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Summary

The Future Jobs Fund (FJF) was established by the previous Government in April 2009 as
an emergency response to the rise in youth unemployment in 2008 and 2009. Its aim was
the creation of job opportunities for young people on Jobseeker’s Allowance and adults on
any benefit who lived in areas with particularly high rates of unemployment. The initial
target was to create 150,000 temporary (six-month) posts by March 2011, to ensure no
young people were left behind due to unemployment. The scheme was then extended and
expanded with the aim of creating 200,000 temporary posts by March 2012.

In May 2010, the Coalition Government cancelled the extension of the programme as a
measure to address the public spending deficit, and announced that no new entrants would
be permitted beyond March 2011. The new Government’s view was that the FJF was a
high-cost programme, with each job costing up to £6,500, and that similar results and job
sustainability could be achieved through other interventions that represented better for
value for money, notably its new overarching welfare-to-work scheme, the Work
Programme.

We found that it was too soon to assess whether the Future Jobs Fund has been successful
in supporting unemployed young people in finding permanent employment. It is also too
early to say whether the FJF is a cost-effective method to support young people facing
significant obstacles to employment.

We accept that interventions like the FJF represent a more expensive option, even when
adjusted to take account of the fact that Jobseeker’s Allowance is not paid to FJF workers.
However, despite the relatively high cost, programmes such as the FJF may still be a cost-
effective option for young unemployed people who are furthest from the labour market,
and who are less likely to benefit from other less intensive approaches.

The Department for Work and Pensions should conduct a comprehensive evaluation of
the effectiveness of the Future Jobs Fund and publish the results.

The overwhelming majority of jobs created through the Future Jobs Fund were in the
public and voluntary sector. The Department told us that, to comply with European Union
state aid rules, FJF jobs were required to be “additional”—that is, they would not have been
created without FJF funding—and that they had to benefit the community. These
restrictions, as applied by the Department, placed a genuine limitation on the programme.
The Department should clarify exactly what is and is not allowed under state aid rules for
employers in the private sector when employing young and disadvantaged people using a
government subsidy, and produce a simple guide to help build confidence of employers.

Referrals to the Future Jobs Fund will cease by March 2011, and the final participants are
expected to finish their FJF posts by September 2011. In future, young people at risk of
long-term unemployment will be referred to the Work Programme. However, this
programme will not launch fully until June 2011. We are concerned about the resulting
potential gap in provision for unemployed young people and wish to see effective
transitional arrangements put in place, especially in those areas of the country where the
Work Programme will not be fully operational from June 2011.




The Government needs to learn lessons from the FJF and ensure that the Work
Programme includes sufficient levers and financial incentives to prevent providers
ignoring young people who are more difficult to place in work. The Work Programme
should also include mechanisms to ensure that providers build on the experience and skills
of the local partnerships that delivered the FJF programme, as well as drawing on the
experience of smaller local and specialised providers.

We welcome the Government’s increased funding for apprenticeships. We are, however,
concerned that apprenticeships may not be the most suitable route into employment for
those young people at the highest risk of long-term unemployment. These young people
may have left school with no qualifications, have no experience of work, or have difficult
family circumstances, and in some cases they may not be ready to start an apprenticeship.
We are keen to ensure that alternative provision (for example, pre-apprenticeships,
personal support, training and work opportunities) should be available to help those who
are not ready for an apprenticeship.




1 Introduction

The Future Jobs Fund and the Young Person’s Guarantee

1. The Young Person’s Guarantee was first announced in the Budget in April 2009, with
the aim of addressing youth unemployment which was rising in 2008 and 2009 as a result
of the economic downturn. Overall unemployment increased from 1.6 million in the three
months to March 2008 to 2.5 million in the three months to December 2009.
Unemployment among 18-24 year olds during the same period increased from 509,000 to
725,000." Through the Young Person’s Guarantee, the Government pledged: “A
guaranteed job, training or work placement for all 18-24 year olds who reach 12 months
unemployed to ensure no young people are left behind due to long-term unemployment.”

2.In September 2009, the Future Jobs Fund (FJF) was announced as one of the
programmes through which the Government intended to deliver the Young Person’s
Guarantee. Funding of around £1 billion was pledged to the FJF, to be spent between
October 2009 and March 2011. This was intended to support the creation of 150,000
temporary jobs, primarily for 18-24 year olds who had been out of work for at least six
months.’

3.In December 2009, the Government’s White Paper, Building Britain’s Recovery:
Achieving Full Employment, set out further details of the Young Person’s Guarantee.* The
Guarantee was introduced initially as a voluntary scheme before becoming mandatory on
26 April 2010. Young people who had been claiming Jobseeker’s Allowance for six months
were guaranteed an offer of a job, training or work experience and were required to
commit to 13 weeks of activity. The opportunities offered within the Guarantee included
the Future Jobs Fund, Routes Into Work (pre-employment training), Work Focussed
Training and the Community Task Force (the work experience element of the Guarantee).’

4. The Future Jobs Fund was described by the Government as a “challenge fund” through
which local authorities and other organisations could bid to create jobs. Its initial aim was
to generate 100,000 job opportunities for young people on Jobseeker’s Allowance and
50,000 job opportunities for adults on any benefit in areas with high rates of
unemployment. Its intention was to enable local organisations to address youth
unemployment, as well as worklessness among disadvantaged groups such as people with
learning disabilities or mental health conditions, offenders and care leavers.®

5. As part of the March 2010 Budget, the previous Government extended the FJF
programme for an additional year to March 2012, increasing the number of proposed FJF
places to around 200,000.

1 Office of National Statistics data, summarised in House of Commons Library, Young Person’s Guarantee, SN/EP/5352,
2010, available from www.parliament.uk

HM Treasury, Budget 2009, HC 407, Chapter 5, p 87

Department for Work and Pensions, Guide to the Future Jobs Fund, 2009, p 1

HM Government, Building Britain’s Recovery: Achieving Full Employment, Cm 7751, December 2009
Ev 49
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HM Government, Building Britain’s Recovery: Achieving Full Employment, Cm 7751, December 2009, p 37



The design of the FJF programme

6. The programme was managed by the Department for Work and Pensions (DWP) in
partnership with the Department for Communities and Local Government and with
involvement from Jobcentre Plus and the Government Offices for the English Regions.
National organisations and local and sectoral partnerships were invited to bid to create FJF
jobs. From the initial 150,000 jobs that the Government planned to fund, they required at
least 10,000 to be green jobs and at least 15,000 to be jobs in social enterprises.”

7. The minimum criteria for the FJF jobs were as follows:

e cach job was at least 25 hours a week and the jobs were paid at least at the
minimum wage;

o the Government’s contribution was a maximum of £6,500 for each job;

e the jobs were required to be “additional” posts; ie posts that would not exist
without the FJF funding and that would not otherwise be filled by the employer as
part of their core business;

o the jobs were required to last at least six months;
o the work must benefit local communities; and

e providers were required to provide support for employees to move them into long-
term, sustained employment.®

The termination of the FJF programme

8. As part of its savings measures to address the UK deficit, the Coalition Government
announced in May 2010 that it would save £320 million by ending “ineffective” elements of
employment programmes, including the further provision of temporary jobs through the
Young Person’s Guarantee.” The plans to extend the Future Jobs Fund to 2012 were
therefore cancelled, and the Government indicated that no new entrants would be
permitted beyond March 2011. DWP stopped accepting any further bids for the
programme from providers, but stated that existing guarantees would still be met.

The inquiry

9. We were interested in exploring the extent to which the FJF had been successful in
tackling youth unemployment, not only in terms of addressing the short-term labour
market problems caused by the recession, but also in supporting unemployed young
people to find permanent jobs. We also wanted to examine the Government’s rationale for
terminating the programme a year earlier than planned; to assess the likely impact of this
decision; and to examine the alternative measures the Government planned to introduce

7  Department for Work and Pensions, Guide to the Future Jobs Fund, 2009, p 1
8 Department for Work and Pensions, Guide to the Future Jobs Fund, 2009, p 2
9  HCDeb, 26 May 2010, col 3WS



to ensure that young people continue to receive effective welfare-to-work services
following the discontinuation of the FJF.

10. Our inquiry therefore focused on the following issues:

o the extent to which the FJF has succeeded in matching new work experience
opportunities to young unemployed people;

o the strengths and weaknesses of the FJF programme from the perspective of
providers (including in the third sector), employers and young unemployed
people, and particularly in relation to the long-term sustainability of employment
opportunities;

o the likely impact of the decision to end the FJF in March 2011 rather than March
2012; and

e how the transition from the FJF to the Work Programme will be managed,
including the part to be played by the Government’s proposal to fund new
apprenticeships.

11. We received 78 submissions from a range of individuals and organisations. We took
oral evidence from local authority partnerships and other providers; the Confederation of
British Industry; Paul Gregg, Professor of Economics, University of Bristol; Tracy
Fishwick, Associate of the Centre for Economic and Social Inclusion; and the DWP
Minister, Rt Hon Chris Grayling MP, and Government officials. A full list of witnesses is
set out at the end of the Report."” We also visited the Centrepoint service in Camberwell,
London. We are grateful to all those who contributed to our inquiry.

12. We would also like to thank our Specialist Advisers for this inquiry: Dr Richard
Dorsett, Director of Policy Evaluation at the National Institute of Economic and Social
Research, and Professor Alan McGregor, Director of the Training and Employment
Research Unit at the University of Glasgow." We very much appreciate the contributions
they made to our work.

10 See page 45

11 Relevant interests of the specialist advisers were made available to the Committee before the decision to appoint
them on 8 September 2010.The Committee formally noted that Dr Dorsett and Professor McGregor declared no
interests relevant to the Committee’s work.



2 Outcomes for young people

Creation of Future Jobs Fund posts

13. The intention of the Future Jobs Fund was to generate job opportunities, primarily for
long-term unemployed people, at a time of rising unemployment. In the first 10 months of
the scheme (October 2009 to July 2010), 54,920 benefit claimants started a FJF job, of
which 47,060 were aged between 18 and 24." In his oral evidence, the Minister for
Employment reported that, as at November 2010, the programme was not on track to meet
its initial target: “At the moment, the Future Jobs Fund is still in numbers terms behind
where it was originally anticipated to be; about 20,000 fewer jobs have been created at this
point than was in the original tracking for the fund”."?

14. DWP gave us a number of reasons for delays in the early implementation of the
programme, which they believe contributed to the fact that the number of jobs fell short of
the target. These issues are discussed in detail in Chapter 7 of this Report.

15. Witnesses argued that the momentum of the programme had been affected by the
announcement that there would be no new entrants to the programme beyond March
2011, because local partnerships were less likely to invest in the infrastructure required to
create and manage jobs as the programme moved towards its completion. The National
Day Nurseries Association, who delivered a programme with Kirklees Council, told us:

The high-profile announcement of the ending of the FJF scheme has led to some
reduction in the profile amongst potential applicants and Jobcentre Advisers. This
has made it harder to direct applicants to jobs in existing contracts, and to some
extent has stalled the momentum Kirklees was creating locally.*

Social Enterprise Solutions took a similar view:

It took months of intensive activity to engage social enterprises with FJF, and to
persuade Jobcentre Plus that the programme was not just for low achievers. Because
of its evident success, momentum was built. Businesses wanted more FJF employees,
new businesses wanted to join the scheme, and more unemployed young people
wanted to benefit from it. The momentum is now lost, leaving frustration that
nothing has yet taken its place."”

12 Department for Work and Pensions, Young Person’s Guarantee Official Statistics, 13 October 2010
13 Q107

14 Ev w100 [Note: references to Ev wxx are references to written evidence published in the additional written evidence
published on the Committee’s website.]

15 Evwili



16. The following table shows how many people started an FJF post in each month since
the programme began.

Month FJF job starts
October 2009 470
November 2009 2,220
December 2009 1,850
January 2010 4,430
February 2010 6,080
March 2010 12,020
April 2010 7,140
May 2010 6,790
June 2010 7,910
July 2010 6,030

Source: DWP Young Person’s Guarantee Official Statistics, 13 October 2010

These statistics only provide figures up to July 2010. We therefore only have data for two
calendar months following the announcement in May 2010 of the decision to terminate the
programme and it is not possible to establish from this data whether there was a downward
trend in the number of FJF posts created following the announcement. The next release of
statistics for the FJF is scheduled for January 2011, which may offer a clearer indication of
whether fewer posts were created after May 2010.

17. DWP statistics show how many individuals started an FJF post, but do not indicate
how many of those individuals completed the minimum six-month period. A separate
DWP analysis of FJF participant outcomes indicates that among those participants starting
the FJF in the first two months of the programme, only 10% were claiming Jobseeker’s
Allowance again within the six-month period that their FJF post was scheduled to last.'®
However, these DWP figures do not provide a reliable measure of how many FJF
participants lasted the full six months. It is possible that some left the FJF programme
during the six-month period for other employment. It is also possible that individuals left
the programme but did not immediately start claiming Jobseeker’s Allowance. This DWP
analysis is also limited in that it only covers the first two months of the programme, when
it was in a start-up phase.

18. Written evidence we received suggested that a high percentage of FJF workers
completed their six-month period. For example: Portsmouth City Council reported that
only 12% did not complete the contract period; St Paul’s Development Trust state that less
than 10% failed to complete their employment period; Novas Scarman reported that 20%
left the programme early; and Oxfordshire County Council claim that 79% of those
recruited in phase one either completed or were expected to complete the programme.'”
We would note that these figures are taken from only a small number of witnesses and only
relate to the early stages of the programme. However, as highlighted in Chapter 5, the
wider evidence we received from providers and employers was generally positive about the
programme.

16 Department for Work and Pensions, Early analysis of Future Jobs Fund participant outcomes, November 2010

17 Ev w76, Ev w4, Ev w90, Ev w56
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Sustainable employment outcomes for young people

19. There is a lack of strong evidence on whether participants were able to find permanent
paid employment following their FJF post. This, in part, reflects the fact that participation
in FJF is too recent for permanent employment outcomes to be observed.

20. DWP states that it is too early to understand the impact the Future Jobs Fund has had
on entry to employment.'® Other witnesses, including the CBI and Groundwork UK,
agreed.” Professor Paul Gregg commented that terminating the programme at this stage
means that “we will not ever learn how good or bad it was and which design features were
good or bad”.”” However, while we accept that it may be too early to assess the programme
at this moment, over 55,000 people have now participated in the Future Jobs Fund, and a
proper evaluation next year should be able to demonstrate the extent to which the
programme was effective in achieving sustained employment.

21. As mentioned, DWP has published some emerging analysis on the outcomes of the
programme.”! The analysis focuses only on participants who took part in the first two
months of the programme, as this is the only data available at present. Furthermore, it
considers benefit outcomes rather than employment outcomes. As such, the analysis has
its limitations and it will be possible to learn more from future analysis in the coming
months as more data become available. The analysis includes the following table, which
shows the proportion of individuals claiming working age benefits after starting an FJF
job:#

% FJF participants
On benefits 1 month after start 2%
On benefits 2 months after start 3%
On benefits 3 months after start 4%
On benefits 4 months after start 7%
On benefits 5 months after start 9%
On benefits 6 months after start 10%
On benefits 7 months after start 50%

22. The figures show that only small numbers of FJF participants claimed benefits during
the six months following their FJF start, but this is to be expected, since the FJF jobs last for
six months. The figures then show that half of FJF participants claimed benefits seven
months after they started FJF.

23. The analysis states that 35% of 18-24 year-olds entering non-FJF work after a 9-12
month period claiming Jobseeker’s Allowance were back on benefits seven months later.
The implication is that if an unemployed young person finds non-FJF work they are less
likely than an FJF worker to end up on Jobseeker’s Allowance after seven months.

18 Ev51

19 Q67and Q23

20 Q68

21 Department for Work and Pensions, Early analysis of Future Jobs Fund participant outcomes, November 2010

22 Department for Work and Pensions, Early analysis of Future Jobs Fund participant outcomes, November 2010, p 4
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However, comparing these figures for FJF workers and non-FJF workers is unhelpful for
the following reasons:

e FJF posts are usually six-month posts, whereas other jobs would not have this
restriction and might be expected to last longer;

o FJF participants may experience a short period of unemployment after six months
before finding a new job; and

e claimants able to find work without the FJF are likely to differ in important ways
from FJF participants, for example in terms of their experience, skills and personal
circumstances. A comparison of their respective outcomes cannot distinguish the
effect of these different characteristics from the effect of the FJF.

As the DWP analysis explains, further tracking of an FJF participant’s benefit records eight,
nine and ten months after starting FJF will provide a longer term picture of FJF outcomes.*

24. Written evidence indicated that, from the early stages of the programme, a reasonable
percentage of FJF workers have taken up employment following their FJF work. Examples
include:

Percentage taking up employment following an FJF post?*

Be Birmingham >30% >225
Caerphilly 71% 29
Glasgow City Council / Glasgow Works | 41% n/a
Groundwork UK 30% 710
Hampshire County Council 25% n/a
Liverpool City Region 29% 379
National Day Nurseries Association 52% n/a
Norfolk County Council 40% 104
Oxfordshire County Council 55% n/a
Solihull >50% >33
Stoke and Staffordshire 78% n/a

25. This evidence is very mixed and has clear limitations. As with the DWP data, the
figures only relate to the early stages of the programme, rather than the programme as a
whole. They do not cover a representative sample of providers, and we are not able to
verify whether this data has been collected consistently and accurately across providers.
Also these regional figures cannot be compared directly with the DWP figures, as the DWP
figures use a different measure, namely, how many participants claimed benefits following
their FJF post. Nevertheless, it is worth noting that the 50% figure quoted by DWP for
people going back on benefits at seven months is not strongly contradicted by the estimates
provided by local partnerships for people going onto jobs after completing the FJF
programme.

26. Overall, the information we have received to date does not provide a clear indication of
the numbers of FJF workers finding sustainable employment following their FJF post.
However, even if such information were available there may still be some debate around

23 Department for Work and Pensions, Early analysis of Future Jobs Fund participant outcomes, November 2010, p 4

24 Ev 45, Ev w54, Ev 56, Ev 58, Ev w155, Ev w100, Ev w65, Ev w57, Ev w136, Ev w34
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whether the FJF intervention was the primary factor leading to a percentage of its
participants gaining a permanent job. The Government did not set a public target for the
number of FJF workers it expected to find sustainable employment, so we are also unable
to compare the limited emerging data against the Government’s intentions for this aspect
of the programme.

Wider benefits for young people

27. Written evidence from FJF providers suggests that young people gained a number of
benefits from the programme, including acquiring skills and experience, developing a
greater sense of responsibility and confidence, and increased employability. Be
Birmingham is carrying out interviews with 500 FJF workers, and the emerging findings
outlined in their submission indicate that FJF has supported young people in the following
ways:

o raising self esteem;

o being valued—especially because FJF is presented as a real job, rather than a
placement;

e doing a worthwhile job—as the FJF jobs all have a community benefit;

o being paid—workers feel independent and a full member of society; and

o having real employment, rather than being on a “programme”. >
28. The following comments from FJF employees and organisations are illustrative of the
benefits gained:

It has been a great opportunity for me. I've loved working for an organisation that is
helping out others. Not only has it helped me get back into work but I have met new
friends, gained confidence and I now have a better idea of what I would like to do for
a long term career.*

Getting this job through Future Jobs Fund has really meant a lot. Being out of work
for so long really knocked my confidence, but since working at Barnardo's my
confidence has really come back and I feel better about myself.?’

Even though I'd kept myself busy and volunteered to learn new skills, there is a
stigma attached to not having a job and I feel much better now I am paying my own
way and getting on with my life.”®

25 Ev44
26 Sally, administrative assistant at Catch 22, Ev w52
27 Louise, admin assistant for Barnado’s North West, Ev w185

28 Steve at Lifeline in Kirklees, Ev w195
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One young man has transformed from an insecure, shy individual to a competent,
friendly, highly thought of important member of the lab team in the six months he
has been with us.”’

One of the perceived benefits of the FJF to young people and the employer alike is
that they receive proper wages and have had the same terms and conditions as other
employees thus being treated the same, learning many workplace skills such as time
keeping, work ethic, confidence, specific job skills, managing money etc. If they have
had problems then the employer has been able to tackle the problems whilst they are
at work, so it is real and practical instead of theoretical in a training course.*

29. Despite falling behind its initial target, the Future Jobs Fund created a significant
number of temporary jobs for unemployed young people on a national scale. However,
it is too early to assess the extent to which the programme has supported young people
in finding permanent employment.

30. It must be borne in mind that the FJF was an emergency measure to tackle a
particular peak in youth unemployment. We regard the wider benefits which many
young people gained from the programme in terms of work experience, confidence and
self-esteem and the likely consequent impact on their future employability, as another
indicator of the effectiveness of the programme.

29 Evwi172

30 Wales Council for Voluntary Action, Ev w13
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3 Evaluation and monitoring arrangements

Evaluation of the Future Jobs Fund

31. The Department for Work and Pensions intends to carry out an evaluation of the FJF
but has yet to confirm the full specification for its evaluation arrangements.’* The Minister
told us that the evaluation would take place next year.”> DWP also stated that it would be
based on “qualitative research, in-house data analysis and collation of lessons learnt from
local evaluations”*> DWP has not, however, indicated the criteria that it will use to
measure the effectiveness of the programme. For example, effectiveness might be measured
by the number of FJF jobs created, the number of FJF participants, the percentage of young
people finding permanent employment, young people’s experiences of the programme,
savings in benefit payments, or the cost-effectiveness of the programme.

32. DWP has decided to evaluate the programme in-house, rather than commission an
independent evaluation. The Minister explained that this was because: “There is a danger
in financially straitened times that we spend vast amounts of money evaluating things that
we are no longer going to do.”*

33. For a programme that has cost around £1 billion, we would usually expect the
Department to include a measure of independence and external assessment within the
evaluation. While we accept that this may not be a cost-effective option on this occasion,
especially given the fact that there will be no national programme similar to the FJF in the
foreseeable future, we are concerned that the evaluation should be comprehensive and
available to all interested parties.

34. We believe that DWP should conduct a robust and comprehensive evaluation of the
FJF and publish the findings. We recommend that the evaluation include an analysis of
the experiences of local implementation of the programme, an assessment of the
impact of the FJF on long-term employment and benefit payments (as recorded in
DWP databases) and a detailed cost-benefit analysis. The evaluation method should
also be published to ensure the transparency and credibility of the process.

Tracking and monitoring within the programme

35. Several witnesses suggested that the programme might have been enhanced if there had
been a national system for tracking participants once they completed their FJF post.
Groundwork UK noted that there was no central monitoring of sustainable employment
outcomes for participants and no central system for tracking FJF workers after they left the
FJF job.> Tony Hawkhead from Groundwork UK made a comparison with the

31 Ev51
32 Q105
33 Ev49
34 Ev51
35 Ev58
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Community Task Force which he believed offered excellent data because it had a tracking
record from the start.*

36. The Association of Greater Manchester Authorities noted that, while they were
developing local tracking mechanisms, they would have preferred a national system that
could share data and track people once they had left the FJF programme.’” Evidence from
the Birmingham and Black Country City Region suggested that, while forms were available
in that region to capture the destination of FJF participants, these forms were completed
immediately after the young person finished their FJF job. They believed that it would
have been more useful to wait three months before monitoring young people’s progress.”
This would take account of the normal delay many people experience between finishing
one job and starting another.

37. Although there appears to have been no national system for tracking individuals once
they left the FJF programme, participants will appear in DWP administrative data if they
re-enter Jobseeker’s Allowance (JSA) or Jobseeker Regime and Flexible New Deal
(JREND). DWP data are also linked to HM Revenue & Customs data allowing
employment outcomes to be observed. DWP’s early analysis makes use of the information
held on FJF participants and JSA claimants to provide data on the programme, although
this has arrived too late to help inform the national or local implementation of the
programme.”

38. We believe that ongoing assessment of the FJF programme at a local and national
level may have been more informative if effective systems had been available to monitor
participation and employment outcomes from the outset.

Incentives for employers and providers

39. DWP’s guidance stated that each bid from providers had to demonstrate that “there
will be support for employees to move into long-term, sustained employment”.* However,
the programme was relatively light touch in terms of the monitoring and tracking
requirements it placed on its providers. Nor were they given clear direction by the
Government on supporting FJF participants to find permanent jobs.

40. The CBI suggested that the Future Jobs Fund did not place sufficient focus on securing
sustainable employment opportunities for young people: “For the programme to be a long-
term success the jobs funded would have to create sustainable pathways into employment,
ensuring that the positions funded left the young person more employable for the long-
term as well as providing a short period of employment.”' Be Birmingham stated that
there was a lack of incentives for employers to progress FJF workers into permanent jobs.
They proposed the following incentives:
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e a bonus paid to the provider for every FJF employee who obtained permanent
employment; or

o the residual amount of the £6,500 is paid to the FJF provider for every worker who
gained employment before the end of their six months. **

41. Julia Sweeney, the DWP director involved in establishing and developing the FJF,
explained the reasons why the Department chose a model without contractual incentives:

There was a balance to be struck between allowing the space and capacity for
innovation that we thought was very important to harness partnership capability and
to provide interesting and dynamic experiences for young people, and using a
financial model that would drive outcomes. We settled on a grant mechanism to
deliver the former [....] One of the constraints of the grant mechanism is that you
cannot put contractual incentive mechanisms into it. We did design a grant
mechanism that had very dynamic reporting, so we know each month what’s
happening with our delivery partners.*

42. The inclusion of incentives might have resulted in increased costs for the programme
and a lack of flexibility for providers. However, it is worth noting that the Government’s
proposals for the new Work Programme will include such incentives and be based on
“payment by results”, with providers being required to support individuals to complete up
to two years of paid work before they receive full payment from the Government.

42 Ev42
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4 Effectiveness and value for money

Cost comparison with other recent programmes

43. The Department for Work and Pensions explained that the Government decided to
end the Future Jobs Fund to reduce expenditure in light of the public spending deficit and
on the grounds that they believed it was not cost-effective:

Faced with the largest public spending deficit in the UK’s history, it was imperative
that the Coalition Government identified areas to reduce expenditure. The Future
Jobs Fund was identified as an area where savings could be made, whilst maintaining
the support available to young people. Closing the Future Jobs Fund to new bids is
justified because the programme is an expensive, short-term response to the
recession and the Government is confident that similar results can be achieved
through better value for money interventions.*

44. The DWP’s written evidence stated that, at £6,500 per participant, the scheme is
expensive relative to the other elements of the Young Person’s Guarantee as shown below:

Young Person’s Guarantee Unit Costs*

Future Jobs Fund £6,500
Routes into Work £1,200
Work Focussed Training £2,310
Community Task Force?* £1,200
Care First Careers £1,500

The Department argues that the Future Jobs Fund “does not compare favourably with
programme costs of other employment programmes”, noting that the average cost for
finding an individual work under the New Deal For Young People was £3,480.*

45. In his oral evidence, the Minister used early DWP analysis of the FJF to press further
the case that the programme did not represent value for money (although this analysis was
not available when Ministers made the decision to terminate the programme). It showed
that, of the participants starting FJF posts in the first two months of the programme, 50%
were in receipt of working age benefit payments six months later.* On the basis that the
maximum government contribution to each FJF post was £6,500, the Minister concluded
that, if 50% of participants ended up in permanent employment, this could represent a cost
to the taxpayer of up to £13,000 per permanent employment outcome.*

44 Ev49
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46. Some qualification of these figures is necessary. Firstly, there are significant limitations
to the reliability of the early DWP analysis, as explored in Chapter 2 and highlighted in the
analysis itself. Secondly, FJF posts are funded at a maximum of £6,500, but not all FJF posts
will have cost this amount; some providers may not have claimed the full amount as some
participants would have left their FJF posts early (as indicated in paragraph 18). DWP has
not provided a figure for the average cost of an FJF job. Also, to assess the cost-effectiveness
of the FJF and how it compares to other programmes requires an estimate of its impact—
something that is currently unavailable.

47. Participants in the Future Jobs Fund do not receive Jobseeker’s Allowance for the
duration of their FJF post, whereas participants on the other programmes may still be in
receipt of a range of benefits. Groundwork UK stated that these could amount to a
“minimum of £1,800” for a young person on the programme.” Deducting the amount that
the Government no longer paid on working age benefits from the £6,500 figure would have
offered a fairer representation of the true cost of the Future Jobs Fund. The Coalition
Government has already accepted this concept in principle by stating that the Work
Programme model will reflect the fact that initial investment delivers savings through
lower benefit expenditure.*

48. A robust evaluation of the FJF has yet to be undertaken. While we accept the
Government’s need to make savings to address the public spending deficit, it is our
view that insufficient information was available to allow the Department to make a
decision to terminate the FJF if this decision was based on its relative cost-effectiveness.
It is important that DWP carries out cost comparisons for welfare-to-work
programmes on a like-for-like basis. In particular, statistics should clearly show what
payments, including benefit payments, individuals on each programme are receiving,
to reflect the full cost to government.

The cost of reaching those most at risk of long-term unemployment

49. The Future Jobs Fund may appear relatively expensive in relation to other
programmes, even when the figures are adjusted to reflect savings in benefit payments.
However, this higher cost may be warranted for individuals who face the most severe
obstacles to finding employment. Tony Hawkhead of Groundwork UK accepted that a
programme such as the FJF would not be cost-effective for all unemployed persons, but
argued that it was more appropriate for people needing more intensive support:

I think that the fund is most successful in working with the kind of people we [...]
specialise in, which is those who are very far from the labour market and would
otherwise have no hope of getting any form of work experience, and therefore no
access to a job.”

The National Skills Academy for Sport and Active Leisure described the particular need for
intensive support for young unemployed people:
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Getting a young person into sustained permanent employment is an involved
process that does not end when someone first starts work. A flexible approach is
needed, with tailored mentoring support provided before, during and after a person
successfully gets a job in order to keep them on track.”

50. The Future Jobs Fund was designed as a programme to support primarily those young
people who were at significant risk of long-term unemployment and for whom lighter-
touch methods of support, such as support with searching for jobs, had not been
successful. These people would generally be those without employment experience or
qualifications. However, it is important to note that in many areas the FJF programme was
used to support more qualified young people such as graduates, who arguably did not face
significant personal barriers to employment. Evidence from some witnesses showed that
university graduates were placed in Future Jobs Fund opportunities across the
programme.”* Some members of the Association of Learning Providers even noted that in
the early stages of the programme, “many of the jobs on offer tended to be ‘swept up’ by
unemployed graduates, although over time this tendency was replaced by more success for
more disadvantaged and/or under-qualified groups”.” Birmingham City Council
suggested that around 20% of their FJF participants were educated to first degree level.*

51. The extensive inclusion of graduates in the Future Jobs Fund was not necessarily the
programme’s intention at the outset, particularly as the Government also introduced a
separate Graduate Guarantee in 2009 offering all new graduates still unemployed at six
months access to an internship, training or help to become self-employed.”

52. While many graduates gained valuable experience through participating in the
Future Jobs Fund, it is not clear to us that such an intervention is as cost-effective for
this client group as it might be for those facing significant personal barriers to finding
work.

53. We accept that interventions like the FJF represent a more expensive option, even
when adjusted to take account of the fact that Jobseeker’s Allowance is not paid to FJF
workers. However, despite the relatively high cost, programmes such as the FJF may
still be a cost-effective option for young unemployed people who are furthest from the
labour market, and who are less likely to benefit from other less intensive approaches.

Comparison with wider programmes to tackle youth unemployment

54. Professor Gregg considered that Intermediate Labour Market programmes that most
closely resemble unsupported employment, such as the Future Jobs Fund, were more likely
to bring positive outcomes than unpaid work experience or programmes that require
individuals to undertake unpaid community work.’® Witnesses such as the Wales Council
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for Voluntary Action also emphasised that one of the benefits of the Future Jobs Fund was
that it offered real paid work and gave participants the sense that they were doing a real
job.?

55. Professor Gregg also highlighted how providing support for young people in searching
for jobs (“job search”) can be the cheapest and most effective method. However, he noted
that support with job search does not work for everyone, particular the long term
unemployed.® He pointed out that the experience of New Deal for Young People (NDYP)
provided a useful insight into the effectiveness of policies to tackle youth unemployment.
NDYP began in April 1998, and aimed to help young people to find lasting jobs and to
increase their long-term employability. Unemployed young people were provided with an
intensive support process to find a job, known as the “Gateway”, which was intended to
continue for up to four months. If they remained in the programme beyond this period
they were then required to enter one of four options:

» Employment Option, offering subsidised employment
o Full-time Education and Training

e Voluntary Sector Option

e Environment Task Force Option®

56. An evaluation of the NDYP showed that those taking the Employment Option
outperformed those taking other options. Overall, those taking the Employment Option
spent longer in employment than those who took up any of the other options.®* A separate
evaluation of the NDYP showed the impact on “employability”. The Employment Option
performed strongly in this regard, and was most effective in terms of “access to training,
attachment to the labour market and self-efficacy”. Unpaid work placements in the
voluntary sector also performed well on the employability measures, although less highly
than the employment option in terms of self-efficacy and willingness to move area in
search of work. The Full-time Education and Training Option performed poorly in
relation to work-based training outcomes but its participants gained the highest level of
qualifications.®

57. Direct comparisons between the Employment Option in the NDYP and the Future
Jobs Fund must however be treated with caution as the programmes differ in some
respects. While the Employment Option represented a similar six-month paid post, these
posts were created through a wage subsidy to employers, principally in the private sector,
to recruit unemployed young people. Unlike the Future Jobs Fund, they were not being
recruited into temporary jobs specifically created for the purpose of the programme, and
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young people arguably had a greater chance of being employed on a regular basis by the
employer. Also, the FJF was set up in a period of major economic downturn, whereas the
labour market was more buoyant when the NDYP was established.

58. Another point of comparison is the StepUP programme, piloted in 2002, which
provided subsidies to private, public or voluntary employers taking on people who were
still unemployed six months after completing their New Deal option. There were positive
impacts for some people, but no significant benefits for those under the age of 25.%
However, it should be noted that that the young people entering StepUp had been out of
work for close to two years despite previous New Deal attempts to help. Such cases, by
definition, constitute a significantly hard-to-help group who may have faced even more
obstacles to employment than FJF participants.

59. Comparing the effectiveness of welfare-to-work programmes is complex, given the
differences in approach, funding, labour market circumstances and the characteristics
of previous programmes. The evidence is limited and does not offer a clear consensus.
We expect the Government to use the findings from the Future Jobs Fund evaluation to
contribute to the wider evidence base used to assess which types of programmes are
most effective in tackling youth unemployment.

64 Paul Bivand, Bee Brooke, Sarah Jenkins and Dave Simmonds, Evaluation of StepUp pilot: final report, 2006,
Department of Work and Pensions research report 337
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5 Benefits for employers and communities

Employers’ experiences of the programme

60. Evidence from employers indicates that they were, for the most part, impressed with
the motivation and skills offered by FJF workers, provided that they had been through an
appropriate selection process. There is also some strong evidence that employer
recruitment processes and selection behaviours have been significantly changed as a result
of experiences gained through the FJF. There is now a greater recognition of the
contribution that young, formerly unemployed people can make to workforce diversity in
many organisations involved in the FJF. There is also an awareness of the barriers posed by
onerous application processes to younger, less experienced and more disadvantaged
applicants for jobs. Liverpool City Region wrote:

People’s perception of the long term unemployed as being lazy and not wanting to
work have changed; employers are also reviewing recruitment processes for entry
level jobs to have less complex application forms and clearer job descriptions.®®

The Association of Greater Manchester Authorities shared this view:

Employers are reviewing their recruitment practices as they can see they can exclude
the very people they want to attract, and that they are missing out on talent pool in
their local communities. This is beginning to be seen as a huge legacy of FJF and one
that partners are now very committed to capitalising on for the future. This is being
shared as best practice across Greater Manchester.®

61. The opportunity to recruit new staff funded by the FJF programme also brought a
benefit for employers in terms of expanding the capacity of the organisation. Employers
such as North Tyneside Council found that FJF workers helped employers respond better
to customer needs, improve training and market their services to new clients and funders.
The new staff also helped existing staff focus on more strategic work, helping the employer
organisation become more sustainable.”” Kirklees Council also highlighted some of the
positive experiences an employer gained from the programme:

The Future Jobs Fund has provided KAL [Kirklees Active Leisure] with a group of
enthusiastic young staff members, who have taken to the range of tasks asked of
them with energy and commitment. Staff across the organisation have been
pleasantly surprised at the impact made by these young people and the positive way
in which they have completed the work set for them. Indeed, many staff have found
it hard to believe that the people appointed have been unemployed for so long, such
is their ability and approach.®®
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62. The FJF enabled employers to train young people to a point where they could apply for
permanent posts. For example, Barnardo’s indicated that the training and experience
young people gained during their six-month FJF post put them in a position to apply for
standard positions within Barnardo’s and other social care organisations.” The National
Skills Academy for Sport & Active Leisure told us: “Because the FJF programme allows
employers to employ, train and develop new employees to the point where they make a net
contribution to the business, new jobs are being created which would not exist without this
programme.””

63. Groundwork UK found that employers had “both positive and negative experiences”,
stating that some employees were highly motivated, but others found themselves in the
wrong job.”! We discuss some of the initial difficulties faced by Jobcentre Plus in allocating
individuals to FJF posts in Chapter 7. It is also important to note that the positive
experiences for employers were overwhelmingly experienced in major public sector
organisations such as local government and the NHS. Chapter 6 examines the issues the
programme faced in creating opportunities in the private sector.

64. Overall, employers were impressed by the young people they recruited through the
FJF and believed that they had benefited significantly from the contributions made by
these individuals. As a result of the programme, recruitment methods in some
organisations have already been altered to make it easier for employers to recruit young
people who lack experience. The Government, working through Jobcentre Plus and its
Work Programme, should consider how it can encourage more employers to open up
their recruitment processes to young people who lack experience but who have the
capacity to make a valuable contribution.

Positive outcomes for communities

65. A strong theme throughout the evidence was that the FJF programme significantly
increased the resources available to the voluntary and community sector. Glasgow Works,
for example, highlighted these advantages of the programme, particularly to smaller
organisations who appreciated the enthusiasm and new ideas of their FJF employees.”
Warwickshire County Council’s evidence described the range of benefits that voluntary
and community organisations experienced from the programme, including:

o fulfilling roles that organisations had found it difficult to attract funding for or
were unable to afford;

o building organisational capacity;

o extending organisational reach—for example, enabling an organisation to deliver
services to a larger client group or to provide a wider range of services; and
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o freeing up other staff to take on more strategic level work.”
66. The Scottish Council of Voluntary Organisations told us:

The variety and scope of community benefit that has been generated by FJF
[includes] regeneration projects, improved environments, increased access to advice,
guidance and leisure services, and local anti-poverty initiatives. [...] The existence of
FJF employees has offered some third sector organisations the opportunity to
develop and create permanent jobs which would not have been affordable without
the supported increase in capacity. ™

Sandwell Metropolitan Borough echoed these views:

The programme has been hugely beneficial for the host organisations. They have
been able to undertake areas of work that may not have been possible otherwise. The
programme has also enabled young people to become involved in local community
organisations and take an interest in the issues which they aim to address.”

67. It is clear that communities and community organisations benefited significantly
through their employment of FJF workers. The programme had a positive impact
across the country in terms of enhancing the scale and the quality of services in the
voluntary and community sector. We welcome these positive outcomes and regard it as
unfortunate that the benefits may be lost with the withdrawal of the FJF. However, the
community benefits must be considered in the context of the overall cost of the
programme. Moreover, it should be borne in mind that the Future Jobs Fund was
designed to be a temporary measure and these benefits were only ever intended to be
experienced over a short period.
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6 Involvement of the private sector

Creation of posts in the public and private sectors

68. It is clear from the evidence we have received that more Future Jobs Fund jobs were
created in the public and voluntary sector than in the private sector. The UK Commission
for Employment and Skills provided evidence showing that the use of the FJF was “far
greater” in the public sector, with 6% of employers from public administration and the
defence sector and 7% from the health and social work sector recording use, compared
with 1% among private sector employers.”

69. Some local authorities also provided evidence showing a low level of private sector FJF
opportunities: Birmingham City Council reported that 2% of their 2,500 jobs were in the
private sector; Barnsley Metropolitan Council reported that 7% of their 614 jobs were in
the private sector; while Oxfordshire reported that 33% of their 120 jobs were in the private
sector’”. A significant number of witnesses also provided qualitative information
suggesting that they experienced difficulties in creating private sector FJF jobs.”

70. Mark Fisher, Director, Jobseekers and Skills at the Department for Work and Pensions,
told us that the Department “never designed the Future Jobs Fund as a vehicle for private
sector employment”.”” However, many witnesses lamented the absence of private sector
posts within the programme. For example, North Tyneside Council and Wigan Council
both suggested that private sector FJF posts may have been more likely to result in
permanent employment opportunities, whereas sustainable funding was always unlikely to
be available for public sector or voluntary sector posts.** North Tyneside Council argued
that the FJF could have been used to help reduce the local economy’s reliance on the public
sector.®!

71. Manchester City Council considered it a “significant weakness” that private sector
employers had not been able to take on Future Jobs Fund candidates. They argued that the
private sector represented the best opportunity for progression routes to permanent
employment, especially given the climate of spending cuts and job reductions in the public
sector. ® Evidence from the UK Commission for Employment and Skills suggested that
many employers, particularly those in the private sector, were unaware of the Future Jobs
Fund:
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Awareness of the Future Jobs Fund amongst employers is low in comparison to
other initiatives. Only 15% of employers in Great Britain are aware of the initiative,
this compares with 55% awareness for the longer established New Deal. Awareness
varies considerably across different sectors with public sector employers far more
likely to be aware.*

State aid regulations

72. Future Jobs Fund posts were required to benefit the community and to be “additional”
posts (ie ones that would not otherwise have been created without FJF funding). DWP said
that it had introduced these restrictions to ensure that it complied with EU state aid rules.
The Department, and other witnesses, told us that these restrictions acted as a “barrier” to
private sector engagement.* The CBI outlined how the state aid restrictions led to a lack of
private sector involvement, with negative consequences for the programme. They argued
that:

e The “overly rigid” criteria created difficulties for businesses who wanted to access
funding for jobs that the business genuinely needed (as opposed to jobs with a
community benefit that did not link closely to the core work of the business).

e The requirement that posts must be “additional” in practice meant that jobs
created within the FJF were less likely to be retained than others, once government
support had been withdrawn.®

73. Birmingham City Council stated that the community benefit criterion made it very
difficult for them to engage with private sector employers. They described the difficulty for
private sector employers in creating jobs, even if they offered a significant community
benefit element, or had a direct link to a permanent job. They reported that creating such
jobs was only possible where a large contractor had a charitable arm which could employ
FJF workers in work regarded as bringing community benefit.

74. The state aid rules may have represented a significant barrier to any departmental plans
to involve private sector organisations in the FJF programme. However, as described in the
European Commission report Employment in Europe 2010, wage subsidies can be used to
support those at risk of unemployment in times of economic difficulty. The report gives a
range of examples from across Europe which demonstrate how wage subsidies have been
used to tackle long-term unemployment, including schemes involving the private sector.®”
Moreover some witnesses felt that the Department might have done more to find ways to
engage the private sector within these rules. David Coyne of Glasgow Works argued that
there are ways of working with the state aid regulations in a more creative way: “Where a
private sector employer has a genuine vacancy that they are recruiting for, it is legal to offer
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a wage subsidy under the general block exemption regulation for recruiting disadvantaged
workers”.®8

75. Some local partnerships were successful in creating FJF positions in the private sector,
working within the restrictions of the state aid rules. Durham City Council described how
two local businesses developing products in support of green technology qualified for FJF
support through the promotion of energy efficiency.* Knowsley Council entered an
agreement with Jaguar Land Rover to take on young people through FJF, since there was a
period of working in the community built into the job. Young people completing their six
months were guaranteed an interview for a permanent job with Jaguar Land Rover.”

76. Given these positive examples, there is a question as to whether the Department and
FJF providers did enough to encourage opportunities within the private sector. Tony
Hawkhead of Groundwork UK told us that there was a “nervousness” in Departments
about state aid. He suggested that they needed to build in ways to engage all sectors from
the start.”’ Stoke-on-Trent City Council shared this view:

The issue of state aid threw up a number of issues and made many of our fellow
employers very nervous. We believe that DWP had sufficient time to notify the
programme to the EU and secure their approval prior to the programme
commencing.”

77. It is important that EU state aid rules are not perceived as a barrier to private sector
involvement in employment programmes. The Department should clarify exactly what
is and is not allowed under state aid rules for employers in the private sector when
employing young and disadvantaged people using a government subsidy, and produce
a simple guide to help build confidence of employers.

Bidding process and speed of implementation

78. The bidding process for the programme played an important role in determining the
extent to which the private sector could become involved in the FJF programme. All
organisations and local and sectoral partnerships were invited to bid to create FJF jobs, and
the DWP’s guide to the programme offered the following advice:

Bids can come from anyone, but we have a strong preference for partnership bids
involving a wide range of organisations. We expect a significant number of bids to be
led by local or sectoral partnerships. But we are also looking to organisations in the
third sector and private sector to play their part in creating new, exciting jobs.”

The CBI argued that the Department’s preference for bids involving local or sectoral
partnerships meant that the allocation of funds was weighted against the private sector:
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In July 2009, of the 117 bids that obtained funding from the FJF, 62 were allocated to
partnerships involving local authorities. These partnerships are less likely to deliver
sustainable paths into employment than schemes led by businesses.**

It highlighted that the FJF was only available in localities with unemployment rates over 1.5
times the national average or for young people who had claimed unemployment benefit for
over 10 months. It described these criteria as “arbitrary demarcations” that prevented
business from rolling out FJF programmes.” In oral evidence, Neil Carberry from the CBI
also argued that the speed at which the programme was implemented resulted in a bidding
process that was “top-down in its design”, leading to predominantly public sector-led bids
being successful.”®

79. Tracy Fishwick told us that she had only had a month to write the Greater Manchester
bid, and argued that if they had been given longer, they could have engaged more with
employers and the private sector. However, she also believed that the public and voluntary
sector partnerships that were brokered in that period were very valuable.”” Tony Hawkhead
of Groundwork UK told us that he had “never seen any Government programme in any
department set up at the speed this was set up” and believed that it would have been
possible to get the private sector more involved given more time.*

80. Some of the written evidence suggested that the bid criteria were not fully established in
advance and providers did not have enough time to prepare before FJF work started.”
Redcar and Cleveland Borough Council indicated that the programme was set up so
quickly that, at the start, the rules were still being written.'® The Scottish Council for
Voluntary Organisations suggested that the eligibility criteria for candidates were unclear,

and that employers and Jobcentre Plus were uncertain about how to write specifications for
the jobs.'"!

81. We accept that the Department felt obliged to design and implement the FJF
programme rapidly, given the labour market conditions at that time. However, we
believe that the Department needs to take into account that engaging private sector
organisations requires more time than was allowed for within the FJF programme. In
future welfare-to-work programmes, a balance needs to be struck that takes advantage
of the different strengths of the public, private and voluntary sectors. Given the
proposed severe cut backs in public sector jobs, the Government will be much more
reliant on the private sector to provide the jobs necessary to meet its targets for moving
people off benefits and into work.
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7 Lessons learned from implementation

Early delays in the programme

82. A number of witnesses told us that, because the programme was set up at great speed,
providers did not have enough time to prepare before FJF work started. In his oral
evidence, the Minister pointed out that the Future Jobs Fund had been established as an
emergency measure.'”> Mark Fisher from DWP described the challenge to the Department
in setting up the scheme so quickly:

The scheme was announced in May. We had to build an entirely new supply chain
with a whole new set of partners we had never actually done business with, and we
got the first jobs through the door in September/October.[...] It was delayed but it
was quite an achievement in simply getting the whole scheme running and getting to
an industrial scale in really quite a short time.'”

83. Sandwell Metropolitan Borough summarised their experience of the problems this
caused:

The programme had little central guidance initially which delayed the development
of the programme. Information relating to the programme was not received by those
implementing the programme immediately, which delayed the number of referrals
that could be matched to jobs.'**

DWP accepted that fewer FJF jobs than expected—only 5,000—were created by the end of
2009." It suggested that the reasons for these early delays were: “Over-ambition from
bidders, delays in issuing grant letters (issued in early September), delays in these letters
being returned, changes to guidance for Jobcentre Plus advisers, and severe weather in late
2009.7% Julia Sweeney from DWP expanded on this:

Frankly, we underestimated how long the recruitment process took for a lot of
participating organisations. Many used their mainstream recruitment systems,
which took up to three months, particularly if there were Criminal Records Bureau
(CRB) checks involved.'"”

84. A number of other witnesses also pointed to the length of time it took to process CRB
checks as a contributory factor to delays in the programme.'® Mark Fisher confirmed that
the Department would be applying the lessons from the FJF in future, in terms of how to
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make the CRB checking process as efficient and swift as possible whilst applying the full
rigour only in areas where it is needed.'”

Role of Jobcentre Plus

85. A significant theme running through much of the written evidence was perceived
inconsistencies in the service provided by Jobcentre Plus (JCP), particularly in the early
stages of the programme. Some witnesses were concerned at the capacity of JCP offices to
refer suitable candidates for FJF posts or provide appropriate information to candidates
and employers. For example, Crisis UK suggested that there was “a lack of clarity and
understanding for appropriate referrals from Jobcentre Plus”.!® The National Young
Volunteers Service said that the service provided by Jobcentre Plus was inconsistent across
the country and that its advisers should have received better communication about the
FJE.'"! The National Children’s Bureau suggested that JCP offices did not offer individuals
sufficient support in terms of writing suitable CVs, preparing candidates for interview and
providing timely and informative information to candidates about FJF vacancies.''?

86. Liverpool City Region stated that employers found the standard of written application
forms to be lower than they would have expected, but that the calibre of individuals was
high when they had an opportunity to meet them.'”® Again, this suggests that some young
people might have received more effective support during the application process.

87. However, some witnesses were more positive about the role of Jobcentre Plus.
Wakefield Council described their relationship with Jobcentre Plus as an “excellent
partnership” which:

[...] puts the young person as the focus at all times but also creates discussion
concerning the nature of the vacancies to be created, the planning of recruitment, job
matching by JCP staff, easing transition to work, regular contact ‘behind the scenes’
and where unavoidable the sensitive transition back to benefits.'**

Tracy Fishwick also defended Jobcentre Plus, saying it had experienced an increase in
customers at the time the FJF was introduced, and that it did not receive guidance straight
away on the rules and eligibility criteria for jobs. FJF partnerships had had to define the
process individually with Jobcentre Plus, hence the variation between JCP services in
different regions.'®

88. The Department’s evidence states that costs were incurred in addressing “early
performance deficits”, particularly within Jobcentre Plus. This activity included
“introducing new initiatives to encourage more bids, performance improvement planning,
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putting on Jobsfairs and work to help Lead Bodies to streamline their recruitment
processes”. However, “once the Future Jobs Fund’s policies had had time to bed in,
Jobcentre Plus reported good progress”.''®

89. We accept that the FJF programme was, by necessity, implemented at speed, and
that some teething problems were inevitable. The recession meant that Jobcentre Plus
offices were already under significant pressure at the time the scheme was rolled out.
Nevertheless, many provided an admirable service in delivering the FJF programme
and we congratulate those JCP staff on this achievement.

90. We do however have some concerns. Some young people were not properly
prepared for the application and interview process. Jobcentre Plus has a clear role to
play in supporting candidates in the application process, including the preparation of
CVs and developing interview skills, and in ensuring that employers receive accurate
information about candidates. DWP must ensure that JCP has the necessary resources
and support to provide this service.

91. Jobcentre Plus will be required to play a significant role in implementing the Work
Programme. The Department must ensure that managers and frontline staff are
properly prepared for this and other new programmes so that support is delivered to a
high and consistent standard across the network of JCP offices. We will return to this
issue as part of our forthcoming inquiry into the contracting arrangements for the
Work Programme.

116 Ev 49
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8 Termination and transition arrangements

Impact of terminating the FJF

92. In May 2010, the Coalition Government announced that it would be cancelling the
planned extension of the Future Jobs Fund to March 2012. DWP has stopped accepting
any further bids from providers and there will be no new entrants beyond March 2011."

93. The decision to terminate the programme early will withdraw FJF opportunities that
young people would have received in the period from late 2010 to March 2012. Many
providers have indicated that they had already provisionally created FJF jobs which will not
now be taken up by young people, therefore disappointing employers and young people.
Witnesses expressing this view included Wales Council for Voluntary Action, Sandwell
Metropolitan Borough and the Creative Development Consultancy.''®

94. The cancellation of the FJF coincides with an increase in long-term unemployment
among young people. Data from the Office for National Statistics (ONS) showed that
189,000 18-24 year olds had been unemployed for over 12 months in the period July-
September 2010, compared with 171,000 in July-September 2009, and 109,000 in July-
September 2008'"°. A recent report published by the Prince’s Trust indicated that the
number of 16-24 year olds claiming Jobseeker’s Allowance for 12 months or longer
increased from 5,840 claimants in September 2008 to more than 25,800 claimants in
September 2010.'

95. A significant number of witnesses highlighted the role they considered FJF had played
in reducing the number of young people who are “Not in Education, Employment or
Training” (NEETs)."””! For example, Manchester City Council believed that the impact of
withdrawing the FJF would be an increase, or reduction in the decrease, in youth
unemployment.'” Stoke-on-Trent City Council stated that the number of young job
seekers fell by 23% over the FJF period, whereas the number of job seekers as a whole only
fell by 16% during the same period.'”® The Association of Greater Manchester Authorities
claimed that “a further year of FJF could have meant an additional £35m circulating in
wages and a further decrease on the levels of youth unemployment in Greater
Manchester”.'**

96. Witnesses such as Glasgow Works indicated that the early termination of FJF would
leave a notable gap in provision to a group which already faced disadvantage. They believe
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that unemployed young people aged 18-24 who have been unemployed for over six
months will face a particular challenge competing with more experienced job seekers.'*

97. However, Working Links (an organisation that helps people find employment and
provides training opportunities), felt that the decision to terminate the FJF early might turn
out to be beneficial to their customers in the long run. They argued that the new Work
Programme is an opportunity to ensure that there is no repetition or duplication in the
system that might confuse customers. They also felt that the focus should be on young
people acquiring the “skills, confidence, motivation and ability to secure long term,

sustainable employment”.'?

Transition to the Work Programme

98. Referrals to the Future Jobs Fund will cease by March 2011, and the final participants
are expected to finish their FJF posts by September 2011. The Minister confirmed that the
target date for the full launch of the Work Programme is June 2011."” This leaves a
potential gap in targeted employment programmes for young people.

99. Given the significant increase in youth unemployment since 2008, as highlighted by the
ONES statistics referred to previously, we were concerned that the potential gap between the
FJF and the Work Programme may lead to a substantial number of unemployed young
people failing to receive any specialist support.

100. The Minister told us that the full provision of the Work Programme from June 2011
in all local areas would depend on which organisations are successful in the bidding
process: “Where an issue will arise is in a part of the county where there is no current
provision from the people who are successful in getting on to the Framework and then
getting the individual pieces of the Work Programme”.'?® He said that, where a Flexible
New Deal provider in a particular area was successful in winning a Work Programme
contract in that area, the transition to the Work Programme would be easier.'*’

101. However, it is important to note that around half of the country does not have a
Flexible New Deal provider in place. The Flexible New Deal was due to be rolled out in two
phases, and the first phase was introduced in October 2009. The Coalition Government
cancelled the implementation of the second phase as part of its plans to introduce the
Work Programme. Areas that were part of phase two of the Flexible New Deal programme
might therefore be at a disadvantage, as the Work Programme is less likely to be
implemented so quickly there. Mr Grayling emphasised that where gaps arise in provision,
the Government will, if necessary, “deploy the resources of Jobcentre Plus to fill in the gaps
or [..] make additional arrangements in parts of the country where there is a particular

problem”.%
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102. We were interested in exploring options to extend the Future Jobs Fund in areas
where the Work Programme might not be available at an early stage. In her oral evidence,
Tracy Fishwick pointed to the use which might be made of “rolled up weeks” to fund
continued FJF provision during the transitional period.””' “Rolled up weeks” arise where
an FJF employee does not stay on the FJF programme for the full six months, which means
that the full potential funding is not drawn down. However, Mark Fisher from DWP told
us that the Department’s financial modelling assumed that some FJF jobs would not last six
months and that there was not an allocation of unspent funding that could be used to
extend the FJF programme until the Work Programme was fully operational.'*

103. We are concerned that the transitional arrangements between FJF ending and the
Work Programme being fully established will mean that young people are not offered
targeted employment programmes for some time. It has been demonstrated that
periods of unemployment are detrimental to young people’s future prospects and that
the longer the period out of work, the more serious the damage to their job prospects.
The cancellation of the FJF has also coincided with increased levels of unemployment
amongst young people. It is therefore essential that addressing youth unemployment is
given appropriate prominence within the Government’s welfare-to-work policies. We
intend to pursue the issue of the continuation of provision in our Work Programme

inquiry.

104. We expect DWP to ensure proper transitional arrangements are in place and to
monitor provision for young people in the period before the Work Programme is fully
implemented. We recommend that it record, and publish on its website in October
2011, the following information in relation to unemployed young people who would
have been eligible for the Future Jobs Fund:

o the number receiving welfare-to-work services between January 2011 and the
introduction of the Work Programme;

o the number receiving services for the first three months after the introduction
of the Work Programme, showing how these numbers vary across
geographical areas (to indicate variations between areas which currently do
and do not have Flexible New Deal contractors); and

o the actions the Department has taken in mitigation if the numbers are
substantial or if there is significant variation across regions.

Ensuring the Work Programme supports those furthest from the
labour market

105. The Future Jobs Fund was designed to support young people at risk of long-term
unemployment. These young people may face significant obstacles to finding permanent
work, including a lack of qualifications and experience as well as social and personal
barriers to work. It is important that the Work Programme provides a targeted service for
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these individuals, rather than simply focusing on individuals who face fewer barriers to
work and are easier to place in jobs.

106. The Minister stated that unemployed young people who would have been referred to
the FJF will in future be referred to the Government’s new Work Programme.'** However,
on current available information it appears that young people who have completed an FJF
post but who have not found permanent employment will not become eligible for the
Work Programme straightaway. The Minister told us that the Department was still
considering evidence on when exactly they will be eligible for the Work Programme."**

107. The Work Programme will adopt a “black box” model, through which providers will
be free to decide which types of welfare-to-work programmes to use and will be paid on the
basis of employment outcomes. Professor Paul Gregg suggested that there were risks
within the black box model, arguing that providers might focus on the easiest people to
help. This problem of “creaming and parking” was highlighted by our predecessors in their
Report earlier this year on contracted employment programmes.'*” Professor Gregg called
for guarantees within the Work Programme to ensure providers supported all client
groups.'*®

108. Ensuring contracted employment programmes meet the needs of those furthest
from work, as well as the easiest groups to place, has been a challenge for governments
in the past and this will be equally true under the Work Programme. The Government
must ensure that the differential payments arrangements within the Work Programme
create a sufficient incentive for providers to deliver appropriate support for longer-
term unemployed young people, including the low-skilled and those without any work
experience, who are currently targeted by the Future Jobs Fund. We will pursue this as
part of our forthcoming inquiry into the contracting arrangements for the Work
Programme.

Local partnerships developed by the FJF

109. Public and voluntary sector organisations emphasised that they had formed useful
partnerships through the FJF which the Work Programme should build on. For example,
Barnado’s argued that “by ending the programme without a clear, structured replacement
in place, there is a danger that the momentum, relationships and the goodwill of partners
created through this programme will be lost”."*”

110. The Government is establishing an umbrella arrangement of approved providers
(known as the Framework) which will be used to deliver the Work Programme. The Wales
Council for Voluntary Action argued that:
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The Work Programme if it is to be successful will require prime contractors to
embrace a partnership approach working with the third sector and smaller, more
specialised, local organisations to deliver employment related support which meets
the needs of young people.'*

However, some local authorities and voluntary and community sector organisations are
concerned that they do not have the capacity to become providers under the Work
Programme. They believe that the contracting process for the Work Programme will only
be accessible to large-scale private sector companies and that the partnerships between
local authorities and the voluntary sector which have developed under the FJF will not be
built upon.'**

111. Liverpool City Region argued that the local employability partnerships developed
through the FJF could play an important role in the Work Programme by brokering
specific types of intervention for young people and through combining local resources.'*
Manchester City Council stated that the best results for young people are delivered when
employment and skills support is delivered to individuals with other services built in as an
essential component to meet individual and community need.'*!

112. The Minister told us that he would encourage Work Programme providers to build
on local partnerships:

One of the messages I've given to the applicants for the Work Programme
framework is that I would expect them, as a matter of routine, to have close working
partnerships with, for example, local authorities, who’ve been one of the key partners
in the Future Jobs Fund.!'*?

113. Valuable local partnerships have been built up under the Future Jobs Fund which
draw on knowledge of local labour markets and the needs of communities. The
Government has promised that it will ensure that this expertise is not lost as the Work
Programme is rolled out. We will use our forthcoming inquiry into the contracting
arrangements for the Work Programme to explore how the Government plans to meet
this commitment.
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9 Apprenticeships

Government proposals on apprenticeships

114. DWP have highlighted that apprenticeships could form one component of a
programme of tailored support for young unemployed people, to help them into
sustainable employment.'® The 2010 Spending Review stated that the Government
planned to increase funding “by £250 million a year by 2014-15 on new adult
apprenticeships, compared with the previous Government’s level of spending”.'**
Previously, in September 2010, the Government had announced that it would allocate an

additional £150 million to create 50,000 additional adult apprenticeships in 2010-11.

115. Despite the current economic conditions, the Minister and Claire Burton, Head of the
joint Department for Business, Innovation and Skills and Department for Education
Apprenticeships Unit, were confident that employers would be willing and able to deliver
the increased number of apprenticeship places. They indicated that the allocation of 50,000
places for 2010-11 is likely to be fully taken up by employers, and pointed out that in the
previous two years the Government had had to cap the number of places available to
employers because the demand exceeded the funding available for places.'*®

116. There was support for the development of more apprenticeship places from a number
of witnesses. The CBI, for example, argued that employer-led apprenticeships provide
sustainable jobs, structured pathways for career development and high wages. Their figures
show that around 90% of apprentices find employment (or self employment) immediately
after their training ends.'*

Suitability of unemployed young people for apprenticeships

117. A number of witnesses emphasised the importance of the apprenticeships system
including some provision for young people facing significant obstacles to the employment
market. Centrepoint told us that, while it supported the proposal to fund more
apprenticeships, the Government should ensure that they are made available to vulnerable
young people and that they do not simply “cream oft the more able young people”.!*” The
Association of Learning Providers were similarly concerned that apprenticeships may not
reach the same clients that the FJF was intended for—young people who were previously
unable or unwilling to join apprenticeship programmes.'*

118. In his oral evidence, Professor Paul Gregg said that many young people who are facing
long-term unemployment, the group that the FJF was aimed at, do not have the necessary
qualifications to get onto the higher level (level 3) apprenticeships. He believed that lower
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level apprenticeships were less meaningful in terms of employment opportunities and
wages.'*

119. We welcome the increased funding for and increased number of apprenticeships
and expect the Government to ensure that, where appropriate, these opportunities are
made available to unemployed young people previously targeted by the FJF.

120. We recommend that, in response to this Report, the Government provides us with
statistics on:

o the number of apprenticeship starts planned for January to June 2011 compared
with the corresponding period in 2010; and

o the number of these apprenticeships expected to be taken up by 18-24 year olds
who were previously unemployed for six months or more.

121. We are concerned that apprenticeships may not be the most suitable route into
employment for those young people at the highest risk of long-term unemployment.
These young people may have left school with no qualifications, have no experience of
work, or have difficult family circumstances, and in some cases they may not be ready
to start an apprenticeship. We are keen to ensure that alternative provision (for
example, personal support, training and work opportunities) should be available to
help those who are not ready for an apprenticeship.

Links between the Work Programme and apprenticeships

122. The Minister told us that one of the roles of the Work Programme would be to
prepare and encourage young people to take up opportunities such as apprenticeships:

A central task of the Work Programme providers, as I see it, is to ensure that they
actually support, motivate, encourage and provide the right degree of direction—
matching an individual to opportunity and so forth—actually to get that young
person into an apprenticeship.'*

123. Groundwork UK offered a positive example of the way in which the FJF had
complemented apprenticeships. In partnership with British Gas, they trialled using FJF
posts as a pre-apprenticeship period (for example in teams of loft insulation or cavity wall
technicians). Where young people completed the FJF post, there were opportunities for
them to undertake a full apprenticeship with British Gas. Groundwork UK believed that
there should be more opportunities to convert successful FJF posts into apprenticeships
and that the Work Programme might consider how FJF-style posts could help young
unemployed people gain apprenticeships.'"

124. Tracy Fishwick echoed this view, commenting that even as the FJF programme moves
to its latter stages it may be possible to link FJF jobs to apprenticeships “in a structured
way, so that people who start on the Future Jobs Fund move into apprenticeships and do
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not dip inbetween”."** This reflects the concern that once some young people finish their
FJF post, there will be no opportunities or support for them, and they may fall back into
unemployment.

125. The DWP and Work Programme providers should consider how to attract those
furthest from the labour market to apprenticeships and how to encourage employers to
take on such individuals as apprentices. We recommend that the Government looks
closely at the lessons to be learned from the Future Jobs Fund in terms of the most
effective ways to prepare such individuals for apprenticeships.
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Conclusions and recommendations

Outcomes for young people

1.

Despite falling behind its initial target, the Future Jobs Fund created a significant
number of temporary jobs for unemployed young people on a national scale.
However, it is too early to assess the extent to which the programme has supported
young people in finding permanent employment. (Paragraph 29)

It must be borne in mind that the FJF was an emergency measure to tackle a
particular peak in youth unemployment. We regard the wider benefits which many
young people gained from the programme in terms of work experience, confidence
and self-esteem and the likely consequent impact on their future employability, as
another indicator of the effectiveness of the programme. (Paragraph 30)

Evaluation and monitoring arrangements

3.

We believe that DWP should conduct a robust and comprehensive evaluation of the
FJF and publish the findings. We recommend that the evaluation include an analysis
of the experiences of local implementation of the programme, an assessment of the
impact of the FJF on long-term employment and benefit payments (as recorded in
DWP databases) and a detailed cost-benefit analysis. The evaluation method should
also be published to ensure the transparency and credibility of the process.
(Paragraph 34)

We believe that ongoing assessment of the FJF programme at a local and national
level may have been more informative if effective systems had been available to
monitor participation and employment outcomes from the outset. (Paragraph 38)

Effectiveness and value for money

5.

A robust evaluation of the FJF has yet to be undertaken. While we accept the
Government’s need to make savings to address the public spending deficit, it is our
view that insufficient information was available to allow the Department to make a
decision to terminate the FJF if this decision was based on its relative cost-
effectiveness. It is important that DWP carries out cost comparisons for welfare-to-
work programmes on a like-for-like basis. In particular, statistics should clearly show
what payments, including benefit payments, individuals on each programme are
receiving, to reflect the full cost to government. (Paragraph 48)

While many graduates gained valuable experience through participating in the
Future Jobs Fund, it is not clear to us that such an intervention is as cost-effective for
this client group as it might be for those facing significant personal barriers to
finding work. (Paragraph 52)

We accept that interventions like the FJF represent a more expensive option, even
when adjusted to take account of the fact that Jobseeker’s Allowance is not paid to
FJF workers. However, despite the relatively high cost, programmes such as the FJF
may still be a cost-effective option for young unemployed people who are furthest
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from the labour market, and who are less likely to benefit from other less intensive
approaches. (Paragraph 53)

Comparing the effectiveness of welfare-to-work programmes is complex, given the
differences in approach, funding, labour market circumstances and the
characteristics of previous programmes. The evidence is limited and does not offer a
clear consensus. We expect the Government to use the findings from the Future Jobs
Fund evaluation to contribute to the wider evidence base used to assess which types
of programmes are most effective in tackling youth unemployment. (Paragraph 59)

Benefits for employers and communities

9.

10.

Overall, employers were impressed by the young people they recruited through the
FJF and believed that they had benefited significantly from the contributions made
by these individuals. As a result of the programme, recruitment methods in some
organisations have already been altered to make it easier for employers to recruit
young people who lack experience. The Government, working through Jobcentre
Plus and its Work Programme, should consider how it can encourage more
employers to open up their recruitment processes to young people who lack
experience but who have the capacity to make a valuable contribution. (Paragraph
64)

It is clear that communities and community organisations benefited significantly
through their employment of FJF workers. The programme had a positive impact
across the country in terms of enhancing the scale and the quality of services in the
voluntary and community sector. We welcome these positive outcomes and regard it
as unfortunate that the benefits may be lost with the withdrawal of the FJF. However,
the community benefits must be considered in the context of the overall cost of the
programme. Moreover, it should be borne in mind that the Future Jobs Fund was
designed to be a temporary measure and these benefits were only ever intended to be
experienced over a short period. (Paragraph 67)

Involvement of the private sector

11.

12.

It is important that EU state aid rules are not perceived as a barrier to private sector
involvement in employment programmes. The Department should clarify exactly
what is and is not allowed under state aid rules for employers in the private sector
when employing young and disadvantaged people using a government subsidy, and
produce a simple guide to help build confidence of employers. (Paragraph 77)

We accept that the Department felt obliged to design and implement the FJF
programme rapidly, given the labour market conditions at that time. However, we
believe that the Department needs to take into account that engaging private sector
organisations requires more time than was allowed for within the FJF programme. In
future welfare-to-work programmes, a balance needs to be struck that takes
advantage of the different strengths of the public, private and voluntary sectors.
Given the proposed severe cut backs in public sector jobs, the Government will be
much more reliant on the private sector to provide the jobs necessary to meet its
targets for moving people off benefits and into work. (Paragraph 81)
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Lessons learned from the programme

13.

14.

15.

We accept that the FJF programme was, by necessity, implemented at speed, and that
some teething problems were inevitable. The recession meant that Jobcentre Plus
offices were already under significant pressure at the time the scheme was rolled out.
Nevertheless, many provided an admirable service in delivering the FJF programme
and we congratulate those JCP staff on this achievement. (Paragraph 89)

We do however have some concerns. Some young people were not properly
prepared for the application and interview process. Jobcentre Plus has a clear role to
play in supporting candidates in the application process, including the preparation of
CVs and developing interview skills, and in ensuring that employers receive accurate
information about candidates. DWP must ensure that JCP has the necessary
resources and support to provide this service. (Paragraph 90)

Jobcentre Plus will be required to play a significant role in implementing the Work
Programme. The Department must ensure that managers and frontline staff are
properly prepared for this and other new programmes so that support is delivered to
a high and consistent standard across the network of JCP offices. We will return to
this issue as part of our forthcoming inquiry into the contracting arrangements for
the Work Programme. (Paragraph 91)

Termination and transition arrangements

16.

17.

We are concerned that the transitional arrangements between FJF ending and the
Work Programme being fully established will mean that young people are not
offered targeted employment programmes for some time. It has been demonstrated
that periods of unemployment are detrimental to young people’s future prospects
and that the longer the period out of work, the more serious the damage to their job
prospects. The cancellation of the FJF has also coincided with increased levels of
unemployment amongst young people. It is therefore essential that addressing youth
unemployment is given appropriate prominence within the Government’s welfare-
to-work policies. We intend to pursue the issue of the continuation of provision in
our Work Programme inquiry (Paragraph 103)

We expect DWP to ensure proper transitional arrangements are in place and to
monitor provision for young people in the period before the Work Programme is
fully implemented. We recommend that it record, and publish on its website in
October 2011, the following information in relation to unemployed young people
who would have been eligible for the Future Jobs Fund:

the number receiving welfare-to-work services between January 2011 and the
introduction of the Work Programme;

the number receiving services for the first three months after the introduction of
the Work Programme, showing how these numbers vary across geographical areas
(to indicate variations between areas which currently do and do not have Flexible
New Deal contractors); and
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the actions the Department has taken in mitigation if the numbers are substantial
or if there is significant variation across regions. (Paragraph 104)

Ensuring contracted employment programmes meet the needs of those furthest from
work, as well as the easiest groups to place, has been a challenge for governments in
the past and this will be equally true under the Work Programme. The Government
must ensure that the differential payments arrangements within the Work
Programme create a sufficient incentive for providers to deliver appropriate support
for longer-term unemployed young people, including the low-skilled and those
without any work experience, who are currently targeted by the Future Jobs Fund.
We will pursue this as part of our forthcoming inquiry into the contracting
arrangements for the Work Programme. (Paragraph 108)

Valuable local partnerships have been built up under the Future Jobs Fund which
draw on knowledge of local labour markets and the needs of communities. The
Government has promised that it will ensure that this expertise is not lost as the
Work Programme is rolled out. We will use our forthcoming inquiry into the
contracting arrangements for the Work Programme to explore how the Government
plans to meet this commitment. (Paragraph 113)

Apprenticeships

20.

21.

22.

23.

We welcome the increased funding for and increased number of apprenticeships and
expect the Government to ensure that, where appropriate, these opportunities are
made available to unemployed young people previously targeted by the FJF.
(Paragraph 119)

We recommend that, in response to this Report, the Government provides us with
statistics on:

the number of apprenticeship starts planned for January to June 2011 compared
with the corresponding period in 2010; and

the number of these apprenticeships expected to be taken up by 18-24 year olds
who were previously unemployed for six months or more. (Paragraph 120)

We are concerned that apprenticeships may not be the most suitable route into
employment for those young people at the highest risk of long-term unemployment.
These young people may have left school with no qualifications, have no experience
of work, or have difficult family circumstances, and in some cases they may not be
ready to start an apprenticeship. We are keen to ensure that alternative provision (for
example, personal support, training and work opportunities) should be available to
help those who are not ready for an apprenticeship. (Paragraph 121)

The DWP and Work Programme providers should consider how to attract those
furthest from the labour market to apprenticeships and how to encourage employers
to take on such individuals as apprentices. We recommend that the Government
looks closely at the lessons to be learned from the Future Jobs Fund in terms of the
most effective ways to prepare such individuals for apprenticeships. (Paragraph 125)
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Formal Minutes

Monday 13 December 2010
Members present:

Miss Anne Begg, in the Chair

Harriett Baldwin Mr Oliver Heald
Andrew Bingham Brandon Lewis
Karen Bradley Stephen Lloyd
Alex Cunningham Teresa Pearce
Kate Green

Harriett Baldwin declared a pecuniary interest as Vice Chair of the Social Investment
Business. Social Investment Business has a 10% share in 3SC, which has received
funding from the Future Jobs Fund.

Draft Report, Youth Unemployment and the Future Jobs Fund, proposed by the Chair,
brought up and read.

Ordered, That the Chair’s draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 125 read and agreed to.

Summary read and agreed to.

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

Ordered, That the Chair make the Report to the House.

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

Written evidence was ordered to be reported to the House, together with written

evidence reported and ordered to be published on 15 September 2010 and 13 October
2010.

[Adjourned till Wednesday 15 December at 9.15 am.
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Work and Pensions Committee: Evidence Ev 1

Taken before the Work and Pensions Committee

on Wednesday 27 October 2010

Members present:

Miss Anne Begg (Chair)

Harriett Baldwin
Karen Bradley
Richard Graham
Kate Green

Mr Oliver Heald
Sajid Javid
Stephen Lloyd

Examination of Witnesses

Witnesses: David Coyne, Executive Director, Glasgow Works, Tony Hawkhead, Chief Executive, Groundwork
UK, and Jackie Mould, Director, Be Birmingham, gave evidence.

Q1 Chair: I welcome our three witnesses for this first
formal evidence session of our inquiry into the Future
Jobs Fund and youth unemployment. Will you briefly
introduce yourselves for the record?

Jackie Mould: 1 am Jackie Mould. I am from Be
Birmingham, which is part of Birmingham City
Council.

Tony Hawkhead:
Groundwork UK.
David Coyne: 1 am David Coyne from Glasgow
Works.

Chair: Will you speak up a bit? The room is a bit
echoey. Although the microphone picks up your
voices for broadcasts, we cannot necessarily hear you.
Unfortunately, the microphones do not help us.
Harriet, you have a declaration.

Harriett Baldwin: Thank you, Chair. I wish to
declare that I am vice-chairman of the Social
Investment Business, which has a 10% stake in 3SC,
which provided jobs to the Future Jobs Fund.

I am Tony Hawkhead from

Q2 Chair: Thank you. As has been pointed out to us,
the three of you have been in organisations that have
been delivering the Future Jobs Fund, so obviously
you have a vested interested in that.

Before my colleagues ask more specific questions,
may I ask you a more general question? How do you
rate the Future Jobs Fund in comparison with other
schemes that have been put in place to try to alleviate
youth unemployment? This must be the last of a
number of various things that have been tried in the
past. Will you give us an historical sense of where
you think it rates against other interventions that have
been used, to a greater or lesser extent, to get young
people into work?

Jackie Mould: 1 think it has been very positive on a
number of fronts. The big positive, and the feedback
that we have had from the young people who have
been involved, is that it’s a real job. If you're an
unemployed young person and you haven’t had a job,
or you’ve been unemployed for quite a while, to be
able to have a real job that you can put on your CV
makes the difference between getting a job and not
getting a job when you are trying to move up. That’s
been a big bonus.

The other positives have been the creativity and the
opportunities that the programme has -created,
particularly in the voluntary and community sector.
That’s what we have found. They’ve been able to
create some innovative and interesting jobs for people,
which has helped to develop their business as well, so
that’s been really positive. We are just monitoring our
people who have left the programme. So far, it’s
looking as though around 51% have gone into
employment or full-time education. Compared with
previous programmes, that is a very good outcome
for us.

On the less positive side, it is an expensive
programme, because you’re essentially paying wages
for the young person for six months. However, if that
person then goes into a job, you can soon start to
benefit in terms of that person coming off benefits and
paying into the system instead of taking out of it.
Also, it’s not been particularly good for attracting
private sector employers. Although we have had a lot
of private sector employers locally wanting to be able
to help and offer opportunities to young people, this
programme has not really been for them. It hasn’t
been able to give them that opportunity.

Q3 Chair: We will have more detailed questions on
that later. You said that 51% in terms of job outcomes
was comparatively good. What were the job outcomes
for some of the other things that have been tried?
Jackie Mould: 1 don’t have those statistics on me,
but I have a background in running these kinds of
programmes over the past 15 or 20 years. My
experience is that the rate of people going into real
jobs is often a lot lower than that.

Q4 Chair: Is it 30% or 20%?

Jackie Mould: 1t would be between 20% and 30%.
That’s what you would aim for. We haven’t
interviewed everybody yet, so we haven’t completed
the process, but we have been surprised by the success
in terms of people going into jobs—pleasantly
surprised.

QS5 Chair: Can I ask you to be a bit more historical
about what things were in place before and how this
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measures up? Just in general; as I said, we will come
to the more detailed stuff in a minute.

Tony Hawkhead: The first thing I would like to say
is that we have had only a third of our cadre of 6,200
people, which is what we and our partner, the National
Housing Federation, are providing in placements.
Only a third have completed. It’s probably too early
to be truly accurate or even to estimate how effective
it’s been at getting people into jobs and further
training. The numbers for us at the moment are quite
varied, ranging from about 35% in some groups up to
about 60%. We are now doing a lot more work, having
got the programme up and running, in back-tracking
and seeing where we are. I would be much better able
to answer the question in about six months’ time when
we’ll probably have two thirds of the people through.
Picking up the point about historical issues,
Groundwork has been delivering a variety of schemes
aimed at tackling unemployment right back to the
mid-1980s with what was then called the Community
Programme. This scheme looks to me most like the
work we developed with our colleagues from Wise
back in the late 1990s, which ran for about 10 years—
the intermediate labour market (ILM) programme.
That had a very similar aim, which was providing a
job, a wage and work experience. Frankly, it was at a
similar cost. The way that Groundwork at that time
was running it was to knit together, in a classic
Groundwork approach, a lot of different funding—
European, local authority and sometimes private
sector—to create the means to underpin the funding
that we could get then from what is now called the
Department for Work and Pensions. I would argue that
the benefits of the Future Jobs Fund, which you raised
and with which I agree, were similar to what is called
the ILM model.

We have found it a bit easier to link to employers,
because we have been doing it for a long time. I think
we will come to this later, but there has been a
problem with the community benefit test—we need to
be honest about that.

Chair: We will ask questions on that later.

Tony Hawkhead: We have found it particularly
valuable on environmental projects. A lot of our work
is around that—both for us and for our housing
association partners—and much of it would otherwise
be marginal or not feasible. The Future Jobs Fund has
allowed us, literally, to give people a job in which
they feel motivated and proud because they have a
job, and they are therefore much more productive in
working on those environmental projects.

In terms of how it feels, we are getting feedback from
people. This is now anecdotal, which I need to make
clear. What we are certainly picking up is that people
are much happier on this programme than, for
example, on some of the benefits-based programmes
of the past. All our experience—I suspect you will
hear this from all of us—is that the sense of being in
work and being able to put that on a CV is critically
important.

Q6 Chair: We had intermediate labour market
schemes in the late *90s.

Tony Hawkhead: And they ran through for about
another 10 years.

Q7 Chair: Did they continue all the way through
until the Future Jobs Fund?
Tony Hawkhead: No.

Q8 Chair: Why did they fall out of favour?

Tony Hawkhead: Because, under the last
Government, changes were made to the New Deal, or
the Flexible New Deal as it became, which made the
starting point of contributing for someone to be in a
job for six months no longer feasible or possible. The
flexibility was good, but it could also be damaging,
because we could not get Jobcentre Plus to commit to
a six-month period of matched funding.

Q9 Chair: It was not to do with the cost.

Tony Hawkhead: 1 would argue that, if one is good at
raising funding and at knitting it together, there has
always been funding. It is true that Governments of
all persuasions have tended to be sceptical of the
intermediate labour market model, because of the cost.

Q10 Chair: It is the intermediate labour market
intervention that is the expensive element to deliver?
Tony Hawkhead: Again, I would agree that it is more
costly than some schemes. The Future Jobs Fund paid
a wage, and you have to be careful if you compare it
with other programmes, which do not include the cost
of benefits or the cost to the taxpayer of not having
tax paid. I do not think the model is expensive if you
see our success rates. We were running at 60% into
jobs from the intermediate labour market. That is an
enormous success—we work with very hard-to-reach
people—in comparison with, to give one example, the
Environment Task Force. This was probably peaking
at about 18%, which is really quite weak. In getting
very hard-to-reach people into work, we believe that
the ILM/Future Jobs Fund model is a very good one
and that it is arguably cost-effective.

Q11 Chair: David, have you anything else to add or
do you think we have covered it, looking at the
historical side of this?

David Coyne: 1 would reinforce what Tony has said.
From the mid-90s for a decade, we had a
comprehensive Glasgow Works programme, which
was on the ILM model, achieving about 60%
outcomes into work for long-term unemployed
people. That was successful in the context of the
time—we were seeing the beginning of a buoyant
period in the labour market. The question whether it
is affordable has to be seen in that historical context.
If the alternative to an ILM scheme is that the person
does not get a job at all, it looks less expensive; if the
labour market is more buoyant and there are other,
less financially expensive, mechanisms that can be
used to achieve a job outcome, you need to move on.
Effectively, that is what happened in the mid-2000s—
policy moved on from ILM schemes. Since the
downturn in the labour market in 2008, we are once
again in a position where the best way of preparing
people for work in the open labour market is
effectively to simulate work in an intermediate labour
market, using a mechanism like the Future Jobs Fund.
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Q12 Kate Green: You have already touched a bit on
the outcomes you have had so far from the
programme. Can you say more about the elements and
components of the programme that have helped to
achieve such levels of sustainable employment as you
have seen so far?

David Coyne: The average job outcome rate today for
the Glasgow Works programme is coming in at around
30%, but within that average figure there is a huge
variation. Our best performing strand within the
programme is achieving a sustainable 62%, and the
lowest performing is at 6%. We understand the
reasons why there is that variation.

One of the more strongly performing strands is an
environmental estate maintenance programme, with
one of our largest volumes. It links to housing renewal
and community regeneration and to social landlords
who have an interest in improving the quality of life
for their tenants. It is the children of many of those
tenants who are taking the jobs in the estate
maintenance programmes, so you achieve a self-
reinforcing programme of community renewal and job
entry. Those social landlords themselves are recruiting
young people from Future Jobs into estate
management and housing assistant-type roles within
those communities. We believe that where you link a
mechanism such as Future Jobs to a process of
regeneration or renewal, which you are undertaking
on a more widespread, strategic basis, you can achieve
that linkage.

In the situations where people are simply creating
temporary work for individuals and hoping that they
will pick up transferable skills in that work, and not
linking it to anything in the wider environment, we
are seeing the lower outcome rates.

Tony Hawkhead: Again, it is going to sound as
though we are all in complete and violent agreement,
but I think that we need to keep emphasising the sense
of it being work. That, for me, is the single most
important point.

The other thing that was powerful about the Future
Jobs Fund was that, unlike any other scheme that I
have ever seen, it—for the first time, really—allowed
the voluntary sector to get involved in a way that was
not risk free, but was much less risky than some of the
other programmes with which Groundwork has been
associated in the past. That meant that work could be
created rapidly, because most charities are always in
need of people to help, particularly to do practical
work on the ground.

The other thing that really worked for us was that
Groundwork made a decision at an early stage to take
only a tiny amount of money to run the programme
in our centre—to do the admin—and passed virtually
everything across to our deliverers. That meant that
they could invest heavily, right down to an individual
level, to support each person who was involved.

I do not think you can exaggerate the importance of
personal care; it is one of the things that is emphasised
about the Work Programme, which, if it can be
delivered, is really important.

Jackie Mould: 1 agree. There have been several
successful elements: the fact that it is a job makes the
difference; it has had an impact on the voluntary and
community sector; and it is linked, as Tony said, with

wider renewal, so people are very much involved in
their own communities—they are doing useful work,
so they feel valued. The scheme lasts six months,
which is a productive length of time, so the
organisations that are involved have the opportunity
to get some benefit from the person.

We have also been able to identify the transferable
skills from that. For example, we had a young person
working for a credit union who has now gone to work
for a bank. So, although we could not get the
placement in the bank, we were able to make that link.
We have quite a few case studies that show where we
have been able to do that.

I agree with what Tony and David have said. Quite
often we are dealing with people who have complex
and chaotic lives, who might have other problems that
they need to sort out—they might have debt or
housing problems. Because the scheme is six months,
and because pastoral care is built in, those things can
be sorted out while they are on the programme, so
they get their life in order before they move on.

One of the case studies that we were looking at the
other day was of a young woman of 21. She became
pregnant at the age of 13, had a baby, dropped out of
school and did not get any qualifications. Then she
joined this programme. She had never been to college
or had a job or anything, but in those six months she
was able to sort her life out, sort out what she wanted
to do and get her child care sorted, and now she has
a job. Her life has completely changed. That
combination of pastoral care, real job experience and
having that routine and discipline has made a big
difference.

Q13 Kate Green: From what you say, I am
wondering whether it is intrinsically difficult for this
six-month process to work with a private sector
employer, given the emphasis that all of you have
placed on pastoral support and how hard these people
are to reach, with a complexity of problems and the
need for the process to be reinforced by community
need and engagement.

David Coyne: 1 am not so sure that it is intrinsically
difficult. We have had some small-scale private sector
involvement from the Marriott Hotels Group, which
has taken on some trainee chefs. The community
benefit angle on that was that they were not only
learning their trade in commercial kitchens, but were
working with a homeless project in the city, assisting
with the soup kitchen and various other things, as well
as rehabilitating service users of a homelessness
project. There were enormous benefits for that third
sector organisation. The Marriott Group believes that
it is grooming the next generation of young chefs as
part of the process. For the young people, it is an
opportunity not only to get into an industry with a
career structure at an unqualified level, but to make
them much more socially aware and much more
rounded.

The real commercial environment is key. Whether it
is in a private business or in a voluntary organisation
does not matter. The fact that that person has a job
and is being paid to do it fundamentally alters the
transaction or the relationship between them and their
employer. They are not the recipients of policy. They
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are not the recipients of a training programme. They
are working and earning a wage. That makes for a
very different learning environment for the individual
compared with a training course.

Tony Hawkhead: May 1 say one other thing? It
depends on the economic cycle. In our experience,
when we had a buoyant economy, when businesses
were desperately trying to recruit people, they were
much more prepared to go the extra mile—for obvious
reasons, because it then becomes part of their
commercial success. At the moment, in what is a very
difficult economic climate, the evidence that we
have—with one or two exceptions that I will come to
later, such as British Gas—suggests that people are
inevitably saying, “Well, I might as well take people
who were recently employed, because that is a much
easier thing for me to manage.” That is where people
like us come in to do the persuasion job.

Q14 Harriett Baldwin: I want to ask a question
about the sustainability of the jobs and the range that
you have seen, from 6% to 61% of people moving
into sustainable employment. Presumably those jobs
are all against a fairly similar background
economically, because we are talking about a finite
period. You have mentioned some of the
characteristics of the jobs that have led to sustainable
employment, but were there any characteristics of the
young people in the programme that you could draw
conclusions from?

Jackie Mould: The thing with the programme is that
it depends, because you have such a wide range of
people. At one end of the scale, we have had graduates
coming on to the programme who are very capable,
but who do not have any work experience. Those
people could go to a private sector employer and
move into a sustainable job. At the other end of the
spectrum, you have people doing landscaping and
construction work, and you also have many in
between the two. One thing that would be worth
looking at is an analysis of the different groups of
people that have been involved and what is most
appropriate for them. It is very varied, and you could
probably design something quite specific for those
different groups, from the experience we’ve had.

Q15 Harriett Baldwin: Different types of
intervention might work for different types of people?
Jackie Mould: They probably could.

Tony Hawkhead: 1 would argue that the Future Jobs
Fund was a child of its time. We must remember that
it was set up and announced as a temporary scheme.
It was at a time when there was an unprecedented—
in our history—rise in youth unemployment that
concerned everyone, and it’s strongly arguable that the
scheme did a very good job in making sure that a
large number of young people had opportunities to
experience work that they would not otherwise have
had. That should be praised.

I think that the fund is most successful in working
with the kind of people we—most of us here, I
think—specialise in, which is those who are very far
from the labour market and would otherwise have no
hope of getting any form of work experience, and
therefore no access to a job. I don’t think that the

Future Jobs Fund or anything like it, or an ILM, would
work well or cost-effectively for people who were
close to the job market. It would be too expensive.

Q16 Kate Green: Can we look now at the reactions
of the young people who have been through the
programme? I know that Be Birmingham has been
surveying young people’s experiences. What benefits
and drawbacks have they themselves identified?
Jackie Mould: The benefits that they have identified
are about the fact that they’ve had a job. I can’t say
that enough; it’s come out in every interview that
we’ve done, with every single person. Some of them
didn’t even know they were on a programme; they
just thought they’d got a job. The other benefits have
been the confidence and self-esteem that people get
from having a job, from feeling valued—that they’ve
got something to offer and that they can do it. Yes,
the skills element is in there and most of them have
developed new skills and gained qualifications, but it’s
really the self-esteem and the self-worth that have
given people the confidence to think, “Yes, I can get
a job. I can sort my life out. I can sort some of my
other problems out.” Those are the main things that
people have said are benefits.

Q17 Kate Green: What drawbacks, if any, have
they mentioned?

Jackie Mould: The main drawback is if there’s
nothing at the end of it. Obviously, people want a job.
All the people who see the programme through want
to work. So, not getting the job at the end is the
biggest disappointment.

Q18 Kate Green: Have you any experience of what’s
happened to people who have not moved on into
sustainable employment or education?

Jackie Mould: Not in detail. They’ve gone back into
the system and are signing on. The worry is whether
those people will keep that self-esteem and get the
support they need to apply for other jobs in the future.
The positive side is that at least they have something
to put on their CV that perhaps they didn’t have
before, and that should improve their chances of
getting employment. But it’s early days yet to see
whether that has made an impact.

Q19 Kate Green: We're asking about this later, but
one of the things that we’re interested in is the
transition from the Future Jobs Fund to the Work
Programme, which is coming. Picking up that point
about people potentially just going back into the
system after their six months, have you any advice
about how the Work Programme might build on
what’s been done for those young people?

David Coyne: We packaged the model in Glasgow in
such a way that there was quite a lot of employability
support for the participants—throughout the
experience, but intensively from week 18 onwards.
That seems to have had an impact on the individuals
in their starting and maintaining an active job search,
building on the confidence that they’ve gained through
successfully executing a job for four months or so.
Capitalising on their increased confidence about the
world of work—having been in it once—and having
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dispelled their own self-limiting beliefs and the myths
that they held about what work was like, they were
applying for a wider variety of types of job.
Currently, the labour market is not great for young
people. Many of them are not successful in making
the transition, so we intend to support them over an
extended period, post-Future Jobs Fund. Except in the
projects that are linked directly to recruitment
opportunities, they will not make an immediate
transition at the end of week 26 and will require
support over an extended period, and that confidence
and capacity need to be capitalised on.

Tony Hawkhead: 1 would say two things. First, we
must bear in mind that one of the weaknesses of the
Future Jobs Fund was that the only outcome required
was a temporary job. There was no necessity to have
tracking from the start. That is a critical challenge for
the future. We are the only voluntary sector prime
contractor on the Community Task Force, for
example. That had a tracking record from the start
and, as a result, I have excellent data on it.

The second thing is about links to jobs. We recruit, so
our aim from the start has been to recruit people from
the Future Jobs Fund as much as we possibly can, but
also to set up links to other employers, such as our
housing association partners. We have a very exciting
scheme linked to British Gas apprenticeships where
we are basically providing a six-month pre-
apprenticeship scheme, linked to 1,000 posts that it is
creating. It is linking things to jobs. The more people
feel that they have a chance at something real at the
end, the better.

Q20 Stephen Lloyd: Excuse me, Chair. Can I ask a
question specifically about British Gas? As we know,
one of the challenges with the Future Jobs Fund was
that a vast majority of temporary jobs were in the
public sector and that added issues of stickability. The
British Gas thing does look very impressive. Why do
you think you managed to get that agreement with
British Gas? Why thus far have you been unable to
persuade any of the other major private sector
employers to come on board in the same way that
British Gas did? I like the idea of the pre-
apprenticeship. I can imagine a number of major
utilities and those across the board which would like
that. Why work with British Gas and not the broad
sector?

Tony Hawkhead: The simple answer is that the
community benefit test made it fantastically difficult
to get the private sector involved. If there is a
commercial benefit to the company concerned to be
gained from taking part in the Future Jobs Fund, we
cannot do it—that would be the definition. The reason
why we were able to get around that with British Gas
was that it was setting up a whole new business in
home insulation, for which it committed itself to set
up apprenticeships. All we did with British Gas—a
very big “all”’—was to agree to provide an effective
pre-apprenticeship, and it would take people on at the
end of it. Jobcentre Plus and the Department for Work
and Pensions deemed that there was no commercial
advantage for British Gas in doing it.

Q21 Kate Green: A last quick question from me.
You have all mentioned that the Future Jobs Fund
programme benefited the third sector, and specifically
that it stimulated creativity and ways in which
employers could think of creating jobs that benefited
themselves as well as the young people and the
community. Can you talk about any of the specific
positive outcomes for both employers and the
voluntary sector? How sustainable do you think the
outcomes might be?

Jackie Mould: We have had some examples of
voluntary sector organisations that have used this
programme to create jobs. They have brought people
into their organisation and essentially developed new
services and markets for them. That has been really
interesting. We have had a couple of organisations that
have actually employed people as fundraisers for the
organisations. They have then been able to bring in
resources and create new activities from those
resources. They have kind of made the job self-
sustaining. That is something that we could learn a lot
from in the future.

There is a lot of creativity out there. The ideas are out
there, but sometimes organisations just need that input
of an extra person or some cash to help them to
develop an idea. It has helped to do that, especially for
quite small organisations. Some of the organisations
involved in social care, particularly with the agenda
around personalisation, have been able to use the
Future Jobs Fund to really develop their capacity to
offer social care and personal assistance services to
the local authority and to health organisations and
actually bid for contracts. Some of those things have
been quite innovative.

David Coyne: Some voluntary organisations have
used it, similar to the way British Gas have, as a kind
of pre-recruitment exercise where they are expanding
into a new service area or trying to extend their reach,
and doing so on the basis of testing out both the new
service model and new employees. They have taken
people on into permanent positions, allowing that
expansion of services to go more smoothly and to be
better resourced. They are now coming back and
effectively saying, “Can we have another one of those
nice Future Jobs people?” “Sorry, no, you can’t.” As
a growth mechanism, it was starting to show some
potential for a small third sector.

Chair: We are going to move on because we’ve only
got through one set of questions and we are more than
halfway through your time.

Q22 Sajid Javid: Thank you all for coming. I want
to focus on the issue of value for money. A few of
you have already mentioned or used that phrase. A
couple of points have already been made about
sustainability. I just want to understand one thing,
because it goes to the heart of value for money. In
your submissions, each of you has given percentages
of what you think were the number of sustainable jobs
that were created—I think an average of about 35%.
Just so we fully understand what you mean by a
sustainable job, does that mean someone who has
completed their six months and then moved to a fully
paid job with a full contract and no subsidies?
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David Coyne: Yes. It is determined by the DWP
claims and monitoring process and the outcome being
moving into paid employment.

Q23 Sajid Javid: So that is about a third. From a
pure objective of helping young people find
sustainable jobs, you would agree that it has a success
rate of about one third.

Tony Hawkhead: 1 would argue that it’s far too early
to tell. Across the whole country, we have had only a
third of the cadre through. Our rates are too varied to
try to draw conclusions at this stage, particularly given
the lack of comparison with the programmes, and also
taking people through during the deepest recession in
this country for 70 years. It’s too early to try to draw
conclusions and say that in some ways it’s either
better or worse.

Q24 Sajid Javid: I think your number was about
30% in the first phase. How many people is that based
on in terms of people having gone through the
programme?

Tony Hawkhead: We have done a third, so that’s
2,000. The 30% figure has a big health warning
around it. We know for certain that 30% have gone
into sustainable jobs and training. We know for certain
that 33% have gone back on to benefits. We are now
retrospectively tracking the other 35% or 40% of
people. It is extremely difficult to do that unless you
have tracking measures built in from the start. We
have now put those in. Before you ask why we didn’t
do that from the start, the fact is that we were being
pushed very hard to deliver Future Jobs Fund at an
enormous rate, faster than any programme [’ve ever
seen. That is what we focused on doing.

Q25 Sajid Javid: As you all know, the contribution
for each job is £6,500. When we look at value for
money, that’s the key number we need to look at and
the results that that money might bring. Compared to
your knowledge of other programmes that have
attempted similar things in the past, albeit in different
ways, is this a good use of £6,500 or are there more
effective ways to do it and perhaps have an impact on
a greater number of people?

Jackie Mould: 1t depends on the client group. If
you’re talking about people who have recently left the
job market, it is not value for money. But if you’re
talking about people who have been unemployed for
longer and have multiple complex issues, then it
probably is. We have started to do some cost-benefit
analysis models, which we are working through at the
moment. I’'m looking at some real case studies. It
depends what you mean by value for money. I have
some examples here that we are working through. We
have one person who was unemployed for 25 years,
for example. We can work out how much that actually
costs the state to keep that person on all the benefits
that they claim. That person now has a job. If they
can keep that job and keep on that positive path, you
can start to see the benefits, because there will be a
saving from them not claiming benefits any more.
They will start to earn money and they will start to
pay back into the system.

It would be interesting to look at those in a bit more
detail to enable us to really assess whether this is
value for money. For those people with complex
problems, people who are claiming a wide variety of
benefits or people who may be ex-offenders who have
been in prison, you start to see that from investing
that £6,000 you could get a pretty good return within
12 months, if that person stays in a job. That is the
thinking that we are trying to work through at the
moment.

Q26 Sajid Javid: Do you think that for some
people—by definition people are typically on out-of-
work benefits prior to joining the programme—the
current system of benefits and the disincentives that it
creates to take work is having an impact?

Jackie Mould: 1 think that people are fearful
sometimes of moving into a paid job, because they
think that they will lose their benefits and be worse
off, which is crazy.

Q27 Sajid Javid: The Government’s proposals to
create a universal benefit with a single taper relief will
cost more money in the short term to put in place.
Relative to value for money and getting people back
into work, would you say that the universal benefit
would be a value-for-money way of giving people
incentives?

Jackie Mould: 1 would say so, yes. If that person
changes their lifestyle and gets into employment as a
result, the figures that we are looking at suggest that
within 12 to 18 months you would start to make a
saving.

Q28 Sajid Javid: So in terms of getting young
people back into work, do the other two witnesses
agree that the universal credit system is a valuable
way to incentivise that?

David Coyne: Yes. 1 think that there are a lot of
positives about having higher earnings disregards and
a universal and lower taper rate to incentivise work.
By getting people into work—even short-hours
work—and making them financially better off, you put
them in the position of learning how to work while in
a job, like the FJF participants did.

Tony Hawkhead: The single biggest and fastest way
to transform the poorest communities is to get people
into jobs. You can stimulate community activity all
you like, but jobs are the key. I think that one of the
problems with the system at the moment is not a lack
of will to support people, it is just that it is too
complex and difficult to understand. Something that is
simplified, quick and in real time—which is where I
think that the universal credits concept is very
important—is to be welcomed. It is a bit early,
however, to make a judgment on it. We will have to
wait to see it up and running.

Q29 Kate Green: Is that an alternative to, or as well
as, the kind of interventions that the Future Jobs Fund
has provided? I am particularly interested in pastoral
support, which you mentioned earlier.

David Coyne: 1 would say as well as, because the
Future Jobs Fund as designed works well for young
people. For older people who have family
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responsibilities and who are on higher levels of
benefit, you would need the disregards and the tapers
to make it work financially.

Q30 Sajid Javid: I want to go back to value for
money. Hypothetically, if these no state aid rules had
not existed, so that there was greater flexibility to offer
jobs in the private sector, assuming there was greater
willingness as well—going back to your British Gas
example, it did not have to create completely new
jobs—do you think that the programme would have
been more effective?

Jackie Mould: 1 think that it would have really added
to it, because in Birmingham we certainly had a lot of
interest from private sector employers.

Q31 Sajid Javid: So, very quickly, do you all think
it would have been more effective if these rules had
not existed?

Tony Hawkhead: The community benefit test was one
of the big weaknesses.

Q32 Sajid Javid: There was also a requirement that
10,000 of the 150,000 places had to be
environmentally related jobs—I think that that figure
is correct. If that requirement was not there either, do
you think that it would have been more effective?

Tony Hawkhead: 1 don’t think so at all. Time will tell,
but I think that you will find that that 10,000 figure
will have been considerably exceeded. We are a
federation of environmental charities, as it happens,
and we do a huge amount of work around green space.
It is a brilliant way to get people into work experience
and jobs very quickly. With relatively little training, it
allows people to access the work experience. So I
think quite the opposite. Anything that allows people
to get into work relatively quickly and gives them the
rewards of working and achieving, of seeing things
change before their eyes, is something to support.

Q33 Sajid Javid: But why do you think that the
environmental target helped? I think that that was a
minimum not a maximum, so presumably if there
were 30,000 such places—

Tony Hawkhead: Did the target matter? I don’t know.

Q34 Sajid Javid: Right. So you’re saying that it
made no difference.

Tony Hawkhead: I'm saying that I think it was good
to encourage the idea of thinking around
environmental projects, but whether we needed a
10,000 target is open to question. I don’t think we did.
Jackie Mould: 1t didn’t make a difference to us.
Sajid Javid: It didn’t make a difference. Okay.

Q35 Chair: Can I clarify something you said, Tony?
You said that with the Future Jobs Fund, the £6,500
for six months was the whole amount that it cost the
Government for a young person, but that other
schemes didn’t include the cost of benefits. When we
see that the New Deal for Young People cost £3,480,
those young people would have still been receiving
benefits so would that have gone on top? The
Community Task Force was saying £1,200 per person,
but those people would have still been on benefits and

therefore that amount is not in the equation. Is that a
fair summation, or not?

Tony Hawkhead: 1 don’t recognise your Flexible New
Deal figures, so I can’t comment on those. I can
certainly tell you that your Community Task Force
figure of £1,200 does not include benefits. You would
have to add a minimum of £1,800.

Q36 Chair: So, we’re not quite comparing like with
like. You’d have to put all the benefits—the housing
benefit and everything—plus all the cost to the state
of that person into it.

Tony Hawkhead: Yes.

Chair: Thanks. That’s helpful.

Q37 Harriett Baldwin: Yesterday we did some
fieldwork at Centrepoint in Denmark Hill and we
heard about the Future Jobs Fund there, but we also
heard about a Workwise training programme that they
were doing. That programme was two weeks of
training those young people up in terms of what to
expect from work, what kind of behaviour to have at
work and how to talk to their manager—fundamental
principles. They were saying how successful that had
been. They thought that they could scale that up at
about £500 per person for a two-week course.

Chair: Yes, but it cost £35,000 and they’ve got six
job outcomes, so I’'m not sure—

Q38 Harriett Baldwin: No, no. They were talking
about how they could scale it up if they could run it
over a year. | just wondered whether you thought that
a training programme of that nature for two weeks,
before going on to a Future Jobs Fund, would improve
the outcomes.

Tony Hawkhead: 1 am not sure that those two things
fit together. The Future Jobs Fund should do that
anyway.

Q39 Harriett Baldwin: So, you’d get that during the
Future Jobs Fund.

Tony Hawkhead: Yes. 1 fundamentally disagree with
any notion that you can get the kind of people we’re
working with ready for work in two weeks. There is
absolutely no evidence that you can do that. What you
could do is prepare them so that they don’t fail at their
work placement on day one. We have on placement
in my office someone who defines himself as being
on the Asperger’s-autism spectrum. He has worked all
the time for short periods of months and weeks, but
because his workmates perceive him as “strange”,
perhaps, it is very easy when times are hard for people
to say, “He’s the first out the door.” The most
important thing that we can do for him is to give him
a period of time when he learns a set of behaviours
that allow him to function as if he were a “normal”
worker. I am not saying what I think; that is what he
says. He was ready for being with us because people
had briefed him, but he couldn’t do that in two weeks.

Q40 Harriett Baldwin: But was there a large
number of people who joined the programme but
didn’t make it through to the end?

David Coyne: Not a large number, but those who
didn’t stick to it lost the opportunity to participate.
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Had we had the opportunity to design the front end of
the initiative a bit differently, I think that we could
have reduced the drop-out rate. The matching process
could, I think, have been done a lot better. We could
have had inductions, open days and more informed
choices being made.

Jackie Mould: 1 would endorse that. The idea of
having the two weeks would be useful to prepare
people for, essentially, a job interview. That was the
other thing about the programme: people had to go
through an interview to get the job, which was quite
challenging for some of the people whom we were
working with. Getting that support to do an interview,
and learning how to sell yourself in an interview to
get the placement, would be a good use of that time.

Q41 Harriett Baldwin: Was the drop-out rate less
than 10%?

Tony Hawkhead: 1 can give you our exact figures: we
lost 5% in the first six weeks; three quarters of people
completed 24 weeks; and just under 70%—69.6%—
did the full programme. So you can assume that 24
weeks is a really good slug at that—and three quarters
of people got to that point.

Chair: I realise that we are running out of time
rapidly, so all our questions must be short and sharp.

Q42 Mr Heald: May I ask you about the
construction of the programme as a whole? You
talked, Tony, about the sort of people whom you
normally work with. Normally, with an intermediate
labour market intervention, you are talking about
people who have been out of work for a very long
time, who are difficult to place—people of the sort
that you have described. The difference with this
programme is that you are providing that sort of
intervention for youngsters who have only been out of
work for six months, who are very different. So it is
an unusual programme in that way, isn’t it?

Tony Hawkhead: That is a really good question. We
work heavily with—I hate this phrase—the NEETs
group, people who are not in education, employment,
or training. Those people are effectively NEETs from
the moment that they leave school. All our experience
demonstrates that the longer they stay out of work,
without ever having the experience of having a job,
the harder it becomes to get them into jobs—and that
happens very quickly.

Although, as you were right to say, ILMs tended to
focus on people who had been out of work for a
year—it was not a lot more—we strongly supported
the move to a six-month start point simply because of
the damage that is done in that time.

Q43 Mr Heald: This is the best client group that you
have ever had isn’t it?

Tony Hawkhead: We have only had 5% of people
who are graduates into our schemes; the vast majority
have been people who present us with some serious
challenges.

Q44 Mr Heald: But you would agree, Jackie,
wouldn’t you, that this is the best client group that
you have ever had? You have even had graduates on
it this time.

Jackie Mould: They were a very small percentage,
though. On the question of six months, that is quite a
long time for a young person; to me, it flies by—it
seems to go quicker as you get older.

Q45 Mr Heald: But do you take the point that this
intervention is normally used for people who have
been out of work for a long time and who have real
barriers to employment? Here we are using it for a
group that includes all sorts of people who do not
have those barriers, who are relatively close to the
labour market when you start, so you ought to have
fantastic figures of success for this group.

David Coyne: We found that 75% of our referrals
were males with low or no qualifications, who were
looking for basic, manual occupations. The critical
point is that six months’ unemployment is much more
damaging if you are under 25 than if you are over 25.
You would want to use this kind of policy precisely,
and on those who need it most—there are many more
of those in the under-25 group and, particularly, in the
under-20s.

Q46 Mr Heald: But of course a lot of the things that
we have been talking about, such as explaining to
young people how to do a job search effectively, are
measures that work, and which you would often try
with someone who had been out of work for only six
months. To use the really top-of-the-range model so
early will always be expensive, won’t it?

Jackie Mould: Some of the reason for it—and I
suppose there are arguments about how you do it—is
prevention, if I can use that word. It is a question of
how you prevent a young person of 23 or 24 years old
from getting into that lifestyle of being on benefits
and being unemployed. There is an attempt to get
young people on the right path while they still have
some drive and some belief in themselves—before it
becomes a way of life. That has been quite important.

Q47 Mr Heald: The other problem with it is that it
is really directing young people into the public sector,
rather than the private sector. There is no way around
that, is there? The state aid rules, which we have to
work on within the EU, mean that you can’t put
somebody into a commercial enterprise and pay their
wages as a government.

Tony Hawkhead: First, 1 think it was not just the
public sector. It did a hell of a lot of good for the
charitable sector and that benefited very poor
communities in a way that would not otherwise have
happened. We need to recognise that, but you’re right:
the community benefit problem got in the way. We
really worked hard to try and get around that and, if
we had had more time—it was announced in June and
we had our first client in October—it would have been
possible to find smarter, legal ways of getting around
that. I really do believe that. We modelled the work
with British Gas specifically to try to find a way that
was not getting around the system, but that actually
took advantage of what could be done. The direct
answer to your question is that we must find a way
around it, because if we can’t involve the private
sector in a scheme like this, it is going to fail. It is
just not good enough.
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Jackie Mould: We had similar discussions with
Jaguar—Jaguar Rover—as well. It has been very
frustrating not being able to pursue those. But what
we have been able to do is link people through the
apprenticeship programmes, so maybe that is a way
of doing it.

David Coyne: Where a private sector employer has a
genuine vacancy that they are recruiting for, it is legal
to offer a wage subsidy under the general block
exemption regulation for recruiting disadvantaged
workers. There are ways of working with the state aid
regulations in a more creative way.

Q48 Mr Heald: Do you agree overall that if you look
at the British economy, we’ve got a situation where
gradually some jobs will sadly no longer be there in
the public sector and we are looking for more jobs in
the private sector? Yet this was a scheme that was
directing young people into the public sector.
Apprenticeships, which you mentioned, provide a
much better focus, because they mean you can help
young people into private sector jobs, which is the
future.

Tony Hawkhead: Put very simply, because I know we
are short of time, the Future Jobs Fund was set up to
do a very specific job for a temporary period of time:
to create 150,000 jobs in a hurry—Iet’s be honest.

Q49 Mr Heald: Ahead of the election.

Tony Hawkhead: 1 am not going to comment on that.
There is a nervousness in Departments—perhaps too
much nervousness—about state aid. Because of that
nervousness, it was set up in a particular way. I do not
think that the Department for Work and Pensions
would have set it up and excluded the private sector
without the state aid rules—it would have been crazy
to do that. Perhaps the question is, in future schemes,
if we do things around creating work opportunities
and work experience, to make sure that we build in
the best way of engaging all the sectors from the start.

Q50 Mr Heald: There are lessons for the Work
Programme there, aren’t there? Finally, the other
question I want to ask you is about Jobcentre Plus and
how good it was at matching and referring
unemployed young people to Future Jobs Fund
opportunities. Crisis UK has said that there was a lack
of clarity and understanding in Jobcentres. The
National Young Volunteers Service was critical, as
was Oxford County Council and so on. What’s your
view?

David Coyne: We had a very positive experience. The
district team in Glasgow responded early and robustly
to the launch of the Future Jobs Fund and worked well
with both us and the other national voluntary sector
bids that were operating in the city. We had some
technical difficulties early on, with the eligibility
criteria relating to whether someone was only eligible
between week 39 and week 42, or something. But we
worked around that and the Jobcentre response was
good. We were very pleased with the relationship.

Q51 Mr Heald: What about you, Tony, were you
happy with that?

Tony Hawkhead: 1f you’d asked me in the first six
weeks, I’d have probably said what you just read out.
But, we have to be honest and recognise what the
situation was. I have never seen any Government
programme in any Department set up at the speed this
was set up. Let’s not worry about why that
happened—the fact is it did. On that basis, one has to
judge it a success in terms of its implementation.

The other problem for Jobcentre Plus colleagues at
that time was that they were clearly recruiting very
large numbers of people to cope with a large number
of unemployed people suddenly appearing on their
books. They were trying to run a whole new scheme,
as well as deal with their own capacity. Once that had
happened, our experience was, very much like David’s
experience, that they were very good partners. They
did a number of things—for example, having
somebody we could contact if there was a problem,
so that we could resolve such issues very quickly. And
if they could not be resolved quickly, an escalation
allowed that to happen. There are lessons for that in
the Work Programme.

Q52 Mr Heald: Jackie, are you happy with that?
Jackie Mould: Positive, yes. We had very good
working relationships with the manager in
Birmingham, and it was all about solving problems as
we went along. If you have that attitude and you have
the right people working with you to make it work, it
will work; the problem is if you don’t have the
flexibility locally to do that. So, on the whole—
positive.

Q53 Chair: Can I just pick up something you said,
David? Obviously, the state aid rules were a huge
barrier to—in fact, a complete block on—getting the
private sector involved. But you said that it is
acceptable to have a job subsidy. If the private sector
had been willing to put up, say, £2,000 of the £6,500
and had paid it directly to the young person, with the
state paying £4,500, would that have been acceptable?
David Coyne: My understanding of the regulation is
that if the private sector employer is recruiting for a
real, existing job in their organisation—in other
words, not an additional one—it is legal for the public
sector to offer a wage subsidy of up to 50% for up to
12 months for the recruitment of disadvantaged
workers, with “disadvantaged” being defined as long-
term unemployed.

Q54 Chair: So, if there had not been the hurry to get
the whole thing set up, there might have been a way
of working around to getting the private sector more
involved—there is a solution there.

David Coyne: 1 believe so.

Mr Heald: Possibly it was too early.

Q55 Stephen Lloyd: We are running slightly out of
time, so I will drill down to two important, final
questions. First, the Future Jobs Fund, as we know, is
running until March 2011, and the Government have
indicated that the Work Programme will be up and
running from summer 2011. How can the transition
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period be managed effectively to minimise any
negative impact on young unemployed people? In
other words, I understand where you are coming from
in saying that there is real concern about that lag, but
from what you have learned how can the Government
manage that better?

Tony Hawkhead: 1 am happy to have a go first. The
straight and honest answer is that that is a very
unfortunate gap. The ideal solution would probably be
to make sure that that gap does not exist. That would
potentially mean extending the Future Jobs Fund by
four months. Otherwise, there is a hole and it is
difficult to see how it is going to get filled.

Q56 Sajid Javid: Or start the Work Programme
earlier?

Tony Hawkhead: Yes, you could try to start the Work
Programme earlier. Bearing in mind how fast the
Future Jobs Fund was got up and running, that is a
good question to ask.

Q57 Stephen Lloyd: What about you, Jackie?
Jackie Mould: Coming at it from a slightly different
angle, I agree with what Tony said, but one of the
things that could be done is to make links locally with
existing organisations and partnerships that are in
place, so that we can try to join things up locally. It
will be important for those organisations that win the
contracts to be part of what is happening at a local
level, because we can then learn the lessons and make
linkages with the employers and, hopefully, with the
young people who we are already working with. My
plea would be for trying to get that connectivity at
a local level—talk to us and we can help to make
it work.

Q58 Stephen Lloyd: You have prepared a lot of the
groundwork, so it would make sense.
Jackie Mould: Exactly.

Q59 Stephen Lloyd: David, do you want to add
anything particular?

David Coyne: 1 have nothing to add, other than that it
would be useful to get some of the potential primes
on the framework involved in detailed discussions
with us locally about how it is intended to get the
Work Programme up and running.

Q60 Stephen Lloyd: Okay. Secondly, Groundwork’s
evidence highlighted how the Future Jobs Fund had
been used to provide pre-apprenticeship training. You
have already talked about that with British Gas. What
lessons might we learn from the FJF as the
Government increase the funding available for
apprenticeships? We all agree that the increase of
funding for apprenticeships is a good thing but, given
your experience of the Future Jobs Fund, some lessons
can perhaps be fed into the DWP. What would they
particularly be?

Tony Hawkhead: The first thing is to emphasise that
reaching the hardest-to-reach costs money. The second
thing is that at the time of a less than buoyant
economy there is no great incentive for private
companies to be involved with the public sector in
recruiting and organising state-sponsored
apprenticeships. The fact that we took all that off the
hands of British Gas—we effectively acted as the
intermediary—made an enormous difference to its
willingness to get involved.

The lesson for apprenticeships is twofold: first, to
keep the bureaucracy and demands on a private sector
company to the minimum possible; and, secondly,
when working with the hardest-to-reach, which is not
a client group that most companies are necessarily
going to charge towards, you make sure that the
support for those people is provided outside the
company so that they are then getting work-ready
people—even from very difficult client groups.
Stephen Lloyd: I am fine with that.

Chair: Okay. I do not think that my colleagues have
any more questions, so thank you very much for
coming along. Your evidence will be very useful when
we come to write to our report. Thanks again.

Examination of Witnesses

Witnesses: Neil Carberry, Head of Employment, Pensions and Health & Safety Policy, and Emma Watkins,
Head of Public Services Policy, Confederation of British Industry, Tracy Fishwick, Associate, Centre for
Economic and Social Inclusion, and Professor Paul Gregg, Professor of Economics, University of Bristol,

gave evidence.

Q61 Chair: Thank you very much for coming along
this morning to give some evidence on the Future Jobs
Fund and youth unemployment. Will you,
individually, briefly introduce yourselves for the
record?

Neil Carberry: Thank you very much. My name is
Neil Carberry. I am head of employment and pensions
policy for the CBI. Our director looks after all labour
market work for the CBI.

Emma Watkins: 1 am Emma Watkins. I am head of
public services policy at the CBI. We are responsible
for the greater involvement of the private sector in
designing and delivering public services, particularly
in the area of welfare policy.

Professor Gregg: My name is Paul Gregg. I am
Professor of Economics at the University of Bristol.
Unemployment and unemployment policy, in
particular, has been an area of research for me dating
back to the mid-1980s.

Tracy Fishwick: 1 am Tracy Fishwick from the Centre
for Economic and Social Inclusion. I am also here as
a practitioner, having been involved in the Future Jobs
Fund since the beginning in Greater Manchester.
Chair: Can I ask you to speak up? Although there are
microphones, they are more for recording purposes
rather than amplification for us. We sometimes find it
a wee bit difficult to hear. Harriett Baldwin has some
questions.
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Q62 Harriett Baldwin: Professor Gregg, I know that
you were very involved in designing the Future Jobs
Fund. I just wondered if you could talk through for
the Committee the rationale behind designing the
programme and say whether you think that, since it
was designed, anything has changed in terms of the
economy, the labour market or the public finances that
would change the rationale for the design.

Professor Gregg: 1 was an advocate of the Youth
Guarantee before it was introduced, though I wouldn’t
say I was involved in the design detail of what was
put in place. The broad rationale is that since the
1970s we have slowly learned—with the emphasis on
“slowly”—what kind of employment policy can make
a difference to people’s unemployment patterns and
the longer lifetime costs associated with that. We
know that youth unemployment is associated with
long-term scars in terms of unemployment, low
wages, poor mental and physical health, and indeed
early death. So there has been a history of evolution,
which has broadly occurred across many countries.
We moved from the early programmes, which were
just job relief and gave people low-paid jobs. There
were benefits for people in terms of work experience,
wages, access to a decent reference and so on, but it
was found that people didn’t move into work
afterwards as quickly as they would have done if they
were not going on the programme. That is because of
what is called the lock-in effect. People don’t look for
work when they are in a job, and that slows down
the process of moving into work. So there are two
dimensions. You want to give people work experience
and the basic work skills—turning up on time—and a
good reference, but if you delay the process of job
search you actually slow the process of moving into
the next job.

Policy intervened to try to do various things. It tried
to make the jobs bloody awful—like the Community
Programme—to make people look for work, which
proved unsuccessful. In a sense, it tried to emphasise
the job search, as in the Restart Programme, and it
was the logic behind Jobseeker’s Allowance, which
does have some success. But, at heart, this programme
was designed to try to minimise that conflict between
the positive aspects of giving people work experience
and getting in the way of job search. So, the sectoral
routes had clear job prospects at the end. It was agreed
that employers would take you on at the end of the
training programme to reduce that conflict. It was the
same with the Future Jobs Fund. The idea was that
the employer—the provider—bid with a deal that
asked what they were providing for that individual to
help them move on into work after completing the
placement. That was not as intensive as I would have
liked. I would have liked active payment systems and
active requirements on people and providers helping
individuals move into work. But the logic was there.
You were trying to give work experience but reduce
that lock-in effect of people not actively seeking the
next job after the placement.

I am a bit struck by the DWP evidence of likening the
Future Jobs Fund to the Community Programme. The
analogous one here is the Community Task Force, not
the Future Jobs Fund. When you are trying to do a
Youth Guarantee, you are trying to make it so that

someone has to move on—they can’t stay there for
ever—and you’re trying to make it so that providers
have to put something on the table. It is very hard to
offer a guarantee out of only the best options.

For instance, the best deal that we have in terms of
what we can offer people is work trials—a short
programme of work experience with a regular
employer. It is successful, but there are not enough
places. What you have with the Youth Guarantee is
almost a stage of options, which, to some extent, can
fit the individual, but to some extent the likelihood of
being effective is decreasing. Because of the guarantee
of a job at the end, sectoral routes are at the high end.
High-quality = and  long-term  training  for
apprenticeships has good prospects. Future Jobs Fund
is somewhere in the middle. The Community Task
Force is least likely to be helpful to individuals. That
is roughly the ranking that came out of the New Deal
for Young People programme, although there were
components that were very similar to these and in a
sense had many of the features of this programme. So,
we have learned a lot over the years. A youth
guarantee or a guaranteed job is an important part of
it, but you have to try to avoid the lock-in effect in
those components. You have to try to motivate and
create job search.

You asked what has changed. I emphasised that
perhaps there was not enough on that job search
element within the programme. The other thing that
has changed is that this recession did not lead to as
many job losses as we first feared. The labour market
and the welfare system performed well. However, the
people who have suffered intensely through this
recession are young people. The increase in
unemployment is heavily focused on young people.
The first and best option is to get people into
education. If you can’t do that, things such as sectoral
routes and apprenticeships are a good step, but Future
Jobs Fund was sort of solid in the middle, as the third
best in the ranking of likely prospects.

Q63 Harriett Baldwin: So, your ranking, again, was
the work taster—

Professor Gregg: First, just keeping people in
education is a good start, keeping people on at 16 in
full-time education as normal, or as a lot of people
do. We saw a big rise in that. That was what was
called the September guarantee—trying to keep
people in full-time regular education. The next best is
work with regular employers; even if it is temporary
and unpaid that is the next best. Then you’ve got
training and work experience connected to regular
employers—the kind of experience that employers are
going to be looking for—and things like the
Community Task Force and the Environment Task
Force. This had lots of community programmes and
there is a long history of that kind of thing. This
option is broadly making up the numbers and is the
least likely to be effective, but within it you need to
incentivise the providers to focus on helping the
people get into work. The incentives structure there is
important, but that is roughly the ranking.

Q64 Harriett Baldwin: It sounds as though the
lessons that you say we’ve learned over a long period
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of time are lessons that remain valid irrespective of
what kind of economic environment we’re in.
Professor Gregg: 1If you’ve got nearly full
employment you don’t need so much of this kind of
stuff to prevent that long-term disconnection from
work. But the ranking is broadly there. I would say
one other thing about this: there is a lesson that we
consistently don’t learn. We tend to make these things
up on the hoof when recession hits, rather than having
a plan in advance, which means that everything’s done
as high profile and with high energy, and mistakes fall
into that process. We then try to tinker with it
afterwards. It would be much better—the OECD has
said this—if we had a plan there in advance for when
the economy turns negative.

Q65 Harriett Baldwin: Does anyone else want to
come in on the design question before I move on to
other questions?

Neil Carberry: 1 would just like to say that we’d
associate ourselves with much of the analysis that
Paul has just given, particularly on the relation
between the different programmes and their utility. I
agree very strongly with that ranking.

Q66 Harriett Baldwin: I’d like to move on now to
ask whether any particular kinds of young people
were better helped by the Future Jobs Fund? Can you
draw any conclusions about the kinds of people who
benefited most, for example graduates, people with
low-level skills and people with vocational skills?
Tracy Fishwick: In answering that T will refer to the
Greater Manchester experience, and possibly to
knowledge I have of Merseyside and Tyne and Wear.
Everyone is broadly seeing the same kind of
experience, in which the vast majority of people who
are coming forward for Future Jobs Fund are the
young people who have less than an NVQ level 2, and
sometimes no formal qualification at all. As we know,
they are referred by Jobcentre Plus, so we have to take
who it refers and deems eligible and suitable. In the
early days, we were getting people who were nine
months’ unemployed and getting almost into the 10 or
11-month stage of unemployment. So we have young
people who are pretty detached from work, if they
have ever worked at all: young people who might be
third-generation unemployed, very often from
communities where mum and dad didn’t work and
grandparents haven’t worked. The culture and ethics
around getting up every day simply aren’t there for a
lot of young people.

The range then goes through to other young people, a
small number of whom are graduates, and those who
perhaps have higher qualifications, perhaps at NVQ
level 3. But the sorts of people we broadly get are
those young people who, traditionally, we have seen
on ILM programmes and other interventions like this,
such as New Deal for Young People. Over the 12
years that I have been doing this kind of work, I
haven’t seen a vast difference in the kinds of young
people. What we have seen is a huge difference in
scale and in the volume of young people wanting
this opportunity.

Professor Gregg: The bulk of young people who are
facing long-term exposure to unemployment are the

less skilled. Many of those don’t have the
qualifications that would be suitable for getting on to
the higher-level apprenticeships—the level 3 type
apprenticeships. They are a long way away from the
high-quality skills and so on that lead to long-term
attachment to good jobs. They are, in a sense, the
population that we have come to call NEETSs; the early
school leavers who are often less educated and drift
between low-paid work and exposure to
unemployment. In a sense, the Future Jobs Fund is
focused primarily on that kind of population. It gives
work experience to people who have not yet got the
basic qualifications and haven’t worked previously.
Another area that has been contentious within this is
that it tends to focus only on the duration of current
benefit claim, rather than reflecting people’s past
history of exposure. We know from research that it is
the cumulative exposure to unemployment, rather than
just the duration of the current spell, that is a good
indicator of people who are in need. We would put it
slightly the other way: there is a population that is not
getting in because people are not on the right benefit
for long enough. Those people would potentially
benefit from these kinds of programmes. The net was
drawn very close.

Neil Carberry: Much of the public debate in this area
in the early part of the recession focused on graduates,
and there was a lot of media debate about people
coming out of courses. In our experience, what tends
to happen during recessions is that graduates still find
work, they just find work that is different to what they
would have accepted in the good times. So someone
is not on a graduate scheme with an employer; they
are doing a job that perhaps an A-level leaver would
have taken previously, and so on. It tends to be the
same low-skilled group that takes the hit in any
recession. For that reason, the right sort of active
policies specifically targeting those groups, wherever
they are found, not just in particular unemployment
blackspots, will always be the most useful
interventions.

Q67 Harriett Baldwin: In the CBI submission, you
argue that the Future Jobs Fund programme was not
effective in creating permanent employment
outcomes. I wanted to ask the panel what evidence
there is in terms of permanent outcomes. What does
the panel suggest should be done differently to
improve on the permanent outcomes?

Neil Carberry: Let me sum up where we came from
in the written statement that we made to the
Committee. Obviously, it is early to draw conclusions
from this. A lot of data in the area will be gathered as
we look at the experience of people who have been,
and are currently, on Future Jobs Fund placements
over the next few years. As Paul rightly says, it is
cumulative experience that counts.

As we say in the evidence, we were supportive of the
idea of the Future Jobs Fund because we think that
that kind of programme is important, particularly in
areas where other forms of intervention are not
reaching. What worried us, and has continued to
worry us throughout the bidding process, is the speed
of thinking up and delivery of the programme—Paul
alluded to that. It was very top-down in its design.
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It was driven from Whitehall on very short bidding
processes. That tended to lead to a certain type of
bid being successful which was predominantly public-
sector led and did not really engage with the private
sector in a way that a more effective programme
might have done. That might be down to the fact that
we left design so late. Most of these people, if they
are going to build successful lives for themselves
based on long periods of employment, will end up
working in the private sector. Therefore, the skills
associated with that, and the job experience that a
well-designed programme can provide, would be
important. We are not convinced that we have seen
that being delivered through FJF. If you look through
the bid details, you see a lot of people placed into jobs
that in the delivery phase risk looking more like some
of the less successful programmes of the past than
what was set out as the aim of the Future Jobs Fund
in the beginning. From our point of view it is still an
early stage to judge, but we think that there is a
significant risk that the performance of the programme
will be very curate’s egg-ish. There are some very
good programmes.

Q68 Harriett Baldwin: Do you have any specific
statistics?

Neil Carberry: Statistics are very light in this area at
the moment, to say the least. It is very early.
Professor Gregg: 1 want to just echo that. We don’t
really know, because the evidence base has not yet
been produced on the effectiveness. As an academic,
I feel that culling this element of the programme so
early is anti-scientific, because we will not ever learn
how good or bad it was and which design features
were good or bad. That is a shame, although it is
perhaps not the Government’s main priority here.

As the CBI has said, you would want to build two
features to make it as close to a regular job as
possible. If it can be with the private sector or the near
charitable sector, that is good. You want to get that
organisation focused on getting that person into work
afterwards. The employer is part of the deal, if you
like, putting on the table the contacts, the networks
and so on. I agree that the rapidity of the design meant
that some of these features were not put in place on
day one, but I suspect that you would rationalise that
given time. You would try to move to the private
sector more and you would try to involve employers
more. That is part of the problem of trying to set up
something in an emergency.

Q69 Richard Graham: Can I come in on that? If we
look at the Future Jobs Fund and its impact
constituency by constituency—where we all live and
work—I know that in my constituency there is not a
single job in the Future Jobs Fund that is being created
by the private sector. Everything is public sector,
quango or charity. This is an era where we know that
the public sector, after a massive rate of expansion,
will have to contract pretty sharply. We know that if
growth is to start again then it needs to be led by
business and the private sector. Given that, the whole
concept of creating a six-month job will be
fundamentally unattractive, particularly to smaller and
medium-sized enterprises, which will just see

someone coming in for a short space of time, with no
real sustainability to it over a longer period.

Do you agree that that is the case, and that it is likely
to be the case if you carry on with something like the
Future Jobs Fund. Do you agree that pound for pound,
the better investment would be in ways of freeing up
bureaucracy and making it more attractive for private
sector employers to take somebody on in the longer
term? That might be through the apprenticeship
scheme, or it might be through changing how people
can take on additional young employees. What would
your views on that be?

Tracy Fishwick: The restrictions around the kinds of
jobs that could be legitimately created through the
Future Jobs Fund, such as the state aid rules around
not being able to create jobs in the private sector to
scale, have posed problems for the people delivering
it. The FJF can do that in small numbers and there
have been creative examples of where that has
happened. For example, you may see a job where the
person is employed in the voluntary sector in a social
enterprise, but is actually working with a construction
company that is building a new school. That is a
legitimate role to create through the Future Jobs Fund
and we have examples of that across the country. In
Manchester, for example, we have people employed
working at Manchester airport, which is a private
sector environment, but the airport is 51% owned by
the public sector. Again, we can be creative around
those rules, provided that we keep within some
parameters. That has been helpful for us, but overall
it has been quite restrictive.

How we morph the programme as it moves to the
latter six months and beyond, to enable us to do more
of that, would be a really interesting thing for us to
debate. We could try to link jobs to apprenticeships in
a structured way, so that people who start on the
Future Jobs Fund move into apprenticeships, and do
not dip in between. There are examples emerging of
people moving into the private sector to do that.

Q70 Chair: May I ask Richard’s question, but in a
slightly different way, to the CBI? If it had not been
for the state aid rules, which seem to have been an
incredible block on getting the private sector involved,
would small and medium-sized companies have been
happy to get involved in the Future Jobs Fund—had
the state aid rules not existed or had a way around
them been found?

Neil Carberry: 1 think there is more to it than just the
state aid rules. The best example is probably on the
apprenticeship side, but most private sector
employers, and especially small and medium-sized
enterprises, don’t really speak fluent public sector, in
terms of bidding for state funding. The complexity of
skills-support funding streams in particular has been
significant over the years, with a number of bodies
offering different support for different things. That has
been an issue.

The Future Jobs Fund has suffered in a similar way.
So, you had local authority-led partnerships, which
were looking for input on the local employment
partnerships basis from the private sector, but the
complexity of what the scheme was and, in particular,
the additionality rule caused significant problems. I
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think that, for employers, the idea of bringing
someone into your business to do something that is
not in the normal course of your business feels a little
odd. You want to give someone a proper job—we
have discussed the importance of giving someone a
job that is a real job. That was a drawback in the
Future Jobs Fund.

Q71 Harriett Baldwin: I want to conclude this line
of questioning by looking at value for money and,
obviously, scarce public money. How would the panel
suggest that the money be spent more effectively? We
have heard some suggestions in terms of alternative
interventions.

In answering that, can you also talk about this
particular category of people? You articulated very
well, Professor Gregg, why it is so important to look
at youth unemployment, but it would be helpful if you
articulated the particular interventions that are most
valuable and best value for money for this group of
people.

Professor Gregg: What was the first bit of the
question?

Harriett Baldwin: The first bit was about value for
money and what would be the best use of scarce
public funds.

Professor Gregg: Broadly, the best first step is trying
to support people in active and productive job search.
That is the cheapest and most effective way of
support, but it doesn’t work for everyone. This has
been done—it is kind of the logic of the Work
Programme and, indeed, of the old New Deal
programme, which had this kind of gateway phase of
intensive job search. What you are trying to do there
is get people out through the low-cost route rather
than spend big money on everyone. So, in a sense,
you are focusing the money on the most needy by
trying to reduce the population of need.

However, you cannot run with that model for ever,
because you get the people into the scarring zone, if
you like—the longer they are in unemployment, the
chances of getting them out through just supporting
job search diminish essentially. Damage is being done
by the long exposure, so the Youth Guarantee offers a
way of trying to break that scarring-type process. As
we have discussed, you want to make the thing have
features that are as close as possible to a regular job
and to give the person the experience that future
potential employers will find invaluable—and you
need to maintain the job search. Those are the kind of
features of a system that you would like—in a sense,
a deflection strategy first, to try and reduce the total
cost spend, then a focus on what is left, but keeping
the focus on keeping the motivation to look for work.
That is, broadly, the model that works.

Now, the issue for the Work Programme and the future
of where we are likely to be going is that the former
feature is there, but it is not clear that providers will
be using work experience as that kind of break within
the system from the scarring-type effects, if they are
just left to their own black-box devices. The
incentives for them are just to work on what’s right
for them, not necessarily what’s right for the
individual, and certainly not what’s right for the state.

Creaming or skimming—focusing on the easiest to
help; the ones, in a sense, you’re going to get the
payment from—is the risk, and these guarantees put a
brake in there and force providers to focus on
everybody, and they force the individual to behave.
They have to turn up; there’s some discipline within
the system, so you can’t stay on unemployment
benefits without activity for a long period. Those
properties are the good design properties, as far as
we know.

Tracy Fishwick: I'd like to just say a couple of things
on that. One is I think it would be really helpful to
have a proper cost-benefit analysis done of the Future
Jobs Fund anyway, so when we look at the cost and
see £6,500, we know that that isn’t the case for every
single person, because not everybody stays for 26
weeks. It’s not always the case that everybody has
cost £6,500, and also most of that goes into their wage
packet, so they spend that money back in the
economy—going shopping, using public transport and
so on—so there’s a recycling effect there, involving
that money, that wouldn’t have existed previously.
Professor Gregg: And they are off benefits. Some of
the cost is actually lower benefits.

Q72 Sajid Javid: If I can just stop you, that would
have existed anyway, because if the Government had
not given it to them, they would have spent it
somewhere else or given it back to taxpayers. It’s not
fresh money.

Professor Gregg: Some of the money is actually what
would have been spent on benefits—

Q73 Sajid Javid: I just think your point is not quite
accurate.

Tracy Fishwick: 1 think the point is, if we could look
at what the true cost is and what the wider benefits
are of actually having a job—in terms of the economic
benefit of that, and for communities—that would be
something that was quite helpful for us to understand
in terms of planning future policy and seeing what is
worth spending on this kind of intervention. I think
that in the broad range of interventions for young
people there’s always a place for this kind of thing.
The scale may have to be different, obviously, but the
kind of intervention where you get young people in
work, every day, doing something -constructive,
doesn’t really exist in most of the other kinds of
intervention.

Q74 Harriett Baldwin: Neither of you has
mentioned apprenticeships yet, in this context.

Tracy Fishwick: That was going to be my last point,
which is, we recognise the move to apprenticeships,
and I think that’s a really strong way forward. How
we look at who gets those apprenticeships, moving
forward, would be something to consider. Would
employers normally recruit into those apprenticeships
young people who’d been out of work for some time?
They might not do. They might recruit from a
different pool of people—maybe those leaving
college, for example. So can we look at how those
apprenticeships could be tailored or even ring-fenced
in some way for young people who might have gone
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on the Future Jobs Fund, but could equally go on an
apprenticeship?

Professor Gregg: Apprenticeships are fine. The
problems, in a sense, are, can you get enough volume
and are some of the people far enough advanced in
their skills, in a sense, to get on to serious two or
three-year apprenticeships for level 2 or level 3-type
qualifications? There’s a sort of a shortfall there, in
that you need some basic qualifications to get on to
these—you know, to do a plumbing qualification you
need basic GCSEs and a lot of the kids are a long way
from that.

Q75 Richard Graham: One of the great things about
apprenticeships is that they are as wide as any
employer wants them to be. You don’t have to have
any qualifications at all to do an apprenticeship in
hairdressing, which is one of the best routes to setting
up your own business. Do you think the question is
more whether employers out there need to be, in a
sense, encouraged to think more broadly about what
training course they might want to help to create, in
order to attract an entry-level employee under the
apprenticeship scheme?

Professor Gregg: The description of apprenticeships
depends heavily on what level of qualification you are
describing. The stuff that leads to good employment
and decent wages is level 3 and some level 2. Level
1-type stuff really isn’t worth a biscuit in terms of
employment or wages. There are issues here about
what you’re putting people on to. We want to get
people on to some quality stuff. That can be done.
We’ve a long history, dating way back, of not being
able to generate enough of those higher-quality things.
Now, this is all broadening out to a different debate
about how we manage the school-to-work transition
and how we get enough people into higher level or
level 3-type apprenticeships, which we systematically
failed to do—

Q76 Richard Graham: The other question is one of
the things that has been completely forgotten, which
is the whole business of work experience. If you talk
to employers, the vast majority of them will say that
they choose their apprentices and people they take on
later based on their experience with people who have
done work experience with them. In your experience,
is there more that could be done with schools,
especially schools in deprived areas and with difficult
children, to set up links with employers, so that they
get more people on to work experience earlier and
therefore create more opportunities for those people
to get known by a company and to start a relationship
that leads on to a job? That would not or should not
cost a shilling of Government money, but could more
be done to help to create links between schools and
employers?

Professor Gregg: 1 would have no problem with
that—it seems a sensible strategy. In a sense, you are
articulating what, to some extent, the Future Jobs
Fund is trying to do a bit later, which is give people
work experience and contact with employers.
Obviously, if you do that earlier, you are doing it for
everybody rather than the targeted few, who we are

talking about here—the people at risk of serious, long-
term exposure to unemployment. You won’t get all the
people who would be going into that kind of category
deflected by earlier intervention. We are talking about
the most deprived, and it would be hard to get most
of them into contact with employers who might take
them on in advance of their entry to the labour market.
But as a way of trying to improve the functioning
of the school-to-work transition—fine, what you say
is right.

Emma Watkins: Can 1 come back on the value for
money point—how we ensure value for money
moving forward—and on the apprenticeships point, as
well? The Work Programme, as envisaged at the
moment, is being designed and delivered so that it has
outcomes-based commissioning at its heart and so that
a provider will gain the money only if it has ensured
sustainable employment for an individual over two to
three years. You may want to come on to the Work
Programme later; I know that you have a separate
inquiry into that. We feel that the outcomes-based
commissioning and the way the Work Programme is
designed to involve both the private and the third
sector together—allowing for more innovation and
tailored support, and hence more sustainable
employment—will hopefully prove more effective in
the future.

Q77 Harriett Baldwin: But you would accept that
there might need to be a variation in the payments—
given how far some people might be from the labour
market, while others might be very near to it—to
tackle the issue that Professor Gregg raised about
skimming?

Emma Watkins: Potentially.

Neil Carberry: On the apprenticeships point, we have
made it very clear in our evidence that we regard paths
to apprenticeships as very important. The point that
has been raised about what happens in schools is
absolutely vital. It is vital to a range of issues about
the paths that we steer our young people on to when
they think about work. For instance, if we have a
discussion about a gender pay gap, better careers
advice for girls at 14 and 15 would be a key part of
addressing that issue. We are strongly supportive of
businesses becoming more involved with schools,
schools opening themselves up a bit more to
businesses for careers advice and work experience—
hopefully, that will lead people down the route of
thinking about apprenticeships—and a simpler
funding stream, with more money in it. We saw the
announcement last week on adult apprenticeships, of
which we are very supportive, although in our policy
proposal we wanted that money to be made available
from 16 rather than from 19 to help people who
maybe don’t see A-levels or post-16 education as
being for them to make that transition into the work
force.

I think Paul is absolutely right—what we are dealing
with here is a tricky transitional labour market, where
people are coming to work for the first time. If they
make that jump successfully, once they are in that first
job, a range of life outcomes for the next 30 or 40
years takes a significant uptick.
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Q78 Harriett Baldwin: Can I ask one final question?
Could the panel explain a Future Jobs Fund job
compared with a level 1, level 2 or level 3
apprenticeship? Would you put it on that scale or are
they such different things that you can’t really
compare them to each other?

Tracy Fishwick: 1 think there will be some examples
of Future Jobs Fund jobs that bear some resemblance
to an apprenticeship. That is where you have a
structured programme of skills development and
qualifications that might be involved in a job, and
such jobs do exist, but to confine a job to six months
and to try to achieve a number of stages of
qualification is quite difficult for most people, given
that they might not have had a qualification before or
if learning is a new thing for them. So, they are quite
different in lots of respects. We see more that the
Future Jobs Fund is leading into, or is a gateway into,
that longer term.

Q79 Harriett Baldwin: Is it before a level 1?
Professor Gregg: It isn’t a qualification. What
employers want is people with skills. They also look
at other basic skills such as the ability to turn up on
time and your attitude while you are at work. They
want signals from other employers that this person is
a good bet. It is giving you, in a sense, a different set
of skills that employers really want and look for, but
it is not an accredited level 1, level 2 or level 3. It is
the kind of stuff that we all have in our reference that
says that we are the good citizen who will be good as
an employee. These kids don’t have that, and have
little way of getting it.

Q80 Harriett Baldwin: So, it’s before a level 1?
Professor Gregg: 1t’s almost on a different scale. It’s
a non-qualification-based skill that employers value
and want positive signals of. They want people with
positive work attitudes, who turn up on time and
aren’t pissing about. It is trying to give the sort of
work experience that employers look for before
necessarily taking people on and offering the career-
type training and development that is good for them
in the long term.

Neil Carberry: Essentially, employer-led
apprenticeships tend to be about competency. Picking
up on that point, Future Jobs Fund is about workplace
behaviours and attitudes and about someone being
ready for the workplace. I agree that it is still a skills
set; it’s just an attitude skills set.

Professor Gregg: 1t’s an accreditation as well. It is
just an accreditation in a different way. You have an
employer who says, “This person is all right.” That is
gold dust.

Chair: It’s often what the employers want.
Professor Gregg: And it should matter whether you
get the incentives right. If they are just going to say
that everyone is wonderful, it loses credibility very
rapidly.

Q81 Karen Bradley: I want to turn now to look
more at the implementation of the Future Jobs Fund
and the lessons that we can learn from it. We have
touched on several of those points already, but it will
be useful for us if we drill down and summarise the

specific points. The first point was about the lessons
from the bidding process. You talked about it being
very top-down, but perhaps you could expand on what
you have seen so that we can learn from the bidding
process.

Tracy Fishwick: 1 was involved in writing a bid in
Greater Manchester. [ had a month to do it. The whole
experience of Future Jobs Fund has been a rapid one
from the day it was announced. If we’d had longer—
we would have liked longer—we could have engaged
more with employers and figured out how we could
do this kind of demand-led employment pathway that
really would be the ideal scenario to deliver the Future
Jobs Fund through. The speed with which we had to
respond was unprecedented. Nevertheless, it
galvanised everybody’s thoughts at a local level. The
public and the voluntary and community sectors came
together to figure out how they could do shared bids—
collaborate and develop one bid for a sub-region—
rather than run lots of separate bids in neighbouring
boroughs and then waste lots of money on admin.
That is what we have seen with Future Jobs Fund that
we have not seen with other big programmes where
lots of councils work together to create economies of
scale.

Neil Carberry: When we looked at your call for
evidence before the summer, we went away and talked
to our members. What surprised us, although we were
already beginning to be a little sceptical about the
impact of the Future Jobs Fund in the private sector,
was how few of them had had much to do with it.
Essentially, if you have a month to prepare a bid, it is
hard for our members because they have businesses
to run and clearly that has to come first. I suspect that
the speed of the timetable greatly restricted the
number of private sector companies that could get
involved, and that includes even those who were
already involved in local employment partnerships, of
which there were some really good examples in some
of the key areas of the country for the Future Jobs
Fund. Beyond that, we have discussed the
additionality requirement, particularly among the
national firms, which have a bit more capability to
think about taking part in this and some idea of where
they might be able to base a dozen or more people.
Some of the geographical controls, based on the 1.5%,
were further pull-back factors. I think that that’s what
lay behind the lack of engagement on the private
sector side.

Professor Gregg: 1 agree with everything that was
said there. There was a sense of doing things at such
incredible speed. There was a deliberate push towards
sectors they felt they could get to respond quickly.
Richard Graham: A bit of national service.
Professor Gregg: It was in their control in a sense;
they could get people to jump who could jump, and
the private sector wasn’t part of that group. I always
expected that that would be changed and that there
would be a deliberate outreach to private sector
employers after the first stage. This is very early in the
cycle of a recession, relative to previous interventions,
which have often come one, two or three years
afterwards. That lack of disaster planning is being
discussed. There wasn’t a plan there to be wheeled
out. When we worked out that we were in recession,
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things were done through emergency planning, which
is not the best way, but the view shouldn’t necessarily
be that the first product is the end product. You would
expect to evolve such a programme. They clearly
wanted numbers very quickly, and that meant getting
the people who were used to jumping to public sector
calls to jump.

Q82 Karen Bradley: That was very helpful, thank
you. We talked about state aid rules and additionality.
Were there any other restrictions that prevented the
private sector from being involved? I cite the example
of my local citizens advice bureau, which managed to
get the Future Jobs Fund to cover a maternity leave. I
question the additionality there. What have you seen
in practice?

Neil Carberry: From our experience—Emma might
want to add to this—there has been so little
engagement that what we have said so far is about the
sum of it. Most businesses just haven’t been engaged
in the FJF. Indeed, looking to the provider side, people
are engaged in things like the Flexible New Deal.
Even there, there wasn’t a lot of engagement among
firms in making use of the Future Jobs Fund as part
of the mix of tools that they were using to deliver. In
particular, there is the issue of the relative strength of
the funding stream behind the Flexible New Deal,
which is about £1,500 on average, targeted at 50% of
people still in a job six months on. Pound for pound,
by comparison with the Future Jobs Fund, that is a
significantly lower amount of funding for a not much
higher target rate of retention of employment. Even
on the provider side, where you would expect more
engagement, it’s been quite limited.

Emma Watkins: 1 would just echo Neil’s point.
Within our welfare-to-work grouping of members
providing these services in the CBI—it has been a
very active group in putting together our original
evidence and, just over the past couple of days, trying
to gather anecdotal evidence—so few providers are
used to the market and involved in the process that it
is hard to gather evidence.

Tracy Fishwick: 1 come back to the points that I have
made already. State aid is the biggest barrier, coupled
with the community benefit criteria. While we
understand where those things come from, and we
have had to work within them, they have been a huge
obstacle, which we have not been able to overcome,
unless we have been able to be quite creative and track
jobs back to public spend through things such as
construction works.

Q83 Karen Bradley: What I'm taking from this is
that the barriers included speed of delivery, state aid
and additionality issues, and the lack of evolution in
the programme because it was such early days.

Professor Gregg: Can 1 just say one thing? There is
an interesting contrast with what was done under the
New Deal for Young People, where the employer
option was almost entirely private sector, with very
little public sector. This is completely the reverse.
That makes a point about some of the rules. I don’t
know whether the rules have changed in the
meantime. It isn’t impossible to get private sector
involvement. The old programme in ’98 did it, but

this one didn’t. I think it’s not because it’s impossible,
but because the kind of stuff we’re describing was, in
a sense, designed to get a rapid response from the
people who could do it very rapidly and not a lot of
thought was put into how to get the private sector
engaged.

Q84 Mr Heald: I don’t know whether Professor
Gregg would agree, but I think the problem may be
this: if you have an intervention that comes in at 12
months and is to help somebody who is long-term
unemployed with barriers to employment, I think you
can offer them a subsidised job, but if it’s six months
and there isn’t that history, the state aid rules make
that impossible in the private sector, or difficult
anyway.

Professor Gregg: 1 was trying to articulate that you
probably want an intensive deflection process first,
before you deliver something like this, in terms of
getting the numbers down and raising the case of
targeting on the most needy.

Mr Heald: I fully agree.

Q85 Karen Bradley: I have a final point on
implementation. I would be interested to hear about
the experiences you and your members have had of
interaction with Jobcentre Plus and how useful that
has been.

Neil Carberry: It’s very interesting. In the past, our
members have been somewhat cynical, to be honest,
about Jobcentre Plus, but many of them had very good
experiences during the recession. It’s on a patchy
basis, but there are good examples from certain areas
of the country. The collapse of Woolworths is a classic
example. Certain parts of Jobcentre Plus got into
Woolworths stores very quickly and did a lot of real
“action this day” work to try to get people into other
retailers in the local area, and very successfully. A lot
of it seems to be driven by the management structure
of Jobcentre Plus at local level. People may be
fostering good links with local employers and helping
with the understanding of local labour markets. There
was a strong streak of very good performance during
the recession. In some areas, it was still a case of
going to Jobcentre Plus with a job and getting 60
applications, 45 of which were not appropriate, but
that was less prevalent than maybe it was in the
previous decade.

Tracy Fishwick: 1 really felt for Jobcentre Plus in the
early days, because it had a lot on its plate at that time,
a year or so ago, with increased volumes of customers
coming in and people trying to get up to capacity in
their own offices. Also, it seemed to be a while before
it got its guidance on the rules about how it could
engage with the Future Jobs Fund, what “eligibility”,
“suitable” and so on meant, how you physically refer
a person sat in front of you, how you use the system
and how they then end up going for an interview. All
those things needed to be worked out and, as it
happened, most organisations that were running the
Future Jobs Fund worked it out together with
Jobcentre Plus. That’s partly why you end up with
slightly different versions of what’s happening across
the country. Different partnerships agreed on different
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mechanisms to do things, but once we got over that,
the process was fairly good.

If we’re talking about the volume of people who are
being referred in some areas, we can take the Greater
Manchester experience, which involves 8,000 jobs in
total, or that’s what it will be. The number of people
who end up being referred every day and every week
is in the hundreds all the time. It is quite a mammoth
task if you just break it down to that one area. Then
you get people not knowing quite what the job is that
they’ve come for, or people being referred who are
probably not that suitable for the job that they’ve
come for. Keeping employers on board in those
situations can be difficult, but mostly everybody
understands that scale and volume will create these
things. Overall, I would say Jobcentre Plus has done
a very good job.

Q86 Karen Bradley: In Greater Manchester, you
went for 35-hour jobs. Is that right?
Tracy Fishwick: Yes.

Q87 Karen Bradley: Was there a reason why you
went for 35 hours rather than the minimum?

Tracy Fishwick: Yes. The bid was developed at the
highest level in Greater Manchester. It involved the
chief executives of all 10 councils. It was a very
strategic decision to get involved on that scale. It sat
alongside the other efforts on how we tackle
worklessness, how we look at getting people out of
the poverty trap and how we got as much as possible
of the six and a half grand into their pockets to spend,
rather than being tied up in administration and other
things. It was a deliberate strategy, which has proved
challenging to manage financially—but, yes, it was
very deliberate.

Q88 Chair: The bell is ringing and we are not quite
finished. Perhaps we can roll up the last set of
questions into one question with a few parts, because
I am conscious of the time.

We know that Future Jobs Fund is coming to an end—
there will be no new entrants from March 2011. It
was mentioned in the earlier session that the Work
Programme does not come into place until next
summer at the earliest. There is clearly a gap, so is
there room for evolution or can that not happen
because the programme will come to an end? Is there
room for some evolution because some of the lessons
that have been learned from Future Jobs Fund could
sit easily within the Work Programme?

The Government say that they will fill that gap
because of the increasing number of apprenticeships,
but those are for 19-plus, so is that a different cohort
from those who have benefited from Future Jobs
Fund? We know that the apprenticeship guarantee
applies only to England anyway, because that is a
devolved issue in Scotland and Wales, so are there
gaps there?

To roll all that into one question, what advice should
our Committee be giving to the Government? If they
are not going to continue with Future Jobs Fund, what
should they be doing to fill that gap, to make the
transition, and to keep the good stuff that is already
happening in Future Jobs Fund? What should they be

wary of to make sure that they do not make any
mistakes as they introduce the new programmes? That
is quite a lot in one question, but hopefully you get
the gist of what I have asked.

Tracy Fishwick: Youth unemployment is still with
us—a third of all Jobseeker’s Allowance claimants are
aged 18-24, and in some areas it is getting into 40%.
It is still a huge issue. There will be a significant gap
in many areas, especially in the north and in areas
where the impact of public sector job cuts will be
bigger, and so on, bearing in mind the readiness of the
private sector to fill that void in terms of creating new
jobs. People are worried about what is likely to
happen to a large group of young people.

I would like there to be some kind of temporary
extension to Future Jobs Fund, even if it is sat within
the Work Programme, ultimately. There might also be
a way of looking at some of the unused, what is called
rolled-up, weeks. While we create jobs for 26 weeks,
not everybody stays for that long, so there is some
money, potentially, still in DWP that is not being
drawn down for every single person. Is there a way of
using that to subsidise other jobs in that gap period?
That would be a request, or something that DWP
could look at.

Ultimately, how will the lessons that we can learn
from Future Jobs Fund be morphed into Work
Programme? A huge infrastructure has been created
just around work placements; around managers who
are turned on to the idea of having young people in
their offices, their businesses, and their social
enterprises; and around the voluntary and community
sectors, and so on. It is a huge infrastructure and there
is a willingness and an appetite for this, so how do we
get that lasting legacy into the Work Programme? Can
we make sure that the Work Programme providers talk
to the big LABs—Lead Accountable Bodies—which
have been running Future Jobs Fund, so that we can
join all that up where possible?

Q89 Richard Graham: We have talked a lot about
Future Jobs Fund and different programmes. From all
the evidence that we have heard, it sounds as if Future
Jobs Fund was a well-intentioned, spur-of-the-
moment, desperate attempt to try to get young people
off the unemployment register, with mixed results and
not much involvement from the private sector. The
bottom-line question to all this is why are there so
many young people who are NEETSs in this recession?
Why is the number so much bigger than in previous
recessions?

Professor Gregg: It’s not. It is not bigger than in
previous recessions.

Q90 Richard Graham: Yes it is. We have record
young unemployment at the moment, whereas
employment figures were much higher in the early
’90s.

Professor Gregg: The gap relative to older people is
higher, but the number of NEETS is not.

Q91 Richard Graham: But the percentage is much
higher. Is there not a wider question in there? Why is
it that employers are not taking on young people? Is
it that they have lost confidence in what people are
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coming out of school with? Are they preferring to take
on someone who has had a job already—almost
whatever job—because, as a point of reference, it is
something that shows that they are capable of doing a
job? What do you all think? Or do you think that this
is all perfectly normal, and that we should expect to
have record youth unemployment?

Professor Gregg: Young people always suffer more
in recessions. Firms do not shed labour that they have
got, which is valuable, experienced and trained, unless
they are desperate. In this particular recession, what
has been very successful is that firms have not done
as much of that emergency shedding of labour—the
panic stuff—because they are going out of business.
They have done shrinkage by not recruiting, a
recruitment-freeze type of shrinking.

Q92 Stephen Lloyd: Also wage cuts. Everyone has
taken wage cuts.

Professor Gregg: Yes, I'll accept wages. All that
means is that the people who bear the brunt are those
trying to enter the labour market rather than those who
are there already, suffering large-scale displacement.
That is why it falls on the young. This time, the gap
between the older and the young is more acute than
in previous recessions, but it is slightly less as a share
of the young person’s population. More are in
education now. Far more young people are staying on
in education, so the share is of those who are not
staying on in education. That is where the
unemployment rates are high. That is high, relative to
previous recessions.

Let us take the young person population. Because
there are more in school, what you are dealing with is
a more acutely deprived group than was previously
the case. It echoes a deeper point, which has been
made once or twice. The school-to-work transition
isn’t working well. For many people leaving school
with low qualifications, the transition into work,
which is important in respect of getting on that ladder,
isn’t working well.

Q93 Richard Graham: So
departure is.

Professor Gregg: Connexions and that kind of stuff
need to be looked at. The Connexions service isn’t
working well in terms of getting people from deprived
backgrounds into work at the first stage. As the
economy picks up, some of that will be solved. The
deepest problem has been gathering pace prior to the
recession since about 2004, but I would like to make
the split between that deeper problem with the school-
to-work transition that is not working well, and how
to deal with the people who fall through—there will
always be some—and who end up at risk of long-term
exposure to unemployment.

You can’t catch everybody with the first net in this
case. The lives of some people go wrong afterwards.
You need something built within the welfare system,
and I advise that some form of requirement for work
experience—maybe not six months, but much
shorter—is embedded within things like the Work

that’s where the

Programme. As we discussed before, you may use
Work Programme first—it’s low cost—to get people
out. But at some categorisation of people in the most
needy group, you must get some kind of work
experience embedded within the programme, not pure
black box.

Q94 Chair: I am very keen on the CBI speaking, and
that we don’t lose track. We need points made about
what needs to be in the future in terms of what the
Government will do, either to carry on what was good
about the Future Jobs Fund or make sure that it is
more effective.

Neil Carberry: One of the advantages of the early
proposals for the Work Programme is that they are a
bit more bottom up. There is a lot more of sitting with
someone, thinking about what interventions they need
and at what point the practical work experience that
Paul has identified is useful. I also echo the point
made about labour conservation. There has been a
strong stream across the private sector—probably
based on the experience of the *90s recession when
some executives felt that the axe was taken a bit far,
a bit early and the firm was not then prepared for the
recovery—to control wages as the method to cope
with conserving labour. That means that there is quite
a lot of excess capacity in terms of human resources
within members. That is one of the factors that is
driving lower hiring. As Paul says, lower hiring does
affect the issue.

Q95 Chair: If that’s the case, and there is less hiring,
will there be a problem with employers taking on
apprentices, which is clearly the new Government’s
preferred route?

Neil Carberry: 1t takes a long time for employment
to recover from a recession, but we are now beginning
to see some of that apprentice spend returning.
Apprenticeship programmes seem to be somewhat
more resilient to recessions than less formal
arrangements. If you as a firm take in two or three A-
level leavers every year for a more on-the-job
approach, that is more open to being cut back than if
you are engaging in a two or three-year apprenticeship
programme. Therefore, we hope that apprenticeship
numbers are more resilient on that basis, and that
funding can be used to encourage apprenticeship
development in key areas, and particularly at younger
levels than 19.

Q96 Chair: There’s going to be a four to six-month
cohort who will not get on the Future Jobs Fund from
March and won’t get into the Work Programme until
it is up and running at some time in the summer. That
is key to us as a Committee, and you have the chance
to give us suggestions for what we should
recommend.

Emma Watkins: 1t’s probably not entirely our place
to comment on the transitional arrangements.

Q97 Chair: Please do.

Emma Watkins: There obviously need to be some to
avoid a substantial gap. We hope that some of those
people might be picked up through existing Flexible
New Deal contracts to bridge the gap.
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Q98 Chair: But they’ll have gone by then, will they
not?
Emma Watkins: We’re not entirely clear.

Q99 Chair: It doesn’t cover Aberdeen, for instance.
I know that it is only partial across the country.

Neil Carberry: Certainly, there is a range of tools that
will remain in place. The question is whether they will
be resourced in a way that helps that particular cohort.

Q100 Chair: Is there a danger that that won’t
happen, because all the energy and focus is going into
the Work Programme?

Professor Gregg: There is a big risk. It is very hard
to get the capacity. When developing a whole new
system, a lot of energy will be focused in that area by
central Government and Jobcentre Plus. It will be hard
to maintain or catch the people who are in that kind
of gap. We have seen it every time there is a new
programme. The old staff diminish in quality and
volume ahead of the arrival of the new programme.

Q101 Chair: But some kind of carry on, whether it’s
Flexible New Deal or Future Jobs Fund.

Professor Gregg: If it’s an apprenticeship guarantee
and if you have enough places and can make it stick,
fine. But some kind of guaranteed option place is—

Q102 Chair: On apprenticeships, could someone
answer my question about whether it is the same
cohort getting apprenticeships? I think you mentioned
that before, but perhaps a different cohort might get

the apprenticeships as opposed to the Future Jobs
Fund, and what happens to the guarantee in Scotland
and Wales?

Tracy Fishwick: In terms of cohort, I think there is a
really big risk of young people not getting into an
apprenticeship either because they won’t see
themselves as being able to get one, so they select
out, or they won’t have the prerequisite basic level of
education—five GCSEs or similar. That is where the
Future Jobs Fund and other things in the past filled
the void.

The other thing I would like to add, which does not
necessarily help, is that other local funding is about to
stop, such as the Working Neighbourhoods Fund and
Objective 1 areas in Liverpool, and other places in the
country where the European Social Fund will stop.
A lot of that added capacity locally for this kind of
programme delivery—ILMs or other kinds of
employment support with mentoring and coaching and
that really intensive stuff that you don’t see with the
broad brush Jobcentre Plus interventions, and the
£1,000 interventions. You don’t see that level of input,
so there is a building gap that isn’t just about the
Future Jobs Fund.

Q103 Chair: When will ESF stop completely?
Tracy Fishwick: Some of it will have gone, some of
it will go in December and some of it will be some
time next year—the same time scales.

Chair: Any other questions? Well thank you very
much for coming along, and thanks for your evidence,
which will be really useful when we come to write
our report.




Work and Pensions Committee: Evidence Ev 21

Wednesday 10 November 2010

Members present:

Miss Anne Begg (Chair)

Harriett Baldwin
Karen Bradley
Alex Cunningham
Richard Graham
Kate Green

Mr Oliver Heald
Glenda Jackson
Stephen Lloyd
Teresa Pearce

Examination of Witnesses

Witnesses: Rt Hon Chris Grayling MP, Minister for Employment, Mark Fisher, Director, Jobseekers and
Skills, Julia Sweeney, Deputy Director, Young People and Employment, Department for Work and Pensions,
and Claire Burton, Head of Apprenticeships Unit, Department for Business, Innovation and Skills/Department

for Education, gave evidence.

Q104 Chair: Welcome Minister. Thank you very
much for appearing before us this morning. Can you
introduce the people you have brought along with
you?

Chris Grayling: 1 will indeed; I will go from my right
to left. Mark Fisher is from our employment policy
division and has an overview of most of our
employment-related activities. Claire Burton is from
BIS and she is responsible for apprenticeships. Julia
Sweeney on my left is also from the DWP and she
was most integrally involved with establishing and
developing the Future Jobs Fund. I hope that gives
you a portfolio of experience that will enable you to
address all the issues before us this morning.

Q105 Chair: From the past and the future—we hope
it will. Thanks very much for coming along this
morning and welcome to you all.

In the Department’s written evidence, it states that it’s
too early to understand the impact of the Future Jobs
Fund and whether it has had a significant impact on
the entry to employment for the individuals who took
part. It is also the case that you as a Department have
yet to finalise the evaluation arrangements. When will
that evaluation take place? What criteria will be used
to assess the effectiveness of the programme?

Chris Grayling: The initial evaluation is underway
and will report next year. Let’s be clear: the Future
Jobs Fund at the moment is continuing. The decision
we took back in the early summer was not to axe the
Future Jobs Fund on the spot, but along with all of the
employment programmes the Department is currently
operating, to wind those down for the end of this
financial year before we move into the Work
Programme. What we have done is started to do some
very initial evaluation of the Future Jobs Fund. We
published the limited evidence we have so far on the
Department’s website yesterday afternoon—we are
very happy to provide details of all the information
we have for the Committee—that evidence suggests,
effectively, that around 50% of those who enter the
Future Jobs Fund are back on benefits after
seven months

That has masked a couple of things. First of all, in
some cases individual employers have extended the
period of the Future Jobs Fund job beyond the
six months, so it’s not a true reflection of whether

people have actually left the Future Jobs Fund job or
whether they have got a permanent position, but the
total is 50%. Now, by comparison, for people who
entered a permanent job at the same time, around 35%
are back on benefits after seven months. Those are the
first indicative figures that we have about the
outcomes of the Future Jobs Fund. To me, that
reinforces some of the concerns I have about the
overall cost of the project, and confirms to me the
decision that we took earlier in the summer.

Q106 Chair: But the obvious question is still: why
take that decision before any evaluation had been
carried out?

Chris Grayling: A lot of the decisions we have taken
in the last few months have been based on value for
money. If you look at the cost of the Future Jobs Fund,
and if you take that 50% figure as a best case—the
number of job outcomes, or the number of people off
benefits, will in reality be lower than that—it implies
that the cost to the taxpayer per unsubsidised job
outcome at month seven could be as high as £13,000.
If you look at what was being achieved by the New
Deal for Young People, the cost per job outcome (in
2004-05) was £3,480. We are dealing here with a
very, very expensive programme.

Another thing that is worth saying is that although
intermediate labour market activities of this kind
certainly potentially have a place at the most difficult
time of an economic downturn, even those who
advocate this in some of the international
organisations that analyse these things would say that
these are only ever really appropriate as tempo