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Summary

The United Kingdom has an employment rate of 74.4%, an historically high rate which
exceeds that of many comparable industrialised countries. The Government aspires to raise
the employment level to 80% and has introduced a range of support to address barriers to
employment and to help people into work, including its New Deal programmes. There are,
nevertheless, still some 3 million workless households, of which 80% comprise adults who
are not actively seeking work. Workless households have been estimated to cost the
Exchequer at least £12.7 billion a year in welfare benefits.

The Department for Work and Pensions (the Department) estimates that meeting the
aspiration of an 80% employment rate will mean finding work for around 2 million
workless people, including one million people on incapacity benefits and 0.3 million lone
parents. Success will require effective outreach services to workless households, which
engage customers and deliver employment services in local environments and settings.
Jobcentre Plus is well-placed to facilitate outreach provision. There is, however, no
overarching strategy to prevent duplication of effort between Jobcentre Plus and the many
other bodies, such as Local Authorities and community and voluntary sector organisations,
which provide employment support programmes. A joined up strategy could support
information sharing, providing local partners with appropriate access to data on locations
of worklessness, enhancing the effectiveness of outreach activities. The expanding network
of partnerships, such as City Strategy consortia and Local Strategic Partnerships, may
improve local coordination, but liaising with these new bodies places further demands on
the time of Jobcentre Plus managers.

The current range of employment support programmes has helped those who have
participated in them, but the number of people entering work from New Deal programmes
is now levelling off or reducing. Only two programmes show a positive return on the cost
per participant, defined as the difference between the benefits that flow back to the
Exchequer over one year (in benefits saved, and increased tax revenue) and the programme
cost per participant. The New Deal for Partners has failed to attract participants. The New
Deal for Disabled People and Pathways to Work programmes have found new jobs for
disabled people, but neither programme is delivering results for people across the whole
spectrum of disability, particularly those with mental health problems. Many people in
workless households have multiple barriers to work including skills deficits, disability and
caring responsibilities. Early intervention and targeted support are essential for helping
them back into work. The Learning and Skills Council has started to fund more basic skills
and employability skills courses, but it is too early to measure the impact of this funding.

On the basis of a report by the Comptroller and Auditor General,' the Committee took
evidence from the Department, Jobcentre Plus and the Learning and Skills Council on the
performance of employment support programmes; outreach services for workless
households; and the provision of additional support for workless people with more
complex needs.

" C&AG's Report, Helping people from workless households into work, HC (Session 2006-07) 609







Conclusions and recommendations

1.

In spring 2007 there were three million workless households in the United
Kingdom, representing 16% of all working age households. The Government’s
aim to achieve 80% employment will require the Department to help some 1.6
million economically inactive people into work, and many of these people are likely
to be from workless households, where no one in the household over the age of 16 is
in employment.

Job entry rates from existing New Deal programmes are levelling off or declining,
reflecting the need to tackle worklessness amongst some of the hardest groups of
benefit claimants to assist. The Department should use its evaluation of the direct
and indirect costs and benefits of New Deal programmes to identify ways to improve
programme effectiveness. Programmes need to be more flexible so that clients who
face multiple barriers to work can access packages of assistance according to need,
without being restricted on the basis of programme.

The cost of getting people into work through the Department’s employment
programmes is higher than the subsequent savings generated over one year for all
but two of the programmes. Unquantifiable social benefits may also accrue from
higher employment rates, but the Department needs to increase the cost effectiveness
of programmes, targeting those programmes which make the lowest contribution. It
should use its data on successful cases to help identify how to increase the numbers
finding a job, and should also reduce programme costs and/or increase effectiveness,
by using telephone reminders to reduce the number of work-focused interviews lost
through people not turning up.

Only around 200 people join the New Deal for Partners programme each month,
and few enter work directly as a result. Evaluations suggest that in 2005-06 only 61
of the jobs gained by programme participants were additional to those that would
have been gained without the programme. Programmes aimed at benefit claimants’
partners can contribute to tackling child poverty. The Department should establish
why claimants™ partners reject support and revise the programme content and its
marketing accordingly.

Outreach services for workless people do not reflect the fact that 60% of workless
households are concentrated in 40 districts across the United Kingdom.
Organisations with a good understanding of local communities’ needs are best
placed to reach out to such households. Jobcentre Plus districts should work with
relevant local partners to develop outreach strategies which reflect local priorities and
goals, and to encourage data sharing so that potential clients can be readily identified
and targeted with appropriate help.

Work-focused interviews are used to assist workless people who receive benefits,
but they have not been used to assist workless people who are not required to
attend an interview as a condition of receiving benefit. Jobcentre Plus has
progressively increased the frequency of work-focused interviews and the groups
required to attend them, and plans to use more frequent reminders to boost
attendance by workless partners of benefit claimants. It should widen the use of



work-focused interviews to people who do not receive income support to raise
awareness of the services and support available and activating people to look for
work.

Recipients of incapacity benefit receive statutory sick pay for six months before
being offered any support in returning to work. Early intervention is crucial in
helping people to avoid long spells of worklessness, and is particularly important for
those facing multiple barriers in addition to disability. The Department for Work
and Pensions and Jobcentre Plus should offer earlier support to people on statutory
sick pay who are likely to claim incapacity benefit.

It is too early to assess the impact of the Department for Innovation, Universities
and Skill’s decision to prioritise the funding of basic skills and employability
skills courses. The early signs are positive, such as the increase in the number of
learners on priority courses in 2005-06. The Department and the Learning and Skills
Council should market these courses so as to ensure that workless people are fully
aware of the impact that the qualifications will have on their employability.

The Department could not tell us how many of the 2.9 million people who had
started a New Deal programme were still participating in it; nor what proportion
of workless households chose not to work rather than being out of work due to
personal circumstances. The Department needs such information to inform its
forward strategy, including better estimates of the numbers in the hardest to reach
groups and success rates in promoting employment amongst the workless.



1 The labour market and employment
support programmes

1. The United Kingdom is experiencing historically high levels of employment. In 2007,
the employment rate of 74.4% was one of the highest rates amongst comparable
industrialised countries. Nevertheless, many people still suffer the social and economic
costs of worklessness. In spring 2007, over 4.3 million people of working-age and 1.79
million children were living in workless households.? A workless household is a household
that includes at least one person of working age, where no one in the household aged 16 or
over is in employment. The National Audit Office estimates that workless households cost
at least £12.7 billion a year in welfare benefits.’

2. The Government’s aspiration is to raise the employment level to 80%. Since 1997,
employment rates have increased for every disadvantaged group targeted through the
Department’s New Deal employment support programmes with the exception of the
lowest skilled. The employment rate for lone parents, for example, increased from 45% in
1993 to 57% in 2006. Worklessness has not yet reached the point where it cannot be
reduced further.*

3. There is evidence that New Deal programmes are becoming less successful at helping
clients into work. Job entry rates for the New Deal for Lone Parents, New Deal 25 Plus and
the New Deal for Young People have been declining or stable for some years. One possible
factor is that the composition of the client group has been altered by both the initial success
of the programmes and the high overall employment rate. As people with relatively few
barriers to work move into employment, those remaining on benefits and within the New
Deal client group face greater barriers and are therefore harder to help into work. The
Department does not know how many of the 2.9 million people who had started a New
Deal programme are still participating in it, and hence it is not possible to estimate
accurately the size of the ‘hardest-to-help’ group.’

4. Reducing worklessness can be difficult if there is a perception that some parts of the
country do not have an adequate demand for workers. There are jobs available in all parts
of the country for people who want to work, with all Jobcentre Plus offices reporting some
vacancies. Figure 1 shows vacancies notified to Jobcentre Plus in each Local Authority
District. As at February 2007, Jobcentre Plus was advertising approximately half of the
620,000 vacancies that the Office for National Statistics estimated were available in the
United Kingdom. The estimated number of vacancies equates to some 37% of the numbers
of people who were unemployed.® The Department for Work and Pensions believed that
the current influx of migrant workers was not hindering efforts to raise employment levels

Office of National Statistics, Work and worklessness among households, August 2007
C&AG's Report, para 1

Qq 28, 32, 77; C&AG's Report, para 1.1

Qq 1, 11, 22, 23, 26; C&AG's Report, para 5.10

a1~ W N

This estimate uses the International Labour Organisation definition of unemployment, where ‘unemployed’ is
defined as someone who wants to work, is available to start work and is actively seeking employment
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