Needs

33. Many of our clients require extensive personal and practical support during their time on our
programmes and although this need may reduce during their time on a programme it increases again once
they move into employment.

34. The first few months in a new job are challenging for anyone, but are particularly so for those who
have not previously held a position in the labour market and who still face a number of personal barriers
as discussed in Part 2 (above). Many of our clients are long-term unemployed, and some have never had a
job, moving into work can therefore be a particularly destabilising and diYcult experience.

35. The Wise Group’s Next Steps project provides two years of post-employment support to clients who
have moved from one of our programmes and into the open labour market. This flexible programme
provides an individualised service including one to one and group support; drop in, phone, text or email
based advice; financial assistance; confidence and aspiration building programmes; career and training
advice; support in accessing training and further education; and support in progressing into an improved
labour market position.

36. The project is only half way through its pilot stage but has already produced significant improvements
in sustainability outcomes compared with national employment programmes. 87% have sustained their
labour market position for 13 and 76% for 26 weeks, and of these 87% and 78% respectively are still in the
same job. 17% have already improved upon their labour market situation.134

37. Importantly this is not a target-driven programme; instead staV are given the freedom to support each
client in line with their individual needs. The flexibility this aVords project workers has allowed them to
produce these considerable results. The project provides us with direct experience of the kinds of support
our clients need when struggling to settle into the labour market and we believe that this kind of model could
be key to ensuring that people at the insecure end of the labour market are assisted to move into more secure
positions.

38. The financial barriers described in paragraphs 14 to 17 have significant implications for labour market
sustainability. The Next Steps project has a flexible assistance fund distributed to clients experiencing
diYculties during the transitional period, a significant amount of which has been used to deal with the issues

133 The Wise Group provided detailed justification for this view point in our submission to the Work and Pensions Committee’s
Inquiry into the Pathways to Work programme.

134 An improved labour market position could involve an increased salary, moving into a post with better chances of promotion
or development, moving into a post that better suits the individuals lifestyle or family situation or moving from a part to full
time post.
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detailed above. Some 52% of clients have made use of this fund, indicating a significant need for this kind
of support. Money has been given to support a range of costs such as travel passes, bus fares, meal costs,
supermarket vouchers and support towards rent.

Skills

39. There is an urgent need to respond to the steady decline in jobs for those with low or no qualifications.
The employment rate of low skilled people has fallen from 51.7% in 1997 to 49.4% in 2006. It is clear
therefore that without action in this area those with low skills moving into the labour market face a highly
insecure future. Certainly without a continued emphasis on skills development progression within the labour
market is unlikely to be achieved by low skilled individuals: “Workers will on average change jobs seven
times during their working life and the vast majority of today’s workers will need to train or retrain for
tomorrow’s skills”.vi

40. In addition the continued predominance of low skills within the UK labour market will have a real
impact on national productivity and as will be fully explored in the Leitch Review’s final report at the end
of the year, addressing this situation is critical to the continued financial health of the UK.

41. An integrated approach to employability and skills should be promoted with a greater emphasis on
skills being placed within employability programmes. A more joined up approach between employability
providers and Further Education institutions should be encouraged, playing on the strengths of both
sectors. This could involve providing every job seeker with a place on a skills acquisition programme, and
maintaining this place once they are in work. Further Education institutions could oVer every job entrant
a skills passport that entitles them to undertake a qualification specific to their field of employment. These
individuals could be supported throughout this period by employment-focussed organisations with skills in
tackling the significant barriers faced by many new entrants to the labour market.

42. The benefits of continued skills acquisition should be promoted to individuals through incentives
such as in-work premiums paid to those engaging in training or skills related activities (see paragraph 16,
above). It is important to place as much emphasis on the individual as on employers in promoting skills
development. “The Government needs to address the balance between the employer and the individual, and
empower individuals to follow their learning choices . . . individuals who make their own learning choices
are more successful than those who have less choice”.vii

43. However if on-going skills development is going to be successfully promoted there is a need for
consistency in the message that is sent out about the importance of skills in reducing employment gaps and
promoting sustainability, particularly for those groups already disadvantaged within the labour market.
This message is diluted by decisions such as the exemption of the Learning and Skills Councils from the
forthcoming Age Discrimination legislation. This sends a strong message about who skills are for, which
needs to be considered.

September 2006
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Memorandum submitted by PCS

Summary

1. The Public and Commercial Services Union (PCS) is the largest trade union within both the civil service
and the Department for Work and Pensions (DWP). PCS represents over 330,000 people including 90,000
staV working in the DWP.

2. PCS welcomes the Select Committee’s timely inquiry and is happy to supplement this written
submission with further information and oral evidence.
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3. PCS believes that the eVectiveness of the Government’s Employment Programmes has been weakened
by the DWP’s EYciency Savings Programme which entails reducing the number of DWP staV by 30,000 by
April 2008. The inevitable consequence of this policy has been to reduce the numbers of trained and
experienced advisers within Jobcentre Plus. The accessibility and the quality of the service on oVer has
inevitably been aVected by such draconian cuts.

4. Furthermore the staYng reductions have been combined with a policy of rationalising the number of
Job Centres across the UK. In practice this is leading to the disappearance of many of the smaller, often
rural, Job Centres, depriving local communities of an essential local resource. Dozens of local Job Centres
have closed already and many more are scheduled to close. DWP intends to close 577 oYces by 2008
including large numbers of Job Centres. PCS has requested details of the specific numbers and locations of
planned Job Centre closures from Jobcentre Plus but have found Jobcentre Plus reluctant to provide us with
these details, despite the obvious interest of our members, not to mention the customers, in such issues. We
believe that a network of locally-based Job Centres is a vital component of a truly national employment
service. Once lost this network will be hard to replace.

The Effectiveness of DWP’s National Employment Programmes, Such as New Deal and
Employment Zones

5. When PCS put in its submission to the Select Committee inquiry into the DWP’s EYciency Savings
Programme in December 2005, we identified several areas where this programme was aVecting the delivery
of DWP’s employment programmes.

6. The key points that we raised then are still valid now, some nine months later:

— There has been a reduction in the number of staV and resources dedicated to New Deal training
provision.

— Contract teams that monitor and negotiate contracts have been cut.

— Budgetary constraints led to some areas being unable to aVord to pay for training for customer
groups eligible for New Deal training in 2005–06. PCS is concerned that this may happen again
in 2006–07.

— The Building on the New Deal (BoND) programme, that was intended to tailor training
programmes to customers’ specific requirements, has been suspended, apparently due to a lack of
resources.

— The reduction in the numbers of Personal Advisers has led to shorter interviews for customers with
the inevitable knock-on eVect of poorer service provision as advisers have less time to identify and
address customers’ needs.

— Pressure on advisers to meet targets leads to customers being referred to inappropriate vacancies.

— Job Centre closures lead to much lengthier journeys for customers to visit their adviser and get the
help they need to find a job.

— The Adviser Discretionary Fund, used to help customers start a new job, has been reduced and
subject to stricter conditions.

7. These problems, taken together, are having a serious impact on the ability of Jobcentre Plus to
maintain the successes in reducing unemployment that were a feature of the early years of the current
government.

New Deal

8. Almost one in five of our customers who are eligible for New Deal training provisions are unable to
be placed on a training programme within six months of joining New Deal. However there is evidence of
marked regional variations. This percentage is just 8.6% in South West Wales, yet is 40% in Norfolk. As a
consequence of the job cuts in the Department, the New Deal can no longer guarantee an even level of
provision across the country, leaving customers waiting far too long before they are placed on the training
programmes they need. The current under-investment in New Deal must be reversed if the Government is
serious about attaining its goal of an 80% employment rate.

Action Teams for Jobs

9. Action Teams were set up to help customers from disadvantaged areas find jobs. They were successful
in delivering results. Indeed the Action Team in Hartlepool recently won the Central Government Team
award in the Public Services of the Year Awards. Yet DWP has now decided to close all the Action Teams by
the end of September 2006, with the loss of 600 jobs, replacing them by a completely privatised, and untested,
provision called the Deprived Area Fund. The Action Teams made a very successful contribution in tackling
worklessness in deprived areas and the ones that were delivered in-house performed better than those that
were private sector led. DWP’s research showed that in-house teams achieved 140% of their job entry targets
against 78% managed by private sector teams. PCS fears that DWP is closing down a successful employment
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programme for no good reason, other than to continue its drive to extend the role of the private sector in
delivering employment services, even where the evidence shows that in-house provisions delivers a superior
performance.

Engagement with Employers

10. Jobcentre Plus’ engagement with employers is considerably weaker now than it has been for many
years. Around 40% of vacancies received at Job Centres are from intermediaries, mainly Employment
Agencies. This suggests that large numbers of employers are now paying a fee for a service that was always
intended to be provided free by the state. This development has consequences including jobseekers not being
able to find out important information about vacancies, including information about who the prospective
employer is. When employer engagement was delivered locally, Jobcentre Plus staV would have been able
to provide such information to jobseekers as experts on their local labour market. They were also better
placed to help employers through active marketing and through oVering them real facilities in Job Centres
or at Job Fairs.

Specialist Employment Advisers

11. The Specialist Employment Adviser (SEA) pilot ran for two years. It had the remit of engaging with
employers and community groups to increase employment opportunities among ethnic minority groups.
The pilot took a little time to get oV the ground but by the end had showed real evidence of establishing and
developing long-term links with employers and communities. But after two years DWP closed the pilot
despite the evaluation (see DWP Research Report no 365 “Specialist Employment Adviser Evaluation”)
concluding that the work of SEA’s was a long term process and that two years was not long enough to see
the widespread attitudinal change necessary for clear positive results to become visible. PCS believes that
DWP should have extended the SEA programme as there is little gain in starting on a long term project to
change attitudes if it is withdrawn after such a short period.

Interpreting Services

12. Many customers require interpreting provision in their dealings with DWP. DWP have recently
announced the closure of Harrow Contact Centre as part of the wider jobs cuts programme. Harrow
Contact Centre has one of the most diverse workforces in DWP with many of the staV fluent in foreign
languages, especially South Asian languages. PCS has urged DWP to use these rare skills to set Harrow up
as a Language Centre to provide an in-house interpreting service for our customers. PCS have recently
learned that DWP have rejected this option, preferring instead to buy in interpreting services from private
companies that have no knowledge whatsoever of DWP services. This means that many customers will have
to use an interpreter when dealing with DWP, when they could talk direct to a DWP oYcial, fluent in their
language and trained in the service they require.

Candidate Bank Project

13. This was a very promising initiative designed to assist some of the hardest to help client groups,
particularly around access to services that are delivered in the main, or even exclusively, via electronic media.
The Candidate Bank Project was delivering some solutions to this problem through initiatives such as
electronic matching. However DWP have recently axed this project. PCS regrets this decision and sees it as
another example of important DWP work being shelved due to capacity and cost restraints. The removal of
schemes such as this underlines how under-investment in employment services now can lead to much bigger
problems in the future. These cuts in service also seem to be driving important policy issues without any
public debate.

Employment Zones

14. Research into the comparative performance of Employment Zones, which are private sector led, and
New Deal, which is delivered in-house, show that, overall, Employment Zones are no more eVective than
New Deal in getting people into jobs (see attached report “Third Sector Provision of Employment Related
Services” by Steve Davies). This is despite the more generous resourcing and greater flexibility that
Employment Zones enjoy. PCS is extremely suspicious of the payment by result system that operates in
Employment Zones, and fears that it results in customers being pressurised into inappropriate jobs.

New Deal for Disabled People

15. Until recently this provision was delivered partly by Jobcentre Plus and partly by private/voluntary
contractors. DWP has now decided to hand over all this work to the private sector and close all the in-house
provision. When announcing this to their staV, DWP said that Jobcentre Plus staV had provided an
enhanced service with better job outcomes than private sector comparators. Again this is evidence of DWP
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closing down a successful in-house provision in order to transfer the service to untried and untested private
sector suppliers. Not only is this policy extremely demoralising for our members, it is also taking
unnecessary risks with existing, eVective services.

The Provision of Services by the Private and Voluntary Sectors

16. PCS refers the Committee to the report commissioned by PCS into the Third Sector Provision of
Employment-Related Services. This report was produced by Steve Davies, Senior Research Fellow at
CardiV School of Social Services and addresses these issues in considerable detail. A copy of this report is
attached to this paper and the executive summary is below:

Executive Summary

17. The Government has embarked on a planned expansion of provision of employment services by the
private and voluntary sectors. It has mixed objectives which may be contradictory.

18. Whatever definition is used, the third sector has grown in terms of both income and employment over
the lifetime of the Labour Government. It is increasingly funded by Government in one form or another
and the balance between grants and contracts continues to move towards the latter.

19. The definition of the third sector has been stretched to breaking point to include private, profit
oriented companies as well as charitable organisations. However, even many of the not-for-profit
organisations involved in employment services are not local community groups but large bureaucratic
organisations.

20. ERSA, the main lobbyist for the extension of the contracting out of employment services is
dominated by private companies that make millions of pounds of profit from job brokering and training,
and large charities that are increasingly dependent on contract funding from Government. Through their
trustees, some of these charities have very close links with the business lobby with their own interests in
opening up public sector markets. This combination constitutes a major producer interest and raises
important issues of accountability, transparency, and conflict between the charities’ roles as advocacy
organisations and service deliverers. An extension of the contracting out regime has the potential to damage
those voluntary organisations that rely on an independence from the state.

21. There are also other issues which should be taken into account by the Government before it makes
any decision about wholesale contracting out of JCP functions. There are serious questions about the
capacity of the third sector to cope with a large scale increase in contracting out and questions of whether this
would be appropriate even if the capacity exists. Voluntary organisations and, even more so, profit-oriented
companies are poor vehicles for core functions of the state.

22. Although great claims are made for the third sector in terms of superior performance, better results
in job placement and value for money compared with in-house provision, the evidence for this is rather thin.
Just how thin can be gauged by the fact that whenever such claims are made, the same limited set of
references appear.

23. It is simply not true that the third sector has a consistently better record in the provision of
employment services than in-house staV. Wherever Jobcentre Plus staV 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.

24. It is a mistake to conflate the private sector in with the not-for-profit sector and charities. They are
not the same and have diVerent motivations and objectives. It is also a mistake to conflate locally-based,
membership-led community groups with large multi-million pound charities that operate at a national or
even an international level. Regardless of the good work done by both, they are not the same, either in terms
of their relationship with the local community or closeness to their client group. The not-for-profit
organisations and charities (especially those with specialist expertise) can and do play an important role in
supplementing the role of the state. But they should not be confused with the state.

25. The data that does exist suggests that, given the right support, funding and flexibility, the in-house
provision could make further progress in assisting people back to work. The assessment of the Pathways
pilots is generally positive from almost every source: the DWP (2006), research commissioned by the
Department (Blyth, 2006; Barnes, H and Hudson, M, 2006), the IMF (2005), the OECD (2005), even, in a
rather grudging way, the ERSA (House of Commons Work and Pensions Committee, 2006b).

26. Both the in-house teams who have delivered such a successful pilot and the clients, who need the
assistance, deserve the opportunity to see the Pathways programme extended to the rest of the country using
the expertise and experience of JCP staV. The Government needs to draw the lessons of the experience to
date and provide a much needed vote of confidence in its own staV by defending and extending Britain’s
public employment service.

September 2006
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Memorandum submitted by Royal National Institute of the Blind (RNIB)

1. Introduction

1.1 RNIB welcomes the Committee’s latest inquiry into the Government’s aspiration of reaching an
employment rate of 80%, and the measures set out in the Welfare Reform Bill towards achieving this goal.

2. Who we are

2.1 RNIB is the foremost organisation in the UK in terms of knowledge of and support for blind and
partially sighted people of working age. We are also the leading charity working for the two million people
in the UK with sight problems of all ages. Our staV and volunteers work to empower blind and partially
sighted people and remove the disabling barriers they face, as well as preventing sight loss. We work to:

— Influence policy makers through our campaigning work.

— Provide expertise and support, Talking Books and a wide range of products and training.

— Encourage the direct involvement in our work of our 8,000 blind and partially sighted members.

2.2 RNIB has contracts for Work Preparation, NDDP, Access to Work, various ESF co-financed
projects with Jobcentre Plus, LSC and local authorities and IAG contracts with Connexions. In 2004–05
our employment staV provided advice services to 2,240 people, trained 294 employers and supported 419
blind and partially sighted people to gain or retain work. We also have two training colleges that support
people with sight loss, many of whom have additional disabilities.

2.3 We also have a specialist welfare rights team accredited to the Community Legal Service Quality
Mark.

3. Why are we Submitting Evidence to This Inquiry?

3.1 As the number of older people in the working age population increases the number of people
developing an impairment or long term health condition whilst in work will rise significantly. This trend will
also be supported in the long term by the increase in the retirement age to 68 over the coming decades.

3.2 Previous research has estimated that there are around 140,000 blind and partially sighted people of
working age in the UK. 73% are out of work.

3.3 90% of visually impaired people are aged over 60 and incidence of sight loss increases with age. For
example, in 2000–01 0.29% of people aged 50–64 in England were registered as blind or partially sighted in
that year (24,860 people). This contrasts with 0.78% of those aged 65–74 (31,940 people).135 Therefore, it is
clear that as the population ages, larger numbers of people will lose their sight whilst in work, or may be
unemployed and on Government employment programmes to try and get back into work.

3.4 In addition, looking beyond the Government’s 10 year programme of achieving an employment rate
of 80%, the increase in the state pension age for men and women to 66 in 2024, 67 in 2034 and 68 in 2044,
will mean a significantly larger section of the working age population will experience sight loss when of
working age.

3.5 The response of employers to staV who experience sight loss whilst in work will be crucial in
determining whether, as currently is the case, around 25% of people diagnosed with sight loss each year
(4,000 people) continue to leave their jobs and become economically inactive.136

3.6 The current position, whereby 90% of employers state that it would be “diYcult” or “impossible” to
employ a visually impaired person137 does not give us confidence that the labour market, without significant
Government intervention on a range of issues, is ready to embrace new practices and attitudes to allow the
inclusion and security of older people with sight loss in employment. In order to meet its aspiration of getting
a million older and a million disabled people into work Government will have to address the fact that an
older workforce will have more health problems and a higher incidence of impairment, including sight loss.

3.7 In our response we outline the following concerns in relation to the areas of interest set out by the
Committee:

135 Jennifer Evans, Astrid Fletcher, Chris Owen, Alicja Rudnicka, Liam Smeeth, Rosemary Tate, The prevalence of visual
impairment in the UK: A review of the literature (Commissioned by RNIB, 2005).

136 Work Matters, RNIB, 2002.
137 Roberts, S, C Heaver, K Hill, J Rennison, B StaVord, N Howat, G Kelly, S Krishnan, P Tapp and A Thomas (2004), Disability

in the Workplace: Employers’ and Service Providers’ responses to the Disability Discrimination Act in 2003 and preparation for
2004 changes, DWP, report No 2002.
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Section 2

SUMMARY OF OUR COMMENTS

4. Barriers to Work

Employer attitudes

4.1 DWP’s own research138 shows that nine out of 10 employers believe that employing a person with
impaired vision would be either diYcult or impossible. This clearly forms a huge barrier to blind and
partially sighted people’s ability to succeed in finding work now and in the future. As the population ages
and prevalence of sight loss increases amongst the working age population, we will have to tackle outdated
prejudices amongst employers if older people who experience sight loss are to remain in or join the
labour market.

Awareness of Access to Work

4.2 74% of employers are unaware of the Access to Work scheme and the vital financial support it oVers
with any extra costs when employing someone with a disability.139 This lack of awareness means that
employers still perceive people with a disability as being potentially expensive to employ because they don’t
know about the help available from Government.

4.3 We believe that the current lack of publicity of Access to Work needs to be urgently addressed by
Government if we are to make progress in educating employers about the financial support available to them
and thereby begin to change attitudes around the challenges of employing disabled people. Failure to do so
may in our view fundamentally undermine the Government’s ability to meet its aspirations of achieving an
employment rate of 80%.

Support for volunteers

4.4 Disabled volunteers have little protection under the DDA from discrimination and cannot get any
help through Access to Work. They are therefore left at a substantial disadvantage compared to non-
disabled people in seeking to gain work experience and enhance their employability. This is also problematic
in relation to disabled people who, later in life, need or wish to change career, which often involves voluntary
work to gain experience.

EVectiveness of DWP’s national employment programmes

4.5 Our experience of working with blind and partially sighted people has shown that national
employment programmes are not meeting the needs of visually impaired people. This ranges from computer
based courses that have no computers that are accessible to visually impaired people, to staV that have little
awareness of blind and partially sighted people’s needs. Weaknesses in this provision must be addressed as
Pathways is rolled out if we are to ensure that the needs of older and disabled people are met, allowing them
to move towards work.

Outcome based funding

4.6 We are concerned that outcome based funding is leading to concentration on those claimants nearer
the labour market. We are pleased that the Government recognised this during the Commons Second
Reading of the Welfare Reform Bill, giving reassurances that contracts would be constructed so that those
further away from the labour market would not be excluded.

4.7 Whilst this is welcome, we are still concerned that the funding structure of contracts must be geared
to reward providers who engage long term with those people who are further from the open labour market
and with groups, such as visually impaired people, who are distributed in smaller numbers around the
country than, for example, people with mental health problems or people with musculo-skeletal problems.

Contracts not meeting the needs of visually impaired people

New Deal

4.8 Again, we have concerns that support in areas linked to employment such as access to information,
mobility, the use of assistive technologies and specialised rehabilitation and training services, should be

138 Roberts, S, C Heaver, K Hill, J Rennison, B StaVord, N Howat, G Kelly, S Krishnan, P Tapp and A Thomas (2004), Disability
in the Workplace: Employers’ and Service Providers’ responses to the Disability Discrimination Act in 2003 and preparation
for 2004 changes, DWP, report No 202.

139 Goldstone, C and N Meager (2002), Barriers to Employment for Disabled People, NOP Consumer and the Institute for
Employment Studies, DWP report No 95, London, DWP.
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central to any programme which intends to help blind and partially sighted people. Thus far our experience
shows that such provision is patchy and variable.

4.9 If blind and partially sighted people are to achieve greater inclusion in Welfare to Work programmes,
the Government must ensure that services are sensitive to their needs by developing contractual agreements
with specialist organisations.

Area-based variations in employment rates

4.10 We are concerned that the proposed new Work-Focussed Health-Related Assessment, or Action
Plans, take account of local labour market conditions in assessing an individual’s overall ability to move
towards work. Clearly it is necessary to establish the skills and abilities that a claimant has, as well as the
support they need to move towards work. However, it is also necessary to consider whether the local labour
market is likely to oVer a range of jobs that the individual can realistically apply for and how this should
influence the work related activity they undertake.

4.11 We have specific concerns in relation to issues such as transport, where poor local provision,
especially in rural areas, has a huge impact on the ability of visually impaired people to travel. We believe
that these kind of limitations must be taken account of in relation to drawing up Action Plans.

The provision of services by, and the contracting out of functions to the private and voluntary sectors

4.12 We are concerned that the Bill provides the Government with powers to require voluntary and
private sector employment providers to implement benefits sanctions against disabled people who do not
comply with ESA requirements.

4.13 We have not seen evidence that compulsion and sanctions are a necessary part of the ESA regime.
Indeed, DWP’s own research has shown that in Pathways Pilots, Personal Advisers are very reluctant to
implement sanctions against claimants, as “Sanctions were generally felt unlikely to have a positive
impact”.140

Job sustainability

4.14 Getting larger numbers of older and disabled people into work is one challenge. Another is making
sure that people who develop impairment whilst in work, as well as disabled people in work who experience
a change in their impairment, are given the help and support to remain in work.

4.15 RNIB has been working with Trades Unions and MPs on this issue, to raise awareness of the need
for Rehabilitation Leave as a vital measure to stop existing and newly disabled people leaving work for a
reason related to their impairment.

4.16 With the increase in the number of older workers and the raising of the retirement age over coming
decades to 68, the number of people developing an impairment or long term health condition whilst in work
will increase significantly. A scheme like Rehabilitation Leave will be essential if we are to ensure that
workers of all ages, but particularly older workers, are able to get the right help and support to enable them
to stay in work.

Section 3

OUR COMMENTS ON THE AREAS OF INQUIRY SET OUT BY THE COMMITTEE

5. Barriers to Work

5.1 DWP’s own research141 shows that nine out of 10 employers believe that employing a person with
impaired vision would be either diYcult or impossible.

5.2 We believe that the Government must urgently look at ways to communicate with employers in order
to challenge unfounded and negative attitudes towards disabled people. Failure to do so will mean that new
requirements (in the Welfare Reform Bill) are placed on claimants of ESA (Work Related Activity
Component), but little done to address the demand side- employers. Failure to engage with employers could
fundamentally undermine the Government’s ability to get more older and disabled people into work.

140 DWP Research Report No 323 “Pathways to Work-extension to some existing customers: Early findings from qualitative
research.” DWP, 2006.

141 Roberts, S, C Heaver, K Hill, J Rennison, B StaVord, N Howat, G Kelly, S Krishnan, P Tapp and A Thomas (2004), Disability
in the Workplace: Employers’ and Service Providers’ responses to the Disability Discrimination Act in 2003 and preparation
for 2004 changes, DWP, report No 202.
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6. Access to Work

6.1 People with sensory impairments rely on Access to Work to pay for the adaptations and equipment
that they need to work.

6.2 However, Goldstone and Meager report that three quarters (74%) of employers do not know about
the existence of AtW, and recent research by RNIB142 suggests that “. . . employers’ awareness of AtW
resulted mostly from user applications . . .” with very few having heard of the scheme through a third
party.143

6.3 Parliamentary questions have revealed that “Jobcentre Plus invests around £300,000 a year
marketing and publicising its disability services and programmes, including Access to Work”.144 We estimate
that if evenly divided amongst the schemes, this leaves a promotion budget of around £30,000 per year for
Access to Work. This is, we believe, inadequate considering the vital part in the chain of support that AtW
plays and is leaving thousands of employers totally unaware of the support that would address their
concerns about employing a disabled person, or making adaptations for an employee who has recently
acquired an impairment.

6.4 With the level of concern amongst employers in terms of employing a blind or partially sighted person
that our research has shown, we believe that widespread publicity of AtW is essential to ensure that disabled
people’s talents and skills are not passed over because of employers’ concerns about the cost of adaptations
needed to the workplace. It is also essential to ensure that employers realise that when an existing employee
acquires an impairment there is help and support available to make the working environment accessible.

7. Volunteers not Protected by DDA and not Getting AtW

7.1 Disabled people on average face an employment rate of around 50%, against the national average of
76%. This, combined with lower levels of qualifications due to barriers within the education system, places
disabled people at substantial disadvantage in the labour market. For this reason volunteering, as it is for
non-disabled people, is a vital means of acquiring work experience and skills to enhance CVs and move
towards paid employment.

7.2 However, disabled volunteers do not have any protection from disability discrimination unless their
voluntary work is suYciently set out in terms that would constitute a contract for the purposes of
employment law. In most cases of voluntary work terms and conditions are not set out in such terms, and
therefore legal protection against discrimination does not exist.

7.3 On top of this disabled volunteers do not have a right to assessment and equipment from the Access
to Work scheme. The impact of this is that many voluntary opportunities cannot be taken up by a disabled
person as specialist equipment and support would have to be paid for by the individual or the provider of
the opportunity, which is unlikely to be feasible.

8. 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

Jobcentre Plus

8.1 Jobcentre Plus is the agency responsible for providing employment-related services to all disabled
people of working age, through Disability Employment Advisors (DEAs). DEAs act as referring agents to
specific employment-related programmes aimed at disabled jobseekers. These programmes are provided by
contracted agencies (including RNIB), and funding is usually based on outcomes, such as the number of
people passing successfully through them and into employment. This funding regime can encourage
programme providers to work with those applicants whom it is felt are more likely to find employment.
People perceived as being more diYcult to employ may be denied the advantages these programmes can
oVer.

8.2 A further concern is the lack of specialist knowledge among DEAs. As DEAs are subcontracting their
work to service providers their contact with workable solutions diminishes, and their expectation of what
blind and partially sighted people can achieve is reduced. This lack of contact with solutions makes it diYcult
for DEAs to provide expert advice to employers and jobseekers about which interventions and adjustments
can make a positive diVerence.

8.3 Additionally, the management of DEAs has been transferred from Disability Service Teams to local
Jobcentre staV. As DEAs take on broader responsibilities, they are in danger of losing touch with the people
they are supposed to be assisting and their knowledge of the particular needs of people with specific
impairments is diluted further.

142 Edwards, A (2004), The views of blind and partially sighted users of Access to Work, London, RNIB.
143 Goldstone, C and N Meager (2002), Barriers to Employment for Disabled People, NOP Consumer and the Institute for

Employment Studies, DWP report No 95, London, DWP.
144 House of Commons, Hansard Written Answers, 31 January 2005: Column 600W.
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8.4 Research conducted by RNIB suggests that the increasing distance between DEAs and their clients,
as well as the lessening of specialist knowledge of particular impairments, can impact significantly upon
blind and partially sighted people. Three quarters (77%) of the blind and partially sighted people interviewed
in Bruce and Baker (2003)145 said that they had received no help in searching for jobs, even though 60% said
that they would like to work if they were encouraged to do so.

8.5 Baker (2004),146 interviewed blind and partially sighted jobseekers and found that some blind and
partially sighted people felt that their own employment advisers have, as one respondent put it, seen “the
disability, not the ability”. It seems that some people have received insuYcient help as their needs in
employment can be seen as more complex (when this may not actually be the case), and their skills and the
range of jobs that they can do are seen as limited.

8.6 Parliamentary questions on DEA training tabled by Joan Walley MP have revealed that “Since April
2006, DEAs have had to complete the generic Adviser Skills training of around 22 days, followed by the
specialist DEA training. The approach for DEA training has moved away from focussing on any specific
disabilities towards giving advisers the skills to help the individual to recognise their abilities and think
through their barriers to work. DEAs also have Access to Work Psychologists if they need additional help
and advice to assist people with specific impairments.” (22 May 2006: Column 1483W, response from Lesley
Strathie, Chief Executive of JCP).

8.7 We are extremely concerned that impairment specific training is not being provided.

9. Work Preparation

9.1 Work Preparation is an individually tailored programme designed to help disabled people return to
work following a period of unemployment, and can also help people who may be at risk of losing their job
as a result of disability. It provides training in work skills, personal development and work placements.
Contractors are responsible for supplying the equipment and support required by those people participating
in the programmes.

9.2 A significant problem associated with this scheme is that many of the contractors who bid to run the
programmes fail to take into account the costs of equipment that some blind and partially sighted people
need. RNIB has a Work Preparation contract for certain areas of Scotland, and the proposal for the contract
was designed with this in mind. Sadly, almost all of the other contractors in Scotland have gained their
contracts by submitting low-cost bids which cannot provide the funds for this equipment. As a result, blind
and partially sighted people are eVectively excluded from participation. It is clear that if Work Preparation
programmes are to succeed for blind and partially sighted people, their needs should be incorporated fully
into awarded contracts.

10. Workstep

10.1 The number of blind and partially sighted people taking part in the Workstep programme in 1999
was 609—just under 3% of the total number of Workstep participants.

10.2 There is evidence that blind and partially sighted people are missing out on similar intermediate
labour market initiatives. Arksey, Thornton and Williams (2002)147 reported that “people with mental
health problems were considerably over represented in transitional employment [and] intermediate labour
market schemes” but people with a visual impairment were not represented at all. Supported employment
providers need to pro-actively consider how to include more blind and partially sighted people in their
provision.

11. New Deal for Disabled People (NDDP)

11.1 The Government’s New Deal for Disabled People programme works on the basis of independent
agencies acting as job brokers. DWP research shows that 2% of participants in NDDP state that “diYculty
seeing” is their main disability. RNIB has experience of providing such a service in the South West of
England, and we believe that with appropriate levels of funding, greater numbers of blind and partially
sighted people can be helped into employment under this scheme. However, at present, NDDP does not
have suYcient funding to provide the necessary support to those who need it most.

11.2 Once more, blind and partially sighted people are being sidelined, and the evidence suggests that:

— Welfare to Work programmes are designed to assist those disabled people who are closest to the
labour market.

145 Bruce, I and M Baker (2003), Employment and unemployment amongst people with sight problems in the UK, London,
RNIB.

146 Baker, M (2004), “See the ability”: the experiences of young blind and partially sighted people looking for work. London, RNIB.
147 Arksey, H, P Thornton and J Williams (2002), Mapping Employment Focussed Services for People with disabilities, Social

Policy Research Unit, University of York. DWP report No 93, London, DWP.
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— Access to Welfare to Work programmes for blind and partially sighted people has been poor, and
they are not getting jobs in large numbers.

11.3 Specialist knowledge is vital if blind and partially sighted people are to be assisted successfully into
employment. Support in areas linked to employment such as access to information, mobility, the use of
assistive technologies and specialised rehabilitation and training services, should be central to any
programme which intends to help blind and partially sighted people.

11.4 At the moment, none of the schemes and interventions mentioned above provide these vital
specialist services as a matter of course.

11.5 For example, a recent application by RNIB to provide specialist job search support in Lincolnshire
was rejected on the basis that this service is already provided under the remit of NDDP. However, further
investigation revealed that not one of the main agencies providing existing job search services in the Lincoln
area had actually assisted a blind or partially sighted person in the previous 12 months.

11.6 If blind and partially sighted people are to achieve greater inclusion in Welfare to Work
programmes, the Government must ensure that services are sensitive to their needs by developing
contractual agreements with specialist organisations such as RNIB.

11.7 We are concerned that:

— Statutory programmes such as NDDP and Workstep do not provide enough support for blind and
partially sighted people.

— Existing service providers are excluding blind and partially sighted people from employment
programmes.

— Disability Employment Advisors are being undermined in their eVorts to assist blind and partially
sighted people into work, as they become distanced from the people they are trying to help.

12. Outcome Based Funding

12.1 During the Second Reading of the Welfare Reform Bill, the Minister of State for Work said “. . . our
current plans will allow for 70% to be paid on the basis of outcomes, with 30% set aside to enable others to
enter the market and to provide cover for overheads for smaller organisations in particular.” “. . . it is
important that we construct the contracts in such a way that the private and voluntary sector does not simply
help those whom it is easiest to support into work.” (Columns 703 & 704, 24 July 2006).

12.2 We welcome these assurances and look to the Government to deliver on them, ensuring that all
impairment groups receive specific support designed to meet their needs, with a reward structure for
providers that focuses not just on getting people into work, but in moving them towards it as well.

13. Area-based Variations in Employment Rates in Both Urban and Rural Areas and the
Initiatives Aimed at Tackling Them, Including the New Cities Strategy

13.1 The Government has expressed its desire that ESA as a benefit, and the reformed PCA, should break
with IB and move towards a culture focusing on what claimants can do in relation to work, rather than just
looking at incapacity. This is welcome, and should be of benefit to disabled people currently on IB who want
to move towards work.

13.2 However, in order to accurately assess what a claimant can do in relation to work, it is not enough
just to look at their potential to engage in certain work focussed activity. The individual’s potential within
the local labour market is a vital part of the set of factors that will determine whether a disabled person can
find and retain work and what they should be doing in relation to work focussed activity. In addition, local
transport provision is another factor that needs to be looked at, as it is of huge concern to older and disabled
people who may not be able to drive or may not have their own private transport.

13.3 The Work-focussed Health-related Assessment will only give an idea of what the individual can
undertake in theory, rather than the reality of what is possible in their local area with its individual labour
market circumstances and infrastructure provision.

13.4 We hope that flexibility will exist to ensure that Action Plans drawn up with DEAs reflect the
limitations outlined above and only place conditionality on claimants in relation to work focussed activity
where it is reasonable to do so.
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14. The Provision of Services by, and the Contracting Out of Functions Such as Work-focused
Interviews to, the Private and Voluntary Sectors

14.1 We are extremely concerned that the Bill provides the Government with powers to require voluntary
and private sector employment providers to implement benefits sanctions against disabled people who do
not comply with ESA requirements. We do not believe that evidence has shown sanctions to be necessary
or eVective. We also have concerns about the Government’s plans to compel ESA claimants to engage in
work-focussed interviews and (subject to use of regulatory making powers) work-focused activity, under
threat of deductions of up to 25% of their benefit.

14.2 We have not seen evidence that compulsion and sanctions are a necessary part of the ESA regime.
Indeed, DWP’s own research has shown that in Pathways Pilots, Personal Advisers are very reluctant to
implement sanctions against claimants, as “Sanctions were generally felt unlikely to have a positive
impact”.148 On top of this, if the Government’s message that a million disabled people want to work is
accurate, then compulsion should not be needed to get people into work, only the right help and support.

15. Job Sustainability

15.1 Around 25% of people diagnosed with sight loss each year (4,000 people) continue to leave their jobs
and become economically inactive. Rehabilitation Leave is a process to enable newly disabled people, or
people whose current impairment changes, to retain their employment. Rehabilitation Leave does not
simply refer to a “leave” entitlement, rather a whole package of assessment, advice, rehabilitation, retraining
and implementation of reasonable adjustments, with job security being a crucial element.

15.2 Rehabilitation Leave should be triggered by accident, illness resulting in impairment or
deterioration of an existing condition, resignation or retirement on health grounds. All these should trigger
a medical assessment to recommend whether an employment assessment as part of Rehabilitation Leave is
required.

15.3 Employment Assessment is the key to job retention, carried out before the person or his/her
employer makes a decision about the future.

15.4 The object of the employment assessment is to determine the employee’s ability to carry out the tasks
associated with his/her work by the methods currently used, and by alternative methods involving the
development of new skills, new equipment, and adaptations to the working environment. It should consider:
whether the employee needs to take Rehabilitation Leave and if so provide an estimate of its length; whether
the individual should be able to return to the current job or move to an alternative job within the
organisation; or whether they will need to leave the current employer.

15.5 Rehabilitation Leave has distinct costs and benefits. Rather than lose employees through early
retirement or resignation, an eVective employment retention policy that includes Rehabilitation Leave
enables organisations to retain experienced staV and reduce staV turnover. Employers should also see a
reduction in the costs for recruitment, training for replacement staV, medical retirement, and the early drain
on pension funds should diminish. Other benefits include sending a positive message to current employees
with disabilities, leading to improved staV morale and promoting a positive image as an equal opportunities
employer.

16. Conclusion

Employer attitudes

16.1 As the population ages and prevalence of sight loss increases amongst the working age population,
we will have to tackle outdated prejudices amongst employers if older people who experience sight loss are
to remain in or join the labour market.

Awareness of Access to Work

16.2 We believe that the current lack of publicity of Access to Work needs to be urgently addressed by
Government if we are to make progress in educating employers about the financial support available to them
and thereby begin to change attitudes around the challenges of employing disabled people. Failure to do so
may in our view fundamentally undermine the Government’s ability to meet its aspirations of achieving an
employment rate of 80%.

148 DWP Research Report No 323 “Pathways to Work-extension to some existing customers: Early findings from qualitative
research.” DWP, 2006.



3500383022 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 240 Work and Pensions Committee: Evidence

Support for volunteers

16.3 Disabled volunteers have little protection under the DDA from discrimination and cannot get any
help through Access to Work. They are therefore left at a substantial disadvantage compared to non-
disabled people in seeking to gain work experience and enhance their employability. We believe that this
issue needs to be addressed to ensure that all opportunities are made available to disabled people.

EVectiveness of DWP’s national employment programmes

16.4 Our experience of working with blind and partially sighted people has shown that national
employment programmes are not meeting their needs. Weaknesses in this provision must be addressed as
Pathways is rolled out if we are to ensure that the needs of older and disabled people are met, allowing them
to move towards work.

Outcome based funding

16.5 We are concerned that outcome based funding is leading to concentration on those claimants nearer
the labour market. The funding structure of contracts must be geared to reward providers who engage long
term with those people who are further from the open labour market and with groups, such as visually
impaired people, who are distributed in smaller numbers around the country.

Contracts not meeting the needs of visually impaired people

New Deal

16.6 If blind and partially sighted people are to achieve greater inclusion in Welfare to Work
programmes, the Government must ensure that services are sensitive to their needs by developing
contractual agreements with specialist organisations.

Area-based variations in employment rates

16.7 We are concerned that the proposed new Work-Focussed Health-Related Assessment, or Action
Plans, take account of local labour market conditions in assessing an individual’s overall ability to move
towards work. Clearly it is necessary to establish the skills and abilities that a claimant has, as well as the
support they need to move towards work. However, it is also necessary to consider whether the local labour
market is likely to oVer a range of jobs that the individual can realistically apply for and how this should
influence the work related activity they undertake.

The provision of services by, and the contracting out of functions to the private and voluntary sectors

16.8 We are concerned that the Bill provides the Government with powers to require voluntary and
private sector employment providers to implement benefits sanctions against disabled people who do not
comply with ESA requirements.

16.9 We have not seen evidence that compulsion and sanctions are a necessary part of the ESA regime.
Indeed, DWP’s own research has shown that in Pathways Pilots, Personal Advisers are very reluctant to
implement sanctions against claimants, as “Sanctions were generally felt unlikely to have a positive
impact”.149

Job sustainability

16.10 With the increase in the number of older workers and the raising of the retirement age over coming
decades to 68, the number of people developing an impairment or long term health condition whilst in work
will increase significantly. A scheme like Rehabilitation Leave will be essential if we are to ensure that
workers of all ages, but particularly older workers, are able to get the right help and support to enable them
to stay in work and Government to meet its aspirations of reaching an 80% employment rate.

September 2006

149 DWP Research Report No 323 “Pathways to Work-extension to some existing customers: Early findings from qualitative
research.” DWP, 2006.
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Memorandum submitted by Chartered Institute of Personnel and Development (CIPD)

Summary

— CIPD research shows that the main deterrents to recruiting the long-term unemployed is employer
concern about skills; two thirds of whom said they would be more likely to hire the long-term
unemployed if grant were available to assess and improve the skill and development needs of
potential recruits.

— CIPD research also shows that employers looking to fill job vacancies are far more likely to
consider migrant workers than other groups of jobless people such as the over 50s and lone
parents.

— The Government’s long-term aspiration to raise the rate from just below 75% (as at present) to
80% is thus highly ambitious and challenging.

— Changing attitudes to recruitment and recruiting and retention practices will be crucial to ensuring
that all those who want to work have equality of access to available vacancies.

— Many employers are extremely reluctant to recruit people who have been receiving Incapacity
Benefit for a long-time, while, whether justified or not, many employers have practical concerns
about the potential of recruits drawn from the pool of economically inactive people, particularly
when considered alongside migrant workers.

— Ministers should seriously consider adding such measures as better information to employers
about the potential of people currently economically inactive, personal testimony of their
potential, subsidy payments to employers, and properly safeguarded work placements to their
existing armoury of welfare to work measures.

Background

1. It is more than 30 years since the UK achieved a national employment rate of above 75% of the
population of working age.

2. The Government’s long-term aspiration to raise the rate from just below 75% (as at present) to 80%
is thus highly ambitious and challenging. In meeting the challenge policy makers will not only have to help
overcome obstacles to obtaining employment faced by groups that currently have relatively low working
age employment rates but also do so at a time when greater numbers of people above retirement age, and
younger economic migrants, will be seeking entry to the UK labour market.

3. Human Resource (HR) professionals play a key role in recruiting people to organisations and
influencing attitudes to recruitment. Changing attitudes to recruitment and recruiting and retention
practices will be crucial to ensuring that all those who want to work have equality of access to available
vacancies.

4. The Chartered Institute of Personnel and Development (CIPD)—the UK’s professional body for all
those involved in the management and development of people at work with 130,000 HR practitioners in
membership—is improving the evidence base against which organisations can benchmark their practices
and policy makers can assess prospects for and progress toward meeting the 80% employment rate
aspiration.

5. This memorandum to the Select Committee principally contains our observations on barriers to work
suVered by groups such as lone parents, people aged 50! and the long-term sick and disabled who represent
the core targets for employment policy and welfare reform measures as outlined in the Welfare Reform Bill.

Employer Attitudes

6. Much of the current policy focus is on oVering advice and support to economically inactive jobless
people on how to improve their employability—where appropriate, as in the case of lone parents and some
long-term sick people, making this a condition of continued payment of welfare benefits—and encouraging
them to apply for vacancies, including the oVer of return to work payments and tax credits if pay rates on
oVer would otherwise be a disincentive.

7. This approach obviously makes sense. One in three economically inactive people have no
qualifications and they are generally less qualified even than those long-term jobless people who are actively
searching for work. They are likely to need help with skills and/or financial support to help “make work
pay”.

8. However, much depends also depends on the willingness of employers to recruit these people. And here
the evidence of CIPD research into employer attitudes is mixed.

9. The good news is that most employers are willing in principle to hire lone parents and older workers.
But the bad news is that employers are extremely reluctant to recruit people who have been receiving
Incapacity Benefit for a long-time, while, whether justified or not, many employers have practical concerns
about the potential of recruits drawn from the pool of economically inactive people, particularly when
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considered alongside migrant workers. For example, as the attached report shows, 43% of employers say
that migrant workers perform better than the rest of the workforce in contrast to the 7% of employers who
think the same of lone parents.

Possible Policy Options

10. What might be done to change employer attitudes? One way is to promote information and testimony
of the potential of groups such as lone parents, older people and the long-term sick, since it is evident from
CIPD surveys that employer concern is not always based on objective assessment.

11. However, overcoming misperception in this way might still not be enough to overcome employers’
suspicion of the potential of individual job applicants from these groups. Consequently, it may be necessary
to either oVer employers financial compensation for any perceived risk—in the form of a taxpayer funded
recruitment subsidy—or provide them with direct experience of an individual’s potential. According to
CIPD research, over half (55%) of employers say nothing would persuade them to recruit the core jobless.
But one in 10 employers think that appropriate public policy measures along the lines of the Government’s
New Deal Welfare to Work programmes would help. And a similar proportion thinks that more use might
be made of employment advisers or mentors.

12. Recruitment subsidies have a long pedigree as a means of raising the hiring rate of disadvantaged
groups, notably the long-term unemployed. But their value for money to the taxpayer is questionable given
that they are sometimes paid to employers who would have hired the subsidised worker anyway. Moreover,
the level of subsidy required to persuade a reluctant employer to recruit a very disadvantaged core jobless
person could be substantial.

13. By contrast, providing employers with direct experience of an individual’s potential would involve
“no strings, no wage cost” work placements on an employer’s premises, lasting for up to a month, again
financed by the taxpayer. This approach could be linked to the kind of mentoring which, according to CIPD
surveys, many employers support.

14. In all probability a mix of information, testimony, subsidy and properly safeguarded work
placements would work best. Ministers should seriously consider adding such measures to their existing
armoury of welfare to work measures.

October 2006

Memorandum submitted by DWP

Summary

— A lot of work has already been undertaken within the Department and across Government that
will help the UK to meet the long-term aim of an 80% employment rate. The establishment of the
New Deals and the formation of Jobcentre Plus have provided a good base and record of
achievement on which to build, but it is clear that there is more to do. Reaching 80% will be
essential in the long term, both to ensure employment opportunities for all and to continue to meet
the challenge of an ageing population.

— Over the last 10 years the employment rate has increased by around two percentage points.
Reaching 80% will require a further increase of between five and seven points, so it will only be
achievable in the long term.

— Current measures of the employment rate do not include those working over State Pension age,
and so the Government is minded to have a statistical consultation on using the OECD
employment/population ratio to measure progress. The Government would welcome the
Committee’s view on the merit of this approach.

— No one policy or single activity to help individual groups of people or geographical areas will be
suYcient on its own to achieve the employment aim. The Government’s strategy to achieve the
long-term 80% employment aim involves a wide range of diVerent policies and initiatives that will
continue to develop and improve.

— Within the overall package of products and services to help people move into work the Department
has focused on specific groups that face diYculties in moving into employment. This support
includes specific help for people with a disability or health condition; lone parents; older workers;
and people who are members of an ethnic minority. Achieving 80% will also require the
Government and its partners to concentrate eVorts on those areas and communities with the
highest levels of worklessness—in particular, the major cities. The Government is committed to
tackling worklessness in the most deprived wards of the country, through area focused provision
delivered at a local level.
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— The Department is also engaged in strategies to reduce barriers to employment such as lack of
skills, housing costs and employer attitudes towards employing people from the most
disadvantaged groups in society.

— The achievement of the employment aim will require co-ordination of policies across Government
and the Department will continue to build partnerships with the private and voluntary sectors to
improve the services on oVer.

1. Introduction/Overview

1.1 This memorandum is provided by the Department for Work and Pensions as a contribution to the
Work and Pensions Select Committee’s inquiry into how the Government will reach its long-term aim to
achieve an employment rate of 80%.

1.2 The Government believes that work is the best form of welfare. Helping more people to find work
and reducing the number of workless households is a key element in reducing child poverty. Evidence also
shows that being in work is generally good for your health and well-being.150

1.3 Since 1997 the Government’s key labour market objective has been to achieve high and stable levels
of employment so everyone can share in growing living standards and greater job opportunities. The aim
is to give everyone the opportunity to work and encourage those who are able to work to do so. This will
reduce the total number of people without a job and the problem of concentrations of those without a job—
whether amongst particular groups of people or in particular areas of the country.

1.4 The Government has put in place a national framework to promote sustainable growth in the
economy and jobs—a stable macro-economy; policies to promote competition, innovation and enterprise;
investment in higher levels of education and skills; active labour market policies to match people to jobs and
help disadvantaged groups move from welfare to work; policies to tackle discrimination; and policies to
make work pay. At a regional and local level, this is supported by specific policies to improve the operation
of local economies.

1.5 This approach has contributed to significant improvements in the labour market over recent years.
While no country is immune from economic cycles, or from the impact of world economic shocks, the UK
labour market continues to perform well compared to other major economies and to our own recent
economic history. But there is still more to do.

1.6 The latest figures show that employment in the UK is at a historic high and yet the Government has
set an aim of achieving an even higher rate. This is essential both to extend employment opportunities to
all, and to continue to meet the challenge of an ageing population. An 80% employment rate would not only
be higher than at any time in the UK’s history, but it would also mean out-performing every other country
in the world (bar Iceland).

1.7 The Memorandum sets out:

— the achievements made since 1997;

— the nature of the long-term aim and how it could be measured;

— the strategies for achieving this aim, focusing on lone parents, older workers and people from
ethnic minorities; and

— the delivery of the Department’s services to people looking for work.

2. Extending Employment Opportunity to Everyone

2.1 Over the last 10 years the UK has established one of the strongest labour markets in the world. There
are now more people in work than ever before and the UK has the best combination of employment and
unemployment of any major economy. The numbers of people dependant on out-of-work benefits are down
by around one million since 1997, and the number on incapacity benefits is now falling after decades of
strong growth.

2.2 In 1997, there were more than 1.3 million people on Jobseekers Allowance (JSA), nearly half of whom
(585,000) had been there for more than a year. The New Deal for Young People (NDYP) and New Deal
25 Plus were introduced to tackle this situation, particularly long-term unemployment. Long-term youth
unemployment has now been virtually eradicated and long-term adult unemployment has been cut by
almost three quarters—to just 150,000.

2.3 In 1997 there were also nearly one million lone parents on benefits and a lone parent employment rate
of just 45% and so, in 1998, the Government introduced the voluntary New Deal for Lone Parents.
Supporting lone parents into work is central to the Government’s aim to end child poverty by 2020. The
lone parent employment rate has now increased by more than 11 percentage points and the number of lone
parents on benefits has fallen by over 200,000 to 777,000.

150 September 2006, Is Work Good for your Health and Well-being? Gordon Waddell and Kim Burton.
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2.4 The creation of Jobcentre Plus in 2001 brought together the Employment Service and the non-
pension parts of the Benefits Agency to create a single point of delivery for benefits and welfare to work
support. The creation of Jobcentre Plus has enabled us to further extend welfare to work and the New Deal
approach to other groups of benefit claimants apart from just JSA claimants. For example, the support on
oVer to lone parents has been improved through mandatory work-focused interviews, specialist adviser
support and pilots including the Work Search Premium and In Work Credit.

2.5 The creation of the Ethnic Minority Employment Task Force in 2003 strengthened work across
Government to reduce the ethnic minority employment gap; a gap that had remained at around 17–18
percentage points for two decades. Between spring 2003 and winter 2006 the gap narrowed significantly by
1.9 percentage points, the equivalent of 68,000 more people from ethnic minorities in work, but we still have
to make substantial progress in this area in the future.

2.6 The creation of Jobcentre Plus also brought together benefits and employment support for people on
incapacity benefits—and so enabled the Department, in October 2003, to introduce Pathways to Work
pilots. The early evidence is very encouraging: 25,000 people have moved into work through Pathways and
there has been an increase of around eight percentage points in the proportion leaving benefits in the first
six months of their claim compared with national rates. Overall, the number of people claiming incapacity
benefits is now falling after decades of growth.

2.7 The ongoing results of the Department’s welfare to work programmes are published regularly on the
Department’s website.151 The Department’s website also provides the reports from a wide range of
evaluation exercises conducted as part of the ongoing improvement process.

2.8 The next stage is to further extend welfare reform to people who need more help and to support the
most disadvantaged in our communities back into the labour market. This is already underway: work-
focused interviews (WFIs) for lone parents were extended by the introduction of quarterly WFIs for lone
parents with a youngest child aged 14 or over and strengthened by the introduction of mandatory action
plans in October 2005; the rollout of Pathways to Work continues, it will be available to around 40% of
Incapacity Benefit (IB) claimants by December 2006 and will be extended across the country by April 2008;
and the JSA intervention regime has been strengthened to ensure that jobseekers do more to find work,
maintaining the record of progress on tackling unemployment. But there is still more to do.

3. The Long-term Aim of 80%

3.1 The Government has set itself the long-term aim of reaching an employment rate equivalent to 80%
of the population between 16 and State Pension age. No other country in the world has set such an aim.

3.2 Reaching this aim is essential both to extend employment opportunities to all, and to continue to meet
the challenge of an ageing society. The long-term aim was set at 80% as a result of two complementary,
bottom-up approaches:

— First, taking as a starting point that everyone should have the opportunity to work, but 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.

— Secondly, quantifying what this would mean as a stretching, achievable and relevant long-term
aim (both overall and for key disadvantaged groups).

3.3 So based on this work, in order to achieve 80% the Government aims to:

— increase the number of lone parents in work by 300,000 (to reach 70% lone parent employment
by 2010);

— reduce the level of people dependant on incapacity benefits by one million over the next decade;
and

— increase the number of older workers by a million.

3.4 Achieving these three aims and reaching 80% will have a significant impact on GDP, benefit
expenditure and child poverty. For example the Government estimates that around 200,000children will be
lifted out of poverty by reaching 70% lone parent employment, and reducing the number on incapacity
benefits by a million could take a further 100,000 out of poverty.

3.5 These three aims are separate, and do not overlap—so the million increase in older workers is
additional to the million reduction in the number on incapacity benefits. Achieving the three aims in the
medium term will ensure that the Government remains on course to reaching 80% in the longer term.
However they will not on their own achieve it, and even beyond 2020 the Government will need to continue
to make progress. The Government’s focus is also not limited in the shorter term to these three areas—in
order to reach 80% the employment opportunities for everyone will need to be improved, especially for
people with the biggest disadvantages in the labour market.

151 www.dwp.gov.uk/resourcecentre/research analysis stats.asp
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3.6 The UK already has one of the strongest labour markets in the world (see Annex A) and has among
the most successful welfare to work policies—it is already a world leader in welfare reform. Employment
has grown strongly in the last 10 years, and the employment rate has increased by around 2 percentage
points. Reaching 80% would require a further increase of between 5.4 and 7.6 percentage points, giving the
UK the highest employment rate of any country in the world bar Iceland. So it is clear that reaching 80%
will only be achieved in the long term.

3.7 The Government has not set an end-date for reaching 80%, but in its Five Year Strategy152 the
Department used 2050 as an illustrative figure. Based on the latest estimates from the Government Actuary’s
Department, this would require around 3.5 million more people in work than in 2005.

3.8 The Government will also need to consider how progress towards 80% is measured. On the current
definition (16 to State Pension age) the employment rate is 74.6%. This does not include women aged
between 60 and 64 but, by 2020, women in this age group will be included as the State Pension age is
equalised. The current employment rate for all people aged 16 to 64 is 72.4%. Neither of these two measures
includes those people who are aged over State Pension age and are in employment. This 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.

3.9 As one of its headline employment rate measures, the Organisation for Economic Co-operation and
Development uses what it calls the “employment/population ratio”, which is achieved by dividing the total
number of people in work by the 16–64 population. Technically this is a ratio and not a rate, but using this
measure (total in work over 16, divided by the 16–64 population) UK employment is currently equivalent to
74.0%. The Government is minded to use this as its principal measure for monitoring progress towards 80%.

3.10 The current employment rate measure (16–59–64, moving to 16–64 by 2020) will continue to be the
Government’s headline measure of employment. The employment/population ratio would be additional.
Under this measure, the aim would therefore be to increase employment by the equivalent of 6.0 percentage
points of the 16–64 population, rather than 5.4 percentage points of the current working age population.
The Government is minded to have a consultation on this approach in early 2007. The Government would
welcome the Committee’s view on the merit of this approach.

4. The Strategies for Achieving the Aim

4.1 A lot of work has already been undertaken within the Department and across Government that will
help the UK to meet the long-term aim of an 80% employment rate. The establishment of the New Deals
and the formation of Jobcentre Plus have provided a good base and record of achievement on which to build,
but it is clear that there is more to do. This section will concentrate on the Department’s strategies on:

— Health and employment;

— Lone parents;

— Older workers;

— People from ethnic minorities; and

— Area-based initiatives.

Health and Employment

4.2 Health has an impact upon an individual’s ability to enter, remain in and return to work. Evidence
shows that:

— being in work is generally good for your health and well-being;

— being out of work leads to poorer physical and mental health, higher GP consultation rates,
increased consumption of medication and higher hospital admission rates;

— returning to work leads to improved health and reduced psychological distress; and

— for those with chronic health conditions, returning to work generally leads to better health
outcomes.

4.3 If the Government is to achieve its long-term aim of an 80% employment rate, then addressing health-
related issues will be a key part of this. Employers will also need to be encouraged to be more flexible in
employing people with the skills they need but who have health conditions or disabilities.

4.4 The Government’s strategy is twofold. Support needs to be provided to those people who are already
claiming benefits or need to claim benefits in the future, helping them to manage their condition and return
to work. The Committee has recently completed an inquiry into Incapacity Benefits and Pathways to Work
and so this memorandum will not go over these strategies in any more detail.

152 February 2005, The Department for Work and Pensions Five Year Strategy: Opportunity and security throughout life, DWP
(Cm 6447).
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4.5 Meanwhile, there is also a need to reduce the numbers of people who develop health problems and
need to take sick leave or claim benefits in the future. To help achieve this the Department is working with
partners across Government and beyond to improve the general health and well-being of our working age
population; to create healthier workplaces; to reduce the likelihood of people becoming injured or sick at
work; and to encourage flexible working and the provision of good occupational health, rehabilitation and
return to work support, both in the public and private sectors. The Department is also working to engage,
educate and support healthcare professionals, giving them the training and support necessary to provide
informed advice to their patients on fitness for work and their options. In many cases work may be beneficial
to their patients’ recovery.

4.6 Anyone can have a health condition or disability and as such these strategies will also support eVorts
to help other specific groups—such as lone parents, older workers or people from ethnic minorities—to enter
into, remain in or return to work.

Lone Parents

4.7 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.

4.8 The Government is giving lone parents more choices and more help than ever before to move oV
welfare and into work and has introduced compulsory meetings for those claiming benefits to ensure that
they are aware of all the help available.

4.9 The measures to help lone parents move into work include the New Deal for Lone Parents, the
National Childcare Strategy, the National Minimum Wage and Tax Credits which are making work possible
and making sure that work pays. Recent data also suggests that of the 458,000 individuals who have been
helped into work through the New Deal for Lone Parents, nearly 280,000 entered sustained employment.

4.10 To build on the success to date the Government is piloting new initiatives such as the Work Search
Premium, In-Work Credit, In-Work Emergency Fund and New Deal Plus for Lone Parents to assess
whether additional support will help lone parents find and remain in work.

4.11 The Department has, and intends to introduce, measures not only to enhance what is available
nationally to lone parents but also pilots to evaluate the eVectiveness of new ones. These include:

— extending the Work Focused Interview (WFI) intervention regime by introducing WFIs at six-
monthly intervals for all claimants with a youngest child aged 13 or younger which will take eVect
from April 2007;

— extending the In-Work Credit pilot to include a further six districts in South-East England since
October 2005;

— extending the New Deal Plus for Lone Parents pilots153 until March 2008 and introducing two new
pilot areas in CardiV and Vale and Edinburgh, Lothian and Borders from October 2006; and

— piloting a new Work Related Activity Premium, an incentive for those with older children to
prepare for a return to work.

Older Workers

4.12 Increasing the number of older workers is key to meeting the overall 80% employment aim.
Strategies such as those relating to health, carers and skills will increase the number of older workers and
complement the more focused extending working life agenda.

4.13 The strategy for older workers has concentrated on both supporting unemployed older people back
into work, and supporting those already in employment in working for longer. The Department has
implemented a range of measures to help achieve this.

— Since New Deal 50 Plus was introduced in April 2000, it has supported over 150,000 job starts
amongst older people.

— Pension Credit has become an eligible benefit across a wide range of our back to work support.

— The 50! back to work Tax Credit provides extra financial support to the poorest households.

— From April 2005 the financial incentives for deferring receipt of the State Pension were increased.
In addition, for the first time there was an option for people who defer claiming their State Pension
to receive a lump sum instead of a weekly increase.

153 This package brings together existing pilots (including In-Work Credits & Work Search Premium) into a single package of
support. The package is a more progressive model of active engagement and persuasion for a much wider group of lone
parents on benefit, based on clearer guarantees of advice and support currently oVered.
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— Tax rule changes from April 2006 make it easier for older workers to combine work and pension
income. Where scheme rules allow, people can draw all or part of their occupational pension and
continue working for the sponsoring employer.

— By 2010 the earliest age from which a private or occupational pension can be taken will be raised
from age 50–55.

4.14 The Government’s Welfare Reform Green Paper154 announced a range of measures to further help
people aged over 50 to return to work. Support for older long-term unemployed people will be aligned with
that for younger age groups. This will include requiring people aged 50–59 to take-up the additional
jobseeking support available through New Deal 25 Plus. (This is currently voluntary for the over 50s.) Joint
claims provision will be extended to couples aged over 50. The Department is also looking to pilot requiring
unemployed people aged 50–59 to undertake the personal adviser support that is currently available through
New Deal 50 Plus but on a voluntary basis.

4.15 The Department is also working extensively with business lead organisations and employers to
tackle age discrimination in employment, and to implement age discrimination legislation eVective from
1 October 2006. The legislation will make compulsory retirement ages under 65 unlawful except where an
employer can objectively justify a lower age, and employees will have the right to request to work longer. 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.

4.16 In addition the Department aims to pilot the provision of face-to-face guidance for those individuals
aged over 50 and in work, who want more information about their choices for work and retirement.

4.17 The Government is also considering introducing greater flexibilities into the current arrangements
for enhanced deferral of the state pension, which were introduced last year. These arrangements will be
reviewed, and any new proposals will reflect the findings of this review.

People from Ethnic Minorities

4.18 Ethnic minorities have experienced persistently low employment rates for at least three decades.
While not all ethnic minority groups experience these low levels, the diVerence between the overall
employment rate and that for ethnic minorities is still 15 percentage points. In addition, the least well
performing ethnic groups have extremely low employment rates with Pakistanis and Bangladeshis having
rates of 44.2 and 40.2% respectively; for women in these groups employment rates are lower still.

4.19 The younger age structure of the ethnic minority population means that much of the future growth
in the working age population is likely to come from ethnic minority groups. To deliver an equitable
employment rate, a larger proportion of people taking up jobs in the future will need to come from ethnic
minorities.

4.20 We are piloting a Work Search Premium—a small payment to help with the costs of looking for
work to test whether additional incentives encourage participation in the labour market. The payment of
£20 a week, payable for up to 26 weeks, is available to partners with children of people in receipt of Working
Tax Credit. It is being piloted in six areas (Croydon, Newham, Redbridge, Tower Hamlets, Birmingham,
Bradford, Blackburn with Darwen, Leicester and Luton) with high unemployment and high volumes of
people neither working nor claiming benefits.

4.21 The Department will be working to ensure that new programmes such as the Deprived Areas’ Fund
and the City Strategy contain an objective to increase employment amongst ethnic minority communities,
particularly those who are not working and not claiming benefit and thus not in contact with mainstream
Jobcentre Plus services.

4.22 Partners’ Outreach is due to be implemented early in 2007. The service will be delivered by private,
voluntary and community sector providers and will be based in disadvantaged areas in the cities where
ethnic minorities predominantly live (London, Bradford, Leeds, Birmingham, Manchester and Leicester). It
will provide employment-focused help to non-working ethnic minority partners in low-income households.

4.23 The Ethnic Minority Employment Task Force was established in 2003 to take forward the
recommendations of the Strategy Unit report, Ethnic Minorities and the Labour Market.155 The Report set
out the first cross-Government strategy to raise the ethnic minority employment rate by tackling the main
barriers to employment through three strands of work: building employability, connecting people to work
and equal opportunities in the workplace.

4.24 The Task Force is chaired by the Department’s Minister for Employment and Welfare Reform and
includes key Ministers from other Government departments together with representatives from the
Commission for Racial Equality, the Confederation of British Industry (CBI), Trades Union Congress
(TUC) and more recently the Greater London Authority (GLA).

154 January 2006, A new deal for welfare: Empowering people to work, DWP (Cm 6730).
155 March 2003, Ethnic Minorities and the Labour Market—Final Report, The Strategy Unit.
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4.25 The Task Force is currently focused on:

— maximising the impact of existing employment programmes;

— working with the Department for Trade and Industry, CBI and others to encourage employer
engagement and enterprise;

— ensuring that the ethnic minority employment benefits of the Olympic Games are maximised; and

— monitoring the use of public procurement to increase ethnic minority employment and influence
employer behaviour.

Area-based initiatives

4.26 The key aim of the Government’s area strategy is to improve the employment rate across all areas
of the country, but with a particular focus on narrowing the gap between those areas with the lowest
employment rates and the overall national rate.

4.27 This strategy has specific objectives to:

— improve the employment rate in key wards;

— reduce benefit dependency in the most deprived areas;

— ensure that work is taken forward across Government to resolve wider infrastructure and other
local barriers to make work more accessible; and

— break up the spatial “pockets” of worklessness by implementing targeted area based initiatives
which tackle the “culture” of worklessness.

4.28 In April 2006 a revised Public Service Agreement (PSA) target was introduced to increase the
employment rate in the 903 Local Authority Wards with the poorest initial labour market position, taking
into account the economic cycle. This aims to significantly reduce the diVerence between the employment
rates in these deprived wards against the overall national level. This revised PSA target reflects the fact that
policies need to target these smaller concentrations of worklessness, and that resource needs to be more
eYciently targeted to those areas with greatest need.

4.29 Jobcentre Plus operational managers work locally and regionally with partners such as local
authorities, Regional Development Agencies and Local Strategic Partnerships to make sure that increasing
opportunities for employment is a central element of Local Area Agreements, Regional Economic Strategies
and other initiatives.

4.30 The development of the Deprived Areas’ Fund, targeting the most deprived wards in the country
will drive forward this work to re-engage those at most risk of labour market exclusion, ensuring the services
are flexible, focusing on local needs and building on experience and skills developed through other area
based initiatives such as Action Teams for Jobs, Working Neighbourhoods Pilot and Ethnic Minority
Outreach. The Department is reviewing how these additional resources can best be deployed to support area
based initiatives, including within the City Consortia Pathfinders.

4.31 The Department’s Cities Strategy aims to deliver a significant improvement in the working age
employment rate, particularly for disadvantaged groups (such as lone parents, older people and people from
ethnic minority groups) and to ensure that more people from these priority groups are helped to find, and
progress through, work.

4.32 The aim is to bring together the public, private and voluntary sectors into a consortium to improve
the way support for individual jobless people is co-ordinated and delivered on the ground. The consortium
will provide the focus for cross-agency activity to help jobless residents, particularly the most disadvantaged,
move into, and progress through work. Agencies and other partners will come together with the willingness
to use the resources at their disposal flexibly and in a way that reflects local needs.

4.33 The strategy aims to achieve a significant improvement in the employment outcomes by delegating
greater authority to local areas; engaging employers; aligning or locally pooling resources; integrating
service delivery; and increasing programme flexibility.

4.34 Fifteen City Strategy Pathfinders have been chosen. The Department will soon be confirming the
funding arrangements for the seedcorn money promised to successful bidders. The Department is working
closely with the pathfinders to develop a more detailed understanding of their requests, to assist them with
any further analysis, and to work up more detailed responses. The Cities Strategy Pathfinders are in:

— East and South East London.

— West London.

— Birmingham.

— Blackburn.

— Dundee.

— Edinburgh.

— Glasgow.
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— Heads of the Valleys.

— Leicester.

— Liverpool.

— Manchester.

— Nottingham.

— Rhyl.

— SheYeld.

— Tyne and Wear.

5. Tackling Barriers to Employment

5.1 The programmes and initiatives already discussed each aim to tackle barriers to employment faced
by the Department’s clients. This section deals with strategies for specific barriers:

— Skills—the Leitch Review.

— Reforms to Housing Benefit.

— Employer engagement.

Skills—the Leitch Review

5.2 The Government has commissioned Lord Leitch to conduct a review to identify the UK’s optimal
skills mix in 2020 to maximise economic growth, productivity and social justice, and to consider the policy
implications of achieving the level of change required. The review is expected to report later this year. The
review’s interim report pointed to the need to improve the basic and soft skills of those without
qualifications, many of whom are benefit claimants, and to the potential impact this might have in helping
people get or retain employment. The Department is keeping in close touch with the review team and will
consider how the review’s final recommendations might support the long-term 80% employment aim.

Reforms to Housing Benefit

5.3 There are currently 3.98 million family units in receipt of Housing Benefit (HB) in Great Britain, 62%
are working age families. HB spending on those of working age is currently £8.6 billion.

5.4 Overall only 15% of HB recipients are in work. Housing Benefit is in payment to a large number of
people who are out of work, particularly those people who face disadvantage in the labour market. Amongst
those out of work: 76% of lone parents receive HB; 37% of disabled people; 24% amongst ethnic minorities
and 21% of over 50s.156

5.5 Housing Benefit should act as a secure pillar supporting our labour market policies. The Local
Housing Allowance (LHA) will improve work readiness for those renting from a private landlord. The LHA
promotes personal responsibility, by making benefit payments to tenants rather than direct to landlords and
giving them responsibility for paying their rent. This, together with the promotion of financial inclusion by
encouraging claimants to receive their benefit into bank accounts, will help claimants when they take a job.

5.6 Forthcoming research on the awareness of HB in-work shows that many tenants do not know they
can get Housing Benefit if they take a job, that many have a poor understanding of the structure of the
benefit and that Jobcentre Plus staV have limited understanding of Housing Benefit. The Department is
exploring the policy implications of this research and other evidence.

5.7 Extended payments help to ease the transition to work by allowing Housing Benefit recipients to keep
their existing benefit for four weeks after they take a job. Measures in the Welfare Reform Bill will ensure
that customers who qualify for extended payments can have the move to work treated as a change of
circumstances within their existing claim.

5.8 Long processing times are often quoted by claimants as a barrier to work so reducing these could
mitigate the risks claimants associate with making an in-work Housing Benefit claim. Average new claims
processing is down from 62 days in 2000–01 to 36 days in 2005–06, a 42% reduction. For the worst 15% the
reduction is from 114 days to 54 days, a 53% reduction. The proportion of claims decided within 14 days
of all the information received is up from 60%–82%.

5.9 The Government has also introduced the Housing Benefit Rapid Reclaim. This is a streamlined
reclaiming process for all those who reclaim Income Support or income-based Jobseekers Allowance within
12 weeks of their previous entitlement ending. This process lessens the perceived risks associated with
movements into work, particularly shorter term work.

156 Family Resources Survey (2004–05) GB.
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Employer Engagement

5.10 The Department realises that increasing employment is not just about helping people to become
ready to take up work. Employers need to be ready and willing to employ the people who are looking for
work.

5.11 Engaging with employers enables the Department to market the skills of its clients and gauge the
needs of employers. The Department oVers a range of services to employers through Jobcentre Plus to make
it easier for them to fill their vacancies as well as marketing the benefits of employing benefit claimants
through a range of publications and campaigns.

5.12 Jobcentre Plus oVers employers advice that may include, for example, confidential and strategic
advice on equality issues relating to recruitment and selection processes. It may involve the assessment of
recruitment policies and procedures against current best practice, and the provision of advice and guidance
on recommended steps they may wish to take.

5.13 For those employers who are able to oVer significant numbers of opportunities to people in the
Department’s priority groups, Jobcentre Plus can oVer an account-managed targeted service aimed at both
a national and local level, providing them with a single point of contact. Employers receive a high level of
service, which can be tailored to their individual needs.

5.14 Diversity Business Partners provide advice and support to the Jobcentre Plus Field Network across
the UK in promoting diversity to employers at a local level, thereby securing additional opportunities for the
Department’s customers. Regional small and medium sized employer (SME) managers work with a range of
other bodies in contact with business to promote diversity in recruitment.

5.15 Jobcentre Plus has also developed a Service Level Agreement and ethical charter that commit
agencies to promoting diversity with their clients if they wish to enter into partnership arrangements and/
or load their vacancies onto its Job Warehouse system.

5.16 Jobcentre Plus produces a magazine to promote diversity in recruitment and its services to
employers—Engage. Engage is issued twice yearly and direct mailed to around 100,000 employers; it is also
available on the Jobcentre Plus Internet site.157 This magazine has contained articles on the impact of the
Disability Discrimination Act (DDA) on businesses and disabled jobseekers and an employer case study
“Making Diversity Work for You”. The third issue focused on diversity and the benefits of recruiting and
retaining a diverse workforce.

5.17 Alongside marketing the general benefits of a diverse workforce there have been specific campaigns
relating to certain groups of workers. For example, the Department has been running a series of (DDA)
awareness campaigns over the past 18 months targeting SMEs, reminding them of their responsibilities.

5.18 The Department is tackling age discrimination in employment through the Age Positive campaign.
Launched in 2000, it provides information and guidance to help employers realise the business benefits of
employing older workers as part of an age diverse workforce. Actively supported by Employer Champions
of all sizes and across a range of sectors, it promotes good practice on age and provides case studies. In
addition the Department has worked closely with leading business organisations to develop and promote
to all employers “Be Ready” national guidance. The campaign and guidance were first launched in May 2005
to give employers the information they need to adopt non-ageist employment policies in the run-up to age
legislation.

6. Delivering our Services

6.1 Jobcentre Plus provides the Department’s welfare to work services throughout Great Britain,
providing an integrated range of employment and benefit services. Personal advisors help people aged
between 16 and 65 to move closer to the labour market and compete for work. For those people who need
extra help, there is an extensive range of employment programmes delivered by the private and voluntary
sector or through local partnerships. Jobcentre Plus is also involving private and voluntary sector expertise
to provide some of its core services, including New Deals, Employment Zones and Pathways to Work.

6.2 Jobcentre Plus is driven by the twin priorities of developing new approaches to customer service and
improving eYciency. The Jobcentre Plus modernisation agenda is based on the use of alternative delivery
channels and a commitment to tailoring support according to the specific needs of customers.

6.3 Jobcentre Plus customers have become increasingly used to accessing modern, E and telephony-based
flexible services in others areas of their life such as in the banking and retail sectors. Jobcentre Plus is
therefore increasingly delivering its services via the E channel and telephone and focusing its face-to-face
services on key activities which help our most disadvantaged clients at critical points in their jobsearch
activity. Jobpoints and customer access phones have also been located in Jobcentres to allow customers to
search vacancies online or to telephone Jobseeker Direct. For customers who are unable to access our
services through the telephone or electronically, Jobcentre Plus can still oVer oYce interviews and home
visits.

157 www.jobcentreplus.gov.uk/JCP/Employers/Publications/engage/index.html
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6.4 An Employer Relationship Management system (ERM) has been designed to improve
communication and consistency. Introduced in September 2006, this will become the main employer
database, allowing staV to access up-to-date information on employers, including current, planned or past
activities that Jobcentre Plus has undertaken with them. ERM provides a single system for recording and
managing employer marketing campaigns, as well as providing a full employer account management
system. Additional employer data will also be incorporated within ERM to provide a comprehensive view
of the employer market, including organisational structures.

Involvement of the Private and Voluntary Sectors

6.5 The private and voluntary sectors (PVS) have long been involved in the delivery of welfare to work
services, and their contribution has continued and expanded both with the start of the New Deal
Programmes in 1998 and the formation of Jobcentre Plus.

6.6 The involvement of the PVS has been with the aim of maximising the eVectiveness of the
Department’s services. An eVective partnership between the public and the PVS is the foundation of a long-
standing approach and it is sensible and appropriate that Jobcentre Plus continues to use the expertise of
providers outside the Department.

6.7 Engaging with the PVS enables the Department to experiment in service delivery, encourage
innovation and to learn lessons to help with the development of benchmarks for performance across
client groups.

6.8 Employment Zones have shown that that the Department can work successfully with the PVS to
deliver support to disadvantaged clients. The Employment Zone approach has already been extended to
provide help to lone parents and the Department is still learning from their approach with this new client
group.

6.9 Building on experience gained from Employment Zones, the Department aims to make provision
more flexible in the future to meet individual needs. The Department is currently looking at the overall shape
of its provision in the light of welfare reform proposals and the Spending Review 2007 settlement.

6.10 As announced in the Government’s Welfare Reform Green Paper Pathways to Work will be
extended across the country and will be primarily provider-led. This will mean that after the first work
focussed interview, further work focused interviews and provision will be delivered through contractors.
Contracts will be outcome-focused and designed to allow providers to be flexible and innovative in their
approach as well as drawing on the wealth of experience that these sectors have.

6.11 Contracts with providers in the 12 areas where New Deal is currently delivered by the private sector
are coming to an end so it is sensible that options for future provision in those locations are identified.
Ministers will consider the options and decide on the best way forward.

6.12 Much of the evidence highlights the strength of PVS provision in exploiting the potential for
delivering flexible approaches to helping people back to work with delivery and results being highly
responsive to the incentives built into contracts. The Department’s ongoing programme of research and
analysis will continue to extend understanding of the relative performance of private, voluntary and public
sector provision. This will include developing the evidence base across the full range of client groups and
deepening understanding of the relative cost eVectiveness of provision.

6.13 Jobcentre Plus is in the early stages of developing a “star rating” system for comparing performance
of its third party providers across all its employment programmes. A prototype is planned for April 2007.
Ultimately, the star rating system will:

— Standardise collection of data and ensure completeness and consistency leading to better and more
consistent management of individual contracts (and strategic provider relationships).

— Provide objective measures that can be used to embed continuous improvement and motivate
providers to improve their performance year on year, and linked to this.

— Provide objective measures to inform and support decision making about contract award,
extension and termination.

6.14 The Government’s top priority is getting the best possible service and outcomes for clients. A mixed
economy of public and private and voluntary sector provision is clearly appropriate with each playing to
its strengths. Where the boundary should lie is something the Department is learning over time through its
programme of continuing exploration and evaluation.

October 2006
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Annex 1

INTERNATIONAL COMPARISONS—2005

UK has the Highest Employment Rate in the G7

1 UK 72.6%
2 Canada 72.5%
3 US 71.5%
4 Japan 69.3%
5 Germany 65.5%
6 France 62.3%
7 Italy 57.5%

Figures refer to 2005 and are for those aged 16–64 in UK and US and those aged 15–64 in the rest.
Source: OECD 2006. Latest national UK employment rate is 74.6% (May–July 2006).

UK has the Fourth Highest Employment Rate in the EU25

1 Denmark 75.90%
2 Netherlands 73.20%
3 Sweden 72.50%
4 UK 71.70%
5 Austria 68.60%
6 Cyprus 68.50%
7 Finland 68.40%
8 Ireland 67.60%
9 Portugal 67.50%
10 Slovenia 66.00%
11 Germany 65.40%
12 Czech Republic 64.80%
13 Estonia 64.40%
14 Luxembourg 63.60%
15 Spain 63.30%
16 Latvia 63.30%
17 France 63.10%
18 Lithuania 62.60%
19 Belgium 61.10%
20 Greece 60.10%
21 Slovakia 57.70%
22 Italy 57.60%
23 Hungary 56.90%
24 Malta 53.90%
25 Poland 52.80%

Note: figures refer to 2005 and are for all those aged 15–64. Source: Eurostat.

UK Employment Rate Exceeds both the OECD and EU25 Averages

1. UK 72.6%
2. OECD158 65.5%
3. EU25 63.8%

158 Averages for 2005 include estimates for the Netherlands and Sweden.
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Annex 2

HISTORICAL UK EMPLOYMENT RATES

Working Age Rates:16 to 59/64
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Key Point Summary

1. CPAG is supportive of moves to help more people into work—if this is what people want and if this
results in improvements in their and their families’ quality of life. Policy which over focuses on paid work
may conflict with enabling parents to have suYcient time to parent.

2. Employment needs to be made to pay more for low paid workers. The UK already has a high
employment rate hand in hand with a high child poverty rate and a high level of in-work poverty—a higher
employment rate does not necessarily mean a low poverty rate.

3. Underlying an aspiration to increasing the employment rate is that decent jobs are available. The
existence of jobs in the economy do not prove jobs are open equally to all. Barriers to work, including costs
associated with work, the quality of jobs, spatial concentrations of employment and non-employment, skill
demands and discrimination mean that not all have equal access to jobs, and certainly not all have equal
access to good quality jobs.

4. CPAG would like to see much greater focus on sustaining people in work. Policy has moved
significantly in this direction around supporting people in work through mechanisms like the lone parent
in-work credit, but needs to go further in improving the quality of employment (including pay, sustainability
and progression). An 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.

5. The welfare reform legislation currently before Parliament implies a significantly increased role for the
private and voluntary sectors (PVS) in delivering employment related services and provides powers for PVS
providers to make decisions and to sanction clients. CPAG does not agree that it is appropriate for PVS
contractors to be involved in decision making.159 This is not essential for the extension of services. Our
concern is founded on the impacts this may have on claimants:

— DiVerences in competence, training and approaches taken to decision making by myriad PVS
contractors is likely to lead to a post code lottery in standards. Additionally though the paper
ability to appeal beyond the decision maker will remain (where legislative provision exists),
involving many diVerent agencies with varying approaches to decision making and standards of
maintaining audit trails risks making decisions harder to appeal.

— Including decision making powers within contracts to provide the Pathways extensions threatens
the advocacy role of the sector by presenting a conflict of interest if organisations are both advising
individuals and acting as decision makers and even potentially applying benefits sanctions.

6. More is being expected of Jobcentre Plus (JCP) from many fronts—a new form of service delivery and
welfare reform. Moving towards an 80% employment rate means JCP engaging with groups such as second
adults within couples of which it has little experience. At the same time experience shows JCP is failing to
deliver its current service adequately, without good quality service delivery CPAG does not believe an 80%
target will be reached.

159 Including any decision related to or influencing a claim or a benefits sanction.
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Introduction and Context

7. Government policy to tackle child and family poverty hinges closely on increasing the employment
rate of parents. CPAG is supportive of the Government anti-poverty drive and of much of what has been
done around increasing the employment rate—this has had a substantial impact in reduced poverty.
However at the same time as Government seeks at 80% employment rate, the UK has high rates of both
employment and poverty. Employment may be the best route out of poverty but the route is precarious. In
work poverty is far too common and employment cannot provide for the substantial minority of parents
who simply cannot work either because of their own poor health or the caring needs of their children.

8. Half of child poverty currently occurs in households with some work, if moves to increase the
employment rate simply increase the numbers working in poorly paid work with bad conditions then the
chance to use an enlarged labour market to increase social justice as well as to serve macro-economic drivers
will be lost. CPAG believes the way to meet the economic need whilst harnessing this for social good is to
shift towards a model which invests much more in individuals as a precursor to employment and to support
skill development in work.

9. The UK already has a high employment rate: in 2004 this was fourth highest out of the 25 countries of
the European Union, highest of the larger countries and significantly higher than the average.160 The current
working age employment rate is 74.6% for the three months to July 2006,161 the Department for Work and
Pensions’ five year162 plan equates an 80% employment rate with an additional 2.5 million adults in work,163

but this will be of a diVerent (and larger) future potential labour pool than exists now because of the
equalisation of the retirement age for men and women (to reach it now would need about another 2.1 million
adults in work.)164

10. This note summarises key issues of both principle and practical importance around the links between
employment policies and poverty reduction. Since CPAG’s experience is that delivery is both a major issue
and one we expect to grow in importance we also attach the findings of a small scale survey recently
undertaken into the eVectiveness of Jobcentre Plus. Given that Jobcentre Plus is the agency largely charged
with facilitating employment policy its performance is critical—our central conclusion from this survey and
from surrounding analysis is that to demand increased activity to prepare people for employment whilst
conducting the Gershon cuts in staV and a 5% real terms reduction in the Department for Work and
Pensions’ expenditure budget over the next Comprehensive Spending Review period (announced in the 2006
budget) is to risk compromising the success of policy. There are powerful social justice arguments to opening
the labour market to those often denied access to it and substantial spend to save arguments alongside these
which suggest current cuts are short sighted and should be revisited in the Comprehensive Spending Review.

11. CPAG is supportive of policy which seeks to allow more decent job opportunities to those willing and
able to work. To achieve this much eVort (both welcome and sometimes not) is going on within the
Department for Work and Pensions and elsewhere within both national and local Government, including
the new deals, moves to reform incapacity benefit and the developing city strategies. CPAG does not believe
however that work should be at any price. A simple percentage employment rate gives little feel for the
quality of jobs, yet this quality is crucial for anti-poverty policy just as it is for economic competitiveness.
Alongside a concern to increase the number of people in employment, policy should invest more in people,
through education and skills training, and should expect employers to address the discrimination which bars
access to the labour market for many and the injustice which provides unacceptable working conditions for
many others.

12. CPAG does have concerns around the way in which the voluntary sector is being looked to in order
to deliver new employment related services. Though good at developing and demonstrating innovative ways
of delivering services, CPAG does not believe the voluntary sector exists to deliver state services—we urge
extreme caution in the drawing up of contracts between the Department for Work and Pensions and the
voluntary sector to ensure that moves neither subvert the independence and advocacy role nor risk the
sustainability of the sector. We also urge great care and caution in drawing up contracts with the private
sector CPAG is concerned about performance management and targets which we fear could create perverse
incentives if their drive to maximise profit leads providers to act in ways (such as encouraging people into
unsustainable employment) contrary to the best interests of claimants.

13. CPAG is mindful that we have attained a stage where more and more hours of work are expected of
those parents in employment, and that though this can improve family incomes, it can also have a significant
and detrimental eVect on family life—parents need time to parent and long hours may deny children this
time with their parents, time may be especially precious in lone parent households if there is only one parent
regularly looking after children. Modelling work for the Rowntree Foundation has estimated that, for

160 Out of the EU 25, the UK placed forth highest in 2004 in the Department for Work and Pensions, “Opportunity for All”,
Seventh Annual Report 2005, see p 121.

161 National Statistics, Labour market statistics September 2006, First release 13 September 2006.
162 Department for Work and Pensions, Department for Work and Pensions “Five year Strategy Opportunity and security

throughout life”, 2005. See para 19.
163 Department for Work and Pensions, para 19 Department for Work and Pensions “Five year strategy opportunity and

security throughout life”, 2005. Cm 6447. The Stationary OYce.
164 Own analysis of National Statistics, Labour market statistics September 2006, First release 13 September 2006.
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2005–06 a couple with two children working for the minimum wage and in receipt of relevant benefits and
tax credits, would have to work a combined number of 58 hours (10 hours more than the working time
directive if only on parent is working) to reach the poverty threshold before housing costs were accounted
for and 74 hours after housing costs.165 The same research suggests that for a lone parent with one child the
position is much better (as a result of the weighting of the tax credit system to “help make work pay”), having
an income above the poverty line (both before and after housing costs) at 16 hours of work but a larger
family for either the lone parent or for the couple would mean more hours would be needed to reach the
poverty threshold. CPAG believes that returns from work should ensure that parents do not need to work
such long hours to escape poverty that they have little time or energy to devote to their children.

14. The document Measuring Child Poverty,166 published in 2003, signalled a shift away from measuring
child poverty on the basis of both before and after housing costs towards relying on before housing cost data
alone. The stated justification for this move has been to bring the UK into line with European comparators.
Though there are several reasons for why this may be a retrograde step this also distances our measure of
poverty from the mechanisms for achieving is reduction. Since housing benefit is a key component of the
poverty trap (withdrawn as it is at 65p in the pound—lowering gains from work and worsening work
incentives) failing to take account of housing costs in poverty measurement gets us to the absurd position
of a family with high housing costs and housing benefit to meet these potentially being measured as “free” of
poverty despite having a low disposable income and extremely poor possible gains from work: BHC poverty
measurement may therefore orientate policy away from concerns over work incentives—we urge the
Committee to recommend a continued reference to AHC poverty rates alongside the new measure of
child poverty.

Employment and Anti-Poverty Policy

15. Paid work is a vital route out of poverty. Indeed since the safety net pays often substantially less than
the poverty line (see Table 2) it is very nearly the only route out of poverty. The risks associated with being
out of work are very great, those associated with being in full time work much lower: the risk for lone parents
is 5.5 times greater, for couples 36 times greater. Further statistics from the Households Below Average
Incomes167 series demonstrate the point more fully:

Table 1

RISK OF CHILD POVERTY BY PARENTS’ EMPLOYMENT STATUS168

Risk of Risk compared to
poverty when all available

adults are in full time
work

Lone parents In full time work 13% —
In part time work 27% 2.1 times the risk
Not in work 72% 5.5 times the risk

Couples All in full time work 2% —
One in full time, one part time work 6% 3 times the risk
One in full time work, one not working 21% 10.5 times the risk
One or more in part time work 49% 24.5 times the risk
Not in work 72% 36 times the risk

16. Parental worklessness and child poverty are closely linked and, though the number of children in
workless households has shown a marked decline in recent years, the UK has the highest proportion of
children living in households without work (much attributable to a relatively high proportion of lone parents
in the UK, and a low employment rate amongst this group) in the European Union by some way.169

17. Despite the lower child poverty risk in working households more adults are in work than not and so
there are more poor children actually in a household where one or more parent is in employment—54% of
poor children in 2004–05.170 The reason for the extent of in-work poverty is the combination of low wages

165 Evans, M and Scarbourgh, J, “Can current policy end child poverty by 2020”, Joseph Rowntree Foundation, 2006.
166 Department for Work and Pensions, Measuring Child Poverty, Department for Work and Pensions, 2003.
167 For consistency here after housing cost data is used, the definition of child poverty being the whether or not a child lives in

a household which has income below 60% of the median after housing costs and having adjusted for household need.
168 own analysis using National Statistics, Households Below Average Incomes series 1994–95—2004–05, Department for Work

and Pension, 2006. The definition of poverty is living in households with incomes below 60% of the median income, after
housing costs.

169 See Palmer, Carr, J and Kenway, P, Monitoring poverty and Social exclusion 2005, New Policy Institute and Joseph
Rowntree Foundation, 2006, p.41.

170 See National Statistics, Households Below Average Incomes series 1994–95—2004–05, Department for Work and Pension,
2006. Using BHC figures this proportion rises slightly to 56% of a smaller group counted as poor.
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and insuYcient hours worked to take the household over the poverty line. However though the lowest risks
of child poverty are associated with having both parents working and preferably full time even if this were
desirable (given the impact this has on time to parent) it is simply impracticable for most families. Indeed
around a quarter of poor children have a disabled parent and around two fifths have a lone parent—if work
is to lift children out of poverty for these groups it cannot be on an assumption of full time hours either the
sole parent or for both parents in a couple.171

18. In April 2007 the new gender equality duty will come into force, shifting the balance of responsibility
to require public authorities to promote gender equality. This is a significant opportunity to help reduce the
pay gap which would ensure that a rising employment rate also helps to reduce child poverty. That the
continued gender pay gap is a child poverty issue was noted in the recent Joseph Rowntree Foundation
report, Ending Child Poverty—Firing on all cylinders,172 not only are mothers earnings critical to families but
for most lone parents families—overwhelmingly headed by women—they will be the only source of earned
income. One key strategy to ensure that a rising employment rate benefits children eVectively is one which
narrows the pay gap by addressing discrimination, concentrations of low pay in feminised sectors of the
labour market and the relatively low paid nature of part time work which is predominantly carried out
by women.

19. Alongside addressing the gender pay gaps there are also overlapping pay gaps associated with
ethnicity173 and disability.174 Partly driven by low pay, children from some minority ethnic groups face a
particularly high risk of child poverty (especially children of Pakistani/Bangladeshi, Chinese and Black or
Black British ethnicity) and the children of disabled parents are at a high risk of poverty, so increasing pay
levels for these groups would also help to reduce child poverty.175

20. Work should not be pursued at any price and the best manner of pursuing it is a twin track strategy
which places greater emphasis (and resources) in improving employability and skill level and at the same
time which seeks to improve gains from work so that moves to increase the employment rate do not simply
increase existing levels of in-work poverty.

Delivering an 80% Employment Rate

21. To inform the inquiry we attach analysis of a small in-depth survey of independent advice
organisations (see Annex) which sought to investigate the quality of service of Jobcentre Plus following
recent structural changes in the way it delivers its service. CPAG developed the survey to monitor the
performance of JCP after we had picked up significant concerns from advice workers following the change
programme. Early findings provided the basis of previous evidence sent to the Committee’s inquiry on the
EYciency Savings programme. Though our survey evidence does—in places—show some good practice and
some evidence of service improvement over time most of the evidence quoted to us by advice workers was
of diYculties dealing with JCP and CPAG remains of the view that JCP has a long way to go to adequately
meet the needs of claimants.

22. The quality of service received by claimants from JCP is crucial to enabling people to take up
employment: a poorly functioning JCP will undermine the 80% aspiration whilst a well functioning service
would not only support the aim but support those currently experiencing poverty who could be lifted from
this by decently paid work. Since policy to increase the employment rate is now increasingly focused on those
who face very particular barriers to gaining and sustaining employment the need for adequate support is all
the greater—we see scant evidence in practice for this quality of service having been delivered.

23. JCP is now heavily reliant on the call centre model for primary contact and for much of its claiming
process, this may be economical and suit a large part of its client group but it does not cater eVectively for
those who for whom English is not their first language, those with disabilities or health problems (both
physical and mental) and those with learning diYculties. For JCP to deliver eVectively for all of its clients
CPAG believes that multiple channels—telephone, Internet and face-to-face contact—are needed to access
its services with clients able to choose what best suits their needs.

24. The survey demonstrates gaps in JCP staV understanding of the changes to JCP’s way of working,
including on occasion which contact and processing oYces are responsible for clients in their area. The
survey also demonstrated that information about the changes is not always made available to the
independent advice sector, undermining the sectors ability to advise clients. The failure to properly engage
independent advisors (for instance with advisors reporting diYculties obtaining direct-line numbers to JCP)

171 See National Statistics, Households Below Average Incomes series 1994–05—2004–05, Department for Work and Pension,
2006, table 4.4.

172 See Hirsch, D, Ending Child Poverty Firing on all cylinders, Joseph Rowntree Foundation, 2006.
173 See Craig, G, “Poverty among black and minority ethnic children”, Chapter 5 in Preston, G, At Greatest Risk, Child Poverty

Action Group, 2005; Equal Opportunities Commission, Moving on up? Bangladeshi, Pakistani and Black Caribbean Women
and Work, 2006.

174 See Palmer, G, “Disabled people, poverty and the labour market”, in Preston, G (ed), A Route out of poverty? Disabled
people, work and welfare reform, Child Poverty Action Group, 2006 for discussion about the link between disability and pay.

175 See National Statistics, Households Below Average Incomes series 1994–95—2004–05, Department for Work and Pension,
2006, table 4.7. As well as facing a high risk of child poverty, children from these groups make up a high proportion of the
poor child population—one quarter of poor children have a disabled parent and one fifth are of non-white ethnicity.
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contradicts the policy imperative to engage the third sector in delivery. We suggest the Committee should
investigate the extent to which JCP could establish clearer and more eVective relationships between local
oYces, contact centres and independent advisors.

25. The survey also demonstrates poor communication within JCP (both electronic, telephone and
paper) between contact centres and processing centres with documents delayed or lost. Advisors also gave
examples which demonstrate the limitations of a script based system the contact centres work on—these
scripts appear inadequate to deal with complex cases, we recommend better guidance and training for staV
and IT system improvements to help staV cope when the script questions fail to match the clients
circumstances.

26. To reach an 80% employment target needs well functioning labour market programmes such as
Pathways to Work and the New Deals. Such pro-work activity is underpinned by the role of Jobcentre Plus,
yet CPAG’s survey shows how far JCP is from delivering the necessary quality of service now, at the same
time as Government is both cutting resources and potentially increasing work. We do not deny the
Government its responsibility to look for eYciency savings but to do so whilst pursuing an ambitious
platform of employment polices and welfare reform seems likely to undermine attempts to reach the 80%
target. We urge the Committee to argue for adequate investment in the processes and people which deliver
JCP’s activity to help it provide the support required to move towards the 80% aspiration.

Addressing Barriers to Work

27. Much of the substance of the Committee’s inquiry seems to look into barriers which prevent people
from working. This thrust is important, lone parents and disabled adults (groups which in any case overlap)
are both groups Government has argued which may include many people who want to work and yet are
quite likely not to be in employment.176 Since barriers to work are likely to both restrict the chances of
someone entering employment and reduce the chances of their staying employed, job sustainability needs
to be as significant a part of the strategy as simply getting individuals into work. To meet this demand for
employment requires addressing the barriers to work.

28. We summarise barriers to work as around the quality and availability of paid work, the additional
costs associated with working, skills and education levels and discrimination from employers. CPAG
recommends that the inquiry uses its report to examine the extent to which policy is currently succeeding in
overcoming barriers to work and what else is needed to meet the needs of those specific groups, lone parents
and disabled adults, recently targeted by policy. The previous section described the current state of Jobcentre
Plus in supporting claimants and in delivering support into work, showing the quality of service to
frequently inadequate.

29. The financial returns from paid work. The first barrier to work we note is the often inadequate wages
received for employment. Tax credits have helped significantly though they may have reduced the
unemployment trap (where individuals gain little or lose out by going into work) at the expense of worsened
gains to work for increasing hours of work. If an additional hour’s work provides little additional income,
either because the pay is low or because it is undermined by lost benefits and tax credits, alongside both the
costs of work and less time spent with children the incentive to work longer hours will be low. We remain
concerned that the extent of means testing required to support incomes leads to a position where gains from
work are often lost by lost benefits or tax credits. There is no easy solution to this given the history and extent
of means testing (important for targeting resources towards the poorest families), however CPAG has been
arguing for the rebalancing of financial support towards additional investment in child benefit177 as a way
of further reducing child poverty whilst not aVecting work incentives, we urge the Committee to support
this strategy.

30. The costs of working. Employment may generate income but it also brings with it costs perhaps most
acutely around the entrance to work. Here we direct the Committee’s attention to the reduction of the
amount the Advisers Discretion Fund can pay out to help individuals with some of the early costs of work
(subject of the previous inquiry into the eYciency savings).178 Though not alone, Childcare stands out as
key financial barrier. The increases in the proportion of child care costs which might be borne by the working
tax credit from 70–80% in April 2006 was welcome but there are still restrictions on how the child care tax
credit can be used which constrain take up (374,300 out of 6,000,000 tax credit receipts—around 6.2%).179

Since the amounts are capped for two children, this oVers relatively less help for larger families—a group
recently targeted by anti-poverty policy180 and one which has a lower than average employment rate.181

CPAG also has concerns over where the benefits of child care support are felt—both spatial, poorer areas

176 Department for Work and Pensions, para 19 Department for Work and Pensions “Five year strategy opportunity and
security throughout life”, 2005. Cm 6447. The Stationary OYce.

177 See www.makechildbenefitcount.org
178 Work and Pensions Select Committee, The eYciency savings in Jobcentre Plus, Second report, June 2006 HC1187.
179 Analysis of HMRC, Child and Working Tax credit statistics April 2006, 2006. Analysis has excluded the Income Support

out of work cases, if they were including the proportion in receipt of child care support would be smaller still, even so the
numbers getting support now are higher than under previous schemes.

180 See HM Treasury, Child Poverty Review, 2004.
181 See Iacovou, M and Berthoud, R, “The Economic Position of Large Families”, Department for Work and Pensions, 2006.
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being less likely to benefit because there is less formal child care provided, and socio-economic, because gains
seem to fall in the middle of the income distribution.182 Alongside financial costs of childcare there are also
quality issues which may prevent parents from wishing to place their children in childcare alongside the wish
to spend time with their children themselves instead of placing them in childcare. CPAG accepts there is also
significant and increased supply side investment going to provision of care including through the childrens’
centres but we would urge the Committee to consider opportunities for boosting both supply and demand
side investment for childcare to generate good quality sustainable childcare services.

31. The availability of decent jobs. For both parents and their children balancing employment and caring
is crucial. It is not in the best interests of children if the drive to an 80% target employment rate results in
parents having insuYcient time to parent, and this would undermine parents’ ability and willingness to seek
employment. Alongside adequate remuneration from employment parents need to have suYcient time to
spend with their children, policies around work should support suYcient flexibility around when work is
done (such as school hours and term time working only). An 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.

32. Costs to employers. Many of those who will need to move into work to achieve an 80% employment
target may bring additional costs—alongside breadth of experience and diversity—to employers. CPAG
believes that employers have a responsibility to oVer decent employment opportunities to those able to take
them, but there is clearly a role for schemes such as the Access to Work scheme in helping employers oVer
job opportunities to those who may bring with them higher employment costs. We urge the Committee to
explore ways—both through legislation or regulation and through supporting some costs of employment to
ensure that decent job opportunities are made available to those currently excluded from the labour market.

33. Alongside the need to buy-in employers with support and engagement, CPAG recognises widespread
evidence of employer discrimination (in both private and public sectors) against groups disadvantaged in
the labour market. CPAG’s recent report A Route Out of Poverty? Disabled people. Work and welfare reform
highlighted the experience and the discrimination faced by disabled parents who wanted to work but faced
practical barriers alongside a failure to recognise their support needs (such as flexible working) in work—
alongside the support, Government needs the teeth to ensure that employers play their role in making jobs
available to those too often excluded from the labour market.183

34. The quality of the administration of benefits and tax credits is an important underpinning of the
ability of adults to enter work and—including aspects such as benefit run on’s and eVective use of
the advisers discretion fund, conversely, badly administered benefits or tax credits can both undermine the
ability to go into work (if this reduces the stability of income—as some of the well documented problems
of tax credits have done) and the psychological willingness to do so. As part of the inquiry we suggest the
Committee might also investigate the impact of the 16 hour rule dividing entitlement to benefits and tax
credits and whether there are other ways of improving in work income and easing the taking up of paid work.
Related to this is the importance of the stability of child maintenance in supporting lone parents to take up
and sustain employment. Research suggests a link between receipt of child maintenance and the entrance
to employment.184 As part of its deliberations we urge the Committee to engage with discussions around the
forthcoming White Paper on child support as to the extent to which improved stability and an increased level
of maintenance could help reach the 70% employment rate target for lone parents and support the wider 80%
aspiration.185

35. Skills and education. Of all of those groups highlighted for activity to increase their employment rate
(those aged over 50, the lowest qualified,186 minority ethnic adults, lone parents and those with a
disability)187 the lowest qualified is the only group whose chances of being employed are falling (in 1997 this
group had an employment rate 20.9% less than the average, by 2005 this gap had increased to 25.1%). The
simple explanation for this pattern is that there are fewer lower skill jobs in the economy following economic
change fuelled by globalisation. Some low skill jobs must by definition remain in the UK since jobs in the
service sector are hard to export and here Government has a role in ensuring employers pay suYciently well
to protect families from poverty.

36. Since the number of low skill jobs is falling there is a need to improve skill level to open up greater
employment access for the (currently) lowest skilled. The first element to this is that educational policies
deliver better and more equal educational attainment. Policies to improve staying on rates at school such
as the educational maintenance allowance are welcome but the poorest children remain least likely to do
well in school, to stay on post 16 and to pursue further study post 18 (by way of example in England in 2005
58.9% of children without free school meal entitlement got five plus GCSEs at A-C, a small enough

182 See Chapter 9 Institute for Fiscal Studies, “The IFS Green Budget 2005”, 2005. Presumably this partly occurs because these
groups are in work.

183 Preston, G (ed), A Route out of poverty? Disabled people, work and welfare reform, Child Poverty Action Group, 2006.
184 Ford, R, Marsh, A and Finlayson, L, What happens to lone parents, Department of Social Security, Research Report 77,

The Stationary OYce. p 65.
185 See CPAG’s policy briefing response to the Henshaw review available at http://www.cpag.org.uk/info/
186 defined as the 15% of working age population with the fewest qualifications.
187 Department for Work and Pensions, Opportunity for All, 2005, p 185, indicator 19.
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percentage but double that of those entitled to free school meals).188 We urge the Committee to investigate
what more could be done to get things right in education first time and alongside this to look into the
eVectiveness of provision of adult skills through the various bodies and funding streams which seek to
provide these. We note the Leitch review on adult skills is due to report shortly and hope this will direct
greater attention to the link between improving adult skills, increasing employment and tackling poverty.
CPAG suggests the Committee investigates the role that improved access to skill development can play in
both providing an eVective route into employment, and to progression within work. It would also be worth
exploring the interface between labour market programmes within the Department for Work and Pensions,
with the work of the Department for Education and Skills and the Learning and Skills Council around skill
development. Given the importance of developing adult skills we also suggest attention is paid the role of
employers and trade unions in facilitating life long learning.

What About the Other 20%?

37. Even if an employment rate of 80% is attained, this infers that one in five adults of working age will
remain outside the labour market and since many of these adults (perhaps as disabled adults or lone parents)
are likely to live in households without any other adult being in work the target implies that many adults
and children will remain in households where no adult is in work. Alongside consideration of the
employment rate therefore we ought to have a more detailed examination of the adequacy of the safety net.
Currently three quarters of children in households in which no adult works are poor,189 and the reason for
this is that the safety net pays well below the poverty line. Not only is this unjust it is counter productive—
low income makes people stressed and ill pushing them further from the labour market not closer to it.
Alongside its discussion of what is needed to meet the 80% aspiration we suggest the Committee consider
the position of the other 20%.

38. Table 2 compares the after housing cost income the safety net provides with the comparable poverty
line figure:

Table 2

THE AFTER HOUSING COST POVERTY LINE, SAFETY NET AND GAP AND POVERTY
GAP, ESTIMATE AT APRIL 2006 (£ PER WEEK)

Estimated Safety Cash gap per
poverty line190 net191 week

Couple, aged 25 years (no children) 203 90 "113
Single adult aged 25 years (no children) 112 57 "54
Couple both aged 30, 2 children 5 and 11 299 198 "101
Lone parent aged 25, 2 children 5 and 11 207 165 "42
Couple (30), four children 8, 11, 13, 16 437 289 "148
Lone parent (30), four children 8, 11, 13, 16 345 256 "89

39. An inadequate safety net condemns children to poverty and there is a deep injustice in a Government
committed to tackling child poverty and making significant progress to achieving its aim, simultaneously
paying benefits for some of the most vulnerable families in society at a rate which is—by the logic of policy—
substantially below what is necessary. The underlying problem here is the scale rates of income support
which have continued to fall behind wages in recent years and continue to undermine the eVorts which have
gone into raising the rates of benefits for children. The argument often used to defend the low level of income
support is that the relative value of the safety net as against wages. This position is as unjust as it is illogical—
the solution to wages being so low as to be close to what a family might receive if no one worked should be
to increase wages not suppress benefits to below an adequate level. That now both Labour and Conservative
parties are committed to eradicating child poverty it is time for a reasoned debate about financial support
for those out of work, CPAG believes such a debate is not only necessary in tackling out of work poverty
but is equally necessary to support ensuring more people are ready and able to seek employment.

188 Department for Education and Skills, National Curriculum Assessment, GCSE and Equivalent Attainment and Post-16
Attainment by Pupil Characteristics, in England, 2005 at www.dfes.gov.uk, table 44.

189 See National Statistics, Households Below Average Incomes series 1994–95—2004–05, Department for Work and
Pension, 2006.

190 Calculated in line with Households Below Average Incomes methods. It has been projected forward from the HBAI figures
in line with concurrent earnings inflation (from September 2004–April 2006).

191 The weekly sum of income support, child benefit and child tax credit.



3500383025 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 260 Work and Pensions Committee: Evidence

About CPAG

CPAG is the leading charity campaigning for the abolition of poverty among children and young people
in the UK and for the improvement of the lives of low income families. CPAG aims to: raise awareness of
the causes, extent, nature and impact of poverty and strategies for its eradication and prevention; bring
about positive policy changes for families with children in poverty; and enable those eligible for income
maintenance to have access to their full entitlement.

Annex

CPAG’S SURVEY OF JOB CENTRE PLUS: A VIEW OF HOW THE CHANGES HAVE
AFFECTED CLAIMANTS AND ADVISERS AT LOCAL ADVICE CENTRES

This annex contains only part 1 of the report, which can be found in full at www.cpag.org.uk. The report
was published in September 2006.

Introduction

40. This report is based on detailed feedback from seven independent agencies providing welfare rights
advice and advocacy services to members of the public and who have therefore had direct experience of the
impact of the new claiming structures on benefit claimants for those below pension age. It also contains
additional evidence and comments obtained from two other agencies.

41. CPAG decided that there was a need to monitor the quality of service by Jobcentre Plus (JCP) in
depth following the introduction of a new system. CPAG gave evidence to the Work and Pensions Select
Committee in writing and orally at the end of 2005 and the start of 2006. The decision to provide evidence
to the Select Committee and the ongoing survey was a direct response to the criticisms of the service we heard
in the course of providing our telephone support service to advisers and at training courses we provided on
social security law.

42. It is vital that those on low income or needing wage replacement benefits have access to an eVective
service. Equally since Government policy is focused on encouraging people into work (with an 80%
employment aspiration) the eVective role of Jobcentre Plus in facilitating work focused social policy is
crucial.

43. The agencies which participated are listed at the end of the report and reflect experience in the
following areas: London; central and southern England; SuVolk; Yorkshire and Edinburgh.

Methodology

44. To collect information over a period of time the questionnaire was sent out three times: the first in
late February 2006; the second in March 2006; and the third in June 2006. The dates to which we refer in
the report relate to month in which we received the feedback. Usually where we had no feedback since a
completed form in March or May we have tried to update findings via telephone contact with the agencies
concerned to check if their experience is changing. Several agencies provided us with two returns, one with
three and several we have contacted by phone to check their latest assessment.

45. This is a small study, drawing on the experiences and expertise of advice agencies in selected areas,
it is not necessarily fully representative but it is indicative of wider problems which require serious
investigation.

46. The questionnaires have provided CPAG with direct evidence of what is happening to some claimants
in some areas as a result of the development of a centralised service via the introduction of the Customer
Management System (CMS), Contact and Processing Centres. We hope the findings will be useful to
Jobcentre Plus in its plans to develop further reforms.

47. Our thanks are due to those advice centre staV who gave their time to provide this evidence.

How the New System is Intended to Work

48. The current system (though still being phased in places) was introduced in early 2005 and replaced a
system in which contact with JCP was normally with the local oYce.

Contact Centre

49. The claimant makes an initial telephone claim to the Contact Centre (CC). There are around 70
Contact Centres throughout the country, some new centres are opening and others are closing. These centres
take the initial inbound call in which the claimant provides basic information to the CC about circumstances
including name, address, family etc. The CC then agrees a call back time in order to gather more in-depth
information relating to the claim.
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50. The call back telephone interview takes approximately 35–45 minutes. The information collected by
telephone is put on the CMS. A date for a Work Focused Interview (or in the case of a claim for JSA a
compulsory interview) is set. In the case of a claim for JSA the claimant will also have to go to the Jobcentre
to sign on. A record of the initial and call back calls is sent to the claimant to check, correct (if necessary)
and sign.

51. Where appropriate the Contact Centre should facilitate a claim for child tax credit by taking details
in the return call and sending the claim via the e-portal to the HMRC. If insuYcient details are obtained
during the telephone interviews with the Contact Centre, the information will be held at the eportal until
the claimant provides the necessary details at the interview with the financial assessor at the Jobcentre Plus
local oYce. When the eportal was out of action Jobcentre staV were asked to send the claim to the HMRC
by courier in order to maintain the policy of fast tracking claims for CTC.

Local oYce outlet (local oYce)

52. The claimant takes the signed and corrected (if applicable) record of the calls to the local oYce (LO)
and sees a financial assessor (FA) who checks the record and any evidence that is required. If the information
is wrong the FA will amend the record held on the CMS and the information is then transferred to the
appropriate benefit computer records. The local oYce is responsible for checking evidence requirements and
if necessary the claimant will have to return with the necessary documentation. The claimant has their work
focused interview (WFI) after their meeting with the FA.

53. Changes of circumstances would normally be reported to the local oYce which would then be
forwarded to the Processing Centre.

Processing Centre

54. The claim or change of circumstances reported is then forwarded to the Processing Centre to assess
the claim and make a payment if the claimant is eligible, or make changes to the award as necessary. If a
question arises about right to reside the case is forwarded to a specialist oYce in Wick to decide this question.

Clerical claims

55. Although the system assumes that claimants will make telephone claims claimants retain the right to
ask for a clerical claim form.

The computer system

56. The new CMS holds the personal details of claimants and information in connection with claims for
social security benefits. We understand that information is kept on the CMS for up to a month and then
transferred to the specific benefit computer programmes after claimants have been interviewed by the
financial assessor at the local JCP oYce. At the same time claims are logged on the common enquiry service
computer which records current and past claims. The information is also put on the departmental index
computer record.

Interim payments

57. Interim payments may be made to claimants by the contact centre but Contact Centre staV are more
likely to suggest the claimant requests a crisis loan.

Pilots

58. Pilots are being developed that may change the way in which the claim is made and which would avoid
the need for a call back and claimants would make one call on a free phone number. Changes to the way in
which contact is made with the Glasgow Processing Centre is also being trialled. We understand that
developments depend on the extension of the telephony system for Processing Centres.

Carers Allowance and disability benefits

59. These benefits are already administered by a central agency under DWP but claimants may initiate
a claim via a Contact Centre or the local oYce of JCP.
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Key Findings

— The reliance on a system of distance claiming by phone does not make adequate provision for those
with special needs: those with language diYculties either because of illiteracy or because they have
limited or no knowledge of English; and those with physical and mental health disabilities that
make communicating by phone diYcult.

— The system does not take account of the fact that many claimants because of low income do not
have a land line phone and may have to rely on mobiles or some may have no phone at all. This
has cost implications for claimants who make calls to “free” numbers and where there are call
backs some people may have to pay to pick up voice mail messages on a mobile.

— The phone systems at all levels of the system have been inadequate making it diYcult for claimants
and advisers alike to get through.

— The staV of JCP have been inadequately briefed about the nature of the changes and which contact
and processing oYces are responsible for clients in their area. This has been a particular issue where
there has been a change of oYces. Information about the changes is also not systematically made
available to those in the independent advice sector.

— StaV have been and still are in some areas unaware of the fact that claimants have a right to make
a claim on a paper claim form rather than making a claim by phone. In practice it is unclear
whether staV in local oYces have supplies of clerical claim forms or whether these can only be
obtained via the Contact Centre. The initiative for obtaining a clerical claim form appears in
practice to lie with independent advisers rather than with the staV in local oYces. It would appear
that the experience in Edinburgh has been considerably more positive with staV at the local oYce
generally willing to send clerical claim forms to the advice centre to complete with their clients.

— The staV at the Contact Centres appear to be inadequately trained to deal with the telephone
claiming system. In addition the CMS script may be inadequate to provide the necessary support
to staV in the contact centres. As a result claims may be wrongly recorded, or claimants wrongly
advised. There is some evidence that claimants are not advised about claiming CTC in some areas
and the claims for CTC which should be made via the Contact Centre and fast tracked to HMRC
are left to the claimant to do at a later date.

— The structure is fragmented and therefore no one person is responsible for ensuring a claim is dealt
with. The process is repetitive and requires continual cross checking.

— The new system has increased delays and claimants often need to access social fund crisis loans for
basic subsistence as a result. Interim payments would appear to be rarely suggested.

— There is some evidence that claims are lost and claimants are then having to make repeat claims.

— Claimants have generally been denied access to make an application for a crisis loan at the local
oYce—it appeared they might however be able to make an appointment via the warm phone if
they were able to get through. Until recently it was common practice to require claimants to wait
until their Work Focused Interview before deciding the crisis loan application, a wait of at least
three weeks.

— The role of advisers assisting claimants appears to have been ignored and many advisers have had
to battle to obtain direct numbers in order to assist their client with their claim.

— The new system, where fully implemented, improved over time in some areas but not without
claimants having experienced long delays without benefits because of administrative backlogs and
overload.

— There are considerable delays before the decisions of tribunals are implemented and when they are
implemented claimants may not be paid arrears.

Recommendations

60. The findings above raise a series of important issues about the quality of service provided by JCP.
Action needs to be taken urgently to ensure that the claiming process works and that claims are not delayed
leaving claimants in hardship. There are clearly major problems relating to communication between oYces
and between Jobcentre Plus staV and members of the public and advisers.

61. Our recommendations concern staYng, the quality of the telephony system, the need for a workable
alternative to a claims system based on the telephone, communication issues for independent advisers and
staV within Jobcentre Plus at all levels, the quality of CMS and the question of adequate training for staV.

62. The following reforms are needed urgently:

— An acceptance by the JCP that a telephone claiming system is inappropriate for a significant
percentage of the population that needs to claim benefits. Claimants on low incomes without
phones or reliant on mobile phones only and those with special needs (because of disability,
learning diYculties and language diYculties) cannot reasonably be required to depend on a
telephone claims service. A well publicised and workable alternative paper claims scheme must be
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made a practical reality as well as stated policy. Date stamped claim forms should be available
from local oYces and face to face interviews available. Use of this option should depend on
individual choice.

— The new JCP structure with distant oYces at Contact Centres and Processing Centres requires
much better communication between staV at the diVerent oYces. Managers and supervisors exist
for a purpose and it is important that those staV can have direct access to those in the Processing
Centres in order to check on the progress of diYcult or delayed cases. They should not have to rely
on a system of emails to contact the Processing Centres.

— More telephone lines and a better telephony system are required to enable eVective access to both
CCs and PCs for both claimants and independent advisers. Reliance on a system involving call
backs is often unworkable and inconvenient for claimants. Telephone claims should be made at
one go to a free number but with access to a non telephone claim option (as above). Part of the
solution should also be the provision of more phones in local oYces for those who do want to make
a phone claim but do not have a landline. Such a resource should take account of the need to
provide an environment which protects the privacy of the claimant’s call to the Contact Centre.

— The computerisation system needs speedy improvement and in particular the records on the CMS
need to be retained for a longer period to ensure that claimants do not have to make repeat claims
because records are lost. Further investigation is needed to establish the reasons for the need for
the repeat claims and whether there is a problem elsewhere—for example information in
connection with a claim being sent by the local oYce to the wrong processing centre.

— Adequate staV training and more staV are also essential to deliver an eVective system, particularly
at a time of change. It is arguable that staV working with an “intelligent script” but with little
detailed understanding of the complex benefits system will not always be able to deliver correct
information to claimants and correct records of interviews. There will be mistakes and serious
omissions in the process—in particular the failure to tell claimants about CTC and to fast track
such claims. An inaccurate record of the telephone claim and wrong advice will then result in a
duplication of work at the local oYce. CPAG recommends that staV work to guidance and not
only to a script system but this will require a more highly trained staV and we believe this to be
essential.

— The new system should take better account of the vital role played by the independent advice sector
in providing assistance to claimants and facilitating the right information reaching the diVerent
oYces of JCP. The existing system has made it diYcult and sometimes impossible for staV to access
the appropriate oYces of JCP in the process of assisting claimants. The independent advice sector
has specialist knowledge across the spectrum of social security benefits and tax credits and is
therefore well placed to provide support and advice to claimants, particularly those with special
needs. It is, however, impossible for small advice agencies to re-organise their work load to deal
with a process of benefit claiming that provides no eVective access to the relevant oYces and relies
heavily on a system of call backs. Advice agencies need access via ex-directory numbers if they are
to be able to contact JCP oYces and provide eVective advice and support to claimants. CPAG
recommends that JCP meet with representatives of the independent advice sector to work out more
eVective means of communication in the immediate term.

— A system of interim payments should be well advertised and notified to claimants. It is not
appropriate to use the social fund crisis loan budget as a stop gap to a decision on a benefit claim.
It is also clear that JCP need to review the operation of the delivery of social fund payments from
local oYces. Claimants should be able to obtain urgent face-to-face interviews to obtain crisis loan
payments. We understand that the current operation of crisis loans has also been a matter of
concern to the Independent Review Service. The Social Fund may not be directly related to
Government priorities to return claimants to work but it is part of a system of support for those
without any savings and deserves more attention both in terms of the standard of delivery and the
scope of the help provided.

Conclusions

63. Our conclusion, from this small qualitative survey, is that the new system was introduced too hastily
and without the recognition that a sizeable number of JCP claimants have special needs who cannot access
a telephone claims process because of language and disability barriers. Its introduction has caused hardship
to some claimants who have been reduced to reliance on food parcels or haphazard social fund crisis loans
while awaiting the outcome of long delayed benefit claims. It has also undermined the role of advisers who
play an important role in ensuring that some of the most vulnerable in society obtain the benefits to which
they are entitled.

64. There appears to be a mismatch between oYcial statements about policy and what happens in
practice.
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65. Advisers have reported improvements in some areas. The variable experience of diVerent advice
centres in diVerent areas deserves further examination. Why was the experience in Edinburgh generally
better and the service more flexible than in parts of central England? It is unclear why parts of the service
improved over time in central England but there appear to have been few improvements in Bradford.

66. Claimants have paid a heavy price for the Government’s decision to deliver the benefits service by
reducing staV and centralising records and delivery. There may be a good argument for a phased
centralisation of processing—the experience of some London boroughs that have used a Processing Centre
in Glasgow for more than 10 years is favourable. But advisers with past experience of the Glasgow
Processing Centre warned that it was essential to have good access to the relevant staV to discuss cases and
this access was now being removed or restricted.

67. There are longer term implications for accuracy and take up if claimants continue to experience long
delays confusion and mistakes. If HMRC and JCP are to share the responsibility for delivering financial
support to claimants with children it is vital that staV in both departments are adequately briefed about both
tax credits and benefits.

68. Whilst there may be a need to change the emphasis in the way the service is delivered CPAG urges
the Government to rethink its strategy and consult on the best way of reforming the system of delivery of
benefits. An eVective service can be as important as the content of the law to ensure that those on lowest
incomes obtain the benefits to which they are entitled to help lift them out of poverty.

October 2006

Memorandum submitted by Equal Opportunities Commission (EOC)

Summary

— EOC research shows that large numbers of lone parents, ethnic minority women, older people and
those with caring responsibilities want to work but may be unable to do so due to inflexible
working practices.

— There are too few high quality, well paid flexible and part time jobs available. This is a particular
issue for women as their disproportionate share of caring responsibilities means that they are more
likely to need to be able work flexibly. The lack of these jobs is a huge waste of potential—both
for individuals and the economy.

— Flexible working; aVordable, high-quality childcare; careers advice which challenges gender
stereotypes; and lifelong learning are all areas which can be improved in order to help lone parents,
ethnic minority women and people over 50 into jobs that match their qualifications, skills and
potential.

— In addressing barriers to work for ethnic minorities as a whole, there is a strong case for looking
specifically at the issues facing ethnic minority women. There are significant diVerences between
women and men in the jobs and sectors they work, their qualifications and in the constraints
aVecting their labour market choices. A strategy that addresses these diVerences is likely to be more
eVective than a blanket approach to “ethnic minorities” as a homogenous group.

Introduction

1. The Equal Opportunities Commission (EOC) is the statutory body for sex equality in Great Britain.
Our specific statutory duties include “to promote equality of opportunity between women and men
generally” (Sex Discrimination Act, Section 53 (1) (b)). The EOC is a non-departmental public body, funded
through grant-in-aid, and is the leading agency working to eliminate sex discrimination in 21st Century
Britain. We welcome the opportunity to contribute to this inquiry.

2. The EOC supports the UK Government’s target of increasing the employment rate to 80%. This target
is more ambitious than the European target of an overall employment rate, which is 70% by 2010. We also
believe that women and men should have genuine choices about how to structure their employment and
their caring responsibilities. DiVerent people and diVerent households will make diVerent choices. No-one
should feel obliged to give up their caring responsibilities in order to 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.

3. In the past 12 months, the EOC has set up two national investigations, supported by the European
Social Fund, which provide evidence relevant to the Employment Inquiry. These are Transformation of
Work, and Moving on up?: Pakistani, Bangladeshi and Black Caribbean women’s employment. We include
summary evidence from these, and other investigations below.
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Occupational Segregation

4. The EOC’s investigation into occupational segregation discovered a clear correlation between the
employment sectors where women were under-represented and skills shortages, showing that occupational
segregation was causing employers to miss out on a huge potential pool of labour with which to plug their
skills gaps.

5. We called for a national strategy on occupational segregation linked to economic and skills strategies
to give eVect to the objectives of challenging stereotyping and opening up choices and we made specific
recommendations for action to deliver change. Since then we have been working closely with the DfES and
will continue to do so, but we have particularly welcomed the extent to which the Women and Work
Commission has endorsed the findings and recommendations of our investigation.

6. In order to make sustainable progress in reaching the 80% employment rates we need to tackle job
segregation and gender stereotyping in jobs and skills. Skills are a key driver for productivity and can make
people “employable for life”. The Government’s ambition is to raise the UK’s performance on skills so that
employers have the right skills to support the success of their businesses, and individuals have the skills they
need to be both employable and personally fulfilled. Wasting women’s skills and qualifications by herding
women into a narrow range of often low paid, low skilled jobs, is something British businesses and the
economy can simply not aVord.

Britain of the Future: Transformation of Work

7. In Autumn 2005, the EOC launched an Investigation into the Transformation of Work. The
investigation was triggered by evidence that the economy and employers were facing new challenges—to
increase employment and productivity levels, to adapt to changes in labour markets, to deliver 24–7 services
and to compete successfully in the global market place.

Supporting Parents and Carers

8. The EOC has argued that Britain needs a care infrastructure that meets the needs of the reality of
women’s and men’s daily lives. The patterns of family life are changing from the traditional model of male
breadwinners and women at home to a new model in which both men and women expect to work and care.
Accordingly, service and support structures and the organisation of work itself need to adapt to this
changing social pattern but this is not happening fast enough to enable everyone who wants to work to do so.

9. The EOC’s investigation Britain’s Hidden Brain Drain for example showed that Britain’s flexible and
part-time working arrangements are failing to meet the needs of working women and men, leaving 5.6
million people, four out of five of Britain’s seven million part-time workers working in jobs that they believe
do not use their potential. Opening up good quality flexible and part time jobs is crucial for raising
employment rates and we therefore urge the Government to open up the right to request flexible working
to all workers.

10. Almost nine out of 10 (88%) non-working mothers report there was something specific stopping them
from working 16 or more hours per week—in over half cases “wanting to be with their children” was
identified as barrier to work (53%), 5% higher than in previous year.192 But decisions about work for lone
parents are influenced by their degree of willingness to use non-parental childcare and this can be influenced
by policies, including those aVecting the availability of childcare; skills-levels of lone parents and the
availability of suitable work; access to flexibility in working patterns and location of work. The period of
transition to work can be diYcult and stressful, especially in finding suitable childcare and settling their child
in. Other diYculties include the financial gap between leaving benefits and gaining an income and Working
Tax Credit, and the diYculties of co-ordinating childcare, school and employment, especially if the journey
to work exceeds 30 minutes.193

11. Services aimed at supporting lone parents are crucial, because they are more likely to have low
economic activity rates that other parents. However, it is also important to recognise that the way in which
work is currently structured presents obstacles to the full labour market participation not just of lone
parents, but also of people with other kinds of caring responsibilities, such as caring for elderly relatives
or friends.

12. For carers, there is a complex interplay of factors leading to withdrawal from employment, including
their own health and the health of the person they are caring for, financial issues, availability (or lack of)
support services and work-related issues.194 It was found that social services support did not easily
accommodate work hours or patterns. Carers’ Allowance is too low—at £46.95 it is one of the lowest
income-related benefits, and the earnings rule and taper acted as a disincentive to enter or increase hours in

192 DWP Children in Britain: Findings from the 2004 Families and Children Study (FACS) by Nick Lyon, Matt Barnes and
Daniel Sweiry.

193 DWP A Question of balance: lone parents, childcare and work Bell, A, Finch, N, La Valle, I, Sainsbury, R and Skinner, C.
194 DWP Carers’ aspirations and decisions around work and retirement by Arksey, H, Kemp, P, Glendinning, C, Kotchetkova,

I, and Tozer, R.
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work. The lack of a tax credit for carers who work less than 30 but more than 16 hours a week may make
it harder for some carers to remain in work or re-enter employment. Improved inter-agency collaboration
between Jobcentre Plus, social services departments and carers organizations would help.

Policy Implications

13. The Government has a critical role in establishing the regulatory framework in work and the service
infrastructure required to support parents and carers so that all those who want to remain in work or return
to employment can do so without jeopardising their caring responsibilities.

14. The national childcare strategy is improving the quality and availability of childcare, and reducing
the extent to which lack of childcare is identified as a barrier to work for workless parents—progress needs
to be sustained.

15. Increased levels of public investment are needed in a range of care services together with other
mechanisms such as direct payments and individual care budgets to support independent living for disabled
and older people, and appropriate support services and respite care for carers. Care services to satisfy “lower
level” needs are as crucial to promoting independent living and assisting carers as provision of high intensity
services for those most in need.

16. More flexibility is required in employment—extending the right to request to all employees would
help all those with caring responsibilities, making new job opportunities more widely available on a flexible
or part-time basis would ease the transition back into work for parents, carers and older workers. Employers
also need to be encouraged to adopt good flexible working practices.

17. Policy needs to take account of the reasons why some workless parents, including lone parents, resist
options that prevent them caring for their children themselves. Strategies to increase skills levels and training
would assist these parents to return to work as their children grow older.

18. There are particular diYculties facing lone parents in the transition to paid work, such as finding and
settling children in childcare, managing the financial gap between leaving benefits and receiving income. An
increase in the childcare element of the working tax credit might help some lone parents by making the return
to work more aVordable.

19. The Carers Allowance needs to be increased and made more flexible, to reduce disincentives to work.

20. A new tax credit for carers should be introduced so that carers working 16 or more hours a week are
eligible for the tax credit on a similar basis to parents.

Ethnic Minority Women

21. The Government has set itself the challenge of closing the ethnic minority employment gap. The
Ethnic Minority Employment Taskforce estimates that to achieve this target, 500,000 more ethnic minority
people need to be in work. Evidence obtained in the course of the EOC’s general formal investigation into
the pay and progression of Pakistani, Bangladeshi and Black Caribbean women suggests that opening up
opportunities for ethnic minority women will be crucial to attaining the overall employment target and
closing the ethnic minority employment gap.

22. Amongst all ethnic minority women in the 16–34 age group, 57,000 are unemployed; 16,000 are
seeking work; and another 81,000 would like to work. In the 35–64 age group, 34,000 are unemployed; 7,000
are seeking work; and another 55,000 who would like to work. Adding the two age groups together gives a
total of 250,000 ethnic minority women who are either unemployed, seeking work or say they would like to
work. If these women were able to get a job, 50% of the Government’s target to close the ethnic minority
employment gap would be achieved.

23. The position of ethnic minority women is often subsumed within broad generalisations about “ethnic
minorities”, yet ethnic minority women’s experience is aVected by their gender as well as their race. There
are also significant diVerences in the labour market position of women from diVerent ethnic and faith
backgrounds, as well as important generational diVerences, which make generalisations unhelpful.

Gender diVerences

24. To avoid such generalisations, the EOC investigation focuses on women from three ethnic groups:
Black Caribbean, Pakistani and Bangladeshi. Their employment patterns diVer from men in the same
ethnic group:

— Pakistani and Bangladeshi women are much less likely than men to be “economically active”—
although EOC research suggests a growing proportion of women who are not currently in the
labour market would actually like to find a job.
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— Women are less likely than men to be in senior roles. In many organisations and in some sectors,
there are no visible ethnic minority women in senior roles, which puts oV young ethnic minority
women from applying to work there.

— Younger women who are working are more qualified than employed men from the same ethnic
group.

— Female graduates are more likely than male graduates to be unemployed. Pakistani female
graduates under 24 are four times more likely than white female graduates of the same age to be
unemployed.

— Higher qualifications do not greatly reduce the pay gap for women from these groups, although
they do for men.

— Women work in diVerent sectors than men and are much more likely to work in the public sector.

Generational diVerences

25. Economic activity rates for Pakistani and Bangladeshi women born in the UK are almost double
those of the first generation. (43 and 44% respectively, compared to 23 and 22% for the first generation)

26. The percentage of young Black Caribbean, Pakistani and Bangladeshi girls obtaining five GCSEs at
A–C level has increased in recent years to nearly the same level as for white girls and, for Pakistani and
Bangladeshis, performance exceeds that of white boys.

27. As well as being highly qualified, EOC research with girls at age 16 and with women employees under
35 suggests that young Black Caribbean, Pakistani and Bangladeshi women’s aspirations are close to, or in
many cases exceed, those of young white British men and women.

28. Yet despite the huge potential represented by their qualifications and ambition, Black Caribbean,
Pakistani and Bangladeshi women are not seeing the same success in the labour market as white women.

29. Only 9% of Black Caribbean women are employed at manager or senior oYcial level, compared to
19% of white British men and 11% of white British women. Pakistani women in particular seem to experience
a lower glass ceiling, with only 6% in these jobs.

Barriers to work for Pakistani and Bangladeshi women

Discrimination

30. Fear of discrimination is restricting the career options of these young women. At 16, two thirds of
Pakistani and Bangladeshi girls feel there are certain jobs they can’t apply for because of their ethnic
background, faith or gender.

31. Our research demonstrates that ethnic minority women are facing discrimination as a result of their
race and sex. For example, Black Caribbean, Pakistani and Bangladeshi women under 35 are three times
more likely to be often asked about plans for marriage and children at interview. Also one in five working
Pakistani and Bangladeshi women under 35 have heard negative comments about their religious dress at
work.

Childcare and flexible working

32. Pakistani and Bangladeshi women with dependent children are less likely to be in the labour market
than white women with dependent children. For those ethnic minority women qualified to degree level or
above (Level 4!), the proportion of Pakistani women with dependent children who are in the labour market
is just over half that of equivalent white British women, but for those whose qualifications are less than Level
2, the proportion of Pakistani women with dependent children in the labour market falls to only a quarter
that of white British women.

33. Pakistani, Bangladeshi and Black Caribbean women also have diVerent family patterns to white
women. On average they have their first child earlier than white British women. Pakistani and Bangladeshi
women are likely to have a larger number of children—the average White British household size was 2.3
children in 2001, whereas the figures are 4.2 and 4.7 for Pakistani and Bangladeshi households respectively.
Over a third of Black Caribbean women are lone parents.

34. This demonstrates that Pakistani, Bangladeshi, Black Caribbean and White families have diVerent
caring responsibilities, and any childcare or support for carers must be culturally appropriate and aVordable
in order to allow women within families the opportunity to enter the workplace.

35. The relationship between earnings and tax credits, particularly for larger families has a huge impact
on the ability of women to take up job opportunities. Ethnic minority women in the EOC research were even
more likely than white women to rate flexible working as important in their choice of employment.
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Employer attitudes

36. The majority of employers in areas with a significant ethnic minority population recognise the
business benefits of having a workforce that reflects the local community. In our survey of 800 employers
in local labour markets with an above-average population of black and Asian people, 93% strongly agreed
with the business case for employing ethnic minority women.

37. Unfortunately, despite recognising the benefits, the majority of employers of over 25 people in areas
of higher than average ethnic minority population do not actually employ black and Asian women at the
levels they are represented in the local pool of people available for work, so they are missing out on the
business benefits of a diverse workforce.

38. We found that nearly a third of employers with more than 25 employees have no black or Asian
women in their workforce; four out of five employers of more than five people do not have a single black
or Asian woman in senior management who could be a role model.

39. Of organisations employing at least some black or Asian women 19% of employers agreed with the
statement that some men in the organisation might find it diYcult to be managed by a black or Asian
woman.

40. There is a potential mismatch between some employer views, based on their interpretation of
employing black and Asian women of all ages, and those of younger Black Caribbean, Pakistani and
Bangladeshi women about themselves. For example, employers seem to believe that young Pakistani and
Bangladeshi women are held back by their families, while 90% of the Pakistani and Bangladeshi 16 year olds
that we surveyed say that their families support them in having a career as well as looking after a family.

Local area variations

41. Some women’s labour market participation rates and unemployment rates vary according to which
part of the country they live. Economic activity rates for Pakistani women range from 23% in Birmingham
to 42% in Tower Hamlets, for example, whilst the rate for white British women varies by only one percentage
point. Black Caribbean and white women have a similar variation in economic activity of around 13
percentage points in diVerent parts of the country. But the picture for Bangladeshi women shows more
consistency—around a quarter are economically active across diVerent parts of the country.

42. The variations may be due to diVerences in attitudes towards women’s roles, access to resources, the
availability of local employment, or eVective local strategies to increase employment opportunities for
ethnic minority women. The EOC has found significant diVerences in the options available to young
Pakistani and Bangladeshi women in diVerent parts of the country, which may be due to the size of the local
population, the history of public funding going into particular communities and diVerences in the local
labour market. The context for young Muslim women in Derby or Hull, for example, where the populations
are small and there are virtually no visible role models of women in professional occupations, is very
diVerent to the situation in Bradford. But whatever the explanation, it suggests that change is possible—if
higher proportions of Black Caribbean, Pakistani and Bangladeshi women are working in some parts of the
country than others, it should be possible to improve their chances of working elsewhere. Further research
is needed to explore the reasons for these local diVerences and eVective levers for change at a local level.

Policy Implications

43. A dedicated strategy for ethnic minority women is needed that takes a life stage approach:

Open up choices for women at 16

44. Better careers advice has been mentioned as a recommendation in the WWC report but does not focus
on ethnic minority women. It needs to be stressed that the career guidance should not exacerbate stereotypes
about ethnic minority communities. Work experience should be integrated, as part of career guidance,
particularly in schools in poorer areas and priority should be given to pupils from disadvantaged
backgrounds.

45. Positive role models in diVerent professions and from diVerent ethnic backgrounds should be
included in literature on career advice. For example, the Muslim Council of Britain is set to launch
“Footsteps”, a pilot project promoting positive role models of Muslims, targeting 13–15 year olds in six
regions. Women and men doing all sorts of diVerent jobs will go into schools to talk about their work, to
demonstrate the range of options available and increase confidence in the range of careers open to them.
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Widening choice

46. Our research with 16 year-olds and women under 35 showed that ethnic minority women look for
work in places where they see more women in higher positions. So, one way for employers to attract diverse
workforce can be to report the breakdown of gender and ethnicity of their employees as well as their pay.
In line with the WWC recommendations, employers should be encouraged to go through equalities checks.

Making it easier for women to balance work and life

47. Ethnic minority women are more likely to have larger families and more caring responsibilities.
Employment opportunities need to be financially viable for women and they need to be given more help with
culturally appropriate childcare facilities in accordance with the Government’s Ten Year Childcare
Strategy.

48. Flexible working is even more important for some ethnic minority women because of larger caring
responsibilities, so better paid part-time work would help promote ethnic minority women into work. For
example, annualised hours can be encouraged in sectors where they can be implemented.

Overcoming barriers for older women

49. Train to Gain, a new service from the Learning and Skills Council (LSC) has been set up to help
businesses get the training they need to succeed. They have the following targets that could benefit older
ethnic minority women:

— To reduce by at least 40% the number of adults in the workforce who lack NVQ 2 or equivalent
by 2010. This equates to an additional 3.6 million first Level 2 or higher qualifications.

— By 2006, to increase the proportion of 19 year olds achieving Level 2 or better by three percentage
points (from 67%–70%). By 2008, to increase the proportion by a further two percentage points
(from 70%–72%).

Tackling prejudice and discrimination

50. Programmes should be established targeting the mainstream population, rather than ethnic minority
women, in order to change the general workplace culture. This could be led and supported by intermediary
bodies such as Business Link, RDAs, Investors in People and mainstreamed into management development
schemes. The EOC is doing further research into strategies for changing workplace culture, taking in depth
case study approach which will report in early 2007.

Facing the Challenges of an Ageing Society

51. By 2007, for the first time ever, there will be more people aged over 65 than under 16 in the population.
Two thirds of those over 65 are women; the currently low percentage of over 65s in the BME community is
set to rise in the next five to 10 years.

52. The dependency ratio is forecast to fall from 3.33 people of working age for each person aged over
state pension age (SPA) in 2004 to 2.62 people of working age for each person aged over SPA by 2031.195

Encouraging people to stay in work for longer is crucial in the interests of employers being able to maintain
the workforce they need and overcoming skills shortages.

53. Many people over 50 leave the workforce early, often involuntarily and often without adequate
provision for their retirement. Almost one third of men (29%) and over a third of women (35%) aged between
50 and state pension age are classified as being inactive, no longer in the workforce.196

54. The EOC’s Investigation into Part-time and Flexible Working showed that there may be as many as
a million over 50s who would return to work if the conditions were right ie they could work flexibly. Of those
looking for work, 49% of older women and 13% of older men are looking for part-time work.197 More people
are going to be working longer and retiring later, while many others will want to work reduced hours before
and after the statutory retirement age. Unless we enable older workers to explore more flexible work
arrangements the British economy will lose out because their talents, skills and experience will not be used
and this is another reason why we see it as essential that flexible working should be extended to all employees.

195 Shaw, C. ONS Population Trends, 123, Spring 2006.
196 DWP, Labour Market Transitions among the over-50s by Lorenzo Cappellari, Richard Dorsett and Getinet Haile.
197 DWP, Labour Market Transitions among the over-50s by Lorenzo Cappellari, Richard Dorsett and Getinet Haile.



3500383026 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 270 Work and Pensions Committee: Evidence

55. Research into older people of working age reveals that patterns of participation or withdrawal from
employment tend to endure—once someone has become economically inactive after the age of 50, they are
unlikely to return to work, even if they have some interest in doing so. The implication is that policy should
focus upon encouraging older people to stay on in work longer and, where there is withdrawal from
employment, policy should intervene as soon as possible to encourage return to work.198

October 2006

Memorandum submitted by Association of North East Councils

Summary

1. The Association of North East Councils is the political voice for local government in the North East.
It represents all 25 local authorities in the region, throughout Northumberland, Tyne and Wear, Durham
and the Tees Valley on issues of concern to them and the communities they serve. It is a cross-Party
organisation, with all of its Members democratically elected and accountable politicians.

2. The Association welcomes this opportunity to respond to the Department of Work and Pensions’
Select Committee Inquiry into the eVectiveness of the Government’s employment strategy in relation to
achieving its aim of an employment rate of 80%. The Inquiry represents a timely opportunity to reassert the
complex nature of issues around employment and economic inactivity. Fundamentally it provides an
occasion to restate the central importance of local and regional flexibilities and freedoms in achieving
eVective employment provision which is responsive to area-based variations in need. This is the central
principle of the Association’s response, from which we believe opportunities for support for specific groups
of interest, such as lone parents will emanate.

Key Points

3. The specific characteristics and impacts of economic inactivity and employment problems in the North
East are well documented.199 For example there are 0.25 million people of working age in the region who
are in receipt of Job Seekers Allowance (JSA), Incapacity or Lone Parent Benefit and are therefore formally
identified as economically inactive. Incapacity Benefit claimants make up the largest proportion of this
group; for the quarter ending February 2005, DWP figures demonstrated that there were 154,200 claimants
in total. In addition there are a variety of other “hidden” groups such NEETs (people not in education,
employment and training) and individuals working in the informal economy. These groups are estimated
to amount to 8.5% of the national figure. The Regional Economic Strategy also oVers an analysis of the less
obvious contributory factors to regional profile. For example, under-employment of highly skilled
individuals (eg graduates employed in low skilled jobs) is common in the North East due to a lack of higher
level opportunities. This increases competition for lower level employment and limits the numbers of
accessible opportunities for individuals with lower skills in the region.

4. There are therefore both “place” dimensions to the regional position, such as spatial concentrations
of unemployment, and economic inactivity (as exhibited by one in four streets in the North East), as well
as “people” aspects, reflecting a complex interaction of individual circumstances and attitudes towards
employment.200 This is highlighted by the role wider factors such as health, access to training and education
opportunities, and eVective transport provision play in aVecting people’s ability to gain employment and
maintain it.

5. Consequently area-based variations are at the heart of the employability agenda. Recent Government
policy has reflected this, moving towards more targeted support for specific groups of unemployed and
economically inactive clients, in particular through the provisions of the Welfare Reform Bill. The
Association welcomes these developments, and the underlying principle of greater flexibility and devolution
to more local tiers of Government they represent. This response therefore makes the case for an extension
of this approach, which provides a key opportunity to build on successes achieved by the region’s authorities
so far in a direct eVort to help realise the Government’s ambition for full employment.

6. There is consensus in the region that the movement of Government policy towards more flexible and
targeted initiatives to address employment barriers is positive. As a region the North East has achieved
notable success in capitalising on these opportunities and demonstrating our ability to exceed national
targets. For example preliminary analysis of Gateshead and South Tyneside’s Pathways to Work schemes
shows them achieving an 11–12% reduction in claimants rates, compared to a national average of 8%.
However the interaction between statutory, non-statutory and pilot activity in the North East is complex.

198 DWP, Labour Market Transitions among the over-50s by Lorenzo Cappellari, Richard Dorsett and Getinet Haile.
199 For example see ERS (September 2005) EVective Interventions to Tackle Worklessness—Review of the Evidence:

Final Report.
200 C Thompson and P Diamond, North East Employer Coalition (May 2006) The Challenge of Worklessness—An Employer

Perspective.
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In this context local authorities play a vital role in developing, leading and joining-up initiatives which
enhance the overall oVer available to people out of work as well as responding directly to particular local
needs.

7. For example, councils in the North East currently deliver a variety of schemes aimed at addressing
specific local needs and demands. “Into Work North Tyneside”, delivered by North Tyneside Council
complements the statutory provision of Jobcentre Plus by providing information, advice, and customised
job preparation for both people out of work and those working less than 16 hours a week. By oVering clients
a variety of ways to engage with services, the initiative expands the opportunities available to people
throughout the Borough. This reflects a key success factor highlighted by Middlesbrough Council in its
review of the Borough’s employment initiatives; the role of community-based services and outreach activity
in achieving eVective engagement.201

8. An active understanding of local need is also central to developing schemes that can address specific
demands and reap wider strategic benefits. The “Building Newcastle Initiative” demonstrates a particular
response to local labour market deficit; the scheme develops relationships between construction companies
and local schools and colleges to encourage more young people to take up careers in the industry. In so doing
the project addresses a major gap in the local skills field, ensuring the wider city and sub-regional labour
market is sustainably served, contributing directly to economic development objectives.

9. Consequently the region has a demonstrable track record in capitalising eVectively on the greater
flexibilities and freedoms presented by Government policy in the employability field. This is premised on
the unique understanding councils have of local variations in need and demand. It is these spatial disparities
which will have a direct influence on Government ambitions for increased levels of employment.

10. The region’s current employment rate is 5% lower than the United Kingdom average (69.2%
compared to 74.2%). A target of 80% employment for the region therefore reflects a greater challenge than
for other parts of the UK, although one which is diVerentially concentrated (for example, Tynedale, Blyth
Valley and Chester-le-Street perform close to or above average in terms of employment levels).202 This is
recognised by the Regional Economic Strategy which sets a target of 73% employment by 2016. This
objective sits below the pan-regional ambition of the Northern Way to bring a further 100,000 Incapacity
Benefit claimants into work by 2014.

11. It is not the purpose of this response to undertake a detailed analysis of the implications of these
various objectives on the regional position. The evidence outlined above instead serves to reiterate the need
for flexible approaches to employment activity which reflect the diVerent employment baselines of areas,
sub-regions and regions. For example, the recent OECD territorial review of Newcastle notes that:

One challenge for the Regional Development Agency and other local actors in considering
interventions is that they do not have the complete range of public policy tools available to them
to develop and apply tailored interventions . . . The ability to develop and implement regional
programmes which encompass a broad range of government policy tools is therefore limited.

12. Recent developments such as the City Strategy proposals within the Welfare Reform Bill are
welcomed as providing such tools. However, there are a variety of strategic principles the Association
believes should be central to all future government policy if its ambition to achieve 80% employment is to
be realised.

13. Firstly, sustainable funding is central to maximising the contribution of non-statutory initiatives to
regional activity. The good practice achieved by existing partnerships must therefore be recognised and
developed through additional support. An inconsistent funding profile aVects many of the region’s
employability projects; most are supported through short-term funding streams such as ESF, NRF etc
which are not secure in the longer-term. While all authorities recognise the importance of developing
mechanisms to mainstream such provision, evidence suggests that this has been more diYcult to achieve in
practice. This situation therefore often results in services being reduced, despite evidence of their benefit to
wider communities. Similarly, the geographical limits to funding streams such as NRF can limit the extent
to which projects such as Wansbeck on Wheels (WOW), a personal transport scheme to improve people’s
access to employment and training opportunities in a rural district, can be extended. Projects such as WOW
do not fit other mainstream funding schemes such as JCP or LSC co-financing limiting the opportunities
for the project’s development in the longer term.

14. Across the North East such projects are supplemented by a range of pilots, supported by a variety of
local and national funding sources. For example, Aim High RouteBack, an integrated condition
management scheme developed to address the high levels of IB claimants in the Durham district of
Easington is resourced by the Northern Way Growth Fund, a pan-regional initiative. Once again
preliminary analysis of the scheme has shown it to be achieving major success in supporting individuals in
steps towards moving into employment, through health and employment professionals working holistically
within a single project team using a client-centred approach to provision. However, without early
recognition of these successes and a clear commitment from Government to consider opportunities to
support such projects in the longer term, these achievements may not be eVectively sustained.

201 Shared Intelligence (April 2005) Review of Local Employment Initiatives: Final Report Appendix 7.
202 OECD (July 2005) OECD Territorial Review: Newcastle p 161.
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15. This risk is particularly acute for employability projects; evidence shows that economically inactive
individuals, particularly those who have been outside of the workforce for long periods of time, require
intensive and consistent support to make sustained progress. Therefore the uncertainty aVecting pilot
projects, not just in relation to their longer-term financial position, but also the manner in which the evidence
and practice generated is monitored and disseminated locally and nationally, is of concern. If this is not
addressed the region will therefore be significantly limited in its ability to build on the achievements of these
projects, and concomitantly constrained in developing a fully integrated approach to provision across the
North East. One direct and practical mechanism for mitigating this pressure this would be the recycling and
retention of the financial savings made by projects within the region. This would reflect the particular
achievements of the North East in response to its particular demands.203

16. Such an approach would also need to be supported by more nuanced measures of impacts and
outcomes. All evidence indicates that the movement from economic inactivity to employment is a complex
“journey” through a variety of stages, many of which will overlap. For example, Sunderland City Council’s
pre-pilot initiative assessing the needs of a small, representative selection of workless clients in the area has
identified three broad stages to this process; stabilisation, settlement and employer engagement.
Consequently re-entry into employment is likely to be one of the latest steps achieved by economically
inactive individuals; monitoring criteria should therefore reflect this, more greatly emphasising and
rewarding the value of early-stage achievements such as initial and sustained contact with outreach schemes,
and training and volunteering activity, recognising their central role in preparing people to regain
employment.

17. The need for holistic provision is therefore central to the development of eVective approaches to
tackling economic activity. Consequently there are concerns regionally that an overly target driven policy
approach will undermine the opportunities and achievements presented by undertaking a more cohesive
approach to employment support. The complex interaction between multiple barriers such as health,
transport, and skills needs presents a major challenge. We would urge central Government to consider the
manner in which it recognises the diVerential achievements of regions within this complex picture.

18. The final policy development that will be central in contributing towards an achievement of the
Government’s ambition will be increased support for early intervention projects, and improved flexibility
for existing schemes to undertake preventative activity. Interventions, such as providing services to
individuals who are employed and likely to be at risk of moving onto Incapacity and other forms of sickness
benefit, are directly prohibited under the terms of many current schemes in the region. This is particularly
acute when one third of new Incapacity Benefit claimants cite stress-related conditions and depression as
the cause of leaving employment. This lack of flexibility is an important factor in stemming the flow of
people onto Incapacity Benefit. Local authorities in the North East, as well as being service deliverers, are
also major employers and in recognition of this role are beginning to develop initiatives to support
employees in this area. However developing policy interventions to make existing and future schemes more
responsive to this particular community of need should be central to Government’s future employment
strategies.

19. The Association welcomes the Committee’s Inquiry, which is timely given the Welfare Reform Bill’s
progress through Parliament. This response is intended to aid that debate by outlining a series of “high-
level” principles which we believe are central in helping the Government to realise its ambitions. From these,
support for specific communities and groups of need, such as ethnic minorities or lone parents, can be
eVectively developed.

20. The Association looks to the Committee to recognise the central role local authorities play in
coordinating non-statutory provision that eVectively complements statutory activity. The Association
agrees that a more integrated approach is key to the North East achieving a step change in rates of economic
participation which will directly contribute to the Government’s ambition for future employment levels. We
therefore urge the Government to provide the tools to make this possible, based primarily on far greater
levels of regional and local flexibilities and freedoms.

21. The Association would be keen to work with the Committee and use the evidence base available
within the North East to inform future thinking in addressing this issue.

October 2006

203 For example the average cost of a job achieved through Pathways to Work is £800 in contrast to an annual cost of £8,000
for a single person claiming Incapacity Benefit.
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Memorandum submitted by Alan McGregor

Context of Submission

1. This submission is drafted by someone who works in an advisory capacity with government agencies
charged with promoting employability and reducing joblessness, but who is also involved in a significant
number of evaluations of the eVectiveness of employability interventions. Additionally, it is written from
the perspective of an individual who has been on the board of one of Glasgow’s local economic development
companies—the Castlemilk Economic Development Agency—since 1989 and so is partly conditioned by
the diYculties faced by organisations such as this in working within a funding and operational environment
largely set by Government at the EU, UK and Scottish levels.

2. This note is very much a practical statement as to what needs to be done if we are to achieve a more
sustained impact on reducing joblessness—particularly in higher unemployment areas such as Glasgow and
the West of Scotland. It also focuses on many of the issues which are of relevance in bringing back towards
the labour market the most disadvantaged groups in society whose employment rates are well below the
average. This includes people on Incapacity Benefit, lone parents, the over 50s—but also, within this, more
tightly defined groups with particularly low employment rates. For example, work we have recently carried
out in relation to blind and partially sighted people shows that the employment rate for working age people
in this category is around only 30%.

3. This note divides up into two sections.

— What we know about what works.

— What needs to change in order to get things working more eVectively.

What Works?

4. On the basis of the evaluation evidence, a wide range of factors associated with eVective interventions
for helping jobless people into work can be identified.

Engaging with clients

— Particularly for the client groups furthest from the labour market, it is now becoming clear that
“outreach” is required to secure in significant numbers their initial engagement. Glasgow’s Full
Employment Areas Initiative is a neighbourhood-based approach, and in some localities (eg
Dunbartonshire) Action Teams for Jobs has been “bussed” out into communities.

— An alternative form of outreach is illustrated by the work of the New Futures Fund where
employability services have been embedded in organisations already working with some of our
most disadvantaged groups of jobless people (eg individuals with problems around substance
abuse, homelessness etc). Through this mechanism, the New Futures Fund has been able to source
thousands of clients.

— An alternative approach to reaching more disadvantaged neighbourhoods and groups in the
labour force is for employment organisations to network themselves much more eVectively with
the community-based and issue-based organisations dealing with these groups in order to secure
referrals of clients with an interest in pursuing the employment option.

Initial engagement

— Many studies show that the initial contact has to be right if the clients are to return and engage
eVectively. This is largely about an attractive environment with friendly and approachable staV.

— Particularly for clients on benefits other than Jobseekers Allowance, there is some evidence that
organisations less obviously connected with Government can play a much more eVective role in
securing initial engagement, reflecting the fears that many people on “inactive” benefits have in
relation to threats to their benefits status if they show an interest in employment.

Tackling barriers/building on motivations

— As an employability service moves towards people with multiple and more complex barriers, by
definition it needs to become more flexible and customised to the individual. There is evidence that
this type of response leads to significant improvements in both the speed and volume of job entry.

— The holistic approach to tackling barriers also flows from working much more with individuals
with multiple and complex barriers. It is not clear, however, that the most eVective way of
delivering on a holistic basis has yet been worked out. In Australia, for example, teams of social
workers, psychologists, disability advisers and employment advisers, as well as customer service
staV, have been put together, and health and employment professionals have worked side-by-side
in Pathways to Work pilots, ostensibly with some success.
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— Specialist support services in the areas of addictions, homelessness, etc need to be available in the
locality—and they need to be available when the client needs and is ready to take advantage of
them.

— Clients have to be ready, however, to engage. For example, once engaged in New Deal for Lone
Parents, the success rates are high, and likewise for New Deal for Disabled People. The initial
engagement is the problem. Being prepared to engage when the client is ready, rather than when
it suits the service or project, is of central importance.

— We need to be more focussed on building on the assets jobless people possess and sensitive to the
things that motivate them in relation to employment, such as key points in the educational cycle
of their children.

— Particularly for projects and services dealing with clients with serious barriers, putting
employment on the horizon at the outset is becoming viewed as good practice, combined with an
action planning process for helping people reach their goal.

— The quality of advisers and key workers is critically important in barrier removal. Their skills in
terms of assessing the individual and building a trust relationship with them are key to identifying
the nature and extent of the barriers. Additionally, the advisers/key workers need to be expert in
the infrastructure of support services available for a range of barriers.

Helping clients into work

— A key feature is the need for agencies working with jobless people and seeking to help them into
employment to view employers as well as the jobless individual as key customers. Without
satisfying the needs of the employer, repeat business will not be won and word of mouth goodwill
will not be secured.

— It is important to be honest with employers about some of the barriers that clients are grappling
with. This is diYcult to implement in the short run but is at the basis of establishing a long-term
and productive relationship with the employer.

— An in-depth understanding of the nature of jobs on oVer with specific employers is essential to
create a more eVective match between jobless client and employment opportunity.

— Early engagement of employers in the design of employability projects and in the recruitment of
jobless people into the projects taps their expertise and gives them some ownership of the process.
There is evidence that this yields benefits in terms of job entries. This is a feature of the academies
approach in Edinburgh and Lothians as well as Dunbartonshire’s Joblink project.

— A number of programmes have highlighted the need to prepare employers by making them more
aware of the issues faced by clients with multiple or deeply embedded barriers. In these
circumstances employers as well as their workforces need support and advice.

— The move from benefits to employment can be challenging and risky for individuals and their
families. Good quality money advice and debt counselling have demonstrated their value in
facilitating this process.

Sustaining employment

— American evidence suggests that advancement in the labour market is a key aspect of employment
retention for some individuals.

— Sustainability is enhanced by good quality aftercare services for both the jobless clients and the
employer taking them on. Speedy and eVective intervention by personal advisers or employment
liaison staV can help sustain an employment match, or pick up an individual and move them to
more suitable employment.

— In developing aftercare services the funding regime for employment intermediaries and providers
needs to reward the achievement of sustainable employment gains, as is evidenced by evaluations
of Employment Zones.

What Needs to Change?

Engaging jobless people

5. Most of the New Deal Programmes have been mandatory, and there is a mandatory element to
Pathways to Work for new entrants to the Incapacity Benefit (IB) stock. However, the vast majority of
clients on IB and related benefits are not currently part of any mandatory system for trying to move jobless
people towards and into the labour market. In any event the mandatory elements envisaged here tend to be
a requirement to attend a work-focused interview—which in itself is a very limited notion of engagement
with a jobless client. The question is: why do more jobless people not currently engage with the kind of
services which would promote their employability? There are a number of reasons for this.
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— The central reason is fear of loss of benefit status, where IB sits at a higher level of benefit payment
and also does not have associated with it regular involvement with Jobcentre Plus in the sense of
regular signing on, meetings with advisors, etc. IB is a low income, but it is a steady income.
Individuals in this situation fear that if they engage actively in activity which might take them
towards employment this could be interpreted as them being “fit for work” which might lead to a
change in their benefit status towards Jobseeker’s Allowance.

— Extend this argument forward as to why people on IB and related benefits are not keen to enter
work. A common concern is that if they find a job and the job subsequently does not work out for
whatever reason they will find it impossible to return to their former benefit status—and certainly
they will find it diYcult to do this quickly. Bear in mind that the evidence is that upwards of 70%
of people leaving IB and related benefits who go on to work find entry-level jobs. These jobs are
characterised by low pay, short term contracting, high turnover, etc. These are low reward/high
risk jobs as viewed by people who have a low but steady income and who are essentially risk averse,
given they have limited resources to draw upon.

— The Government has of course introduced various mechanisms, principally tax credits, to create
a greater incentive for people moving from welfare to relatively low-waged employment, but there
are problems here as well. It is very hard for individuals and families to work out the financial
consequences of return to work, particularly where this is compounded by debt overhang. There
is also a loss of confidence in tax credits due to bad press over the last year or so.

6. So what needs to happen here?

— The organisations advising people on IB and related benefits about whether or not they would be
better oV in work should be one stage removed from Jobcentre Plus—but they must be very good
at what they do so as not to give jobless people misleading information about the financial
implications of moving into work. The suggestion here would be that some resource is diverted
from Jobcentre Plus to voluntary sector organisations, housing associations and others who have
regular contact with the client group to carry out checks on the extent to which they would be
better oV in work.

— Probably a greater problem than the limited incentive associated with the modest increase in
income that might be gained by returning to work is the risk of falling back into the benefits system.
This is a massive barrier for large numbers of jobless people. The solution is to give meaningful
and cast iron guarantees to people in these groups that if they take the positive step towards
employment the Government will reward this by ensuring a speedy return to their former benefit
status if things do not work out for them. Currently, this facility is available for up to 12 months
for IB clients, and 12 weeks for benefits such as JSA. These time periods need to be extended, as
it is hard to see the reasons for drawing such tight time limits. Again, this guarantee is a message
that perhaps needs to be disseminated through a range of organisations as there will be scepticism
amongst many jobless people, and key workers and others who are working with them, about the
nature of any guarantees.

7. Still on the issue of engagement, a much more substantial eVort needs to be made to build on the
already extensive engagement many public sector and voluntary sector organisations already have with
jobless people—but not in an employability context. This includes organisations such as:

— Housing Associations;

— NHS;

— Social work and social care services; and

— Voluntary sector and community-based projects.

8. Why is it that these organisations are not already actively promoting employment as a pathway for
their clients? This is a diYcult question which is rarely asked as Government tends to assume that they will
all see employment as necessarily a good thing. However, the problems here are as follows.

— The frontline staV 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. Frontline staV who
take this view should of course be criticised vigorously for making decisions on behalf of their
clients rather that advising their clients on the options available to them. Nonetheless, this is a
problem that needs to be addressed.

— As an extension of the above argument, frontline staV often take the view that the fundamental
diYculty is that their clients could be even more damaged by a temporary return to work which
perhaps undermines their confidence, and returns them to an inferior position in the benefits
system. In other words, frontline staV share some of the fears that jobless people on IB themselves
have about the risks of going back to work.

Fundamentally, what is required here is a strong commitment by senior managers in organisations in, say,
the NHS and Social Work services to the principle that for some of their clients a move into employment
is a sustainable solution—and one which may well reduce the demand for the services of these organisations
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in the longer term. In order to translate this commitment down the line to middle managers and frontline
staV, these organisations now need to set some targets for their staV with an employment dimension to them.
In a target-driven world, where many public sector organisations are stressed in terms of service delivery,
activities with no associated targets tend to be the ones that are put on the back burner.

Progressing jobless people

9. The current reality is that a large number of working age jobless people on DWP benefits are engaged
in activities of one kind or another, or are in receipt of services—and often these services have components
in them which fall into the category of employability enhancement by helping stabilise their lifestyles,
introducing routine into the day, helping build confidence and reconstructing social skills. Sometimes the
projects sitting more in the social domain have significant amounts of public funding explicitly to work on
raising employability. There are three problems, however, with many of these projects and programmes.

— Some of them hold clients in for years, in part because their funding is dependent on the number
of people coming on their books, so there is a financial disincentive to move people on.

— Quite often clients will be recycled around other “social” projects without actually taking
individual jobless people any closer to the labour market. Again, this is funding driven, where the
number of clients attracts more money than the progression of those clients towards gainful
employment.

— As in the discussion of frontline staV of social work and other agencies, a number of these projects
adopt the perspective that promoting employability may well be the Government’s agenda, but it
is not in the best interests of their clients.

10. So what needs to be done here? There are a number of straightforward actions which would help.

— Where public money goes to organisations to promote the employability of more disadvantaged
jobless people, there needs to be some meaningful progression for that funding to continue. If there
is no or little progression the funding should be removed and given to other organisations better
suited to the purpose. This can be diYcult because these organisations are often working with some
of society’s most vulnerable groups—but the money can be used better elsewhere.

— Funding streams more generally should incentivise movement rather than low level stability.
Organisations which pass well-prepared clients on towards other organisations closer to the labour
market and subsequently get these people into employment should be rewarded for this and not
penalised by loss of funding because they have one less client at that particular point in time.

11. There is, however, another problem within the infrastructure that picks up jobless people and tries
to move them towards employment through one kind of intervention or another. That problem is that by
and large the organisations involved in delivering this service are part of a chaotic and underperforming
“industry”.

— There are far too many organisations involved. For example, research carried out by my unit in
Glasgow showed that there were 125 organisations involved in delivering employability services
of one kind or another.

— As a consequence of the large numbers of organisations involved, the scale of many of them is too
small to allow them to invest in expanding the eVectiveness of their delivery capacity. This involves
quite simple things such as training and retraining their frontline staV who work with jobless
people. By the same token they are unable to invest in good administrative and management
processes which allow them to understand the eVectiveness of their own business in relation to the
task of progressing jobless people towards employment.

— One of the reasons that the above situation persists is that some funders—particularly perhaps in
the local authority sector or where European funding is involved—are not suYciently vigilant in
terms of assessing the value for money associated with the expenditure. Quite often the position
appears to the external evaluator to be one where the funding is provided for the benefit of the
organisations delivering the service—and not for the jobless client that they are supposed to be
assisting! This has to change.

12. What can be done to bring about a change in this industry?

— There needs to be a focus on a smaller number of suppliers. In order to facilitate this, hard decisions
need to be made about withdrawing funding for employability services from a significant number
of delivery organisations, irrespective of whether they are in the private, the public or the
voluntary sector.

— Funding strategy, however, should not focus simply on cost minimisation. We are trying to deliver
a complex service to a needy group of our population in order to undo the damage of years of
unemployment. It needs quality service delivery to do this and so funders must allow a suYcient
margin to their providers to allow them to reinvest in the business to upgrade the quality of the
service. This is partly about price, but partly also about the longevity of the funding contract. If
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we have to stick to annualised funding rounds, at least we should work within a context of
preferred suppliers who become the funders’ partners rather than simply depending on crude least
cost, competitive tendering to get value for money from the service delivery process.

— In some senses it looks as if DWP has already gone down this route with Jobcentre Plus 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 suYciently close to the service being delivered to know whether
value for money is being obtained. The second problem is that DWP/Jobcentre Plus—albeit a
major funder—is not the only funder. It is essential within localities for the principal funders to
come together to look at:
— what they are paying to their contractors; and
— what they are getting back for this in terms of benefit to the jobless client.

These key funders should then develop a local funding strategy where the central objective is a sustainable
reduction in joblessness in their locality and the principal vehicle is the much more eVective deployment of
funding in order to create a more coherent delivery infrastructure which generates value for money. The
Glasgow Welfare to Work Funders Group is an example to be followed.

13. In the broad field of economic development, for the past 20 or 30 years skills have been built up to
increase the capacity and eVectiveness of key industries. A more general recommendation is that the same
skills and types of intervention should be applied to the unemployment industry. Ironically, such a focus
can help the wider set of industries that we are keen to promote by bringing forward a more eVective labour
supply in the longer term.

14. The role of employers in helping jobless people back into work is critical. A key starting point here
is clearly to introduce recruitment mechanisms which, at a minimum, remove any discrimination against
jobless people and, at least for a small proportion of hiring, discriminate positively in their favour. This is
territory within which it is easier for larger employers to operate as recruiting longer term jobless people
probably carries a greater risk than their conventional recruits. For smaller employers, this may not be a
clever recruitment strategy, particularly as they do not carry the Human Resource departments that are able
to help manage situations where workers find diYculty in settling eVectively in the employing unit. The
principal change that is required here, however, is for major public sector players to become much more
actively involved in recruitment of jobless people. They have both the scale, which allows them to make a
significant contribution, and the administrative processes, which allow them to deal with any issues arising
from hiring jobless people. Although this has not been studied systematically, there is little doubt that the
contribution of the typical public sector employer to reductions in joblessness is limited. However, there are
now some first class examples of what can be done—and in the Glasgow context the Working for Health in
Greater Glasgow (WHIGG) project has been extremely successful and has involved the recruitment of over
1,000 jobless people. There should be an expectation, particularly in the higher unemployment communities
across the UK, that local government, the NHS and other major players such as universities and colleges
have a duty to make a more significant contribution to this agenda.

Sustaining jobless people in work

15. The evaluation evidence suggests that, with the passage of time, we have become more successful in
keeping jobless people in work once re-employed—but there is still some distance to go on this. What are
some of the problems here?

— People, who have not worked for a considerable period of time and generally have lost self-esteem
are vulnerable to simple problems in the workplace that other people take for granted. Small
incidents can lead to speedy termination of employment.

— Jobless people may be placed in employment which does not match aspirations and skills sets,
which mean they begin to struggle from an early stage.

The move from benefits to earnings may, for a transitional period, impose significant financial strain on
individuals—as power companies come looking for debts to be repaid, delays are experienced in receiving
the first wage payment due to monthly payment systems, etc. These are very simple practical issues, but for
people living on the financial borderline they can be suYcient to shepherd people back into the benefit
system.

16. What can be done here? Again there are a number of practical considerations, particularly as a
number of the problems are foreseeable.

— Whoever is working with the jobless person should be in a position to head oV at the pass some
of these diYculties and so there are issues about the training of the frontline staV working with
jobless people.

— In some localities there is access to funding which can help tide individuals over short term
diYculties such as the ones described above, but this is not generally available and there will be
circumstances where the discretionary funds available to advisory staV working with jobless
people are insuYcient to do what is required.
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— Keeping contact with clients once they are in employment is not a straightforward service to
deliver, as jobless people will often be glad to get away from these services for jobless people and
establish a normal working pattern but, in addition to this, relatively few funders provide explicit
financial support for organisations to continue working with their clients beyond the initial job
placement stage.

17. The things that are required to happen here are really in the funding/financial domain.

— If contracts for organisations working with jobless people closer to the labour market were to give
more significant financial incentives associated with longevity of stay in employment once re-
employed, this would change the behaviour of these organisations to be more supportive to the
client, and at the same time, would resource them to do this. What this requires is to move the
definition of sustainable unemployment from the 13 weeks which has been used for many years to
something much more demanding. We should now be defining sustainability of employment from
at least 26 weeks after entering work—and beyond this point most individuals should be well
embedded in the labour market even though they are not necessarily with the same employer.

— More needs to be done, particularly for those moving into temporary and/or part time and/or low
paid jobs, to help them move to better quality jobs. This is a much more profound approach to
making work pay—and for making employment re-entry more sustainable. Although there have
been pilot projects, working in this area, there is as yet no clearly developed approach which has
demonstrated good returns. Government needs to invest more in innovative pilots, to be properly
evaluated in due course and good practice rolled out as appropriate. Investment in this kind of
service oVers potentially significant benefits because not only does it help sustain the move from
welfare to work but also, by upgrading the individuals involved, it raises the quality of the labour
supply for employers throughout the UK.

Taking an Overview

18. This short note sets out the thinking of someone who works close to practitioners trying daily to assist
jobless people in one way or another. The issues raised are varied and the possible solutions are also a bit
of a mixed bag. There are probably five central issue here.

— The concerns about the disincentive eVects of the benefit system are well known—but just because
they are familiar does not mean to say that more does not need to be done to address them.

— The connection between social services and employability services is weak. The flow of jobless
people from “social” projects and services such as social work and health care needs to be raised
with incentives provided and targets set for moving clients towards organisations with the skills
to get people into jobs.

— Employer recruitment practices need to become less discriminatory towards jobless people. A
particular onus falls on major public sector employers who have the scale and the HR expertise to
respond much more proactively to the Welfare to Work agenda.

— The inadequacies of many aspects of the delivery infrastructure to help jobless people are also well
known, but a much more professional approach needs to be taken to raising the quality of the
services that jobless people can call upon to help them move back towards work and to keep a job
once they have found it. This issue is not being addressed in anything other than an ad hoc manner.
Dealing with joblessness is an industry, and we should treat it as such. It is a key industry for the
British economy and deserves the attention the other key industries are used to receiving.

— There are a number of key funders of joblessness services within localities across the UK.
Currently, they purchase their services on behalf of jobless people in parallel. They now need to
come together within localities to procure collectively, and this is one of the central changes that
will help drive performance improvement in the joblessness industry.

October 2006

Memorandum submitted by One Plus

1. Introduction

1.1 Background

Government strategy to increase lone parent employment is a cross cutting issue that is dispersed across
several policy areas, such as education, health, social security, employment, social services and housing, and
spans both devolved and reserved policy areas of the Scottish and UK Governments. This document forms
a submission to the House of Commons Work & Pensions Committee Inquiry into the Government’s
employment strategy.
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1.2 One Plus

One Plus is a vibrant, independent organisation which delivers new opportunities to lone parents and
others facing disadvantage. One Plus works in partnership in over 100 projects, employing over 600 people,
oVering advice and support, providing training, employment and care-based services while contributing to
the regeneration of local communities.

1.3 Employability and lone parents

This document oVers feedback from One Plus on the eVectiveness of the Government’s employment
strategy in particular its aim of achieving a lone parent employment rate of 70%. It is based on feedback
from case studies, focus groups, seminars and conferences collated by One Plus through its various service
delivery units. Key themes were identified and the consultations reinforced the view that there are many
complex factors that impinge on an individual lone parents ability to enter and remain in employment
ranging from, in work costs, childcare and health, to the prevailing labour market.

2. Profile of Lone Parents in Scotland

2.1 In Scotland

There are 151,484 lone parents, 25% of families, and 93% women, with around 257,500 children.

2.2 In Glasgow

There are 27,900 lone parents, 46.4% of families.

2.3 lone parent Employment

In the UK 56.6 % of female lone parents are in Employment. In Scotland 49% of female lone parents are
in Employment.

3. Lone Parents and Employability: The Barriers

3.1 Overview

As a result of the Government’s strategy 56.6% of lone parents in the UK are currently in work. This is
a significant improvement on the early 1990s when just over 40% were in employment. However research
by the Scottish Executive highlights that 49% of female Scottish lone parents are in employment and in many
local areas this can be as low as 24%.

3.2 Stressors and strategies for coping

The factors that prevent LP’s from working are also often present when they are forced to give up work.
An individual lone parents employability depends on: Personal Attributes; Personal Circumstances;
Structural Aspects.

3.2.1 Personal Attributes

Personal attributes include include: self-esteem, confidence, essential, key and vocational skills levels,
work experience.

3.2.2 Personal Circumstances

Circumstances aVecting employability include: access to transport, childcare, caring responsibilities,
health, isolation, benefits trap/debt, poverty.

3.2.3 Structural Aspects

The structural context includes the availability of employment opportunities near to where lone parents
live; government interventions; where employment is located; in-work costs (housing, childcare, school
meals).

4. Government Interventions

This section covers three main areas of relevant policy which includes: welfare reform; the cities strategy
and WorkForce Plus.

4.1 A New Deal for Welfare: Empowering People to Work

Includes:

— Work-focused interviews every six months from 2007 for some LP claimants.

— Mandatory Work-focused interviews every three months.

— Piloting more intensive support during the first year of a claim.

— Piloting a new Work-Related Activity Premium.
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4.1.1 Readiness for Work

One Plus welcomes the recognition that there are often a variety of pre-employment stages that lone
parents need to take before they enter paid work, and the idea of a pathway into work rather than a single
entry point.

4.1.2 Engagement in work-related activity should remain voluntary.

Compulsion will cause further apprehension and financial uncertainty for lone parents & their children.
When benefit is reduced as a result of non-appearance at work-focused interviews this adds severe pressure
to families who are already living under extreme hardship.Engagement in work-related activity should
remain voluntary.

4.1.3 Work-Related Activity Premium

One Plus support the concept of the Work-Related Activity Premium. However, it should be available to
all lone parents on an opt-in basis.

4.1.4 Skills Shortages

Support would be more eVective if there were more prominence on access to skills training, relevant to
the characteristics of local labour markets.

4.1.5 Resources

The freezing of Jobcentre Plus’ budget is impacting negatively on their means to deliver positive
employment outcomes for lone parents.

4.1.6 Employers

Employers have a responsibility to provide well-rewarded, sustainable, family friendly job opportunities
for lone parents. For example flexible workforce practices should enable 10am to 3pm working hours, across
term time, to be available.

4.1.6 Childcare

The clearest constraint for any lone parent remains, despite progress in recent years, a lack of childcare.
Research by One Plus suggests that the costs of childcare are still too high for some.

4.2 Cities Strategy

As part of the Government’s plans to reduce Incapacity Benefit claimants by one million within a decade
and reach a 70% employment target for lone parents, a £5 million pilot scheme will enable funding for
services like training and skills to be distributed locally.

The successful cities in Scotland are Dundee, Edinburgh and Glasgow.

4.2.1 Key Flexibilities, Constraints and Changes in Glasgow

The potential contribution of social economy organisations may be constrained because they are not as
yet key partners in the developing strategy for Glasgow.

Glasgow City Council has a leading role in Workforce Plus and its implementation and is therefore a key
to ensuring the social economy sector organisations such as One Plus are involved where appropriate.

Lone parents are a key target group for government welfare to work policies. Glasgow has a particular
need to focus on one parent families because of their high representation in the poorest areas of Glasgow.

4.2.2 Flexibility in Benefit Payments

Lone parents need to have a stable income during the transition into sustainable employment. This can
be achieved by continuing payments of key benefits until Working Tax Credits, reassessed Housing Benefit
and first full salary have been paid. This also applies to payments for Child Care in the interim until
Childcare Tax Credits payments are received.

4.2.3 In-Work Costs Constraints

Making work pay involves addressing issues around in-work costs (housing, childcare, school meals,
travel) are all key constraints. Strategies are required to subsidize in-work costs and include:

— targeted transport schemes linked to employment (USA examples);

— increasing the supply of free, flexible quality childcare;

— universal free school meals for all primary children would reduce in work cost for working
parents; and
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— revisit research by GCC that detailed the economic case for disregarding tax credits in the
calculation of housing benefit.

4.2.4 Flexibility in aftercare and in-work support

A focus on in-work coping strategies has not until now been given the priority it deserves. Research has
shown that this is a very crucial element of the continuum of support required to ensure lone parents sustain
employment. However the benefits of this approach requires further dissemination.

4.2.5 Flexibility to oVer more intensive support for mini-jobs

More intensive support for mini-jobs is required as this would enable lone parents to begin their
participation in the labour market in a managable way. Many lone parents wish to take up employment,
which is less than 16 hours. They are constrained from doing this because support for childcare is geared to
those working over 16 hours through childcare tax credits. Payment for childcare should be available to
those parents working less than 16 hours. The financial incentive through earning disregards should also be
increased.

4.2.6 Flexibility to oVer targeted support during transitions to employment.

Lone parents furthest from the Labour Market do not easily fit a model which is target driven based on
short-term into work outcomes. Measures of Distance Travelled are required to be agreed by funders to
enable a common set of indicators, which delivery agencies can work to.

4.3 Workforce Plus

http://www.scotland.gov.uk/Publications/2006/06/12094904/0

The Scottish Executive aims to encourage employers to recruit from a labour market pool, which includes
people who may not have been considered previously—such as lone parents, Incapacity Benefit clients and
those who are disabled.

The formation of a National Workforce Plus Partnership aims to provide leadership, strategic direction
and support for the local partnerships.

4.3.1 Employment Targets

A target has been set of helping a further 66,000 individuals, in seven local government areas, to move
from benefits to work by 2010. This is the sum of local targets agreed with the seven areas, and represents
a 26% reduction in benefit claimants in those areas. Lone parent targets should be specified to facilitate
evaluation of the success of initiatives.

4.3.2 Childcare

The Work Force Plus strategy points out that proposals in the Welfare Reform Green Paper will
encourage and reward lone parents for activities, which prepare them for work. The Executive will support
this with their policies on childcare provision, and education and skills.

Many practitioners in the field of childcare argue that the Scottish Childcare Strategy needs to be
re- visited to ensure it meets the needs of non-working as well as working parents.

4.3.3 Funding

ESF funding withdrawal will leave a major funding gap for some of the key social economy organizations
involved in training and employability services.

5. Recommendations

5.1 Service Delivery Focus

5.1.1 Prioritising Specific Groups of lone parents

There are at least three broad groups of lone parents on Income Support: Given limited resources:

— Those who are job ready but have not made the decision to work;

— Those who face some barriers to employment but with the right support and development might
be encouraged to take up employment or enter the New Deal for lone parents;

— Those who face multiple barriers to employment and are the least confident about moving oV
benefit.

It may be useful to set priorities or to target a specific group of lone parents.

5.1.2 Stages of intervention

As lone parents move from simply coping with life to work readiness, they progress through diVerent
stages. While each stage diVers depending on the individual’s background and circumstances, there are three
that are particularly relevant to lone parent Employability:
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In response service delivery should oVer an holistic, integrated response, which is based on an
understanding of the complex factors, associated with an individual lone parent’s capacity to obtain and
sustain employment.

5.2 National Programmes (UK/Scottish)

5.2.1 Range of support Services

Overall there should be improved access to realistic activities and proven services that have the confidence
of lone parents and which have the capacity to engage and support at each stage, including post
employment. However, many lone parents prefer to have the support of a trusted intermediary. In many
cases the voluntary sector will be best placed to provide the sort of personalised support that expanded
programmes will require.

5.2.2 Work Related Activity

There should be a recognition that there are often a variety of pre-employment stages that lone parents
need to take before they enter paid work, and the idea of a pathway into work rather than a single entry
point.

5.2.3 Workforce Plus & City Strategy & ESF Funding

Lone parents are a key target group for Government welfare to work policies. Glasgow has a particular
need to focus on one parent families because of their high representation in the poorest areas of Glasgow.

There is a significant contribution to a variety of programmes through ESF funding. ESF funding
withdrawal will leave a major funding gap for some of the key social economy organizations involved in
employability services. This should be addressed by the Scottish Executive.

5.3 Benefits System/In-Work Costs

5.3.1 Individualisation of benefits and taxation must move forward.

5.3.2 Lone parents need to have a stable income during the transition into sustainable employment.

5.3.3 Local/City initiatives to subsidise in-work costs should be oVered financial support from central
government.

5.3.4 Housing Benefit should be adapted to support those moving from welfare to work. The design and
delivery of Housing Benefit and how it interacts with Tax Credits should be reformed to provide immediate
and reliable support for all those on Income Support and low income, including those with mortgages.

Housing benefit for full-time students should be simplified. Housing costs are one of the key issues raised
by lone parent students who aim to improve their qualifications and therefore access to higher paid
employment.

5.4 Childcare

Childcare costs and availability issues must be addressed immediately by the Scottish Executive if lone
parents are to find social inclusion and economic independence. Accessible and aVordable childcare is
central to a strategy to end child poverty. Continued investment in aVordable, flexible childcare and the
development of the childcare workforce will be crucial for any strategy to support lone parents into
employment. Childcare should also be available for lone parents who wish to take up training or continue
their education before returning to work.

5.5 Training & Education

Education and training access is the route to economic independence and a means of breaking the poverty
cycle. Lone parents face a range of barriers to further and higher education—the financial impact is often
unsurmounable as is the lack of childcare.

5.6 Employability

Programmes to support confidence-building of lone parents are a vital stepping stone to help lone parents
rebuild their confidence in themselves and their ability to support their families into the future.

More investment in sustainability is required to ensure employment, which is sustainable for lone parents.
We require a more medium/long term approach to aftercare and in-work support, which oVers a one to one
caseworker approach provided by trusted intermediaries.

5.7 Employment & Work life Balance

Renew eVorts to improve women’s pay, access to childcare and family friendly employment which can
also help future parents to thrive in the labour market.

5.8 Health

The fact that most lone parents are women is important to understanding why so many one parent
families are poor.
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Lone parents fall into a “hardship trap” which means they suVer severe hardship, poor housing, and in
the end ill health. This in turn leads to low self-esteem, a lack of confidence and isolation, which are barriers
to training, education and employment opportunities. It is of some consequence that one parent families are
one of the groups most vulnerable to poverty.

5.9 Housing

Lone parents have often experienced overcrowded accommodation or has been forced into more insecure,
expensive and poor quality privately rented housing. But acquiring a tenancy is only the first hurdle.

Housing provision for lone parents must address housing list allocation, social housing allocation and
aVordability, if lone parents are to have the security of tenure so fundamental to all individuals and families.

5.10 Information and Advice

Access to specialist advice when needed before and after entry to employment, including information
about relevant skills training, financial advice about debt or benefit entitlements, childcare and information
about sources of help for people with housing diYculties.

6. Conclusion: Looking Ahead—The Interaction Between “Care Work” and Paid Employment

lone parents are twice as likely to “cycle” between work and welfare and therefore the issue of sustainable
employment and aftercare are crucial. This brings to light the complex issue of the interaction between “Care
work” and paid employment and “time and income poverty”. Understanding better how to enable this
crucial interaction is key to achieving the child poverty target and enabling lone parents into sustainable
employment. A move towards an individual worker/carer model has the potential to eVectively address the
barriers to employment of the most disadvantaged families.

******************************

1. Introduction

1.1 Background

Government strategy to increase lone parent employment is a cross cutting issue that is dispersed across
several policy areas, such as education, health, social security, employment, social services and housing, and
spans both devolved and reserved policy areas of the Scottish and UK Governments. This document forms
a submission to the House of Commons Work & Pensions Committee Inquiry into the Governments
employment strategy.

A family’s access to resources is principally reliant on their earned income and/or state benefits. These are
to a great extent aVected by Westminster macro-policies in relation to the economy, employment and
income redistribution. There are four broad goals of the Government’s strategy to tackle family poverty and
social exclusion. Increasing employment opportunities for those outside the labour market is a key plank
of this approach.(1)

— “Work for those who can”, helping parents participate in the labour market. This includes targets
of an 80% employment rate and reaching 70% of LP’s into work.

— Financial support for families, with more support for those who need it most.

— Excellent public services that improve children’s life chances and break cycles of deprivation.

— Support for parents in their parenting role so they can guide their children through life transitions.

A range of policies support the UK Government’s policy goals directed at families: Making Work Pay
(Tax Credits, Minimum Wage, welfare to work initiatives and work/life balance policies); Giving Children
the Best Start (Child Benefit & Child Tax Credits, Childcare and Education initiatives often delivered
through the Scottish Parliament) and savings and asset-ownership policies.(2)

The employability and family policies of the Scottish Executive have a great deal in common with those
of the UK Parliament that apply to the UK as a whole. However, devolution means that Scottish policy
has the potential for divergence from that in Westminster. Relevant anti-poverty and employability agendas
include: Closing the Opportunity Gap; Workforce Plus; The Scottish Childcare Strategy; Working for
Families Initiatives; Early Education for three year and four year olds; Sure Start Services;(3)

The economic position of families strongly aVects the present and future welfare of children. Whether a
family is able to meet the material needs of children depends more on whether it has income from work than
directly on whether there are two parents. However, the much greater amount of time that lone parents
spend out of paid work means that they are more often caught in a “Hardship Trap”. Today’s high level of
child poverty is likely to have continuing negative eVects on families as the present generation grows up.
Equally, any measures that successfully address child poverty, especially by giving more households access
to employment, are likely to have wide-ranging eVects in the years ahead, that go beyond the improvement
of the immediate welfare of children living in poverty.
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1.2 One Plus

One Plus is a vibrant, independent organisation which employs over 600 people and delivers new
opportunities to lone parents and others facing disadvantage. One Plus works in partnership in over 100
projects oVering advice and support, providing training, employment and care-based services while
contributing to the regeneration of local communities. Lone parent and user involvement is central to the
recognition of One Plus as a leading lone parent organisation and a key participant in Glasgow and
Scotland’s social economy.

One Plus Initiatives Include:

Services

— Advice and counselling for parents and children.

— Initiatives around health.

— Support for lone parent groups.

— Daycare, Out of School Care and Sitter Services.

— Social Care and Family Support Services.

— Employment in Admin, Childcare, Playwork, Social Care and Family Support.

Learning Services

— Initiatives around literacy and numeracy.

— Flexible open learning and e-learning.

— Personal and Social Development.

— Mentoring Initiatives.

— Pre-vocational, core skills and ICT training.

— Training in Childcare, Play work, Social Care, and Community Work to SVQ Level II or III.

Employment Services

— Vocational Guidance.

— Sustainable Employment Service.

Development and Policy Services

— Information and on-line services.

— lone parent Helpline Service.

— Campaigning and Policy Work.

— Developing new services and initiatives within the social economy.

1.3 Employability and lone parents

One Plus has consulted lone parents on issues around employment using feedback from case studies,
questionnaires, focus groups and conferences.

Key themes were identified and the consultations reinforced the view that there are many complex factors
that impinge on an individual lone parents ability to enter and remain in employment ranging from, in work
costs, childcare and health, to the prevailing labour market. An individual lone parents employability
depends on:

— Personal Attributes: The knowledge and skills a lone parent possesses and his/her attitude;

— 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.

All of these issues are interconnected and cannot be seen in isolation. This report looks at each of these
area in turn and identifies the barriers still outstanding. We begin with a profile of lone parents in Scotland
based on oYcial statistics.

2. Profile of Lone Parents in Scotland

2.1 In Scotland

— There are 151,484 lone parents, 25% of families, and 93% women, with around 257,500 children(4).
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— Over 82,100 lone parents claim Income Support or Incapacity Benefits Of these, 14,700 are in
receipt of IB or SDB(5).

— In 78% of the 200 most deprived areas across Scotland lone parent families make up over 50% of
families living in these areas. lone parents are 52% of families in the poorest 10% of areas in
Scotland but are only 9% in the 10% least deprived. See chart 1 below(6).

% of households with dependent children that are lone 
parent households - 2001 Census
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— 66% of lone parent families in Scotland live on an income of less than £15,000 compared to 11%
of two parent families.(7)

— Only 26,200 lone parents in Scotland benefit from the childcare element of tax credits. The average
payment is £46.79.(8)

2.2 In Glasgow

— There are 27,900 lone parents, 46.4% of families.(9)

— Scottish Executive analysts have ranked areas of Glasgow where more than 50% of all families are
lone parents families. There are 113 data zones in Glasgow where lone parents make up 50% or
more of all families. They have also included the Scottish Index of Multiple Deprivation (SIMD)
ranking iwhich shows a clear link between deprivation and areas with high proportions of lone
parents. 88 (78%) of these 113 data zones are within the 200 most deprived areas of Scotland as
measured by the SIMD. There are a total of 6505 data zones in Scotland and the lowest ranking
of these 113 is 795.(10)

— Over 18,500 of Glasgow’s lone parents claim Income Support or Incapacity Benefits. Of these
around 4,100 claim IB or SDB.(11)

— Lone parents are 61.7% of all households with dependent children in Glasgow (GHA) social
housing.(12)

2.3 Lone parent Employment

2.3.1 Percentage of female lone parents in Employment.(13)

UK 56.6%
Scotland 49% (compared to 71% of women in two parent family households)
Glasgow 35%
Pollock 33% (13% f/t 20% p/t)
Easterhouse 28% (8% f/t 20% p/t)
Govan 24% 11% f/t 13% p/t)

2.3.2 Worklessness Rates Amongst lone parents by LA area

Lone parents are concentrated in areas of deprivation (33% live in the most deprived 15% of areas), but
rates of worklessness are much higher among the lone parent population in areas of deprivation than in the
area as a whole (figure below). This suggests that although being a lone parent is a barrier to employment
in itself, problems are compounded for those living in deprived areas. Glasgow City has the highest
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proportion of lone parents in its population (over 30%). Dundee, Inverclyde and West Dunbartonshire also
have concentrations of over 20% and 44.6% of the lone parent population reside in the seven CtOG target
A local authorities. See chart 2 below.(14)
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Chart 2.   Worklessness Rates Amongst Lone Parents by LA area

3. Lone Parents and Employability: The Barriers

3.1 Overview

Lone parents are clearly one of the key groups targeted by the range of welfare to work reforms. However
increasing lone parent employment cannot be achieved by simply carrying forward current policies. The key
issues for families are:

— High level of economic disadvantage amongst those out of work.

— Financial insecurity in an out of employment.

— High and increasing housing and childcare costs.

— Low pay-high turnover economy.

— Work-family balance.

— The issue of place.

As a result of the Government’s strategy 56.6% of lone parents in the UK are currently in work. This is
a significant improvement on the early 1990s when just over 40% were in employment. However research
by the Scottish Executive highlights that 49% of female Scottish lone parents are in employment and in many
local areas this can be as low as 24%.(15) There therefore remains a steep curve to reach the 70% target
particularly in the area identified by the Scottish Executive as Closing the Opportunity Gap priorities—
Glasgow, North & South Lanarkshire, Renfrewshire & Inverclyde, Dundee, and West Dunbartonshire. In
order to accelerate progress, more creative ways must be found to give lone parents the support they need
to move towards better paid, quality, sustainable employment—the type of employment which will support
the Government’s child poverty targets. This is particularly relevant to lone parents facing the multiple
barriers described below:

3.2 Stressors and strategies for coping

The factors that prevent LP’s from working are often present when they are forced to give up work.
Consultation feedback from focus groups, seminars, conferences and case studies organised by One Plus
show that lone parents face a range of stressors/barriers. These tend to have a cumulative impact, with many
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lone parents citing three or more of these stressors/barriers as reasons for not being able to work. An
individual lone parents employability depends on: Personal Attributes; Personal Circumstances;
Structural Aspects.

3.2.1 Personal Attributes (Self-esteem, confidence, essential, key and vocational skills levels, work
experience).

Many lone parents experience emotional barriers to work. They require time to adjust to their new
situation and remain out of the labour market during this period. Some find it hard to reconcile a caring
role in the absence of a partner with paid employment and are reluctant to leave their children.

Some lone parents entered lone parenthood after fleeing disruptive or even violent relationships that have
had an impact on self-esteem, self-belief and self-worth. For this group entering the labour market can be
extremely daunting; even attending interviews can be too intimidating. Some lone parents feel anxious at
the thought of leaving their child in somebody else’s care.

Confidence is also aVected by lack of up to date work skills or experience and a lack of suitable
qualifications. Many lone parents in contact with One Plus cite confidence as a significant issue for them.
Lone mothers are less likely to have higher education qualifications than partnered mothers and more likely
to have no qualifications. However, the percentage of lone mothers with no qualifications has fallen and in
addition, those having GCSE Grades A to C or equivalent have become the largest group. This trend may
well have helped to boost the numbers of lone mothers in work but it leaves those with no qualifications in
a harder to help category.

Personal attributes, ie the possession of skills and personal qualities such as motivation and flexibility
have long been seen as key to employability. Scotland’s economic success relies on the availability of a skilled
workforce capable of meeting the current and future needs of the economy. Essential skills, key skills and
vocational skills levels are critical areas for improvement, especially literacy and numeracy. One Plus aims
to oVer arange of services in response to these identified needs.

Improving employability through vocational training and employment programmes is a key service
delivered by One Plus. One Plus has developed a number of personal development, pre-vocational and
vocational training programmes designed to meet the needs of lone parents and others on JSA or Incapacity
Benefit. Over 2,000 people take part in One Plus learning activities. An Adult Literacy Worker supports staV
and users on issues around literacy and numeracy. The Fresh Start Initiative funded by the Scottish
Executive, aims to support lone parents by matching them with another parent (a mentor) who has come
through similar experiences.

The One Plus Open Learning Centre provides access to a variety of flexible learning opportunities
including basic as well as more advanced computing training.

The One Plus Personal & Social Development programme brings together pre-vocational and core skills
training including ICT for lone parents and other disadvantaged groups. This includes: First Steps which
is a short personal development course that focuses on confidence building skills, addressing barriers to
moving on and looking at new opportunities. Positive Options which is a longer course concentrating on
personal and social development, vocational guidance, ICT and often customised to meet the needs of
specific industries.

One Plus oVers vocational training courses (Level II, III & IV SVQ’s) in playwork, childcare, social care,
information and communications technology, management and community work. The “Getting Started In
Care” programmes bring together PSD, Social Care and Childcare to provide a short introduction to the
growing Care Sector. One Plus has also aimed to develop initiatives that provide work experience for lone
parents and others taking part in its training courses. The Scottish Executive Startingwell Health
Demonstration Project aims to provide support to vulnerable families through intensive Health Visiting and
community support. A key part of this is the development by One Plus of a new role of lay Health Support
Worker, who provides a range of practical and emotional support to families. This has been further
developed in West Dunbartonshire in partnership with the Social Work Department. A similar role of
Family Support Worker has been established and One Plus delivers this element of the Young Families
Support Project. (now called PACT).

3.2.2 Personal Circumstances aVecting employability (access to transport, childcare, caring responsibilities,
health, isolation, benefits trap/debt, poverty).

Personal circumstances aVecting employability include: the disincentive eVects of the “benefits trap”;
transport, childcare and physical and mental health.

Many lone parents express fear that they will be financially worse oV in work. Life on Income Support
provides low but predictable income. In order to work, lone parents must balance variable elements of
income such as wages, tax credits, in-work benefits, any maintenance received and housing benefit. In
addition, any gains made by working must take into account the costs of childcare and work expenses such
as transport and having to pay for school meals.

The income package supporting the transition to work is complex and lone parents require accurate
advice and guidance on how to put the package together and whether, taken together, they will be better
oV in work. It also takes time and experience to learn to manage the package as a whole.
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As part of its holistic approach, One Plus provides information, advice and counselling to both lone
parents and children. The lone parent Helpline funded by RBSG & the Scottish Executive deals with 3,000
enquiries a year. A specialist, social work service and dedicated welfare rights advisor are available, as well
as regular legal clinics for those needing legal advice. A Community Health Worker, funded by Sure Start
provides parents, carers and staV with information, advice and support, empowering them to make
informed choices related to their families’ health.

The link between health and employability has been recognised by Government. Various initiatives are
in place to tackle issues around health and employability. These cross-sectoral partnerships are working to
locally identified priorities supporting the achievement of the objectives governments aim to support more
people on sickness & disability benefits into the workplace. The One Plus 1-2-1 Health & Employment
Initiative, funded by RE-FOCUS engages with longer term sick/disabled lone parents in North West
Glasgow on a casework basis to enable them to move on into training, further education or work and shows
great success in improving the employability of lone parents living in targetted areas.

Mobility associated with transport constraints acts as a barrier to participation in the labour market.
Many facets of the issue aVect lone parents, particularly the availability and aVordability of transport,
including access to a driving licence, and the need to provide public transport at appropriate times to meet
childcare and employment commitments.

Childcare is a one of the largest barriers facing lone parents considering entering the labour market. A
recent focus group held by One Plus heard that many parents reported not being able to find childcare when
they wanted it. Many reported that it was for work-related reasons that they wanted childcare. Shortages
are particularly acute in deprived areas. Many actively looking for work said the scarcity or cost of childcare
was stopping them getting a job. The pressure is greater for those who planned to start looking for work
in the next few months. Many lone parents prefer informal childcare arrangements with family or friends.
However, such arrangements do not attract any government financial help.

Our Childcare Buddies service based in Paisley aims to provide information, advice and guidance on
availability and cost of childcare to parents. Every individual referred is allocated their own caseworker who
supports them as they progress, identifying their childcare needs.

One Plus has also contributed to increasing the availability of childcare in areas where there are a high
number of one parent families. Through the development of an ILM model, One Plus has developed 30 Out
of School Care Services and eight Child & Family Centres. The most recent being the purpose built James
MoVat Child & Family Centre in Ardrossan. This project is a partnership with Cunninghame Housing
Association and oVers an holistic service to lone parents and their children in the Three Towns.

3.2.3 Structural Aspects/ Managing the Labour Market (Availability of employment opportunities near to
where lone parents live/ government interventions) “Making Work Pay”—where employment is located, in-
work costs (housing, childcare, school meals)—is a key issue for lone parents. Research shows the majority
of lone parents live in areas where there is a shortage of jobs.

One Plus has continually developed initiatives that provide employment opportunities for lone parents
and others taking part in its training courses in the communities where they live. One Plus Care Services was
specifically developed as a pathway into employment for completers of Social Care Courses. It provides care
services to those who require care in the community. The One Plus Glasgow Sitter Service provides support
within the families own home, through the Working for Families Fund, to families that require childcare
support to access or maintain employment or further education. Our childcare services employ hundreds of
lone parents and others to deliver our daycare, out of school care and sitter services.

Navigating transitions from benefit to work can form serious barriers to lone parents moving into and
staying in employment. The One Plus Sustainable Employment & Careers Services aim to provide support
to lone parents returning to employment both prior to employment and when in work. This twin track
approach, enables lone parents not only to return to work, but also to sustain work over time. The next
section gives feedback on three key government interventions.

4. Government Initiatives

This section covers three main areas of relevant policy which includes: welfare reform; the cities strategy
and WorkForce Plus

4.1 New Deal for Welfare: Empowering people to work proposals for lone parents includes:

— Work-focused interviews every six months from 2007 for claimants whose benefit has been in
payment for at least a year and whose youngest child is aged less than 14.

— Mandatory Work-focused interviews every three months for claimants whose youngest child is at
least 11, initially in Work-Related Activity Premium pilot areas.

— Piloting more intensive support during the first year of a claim.
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— Piloting a new Work-Related Activity Premium for those whose youngest child is at least 11 years.

http://www.dwp.gov.uk/aboutus/welfarereform/foreword.asp

4.1.1 Readiness for Work

One Plus welcomes the recognition that there are often a variety of pre-employment stages that lone
parents need to take before they enter paid work, and the idea of a pathway into work rather than a single
entry point. Through many years of experience One Plus has developed a model, which demonstrates that
providing a continuum of support and training creates pathways to sustainable employment. “The Training
and Employment Continuum” links together group-based pre-vocational training, vocational training and
employment, as well as access to specialist advice, and a range of support including travel, childcare,
mentoring, aftercare and in work support.

4.1.2 Engagement in work-related activity should remain voluntary

Compulsion will cause further apprehension and financial uncertainty for lone parents and their children.
When benefit is reduced as a result of non-appearance at work-focused interviews this adds severe pressure
to families who are already living under extreme hardship. Engagement in work-related activity should
remain voluntary.

4.1.3 Work-Related Activity Premium

One Plus support the concept of the Work-Related Activity Premium. However, it should be available to
all lone parents on an opt-in basis. Family situation is more important than the age of children.

The £20 premium is not suYcient for lone parents and will not oVer any significant value to household
income. In relation to job-related activities it is essential that there is funding for childcare over and above
the proposed £20.

Payment 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.

4.1.4 Skills Shortages

There is concern that the New Deal for lone parents fails to respond to identified skills shortage, and that
it is already under-resourced. Support would be more eVective if there were more prominence on access to
skills training, relevant to the characteristics of local labour markets.

4.1.5 Resources

The freezing of Jobcentre Plus’ budget is impacting negatively on their means to deliver positive
employment outcomes for lone parents. An extension of work-focused interviews will not be the best use of
any additional resources and should be abandoned.

4.1.6 Employers

Increased lone parent employment requires more good quality, flexible jobs and employers should to be
scrutinized to ensure that they are sincere and deliver flexible working.

Employers have a responsibility to provide well-rewarded, sustainable, family friendly job opportunities
for lone parents. For example flexible workforce practices should enable 10 am to 3 pm working hours,
across term time, to be available.

4.1.7 Childcare

The clearest constraint for any lone parent remains, despite progress in recent years, a lack of childcare.
Research suggests that the costs of childcare are still too high for some. Concerns about the quality and cost
of childcare act as a major deterrent to employment. Day Care, After-School, half-term and holiday
provision all remain an issue. A key issue is also accessible childcare for children with disabilities. This is a
major barrier for these parents returning to work. Continued investment in aVordable, flexible childcare and
the development of the childcare workforce will be crucial for any strategy to support lone parents into
employment.

Childcare should also be available for lone parents who wish to take up training or continue their
education before returning to work.

4.2 DWP Cities Strategy

http://www.dwp.gov.uk/mediacentre/pressreleases/2006/jul/fmc080-270706.asp

As part of the Government’s plans to reduce incapacity benefit claimants by one million within a decade
and reach a 70% employment target for lone parents, a £5 million pilot scheme will enable funding for
services like training and skills to be distributed locally. Secretary of State John Hutton recently announced
the names of the 13 successful cities and towns that will be given greater freedom to provide individually
tailored programmes and solutions to tackle the specific problems that have stopped people from getting
into work in that area.
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The successful areas granted Cities Strategy pathfinder status submitted plans to pool resources and
expertise. Areas that are successful in meeting targets agreed with Government will be eligible for additional
funding that can be re-invested into local services and priorities. The successful cities in Scotland are
Dundee, Edinburgh and Glasgow.

4.2.1 Key Flexibilities, Constraints and Changes in Glasgow

The following section describes key flexibilities that need to be introduced, constraints that should be
removed and other changes required to make it easier to support lone parents in the Glasow City’s move
towards sustainable employment.

The potential contribution of social economy organisations may be constrained because they are not as
yet key partners in developing the strategy for Glasgow. Local service delivery organisations and voluntary
groups are in the process of developing a relationship with the emerging social and economic strategies in
the city. It is more diYcult for city-wide agencies/specialist organisations to contribute if a purely local
community model is progressed.

Glasgow City Council has a leading role in Workforce Plus and its implementation and is therefore a key
to ensuring the social economy sector organisations such as One Plus are involved where appropriate. This
would facilitate practices, which are set within an Employability Model for lone parents, which includes:

— A holistic, integrated response, which is based on an understanding of the complex factors,
associated with an individual lone parent’s capacity to obtain and sustain employment.

— Partnership approach, which involves cross-sector working to maximise lone parents’ access to
appropriate resources.

— The involvement of staV that have an understanding of the issues facing LP’s.

Lone parents are a key target group for Government welfare to work policies. Glasgow has a particular
need to focus on one parent families because of their high representation in the poorest areas of Glasgow.
Scottish Executive analysts have ranked areas of Glasgow where more than 50% of all families are lone
parents families. There are 113 data zones in Glasgow where lone parents make up 50% or more of all
families. Researchers have also included the Scottish Index of Multiple Deprivation (SIMD) ranking, which
shows a clear link between deprivation and areas with high proportions of lone parents. 88 (78%) of these
113 data zones are within the 200 most deprived areas of Scotland as measured by the SIMD. There are a
total of 6,505 data zones in Scotland and the lowest ranking of these 113 is 795.(16)

4.2.2 Flexibility in Benefit Payments

Lone parents need to have a stable income during the transition into sustainable employment. This can
be achieved by continuing payments of key benefits until Working Tax Credits, reassessed Housing Benefit
and first full salary have been paid. This also applies to payments for Child Care in the interim until
Childcare Tax Credits payments are received. At the moment there is a great deal of inflexibility within
Jobcentre Plus and the Advisor Discretionary payments. Jobcentre Plus also needs to be more up front
about what is available for clients to support the transition into employment.

This will reduce the fear factor of being left without money during the transition into employment and
will enable lone parents to sustain employment as they will not then be going further into debt as a result
of taking up employment.

Lone parents have their children to support and usually are fiercely protective of them so will not doing
anything that will be detrimental to their families. The cultural change within organisations like Jobcentre
Plus and HMRC is necessary to introduce this kind flexibility.

4.2.3 In-Work Costs Constraints

Making work pay involves addressing issues around in-work costs (housing, childcare, school meals,
travel) are all key constraints. Strategies are required to subsidize in-work costs and include:

— targeted transport schemes linked to employment (USA examples);

— increasing the supply of free, flexible quality childcare;

— universal free school meals for all primary children would reduce in work cost for working
parents; and

— revisit research by GCC that detailed the economic case for disregarding tax credits in the
calculation of housing benefit.
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Benefit claimants are often not convinced of the economic advantages of taking up employment and this
is a barrier in itself. Moreover lone parents often find employment is not sustainable as in-work costs, which
have been underestimated, mean they are not much better oV. These proposals may be seen to be against
prevailing orthodoxy—particularly those oVering a universal approach. However, there is sound research,
which lays out the economic as well as social arguments for a universal approach to: childcare & school
meals as well as the changes to the calculation of housing benefit.

A potential diYculty is that much of the focus of welfare reform, employability and economic
regeneration concentrates on claimants of JSA and those on sickness and disability benefits.

Lone parents do not appear to have the same priority status as other target groups even though, 40.1 of
all households with dependent children in Glasgow are lone parent households compared to 22.6% in the
rest of Scotland. For Council (now GHA) housing the figure is 61.7% in Glasgow and 49.3% in the rest of
Scotland.(17)

4.2.4 Flexibility in aftercare and in-work support

More investment in sustainability is required to ensure employment, which is sustainable for lone parents.
We require a more medium/long term approach to aftercare and in-work support, which oVers a one to one
caseworker approach provided by trusted intermediaries. Developing in-work coping strategies by
providing support and access to services/other resources at times of crisis is crucial to achieving sustainable
employment. Barriers to work do not necessarily go away when a benefit claimant finds a job. A focus on
in-work coping strategies has not until now been given the priority it deserves. Research has shown that this
is a very crucial element of the continuum of support required to ensure lone parents sustain employment.
However the benefits of this approach requires further dissemination.

4.2.5 Flexibility to oVer more intensive support for mini-jobs

More intensive support for mini-jobs is required. Many lone parents wish to take up employment, which
is less than 16 hours. They are constrained from doing this because support for childcare is geared to those
working over 16 hours through childcare tax credits. Payment for childcare should be available to those
parents working less than 16 hours. The financial incentive through earning disregards should also be
increased.

These flexibilities have the potential to eVectively address the barriers to employment of the most
disadvantaged families. lone parents who say they want to work are not necessarily able to work full time
given their caring responsibilities. This proposal may be seen as acting as a disincentive to full-time work.
However for many LP’s mini-jobs are a stepping-stone to full-time employment.

City strategies should look at eligibility criteria for help with childcare costs, and the availability of mini
jobs through employment in the public sector. In a wider sense there is an imperative to revisit the childcare
strategy to ensure it meets the needs of lone parents wishing to return to employment.

4.2.6 Flexibility to oVer targeted support during transitions to employment

Lone parents furthest from the Labour Market do not easily fit a model which is target driven based on
short-term into work outcomes. Measures of Distance Travelled are required to be agreed by funders to
enable a common set of indicators, which delivery agencies can work to.

Investing in support for lone parents who have to negotiate there way through a series of transitions to
achieve employment will have long-term benefits both for the families involved and the communities they
live in. Engagement, assessment personal development and mentoring activities are all aimed at those lone
parents, who are the hardest to reach, have the highest level of disadvantage, are the least work ready and
cannot aVord childcare.

Lone parents require a holistic, integrated response, which is based on an understanding of the complex
factors, associated with an individual lone parent’s capacity to obtain and sustain employment. At the core
of the approach is the view that the most successful models oVer an integrated training & employment
continuum, which creates pathways to sustainable employment. This links engagement and assessment with
lone parents in their own local community to mentoring or group-based, pre-vocational training, and oVers
a ladder up to further opportunities across a range of options including volunteering, vocational training,
employment or further education. Low motivation rather than being a barrier in itself is a result of a range
of other obstacles lone parents face. Prioritisation of work above other potential outcomes such as
mentoring, PSD or training and education further discourages less confident lone parents from using
support services.

Without increased support for lone parents increasing benefit conditionality will put children at risk and
increase hardship and poverty. Pressurising lone parents into work without boosting their skills or career
prospects can lock them into dead-end jobs and entrenched poverty.

4.3 Workforce Plus

http://www.scotland.gov.uk/Publications/2006/06/12094904/0

The Scottish Executive says it wants employers to recruit from a labour market pool, which includes
people who may not have been considered previously—such as lone parents, Incapacity Benefit clients and
those who are disabled.
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The Workforce Plus proposals highlight that there have been achievements since 1999 in helping people
move from welfare to work. A reduction in the child poverty statistics has been one important result. But
there are still too many obstacles for most lone parents who want to enter or return to the world of work.
The Government has a target of getting 70% of LP’s into work by 2010.

The Workforce Plus document says the formation of a National Workforce Plus Partnership will provide
leadership, strategic direction and support for the local partnerships. All the key agencies in Scotland will
be represented and will ensure that their organisations are able to participate and deliver joint planning at
the local level. It is important that social economy organisations are represented in both national and
local fora.

4.3.1 Employment Targets

A target has been set of helping a further 66,000 individuals, in seven local government areas, to move
from benefits to work by 2010. This is the sum of local targets agreed with the seven areas, and represents
a 26% reduction in benefit claimants in those areas.

The SE has a shared target to eradicate child poverty by 2020. The Workforce Plus document says “by
March 2008, the aim is to increase by 15,000 the number of parents from disadvantaged areas and groups
entering or moving towards employment, by removing childcare barriers, thus supporting the UK target of
70% of lone parents being in employment by 2010.”

The achievement of these targets would be facilitated by the participation of specialist lone parent
organisations such as One Plus who can oVer a holistic approach and a continuum of services to lone parents
and their children. Monitoring and review of lone parent specific targets across all local partnerships will
be important in measuring the success or otherwise of local strategies.

4.3.2 Childcare

The Work Force Plus strategy points out that proposals in the Welfare Reform Green Paper will
encourage and reward lone parents for activities, which prepare them for work. The Executive will support
this with their policies on childcare provision, and education and skills.

The Scottish Childcare Strategy aims to provide aVordable, accessible, good quality childcare in every
neighbourhood, supported by Childcare strategy funding from the Executive to local authorities. Childcare
has an important role to play in labour market growth and family prosperity by helping people back into
work or training as well as supporting childcare businesses. The Working for Families programme
supplements this with further support for parents in disadvantaged areas and groups. The childcare element
of working tax credit aims to support those on a low income to get the aVordable and flexible childcare
they require.

Many practitioners in the field of childcare argue that the Scottish Childcare Strategy needs to be re-
visited to ensure it meets the needs of non-working as well as working parents.

4.3.3 Funding

There is a significant contribution to a variety of programmes through ESF funding. The exact funding
for Scotland from ESF has not yet been agreed for 2007 to 2013. Employability will be one of three key
elements/priorities in the new programmes. The funding under this priority will be clearly linked to the aims
and targets of the Employability Framework in the future. ESF funding withdrawal will leave a major
funding gap for some of the key social economy organisations involved in employability services.

5. Recommendations

5.1 Service Delivery Focus

5.1.1 Prioritising Specific Groups of lone parents

There are at least three broad groups of lone parents on Income Support:

— Those who are job ready but have not made the decision to work;

— Those who face some barriers to employment but with the right support and development might
be encouraged to take up employment or enter the New Deal for Lone Parents; and

— Those who face multiple barriers to employment and are the least confident about moving oV
benefit.

Given limited resources, it may be useful to set priorities or to target a specific group of lone parents.

5.1.2 Stages of intervention

As lone parents move from simply coping with life to work readiness, they progress through diVerent
stages. While each stage diVers depending on the individual’s background and circumstances, there are three
that are particularly relevant to lone parent Employability:

— Pre-New Deal For lone parents: support to build confidence and self-esteem, raise aspirations,
increase numbers choosing to enter New Deal;
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— New Deal For lone parents: information and guidance, referral to services and training, job search
assistance; and

— Post New Deal For lone parents: in-work support to manage personal and job pressures,
encourage continued career progression, increase job retention.

In response service delivery should oVer an holistic, integrated response, which is based on an
understanding of the complex factors, associated with an individual lone parent’s capacity to obtain and
sustain employment.

5.2 National Programmes (UK/Scottish)

5.2.1 Range of support Services

Overall there should be improved access to realistic activities and proven services that have the confidence
of lone parents and which have the capacity to engage and support at each stage, including post
employment. The best way of providing a flexible range of support services is through a diverse range of
providers. However, many lone parents prefer to have the support of a trusted intermediary. In many cases
the voluntary sector will be best placed to provide the sort of personalised support that expanded
programmes will require.

An eVective mixed economy will develop on the basis of contracts which are not solely commissioned on
the basis of lowest cost. The current contract culture tends to favour larger organisations and the private
sector. Any system of outcome-based payments must account for the full range of value added by the
provider.

In developing this national strategy, the Government should consider elements such as a focus on moving
people who are most disadvantaged in the labour market towards work readiness rather than into immediate
employment. Target could prioritises those furthest away from work and focus on services that go out and
engage with those lone parents, rather than always expecting disadvantaged lone parents to come to them.
In addition if greater numbers of services are contracted out, the structure of the contracts for lone parents
will be extremely important. At present, providers feel that there are insuYcient financial incentives to
resource moving the less job ready lone parents towards work.

5.2.2 Work Related Activity

There should be a recognition that there are often a variety of pre-employment stages that lone parents
need to take before they enter paid work, and the idea of a pathway into work rather than a single entry
point. Engagement in work-related activity should remain voluntary. The Work-Related Activity Premium
should be available to all lone parents on an opt-in basis. The £20 premium is not suYcient for lone parents
and will not oVer any significant value to household income. In relation to job-related activities it is essential
that there is funding for childcare over and above the proposed £20.

More prominence on access to skills training, relevant to the characteristics of local labour markets is
needed.

An extension of work-focused interviews will not be the best use of any additional resources and should
be abandoned.

Lone parents furthest from the Labour Market do not easily fit a model which is target driven based on
short-term into work outcomes. Measures of Distance Travelled are required to be agreed by funders to
enable a common set of indicators, which delivery agencies can work to.

5.2.3 Workforce Plus & City Strategy & ESF Funding

Lone parents are a key target group for Government welfare to work policies. Glasgow has a particular
need to focus on one parent families because of their high representation in the poorest areas of Glasgow.

City strategies should look at eligibility criteria for help with childcare costs, and the availability of mini
jobs through employment in the public sector.

The formation of a Scottish Workforce Plus Partnership aims to provide leadership, strategic direction
and support for the local partnerships. All the key agencies in Scotland will be represented and will ensure
that their organisations are able to participate and deliver joint planning at the local level. It is important
that social economy organisations are represented in both national and local fora.

Monitoring and review of lone parent specific targets across all local partnerships will be important in
measuring the success or otherwise of local strategies.
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There is a significant contribution to a variety of programmes through ESF funding. ESF funding
withdrawal will leave a major funding gap for some of the key social economy organizations involved in
employability services. This should be addressed by the Scottish Executive.

5.3 Benefits System/In-Work Costs

5.3.1 Individualisation of benefits and taxation must move forward in the so that all individuals are entitled
to support in their own right and the dependency model currently prevailing ends.

5.3.2 Lone parents need to have a stable income during the transition into sustainable employment. This
can be achieved by continuing payments of key benefits until Working Tax Credits, reassessed Housing
Benefit and first full salary have been paid. This also applies to payments for Child Care in the interim until
Childcare Tax Credits payments are received.

5.3.3 Local/City initiatives to subsidise in-work costs should be oVered financial support from central
government.

5.3.4 Housing Benefit should be adapted to support those moving from welfare to work. The one Month
run on of Council Tax Benefit and Housing Benefit is seen as being helpful, but a three-month run on of
Housing and Council Tax Benefit would reduce the prospect of incurring rent arrears. This would allow the
person to get used to a monthly salary, ensure they had their Tax Credit payments set up. There is sometimes
a delay in receiving Tax Credit payments.

The design and delivery of Housing Benefit and how it interacts with Tax Credits should be reformed to
provide immediate and reliable support for all those on Income Support and low income, including those
with mortgages. Sustainable employment would be made more achievable if the income from Tax Credits
and all child care costs was disregarded when calculating Housing Benefit for those moving into
employment.

There remains a gap in assistance to those who work over 16 hours a week and have housing costs as
homeowners. Lack of reform in this area runs counter to the Government’s wider objectives of promoting
welfare to work and reducing child poverty, especially since homeowners comprise half of all the poorest
households. It is therefore necessary to improve transitional provision for mortgage payments—many lone
parents are owner-occupiers because of the transfer of the family home.

Housing benefit for full-time students should be simplified. Housing costs are one of the key issues raised
by lone parent students who aim to improve their qualifications and therefore access to higher paid
employment.

5.4 Childcare

Childcare costs and availability issues must be addressed immediately by the Scottish Executive if lone
parents are to find social inclusion and economic independence. Accessible and aVordable childcare is
central to a strategy to end child poverty. This is largely because of the importance of parents working, but
a related issue is that where childcare remains expensive relative to available wages, parents may have the
option of working but this will not allow them to escape poverty.

EVorts both to boost supply and to finance demand have been positive yet have fallen short in diVerent
ways. On the supply side, provision remains uneven. The development of childcare services aims to ensure
that all communities are covered, but this is not the same as ensuring that all individuals receive adequate
options. On the demand side, subsidies through tax credits have paid 70% of eligible costs for people on low
incomes, but still leave childcare expensive to many users compared to other countries. The subsidy rate and
ceiling on costs are now increasing and this may help. However, it remains unclear to what extent current
policy will increase employment rates and improve net earnings for those entering jobs—and thus the
contribution that these policies will make to ending child poverty.

Continued investment in aVordable, flexible childcare and the development of the childcare workforce
will be crucial for any strategy to support lone parents into employment.Childcare should also be available
for lone parents who wish to take up training or continue their education before returning to work.

5.5 Training & Education

Education and training access is the route to economic independence and a means of breaking the poverty
cycle. Early school leaving patterns must be addressed—providing access to return to education is vital;
ensuring young girls don’t leave school early is also vital. Early school leaving prevention programmes
aimed at young women should be developed and supported.

5.6 Employability

Programmes to support confidence-building of lone parents are a vital stepping stone to help lone parents
rebuild their confidence in themselves and their ability to support their families into the future. This includes
mentoring initiatives as well as PSD initiatives. The development of soft and hard skills at appropriate points
and the development of job search and work experience at appropriate stages.
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More investment in sustainability is required to ensure employment, which is sustainable for lone
parents. We require a more medium/long term approach to aftercare and in-work support, which oVers a
one-to-one caseworker approach provided by trusted intermediaries.

5.7 Employment and Work Life Balance

Renew eVorts to improve women’s pay, access to childcare and family friendly employment which can
also help future parents to thrive in the labour market.

Employers have a responsibility to provide well-rewarded, sustainable, family friendly job opportunities
for lone parents. For example flexible workforce practices should enable 10 am–3 pm working hours, across
term time, to be available.

5.8 Health

The fact that most lone parents are women is important to understanding why so many one parent
families are poor. Women are likely to earn significantly less than men and likely to be in low paid work
which has poor terms and conditions. The responsibility for the sole care and cost of children along with
the lack of aVordable, flexible childcare and family friendly employment leads to reliance on Income
Support and the associated unemployment and poverty traps.

Lone parents fall into a “hardship trap” which means they suVer severe hardship, poor housing, and in
the end ill health This in turn leads to low self-esteem, a lack of confidence and isolation, which are barriers
to training, education and employment opportunities.The link between poverty and ill health is well
documented. It is of some consequence that one parent families are one of the groups most vulnerable to
poverty. Welfare to work policies such as the New Deal for lone parents must take into account the fact that
lone parents are particularly vulnerable to illness, that this is largely related to poverty and the very specific
pressure of lone parenthood. Evidence suggests that further investigation into the health of lone parents is
essential.

There are also broader policy considerations, and a number of points should be brought to the attention
of policy makers. Recognition:

— of high levels of poverty among lone parents and the subsequent impact on health;

— that ill health will impact on a person’s ability to work or train and the implications this may have
for other Government initiatives;

— of the lack of research into the health of lone parents in Scotland;

— that policies aimed at promoting a healthy lifestyle need to be planned and implemented at a
local level;

— that young single mothers need extra support because of the health pressures they face; and

— that ill-health leads to social exclusion and impacts on every facet of an individuals life.

5.9 Housing

Lone parents have often experienced overcrowded accommodation or has been forced into more insecure,
expensive and poor quality privately rented housing. But acquiring a tenancy is only the first hurdle.
Applying for Housing Benefit can be a lengthy and anxious process. Delay can lead to eviction notices being
issued. Private landlords are especially intolerant of delays and may refuse tenancies to lone parent families
on Housing Benefit. The interaction between housing and other benefits and tax credits can limit how much
better oV lone parents are as they move into work. Lone parents who are owner-occupiers do not receive
adequate support for housing costs whilst having to meet the full cost of repairs and maintenance through
the more expensive private sector. They are adversely aVected when they move into work by loss of support
for mortgage interest repayments.

Housing provision for lone parents must address housing list allocation, social housing allocation and
aVordability, if lone parents are to have the security of tenure so fundamental to all individuals and families.

5.10 Information and Advice

Access to specialist advice when needed before and after entry to employment, including information
about relevant skills training, financial advice about debt or benefit entitlements, childcare and information
about sources of help for people with housing diYculties.

6. Conclusion: Looking Ahead—The Interaction Between “Care Work” and Paid Employment

The Scottish Executive Employability Interventions Work Stream report includes a summary of recent
evaluation evidence on the percentage of clients from various programmes who move into employment.(18)

What this shows is that there considerable variation in the proportion of clients finding work across
programmes—and significantly the report points out that there has been no instance of a programme
achieving more than 50% of clients into work. However with regard to lone parents we are now at a stage
beyond “cherry picking”. Achieving the target requires much faster progress but those LPs out of the labour
market are:

— Hard to reach.
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— High level of disadvantage.

— Least work ready.

— Cannot aVord childcare.

Moreover lone parents are twice as likely to “cycle” between work and welfare and therefore the issue of
sustainable employment and aftercare are crucial.(19) This brings to light the complex issue of the interaction
between “Care work” and paid employment and “time and income poverty” Understanding better how to
enable this crucial interaction is key to achieving the child poverty target and enabling lone parents into
sustainable employment.

The current policy model in UK and EU is that of the “adult worker model” and assumes that formal
care is enough, viable, desired and eVective and ignores the intimate nature of parenting.(20) A move towards
an individual worker/carer model has the potential to eVectively address the barriers to employment of the
most disadvantaged families. At the core of the approach is the view that the most successful models oVer
an integrated training & employment continuum, which creates pathways to sustainable employment. This
links group-based, pre-vocational training, with vocational training & employment and access to a range
of support mechanisms including specialist advice, childcare, mentoring, travelling expenses and aftercare.

October 2006
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FAIR CITIES

Introduction

Fair Cities is a ground-breaking initiative to help disadvantaged members of ethnic minorities get, stay
and advance in work. Fair Cities is also about systemic reform—engaging employers to improve the
performance of the employment and skills system.

In practical terms, each Fair Cities project is built around a board of local employers who provide
intelligence about employment needs, access to job vacancies, and practical guidance for the welfare-to-
work system. A small staV carries out the plans that the board develops.
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But alongside these aims in specific locations, Fair Cities as a whole also pursues a wider policy objective.
This is to demonstrate the value of demand-led strategies, both for employers and for disadvantaged people.
In this way, Fair Cities aims to change the guiding philosophy of the welfare-to-work system, so that
employers come to be seen as key stakeholders.

Hence, while Fair Cities focuses specifically on ethnic minority communities, it has the potential to
improve the welfare-to-work service for all people facing the dual barriers of disadvantage and
discrimination.

The purpose of this note is to provide the background to the initiative; to describe its objectives and design
principles; and to outline the roles of local boards and national partners. As Fair Cities moves from design
into full operation, further reports will assess its performance and cost-eVectiveness, and set out its wider
implications for the design of welfare-to-work and workforce development.

Background

In the next decade, 50% of the growth in the UK’s workforce will come from Black and ethnic minority
communities. In London and Birmingham, ethnic minorities now comprise 30% of the population; in some
inner-city areas, ethnic minority residents represent a substantial majority population.

There are significant variations between ethnic minority groups but on average, Black and Asian people
are at a distinct disadvantage in the labour market.

On average, there is a 16 percentage point gap in the employment rate of ethnic minorities (59%) and that
of the overall population (at 75%). The employment rate for some groups is even lower at 39% for
Bangladeshis, 65% for Black Caribbeans and 55% for Black Africans. The gap is not new: it has persisted
for the past 20 years and, without significant action, it is unlikely to change for decades to come.

Most publicly-funded measures designed to address this problem focus on the supply side—on improving
community outreach, basic skills provision and job search. Few make a concerted eVort to use employer
action and the pull of the labour market to increase the numbers of disadvantaged ethnic minorities who
enter and progress in work.

In 2003, seeking a fresh approach, the National Employment Panel (NEP) commissioned international
research. The objective was to identify the best examples of where business leadership, combined with
strategic planning and eVective delivery, resulted in measurable increases in employment, retention and
advancement for ethnic minorities residents.

The resulting report, Fair Cities: Employer-led EVorts that Produce Results for Ethnic Minorities,204

identified the common characteristics that are present in the most successful case studies identified in the
UK, the Netherlands, Germany, the US and Canada. These five characteristics are described in Annex A.

Using these characteristics as the framework for Fair Cities, the NEP developed a proposal for three pilot
projects. The proposal was approved by HM Treasury in the 2004 Budget and funded by the Department
for Work and Pensions. Working in close collaboration with Jobcentre Plus and the Learning and Skills
Council, the Panel began the development process in Bradford, Birmingham and the London borough of
Brent early in 2005.

What is Fair Cities?

Fundamentally, Fair Cities is a “deal” between employers and the local employment and skills systems—
a deal in which jobs are oVered in return for qualified candidates. At the same time, it is designed to improve
the performance and relevance of public employment and training systems by locking them into labour
market demand.

Fair Cities is distinctive because it is demand-led—that is to say, it considers the employer to be its key
customer. Fair Cities programmes use the hiring requirements of employers to define the basic standard of
job readiness. And they involve local employers in the design of training and work experience to meet this
standard.

This commitment to being demand-led is reflected not just in the way Fair Cities designs and delivers its
programmes, but also in the way it is established and governed. Each Fair Cities Board is composed of chief
executives of leading employers from both the private and public sectors. These top executives understand
business needs, can influence the way local jobs are filled, and are best placed to tackle employer
discrimination.

In short, Fair Cities engages employers at all levels. It does this because of the conviction that the better
the supply system meets the needs of employers, the better it will help disadvantaged people to succeed in
the workplace.

204 Fair Cities: Employer-led EVorts that Produce Results for Ethnic Minorities, March 2004, prepared by Jobs for the Future
for the National Employment Panel.
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Fair Cities Objectives

Each Fair Cities initiative is focused on narrowing the employment gap for Black and Asian ethnic
minorities in its area. This gives it a clear purpose and way of measuring progress. Within this overall
purpose Fair Cities has three specific objectives.

The first objective is to increase the number of disadvantaged ethnic minority residents who gain steady
work and new careers. This is achieved through three main strategies:

— meeting employer demand for job-ready candidates;

— encouraging fair and eVective employer recruitment and promotion practices; and

— increasing the responsiveness of the local employment and skills system to business and ethnic
minority needs.

The second objective is to test the eVectiveness and value-for-money of the demand led approach in
tackling disadvantage in the labour market.

The third objective is to apply practical lessons from the development and implementation of Fair Cities
throughout the welfare-to-work system.

Fair Cities in Practice

Local Governance

Each of the three Fair Cities initiatives is overseen by a Board of Directors. The Boards are composed of
chief executives and owner managers of local employers, in both private and public sectors. Members are
acknowledged leaders in their fields, with the stature to influence both local recruiting practices and also the
performance of the employment and training system.

Working in close collaboration with public and community leaders, the role of each Board is to:

— set a clear strategy, with measurable goals, for closing the local employment gap;

— approve and oversee performance of the local Fair Cities strategy and business plan;

— promote the Fair Cities initiative to local employers; and

— ensure that public agencies, community organisations and local residents are fully engaged.

Each Board is supported by a Fair Cities director and small staV. The responsibility of the Fair Cities team
is to:

— engage employers with high demand occupations in the Fair Cities initiative and provide assistance
in recruitment, selection and retention;

— work with employers and partner organisations to design and implement demand-led provision
for key occupations;

— manage and report performance results; and

— manage communications and relationships with local stakeholders.

Programme Design

Fair Cities programmes are demand-led—designed by employers to prepare disadvantaged people for
specific jobs that need to be done. They are based on the concept of an end-to-end “pipeline” which begins
with outreach in low income neighbourhoods; continues with assessment, case management, work
experience, basic skills and occupational training; and extends into the workplace and continuing career
development. Importantly, Fair Cities staV are also responsible for working with local firms to ensure they
are using fair and eVective human resource practices.

Performance Objectives

Fair Cities is designed as a high performance initiative with standards that exceed most national
programmes.

A set of key targets has been established to ensure the pilot serves employers eVectively; reaches the most
disadvantaged and delivers relative value for money.

The targets for this operational year are:

1. Job Entry Target: Fair Cities will achieve 2,400 job entries.

2. Ward Target: 65% of all job entrants to be from target wards (using ward as a proxy to reach
disadvantaged ethnic minorities).

3. Retention Target: 70% of all job entries are retained in employment at 13 weeks.



3500383030 Page Type [O] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Work and Pensions Committee: Evidence Ev 299

4. Interview Conversion Target: 70% of all people sent to employer interviews start work with that
employer.

The job entry target has been established using a benchmarking model to compare favourably with
mainstream costs per job and estimated added value. Performance is tracked by ethnicity. In addition, case
studies are developed to illustrate and explore changes in employer recruitment and retention practices.
Annual performance will be reported publicly and an independent evaluation of local performance will be
conducted in each of the three localities.

Capacity Building and Knowledge Development

Some of the organisations providing Fair Cities outreach and training are from the voluntary and
community sector. While most are expert at reaching disadvantaged residents, few are experienced in
engaging employers, undertaking demand-led strategies, or achieving Fair Cities performance standards.
To address this problem and with funding support from the Home OYce, the NEP developed the Working
Ventures UK (WVUK) initiative.

Operated in collaboration with the Black Training and Enterprise Group and Public/Private Ventures in
the US, WVUK is designed to build the capability of providers to improve employment rates for
disadvantaged jobseekers while meeting employer requirements for productive staV. Findings and
recommendations for expanding this project into a national strategy for the voluntary sector will be made
in 2006–07.

A prime objective of Fair Cities is to test the proposition that demand-led strategies produce higher
performance outcomes for disadvantaged groups than those that are supply-driven. As well as
understanding the lessons of what works, it is also critical to share them with the wider welfare-to-work
community. Using a grant from the European Commission, Fair Cities will disseminate the lessons from
Fair Cities to other European countries and, in turn, use their experience to enrich policy and local provision
in the UK.

National Oversight and Funding

Fair Cities is a partnership between the National Employment Panel and Jobcentre Plus, working in close
collaboration with the Learning and Skills Council and the OYce of the Deputy Prime Minister. It is
overseen by a National Steering Group, chaired by John Clare, Chief Executive of Dixons Plc, and
composed of senior oYcials and employers, including the chairs of the three Fair Cities local boards.

The Steering Group is supported by a national Fair Cities Director and small team which is responsible
for management of the initiative. Key responsibilities of the national staV include:

— establishing national policy, systems and performance framework;

— securing national funding;

— monitoring programme and financial performance;

— supporting Ministers and resolving policy and operational problems;

— promoting the programme to national employers; and

— ensuring emerging lessons are disseminated eVectively.

Fair Cities is a small initiative. Total Government funding is £8.34 million over three years. Essentially,
however, these funds are seed capital. They are used by each local Fair Cities project to leverage existing
funding streams from sources such as Jobcentre Plus, the local LSC, and the European Social Fund.

Fair Cities Today

Fair Cities service delivery began in October 2005 and has been gaining momentum slowly since then.
Performance headlines as of September 2006: Fair Cities has helped 248 people into jobs, 82% of whom are
from ethnic minority communities. To date, 66% of candidates interviewed starting work at an average
hourly wage of £7.43.

Emerging Lessons

It is still early days in terms of the application of what we are learning to the mainstream system. However,
important lessons do seem to be emerging.

Where pipelines are eVective and the jobs of suYcient 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 per annum)
and with Openreach at (£21,000 per annum). 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.
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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. It is investment in
skills and commitment for employer engagement rather then the costs of delivering customised training that
appear to be the limiting factor, although one encouraging sign is that, as staV become more expert and trust
is built with local employers, it is taking less time to build the “job pipelines” and we are already getting a
number of repeat customers. In another six months, we expect to know much more about what it will take
to deliver serious scale.

A quick summary of key lessons so far includes the following:

— Geography matters. The Board needs an equivalent “system” to influence (ie with equivalent
Jobcentre Plus and LSC boundaries). The optimal area seems to be a city/local labour market with
a strong community identity.

— The Boards must have top executives—not HR directors—to deliver jobs and to influence change
within their company, sector and the supply system.

— EVective employer engagement is required from the start—with the commitment of specific jobs—
and throughout each step in programme design and implementation; it must also include all levels
and key functions within the firm: board directors, HR, training and diversity staV, frontline
supervisors.

— Professional, committed staV are key; excellence in execution is crucial. StaV with commercial
experience are an essential part of the mix.

— There must be a relentless focus on performance. This means high ambitions for participants;
performance-based contracts for providers that pay for retention; and MIS/FMS systems that
drive daily operations.

— Jobcentre Plus and LSC systems can not respond fast or flexibly enough to meet employer demand
or the expectations of business leaders.

— Consortia may help us to reach SMEs. Brent has just formed a consortium to train gas fitters for
eight local firms. If it works, the approach will replicated in Birmingham and Bradford.

— Fair Cities must be an investor—not just a funder. We need to build the competence and capacity
of community-based organisations so they can engage employers eVectively and deliver demand-
led programmes.

Fair Cities funding will stop in April 2008. One of the key areas where we see Fair Cities’ lessons adding
value is in the development of the DWP’s Cities Strategies. The Cities Strategies oVer a rare opportunity for
local partnerships to take advantage of a central Government’s move to delegate more power and to cut
red-tape to really take elements of the Fair Cities model to the next stage.

Annex A

Fair Cities Design Elements

In the National Employment Panel’s report, Fair Cities: Employer-led EVorts that Produce Results for
Ethnic Minorities, five common attributes are found in the most successful case studies. These attributes
have been used as the defining design elements of Fair Cities. They are described briefly below.

Employer Leadership and Strategic Direction

The initiatives are led by a board top business executives who, working in partnership with political,
public sector and community leaders, have the stature to influence local hiring and the quality of the local
education and employment systems. A clear, multi-year vision is agreed that defines the scale and the
anticipated results of the initiative.

Organisational Capacity to Mobilise Resources and Support

An entrepreneurial, performance-driven and professionally managed organisation is established to
support the board and serve as broker between employers and other stakeholders. This “intermediary”
organisation may be purpose-built or based on an existing entity but has highly skilled staV dedicated to
planning and delivering the initiative.

Responsive to Employer Demand and Business Needs

The initiatives start with a detailed assessment of local labour market demand and an analysis of the hiring
needs of individual employers. This information is used to design customised employment and skills
provision and to set standards for recruitment and retention of programme participants. Technical
assistance is provided to ensure employer recruitment and workplace practices are fair and eVective and to
increase the cultural competence of managers and frontline staV.
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Designed for Ethnic Minorities to Succeed

Services are designed to meet the specific needs of ethnic minority communities and individuals. They
include outreach to disadvantaged neighbourhoods, integrated work experience and skills provision
tailored to the specific requirements of the employer, and support for the individual once on the job to
increase retention and opportunities for advancement.

Commitment to High Performance

Each initiative sets stretching objectives for the number of ethnic minority participants who get and stay
in work. A robust performance tracking system is used to monitor performance outcomes by ethnicity and
results are reported annually to the public.

October 2006

Memorandum submitted by South West Opportunities for Older People (SWOOP)

Policy Recommendations

— The “gateway” component of Government funded labour market programmes should provide
older people with more individualised support and this should be available as soon as the
individual becomes unemployed. Older people are a heterogeneous group and their needs vary
greatly in terms of how much and what type of support they need. Those who have not worked
for some time, in particular need more support than is currently on oVer in order to bring them
closer to employment.

— High quality information, advice and guidance should be made available to older people in work.
This could prevent older people entering retirement with unchallenged expectations about the
opportunities available.

— The national retirement age (of 65 years) should be abolished and the financial disincentives to
staged retirement inherent in final salary pension schemes removed. All employees should have the
right to request flexible working.

— Intermediaries between employers and the public sector should receive training to raise awareness
of age and employment issues. This will help them to make the business case for diversity to
employers.

— A strategic approach to demographic ageing is required at the region and/or local level.

Introduction

The Development Partnership of the South West Opportunities for Older People (SWOOP) project
welcomes this opportunity to contribute to the inquiry into the eVectiveness of the Government’s
employment strategy. SWOOP is a region-wide European funded initiative testing innovative approaches
to enhancing the employability for older people and is therefore well placed to comment on the barriers older
people face in gaining and retaining employment and “what works” in enhancing their employability.
Through partner organisations, we deliver programmes to older people (aged 45 years and older)
throughout South West England which allow them to explore:

— skills coaching;

— employment advice and guidance;

— interview training;

— psychometric testing;

— work experience;

— volunteer training;

— computer training;

— self assessment and CV writing; and

— business start-up/entrepreneurship advice and guidance

We also work very closely with employers to challenge negative attitudes towards older workers by
oVering accurate, age-positive information and guidance through workshops, presentations and action
learning sets in relation to:

— staV selection and recruitment;

— staV training and professional development;

— staV promotions;
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— flexible working practices; and

— employee retirement.

We fully endorse the recommendations made in the comprehensive submissions to this inquiry produced
by Age Concern and NIACE both of whom are partners in the SWOOP project. Our submission draws upon
qualitative information we have received from our clients and their advisers and focuses on practical
concerns of delivery.

The Government’s Strategy

The Government is committed to achieving a “world class” employment rate of 80% of the working age
population. This is the level of participation required to sustain the productive capacity of the economy in
the context of an ageing population. This inquiry seeks to gather views on the eVectiveness of the
Government’s employment strategy and in particular for lone parents, people with a disability and older
people. Given the time constraints we are only able to supply an abbreviated commentary at this time and
have concentrated our submission on the experiences of older people, focusing on

— barriers to work,

— employers’ attitudes; and

— the eVectiveness of DWP’s national employment programmes

We would be delighted to provide oral evidence and supply further information about our project or
discuss any of the issues raised.

Barriers to Work

A significant number of long-term unemployed or inactive people aged 50 and over who have accessed
our programmes have both social and personal diYculties. This includes mental health issues and
depression, anxiety, feelings of inferiority and diminished perception of self-worth and lack of self-
confidence. These diYculties are often undiagnosed and are the real barriers to employment not least
because failing to address these fundamental psychological issues will limit the eVectiveness of other
measures (for example, to raise skill levels or provide work experience). Clients with these diYculties often
do not expect to get a job—they feel they do not have any marketable skills or employers will not employ
someone of their age. Without challenge these low expectations can become a self-fulfilling prophecy leading
to disillusionment and exit from the labour market. Our clients have responded well to highly individualised
support and are given time to tell their “story” in a empathic and supportive environment.

It is therefore extremely important that older Job Seekers access support soon after they become
unemployed. We have found that our clients value the opportunity to reflect on past experience and are
pleasantly surprised to learn that they have skills and capabilities of value to local employers. This
identification and evidencing of skills is an empowering and motivating process and is particularly
important for job seekers with no or low level qualifications. In our experience absence of formal
qualification in no way reflects an absence of skills and the portrayal of older people as poorly skilled—
largely due the higher proportion with no or low qualifications—is wholly inaccurate and unhelpful in
combating the negative stereotyping of older workers.

The perception of age discrimination is almost certainly stronger than the reality as many of our clients
have successfully secured employment once they are supported in their job search and are given help and
advice in preparing a CV or application form and presenting themselves at interviews. Many of our clients
have not applied for work for many years—either because they have been working for the same employer
or they have not been in paid work—and therefore have little experience of current recruitment practices.

As with other population groups our clients often experience multiple barriers to work and support needs
to reflect this. For example, older people (and older women in particular) often have caring responsibilities,
a health condition or disability or lack recent or relevant work experience. A “one-size-fits-all” approach
does not work with this heterogeneous client group.

Employers Attitudes

We very much welcomed the introduction of legislation that made discrimination in work and in adult
education illegal on the grounds of age. Our work, however, has shown that there is still a good way to go
in winning the “hearts and minds” of employers on this issue. The larger employers that we have talked to
have prepared for the legislation with compliance and fear of Employment Tribunals being the principal
motivating factors. For example, some attendees in our workshop have wrestled with the implications of
extending unfair dismissal beyond 65 and have in some cases appeared to opt for retiring people at the
national retirement age in order to be on the safe side. In contrast one retail contact in the spirit of the Act
has no retirement age. This has empowered their staV to discuss reduced hours or phased retirement and
has avoided much of the “paper pushing” around the process of retirement and the appeals procedure.
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There is little evidence that the prevailing culture or policies or practices are changing. In contrast, the
small companies we are working with tend to have a more open and inclusive policy to recruitment, largely
a response to the diYculties smaller employers have in attracting staV in the context of skills and labour
shortages. Their practices could also reflect the older age profile of owner-managers.

We have also been working with Train to Gain brokers in the region to ensure that they are aware of the
age legislation and the broader implications of demographic ageing for employers and can signpost to
further information and advice where necessary. Using an “action research” approach the brokers have
interviewed employers about age and employability issues. Using the information they have gathered on
employer knowledge, attitudes and practice, the brokers have developed a bespoke training programme for
fellow brokers. All Train to Gain brokers in the South West will now receive this training and we are
encouraging other regions to follow suit.

The Government has indicated that it wishes to encourage a culture of flexible working. Currently a right
to request flexible working exists for parents of children (under six) and parents of disabled children and
there are plans to extend eligibility will include adult careers from April 2007, many of which will be adults
aged 50 and over. Whilst these new rights are welcomed we believe all workers should have the right to
request flexible working. A cultural change however is needed so that it is not perceived as a career limiting
option for employees of any age. Older people with final salary pensions should not have to incur financial
penalties for staged retirement.

Effectiveness of National Programmes

We share Age Concern’s concern that older people are more likely than younger people to become long-
term recipients of social security benefits such as Incapacity Benefit and Jobseekers” Allowance and that
few older people move from “inactive” to “active” benefits. Clearly, existing government programmes are
failing to help large numbers of economically inactive and unemployed older people to find work.

Our findings mirror those of successive evaluations of Government programmes that have underlined the
importance of the quality of the customer—adviser relationship in stimulating successful job outcomes. The
Department for Work and Pensions sponsored review of “what works” for clients aged 50 finds that weak
relationships result in reduced job search and motivation. The review also observes that “advisers did not
always have the full range of skills or enough time to identify and address customers’ needs, undertake
appropriate discussions about work, refer customers to relevant specialist provision or, to undertake
caseloading”.

Our clients have also reported a lack of empathy from advisers at Jobcentre Plus and nextstep , and their
perception is that advisers have little awareness of, or need for, sensitivity to the needs of older people with
many years experience. Older clients have a preference for programmes dedicated to their age group and
some are not comfortable undertaking training or coaching sessions with younger people, where they feel
exposed and perhaps intimidated.

There is also evidence to suggest that people looking for more senior positions or for more highly skilled
occupations are not being given enough support through New Deal 50!. Our project is helping many highly
skilled older people seeking a new direction in employment review their skills and the opportunities open
to them. Jobcentre Plus is seen to have little relevance to the older professional and older old people who
do not qualify for benefits such as Jobseekers’ Allowance or Incapacity Benefit. Without help these highly
productive older people would leave the labour market completely resulting in the “triple whammy” of loss
of output and income tax and increased social security expenditure.

Older peoples’ emotional, mental and social wellbeing can be enhanced by work, paid or otherwise. Our
project emphasises the important contribution of voluntary work as a route to employment and as an
outcome in itself. Currently, however, benefit rules prohibit Incapacity Claimants from undertaking unpaid
work. This is detrimental to their wellbeing and is denying them a possible route back into paid work.

The current provision for older people wishing to become self-employed requires a six-month qualifying
period. This is detrimental to older people and the economy. There is significant interest in self-employment
by older people and they are more likely to be successful in business than younger age groups. Our
programme of self-employment support has helped well-motivated and able older people to consider self-
employment as an option. They have particularly valued the peer support and encouragement derived from
working as a group.

We have also noticed a largely unmet need for information, advice and guidance amongst older people
in work who are considering a new direction either due to fear of redundancy or who are burned out in their
current position. There appears to be very limited provision for these people. Furthermore they are ineligible
for funded training a part of the popular Train to Gain initiative if they already have a formal qualification
to NVQ Level 2. Again, the loss the economy through early exit of this group is significant particularly in
the context of an ageing population.

The Government is committed to using new technology and introducing e-learning as a key part of
personal development for students in schools, FE Colleges and Universities. There is also a planned access
for young adults who wish to return to education having left without key skills. This is a fundamental to
supporting the aim of Life long Learning and a more educated and skilled workforce. There is a danger of
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creating an “e” divide where access to tools which support planning for self development such as ePortfolio
and other e-learning tools are not generally accessible or suitable for an older population. Use of the Internet
or electronic media being less intuitive for an older worker. Our project aims to develop and test such a
product but there needs to be a commitment to sustainable resources. There also needs to be a recognition
that information and guidance from appropriate trainers will be necessary to ensure this age group benefit
from the new technology, particularly as employers engage in using web based recruitment tools for
selection and skills development training.

Taking the Agenda Forward

Our work as highlighted the need for strategic leadership on issues of age and employability at the regional
and local level. In particular, an interface is needed between Government and employers to ensure that
awareness is sustained and diVused beyond the life of our project.

Hilary Stevens

November 2006

Memorandum submitted by Highland Advice and Information Network (HAIN)

Introduction

We welcome this opportunity to engage and give evidence at national level on the additional issues arising
from Jobcentre Plus reorganisation in rural Scotland. We are however disappointed that the time allotted
is insuYcient to do justice to what is a pressing issue for consideration.

HAIN is a pan-highland membership organisation incorporating all nine advice agencies (both
independent and Citizens’ Advice Bureaux) within the Highland Council Region. My own remit falls within
the specialist area of welfare benefits and rights.

To put this into context, the area we cover is approximately the same size as Belgium and is largely rural
or remote rural. Rural Scotland accounts for 98% of land mass and 21% of the population (Scottish
Executive, 2006).

The closure of many local oYces has had a significant impact on both claimants and advice agencies in
our area.

Main Issues Arising From Rurality

Reorganisation:

— Increased costs associated with mandatory benefit-related responsibilities such as signing-on and
attending work-focused interviews. Public transport is infrequent and more costly than in urban
areas. This additional cost has a negative eVect on benefit “entitlement” by introducing a
mandatory outgoing.

— This also impacts on the ability to enter into work-seeking activities which are at the centre of the
Government’s welfare-to-work vision. These institutionalised changes are set increase compulsory
interviews which again will impact on additional costs incurred.

— The rural element also introduces additional problems for some of the more vulnerable members
of society and their ability to undertake sometimes long journeys unfamiliar to them.

— The JCP Drivetimes figures found on www.scotland.gov.uk show that in very remote rural
Scotland 41% of the population live over one hour away from a JCP oYce and in remote rural
Scotland, 46% are over 30 minutes away. However, the issue of reasonableness of the journey
involved is not indicated. For example, there are no motorways in our area and indeed many of
the road networks are ‘B’ roads. This means that journeys can be diYcult and time consuming.

— In illustration, in the second report of the Work and Pensions Committee, 13 July 2006 (2005–06,
HC834, column 511WH the chairman gave an extreme example of a potential 80 mile round trip
for a crisis loan customer in Cumbria. To contextualise this, in our area crisis loans are
administered in Elgin—a very extreme 292 mile round trip for a customer in Thurso, for example.

— These significant barriers to accessing services compounded by rurality are in danger of
marginalising less mobile client groups. Furthermore, they present additional problems in
reaching rightful benefit recipients.

— In summary, the reorganisation has not embraced rural-proofing and it is our contention that
services in such areas should in fact be expanded rather than limiting closures. The perception
arising from all this is that advice agencies are “taking up the slack”, without much needed
additional resources.
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Telephony:

— Arguably, telephony can provide a very useful point of contact for rural dwellers, but the well
documented complexity of the system only serves to counter its usefulness.

— The advent of call-centre claiming points was, I’m told, born out of the results of customer
preference surveys. However, specific details of this consultation exercise are not widely known. It
is our view that options rather than a ‘one-size-fits-all’ approach are key to good customer service.

— In the context of crisis loans, telephony continues to be particularly problematic. One of the main
concerns is JCP’s seemingly reluctance to allow crisis loan claimants to receive decisions in their
oYces due to “Health and Safety” concerns. However, these customers are often referred to advice
agencies that also operate in an unscreened environment with no security presence.

— The frustration of not being able to get through on the ’phone is often compounded by the isolation
of rurality. We have however, been given assurance that increased telephony infrastructure and
0845 lo-call numbers will alleviate the problem but this is not set to happen in our area until
19.12.06. Thus the transition has not been managed eVectively in our view.

— The announcement on 30 October 2006 that 0800 freephone numbers are set to be introduced is
welcomed. However, this does not assist the large number of claimants who use mobile pay-as-
you-go networks as an aid to budgeting.

Welfare reform:

— The advent of the Welfare Reform Bill gives additional cause for concern for similar reasons. For
example, the 600,000 currently advertised positions cited as central to the proposed IB reforms do
not take account of work availability, logistics and often fragile nature of employment in rural
areas.

— The Standards Committee considering the Welfare Reform Bill have alluded to City Strategies
incorporating networks and consortiums. Yet the very diVerent dynamics and logistics relating to
rural issues have been met with silence thus far.

Engagement with JCP:

— In order to attempt to mitigate some of these issues both CAS (Citizens’ Advice Scotland) and
HAIN have engaged with JCP on a number of issues.

— Both CAS and HAIN have obtained contact lists and organisational charts for dissemination to
advisers as a tool for escalating via nominated contacts. There have also been negotiations for
mutual visits to aid better understanding of each others’ positions. The only perceived problem
with this is keeping abreast of the many organisational changes.

— CAS has highlighted the need for better understanding, particularly by call centre staV, of
vulnerable claimants such as those with mental health issues.

— CAS has also negotiated email contact with Bathgate JCP as an additional method of contact for
crisis loan claimants. This will be evaluated with a view to rolling out further.

— HAIN has recently negotiated a project with JCP with a view to improving the customer
experience in the Highlands. This will involve job-shadowing, workshops between JCP staV and
Welfare Rights OYcers and tracking the life cycle of claims at each site. This will hopefully begin
early November 2006.

— In summary, the work we are attempting to undertake at local level will be potentially very
positive. However, we really need Parliament to recognise and embrace the additional problems
and barriers arising from rurality to enact truly diverse policies.

Lorna Bernard

October 2006

Memorandum submitted by Commission for Racial Equality (CRE)

Introduction

1. The Commission for Racial Equality (CRE) was established by the Race Relations Act 1976 to:

— work towards the elimination of racial discrimination;

— promote equality of opportunity and good relations between persons of diVerent racial groups;
and

— keep the working of the Act under review.
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2. Public bodies have a duty to eliminate discrimination in the way they work and to promote equality
of opportunity and good race relations. The Commission is working to help them deliver this duty.

3. The Race Relations 1976 as amended came into force on 2 April 2001. The amended Act imposes a
general statutory duty upon most public authorities, including Schools, LEAs, the DfES and QCA to
promote race equality. Public authorities are responsible for ensuring that the general duty is an integral
part of any function where race equality is relevant.

4. The CRE’s main involvement on this agenda has been through its Policy and Public Sector and Private
Sector Directorates.

Public Sector

5. The CRE has focused its work in the following areas: The Employment Duty, “Snowy Peaks” and
responses to the Gershon and Lyons Reviews.

The Employment Duty

6. The CRE continues to monitor the Specific Duty on Employment. As part of the Race Equality Duty
(Race Relations Act 1976 Statutory Duties Order 2001), there is a specific duty on employment which
applies to most public authorities bound by the general duty (exceptions include Schools and further and
higher education institutions). This duty is designed to provide a framework for measuring progress in
equality of opportunity in public-sector employment.

7. The CRE’s current monitoring work in this area has revealed a very diVerent picture across
Government departments. Some sections are clearly on-target, whilst others are performing minimally.
What is also concerning is the variety of methods of collecting data, leading to a lack of consistency and
standards for comparison purposes. The CRE would welcome a more uniform approach in this area.

“Snowy Peaks”

8. The CRE set up the “Snowy Peaks” league table to regularly compare the total percentage of ethnic
minority staV in each department with the percentage of ethnic minority staV at senior levels. The ratio
between the two is what we call the snowy peaks index—if the percentages are the same for example the
index is 100, if the percentage at senior levels is half that of the total, then the index is 50.

9. This work has revealed that whilst rates of employment for ethnic minorities in the civil service have
improved, those in senior levels have not, creating a “glass ceiling” eVect for ethnic minority groups within
the higher echelons of the civil service. The CRE expressed disappointment when the Government stopped
publishing the data that this analysis was based on.

10. The CRE has been encouraged by the announcement of the 10 point plan to deliver a diverse Civil
Service and the ambitious goals contained therein. However the CRE will be waiting to see what this plan
delivers in reality.

Responses to Gershon and Lyons Reviews

11. The CRE responded to the Gershon Review into Civil Service EYciency in a report which outlined
the Race Equality implications of eYciency measures, the findings from the assessment of EYciency
Technical Notes (ETNs) produced by Government departments following on from the review and identified
future activity to ensure Race Equality implications are built into eYciency savings.

12. The CRE responded to the Lyons Review into Civil Service relocation by publishing a guidance note
to make sure that adequate attention is given to racial equality when considering or introducing relocation
proposals, giving particular consideration to current and future workforce profiles, choice of relocation site,
and service delivery.

Private Sector Directorate

13. The mission statement of the CRE towards the Private Sector is: To work with the private sector to
acknowledge, support and broaden their contribution to the building of an integrated society based on
equality, participation and interaction.

14. The Ethnic Minority Employment Task Force, which was formed in response to the
recommendations of the Prime Minister’s Strategy Unit’s report on ethnic minorities in the labour market,
is the key mechanism for ensuring that departments work together, and delivers the first coherent cross-
government ethnic minority strategy.

15. The CRE is represented on the Government’s cross-departmental Ethnic Minority Employment Task
Force at a Ministerial level by its Chair, Trevor Phillips and the Director of the CRE Private Sector
Directorate and at the Senior OYcials group.
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16. The CRE would like to comment on the following programmes that have been set up by DWP
through Jobcentre Plus, looking at reducing the employment gap that exists between the White and Ethnic
Minority communities:

Ethnic Minority Outreach Programme

17. The Ethnic Minority Outreach programme (EMO) began in October 2001 and oVers support tailored
to the needs of the local community to jobless people in areas with high concentrations of ethnic minority
groups. The service is delivered by providers from the voluntary and community sectors.

18. The DWP Resource Centre—realising equality in DWP 2005–08, Highlights from the businesses
report mentions the following facts about the EMO programme (12-10-06):

19. “Over 9,000 people also joined its “Ethnic Minority Outreach Programme” with over 2,500 finding
work. Of these 44% were Asian and 32% Black; the remainder were from mixed backgrounds. Over half of
those finding jobs were using Jobcentre Plus for the first time”.

20. “EMO had a major impact on increasing ethnic minority wareness of employment and training
oppoprtuntites, especially among Indian and Pakastani women. The language and outreach skills of EMO
workers were crucial in reaching these groups”.

21. The National Employment Panel report “Enterprising People, Enterprising Places” outlines the
importance of EMO: “EMO has been highly successful in increasing ethnic minority awareness of
employment and training opportunities particularly for Pakistani and Bangladeshi women. Generally,
EMO providers have been expert at reaching target groups.”

22. The CRE, whilst appreciating the results and outcomes of this programme are however concerned
that, The Ethnic Minority Outreach (EMO) funding is ending and will be pooled with other funding streams
to create the Deprived Areas Fund.

23. We are concerned about the ending of ring fenced funding specifically for ethnic minority
employment, as there is now no guarantee that ethnic minority employment will be specifically tackled in
new strategies, being developed.

24. The closure of this programme has also had a negative impact on the provision of ESOL programmes,
and yet this is seen as a high priority in terms of increasing the skills within the labour market.

25. We would like to see how the examples of “best practice” and lessons learnt from this programme
have been or will be mainstreamed.

26. It would have been more appropriate to have a transitional period allowing time for the programme
to continue, with a focus on mainstreaming, ie interacting with existing mainstream programmes. We
recommend that this approach is taken, when developing new and specific programmes or projects.

27. One of the recommendations by The NEP in its recommendations (report—May 2005) is about
providing outreach support for employability skills development and focused job access assistance.
However with a reduction in resources to, for example FE Colleges, community courses (within community
settings), like ESOL are being closed.

28. We recommend that tailored ESOL courses linked to employability (growth sectors) with the
involvement of employers be developed, so that a period of “work placement” can be a part of such courses.

Ethnic Minority Flexible Fund

29. The Ethnic Minority Flexible Fund (£8 Million) came on stream in April 2004 and allows Jobcentre
Plus district managers to use their local knowledge to implement ideas that resolve some of the local issues
preventing ethnic minorities from entering employment.

30. The DWP Resource Centre—realising equality in DWP 2005–08, Highlights from the businesses
report mentions:

— By March 2005, 70 proposals or projects had been approved to a value of £1.46 million. The
programme is in its early stages, but already about 60 ethnic minority customers have entered
employment directly as a result of the Ethnic Minority Flexible Fund

31. The CRE is aware of the fact that in a number of regions, eg West Midlands, this funding was not
made availble for the first year and had actually been spent by the JCP regions in terms of their
mainstream budget.

32. There were also a number of issues in terms of accessing the funding:

— Contract issues and lack of clarity on funding between JCP National and Regional tiers.

— Inconsistent approaches to allocating funding.

— Underspent in the first year, due to poor planning and lack of ownership.

33. The pereception of the communities for whom this funding was to support and assist, was that this
was a another tokentistc, short term, approach to this agenda.
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34. The CRE welcomes the outputs from this funding stream but would like to see what was the Impact
of this funding, how many new projects were funded and how the total amount of £8 million was
allocated.We would also like to see what lessons were learnt and how these were mainstreamed

District Managers Discretionary EM Fund

35. This was a £2 million fund for desiginated areas, where there was a higher per cent of ethnic
minoritites and the employment gap was greater than the national average.

36. The CRE are not aware of any report on how this funding was utlised, what was funded and what
impact it had, we would welcome this feedback.

Jobcentre Plus and Employers

37. The Ethnic Minority Employment Task Force—Year 1 Progress report (Autumn 2004)—states that
“Jobcentre Plus liaises with 450,000 employers nationally and handles more than 13,000 vacancies a day”

Diversity Managers

38. JCP created a number of Diversity Managers, to work with employers in promoting and delivering
the business case for diversity on a regional and national basis. Unfortunately these roles were discontinued
and yet the potential for having an impact on the employer network of JCP is tremendous, what has been
put in their place, to ensure that diversity and equality in terms of employment of ethnic minorities is raised
with employers.

Specialist Employment Advisors Programme

39. This, two year pilot, was intended to proactively tackle discrimination and open up employment
opportunities to ethnic minority communities by building strategies and innovative relationships between
Jobcentre Plus and employers. The programme also included raising the profile of Jobcentre plus services
to ethnic minority communities.

40. Key points from the Specialist Employment Advisor (SEA) evaluation report (DWP, research report
No 362) are:

41. The fact that during the latter part of the SEA pilot, Jobcentre Plus was in the process of implementing
an organizational design review, and job cuts were being announced regularly, and some employees were
required to reapply for their existing position, created an environment that had a negative impact on the
pilot.

42. Many community groups and employers (interviewed during evaluation) felt that the SEAs needed
to be given a chance to establish long- term links with employers and communities, and that this could take
some time. It was felt that even two years is not long enough to see the widespread attitudinal change which
would be necessary before any positive results become visible.

43. In summary, the evaluation report, states that over the course of the programme, there was some
“distance travelled” as strategies for engaging employers were developed and implemented. Many of these
strategies can be taken by Jobcentre Plus as it establishes, strengthen, and maintains its links with employers
and community groups in the years to come.

44. The CRE welcomes the evaluation report and would like to see how its recommendations have been
taken forward, ie how have the lessons learnt from this programme been mainstreamed.

45. We are however concerned about the impact of the closure of this programme (had a race impact
assessment been carried out) and how the diverse skills and expertise of the staV that were recruited are being
utilized in mainstreaming, as above, within Jobcentre Plus and DWP.

46. There is a perception within the ethnic minority communities that this is another example of a short
term, reactionary tokenistic programme.

47. The CRE recommends that future programmes, need to have a system or process in place on how
they will be mainstreamed over a period of time, rather than close a programme and then say it has been
mainstreamed.

48. The lessons learnt from the SEA programme, in terms of localized knowledge and diversity expertise
about issues such as; barriers to employment and social inclusion are crucial to engaging both the
community and employers and the development of future policy on this agenda as well as at an operational
level for initiatives like the City Strategies.
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City Strategies

49. The CRE believes that the City Strategies will focus on decreasing the numbers of people on incapacity
benefit to the detriment of reducing ethnic minority unemployment. As the proportion of ethnic minorities on
incapacity benefit is 6% compared to 7.5% of white people, this is less of a priority for the CRE than overall
employment rates.

50. The CRE was also concerned at the lack of guidance given to the Consortia, at the start of their business
planning, on the need of having Equality and Diversity within their plans, for example on representation at a
strategic level of the communities for whom this programme will benefit.

51. This casts doubts that the lessons learnt from the various programmes, mentioned earlier, have actually
been mainstreamed within the ‘thinking’ of DWP staV involved in inititiatives that are focused on ethnic minority
communities.

Procurement

52. The CRE strongly supports the use of public procurement as a lever to promote race equality to the
private sector and close the employment gap, and believes that it should be a priority within DWP.

53. As noted in the procurement paper for the 20-07-06 Ethnic Minority Employment Taskforce , research
by the University of Bristol into the impact of positive action policies in the US and Canada found that the single
most eVective tool in terms of increasing the employment of women and minorities was the use of contract
compliance in Government contracts.

54. The CRE, welcomes DWP, through Jobcentre Plus, agreeing to pilot the use of procurement as a leverage
to promote race equality.

55. The pilot in DWP (JCP) is currently focussing on the use of revised and strengthened terms and conditions
for a set of re-tendered contracts to supply training and development courses for jobseekers as part of the New
Deal. However we are concerned at the pace of progress.

56. The CRE’s view is that race equality is relevant to every contract because a supplier’s employment
practices are relevant to Government under their obligation to promote equality of opportunity and eliminate
race discrimination.

57. The level of race equality conditions within contracts will need to vary on a sliding scale in accordance
with the size and nature of the contract, but inherent in every contract should be a minimum requirement of
compliance.

58. If a contract compliance model is developed the responsibility for this should be with the Treasury not
the OYce of Government Commerce (OGC). The Treasury needs to develop high level leadership on
procurement so that it is seen as a priority across government not something simply for procurement oYcials.

59. It has been reported that the slow progress with the pilots can in part be attributed to concerns
procurement oYcials and OGC have regarding the inclusion of race equality conditions within contracts. Given
that procurement is a key priority, the CRE recommends that procurement oYcials need to undergo “equality
training” and then to mainstream, equalities objective needs to be included in their individual performance
appraisal system.

General Comments

60. The CRE, welcomes programmes/inititiatives that take a holistic approach, ie City Strategies, that look
at the issue of for example, unemployment, for all communities, however raise the concern of taking a “blanket
approach”. The barriers that certain sections of the communities face to achieving full employment are diVerent,
eg White families who have never had anyone in their family for a number of generations go to work, Pakastani
youngsters, Bangdleshi women etc. There are also multiple barriers, ie A African-Caribbean, women who is a
lone parent.

61. What is needed is localised and tailor made solutions to these barriers and future policy in this agenda
must recognise this. This would involve better co-ordination or rather stronger partnerships between
Government, the Ethnic Minority Voluntary and Community sector, Employers and Skills and training
Organisations.

62. There is a need to better capacity build the ethnic minority voluntary and community sector in order to
deliver some of the solutions to barriers for achieving full emplyoment. Future programmes/inititatives also need
to look at how these will be mainstremed, so that participants are fully integrated within society.

Sukhvinder Singh

November 2006
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Memorandum submitted by Centre for Economic and Social Inclusion (CESI)

Achieving 80% by Narrowing Employment Rate Gaps for Disadvantaged Groups

The Centre for Economic & Social Inclusion supports the government’s aspiration of an 80% UK
employment rate. Our main priority is to ensure that those who are presently disadvantaged in the labour
market will benefit from the increase in employment.

This need not be the case unless there are specific policies and targets to ensure that the present
employment rate gaps are narrowed. It would be diYcult for the economy to hit 80% without narrowing
these gaps because there will either be labour shortages in some parts of the country or high numbers of
migrants will be attracted, or both. It is desirable for a number of social and economic reasons that
disadvantaged employment rate gaps are closed. Not the least is the potential impact on child poverty which
this focus would bring.

Since the summer of 2000, overall UK employment rates have been on a plateau just under 75% of the
working age population—see Chart 1.

Moving oV this plateau towards 80% will require some substantial changes—continued welfare reform,
further legislation, and improved delivery of services to workless people.

Chart 1
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Source: ONS Time Series Data, November 2006

Chart 2 shows the employment and population numbers for the same period.

The employment numbers here are working age—they do not include 1.2 million over state pension age
who are working.

The population estimates include ONS’s latest experimental estimates of population numbers—including
the eVects of migration. The population rise seen over the period includes the increased net immigration over
the period.

The stability in the employment rate while the population has been increasing shows that the economy
has successfully absorbed migrants.
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Chart 2

38,000

36,000

34,000

32,000

30,000

28,000

26,000

24,000

22,000

Th
ou

sa
nd

s

Ja
n 

19
93

Ja
n 

19
94

Ja
n 

19
95

Ja
n 

19
96

Ja
n 

19
97

Ja
n 

19
98

Ja
n 

19
99

Ja
n 

20
00

Ja
n 

20
01

Ja
n 

20
02

Ja
n 

20
03

Ja
n 

20
04

Ja
n 

20
05

Ja
n 

20
06

Employment Population

Working age population and employment

The current employment rate leaves us just over 2 million short of an 80% aspiration. Forecast population
growth to 2016 adds an extra 666,000 to the numbers needed to reach the 80%. (based on Government
Actuary’s Department 2004-based projections)—overall, 2.7 million.

At May 2006, there were 4.546 million claimants of DWP workless benefits (working age), plus just over
500,000 partners, a total of 5.05 million working age adults depending on DWP workless benefits. In
addition there were 2.17 million children in these claimant families.

Hypothetically, if 41% of these claimants moved into work, and stayed in work, we would be at the 80%
employment rate now. That is 2.054 million extra people in work at current levels. Reductions in JSA can
contribute only a small percentage towards this total. Significant reductions will have to come from
reductions in Incapacity Benefit and Income Support as well as drawing in people who are inactive and not
directly claiming benefits. See Chart 3.

At present, DWP pays that 2.054 million people approximately £9.6 billion in benefits, and uses just over
£1 billion in administration to do so, totalling £10.6 billion. If these people moved into work, it would be
sensible to assume they all received tax credits—at £5.6 billion—leaving the benefit to the taxpayer at £4.97
billion. Taking out HMRC’s administrative costs for tax credits would reduce this saving to, say, £4.5
billion. DWP would continue to pay some Housing Benefit and Council Tax benefit, but this is small by
comparison.

What sort of investment by DWP would be needed to achieve a £4.5 billion return?

It is not only the amount of investment that might be required—but also the eVectiveness of the
interventions. It is important that spending on helping people into work is directed according to knowledge
of what is eVective.

This is why reform of how support programmes are delivered is so important. Presently, there are a
number of developments that we support:

1. Local Area Agreements are requiring local authorities to consider how they can increase their
employment rate and narrow the gap with their lowest employment rate areas

2. City Strategies are critical for the next phase of reform—the 15 pathfinder areas cover around one-
third of all benefit claimants

3. the increased powers for the Mayor of London over skills policy and spending should lead to
improved outcomes for low skilled people.

However, more is needed. The Chancellor announced in Budget 2006 that he wanted to see a strengthened
New Deal for skills and employment. To date there has been little progress on how this is to be delivered.
Employment Zones have generally proved to be more eVective than mainstream New Deals but there has
been no substantive extension of their role or geographical area.

Chart 3 shows one scenario of how the 2 million additional workers could be made up, as things stand at
present. We have taken into account overlaps between the groups and used various assumptions on what
is possible to achieve given resources and the nature of current benefit regimes.
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It clearly shows that the 80% aspiration is dependent on a wide range of interventions and policies to
encourage people into the labour market.

However, Inclusion’s primary concern is the extent to which the employment rate gaps for disadvantaged
groups can be narrowed in this process.

Chart 3
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The disadvantaged groups, as included in present Public Service Agreements, are:

— Older workers

— Ethnic minorities

— Lone parents

— The low skilled, and

— People with a disability.

The charts we have produced below take a forward look at how the employment rate gap may narrow
given the trends over recent years. We have assumed a stable overall employment rate (ie the gap is being
narrowed at the expense of high employment groups) whilst this is not the objective we have done this to
illustrate the extent of the challenge which faces us. Getting the UK oV the 75% plateau requires a kick-start
in both narrowing gaps and runs the risk of labour and skill shortages in some areas.

Looking at the particular PSA groups, it looks as though older workers (50 year olds to state pension age)
will rapidly converge within the next 10 years, on current trends. If you look over a longer period, the trends
will converge even quicker, as the gap was closing before 2000.
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Chart 4
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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 will not close suYciently 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.

Chart 5
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For lone parents, the position looks similar—reaching a 70% employment rate by 2010 looks diYcult
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.
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Chart 6
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Disabled people are starting from an even lower employment rate and although the trends are
encouraging, there will still remain a large gap on current trends. The reform of Incapacity Benefit and a
better understanding of work/health issues (especially mental health) should maintain the current trend, if
not increase it. The introduction of Pathways to Work has shown that more people on IB can be helped into
work, but this will not be suYcient on its own. There will also need to be further reductions to the in-flow
and for this the co-operation of employers will have to be increased.

Chart 7
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The PSA group where trends are moving in the wrong direction is for the lowest qualified. Chart 8.

While it would not be true, on current trends, to say there will be no jobs for the lowest qualified in 10
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. Inclusion anticipates that the Leitch Review will tackle these
questions and we look forward to its publication.
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Chart 8
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Increasing the rate at which child poverty is reducing is the other outcome that can be achieved with a
stronger emphasis on inactive benefits.

Chart 9 shows that of all “workless benefit claimants with children”: 56% are lone parents claiming
Income Support; 34% are claiming incapacity benefits (12% are lone parents with health problems and 22%
are couples); 9% are claiming JSA. Again, JSA contributes a relative small contribution to the total.

We fully support Lisa Harker’s recent report to DWP on what more the government can do to meet the
2010 and 2020 child poverty targets. The recommendations represent a challenging agenda to the
Government and will represent a test of the political will to meet the immediate target of halving child
poverty by 2010. However, the recommendations are all highly deliverable and are the essential building
blocks of the next stage in tackling child poverty.

In a significant acknowledgement, the report points to “cycling” or “churn” as a real problem which
undermines the performance of New Deal for Lone Parents.

In addition, the report stresses the need for “family-friendly” support programmes (a New Deal for
Parents) and also that employers will have to adjust to accommodate higher numbers of workers with caring
responsibilities.
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Chart 9
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Source: DWP 5% sample estimates.

Conclusions

Assuming a growing economy, to move from 75% to 80% will require a significant investment by
Government on a wide range of fronts. In general we recommend:

1. there should be new and revised targets for all disadvantaged groups reflecting the broad objective
of narrowing employment gaps in achieving an 80% UK employment rate.

2. more investment is needed over the next five years to reform the welfare system (and provide
further in-work incentives) so that it can deliver on a wide range of fronts and realise the
potential savings

3. the entire system of support programmes should be more family friendly as a major contributor
to reducing and ending child poverty.

4. there should be more devolution of policy and spending on support programmes to the regional
and local levels, with the emphasis on combining skills and employment measures.

Dave Simmonds

November 2006

Postscript

Measurement issues

When an 80% employment aspiration was first discussed, measurement issues seemed clear—the 80% was
based on the current definition of the employment rate. This is the ratio between the number of people aged
between 16 and retirement age who are employed, and the total number of that age-group in the population.
Retirement age for this purpose has been 65 for men and 60 for women. The first measurement issue is that
state retirement age for women is changing to be equal with that for men. The age discrimination legislation
means that the current concept of a “retirement age” is likely to become less valid over time. Proposals for
raising the state pension age above 65 to 66 and then 67 were in the Pensions White Paper. However, these
changes will not take place before 2024 and are therefore irrelevant to an 80% employment target set for a
previous date.
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Inclusion’s view is that, for these purposes, there is no need to change the upper age limit for the definition
of the working age population until the rise in the female state retirement age starts to take eVect in 2010. In
our initial response to the 80% aspiration (Working Brief 159), we considered whether 80% would be feasible
within the current Parliament—by 2010. While this looks less likely in 2006, Inclusion would wish there to
be substantial progress towards the 80% aspiration by 2010. In this context, the current definition of
“working age” is obviously appropriate. If this were achieved, a further stage of 80% of working age using
the equalised state retirement age by 2020 (when that equalisation is completed) would seem a plausible
further target.

Some have raised the issue of whether the increase in employment among those currently over state
retirement age should be recognised as progress towards the 80% aspiration. However, to do so would either
mean: (1) adopting a working age definition both for those in work and the population using a pension age
not due to take eVect until 2034 or 2044 or (2) breaking the principle of a rate—that all the people counted
as in employment will also be included in the relevant population.

It would be rather more sensible to record employment among those over state pension age as subsidiary
indicators, along the lines of progress towards 80% under the 2020 or 2044 definitions of “working age”.

There are also some issues at the lower end of the age range—whether full-time students should be
considered within the relevant population. There are some issues of international comparison here—in
many countries it is normal to combine study with some level of economic activity. Arguably, the availability
of jobs with shifts that fit round FE College hours has enabled the substantial growth in learning among the
16-19 age-group. Also, it can be argued that the practice of undertaking some work while studying would
alleviate many of the issues with the education system which employers are vocally complaining about—
centring on “soft” or “key” skills, many of which can be gained though “experiential learning” in the
workplace. Therefore, Inclusion does not feel that full-time students should be excluded from the 80%
employment aspiration. Employment in this context is defined internationally as at least one hour in
employment a week, and Saturday or Sunday working can be encompassed in this.

November 2006

Memorandum submitted by Wheatsheaf Trust

I note that the Work and Pensions Committee is still taking evidence on the Government’s employment
strategy and have a number of points to make from our experience in South Hampshire which may have a
bearing on its discussions.

Wheatsheaf Trust is a charity based in Southampton which aims to combat social exclusion by oVering
a range of services to support disadvantaged groups into employment, training, or voluntary activity. We
operate a number of advice centres and outreach services oVering information, advice, and guidance and
have a small intermediate labour market programme for those more distanced from the labour market. Over
the last six years, our centres have seen 38,000 enquiries and registered 8,300 individual clients, of whom
over 3,000 have achieved a successful outcome of some kind.

We welcome the overall direction of current reforms to welfare and employment strategy, but have a
number of concerns:

1. Recent research into the needs and aspirations of IB claimants carried out by Wheatsheaf Trust
indicates that the main barriers to a return to work are worries about the financial consequences,
a perception that employers will be unwelcoming to those with disabilities or long term sickness,
and lack of confidence. To address these needs, the first requirement is for good, independent,
information advice and guidance not linked to the benefit system, followed by a graduated
pathway of confidence building, skills analysis, and supported job search.

The research showed a serious distrust of JCP among claimants. Although there are many
outstanding individuals working locally for JCP, they are struggling against an impossible system
which attempts to police benefits and at the same time provide a supportive environment to
encourage people back to work. These two aspects of the role are incompatible and should be
separated as soon as possible. JCP should be the gateway agency that establishes eligibility for
benefits and then passes clients on to independent providers for advice, guidance and support.

2. We support the suggestion in the Green Paper to increase provision of employment support, advice
and guidance and its transfer from JCP. This should also be open to other public bodies such as
local authorities (in Southampton, the City Council’s Training and Employment Initiatives team
runs a number of very successful programmes in partnership with other agencies). In principle, we
support the concept of payment on outcomes, with two important provisos:

— If payment is made on the basis of outcomes, delivery agencies must be given the maximum
flexibility to do the job most appropriate to local conditions and individual needs. The current
micromanagement of JCP contracts is ineYcient, ineVective, costly, and frustrating for
providers and clients alike.
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— For many voluntary agencies, cash flow is a serious inhibition on their ability to deliver.
Current Treasury advice should therefore be followed by JCP and DWP in making advance
payments where appropriate.

An additional inhibitor in the current system should be noted: Where diVerent components of, for
instance, a New Deal programme are delivered by diVerent agencies, there is a disincentive to refer
a client on to a diVerent provision as it produces loss of income to the referring agency. This may
be overcome by the greater use of consortia (see below), or alternatively JCP should consider a
referral fee payable to the referring agency.

3. It is essential not to underestimate the importance of local knowledge and sensitivity to local needs.
In areas such as the South East, economic inactivity and deprivation are concentrated in small
pockets in otherwise prosperous areas. In Southampton, for example, we have the largest ethnic
minority population in the Region, and unemployment and economic inactivity are particularly
high within this population. There are also other pockets of low skills and economic inactivity
around the city, which all have particular causes and require diVerent approaches.

The development of ERSA, a cartel of large national voluntary and private sector providers is
worrying in this regard, as it seems to have undue influence with Government and is arguing for
larger contracts with a much wider geographical spread. The minimum annual subscription to
ERSA is £2,500, placing it out of the reach of smaller providers. This approach would endanger
many current networks of small specialist agencies with valuable knowledge of local labour
markets, transport issues, and training provision. Two examples in Southampton of successful
small-scale provision are:

— Southampton Action for Employment, which has developed an innovative and very
successful combination of door-knocking in deprived areas followed up with group work on
confidence-building and job preparation; and

— The Employment Access Centre mentioned above, which has attracted nearly 40,000 callers
from disadvantaged groups (including nearly 40% from ethnic minorities) in the last five
years.

4. These projects have both been threatened by the recent move to region-wide contracting by LSC
and JCP. For areas with large numbers of unemployed and economically inactive clients, larger
contracts may be appropriate, but if the South East region is to fulfill its role as the economic
engine room of the UK, it will require more tightly focused provision. We strongly support the
proposal to develop city-based consortia with the ability to access a bundle of government funding
streams to tackle economic regeneration and low skill levels. However, if the idea is to work, it is
essential that large public spenders such as JCP, the Learning and Skills Council, RDAs, and
others are required to align their budgets.

This principle is already enshrined in, for example, community strategies and the developing Local Area
Agreements. However, thus far it is not clear that public agencies are willing to conform to local strategies
when it comes to spending their money. Thus the new consortia will need to have enough clout to ensure
that the relevant funding streams are brought into the pot. Recent experience of the application of European
Social Funding under the co-financing approach has been towards projects delivered over wider and wider
geographical areas making it more diYcult for city consortia to bid for integrated programmes of local
provision.

If consolidation of public budgets can be achieved, it would be a major step forward as work to address
skills, employment and social inclusion issues has been become extremely fragmented over the last few years.
It should also be remembered that local consortia may be able to access other funding to support progression
from welfare to work. In 2000, Southampton City Council was successful in using a Section 106 Planning
Agreement to provide employment and training opportunities for residents from disadvantaged
communities to secure employment in the West Quay shopping centre. This was cited by ODPM as an
example of good practice. Provided new regulations with regard to the use of planning agreements do not
exclude this type of activity, this would be an example of how a local consortium could provide added
financial benefit as well as local expertise to address the problems of economic inactivity.

Jonathan Cheshire

December 2006

Memorandum submitted by CBI

1. The CBI welcomes this opportunity to input into the Committee’s inquiry on the Government’s
employment strategy. It is essential that the UK labour force is able to meet the changing needs of the
economy both now and in the future. This must be a priority for Government, employers and employees—
and each has a role to play. If the UK is to remain prosperous in an increasingly competitive and global
marketplace, this requires:

— a skilled and adaptable workforce;
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— flexible working and contractual arrangements that facilitate high employment; and

— extended working lives, high levels of labour market participation, and labour mobility.

2. This submission sets out these key issues, together with the requirements for success and a policy
blueprint for achieving this success.

Ensuring a Skilled and Adaptable Workforce

3. Successful and expanding science and hi-tech sectors should constitute an increasingly proportion of
the UK economy in the future, with ever greater numbers employed in higher value jobs, benefiting the wider
economy through increased tax revenues. The shifting pattern of global supply and demand associated with
technological change will alter patterns of employment, meaning that an adaptable workforce will be
necessary to maintain employment levels.

4. The occupation groups expected to enjoy the largest expansion in demand over the next 15 years are
at the higher end of the skills spectrum. The number of managers and senior oYcials is projected to rise by
890,000, or over 2% per annum, to account for 17% of all jobs in 2020 (Exhibit 1). Professionals—three-
quarters of whom presently have a degree—will rise by 980,000 or 2% a year, to account for 14%. Associate
professional and technical jobs will grow by 680,000 or 1% per annum, to account for 15%. The Leitch
Interim Report207 suggests that, by 2020, 42% of jobs will be filled by those at level 4 (degree level) and
above—an rise of over 4.5 million or 23%.

Exhibit 1: Expansion in employment demand by occupation, 2004–20

Expansion Share
Share 1994–2004 in 2004 Projected Projected

in 1994 (thousands) (%) share expansion
(%) in 2020 2004–2020

(%) (thousands)

Managers and senior oYcials 13 981 15 17 890
Professional occupations 10 865 12 14 980
Associate professionals and technical 12 625 14 15 680
Administrative and secretarial 15 112 13 11 "360
Skilled trade occupations 14 "210 11 10 "180
Personal service occupations 5 735 8 9 640
Sales and customer service occupations 7 540 8 9 560
Machine and transport operatives 10 "229 8 7 "130
Elementary occupations 14 "277 11 8 "850
Total (%) 100 3,324 100 100 2,230

Source: Projections of occupations and qualifications, Institute for Employment Research, 2001.

5. Demand at the lower end of the scale will remain but is shifting further towards service sector jobs,
with the hospitality and personal service sectors seeing robust growth. These jobs, which would require
qualifications commensurate with five good GCSEs, often require a strong emphasis on customer handling,
team working and communication. The lowest skilled jobs are expected to see the largest decline in demand,
to represent only 8% of employment, with those requiring no qualifications at all falling by over 2.5 million
to account for perhaps as little as 2% of the total.

Promoting Flexible Working and Contractual Arrangements that Facilitate High Employment

6. While full-time employment remains the most common form of work in the UK, part-time and other
flexible work patterns (eg teleworking and term-time working) continue to expand, meeting the needs of
employers and employees. It is essential that the UK continues to oVer these flexibilities as the population
ages and the need to extend working lives grows. How else can growth be maintained, pensions costs
contained and the desire for older workers to contribute achieved?

7. UK employers provide a range of flexible working patterns, with part-time work particularly
prevalent—22% of employees currently work part-time, 83% of whom are female. While the vast majority
(92%) of workers are employed on permanent contracts, temporary agency workers and fixed-term
contracts are also used by business and will continue to form part of the UK’s labour market in the future.208

The CBI has tracked flexible working trends over time and our most recent survey209 shows that 91% of

207 Skills in the UK: The long-term challenge, Leitch Review Interim Report, December 2005
208 Inside the Workplace: Findings of the 2004 Workplace Employment Relations Survey, DTI, 2006.
209 CBI Employment Trends Survey 2006, CBI, 2006.



3500383036 Page Type [E] 14-02-07 03:37:52 Pag Table: COENEW PPSysB Unit: PAG3

Ev 320 Work and Pensions Committee: Evidence

employers oVer one or more flexible working arrangement to their staV. The percentage of employers
oVering all types of flexible arrangements has risen, notably part-time work (up from 81% in 2001 to 88%
in 2006) and job-sharing (32% to 48%).

8. The number of UK employees teleworking has also increased markedly, from 921,000 (4% of the UK
workforce) when the data were first collected in 1997, to 2.4 million (8%) in spring 2005210—a rise of over
150%. The vast majority report a telephone and computer to be essential to their work. These trends are
expected to continue as employer and employee demand for flexibility grows.

Extended Working Lives and High Levels of Labour Market Participation

9. As the population ages, there is a clear need to retain older workers in the labour market; participation
rates of both 50–65 year olds and over 65s must increase. The Pensions Commission has set out clearly the
combined eVects of increasing life expectancy and low fertility rates on the UK’s demographic structure over
the next 50 years. We are likely to see:

— a 78% increase in number aged 65 or over;

— only a negligible increase in the number of 20–64 year olds; and

— as a result, a rise in the dependency ratio from 27% today to 48% in 2050.211

10. Employment rates for older workers (oYcially categorised as those over 50) are expected to rise
further. The percentage of older workers in employment is rising, but remains lower than that for those aged
16–49. The gap between the employment rate of these two groups is over four percentage points—widening
to 11 points when the employment rate of those aged 50–64 is compared to the 35–49 cohort.

11. The new “right to request” postponing retirement will act as a catalyst for extending working lives—
the CBI/BMRB National Employee Survey showed that 51% of employers already oVered flexible
retirement options to their staV212 before 1 October when the new right was introduced. Very few expect the
new right to have a negative impact according to the CBI’s 2006 Pension Survey.

12. Government plans to reduce significantly the numbers of people on Incapacity Benefit will also aVect
labour market demographics. There are currently almost three million people on IB—three-quarters of
whom have been claiming for more than two years. The CBI has welcomed DWP plans to reduce the number
of claimants by one million—an estimated saving of £4–7 billion over 10 years.213 The CBI wants to work
closely with Government to stem the flow of new entrants onto IB as well as rehabilitate those who have
been on incapacity benefit for long periods.

13. Migrant workers have provided new sources of labour for UK firms, averting potential skill shortages
and doing work that UK workers are unwilling to do. The UK is now part of an EU-wide labour market and
must continue to take advantage of these increased possibilities for employee mobility—witness the 510,000
immigrants from the Accession 8 countries who have registered to work in the UK since the last phase of
enlargement—97% of whom are in full-time work.214

Requirements for Success

Knowledge and skills

14. To improve the UK’s skills profile, all school leavers and employees should have at least good levels
of numeracy and literacy. To improve the UK’s training profile, a variety of approaches must be used to
encourage hard-to-reach employers.

15. The UK’s skills and training profile remains a “patchwork quilt”, with areas of strength and areas of
significant weakness. These must be addressed if the UK is to have the labour force it needs to drive
economic growth in an increasingly competitive global market.

16. Basic skills remain the biggest problem: too many school leavers enter the labour market without
basic employability skills—42% of employers believe school leavers lack basic literacy and numeracy.215

Around one fifth of the workforce lack the numeracy and literacy skills expected of an 11-year old.

17. Intermediate skills are poor compared to key competitors but may reflect low numbers with
qualifications rather than actual skill levels: employers report that many employees are competent at level
3, but lack formal qualifications. In Germany for example, 74% of the workforce is qualified to Level 3,
compared to just 37% in the UK.216 The UK ranks 20th across the OECD 30 for its intermediate skills levels.
But this may be because other countries are more successful in turning competency into qualifications.

210 Home-based working using communication technologies, OYce of National Statistics, October 2005. As cited in UK report
on implementation of the framework on telework.

211 Pensions: Challenges and Choices: The first report of the Pensions Commission, Pensions Commission, 2004.
212 National Employee Survey, CBI/British Market Research Board, 2005.
213 A new deal for welfare: Empowering people to work, DWP, 2006. Also cf John Hutton on the Today programme, Radio 4,

24 January 2006.
214 Accession Monitoring Report May 2004 to September 2006, Home OYce, 2006.
215 CBI Employment Trends Survey, 2006.
216 OECD 2001, as quoted in The UK as a place to do business, CBI, 2003.
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18. Higher level skills are good—but we cannot be complacent. Graduates lack the generic employability
skills employers need and the numbers taking science, technology, engineering and mathematics (STEM)
courses are weak, having previously been a source of strength.

19. One reason for the falling numbers studying science and maths at A level and beyond is the lack of
inspirational, quality teaching by specialists in the subject. Presently a quarter (25%) of schools for 11–16
year olds do not have a physics graduate to teach physics.217 This must dramatically improve to help increase
numbers studying STEM subjects at A level and beyond.

20. The GCSE curriculum should provide suYcient depth and breadth to support the progression to A
level study. This should be reinforced by a central and comprehensive source of STEM careers advice for
students, teachers and parents—highlighting various paths available to interesting, stimulating and well-
remunerated careers, helping to tackle the public’s negative image of science and engineering in the UK.

21. Overall, the proportion of the workforce with degree level qualifications has been growing and we
now compare well with Germany and France—if less well with Japan and US. The Leitch Report
acknowledges that employers are already investing heavily in employees with high levels of skills.

22. Leadership, management and supervisory skills are weaker than employers would like. While there are
many world class UK firms—of all sizes and in all sectors—a succession of reports including Porter have
drawn attention to weakness here.218 CBI surveys show that employers believe that eVective people
management is key to influencing competitiveness. Employers recognise the need to make better use of
multi-skilled teams and expect this to be more important in the future, but they see increased management
skills as a key priority. The sharing of best practice, particularly from large firms, has proved to be one of the
most eVective ways of developing leadership and management skills. This should be encouraged, as should
support for SMEs through schemes as the Investors in People Small Firms Initiative and the Small Business
Services Leadership and Management pilot scheme.

23. With regard to employee training, there are significant diVerences between firms of diVerent sizes, with
larger firms more likely to provide training—whether on or oV the job. These diVerences need to be
recognised and addressed. Figures for the last 12 months show that:

— 50% of the smallest employers (those with four staV or fewer staV) trained their staV.

— 78% of those employing between five and 24 did so.

— 91% of larger employers (those with over 500 staV) trained their staV.

24. Smaller firms spend more per employee than larger firms because they cannot take advantage of
economies of scale and often lack an HR professional who can analyse training gaps and needs. SME
entrepreneurs also often have poor experiences of formal education and training and may need convincing
of the benefits. Giving small firms advice on training gaps and helping them see the benefits of training at
first hand, can help change attitudes.

25. A diVerentiated approach is needed to support employers with diVerent training needs. The £33 billion
a year which employers spend on training is unevenly spread and simple generalisations about size and
sector are not helpful. It is more helpful to categorise employers according to:

— those who recognise the benefits of training for their business and train their staV;

— those who recognise the benefits but are not able to find appropriate provision; and

— those who do not train because they do not believe that training is worthwhile for their company—
some of whom may be entirely justified and others of whom might be persuaded to train if they
saw an economic benefit.

26. Government must recognise that blanket measures to try and address the perceived of these disparate
groups in skills provision will be ineVective.

An Effective and Flexible Labour Market

27. A flexible labour market has been a real source of strength for the last 20 years, playing a key part in
making the UK an attractive place to do business. It has helped deliver strong jobs performance by historical
and international standards, benefiting individuals. Employment has grown by 2.5 million or 11% over the
past decade, to reach 29 million for the first time. The employment rate for the working age population, at
74.6%, is up from 71.9% a decade ago, and on a comparable basis, is seven percentage points above the EU
average and amongst the highest in the world. And though ILO unemployment is up at 5.5%, from 4.7%
in mid-2005, that compares with an average of 9.0% for the 1980s and 1990s and a latest OECD average
of 6.1%.

28. Looking ahead, key objectives relate to labour market participation, regulation and cost. While
adhering to better regulation principles, public policy should aim to:

— extend working lives;

217 The Deployment of Teachers and Support StaV to Deliver the Curriculum, National Foundation for Educational Research,
Mathematics and Science in Secondary Schools: (2006).

218 UK Competitiveness: moving to the next stage, DTI Economic Paper No 3, ME Porter and CHM Ketels, 2003.
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— reform welfare systems to encourage labour market participation;

— manage migration eVectively;

— combine new family-friendly rights with support for employers;

— take a common-sense approach to equality legislation; and

— reform public sector pay and pensions.

29. Extended working lives could help towards securing the future of UK pensions. But ministers rightly
recognise that other changes, aVecting the desire to save, are needed too. However, associated obligations
on employers must remain aVordable: smaller firms will need help to cope.

30. Adhering to Better Regulation principles: No new employment legislation should be introduced unless
consistent with these principles. In the CBI Employment Trends Survey 2006, 64% of employers felt that
the increasing administrative burden of employment regulation was taking up a growing amount of senior
management time, with the majority only expecting this to worsen in the near future. This is not a sustainable
approach if the UK is to retain its reputation as a place to do business. Looking forward, it is vital that the
Government focuses on simplifying the law where appropriate and providing better advice and guidance to
companies—with respect to UK and EU legislation.

31. Extending working lives: We need to increase the number of older workers by one million. The key
challenge going forward is therefore to raise participation rates amongst older workers as well as to raise
retirement ages. The CBI 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.

32. Despite the fact that life expectancy has increased considerably over recent years, average retirement
ages have been falling until fairly recently. The UK has a good track record on participation rates of 50–64
year olds in comparison to much of the rest of the EU with a 53% participation rate—62% among men and
45% amongst women. However, there is considerable scope to do more, given the CBI survey finding that
nearly 40% of 55–64 year old men have dropped out of the labour market, as well as over half of all women
in the same age group.219

33. Reforming welfare systems to encourage labour market participation: The CBI supports Government
plans to move a million claimants from Incapacity Benefit into work. Business wants to see improved
support for firms helping people back into work—the roll-out of the Government’s Pathways to Work
should help. The DWP’s current examination of “alternative approaches to simplification” of Statutory Sick
Pay (SSP), following the shelving of plans to remove waiting days before SSP is payable, is welcome, and
could be lead to greater administrative simplification. But simplification must lead to a genuine reduction
in administrative costs—and not an increase in absence. Merely tinkering with the current system must
be avoided.

34. Managing migration eVectively: We need a more targeted approach to enforcing laws on illegal
working and fewer firms having to outsource visa applications. The business benefits of migration are clear:
the 510,000 migrants from the enlarged EU who have registered for work since May 2004 have contributed
to the UK’s continued growth at a time when national employment levels remain well above both the EU
average and the Lisbon target of 70%. Business concerns on migration centre on illegal working. Current
arrangements for ensuring employees have leave to work in the UK are too complex (40% of firms sub-
contract external experts to process applications) and too expensive (the total cost of Work Permit
applications was some £52 million in the most recent year for which figures are available).220

35. Combining new family-friendly rights with support for employers: We need a balanced approach
enabling firms to cope with additional burdens. Extending family-friendly rights must be accompanied by
appropriate employer support—particularly for small firms—to enable them to cope with these extra
burdens. To date, there has been little additional support and Government must deliver on its commitment
to a “one in, one out” approach to regulation in this area.

36. Taking a common-sense approach to a review of equality legislation: Better quality advice for
employers is required. The Government’s Discrimination Law Review must respect its own Better
Regulation principles. Any new legislation must eVectively tackle discrimination without creating a burden
for employers who are already struggling with the plethora of employment laws and regulations. The key
is to provide employers with high quality guidance on their obligations, not to create new ones—the new
Commission for Equality and Human Rights should see this as a key priority.

37. Reforming public sector pay and pensions: The growing divergence in pay and pensions practices
between the public and private sectors must also be addressed. This is the subject of a separate submission.221

Public sector employers must follow their private sector counterparts in dealing with pensions deficits and
placing their future occupational pensions arrangements on a sustainable footing. CBI members welcome
plans to cap employer contributions on two of the largest unfunded schemes (NHS and school teachers) and

219 CBI Employment Trends Survey, 2006. CBI, 2006.
220 A Points-based system: Making Migration Work for Britain: Partial Regulatory Impact Assessment, Home OYce, March

2006.
221 For what it’s worth: managing public sector reward 2008–11, CBI, 2006.
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wish to see this extended across the whole public sector. Longer term, as new patterns of pension provision
in the private sector bed in, public sector employers should look to reshape their arrangements in order to
achieve broad comparability of provision.

38. Securing the future of UK state and occupational pensions: The planned reforms of the state pension
system—funded through a medium term rise in state pension age—should reduce disincentives to save going
forward and provide a solid platform upon which individuals can save privately. The introduction of a new
low cost national savings scheme for those without access to a company pension should help increase savings
levels amongst those currently not saving for retirement, and the CBI will work with others to ensure its
success.

39. Helping smaller firms cope with new pensions obligations: Smaller firms must be given support to cope
with required changes in pension provision, and the CBI has identified a number of alternative packages
which could be financially viable. The Government must also create a more supportive environment for
occupational provision. Employers paid in £12.2 billion during the first quarter of this year—nearly half,
£5.9 billion, due to special payments, which were 134% higher than a year ago.222 This is impacting on
corporate profitability and investment levels, leading to reductions in dividends, and in some instances
constraining corporate borrowing policy.223

Poverty and Social Exclusion

The CBI Supports Action to Lift People Out of Poverty Through Training and Employment

40. Employers welcome the Government’s commitment to raising living standards and tackling poverty
through reforms to the tax and benefits system. Significant improvements have been made here: 2.4 million
people out of relative poverty since 1997 and a 15% decrease in pensioner poverty.224 There is clearly much still
to do, and an emphasis on employment is now right. Having a job is the most eVective way of securing
against the risk of poverty, and ensuring that people have the skills employers needs is vital if people are to
make the move from welfare to work. OYcial figures show positive developments here:

— high UK employment rates have helped reduce the risk of poverty: being at work reduces the risk
of poverty by two thirds. Eurostat figures show that those with a job in the UK have an “in-work
poverty risk” of 6%—well below the “total poverty risk” rate of 15%.

— participation in education amongst young people from deprived areas has risen in recent years:
participation in higher education among young people from the most deprived wards has risen—
from less than 5% in 1960 to around 16% in the early 1990s. But this is still lower than the 40%
HE participation level for young people from less deprived areas, highlighting the need for more
work in this area.225

— government action to provide basic skills for all is having a positive eVect. The CBI has drawn
attention to problems with the basic skills of the UK population—these are needed to succeed in
employment. Employers have welcomed the Government’s focus on giving free skills training to
those without a Level 2 qualification through the Train to Gain programme—this has already been
used by over 26,000 employees at over 7,000 companies. It has the potential to particularly benefit
workers from social groups with lower than average employment and educational qualification
rates.226

A Policy Blueprint

Improving education and skills

41. Employers support the Leitch Report’s recommendation that the skills needs of employers—and
their employees—should be put at the heart of the UK’s adult training system. Leitch is right to advocate
that training should be demand-led, and that public funds should only go to those vocational courses
accredited by employer-led Sector Skills Councils. The Government should move forward on these
recommendations which could, if fully implemented, improve the UK’s skills profile significantly over the
next two decades.

42. Government action is needed to raise educational outcomes and eVective policies to address skills
issues are a priority for business. Government must place skills at the heart of its planning for the period
covered by the present CSR. Business needs the Government to focus public spending on basic skills and
stimulate demand for training through a stream-lined system for sourcing and funding.

222 OYce of National Statistics, 2006.
223 CBI Pensions Survey 2006. CBI, 2006.
224 Making a diVerence: tackling poverty, a progress report. DWP, 2006.
225 Leitch Interim Review, December 2005.
226 DfES, August 2006.
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43. The Government needs to address both the inflow and stock of people with low literacy and numeracy
skills; too many school leavers still enter the labour market without basic employability skills, and too many
employers are left to provide remedial training. It must ensure the new functional skills modules in GCSEs
and vocational diplomas, to be rolled out from 2008, equip young people with the basic skills they will need
in the workplace.

44. The Government must ensure that young people come into the workplace with generic employability
skills such as team working, problem solving and communication as well as the right attitude to work. Work
experience can be an excellent way to develop these skills.

Streamlining the Public Provision of Skills

45. The CBI has supported the Government’s proposals to put workforce skills at the heart of its funding
for Further Education colleges. But more FE colleges must provide a flexible, tailored service to their
customers—employers and individuals are the best judges of their own skills needs. The LSC has recognised
the need to “radically simplify our funding methodology and allocation process”227 to help raise college
performance. Its agenda needs to produce concrete results as employers are expressing considerable
dissatisfaction at present. But the Government should go further and consider more radical reforms:

— the skills system—seen by many as an “alphabet soup”—is diYcult to navigate, even for highly
sophisticated employers. Some large firms want to deal at a national level, others find a regional or
sectoral approach most helpful and SMEs often work best through sectoral or local clusters; and

— the supply of government-funded training is at present channelled largely through further
education colleges. The CBI has called for an end to the ring-fenced funding for FE colleges.
Competition should be widely used to ensure that the provider that supplies courses is the best one
available.

46. Global competition requires higher skills. To deliver this, we have no alternative but to improve the
quality of our higher education system and to increase the quantity of graduates. Greater business-university
collaboration could make a contribution:

— employers must better articulate their demands for technical and employability skills;

— businesses could work more closely with universities to develop relevant courses, building on the
good practices already in existence; and

— a system of kitemarking could be introduced for institutions that help develop employability skills,
and for quality courses which meet employer needs for specialist skills. Kitemarking and better
careers advice would help students make more informed choices.

Increasing the Demand for Training Through a Differentiated Approach

47. Segmenting the market in this way is helpful in identifying where eVorts to raise skills should best be
targeted. Government action should take this analysis into account, and consider four strategies which
would be eVective in addressing this area:

— ensuring the Government takes responsibility for basic skills training and partial funding of
intermediate skills in priority areas. Employers recognise they have responsibility for training their
staV to do their jobs;

— sourcing and signposting good quality training for employers. This is particularly relevant for
those who want to train but cannot find suitable training provision—12% of employers who do
not train could not find appropriate courses, despite wanting to invest their staV;228

— providing employers who do not see the value of investing in training with skills audits. Three-
quarters (71%) of this group believe that all their employees are already at the appropriate skill
level, yet evidence from the Small Firms Initiative (introduced as a result of CBI lobbying)
indicates that where firms were given a free “skills audit”, three-quarters then trained their staV
and half of firms saw improvements in productivity and employee motivation; and

— giving employers a clearer voice to articulate their training needs. Sectors can play a key role, but
local approaches can also be successful for SMEs while large employers operating at national or
global level will want to use a national approach.

Ensuring an Effective Labour Market

48. In this area the Government needs to:

— simplify employment regulation;

227 Learning and skills: the agenda for change, LSC, 2005.
228 National Employers’ Skills Survey 2005: Key Findings, LSC, 2006.
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— introduce financial support for smaller firms aVected by compulsory pension contributions and
containing PPF costs for business;

— improve basic skills for older workers who need them to continue in or return to work;

— support employers in their drive to provide rehabilitation for employees;

— implement a points-based migration system, an eVective management of European migrants, and
a simplified framework to combat illegal working; and

— provide guidance and clarity for employers on equality legislation.

Simplifying Employment Regulation and Easing Employers’ Administrative Burdens

49. As well as simplifying existing regulations on working time and TUPE, the Government should
commit to not introducing further new employment rights unless consistent with better regulation
principles, to introducing no more than one employment bill per Parliament, and to reviewing the
eVectiveness of all new employment regulations no more than two years after implementation—particularly
reviewing the burden on business. The Government should focus on supporting firms to deliver higher
business performance to the benefit of employers and employees—in line with the DTI’s March 2006
“Success at Work” policy document.

50. The Government should also avoid “goldplating” EU Directives. Inconsistencies in implementation
across EU member states cause diYculties for business operating in more than one EU Member State since
they may have to deal with several versions of one directive at any one time. This would also counter-act
the creation of a level playing field in the internal market.

Containing Employers’ Pension-related Costs

51. A time-limited financial support package for all smaller employers is essential to help them absorb the
cost of a 3% compulsory employer pension contribution. We support an approach whereby small employers
would be reimbursed for a proportion of the pension contributions they have made into the NPSS on behalf
of their employees. The CBI believes a 1% deduction for each employee in NPSS would be appropriate with
the Government making up the shortfall. Indicative costings by CBI staV suggest that such a scheme would
cost approximately £850 million per annum.

52. The total Pension Protection Fund (PPF) levy now stands at £575 million per annum up from
£300 million in the year it was introduced. Reducing the cost of the levy to business must be a priority and
we have suggested a number of alternatives including Government acting as guarantor, reducing the
generosity of PPF benefits or directly charging all scheme members part of the cost of the levy.

53. Deregulating occupational pensions through an eVective package of simplification proposals could
help make occupational pensions more sustainable going forward. Priority areas include removing or
reducing indexation for future accruals, flexibility to modify pension age to reflect increased longevity,
easing revaluation terms for early leaver benefits before they come into payment and reviewing the
requirement for schemes to have a certain percentage of Member Nominated Trustees due to the burdens
of finding suitable candidates.

Improving the Basic Skills of Older Workers

54. To facilitate longer working lives amongst this cohort we need to ensure that older workers retain
their employability and that skills and rehabilitation issues are addressed. Improving the basic skills of older
workers will help improve employability amongst this age group. The Government’s Train to Gain initiative
is designed to raise the skills of those 3.5 million workers who lack basic skills and will cost £1 billion when
fully rolled out. The CBI fully supports this initiative.

Supporting Employers in their Drive to Provide Rehabilitation for Employees

55. Recent CBI figures from the CBI/AXA Absence survey show 84% of firms now oVer rehabilitation
schemes to assist staV in returning to work.229 However, employers feel they need more support from
employees’ GPs. The Absence survey shows that around one third of employers would oVer rehabilitation—
or more rehabilitation—if they could rely on better support from employees’ GPs (35%) and/or some
assistance with costs (32%).

229 Absence minded: absence and labour turnover 2006, CBI, 2006.
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An Effective Migration System

56. Making the migration system more employer-friendly would not be high cost and would, if
implemented eVectively, save the Government and employers money while adding to the strength of the
labour market and the economy. Government should:

— implement plans for a points-based immigration system for all non-EU migrants;

— maintain its current approach to A8 nationals and encourage A2 workers to apply for work
permits based on skill shortages; and

— simplify the laws governing illegal working and target enforcement on rogue employers.

Guidance and Clarity for Employers on Equality Legislation

57. Better information and support for employers is key to better outcomes. In light of this, the
Government must:

— resist pressure to extend legislation on positive action;

— improve information, guidance and advice;

— turn public procurement into an eVective lever for promoting diversity; and

— work in partnership with business.

December 2006

Memorandum submission by Ethnic Minority Advisory Group

Executive Summary

The Ethnic Minority Advisory Group supports the work of the Ethnic Minority Employment Task Force
in seeking to reduce unemployment levels among ethnic minority groups. We believe the single most eVective
tool available to the Government is in the field of procurement and we wish to see employers being
encouraged to have more diverse workforces and be incentivised by being better placed to receive public
sector contracts.

Additionally, we have highlighted other areas of public policy that we feel need to be strengthened or
applied more vigorously to ensure that enforcement of the Government’s stated equality objectives are
seriously adopted by the public and private sector, so that we achieve equitable employment outcomes for
ethnic minorities.

Introduction

The submitter is the Founder of The Cinnamon Club and Roast restaurants in London. His non
commercial activities include working with The Prince’s Trust and being ambassador to a new international
arts project in Hoxton. He is also active in the food lobby and works closely with Food From Britain. As
Chair of EMAG, he sits on the Ethnic Minority Employment Task Force.

1. The Ethnic Minority Advisory Group was launched in the summer of this year to harness a wide
spectrum of opinion to oVer Government suggestions on how best to reduce levels of unemployment among
ethnic minorities in the UK.

2. Membership of the group is comprised of people from many levels of experience and expertise and as
a body they bring an enlightened perspective which I am then briefed to pursue.

3. EMAG welcomes the creation of the Ethnic Minority Employment Task Force as an indication of the
commitment this Government has towards this issue. Membership to this Task Force has been expanded
to include more departments and this too is to be welcomed.

4. EMAG members are keen to see current policy and policy direction strengthened in order to bring
ethnic minority unemployment levels down to those of the rest of society. It would take a minimum of 45
years and anywhere up to 100 years for the market to sort this process out for itself.

5. This is not a viable option. Government has at its disposal tools that can make significant dents into
reducing levels—there is a current 15% disparity. Employment rates among ethnic minorities are 59.7%
compared to 74.7% for society as a whole.

6. For the purposes of this submission, let’s set aside arguments on fairness or equality of opportunity.
If we were to bring the proportion of ethnic minority JSA customers in line with the rest of society, there
would be 66,000 more ethnic minority people oV the claimant count. This equates to a benefit saving of £265
million pounds and would greatly enhance the revenues going to the exchequer in the form of income tax
and other taxes, such as VAT as spend power increases.
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7. According to the National Statistics OYce Annual survey of Hours and Earnings, the median weekly
pay for full-time employees in the UK is currently £447, which equates to a yearly salary of £23,244. Each
1% point improvement in the ethnic minority employment rate gap equals an additional 33,000 people in
work. Taking a median yearly wage of £23,244, that amounts to £7.67 million of potential tax income.

8. Government priorities seem to be focussed on other elements of social welfare, like child poverty,
where there is a commitment to reduce this by half within 10 years. This is to be welcomed and we would like
to see a similar commitment being made to unemployment among ethnic minorities. 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.

9. We do not believe that there is any deliberate attempt to hinder the life chances of one section of
society, but like it or not this is in eVect what we see to be happening if not by intention then at least by
consequence. We are informed that new initiatives, whilst not specifically addressing ethnic minority issues,
will in eVect still have positive benefits in this regard and we await evidence of this.

10. The most powerful tool the Government has at is disposal is ironically the one it seems least inclined
to use. Procurement policies have proved highly eVective in many countries in reducing disparities. By
rewarding companies that have diverse workforces with Government contracts, we have an eVective
mechanism to make significant change.

11. The importance of using procurement policies as an instrument to reverse employment disparities and
assist enterprise growth amongst minority ethnic groups has been long recognised by the UK Government.
For instance, the Race Equality Unit at the Department for Communities and Local Government has been
given lead in devising and consulting on the Governments Draft Diversity Delivery Plan for the Olympics.
The current draft focuses on community and civic engagement, procurement, housing, training,
employment and volunteering, and achieving real equality and diversity outcomes are central to its broader
aim of delivering the “best games ever”.

12. However, the best way to achieve these worthwhile outcomes is through the use of robust and
dynamic procurement policies that provide all contractors with a clear understanding of what is required
of them in terms of equality and diversity objectives. Whilst 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. EMAG feels that 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.

13. Additionally, EMAG feels that more consideration needs to be given to:

— How existing procurement policies and associated equality and diversity procurement codes
interface.

— What positive incentives to comply with equality and diversity procurement codes should be
introduced.

— What sanctions will be put in place to ensure compliance equality and diversity procurement codes.

— Methods of enforcement, monitoring and by whom.

14. Fatima, the Asian women’s network based in Leicester, whose founder is one of EMAG’s vice chairs,
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. Moreover evidence from at least three cities—Leicester, Birmingham and SheYeld—
confirms that local authorities are ill-equipped to support ethnic minority organisations and their
procedures, so even at the pre-qualification level are barriers to entry. The situation is more urgent given that
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. Programmes like Future
Builders, handled by the OYce of the Third Sector, are very concerned about this as the basis for supporting
major capital investment is repayment through public sector contracts and if organisations that they have
vetted and supported over two years are not having success, we have to ask what chance is there for the
others.

15. EMAG feels that the Government should champion diversity initiatives and not be fearful of false
accusations of ethnic quotas. There is a strong business case for diversity and we should be making the
argument to employers that a diverse workforce is beneficial to them and as a by-product of this they are
helping redress an imbalance which should really not be allowed to exist in enlightened society.

16. Employers will understand the message on any one of a number of levels. They may think crudely
that if they follow diversity procedures they are likely to win more business. Alternatively, they may feel a
wider sense of responsibility to the communities they are based in.

17. Conversely, research shows an alarmingly high and rising level of employer discrimination on the
grounds of race. The next element of irony is that without procurement policies in place, it is extremely likely
that such employers are being awarded government contracts.
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18. It is generally accepted that good diversity and equality practice brings benefits to business. A report
from a Private Sector Task Force set up by the Institute of Public Policy Research in 2004 stated that “the
benefits for large and small businesses in having well thought out and well implemented policies on race
equality are straightforward: they will gain competitive advantage.”

19. The main arguments for a company to develop policies to boost the diversity of its workforce are:

(i) Diverse talent pools: The ethnic minority working age population is growing proportionately
faster than the overall working age population (it is often quoted that ethnic minorities represent
roughly half the overall growth in the working age population). With employers continuing to
struggle to recruit skilled workers, it is important they broaden their net as much as possible.

(ii) Reduced turnover: Replacing staV is expensive, costing, on average, in excess of £4,000 for a single
employee (CIPD estimate). Ensuring that ethnic minority staV are fairly treated and seen to be so
is important in reducing turnover.

(iii) Meeting customer needs. In 2003, the spending power of ethnic minority communities was put at
£32 billion a year. Companies with a diverse workforce will be better able to understand these
markets get their business.

(iv) Creative mix: There is evidence that diversity can bring about a more dynamic and broader range
of ideas and viewpoints and therefore greater creativity.

(v) Public reputation: Good diversity practice reduces the risk to reputation of tribunal cases and
projects a more positive image to minority communities.

20. One of our members runs the Black Training and Enterprise Group, which has been involved in
delivering a very successful pilot employment programme known as Building Futures Jobs Ecosystem
funded by HMT and DWP via the Invest to Save Budget. Talent Recruitment Ltd and BTEG are the lead
partners and they work with up to 20 voluntary and community organisations in five London boroughs.
Nearly 600 people have been placed into work this year. We believe such projects can be followed on a wider
scale to great reward.

21. Another member of the group is from the Equal Opportunities Commission, who have given oral
evidence to the Committee. This member has highlighted to the group the need to address unemployment
levels among ethnic minority women, which is much higher than male counterparts. Whilst there are some
cultural contributory factors here, there is clear evidence that many employers discriminate doubly
discriminate on grounds of gender as well as race. We would like to see stronger measures taken against
employers found guilty of such behaviour.

22. Another member of the group is with the Yorkshire based organisation ATL, which focuses on
diversity and enterprise opportunities. Their graduate zone programme has been set up to enable graduates
living in the most deprived wards in Bradford to find jobs that are suited to their particular academic
backgrounds so they focus on developing underemployed or unemployed graduates. The programme is
funded by Fair Cities. Currently unemployment in the inner city wards amongst graduates stands above 15%
of the national average and increasing.

23. The key barriers they identified were:

— Discrimination based on postcode.

— Discrimination on the name of the applicant.

— Barriers around gaining the relevant experience within their chosen disciplines.

— Skills deficiencies of candidates in interview and selection techniques.

— Employers require specific degrees that specialise eg IT generalists actually require software
development specialism.

— Confidence and self motivation of ethnic minority employees.

— Not enough awareness amongst ethnic minorities for appropriately planning for job searching.

— Serious lack of role models and representation of ethnic minority personnel within the top to
middle management tiers within the private and public sectors so the business/economic case for
diversity is not being embraced fully.

— Government targets and outputs actually deter delivery organisations from delivering a quality
service and are mainly designed around persons placed into jobs.

24. Some of the solutions they have implemented and which are making an impact:

— One to one mentoring and coaching around recruitment and selection techniques.

— Workshops that allow for group interaction, sharing of experiences and action plans around “how
participants will job search”.

— Group attendance to jobs fairs (with instruction on what to do).

— A network that holds specialist employer events.
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25. This submission has concentrated on procurement policies as this is the area where we see that the
Government needs to show its commitment on reducing unemployment amongst our ethnic minority
communities. EMAG also believes that much more can be done to empower ethnic minority citizens to
compete for jobs on an equal footing giving them the appropriate skills that employers require of them and
we will be taking up these ideas with organisations like the Learning and Skills Council.

26. We also believe that removing the disparity in life chances that are the result of disproportionate
unemployment levels has a direct impact on social cohesion. Whether it’s in Brixton or Bradford, you are
less likely to throw bricks if you have a job.

Iqbal Wahhab

December 2006

Memorandum submitted by Federation of Small Businesses

The FSB welcomes a Government aim to achieve 80% employment, but would urge against achieving this
by extra regulation or enforcement. Many members of the FSB have less than five members of staV and the
sheer lack of numbers can mean that there is less scope for diversity, through no intention of the employer.

In an employment survey carried out on over 2,500 businesses by the FSB in 2006 , it was found that 35%
of those surveyed did not have any employees and the main reasons given were that employees were
considered too great a business risk, the overall burden of regulation was too oV-putting and so was the
complexity of employment regulation. This would suggest that if the Government wishes to ensure a
sustainably increased rate of employment, that businesses must be allowed to thrive in a flexible
environment which allows them to expand and create more employment opportunities without being
inhibited by heavy regulation.

Most small businesses have an open-minded attitude towards the staV they employ. They will frequently
oVer their staV more individually tailored working conditions due to the fact that the employer/employee
relationship is generally more established than that in a larger organisation. For example, if the employee
was a lone parent, the employer may know them well enough to oVer flexibility and support where possible.
This tends to work successfully on a voluntary basis. An example of regulation which would work against
the principle it was set out to achieve, would include the enforcement of workplace nurseries. This would
be impractical for a small business and impossible to comply with, therefore less employment opportunities
would be created.

I hope this is helpful, although I am aware that I have not addressed many of the specific bullet points
which are not really areas on which the FSB has a policy. If there is any specific issue you feel you would
have liked to have commented on, or anything you wish me to expand on, please feel free to come back to
me and ask—I am still quite new with the FSB and am always keen to learn!

Lucie Goodman

December 2006

Letter from Cay Stratton CBE to the Chairman

I would like to thank you and members of the Select Committee on Work and Pensions Select for inviting
me to share the experience of the National Employment Panel. I am writing now to follow-up on several
points that I was unable to answer during our session.

I thought it might be helpful if I took this opportunity to summarise the key principles that the National
Employment Panel has advocated consistently and some of the design features that we believe are important
for programmes serving disadvantaged people.

NEP Principles for the Delivery System:

— Within a national framework of clear policy objectives, we need to devolve more authority and
accountability to local areas.

— Our objective should be to move people from poverty to economic self-suYciency; in practice this
means helping individuals to get jobs that pay decent wages and oVer opportunities for career
progression.

— We should integrate employment and skills into a unified local system that serves two customers
equally well: individuals and employers (a dual-customer system.)

— We need to engage employers: as leaders in helping to set local strategies; as designers in shaping
programme provision; as intelligent consumers—hiring our clients and ensuring their HR
practices are fair and eVective.
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— We must drive towards a high performance system that has high ambitions for the people we serve;
sets stretching targets and pays for job entry and retention results; and increases accountability
and customer choice through comparative information and public report cards.

Design Features of Demand-led Programmes

As I indicated in my evidence, the current system is highly eVective for many people, particularly those
who are more job-ready. It is less good at helping those with multiple barriers to employment to get, stay
and progress in work. Our experience is that the right job, with a known employer, can serve as a powerful
magnet to draw disadvantaged people into work. It is for this reason that the Panel developed “demand-
led” programmes such as Ambition and Fair Cities.

Demand-led strategies are based on the premise that the better we meet the needs of employers, the better
that we will help our clients to succeed in work. To do this, we 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 the individual has the requisite skills.

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. While each is diVerent, the pipelines share some common features:

— Outreach and recruitment using community organisations with credibility in the target
population;

— Good diagnostic assessment to identify aptitude, aspiration, skills and motivation, and to map the
most eYcient route to the job;

— Integrated skills and work experience that is designed specifically for the target job;

— Case management from start through initial weeks in the job.

The systems that underpin a demand-led programme such as Fair Cities are critical. They include:

— Fast and flexible procurement that can respond to diverse employer and individual needs;

— Contracts that have stretching performance targets, give serious weight to retention and pay for
both outcomes and the degree of client disadvantage;

— MIS systems that track individual progress and provide “real time” information on contractor
performance;

— Capacity-building for providers to understand employer needs and help re-engineer programmes.

I believe this last point is particularly important. We have found few organisations in the voluntary and
community sector with the capacity or competence to deliver demand-led programmes. Yet these
organisations are essential to reaching our most disadvantaged clients. To address this problem, the Panel,
in collaboration with the Black Training and Employment Group and Public Private Ventures in the US,
has developed a new initiative called Working Ventures UK (WVUK). WVUK is currently working with 20
employment and skills providers to develop their ability to plan and deliver high performance programmes.

It is still early days but WVUK results are promising and potentially far-reaching. In our view, if DWP
intends to deliver more public services through VCS organisations, it will need to act as an investor—not
just funder—and support the future development of a more eVective and diverse provider market.

Select Committee Questions

Two specific questions were raised by Committee members that I was unable to answer at the time. The
first was the estimated number of staV that are employed by Board members of our 10 Employer Coalitions.
Based on a rough estimate, we believe that the figure is approximately 2,700,000 or 10.8% of the total
number of employees in the UK. This does not include many of the extended employer networks and sector
organisations to which these Board Directors are connected.

The second question related to how much of the 15% employment rate gap between ethnic minorities and
the total population can be attributed to the “ethnic penalty” and, specifically, to employer discrimination.
As I indicated, our Business Commission for Race Equality in the Workplace is currently examining this
question. We estimate that about 30% of the gap is caused by employer discrimination.

The Committee also asked for information about the remaining 70%. In response, I am attaching the
specifications for the research that Professor Anthony Heath of Oxford University is conducting for the
Business Commission. Included in his findings will be a breakdown of all component parts of the
employment rate gap. His report is scheduled to be submitted in mid-January 2007 and I will forward
the results of his research to you then. I will also send the Committee a copy of our final report when it is
completed in early summer.
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Supplementary evidence submitted by DWP

Further to the Department’s memoranda to the Committee’s Inquiry into “how the Government will
reach its aim to achieve an employment rate of 80%”, the Committee asked for further information on the
following points:

(i) In paragraphs 3.8 to 3.10, you explain that the current employment rate measure (which takes
account of those aged 16-59/64, moving to 16–64 by 2020) will continue to be the headline measure
of employment, but that you are thinking of adopting, in addition, the OECD’s “employment/
population ratio” which is achieved by dividing the total number of people in work by the 16–64
population. You ask the Committee’s views on the merit of this approach. Please provide further
analysis of the implications of the two diVerent measures in order to inform the Committee’s
consideration of the issue. Has the Department considered any other ways in which the
employment rate could be measured? Have they consulted with the OYce of National Statistics
and, if so, what opinion have they expressed?

(ii) In paragraph 6.12, you say that the Department’s ongoing programme of research and analysis
will continue to extend understanding of the relative performance of private, voluntary and public
sector provision. Please provide your existing analysis of the relative performance and costs of
private, voluntary and public sector provision, in particular, the relative performance and costs of
Employment Zones and New Deal 25 plus.

(iii) The Committee would also like details of analysis of the relative chances of employment of the
groups covered by PSA Target Four: lone parents, ethnic minorities, people aged 50 and over,
those with the lowest qualifications and those living in the Local Authority wards with the poorest
initial labour market position. In particular, what analysis has been done of the extent of
employment disadvantage associated with particular characteristics, the extent to which such
characteristics overlap within the target groups and the impact on chances of employment of
having multiple disadvantaging characteristics? For example, what number and proportion of
over 50s also have a) low skills; b) a disability; c) are from an ethnic minority group. What number
and proportion have what combination of such characteristics? In each case, what is their chance
of being in employment? Could you also provide data on the number and proportion of the
national total of each of the above priority groups that live in the fifteen areas chosen to be City
Strategy pathfinders?

Question I

Currently 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.

Once State Pension Age is equalised, this rate would become the number of employed people aged 16–64
as a percentage of the population aged 16–64. The Department understands that ONS intends to make this
available as part of the monthly Labour Market First Release by 2010, resource permitting.

As neither of these measures (16 to SPA nor 16–64) includes people working beyond 65, and as this group
of people are a key part of the government’s employment strategy, it would seem desirable to do look at
how these workers can be included as part of the Government’s long-term aim of an 80% employment rate.

Three options to do this have been considered:

1. Measure all those in employment over the age of 16 as a proportion of the population of all over 16.

2. Take all those employed over the age of 16 as a proportion of the population of 16 to 64, plus those
“economically active” over 64.

3. Measure those employed, aged over 16, as a proportion of the 16 to 64 population. This would
technically be an “employment/population ratio”.

Measure 1 is an internationally-recognised measure, and is published as part of the Labour Market First
Release, but would not be appropriate for measuring progress towards 80% (it would require an increase
in the order of 20 percentage points).

The second option is arguably a closer reflection of the government’s policy approach and superficially
attractive. The denominator would be the “working age” population plus only those people aged over 65
who are either in work or actively seeking work (ILO unemployed). However, this would be very diYcult
to explain and to present, particularly to a non-technical audience. It is also not, to the Department’s
knowledge, a measure that has been used by any other organisation, government or commentator.

The third option includes only those older workers who are in work, and only includes them in the
numerator. This is (relatively) simple to present and is consistent with the employment/population ratio used
by the OECD. It is therefore the Department’s preferred option.

The Department has discussed, and continues to discuss, these options and others. Another approach,
for example, could be to exclude 16–17 year olds who are in education, and/or all students.
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The Department would be happy to consult on using any or all of these measures. OYcials would also be
very happy to appear before the Committee to discuss the relative merits and issues with these measures.

Looking at the current employment rate, future rate after equalisation, and the employment ratio gives
the following graph.

Employment since 1971
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* NB for 92 to 94 Northern Ireland data is only included in Spring Quarters                                                                                                                 Source: Labour Force Survey, ONS

The Department has had informal discussions with ONS and they are content with the intended
approach. ONS have advised the Department to make a formal approach to them to clear any new measure
and to consult on it. The department is minded to start a (small) formal consultation after the Committee
inquiry reports, and would therefore welcome your views to inform this. Following the consultation, the
Department will then take a final view on a measure with the ONS.

It is not the intention that any measure will replace the headline employment rate. This will continue to
be the headline measure of UK employment.

Question II

The Department is currently developing its understanding of the relative performance of diVerent delivery
models. Analysis is most robust in comparing private sector-led Employment Zone performance with the
public sector-led New Deals. Given this, and the Committee’s focus on Employment Zones and New Deal
25plus, the evidence presented below is primarily based on analysis of provision for the 25! client group.

In some cases, such as Employment Zones, it is not a simple comparison between public and private sector
led provision. Employment Zones have greater flexibility than the public-sector led New Deals in terms of
the provision that they can oVer clients. Consequently, diVerences in performance may be due to diVerences
in the delivery model or diVerences in flexibility or both.

It would not be sensible to simply compare the total costs and outcomes for Employment Zones and New
Deals. Employment Zones operate in some of the most disadvantaged labour markets in the country whilst
the New Deals operate nationally. Consequently, Employment Zones may face a more diYcult and
potentially more costly set of clients. To make the comparisons as fair as possible, the comparison is made
between the outcomes and cost of Employment Zones and the outcomes and cost of delivering New Deals
to people in areas that the Department previously found to be similar to the Employment Zones.

A major study230 of the 25! client group found that former Employment Zone participants had a
significantly higher probability of being in paid work than those on New Deal around 10 months after clients
were eligible for programmes (see table 1). Some 20 months after becoming eligible to participate, the gap
in job outcomes was no longer statistically significant. Looking at full-time jobs only, Employment Zones
did maintain a significant advantage over New Deal.

230 “Evaluation of Employment Zones: Report on a cohort survey of long-term unemployed people in the Zones and a matched
set of comparison areas” by National Centre for Social Research, DWP Research Report W176, November 2003.
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Table 1: EZ and ND25! comparative outcomes for all jobs

Experienced work at Experienced work at
10 months 20 months

ND25! 24% 51%
EZs 34% 55%
% point diVerence 10 4

A more recent cohort analysis of administrative data found that Employment Zones achieved a higher
percentage of starts into jobs and sustained jobs than their New Deal comparison areas (see table 2).

Table 2: Estimated job outcomes in Employment Zone and New Deal Comparison areas (percentages)231

EZ ND25!

2004 Qtr 3 Jobs 40 34
Sustained jobs 34 25

2004 Qtr 4 Jobs 36 33
Sustained Jobs 31 24

For the reasons set out above, we cannot simply compare the costs of Employment Zones with those of
the New Deal nationally. Instead, analysts have tracked cohorts through the programmes to see what they
did and for how long and combined this with estimated unit costs of diVerent activities to get the total cost
of delivering these programmes. These cost estimates are provisional. They relate to all those who started
on these employment programmes in the second half of 2004, and who were not early starters. Table 3
summarises the results.

Table 3: Comparing the Estimated Cost of Employment Zones and New Deal 25 plus (2004)232

ND25! comparator
EZ25! cohort

Cost per start £1,800 £1,300
Cost per job £4,700 £3,700
Cost per sustained job £5,400 £5,200

Wider evidence on the relative performance of diVerent delivery models highlights the following results:

— Employment Zones for Young People: A recent cohort analysis of administrative data found 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.

— Private Sector Led (PSL) New Deals: There has not been a large amount of analysis of PSL
performance. However, the analysis that does exist shows that the PSL New Deals have slightly
better job outcomes than the Jobcentre Plus delivered New Deals. The Department’s initial
analysis suggests PSL–NDYP delivers these slightly better outcomes a bit more cheaply than
Jobcentre Plus. This result does not hold for the 25! client group.

— Action Teams: A recent review of Action Teams233 found that the 25 PSL teams only met 78% of
their job entry targets in April 2004–March 2005 compared to the 40 Jobcentre Plus teams who
achieved 140% of their job entry targets. PSL teams, as a whole, achieved 69% of their outcomes
for non-JSA customers, compared to Jobcentre Plus teams, as a whole, who achieved 76%
(exceeding their target of 70%). Jobcentre Plus led teams secured job entries for a greater
proportion of clients claiming Income Support and Incapacity Benefit, and were less likely to place
clients into work who were not claiming any benefit. PSL teams, as a whole, moved into work
proportionately more clients who had only been out of work for a short time than Jobcentre
Plus teams.

— Working Neighbourhood Pilots: Five of the twelve Working Neighbourhood Pilots ran in
Employment Zone areas. Given the small scale of the pilot areas, comparisons between

231 These are provisional results based on the analysis of 2 cohorts of EZ and ND clients starting programmes between July—
September and October-December 2004. Figures show the percentage of starters entering jobs and sustained jobs (ie those
with a 13-week gap in JSA after job entry.).

232 These estimates are provisional. As in table 2 a sustained job is defined as a 13-week gap in JSA claim after job entry. The
ND25! comparator costs are based on the meetings that we expect people to attend whilst on ND25!.

233 “Review of Action Teams for Jobs” (2006) DWP Research Report 328 IES.
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Employment Zone and Jobcentre Plus Working Neighbourhood Pilots are diYcult. An evaluation
of the pilots found no significant diVerences in job outcome performance between Employment
Zones and Jobcentre Plus.234 Further analysis on these figures is underway.

Question III

The evidence in the area of employment disadvantage in relation to diVerent characteristics is evolving.
In a Departmental publication in 2003, “Full Employment in Every Region”235, the Department summarised
work by Professor Berthoud who emphasised that multiple disadvantages reduced the probability of moving
into work. Since then the work the Department has done has stressed the importance of the diVerence
between unemployment and inactivity and suggested that there may be links between the working of the
welfare state and the degree of inactivity amongst these groups.

It appears that if the welfare state does promote welfare dependency and inactivity it means that these
people are excluded from the labour market. As Fig 1 below shows, the problem is that if you aren’t looking
for a job you won’t get a job—whether you want a job or not. The bottom two lines on the chart show that
a very few people not looking for work find work.

Conversely if you do look for a job there is a very good chance that you will find one. As Fig 2 shows,
around 20–25% of people move into a new job each year—around two thirds of a million in the case of the
disabled. Fig 3 shows that the movement into work from unemployment (ie available for and actively
seeking work) is much higher for all groups than people who are inactive.

If people are in the labour market their chances of being in work—as measured by the ILO unemployment
population ratio—are similar. Fig 4 shows this for the Department’s Public Service Agreement groups. In
fact compared to the national average some groups—older workers—are actually below and others—the
disabled—are at the same level. The other element of the work the Department has done recently is to
consider an apparent adverse eVect of social housing on employment over and above the eVect associated
with the characteristics of the individual. The Department is still trying to work out how exactly this works
but again it may be that, possibly combined with benefit receipt, it has an adverse eVect on inactivity.

In terms of the disadvantaged groups set out in the Department’s Public Service Agreement the diVerences
in the employment rates are largely because of diVerences in inactivity. Fig 5 shows the employment,
unemployment and inactivity rates for the PSA groups.

Fig 6 and Fig 7 provide data on the disadvantaged groups set out in the Department’s Public Service
Agreement in the Cities Strategy pathfinder areas. These figures are based on the Local Authority Districts
and it should be noted that the final pathfinder areas will cut across these districts and include various wards
but not others. Therefore the numbers here are over-representative, and should only be used as a guide.

Figure 1: Flows from inactivity in one quarter into employment in the next quarter
(excluding those moving from education and those entering retirement, longitudinal LFS)
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234 “Evaluation of the Working Neighbourhood Pilot: Year 1” (2005) DWP Research Report 297 IES.
235 This report is available on the Treasury web-site at http://www.hm-treasury.gov.uk/media/EAD48/employment–372.pdf
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Figure 2

Proportions moving into employment in the last three months over 4 quarters
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Figure 3: Job entry rates from unemployment and inactivity (the number of entries to work per year
divided by the stock of people either unemployed or inactive)
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Figure 4

Unemployment rates of the SR2002 PSA groups
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Figure 5: Disadvantaged groups set out in the Department’s Public Service Agreement (Winter 2003)

Total
Employed Unemployed Inactive Winter 03 Emp Rate Unemp Rate Inact Rate

w.a. population 26,344,693 1,324,516 7,505,396 35,174,605 74.9% 3.8% 21.3%
disabled 3,290,483 268,771 3,115,081 6,674,335 49.3% 4.0% 46.7%
over 50s 6,103,044 192,010 2,436,740 8,731,794 69.9% 2.2% 27.9%
lone parents 911,028 101,961 703,536 1,716,525 53.1% 5.9% 41.0%
ethnic min 1,842,319 224,177 1,005,944 3,072,440 60.0% 7.3% 32.7%
No Quals 2,498,182 243,301 2,225,837 4,967,320 50.3% 4.9% 44.8%

2 Overlaps

Employment Unemployment Inactive Total Emp Rate Unemp Rate Inact Rate

Disabled Over 50 1,257,968 75,654 1,595,830 2,929,452 42.9% 2.6% 54.5%
Disabled LP 126,080 26,998 234,643 387,721 32.5% 7.0% 60.5%
Disabled ethnic 186,484 35,961 287,084 509,529 36.6% 7.1% 56.3%
Disabled No Quals 425,927 63,032 1,310,371 1,799,330 23.7% 3.5% 72.8%
Over 50 LP 54,746 5,222 40,678 100,645 54.4% 5.2% 40.4%
Over 50 ethnic 210,293 24,125 144,898 379,316 55.4% 6.4% 38.2%
Over 50 No Quals 1,039,642 53,210 946,203 2,039,055 51.0% 2.6% 46.4%
LP ethnic 94,323 15,815 112,247 222,385 42.4% 7.1% 50.5%
LP No Quals 93,838 21,428 241,370 356,636 26.3% 6.0% 67.7%
ethnic No Quals 199,669 41,897 311,384 552,950 36.1% 7.6% 56.3%

3 Overlaps

Employment Unemployment Inactive Total Emp Rate Unemp Rate Inact Rate

Disabled Over 50 LP 10,863 2,731 28,751 42,345 25.7% 6.5% 67.9%
Disabled over 50 ethnic 48,166 8,954 103,932 161,052 29.9% 5.6% 64.5%
Disabled over 50 No Quals 235,026 22,659 720,862 978,547 24.0% 2.3% 73.7%
Disabled LP ethnic 13,232 3,121 41,278 57,632 23.0% 5.4% 71.6%
Disabled LP No Quals 15,232 6,666 94,329 116,226 13.1% 5.7% 81.2%
Disabled ethnic No Quals 28,888 9,695 135,862 174,445 16.6% 5.6% 77.9%
Over 50 LP ethnic 4,533 889 8,866 14,288 31.7% 6.2% 62.1%
Over 50 LP No Quals 12,050 810 20,569 33,428 36.0% 2.4% 61.5%
Over 50 ethnic No Quals 42,333 5,231 73,025 120,589 35.1% 4.3% 60.6%
LP ethnic No Quals 5,708 3,249 41,464 50,421 11.3% 6.4% 82.2%
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4 Overlaps
Emp Unemp Inact

Employment Unemployment Inactive Total Rate Rate Rate

Disabled over 50 LP ethnic 1,519 0 6,586 8,104 18.7% 0.0% 81.3%
Disabled over 50 LP No Quals 4,004 382 13,754 18,140 22.1% 2.1% 75.8%
Disabled over 50 ethnic No Quals 11,802 1,088 55,060 67,950 17.4% 1.6% 81.0%
Disabled LP ethnic No Quals 1,394 1,302 15,650 18,346 7.6% 7.1% 85.3%
Over 50 LP ethnic No Quals 1,045 0 4,385 5,430 19.2% 0.0% 80.8%

5 Overlaps
Emp Unemp Inact

Employment Unemployment Inactive Total Rate Rate Rate

Disabled Over 50 LP ethnic No Quals 1,045 0 2,563 3,608 29.0% 0.0% 71.0%

Figure 6: PSA Groups in Cities Strategy Pathfinder Areas

Low Ethnic
Pathfinder Area DDA Disabled 50! Qualifications Minorities Lone Parents

West London 126,939 180,465 247,032 405,859 117,739
East London 110,588 130,982 238,602 339,504 128,427
Greater Manchester 265,480 365,341 409,008 160,483 210,334
Liverpool city-region 110,618 122,113 164,596 23,172 90,627
South Yorkshire 153,508 190,960 232,954 50,111 88,908
Tyne and Wear 142,950 188,305 189,065 32,470 85,882
West Midlands 278,522 381,854 474,841 363,099 254,958
Blackburn with Darwen 16,182 18,932 25,512 19,227 14,314
Leicester 30,149 39,173 62,743 73,524 22,085
Nottingham 28,545 37,567 50,851 33,180 26,639
Denbighshire 9,689 15,947 14,136 *** ***
Heads of the Valleys 93,289 98,391 114,843 4,561 48,611
Dundee 13,728 21,431 18,896 3,841 12,809
Edinburgh 42,370 64,338 46,716 14,061 26,933
Glasgow 77,342 77,136 100,961 32,729 72,271
Pathfinder Total 1,499,899 1,932,935 2,390,756 1,556,447 1,204,479
National Total 5,692,155 8,876,659 5,321,605 3,563,638 1,779,296
Pathfinder Percentage 26.4% 21.8% 44.9% 43.7% 67.7%

***—too small to be statistically reliable.

Source: Annual Population Survey April 2005–March 2006. National totals come from the Labour Force Survey
January–March 2006. Lone Parent data comes from the Labour Force Survey April–June 2006.

Figure 7: Working Age Benefit Groups in Pathfinder Areas

Pathfinder Area JSA Incapacity Benefit Lone Parent IS

West London 36,320 70,880 35,450
East London 36,180 59,230 34,520
Greater Manchester 45,230 164,700 40,790
Liverpool city-region 39,190 111,760 30,230
South Yorkshire 25,040 76,570 17,880
Tyne and Wear 28,860 94,030 20,500
West Midlands 78,090 141,430 51,650
Blackburn with Darwen 2,810 9,860 2,300
Leicester 9,180 15,500 6,290
Nottingham 7,840 17,300 6,800
Denbighshire 1,390 5,940 1,080
Heads of the Valleys 12,340 59,660 10,730
Dundee 3,960 10,750 2,520
Edinburgh 7,410 21,950 5,110
Glasgow 16,220 59,240 14,020
Pathfinder Total 350,060 918,800 279,870
National Total 969,040 2,705,570 777,100
Pathfinder Percentage 36.1% 34.0% 36.0%

Source: DWP tabulation tool—working age client group analysis (Feb 2006).
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Jobcentre Plus Providers

The Committee asked for the number of providers Jobcentre Plus contracts with, together with the value
of contracted provision. Our records currently show that we contract with around 549 providers from the
public, private and voluntary sectors. We are in the process of updating our database but the current
database records the number of providers as follows:

— public sector—195

— private sector—191

— voluntary and community sector—163.

Jobcentre Plus currently has just over 2000 contracts in place.

The value of contracted provision is not available broken down by type of provider. The total spend on
Jobcentre Plus employment programmes and training services in 2005–06 was £1,080 million but this
includes contracted and non-contracted provision.

Urban and Rural Employment Rates: Comparison With Europe

Summary

1. The labour market performance of cities diVers around the world and it is not possible to easily
generalise. 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.

2. In other countries, such as those in Central and Eastern Europe, cities are a hub of employment and
tend to do better than the surrounding areas—Poland is a good example. This tends to be due to low
employment levels in rural areas that mainly consist of agricultural activity.

3. Internationally comparable data on the economic activity of cities is diYcult to obtain. The following
statistics are taken from the “Urban Audit”—a European Commission initiative in co-operation with
Eurostat to provide statistics for 258 cities within the European Union and the candidate countries (EU27).
This data should be considered as indicative only as making reliable comparisons is diYcult due to the way
cities are defined, which is based on national definitions.

European Union comparisons

4. The first table gives economic data relating to UK cities and the total UK for 2001 used in the Urban
Audit. The UK cities included in the Urban Audit are defined by Local Authority Districts.

Population Activity rate Employment rate Unemployment rate

United Kingdom 59,862,820 76% 72% 5%
London 7,172,091 72% 67% 6%
Birmingham 977,087 65% 59% 10%
Leeds 715,402 72% 68% 5%
Glasgow 577,869 63% 56% 11%
SheYeld 513,234 69% 65% 7%
Bradford 467,665 69% 64% 7%
Edinburgh 448,624 74% 71% 5%
Liverpool 439,477 60% 54% 11%
Manchester 392,819 56% 51% 9%
Bristol 380,615 72% 69% 5%

5. Relative to overall UK figures, employment rates are generally lower within cites, while
unemployment rates are higher. However, the employment situation in cities varies not only between
countries but also within countries—some cities such as Edinburgh and Bristol have employment rates
around the national average.

6. In countries where employment rates are lower in cities people tend to work within cities, but live in
the suburbs. In other countries, such as France or Italy, people are living and working in city centres, whilst
those in the suburbs have lower employment rates. In the “OECD Employment Outlook 2005”, commuting
rates were found to be higher in the UK, Austria, Germany and Japan, of these countries commuting was
most important for the highly skilled in the UK and Germany. It is more important among the low and
medium skilled in Austria and France.
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7. The next table gives economic data from the Urban Audit relating to a number of EU cities and the
country that they are in for 2001. Relative to overall country figures, some have higher employment rates
within cities, compared to the national average.

Population Activity rate Employment rate Unemployment rate

France 59,038,459 67% 65% 9%
Paris 2,125,246 74% 66% 12%
Nice 489,914 67% 58% 14%
Strasbourg 451,240 66% 60% 10%

Germany 82,259,540 — 66% —
Berlin 3,388,434 70% 60% 15%
Munich 1,227,958 77% 74% 4%
Düsseldorf 570765 72% 67% 6%

Spain 40,847,371 64% 59% 10%
Madrid 2,957,058 72% 63% 12%
Barcelona 1,505,325 72% 64% 10%
Malaga 534,207 63% 50% 21%

Netherlands 15,987,075 76% 77% 2%
Amsterdam 734,594 73% 70% 4%
Rotterdam 595,255 70% 66% 6%
Eindhoven 203,397 74% 72% 3%

Poland 38,644,211 65% — 18%
Warsaw 1,609,780 66% 47% 14%
Krakow 740,737 60% 42% 17%
Gdansk 455,464 63% 43% 17%

8. Some countries like France and Spain tend to have employment rates that are higher than the National
average in cities. There are exceptions to this within countries, such as Nice in France, as city performance
varies within countries. Other countries are similar to the UK and have lower employment rates in their
cities compared to the national average. Employment rates in Paris are higher than the national average.
Opposite to London, in Paris resident employment problems are found in the suburbs rather than in inner-
city areas.

9. Figures for Poland show high economic activity in cities comparable to the national average. Some
countries like Poland have employment problems in rural areas, with cities being the hub of economic
activity.

10. The European Commission have published a paper “Cities and the Lisbon agenda: assessing the
performance of cities” based on the Urban Audit data. In terms of labour market performance the report
found that:

— In most cities in the old Member States, suburbs have a higher share of employment rates than the
cities themselves, which means that more people with jobs have chosen to live in the suburbs.

— European cities concentrate both jobs and jobless. In 70% of the cities covered by the Urban Audit,
the activity rate of city residents was below that of their country. Most European cities have a
larger proportion of residents not working or looking for work than their country as a whole.

— Three out of four European cities have a lower employment rate than their country as a whole.
To increase the EU employment rate the urban employment gap needs to be addressed. Increasing
the employment rates in Urban Audit cities up to the national averages would need an extra 2.25
million jobs.

— In a few countries cities have been more successful in providing employment for their residents.
All or almost all cities in Bulgaria, Slovakia, the Czech Republic and Slovenia have higher
employment rates than their country as a whole.

— Unemployment also tends to be concentrated in cities. In 67% of the cities covered by the Urban
Audit, unemployment was higher in the cities than in their country as a whole. In certain cities
the unemployment rate is far higher eg, Naples (32% compared to 9% nationally in 2001). High
unemployment rates also lead to extreme concentrations of unemployment in certain deprived
urban neighbourhoods.

— Cities have a disproportionately high share of residents with tertiary education and a
disproportionately high share of residents without secondary education.
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Conclusion

11. Performance in cites varies between countries and within countries. In the UK resident employment
rates tend to lag behind the national average in inner city areas rather then the suburbs. In some European
countries, such as France, the opposite is true and resident employment rates in the suburbs tend to lag
behind the national average. Other countries, such as Poland, have employment rates that lag behind the
national average in rural areas, rather than suburbs or inner cities.

European Social Fund

The European Social Fund (ESF) provides ƒ7.9 billion to the UK from the 2000–06 EU Financial
Perspective to support employment and skills projects. This money must be spent by the end of 2008. The
ESF is expected to provide about ƒ4.5 billion in the UK from the 2007–13 EU Financial Perspective. ESF
programmes for 2007–13 are currently being developed and, subject to agreement with the European
Commission, will begin later in 2007. There will be a period of overlap in 2007 and 2008, as the 2000–06
programmes complete activity and the 2007–13 programmes begin.

Skills Training at Level 3 and Interaction with JSA Rules

Higher level training can be available for Jobseeker Allowance (JSA) customers aged 25 and over, who
are eligible for New Deal, as part of the New Deal for 25 plus Education and Training Opportunities option.
Participants can undertake courses lasting for up to 52 weeks if it leads to a recognisable qualification,
generally up to and including NVQ Level 3.

To test whether providing lone parents with higher level qualifications allows them to gain more
sustainable work, a pilot was introduced in October 2004 providing access to NVQ/ SNVQ level 3236 training
courses. The pilot makes training237 available in sectors where local employers identify a demand for skills
and where routes into work may not have been traditionally accessed by lone parents.

Alternatively, a range of alternative financial support is available to those not eligible for New Deal 25
plus (or New Deal for Young People) or those wishing to pursue training or education independently; such
as career development loans and student loans to cover tuition fees and for maintenance for those in full-
time education.

Some full-time students subject to assessment as a “vulnerable student” may claim the following benefits,
funded through DWP:

Income Support—if they are

— a lone parent (or foster parent) of a child under 16;

— a student from abroad and entitled to an urgent cases payment because they are temporarily
without funds for up to six weeks;

— a disabled student who

— qualifies for the disability premium (or severe disability premium)

— has been incapable of work for 28 weeks

— qualifies for a disabled students’ allowance because of deafness;

— one of a couple who are both full-time students and

— fit into one of the groups of people who can claim IS

— are responsible for a child or young person

— a refugee (otherwise eligible for IS) learning English.

Housing Benefit/Council Tax Benefit—if they are

— on IS or income-based JSA;

— under 20, estranged from their parents and in full-time, non-advanced education with a rental
liability;

— one of a couple who are both full-time students and are responsible for a child;

— a lone parent (or foster parent) with a dependent aged under 19;

— eligible for the disability premium or severe disability premium;

— incapable of working for 28 weeks;

— eligible for a disabled students allowance because of deafness.

236 Level 3—Equivalent in standard and breadth to 2 A levels and equivalents.
237 Training includes childcare NVQ/ SNVQ level 3.
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SUPPLEMENTARY QUESTIONS FROM THE COMMITTEE

1. The Committee would appreciate a further explanation of the Secretary of State’s comment in Q 519 that,
with regard to older workers, that “I do not think we have been clear enough about this in the past, so I want
to make it clear that there it is a million on top of demographics so demographics will get us there. I want to
make it clear in terms of our ambition, it is a million on top of that.” How precisely will this be determined?

The aim of 1 million more older workers is intended to be over and above increases in older workers due
to demographic change. It is possible to estimate what part of an increase in the numbers of older workers
over a given period can be attributed to demographic change alone by assuming that employment rates for
older workers remain unchanged over the period and estimating the increase in the number of older workers
as a result of increases in the population in this age group. This estimate of the increase in the number of
older workers due to demographic change can be deducted from the total increase in older workers to give
an estimate of the increase in older workers over and above demographic change.

2. The Secretary of State announced a “wide-ranging review of our welfare to work strategy” on 18 December
2006. What will be the timescale and process for this review?

The Secretary of State has asked David Freud to advise him and Jim Murphy on what the Government
has achieved so far in terms of welfare reform and to make recommendations to DWP for future direction.
The Secretary of State has asked David Freud to submit his conclusions early in 2007. The relevant press
release can be found at:

http://www.dwp.gov.uk/mediacentre/pressreleases/2006/dec/wel01-181206.asp

3. What action has DWP taken in response to the recommendations made by the Social Security Advisory
Committee made on sanctions (see page 68–70, SSAC’s 19th report)? http://www.ssac.org.uk/pdf/reports/
19thReportFinal.pdf

DWP responded to SSAC’s recommendations in a letter to Sir Richard Tilt, a copy of which is enclosed
as Annex C.

4. Can DWP confirm that it will also be looking again, as the Social Security Advisory Committee
recommended, at communications around sanctions to ensure people understand their responsibilities and at
whether they are administered fairly and consistently across the country?

The initial response to the recommendations is outline in the letter to SSAC of 11 July (annex C).
However, since this date progress has been made in implementing some of the measures. So far Jobcentre
Plus have reviewed the wording of the Jobseekers Agreement to make clear the responsibilities customers
are signing up to at the start of a JSA benefit claim. Fortnightly Jobsearch Reviews (FJRs) were reviewed
and re-launched ensuring customers have clear messages about their responsibility to look for work.

An action team was set up by the Jobcentre Plus Operational Delivery Board to consider in detail the
reasons for variation across the country, and identify steps for improvement. The main issue the action team
identified was a need for improved timeliness of Management Information to allow the field to better
monitor their activity. Activity benchmarks have been set to give Districts a gauge as to where they might
expect activity to be. The intention is that, if a District’s performance is significantly diVerent from the
benchmarks, this is a signal to management to assure themselves that processes are being followed correctly,
fairly, and consistently. Steps are also underway to improve learning and development and guidance
available for staV working with the sanctions regime.
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