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I_Preface

Rt. Hon. David Miliband MP

When | became MP for South Shields in 2001, it had a history of having one of the highest
unemployment rates in the country. So as the hopes for fragile recovery turned into fears
about double dip recession in late 2010 and 201 I, | became seriously concerned about the
impact in my own constituency. Sure enough, registered long term unemployment among
young people (those claiming for 6 months or more) rose 210 per cent in the calendar year
of 201 | — from 150 people to 465.

| could see the problems, economic and social, personal and communal, with my own eyes. But
| didn't know the solution. So when ACEVO proposed in July 201 | that | chair a Commission
on Youth Unemployment | was delighted to accept. The national debate was not reflecting the
local reality as | saw it, and | saw the chance to try and make a difference both

to my own constituency and to the wider national need.

In the event, the fast rises especially in long-term youth unemployment have given national
vent to local concern. But the true scale of the costs of youth unemployment is not well
known; and the debate about the causes and the solutions has a long way to go before it really
speaks to the reality that young people face. So | hope this report will help bridge that gap
between political rhetoric and national reality. The report is based on facts not dogma; it has
been drawn up on a cross-party and non-party basis; it proposes a number of new ideas but it
does not claim to be the last word.

South Tyneside contains some of the neighbourhoods of youth unemployment emergency
identified in the report, and | am delighted that the local council have come together with
the local private and voluntary sectors, and the local community, to create a South Tyneside
Youth Unemployment Commission. As the Borough containing Jarrow, that seems historically
appropriate as well as future-oriented. | hope other communities will do the same, using this
report and its facts, figures and ideas as a basis, but taking forward the policy debate in a

real way.

| am extremely grateful to the Commissioners and our advisors, to the Secretary of the
Commission Ralph Michell, and to all those who have helped us with submissions and research,
for the constructive and open spirit in which they worked. The biggest test is now to make a
difference for large numbers of young people who are currently losing faith in the ability of
the political and business establishment to make a real positive difference to their lives.

G20 AaM

Rt. Hon. David Miliband MP
Chair, ACEVO Commission on Youth Unemployment
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I_Executive summary

Youth unemployment is now one of the greatest challenges facing the country. Nearly |2 million
young people are currently not in education, employment or training — over | in 5 of all young
people. A quarter of a million have been unemployed for over a year. The costs of these levels of
long-term youth unemployment — now and in the future — are enormous. This is a crisis we cannot
afford.

Unemployment hurts at any age; but for young people, long-term unemployment scars for life. [t
means lower earnings, more unemployment, more ill health later in life. It means more inequality
between rich and poor — because the pain hits the most disadvantaged. It poses particular
challenges for young women. And it means more division between communities: we have
identified youth unemployment ‘hotspots' in 152 local authority areas around the country, where
the proportion of young people claiming unemployment benefit is twice the national average,
where we estimate at least | in 4 young people are NEET, and where we need emergency action
to turn things round.

The human misery of youth unemployment is also a time-bomb under the nation’s finances. We
have done new research on the cash costs of youth unemployment. Even we were surprised.

At its current rates, in 2012 youth unemployment will cost the exchequer £4.8 billion (more

than the budget for further education for |6- to- 19-year-olds in England) and cost the economy
£10.7 billion in lost output. But the costs are not just temporary. The scarring effects of youth
unemployment at its current levels will ratchet up further future costs of £2.9 billion per year for
the exchequer (equivalent to the entire annual budget for Jobcentre Plus) and £6.3 billion p.a. for
the economy in lost output. The net present value of the cost to the Treasury, even looking only
a decade ahead, is approximately £28 billion.

The question we have addressed is simple: can anything be done?! The answer is yes, and the
proof comes from parts of Britain that are doing good things, and other countries that have much
better systems for getting young people ready for and into work. But we need young people,
government, communities and employers to up their game.

Behind the headlines there are two challenges. First, we are in the midst of a crisis driven by low
levels of demand for young people’s labour, with the numbers of young unemployed — and, of
particular importance, the numbers of long-term young unemployed — rising from 2004, jumping
upwards with the recession in 2008/9, and now rising again to record levels. Second, Britain also
has a structural youth unemployment problem, so that even when the economy was booming
approximately 7-9% of all young people were headed for long-term worklessness from the age of
| 6. Over the course of the Commission’s work, we spoke to hundreds of people from across the
private, voluntary and public sectors — and to young people themselves. We found widespread
concern at the problem of youth unemployment, and a shared desire to act to address it. But
that willingness founders on the lack of vision for the forgotten half' of young people who are
not destined for university or a high quality apprenticeship post-16; and provision in terms of
opportunities and support for young people that is too often ad hoc, low quality and sometimes
chaotic and wasteful of public money. If the route to university is a well signposted motorway, the
route into work for these | 6-to-|8-year-olds is more like an unmarked field of landmines. Many
young people find their way through the field with only minor injuries, but too many do not, and
nearly ten per cent of the age group suffer long-term damage.

Youth unemployment: the crisis we cannot afford



Our vision is simple: young people themselves and the private, voluntary and public sectors rallying
behind a clear national and local goal — the abolition of long-term youth unemployment, with all
young people able to follow a journey from education to career, and with long-term exclusion
from the labour market simply not an option. The Government have said similar. The Deputy
Prime Minister has said the aim is to “get every unemployed young person earning or learing
again before long-term damage is done”. But we are a long way from achieving the goal.

To get there, the priority for change is action in four areas.

Young people need more job opportunities to be available in 2012 (chapter 3). The roots
of the recent rise in youth unemployment to crisis levels lie in weak labour market demand:
first, from 2004, in sectors upon which young people are particularly dependent for work,
and then with the 2008 recession across the economy as a whole. The immediate crisis

will therefore only be resolved through stronger labour market demand. We do not enter
the macroeconomic debate about the speed and scale of the Government's deficit and
debt reduction programme. But for any given level of overall demand in the economy, we
need to shift the odds for young people. The Government have recognised the principle
with a proposal to subsidise employers who take on young people. To make a real dent in
unemployment, we need bigger and more incentives sooner. The ‘bazooka’ needs to be big
enough for the task. We call for the Youth Contract to be front-loaded, thereby doubling the
number of job subsidies available in 2012, and for young people on the Work Programme
for a year to be guaranteed a part-time ‘First Step’ job as a stepping stone to unsupported
employment.

Young people need better preparation and motivation for work (chapter 4). Too many
young people do not have the hard and soft skills they need to progress in education or work.
Attainment in English and Maths really matters. Too many have limited access to high-quality
work experience and information and advice. The raising of the education participation age
from 16 to |8 over the course of 2013-15 is a massive moment for the country. But there will
only be benefits if education and training is of the right quality, in the right places, with the right
incentives on schools and colleges, employers and young people.

Young people not heading for university need clear high-quality options for progression
(chapter 5). For those young people who don't go to university, there are too few high-quality
progression routes to follow as they make the transition from being in full-time education to
being in full-time work. Again, the raising of the age of compulsory participation in education
in England presents us with a huge opportunity to get this right. We call for more incentives
on employers to engage with young people during their transition from education into work,
and an expansion in the number of high-quality options available to young people (including
apprenticeships). We also call for the creation of Job Ready, a locally-tailored, national
programme for those most at risk of becoming long-term NEET. The programme would

act early to prevent young people becoming NEET in the first place, and get those who do
drop out back on track towards work rather than heading for long-term detachment from
the labour market. We also propose an innovative mentoring project where young people
employed for a year are automatically registered to mentor the disadvantaged to help them
towards work.

Young people need reform of the welfare state, including guaranteed back-to-work support
(chapter 6). Our analysis concludes that theories about the impact of immigration, work
disincentives arising from benefit rates and an overgenerous minimum wage are largely red
herrings in the debate about youth unemployment. The cost of transport is an issue for many.

Youth unemployment: the crisis we cannot afford
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Above all, access to and intervention by the welfare state is too often not having the impact
needed. The Government's Work Programme covers only around | in |0 of the young
unemployed. Some of the remaining 9 in 10 will not need intensive support, but some very
much do. We call for eligibility for into-work support to be widened, so that fewer young
people fall through the net. More intensive support should then be made available in a three-
stage offer. Work experience placements should give young people in their first months of
unemployment a better deal. After one year looking for work on the Work Programme,
young people should have access to a part-time ‘First Step’ job guarantee — combined with
responsibilities for job search and preparation. And for those who reach the end of two
years on the Work Programme and who still have not found a job, we should learn from
programmes in countries such as Denmark and introduce an intermediate labour market
scheme guaranteeing work plus support to move on to regular employment.

The new vision needs to be put into practice. At the moment, lots of people are concerned
about youth unemployment but no one is in charge. We need to put that right — with public
money directed towards a single pot, employers confident that there is a local focal point for
activity, communities empowered to act, and young people offered clear high quality options. Our
idea is that, starting in the youth unemployment ‘hotspots’ across Britain, the key organisations

in any locality, with responsibility, funding or interest in getting young people into work, come
together and coordinate their efforts. These Youth Employment Partnerships will be led by
different agencies in different parts of the country, depending on local circumstance. Crucially,

they would use money from diverse sources to commission the expert help needed to get young
people into work. As a first step towards a more coordinated system across the country, we call
on Whitehall to strike ‘deals” with these local partnerships in the |52 hardest hit areas: offering
them freedom, support and targeted investment in return for collaboration, accountability and
results. The Youth Employment Zones that would result, in which it would be everybody's business
to get young people into work, could also trial many of our other proposals (such as the Job Ready
programme or our call for young people with jobs to mentor their peers not yet in work).

The status quo (where it is too easy for young people to follow a pathway to welfare-dependency
or a revolving door between benefits and work) is summarised in figure |. Figure 2 summarises
our recommendations, with all roads leading to work.

Our proposals are affordable. We recognise that budgets are tight, and our recommendations
are built upon that reality. They can be paid for by making better and more coordinated use of
the huge sums already spent on NEETS; investing money that has been announced for dealing
with youth unemployment but not yet allocated; stretching resources (such as investment in
infrastructure projects) to have an impact on youth employment; leveraging resources from the
private sector (including through the potential use of social investment vehicles such as social
impact bonds); paying for results; and through careful targeting of resource (both geographic and
on those young unemployed people of greatest concern). The context is that Britain currently
spends less than the OECD average on getting people into work, and has worse than average
youth unemployment rates — a combination which ends up costing us more. So carrying on as we
are is not good enough.

Youth unemployment: the crisis we cannot afford



Figure |

The status quo: too many pathways to benefit

Fractured responsibility

Responsibility for supporting young people into work is too fractured, and support is therefore often lacking or poorly coordinated

In the transition straddling education

A minority of young people do and the labour market, some young
not get the qualifications, people do not get the The labour market is tough for
employability skills, work information/advice or steadily some young people — particularly
experience or information/ advice increasing contact with the world of now when the economy is
they need to progress in further work that they need.There are not stagnating.
education or the labour market. enough clear, high-quality progression

routes available to them.

Education &
preparation for
work

Education-to-work
transition

Many are
ineligible for the
more intensive
support offered
by Jobcentres
and the Work
Programme, so
they fall through
the net.

Back-to-work support

\\\ )

Support is not intensive enough,
soon enough, for some young

people, so they risk becoming
detached from the labour market.

For those who drop out
and become NEET before
the age of 18, there is not

enough support to get
them back on track, and
not enough incentives for
them to engage.

Figure 2

Our proposals: all roads lead to work

Youth Employment Partnerships

Bringing together young people and organisations from the private, voluntary and public sectors to coordinate action on youth
unemployment. Their deals with Whitehall give them extra support but make them clearly accountable for the whole picture

Stronger incentives on education An expansion in the number of
providers, working with a range high-quality progression routes Greater employer engagement
of others in the private, voluntary available, and better coordination (through YEPs) and short-term
and public sectors, to focus more between the agencies involved, expansion of job sul?sidies makes
on a) those at risk of long-term giving young people more options more work available to
unemployment, and b) giving for making the transition young people.

into work.

them what they need to progress.

Education &
preparation for
work

Education-to-work
transition

Eligibility for back-
to-work support is

widened, closing the
holes in the net.
Back-to-work-support

Job Ready
programme A reinforced 3-stage offer: better work experience place-
For those who drop out and become NEET ments, a part-time ‘First Step’ job after | year on the Work
before the age of 18, the Job Ready Programme, and an intermediate labour market scheme at

the end of the Work Programme, reducing long-term

programme gets them back on track.
unemployment and consequent scarring.
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[ About this report

The Commission

The Commission on Youth Unemployment was set up in September 201 | by ACEVO (the
Association of Chief Executives of Voluntary Organisations) in response to widespread concern
amongst voluntary sector leaders about youth unemployment. It is clear that that concemn is
shared across society — over the past 6 months, we have spoken to people from across the
voluntary, private and public sectors, as well as young people themselves. There is a desire
across the country to act on youth unemployment, and the makings of a powerful coalition

to do so. This report is as much a call to arms for that coalition of schools, councils, charities,
businesses and others as it is a series of recommendations for central Government.

The Commission was chaired by Rt Hon David Miliband MP. The other members of the
Commission were: Baroness Stedman-Scott (CEO, Tomorrow's People), Prof. Paul Gregg
(University of Bath), Katherine Kerswell (whose career in local government has included chief
executive roles in four councils), and Jonathan Portes (Director, National Institute for Economic
and Social Research). Wayne Gough (Kent County Council), Dr Peter Kyle (ACEVO), Oliver
Money (Office of David Miliband MP), Reza Motazedi (Deloitte) and Steve Swan (Tomorrow's
People) acted as advisors who contributed to the extent that they felt like members of the
Commission. Ralph Michell (ACEVO) was Secretary to the Commission.

In the annexes to this report, summaries are presented of the original research we
commissioned from Lindsey Macmillan (University of Bristol) on the costs of youth
unemployment; Eleanor Carter (University of Sheffield) on the spatial distribution of youth
unemployment; Jack Britton (University of Bristol) on the NEET population in the UK; and
Paolo Lucchino and Richard Dorsett (NIESR) on the labour market trajectories of |6- to-
2 |-year-olds.

Claimants, unemployed or NEETSs?

Some of the debate about youth unemployment is clouded by the difference between
‘claimants’, the young unemployed and ‘NEETSs":

* The claimant count is made up of those claiming Jobseekers Allowance.

* These claimants are part of a larger group of those who are unemployed. The
International Labour Organisation’s definition is that “a person is unemployed if he or
she does not have a job, is seeking work, and is available to start work”. The ‘young
unemployed’ therefore include students who would like to be in work but cannot find a
job (whom we might be less concerned about than others), but it also excludes young
people who are not in education or work but not looking for employment either (the
‘economically inactive’) — some of whom we most definitely should be worried about.

* The term ‘NEET' covers all young people not in employment, education or training. It
excludes young people studying but also looking for work, and it includes young people
who are economically inactive (those not in work and not looking for work).

In general, this report is primarily about young people who have been long-term unemployed
or NEET, the group we believe merits particular attention.

Youth unemployment: the crisis we cannot afford



The countries of the United Kingdom

Our focus is primarily on England, though we also make recommendations relating to
Scotland and Wales (for instance, on issues relating to the Department for Work and
Pensions). We have not specifically sought to address youth unemployment in Northern
Ireland, where welfare-to-work policy is devolved — though some of our proposals may be
of interest there too.

Youth unemployment: the crisis we cannot afford
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The imperative to act
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I_The imperative to act

Youth unemployment is now one of the most serious challenges
facing Britain

Work is central to most of our lives, not just as the foundation that enables us to get
by in the world, but as key to how we see and define ourselves and to our sense of
self-worth. Being unemployed, by contrast, hurts. And most of us will know, either first-
hand or through people we know, that being unemployed is particularly painful when
you are young.

That is the position that over a million young people now find themselves in. There
are almost |.5 million 16- to- 24-year-olds not in employment, education or training
(NEET) — I in 5 of all young people. Over a quarter of a million young people have
been looking for work for a year or more.'

The problem did not start under the current Government, but with such large numbers
at risk of being permanently scarred by youth unemployment, it is now at crisis levels.
Youth unemployment is at its highest level for two decades, and there are now almost
twice as many young people out of work as there were a few years ago.?

1,800,000
1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000
0

| 6-24s NEET and unemployed

\A /_/\/-/ o NEET

Unemployed

1992
1993
1994
1995
1996
1997
1998
1999

Source: Labour Force Survey

.2 Unemployment will damage young people for life

These numbers matter. Unemployment has a negative impact on people no matter
what their age, but it has a particularly negative impact on young people. Furthermore,
the damage is not temporary; the evidence suggests it does permanent damage to
employment and earnings potential.®> When people are unemployed at a young age:

| Labour
2 Labour

Force Survey
Force Survey

3 P. Gregg & E. Tominey, ‘The wage scar from male youth unemployment’, (Labour Economics 12, 2005)
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* They are more likely to be unemployed and welfare-dependent later in life;
with the average young unemployed person spending an extra 2 months per
year out of work by their late twenties through the scarring effects of youth
unemployment. The effect is much larger for young people than older people,*
and is more pronounced the longer a young person spends out of work.> Research
undertaken for the Commission by researchers at the University of Bristol (presented
in full in the Appendices) suggests that an individual unemployed for a year between
the ages of 16 and 24 is likely to spend just under 9% less time in work between the
ages of 26 and 29 than they would have done otherwise. In reality, if young people
experience unemployment between the ages of 16 and 24, they will on average
spend longer out of work, in single or multiple spells of unemployment. Research for
the Commission suggests that individuals unemployed at a young age will on average
spend approximately an extra 2 months per year (8.41 weeks for men, 10.70 weeks
for women) out of work aged 26 to 29 than they would have done otherwise.®

They are likely to be paid less in later life; with the average young unemployed
person earning £1,800 — £3,300 less per year by their early thirties through the
scarring effects of youth unemployment. People unemployed at a young age are
likely to be paid less later on in life than people with similar education, backgrounds
and personal characteristics who were not unemployed at a young age.” Again,

the longer a young person spends out of work, the more pronounced the effect.®
Research for the Commission suggests a man unemployed for a year when young can
expect to eamn just over 8% less by the age of 30/34 than he would have earned had
he not been unemployed at a young age, and that the equivalent figure for women

is just under 6%. In reality, if young people experience unemployment between

the ages of 16 and 24, they will on average spend longer out of work, in single or
multiple spells of unemployment. Research for the Commission suggests that for

men unemployed at a young age, the average wage penalty by the age of 30/34 will
be just under 6%, with the equivalent figure for women being just over 17%. Given
the different average eamings and spells in employment for men and women, that
equates to men eaming just over £3,300 less per year by their early thirties, and
women eaming just under £1,800 less per year in the same period. For comparison,
estimates of the eamings premium to a university degree in the UK are typically about
20-25%.°

* Their mental and physical health will be negatively affected, both now and in
the future. A range of academic studies have found that unemployment increases
susceptibility to illness, mental stress, and helplessness, and loss of self-esteem leading
to depression.

There is also evidence that the psychological imprint of unemployment persists into
later life, and that unemployment increases the probability of poor physical health
outcomes such as heart attacks later in life.'?

D. Bell & D. Blanchflower, Youth Unemployment: Déja Vu? (2010)
Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
P. Gregg & E. Tominey, The wage scar from male youth unemployment, (Labour Economics 12, 2005)
Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A

0 Summarised in D. Bell & D. Blanchflower, Youth Unemployment: Déja Vu? (2010)

— 0 00 N Oy U1 A
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* They are more likely to get involved in anti-social activity. Studies have found
that increases in youth unemployment relate to increases in burglaries, thefts and
drug offences. A study focusing on England and Wales in 2001 found that youth
unemployment was significantly positively related to burglary, theft, fraud, forgery
and total crime rates, and another in 2000 found that there is a stronger correlation
between youth unemployment and crime rates than there is between crime rates
and rates of unemployment amongst older adults."

.3 Youth unemployment is a time-bomb under the nation’s finances

The costs of youth unemployment for individuals and the communities they live in

is enormous. But youth unemployment also results in significant costs to the public
purse. For all of the reasons above, youth unemployment translates into higher
spending on benefits, lost income to the exchequer through tax receipts forgone, and
higher spending on services such as the NHS or the criminal justice system.

Research for the Commission found that in 2012, youth unemployment is likely to
cost the Exchequer approximately £4.8 billion (more than the 201 -12 budget for
further education for |6- to 19-year-olds in England)'?, and the wider economy £10.7
billion in lost output:

* In 2012, the total benefit bill for youth unemployment at its current levels is
likely to be just under £4.2 billion. 81% of |6- to |7-year-olds not in education
or work, and 35% of |8- to 24-year-olds not in education or work, do not claim
any benefits at all, but those 16- to |/-year-old ‘NEETS" who do claim benefits
cost the exchequer an average £3,559 in benefits p.a. each, and those |8- to
24-year-old NEETs who claim benefits cost the exchequer an average £5,662 in
benefits p.a. each.

In 2012, the total cost of youth unemployment at its current levels in terms of
taxes foregone is likely to be just over £600 million. These estimates are based
on the assumption that young unemployed people would earn less in work than
their average currently employed peers, and take into account the extra cost to
the exchequer of a minority of these young people claiming working tax credits
were they in work. On this basis, |6-to | /7-year-olds currently unemployed would
cost the public purse £143 more per year, per person, if they moved into work
(because their income would fall below tax thresholds and they might be eligible
to claim working tax credits), whereas |8- to 24-year-olds would contribute a net
extra £582 each per year to the exchequer through taxes.

In 2012, the total cost to the economy of youth unemployment at its current
levels in terms of lost output is likely to be £10.7 billion. Again, this is based on
the assumption that young unemployed people would earn less in work than their
average currently employed peers. '3

However, because youth unemployment has a negative impact on young people’s
future prospects, its costs include not just those current costs outlined above, but
future costs too. Research for the Commission found that the scarring effects of
current levels of youth unemployment will cost the Exchequer approximately

'l Summarised in D. Bell & D. Blanchflower, Youth Unemployment: Déja Vu? (2010)
12 H. Chowdry & L. Sibieta, Trends in Education and Schools Spending (IFS, 201 1), Table 4
I3 Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
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£2.9 billion per year (roughly equivalent to the annual budget of Jobcentre Plus)', and
cost the wider economy £6.3 billion per year in lost output:

* The scarring effects of youth unemployment at its current levels will cost us £689
million per year in additional future benefit payments. The average young man
not in employment, education or training now is more likely to experience spells
unemployed in future, and as a result will receive an extra £487 in benefits every
year in the future as a result of his spells of unemployment at a young age. The
equivalent figure for women is £740 p.a.

The scarring effects of youth unemployment at its current levels will cost us just
under £2.2 billion per year in lost potential tax revenues. The average young man
not in employment, education or training now is more likely to earn less and be in
work less often in future, and as a result will pay £2,425 per year less in taxes than
we would expect had he not been unemployed at a young age. The equivalent figure
for women is £1,530 per year.

The scarring effects of youth unemployment at its current levels will cost the
economy £6.3 billion per year in lost output.'

It cannot be concluded from the research exactly how long these impacts will persist,
but the evidence suggests the impacts will persist until those who are unemployed now
are well into their thirties. So the cost of today’s youth unemployment is billions of
pounds not just this year, but next year and the year after, long after the economy has
recovered.

Moreover, it is worth noting that these figures are based on conservative assumptions
about the cost of youth unemployment, and that they do not take into account those
costs of youth unemployment that are harder to monetise (e.g. those resulting from
worse health outcomes, or higher levels of crime and anti-social behaviour).

Taking these figures together, current levels of youth unemployment will cost the
public purse at least £4.8 billion in 2012 and its scarring effects will cost £2.9 billion
p-a. in future. It will cost the wider economy a further £10.7 billion in 2012, and

its scarring effects will cost the economy £6.3 billion p.a. in future. The net

present value of the costs to the Treasury, even looking only a decade ahead, is
approximately £28 billion; that is the true measure of the potential economic damage.

Youth unemployment exacerbates inequalities and stifles social mobility

Youth unemployment, and the poorer futures it results in, are not distributed equally
across society. Youth unemployment is interlinked with and exacerbates a range of other
inequalities that young people face from birth to entering the labour market. For many it
will be the final nail in the coffin for their hopes of social mobility.

For instance, the evidence suggests that young people are more likely to spend time

out of employment, education or training (and be scarred for life as a result) if they are
from a less well-off background, come from particular ethnic groups, are disabled, have
learning difficulties or special educational needs, have caring responsibilities or grew up in
care. The graphs below illustrate two of these phenomena, which we explore further in
chapter 2.

14 Set out at: http://www.dwp.gov.uk/docs/jcp-delivery-plan-2011-2012.pdf
I5 Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
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Proportion of young people stating their
main activity as NEET, by parental occupation'®
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Source: DfE Statistical Bulletin, Youth Cohort Study & Longitudinal Study of Young People in England: the
activities and experiences of |9 year olds, England 2010 (201 1)

Proportion of young people experiencing
some time NEET aged |6-19 by ethnicity
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Source: DfE Statistical Bulletin, Youth Cohort Study & Longitudinal Study of Young People in England:
the activities and experiences of |9 year olds, England 2010 (2011)

16 DfE Statistical Bulletin, Youth Cohort Study & Longitudinal Study of Young People in England: the activities and experiences of |9 year olds,
England 2010 (201 1)
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Youth unemployment also hits young men and women in different ways. Over the past
decade and more, there have consistently been more young women out of employment,
education or training than young men (though the rise in NEET numbers from 2004 was
more marked amongst males).'” Our research suggests that those young people who
leave school to become long-term NEET are considerably more likely to be female than
male.'® And whilst the average wage penalty resulting from youth unemployment is lower
for women than men (approximately £1,800 per year by their early thirties as opposed to
£3,300), that is only because women tend to eamn less — they can expect their wages to
be 7% lower where for young men the equivalent figure is just under 16%."

Across the country there are ‘hot spots’ where youth unemployment
is particularly concentrated, and where it constitutes a blight on
whole communities

Across Britain, there are ‘hot spots’ where youth unemployment is a particularly acute
problem. These areas of concentrated joblessness — and too often hopelessness — are
smaller than local authority areas. They appear within both richer and poorer parts of the
country, and richer and poorer local authorities.

We used the proportion of young people claiming benefit as an indicator of the severity
of youth unemployment in local areas,?® and found that whereas in some neighbourhoods
the proportion of young people claiming benefits is close to zero, there are others (such
as Cliftonville West ward in Thanet) where the proportion of young people claiming
benefit is over | in 4. The map of Dover, below, shows how starkly youth unemployment
can vary from neighbourhood to neighbourhood within one local authority area.

Dover: Youth unemployment hotspots within the local authority

% of |6-to-24s claiming JSA
Claimant rate
27-4.1 M 9.1-125
42-58 M 126252
M 5990

Tower Hamlets &

|7 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D

I8 Research for the Commission by Paolo Lucchino & Richard Dorsett, NIESR, presented in Annex C

19 Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A

20 Data on unemployment and NEET rates amongst |6- to- 24-year-olds at a very local level is problematic (the Labour Force Survey

is based on very small samples at a local level, and local authorities do not collect data on older NEETSs). For that reason we use the
claimant count as an indicator of the severity of the problem.
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We mapped out youth unemployment ‘hotspots’ across Britain, where the proportion of
young people claiming benefit is twice the national average, and where we estimate the
proportion of young people NEET will be at least | in 4. These hotspots, situated in 152
different local authority areas across England, Wales and Scotland, are shown on the map
below.

Youth unemployment hotspots in England, Scotland and Wales:
Neighbourhoods where | in 8 |6 to 24 year olds (or higher) are claiming JSA

% of |6-to-24s claiming

Wards/IZs (claimant rate <12.5%)
[ ] High-rate Wards/IZs (>12.5%)

'- ._I#,-.r ".;
s Ii#..ﬁ:- e : ¥ .‘
€k g

v

: - b - *:.J,

More detailed maps of each of England, Scotland and Wales, and a list of the ‘hotspots’
shown here, are available in Annex B.

Youth unemployment: the crisis we cannot afford



6. The Government has set out the right objective (effectively to abolish
long-term youth unemployment) and it has begun to act — but more
must be done if its ambitions are to be realised

We share the Deputy Prime Minister's aim to “get every unemployed young person
earning or learning again before long-term damage is done,”?' and aspects of the
Government's reform programme and efforts to bring youth unemployment down
through the "Youth Contract’ should help. However, as we explain in more detall in
subsequent chapters, the evidence suggests that the Government's measures as they
currently stand will not be enough to achieve its objectives. The problem of youth
unemployment remains, it remains acute, and given the current state of the economy, it
could deteriorate further in spite of the Government's latest package of measures. As a
country we must do more.

21 Rt Hon Nick Clegg MP, speaking at the launch of the Youth Contract, November 201 |
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I Chapter Two

The current crisis and
the structural problem
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I_The current crisis and the
structural problem

2.1 Youth unemployment presents two key challenges, short- and long-term

Behind the headline figures, there are two key problems relating to youth unemployment:

* a recent rise in youth unemployment to crisis levels. There are over half a million
more NEETs now than there were in 2004, when NEET levels were at their lowest
in the recent past.' Whilst spells of unemployment at a young age are common, large
numbers of young people are experiencing long-term unemployment (over a quarter
of a million have now been unemployed for a year or more) and the risk is that they
will be scarred for life. It is this danger that constitutes the crisis.

* a longer-term structural problem, so that even when the economy was growing
strongly over the past decade and more, a minority of young people (roughly
7-9%, disproportionately the most disadvantaged) were reaching the age of 16 and
becoming long-term NEET 2
In the current economic context, the clear danger is that the proportion of young people
becoming long-term NEET will be substantially higher than the 7-9% we saw in more
prosperous times.

2.2 Youth unemployment has recently risen to crisis levels,
with 1.4 million NEET

Youth unemployment has been rising, and is currently at crisis levels. At the end of 201 |
there were over 1.4 million |6- to- 24-year-olds NEET,* compared with 870,000 in 2004*
— a rise of more than half a million.

| 6-24s NEET and unemployed

1,800,000

1,600,000
1,400,000 \/-\'\ VWiV
1,200,000 v\\ /\/—’\/
\ ,./\/‘/ — NEET

1,000,000 ,

Y /v\/\/ Unemployed
800,000 e
600,000 \\ ,/""\/

400,000

200,000
N M Y WL O N ©® 8O — o M Y NN 0N ® o O —
SO NN NN RO QOO0 90 90 9 99 9O = —
O & X 0 & N &6 O O O O O O 8 o o & o o
- 2 2 22 2 2 2 R @ @R A A A AAAE

Source: Labour Force Survey

| Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
2 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
3 Labour Force Survey

4 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
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2.3 But Britain also has a structural youth unemployment problem affecting
7-9% of young people, and disproportionately hitting the most disadvantaged

Youth unemployment, however, is not just a temporary problem linked to recent economic
problems. Even when the economy was booming, large numbers of young people were
NEET, often for sustained periods of time. Britain has a structural youth unemployment
problem as well as an immediate crisis to face.

Research undertaken for the Commission by the National Institute for Economic and

Social Research (NIESR), which looked at the labour market trajectories young people
experienced between the ages of |6 and 2| over the period 1991-2008, suggests that even
when the labour market was buoyant, around 9% of young

people left school and struggled to engage with the labour market over the following five
years.’

The research (set out in full in Annex C) found that 90.9% of the young people covered
had a journey between the ages of 16 and 2| broadly characterised by full-time education
throughout, full-time education throughout interrupted by a period in work, or a relatively
quick transition from education into work.

The remaining 9.1% followed labour market journeys more likely to be of concern, with
long and/or repeated spells out of education, employment or training (NEET). The research
identified five types of trajectory between the ages of 16-21 which are of possible concemn:

Proportion of

young people falling

Type of trajectory | Description into this category

NEET from |6 Young people experiencing economic 2.1%
inactivity from age |6 onwards

NEET from 18 Young people experiencing economic |.6%
inactivity from age |8 onwards

Long-term Young people experiencing long-term 2.3%

worklessness unemployment and inactivity

Withdrawal Young people who appear to withdraw from [.2%

from the labour  the labour market following an apparently

market successful entry into employment

Partial recovery ~ Young people who experience some 2.0%

employment between ages |6 and 2| but
who develop only limited labour market
attachment
Total 9.1%

This picture of a structural youth unemployment problem is reinforced by analysis undertaken
by researchers at the University of Bristol of data on |6- to- 24-year-old NEETs over the past
decade. Even when NEET levels were at their lowest over this period, there were still nearly
900,000 [6- to- 24-year-olds NEET, accounting for more than 3% of the young population
— just over half of whom (approximately 7%) had been NEET for a year or more.® The

graph below shows how overall NEET levels and this ‘core’ group of NEETSs (those out of
employment, education or training for a year or more) has remained stubbornly high over the
past decade and more.

5 Research for the Commission by Paolo Lucchino & Richard Dorsett, NIESR, presented in Annex C
6 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
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Overall and Core NEET populations over time’
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Source: research for the Commission by J. Britton, presented in Annex D

In summary, Britain has a structural youth unemployment problem that sees approximately
7 — 9% of young people struggle to engage with the labour market even when the economy
is booming.

The young people on the receiving end of this structural youth unemployment problem suffer
from a range of disadvantages.

They are more likely to come from less well-off, less well-educated families. For instance,
the graphs below illustrate how the 9% of young people whose labour market trajectories from
|6 to 21 are a potential cause for concern are more likely to come from families with lower
parental qualifications, and more likely to live in social housing. Whereas 9 1% of young people
who stay in education between the ages of 16 and 2| have parents with medium or high
qualifications, 81% of young people who are long-term workless between the ages of 16 and 21
have parents with low qualifications. Whereas only 7% of young people who stay in education
between the ages of |6 and 21 live in social rented housing, 77% of young people who are
long-term workless between |6 and 21 live in social rented housing.?
Parental qualifications of young people, by labour market trajectory 16 - 21
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Il Parental qualifications high Bl Parental qualifications medium [ Parental qualifications low

Source: NIESR research for the Commission, presented in Annex C

7 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
8 Research for the Commission by Paolo Lucchino & Richard Dorsett, NIESR, presented in Annex C
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Young people’s housing tenure, by trajectory 16-21
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Source: NIESR research for the Commission, presented in Annex C

Again, this is mirrored by analysis of the 7% of | 6- to- 24-year-olds who experienced a year
or more NEET when the economy was booming: 38% came from the bottom 20% of the
distribution of a continuous family background index linked to parental occupation, parental
economic activity, parental qualifications, lone parenthood and social housing.”

There is much public debate about the role of ‘workless households'. In fact, research for
the Commission found that of all households where two generations are of working age
(i.e. where more than one generation could be in work), only 4% are workless, equating

to 0.8% of all households in the country — and over the long term, the problem appears

to be improving. However, in these workless households unemployment appears to be
entrenched, with both generations unemployed for two years or more in over 50% of all
cases. There does appear to be a negative impact on the younger generation: sons with
workless fathers spend on average 8-11% more time out of work than sons with employed
fathers, and they are 15-18% more likely to spend a year or more in concurrent spells out
of work. Importantly, the impact varies significantly by local labour markets — in areas of
low unemployment, sons with workless fathers have the same chance of employment as
sons with employed fathers, whereas in areas of high unemployment they spend up to 30%
more time out of work between 16 and 29 as their peers.'? It is important to be clear that
young people in ‘workless households’ form only a small minority of those who are long-
term NEET — it would be misleading to present Britain’s structural youth unemployment
problem as one of intergenerational worklessnes. Nevertheless, we suspect that there is
likely to be significant overlap between the small number of NEETs who do come from
workless households and the 120,000 ‘problem families’ identified by the Government as a
priority for action.

They are more likely to be teenage mothers, or be young carers. It is clear that many of
the young people whose labour market trajectories between the ages of 16 and 21| are a
potential cause for concern are young mothers, as the graph below illustrates.

9 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
Yo IREseHrenTpralE@atimRacH sjsLinesepmmemalRrdniversity of Bristol, presented in Annex A
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Proportion of young people with children by age 21, by labour market trajectory
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Source: NIESR research for the Commission, set out in Annex C
Here the phrase ‘potential cause for concem’ is key. Clearly, some women form strong families
including children at a young age, and that is not our concemn. But if staying out of education or
work to look after a baby causes a young woman to become completely detached from the
labour market (in an age when many might need and be expected to work ten years down the
line), or if those young women might have made other choices with better information or advice,
then we should indeed be concemed. Similarly, we know from other sources that young people
with caring responsibilities are twice as likely as their peers to experience 6 months or more not
in employment, education or training."

They are more likely to be disabled or have learning difficulties. The graph below shows how
young people whose health limits their daily activities are disproportionately represented in those
groups whose labour market trajectories between the ages of 16 and 2| are a potential cause
for concern. We know from other sources that young people with learing difficulties and/or a
disability are twice as highly represented amongst young people who have experienced 6 months
or more NEET as they are amongst the general population (constituting 7% of all young people,
but 16% of those NEET for 6 months or more).'?

Proportion of young people whose health limits daily activities, by labour market trajectory 16-21
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Source: NIESR research for the Commission, presented in Annex C

I'l' Audit Commission, Against the odds: re-engaging young people in education, employment and training. Technical paper — creating a predictive
model of the characteristics of young people NEET (2010)
12 Audit Commission, Against the odds: re-engaging young people in education, employment and training. (2010)
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They are more likely to be young people in care or young offenders. The Audit Commission
found that young people who grew up or are growing in care are twice as highly represented
amongst young people who have experienced 6 months or more NEET as they are amongst
the general population, and that young people in the supervision of a youth offending team are
more than four times as highly represented amongst young people who have experienced 6
months or more NEET as they are amongst the general population.'

Young people in care and young offenders
disproportionately represented amongst longer-term NEETs

30%

25%

20%

Bl % of population
B % of those NEET
for 6 months or more

5%

10%

5%

0%
In care/care leaver Supervision by youth
offending team

Source: Audit Commission, Against the odds:
re-engaging young people in education, employment and training (2010)

In summary, the 7-9% of young people on the receiving end of Britain’s structural youth
unemployment problem are more likely to come from less well-off and less well-educated
families, and are more likely to have multiple problems that mean they receive support from
a variety of state agencies — and are the subject of significant public investment.

In the following chapters, we explore the causes of these two problems (the immediate
crisis and Britain’s structural youth unemployment problem), and make recommendations for
addressing them.

13 Audit Commission, Against the odds: re-engaging young people in education, employment and training. (2010)
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[ The immediate shortage of jobs

3.1 In the short term, lack of labour market demand is the primary cause
of the current crisis levels of high youth unemployment

The UK has still not recovered from the 2008 recession — as the graph below shows,
the recovery has been slower even than that following the Great Depression.

Recovery from recessions, 1930-2008
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Source: NIESR

Clearly, the 2008 recession and subsequent low levels of growth have been major
contributors to the recent rise in youth unemployment. Recessions tend to impact on
youth unemployment more than they do on unemployment amongst older adults,' and

the 2008 recession in the UK appears to have had a particularly negative impact on young
people.? There are currently over 200,000 more young people NEET than there were on
the eve of the 2008 recession,® and the jump in youth unemployment (and long-term youth
unemployment) caused by the recession is clearly visible in the graphs overleaf.

I OECD, Off to a Good Start? Jobs for Youth (2010)

2 P.Gregg & ). Wadsworth, The UK Labour Market and the 2008-2009 Recession (Centre for Economic Performance, Occasional
Paper 25, 2010)

3 Labour Force Survey
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| 6-24s unemployed and NEET
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However, the graphs above also show a marked rise in youth unemployment from
around 2004.

Research undertaken for the Commission by researchers at the University of Bristol
(set out in full in the appendices) suggests that once again, the cause appears to be
primarily one of low labour market demand, this time in particular sectors of the
economy rather than the economy as a whole, at a time when the number of young
people aged |6-24 was expanding significantly. 35-40% of young people work in the
wholesale, retail, motor trade or hotels and restaurants sectors. Between 2001 and
2004, these sectors grew, employing 330,000 more people by the end of the period
than at the start of it; but from 2004 they declined, employing 200,000 fewer people by
2007. At the same time, the size of the youth cohort (the number of people aged | 6-
24) grew significantly, by over 500,000 between 2004 and 2008.

The impact of these adverse labour market conditions on youth unemployment may
have been exacerbated by a shift in focus for Government policy, away from youth
unemployment (which had been a key priority for the 1997 administration) to other
aspects of welfare reform. But as we set out below in chapter 6, the research could
find little to no evidence to support the often posited arguments that the rise in youth
unemployment after 2004 was due to rising immigration or excessive rises in the
minimum wage.*

3.2 It is essential that we prevent this short-term lack of labour market
demand from causing lasting damage to the young unemployed

The danger is that the .4 million young people currently not in education, employment
or training will become long-term NEET, and that as a result they will be scarred for life,
diminishing their prospects and costing the country billions. There is a clear imperative
for us to reduce the number of young people unemployed fast in order to avoid this
outcome; and if the cause of the current high numbers is low labour market demand,
the solution in the short term has to be to stimulate demand.

Our job as a Commission was not to weigh into the ongoing major public debate

as to whether the Government should adopt a looser fiscal policy to create that
labour market demand, but to consider what steps we can take to reduce youth
unemployment (and in particular, long-term youth unemployment with all its scarring
effects) irrespective of the pace and depth of fiscal tightening. Our conclusion is that
even within the Government's fiscal plans, we could do more to support young people
to avoid the perils of long-term unemployment.

We have deliberately chosen not to dwell on the debate for or against the Future Jobs
Fund in this regard. It did some good; it was markedly popular with young people (and
the voluntary sector) who saw it as providing ‘real jobs’; but like any such programme
it also had its flaws. The important thing now is to learn from what worked well and
what did not, and this is what we have sought to do as the basis for some of our
recommendations below.

4 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
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The Government's current plans to stimulate labour market demand for young people
come in the form of the "Youth Contract’, which will provide:

* a subsidy for employers taking on any young person through the Work Programme.
The subsidy will be worth up to £2,275 each for private and voluntary sector
employers who take on an |8- to- 24-year-old from the Work Programme, and
the Government anticipates making 160,000 such subsidies available over the next
three years (an average of just over 53,000 per year)

* two- to eight-week Work Experience placements, during which young people
continue to claim benefit but are not paid by the employer giving them the
placement. The Government plans to make at least 100,000 places available in each
of the next three years.”

However, whilst there is merit in some of these ideas, the package will only support

a minority of those who need help. The Youth Contract will provide on the most
optimistic estimates just over 50,000 subsidised jobs and 100,000 work experience
placements in 2012 — compared to over 250,000 young people who have already
been unemployed for more than a year, and a further 200,000 young people who
have been unemployed for 6 to 12 months.® It is also worth noting that some previous
wage subsidies have suffered from very low take up amongst employers. For instance, a
wage subsidy established in 1995 helped only 2,300 people.” The incentives for Work
Programme providers to make the subsidy a success are stronger than anything we
had in 1995, but the economy is not growing as it was then, so if take up does not
materialise, the subsidy will need to be made substationally bigger to have the desired
effect.

The majority of the placements available through the Youth Contract will be work
experience opportunities rather than subsidised jobs, but whilst both can be valuable,
we heard consistently that ‘real work with a real wage' tends to be more beneficial (if
more expensive) than short work experience placements. The latter are potentially
valuable, but they are no substitute for lagging labour market demand.

Our view is that the scale and urgency of the youth unemployment crisis requires a
bigger labour market stimulus in 2012 that is currently on the cards.

The Office for Budget Responsibility (OBR) forecasts unemployment continuing

to rise until the end of 2012, whereafter it is expected to fall gradually. From that

point, previous experience suggests youth unemployment would fall faster than
unemployment amongst older adults, youth unemployment being more sensitive to the
economic cycle.

We therefore recommend that the Government should rebalance the Youth
Contract, bringing forward the third year of spending into 2012, with a view to
doubling the number of subsidised jobs available in 2012.

In addition to this temporary stimulus, in chapter 6 we propose a permanent change
to the welfare state, whereby young people who have still not found a job after |
year on the Work Programme are guaranteed a part-time ‘First Step’ job, combined
with intensive support to find unsupported employment, with providers paid by
results. We set out more detail on this proposal in chapter 6.

5 http://dwp.gov.uk/docs/youth-contract-details.pdf. The Youth Contract also sets aside extra investment to be spent on the most
disadvantaged |6- to- |8-year-old NEETs and additional spending on incentives for employers to take on apprentices.

6 Labour Force Survey

7 P.Bivand, L. Gardiner, D. Whitehurst & T. Wilson, Youth unemployment: a million reasons to act? (CESI, 2010)

Youth unemployment: the crisis we cannot afford

I sqol jo agde1ioys ajelpawiwl ay | :¢ Jaideyd

w
w


http://dwp.gov.uk/docs/youth-contract-details.pdf

&

F
Youth Unemplayia
-

rr
.

_—
»
L



I Chapter Four

Preparation for work
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I_Preparation for work

If the cause of the recent rise in youth unemployment to crisis levels has been driven
primarily by low labour market demand, that still leaves us with the need to explain Britain's
structural youth unemployment problem — in other words, how it is that even when the
economy is booming, 7-9% of young people become long-term NEET after |6.

It is clear that many of these young people are not being equipped with the skills and
qualifications they need to progress into useful further education or work, and that for the
broader half of young people who do not go to university there are serious educational
questions to address.

4.1 Too many end up with poor qualifications, or none at all

The table below compares the qualifications of the 5 groups of young people
(approximately 9% of the total) whose labour market trajectories from 16 to 21 are
a potential cause for concern with the 91% of young people who spent those years
either in education or making a successful transition from education to work. It shows,
for instance, that young people whose trajectory from 16 to 21| is characterised by
long-term worklessness are more than 4 times more likely to have no qualifications
than those young people who make a successful transition from education to work
over the same period.

Young people’s qualifications by labour market trajectory

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

B | or more GCSE A-C
B | or more GCSE D-G
B No qualifications

Source: NIESR research for the Commission, presented in Annex C

Similarly, of the roughly 7% of | 6- to- 24-year-olds who experienced a year or more
NEET even when the economy was booming, 80% had fewer than five good GCSEs
(compared to 40% for all young people), and 55% had no GCSEs at all (compared
1020% for all young people).'

I ‘5 good GCSEs’ understood as 5 GCSEs at grade A-C. See Annex D for more detail.
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All of this is consistent with a growing body of evidence that employers value
qualifications which they see as signals of useful skills, and particularly those relating to
numeracy and literacy skills.2

The combination of a disadvantaged background and poor qualifications are a startling
predictor of a young person’s likelihood of having a labour market trajectory from 16
to 21 likely to cause concern. We estimate that a young man with | or more GCSEs
at grade A-C, whose parents are employed and have high-level qualifications, faces a
|96 probability of ending up ina 16-21 trajectory likely to cause concern. By contrast,
a young man with no GCSEs, whose parents are unemployed and have low-level
qualifications, faces a 30% probability of ending up in a 16-21 trajectory likely to cause
concemn.?

We also know from other sources that ‘soft’ or ‘employability’ skills (such as self-
discipline, the ability to communicate and work confidently with others, the ability

to concentrate and motivate oneself to pursue and complete a task, the ability to
empathise with others) are valued by many employers. Employers we spoke to were
clear on the importance of these skills, and research has shown both that there are
wage premiums attached to some of them, and that they may be becoming more

It appears likely, however, that whilst most young people do acquire these skills, the
minority on the receiving end of Britain’s structural youth unemployment problem
sometimes do not, and this constitutes a barrier to their finding work. For instance,
the UK Commission on Employment and Skills (UKCES) found that the minority of
employers who recruit young people report them to be well prepared for work,
but also found poor employability skills featuring highly on the list of complaints
made by those who found young people poorly prepared.® Similarly, the discussions
we had with employers suggest that while most young people do acquire the soft
skills they need to succeed in work, a small minority do not — and for them, the lack
of such skills is a major barrier to employment. Many of the submissions made to
the Commission by voluntary organisations and Connexions advisers emphasised
the low levels of confidence and soft skills that many of the ‘hardest to help’ young

Taking part in extra-curricular activities and volunteering opportunities, often run by
voluntary organisations, can be an effective way for young people to gain these ‘soft’
employability skills — particularly those most disengaged from statutory services — and
a number of studies have pointed to the value of volunteering in this regard.®

Many contributors to the Commission made similar arguments for the value of high-
quality youth work. But much of this kind of provision for young people is being
discontinued as a result of funding cuts: the Education Select Committee has raised
alarm at cuts to youth services in 201 | (which in some local council areas have been

Research for the Commission by Paolo Lucchino & Richard Dorsett, NIESR, presented in Annex C

For a summary of some of the evidence, see J. Birdwell, M. Grist & J. Margo, The Forgotten Half (Demos, 201 1), p.50-51
UKCES, The Youth Inquiry: employers’ perspectives on tackling youth unemployment. The evidence base (201 1)

E.g. M. Grist & P. Cheetham, Experience Required (Demos, 201 I); IVR, Formative evaluation of v, Final Report (2011)

4.2 Too many will lack ‘soft’ or ‘employability’ skills
important as the service sector grows as an employer.*
unemployed suffer from.
up to 70, 80 or even 100%).

2 Seee.g. A. Wolf, Review of Vocational Education — the Wolf Report (2011)

3

4

5

6

7

House of Commons Education Select Committee, Services for Young People (201 1)
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We also heard from a range of voluntary organisations that their ability to offer
volunteering opportunities is being reduced by reductions in their public sector funding.

4.3 Too few are equipped with a good understanding of the labour market

Submissions to the Commission echoed the recent findings of Ofsted and the Wolf
report: that many young people have a poor understanding of jobs available in the labour
market or opportunities in further education and what they need to do secure them.®
Too many young people are not getting enough access to sources of information, advice
and insight.

Some young people can rely on their parents for information and advice about careers,
but the most disadvantaged cannot. Parents from more disadvantaged backgrounds are
more likely than their peers to feel that they do not know enough to give their children
advice about what to do post-16° — and for some young people, such as those who have
run away from home or those in the care system, parental advice is simply not an option.

Young people do not get enough contact with employers. Contact with employers
during education appears to have positive effects for young people, and to be valued

by them, but many are not getting it. A survey of over 300 | |- to- |8-year-olds for

the Education and Employers Taskforce found that young people who had had careers
advice from 4 or more employers were almost twice as likely as those who had had

no contact with employers to report having a good idea of the knowledge and skills
they needed for the jobs they wanted to do, and were more than twice as likely to

feel confident about finding a good job. The same survey found that large numbers of
young people want more contact with employers in education.'” Yet a separate YouGov
survey of just under 1,000 |9- to- 24-year-olds found that 30% could remember no such
employer engagement in their education. This lack of contact with employers appears to
be particularly pronounced amongst young people from less privileged backgrounds."

Young people do not get enough high-quality professional careers advice. Professional
careers advice can be beneficial if it is high-quality,'? but there are widespread fears that
schools (who now have the responsibility, formerly residing with the Connexions service,
to provide impartial careers advice on stretched budgets) will not be able to provide
advice and guidance to the necessary quality or with sufficient impartiality.

Ofsted recently found in a survey of |0 local authorities that “in all the authorities visited,
inspectors found examples of carers, residential staff, teachers and tutors who were
providing advice and guidance to young people but who had too little knowledge and
understanding of the full range of options to do this effectively.”"

With pressure on non-ring-fenced resource, many contributors to the Commission
expressed the fear that this would become more common, and also argued that the

8 Ofsted, Reducing the numbers of young people not in education, employment or training: what works and why (2010); A. Wolf, Review of
Vocational Education — the Wolf Report (201 I)

9 Submission to the Commission by the Education and Employers Taskforce; J. Birdwell, M. Grist & J. Margo, The Forgotten Half (Demos,
2011)

10 Education and Employers Taskforce, Helping young people succeed: how employers can support careers education — increasing and improving
employer involvement in providing young people with careers education, information, advice and guidance (2010)

I'l' Education and Employers Taskforce, submission to Commission

12 ILO & OECD, ‘Giving youth a better start’ (Policy note for G20 summit, 201 1); T. Hooley, J. Marriot & J. Sampson, ‘Fostering college
and career readiness: how career development activities in school impact on graduation rates and students’ life success’ (Derby:
International Centre for Guidance Studies, 201 1)

I3 Ofsted, Moving through the system — information, advice and guidance (2010)
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duty to provide impartial advice would not be strong enough to prevent many education
providers from steering young people to stay on with them, given the financial incentives for
providers to keep hold of learners post-16. Many were particularly concerned that schools
would not promote apprenticeships to young people. Others pointed out that those young
people who do not engage with school will not benefit from a school-based service — a
particular concern given the criticisms levelled by Ofsted at the provision of information and
advice in some other settings."

4.4 Too few get access to high-quality work experience

4.5

The evidence suggests that work experience during education can be a highly effective
way to give young people a taste of the world of work or of particular jobs, and to help
them develop employability skills."> The CBI have argued that “it is hard to overstate the
potential importance” of work experience for young people’s future employability,'® whilst
the Wolf report argued that provision of work experience through the education system
is becoming steadily more important as a result of labour market trends (with employers
less ready to take on under-18s as employees), and should be given greater priority.'”
Research by Demos suggests that when work experience is of good quality, it is the most
disadvantaged young people who benefit the most.'®

However, currently work experience placements are too often short, of poor quality, with
young people given little to do and the placement poorly linked to their wider education
or the advice and guidance they receive.” There is also some evidence of a correlation
between work experience placements being at a lower level and low socio-economic
status of schools.”®

The partnerships required to support young people with complex needs
to succeed in education are too often lacking

Young people with complex needs will need additional support (often from a non-
educational provider) if they are to succeed in education. For instance, many young
people have caring responsibilities, most often for a mother or sibling. In some cases
caring responsibilities require young people to give up significant amounts of time and
put considerable emotional strain on them (for instance, if they have to deal with the
aftermath of a drinking binge or an overdose attempt).

Research by the Princess Royal Trust for Carers in 2008 found that over a quarter (27%) of
young carers aged | |-16 experience educational difficulties or miss school because of their
caring responsibilities, and that whilst some teachers are supportive, many schools do not
know when a pupil is a carer, or even punish them for caring.?' Some young carers drop
out of school as a result.”? Better communication and partnership working between schools
and voluntary organisations supporting young carers is likely to be key to overcoming these
issues.

14 Ofsted, Moving through the system — information, advice and guidance (2010)
I5 UKCES, The employability challenge: full report (2009)

16 CBI, Action for jobs (2011)

17 A. Wolf, Review of Vocational Education — the Wolf Report (201 1).

18 .
19 J.
20 ).

Margo et al., Access all areas (2010)
Birdwell, M. Grist & J. Margo, The Forgotten Half (Demos, 201 1); CBI, Action for jobs (201 1); submissions to the Commission
Birdwell, M. Grist & ). Margo, The Forgotten Half (Demos, 201 I)

21 Princess Royal Trust, submission to Commission
22 Suffolk Family Carers, submission to Commission
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Similarly, many young disabled people will face additional barriers to success in
education. Young disabled people are more likely than their peers to have considered
dropping out of learing, and pupils with a long-term limiting health condition or
impairment are more likely than those without to say that they have experienced
problems with a member of staff, difficulty keeping up with the standard of work
required, problems with other students, difficulty maintaining their personal motivation,
or extra help they were promised not being provided.?® Yet we heard that too often
disabled young people are not getting the extra support needed to overcome these
issues. Some young disabled people also struggle to access extra-curricular activities
likely to build up their employability skills because they cannot access suitable transport
or, in the case of many deaf young people, communication support.?* Better partnership
working between education providers, care services, transport, voluntary organisations
and others is likely to be key here.

These examples are far from exhaustive: similar partnerships can help tackle truancy,
support young people with special educational needs, and so on — and too often they
are lacking. We cannot expect schools to deal with all of these issues themselves. It is
right that they focus on the teaching that they do best. But we do need them to be
able to bring in others to provide extra support where necessary if all their pupils are
to achieve their full potential.

4.6 Solutions

4.6.1 Education providers need stronger incentives to prepare the most
disadvantaged young people for progression towards work

It is clear to us that an important cause of our failure to prepare a minority of young
people for progression into further education or work is the lack of appropriate
incentives in the education system. We heard repeatedly that schools:

* are forced to prioritise other areas over preparing young people for the world
of work. The incentives they operate under have pushed them to focus on
supporting young people to get qualifications that count in the league tables
(which has not always been the same as what counts in the labour market). There
are also incentives for schools to retain young people into sixth-form where they
have one. Staying on in education and training after 16 is a good thing — after all
the alternative, if not work, is what in other countries would be called becoming a
‘drop out’. But the weakness of the offer in some cases means that young people
are staying on for inappropriate studies for which they are not well-prepared.

* do not have strong enough incentives to focus on the ‘bottom 0% most likely to
become long-term NEET. Instead, the incentives they operate under push them
to focus on those young people who with further support could achieve the ‘5
good GCSEs' central to the league tables

In other words, for too many schools there is a gap between what they are judged
on, and what makes for the long-term success of some of their most disadvantaged

pupils.
23 Scope, submission to Commission
24 National Deaf Children’s Society, submission to the Commission
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Many headteachers want their schools to improve the life-chances of their pupils most
likely to become long-term NEET, and many want to prepare all their pupils for the
world of work. We heard examples of excellent practice, with some schools forming
partnerships with voluntary organisations to reduce absenteeism or exclusions, or to
support young people with caring responsibilities. We heard of innovative schemes to
give young people more contact with the world of work: schemes such as BITC's growing
Business Class initiative, which brings together clusters of schools and businesses to work
together (so that in Coventry, for instance, local employers are supporting students with
interview skills, mentoring for disaffected students and work inspiration placements);

the Education and Employers Taskforce's ‘Inspiring the Future’ scheme, a free service

for schools which gets employees from all sectors and professions to volunteer to give
short career insight talks in state schools and colleges (soon to be expanded to include
other activities such as mentoring and provision of work experience); or the UK Careers
Academy Foundation, which works in |20 schools and brings businesses in to offer
mentoring and a six-week paid internship at the end of year |2.

But this kind of support is too often in spite of the incentives placed on schools, not
because of them. The result is that the attainment of the lowest-achieving young people,
links education providers have with employers and voluntary organisations, their provision
of careers advice and work experience placements, and their work on employability skills
are too often poor.

We therefore welcome many aspects of the Wolf report, including its recommendations
that the Government introduce a performance indicator which focuses on the whole
distribution of performance within a school, including those at the bottom end of

the distribution, and that funding and performance measures in the education system
should promote a focus on English, Maths and work experience. We welcome too the
Government's plan to publish ‘destination measures’ so that education providers can

be judged in part on what the young people they have taught go on to do, and the
Government's plan to publish measures of the attainment and progress of children in
receipt of the pupil premium.

However, schools are also receiving messages that point them away from seeing
themselves as the place where young people take their first steps towards work: the
Government is removing the statutory right to work-related learning for all 14-16-year-
olds in England, and the evidence we heard suggests that Ofsted inspections are not a
powerful force for encouraging education providers to improve the degree to which they
prepare young people for progression towards the labour market.

We also heard examples of other agencies (e.g. social care services in planning the
transition from children'’s to adult services for young disabled people) having little regard
for young people’s future employability, even though they have a major impact on it.

We recommend:

* The Government should retain the statutory right to work-related learning for all
|4- to- 16-year-olds in England, and undertake a drive to improve the quality of it.
The Wolf Report’'s recommendation to increase work experience provision after age
|6 should come on top of earlier work experience rather than replacing it.

* The Government should review the degree to which Ofsted inspections encourage
providers to prepare all young people for progression towards work, with a view
to making them a far more potent force in this regard. Any such review should

Youth unemployment: the crisis we cannot afford
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4.6.2

include the role Ofsted might play in assessing the use of the pupil premium and
Bursary Fund,” assessing links between education providers and businesses, assessing
the quality and impartiality of careers advice in schools, and the weight put against

any such assessments. Where Ofsted finds that the pupil premium and Bursary Fund
are not being used to prepare the most disadvantaged pupils for progression towards
work, the Government should make the premium conditional on progress. This focus
on preparation for employment should not be restricted to inspections of schools but
should cover all agencies inspected by Ofsted and with responsibility for young people
(including, for instance, transition processes between children’s and adult social care)

Schools should see it as central to their job to prepare all their pupils for
progression towards work, and should start preparing now for the range of
incentives that will come their way to that effect

Employers need to engage more with young people as they are prepared for
progression towards work

It is not just up to the education system to give young people exposure to and
understanding of the world of work - there is a responsibility for employers too. As
the CBI have said, “as businesses, we should not be complaining from the side-lines —
it is our duty to get involved and help in the process.”*

We recommend:

* All employers should challenge themselves to do more to support young
people to prepare for the world of work (and build their workforce of the
future). There are a number of schemes which make this easy and not overly
time-consuming. For instance, the Education and Employers Taskforce's Inspiring
the Future programme arranges for employee volunteers to speak to school
pupils about their work — it is free, takes 5 minutes to sign up to online, and then
involves a short speaking slot at a school in a location picked by the volunteer.
Engaging with young people as they prepare for the world of work brings
employers clear business benefits too (for instance, access to a wider talent pool
for recruitment, the positive effect on staff morale).

Public sector employers should take a lead in engaging with young people in
education, offering more work experience, encouraging employees to mentor
disadvantaged young people, and going in to schools to provide inspiration, advice
and guidance.

* The public sector should make more use of its procurement spend, requiring
contractors to provide opportunities for young people or giving them preference
over other bidders through ‘social clauses’ in contracts. These opportunities
could include work experience placements, mentoring, or engagement with local
schools.

In areas where youth unemployment is particularly high, our proposed Youth
employment partnerships (see chapter 7) should be allowed to experiment
with other incentives for engaging business, such as lower business rates for
companies engaging with young people in education or offering young people
work experience opportunities.

25
26

i.e. the successor to the EMA
CBI, Action for jobs (201 1)
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4.6.3

4.6.4

Young people in work should act as mentors to those who are not

We heard from some voluntary organisations that the people best equipped to
motivate the young de-motivated are other young people who have successfully
found employment — especially those who have had to work their way up.
Similarly, young people who have recently got into work will often have a better
understanding of the routes into work, a particular job or a particular sector than
people who made that transition many years ago.

We recommend that every young person under the age of 25 who has held
down a job for a year should be asked to mentor other young people to help
them do the same.

The support they give should vary in intensity — from speaking about work in a local
school to mentoring someone who has been long-term out of work.

With the minimal investment required to coordinate such an effort, a wide range
of voluntary organisations, some already doing similar things, would be well placed
to organise this initiative so that the right young people in work gave appropriate
support to the right young people not yet in work or not yet in the labour market.
The scheme should be opt-out rather than opt-in, so that the presumption is that
those who have made their way onto the career-ladder will help those who are
yet to do so. We believe there would be strong willingness to participate by young
people, and real benefit for all concemed.

Again, our proposed Youth Employment Zones (see chapter /) would be a good
place to start trialling this idea.

There needs to be a vehicle for education providers, businesses and
voluntary organisations to work in partnership

We heard that schools and other agencies too often lack the structures to work in
partnership with one another, even where the will is there.

For instance, although some national organisations (such as the Education and
Employer Taskforce and Business in the Community) provide support for businesses
and schools to work together, the demise of funding for local Education Business
Partnerships means that in many areas this structured interface will not be there.

As the CBI has argued, “there is no clear mechanism for coordinating employer
efforts.”%

A similar scenario applies for some of the partnerships between schools and
voluntary organisations outlined above to support young people with complex
needs.

We recommend that key organisations from the public, private and voluntary
sectors in any locality should come together to form Youth Employment
Partnerships with a view to providing a locus for that kind of collaboration. Drawing
on the experience of ‘community budgets’, Whitehall should strike ‘deals’ with these
local partnerships, giving them greater support partly in retumn for that step change
in cross-sector collaboration. We set out how these partnerships could work in
chapter /.

27 CBI, Action for jobs (201 1)
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I Chapter Five

The transition from
education to work
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I_The transition from education
to work

The support that young people receive as they seek to make the transition from education
to work is also key to understanding Britain's structural youth unemployment problem.

5.1 The transition period straddling education and employment is key
to young people’s future success, but for too many it simply does
not work. The Government’s plan to raise the age of participation in
education in England gives us a once-in-a-generation opportunity to put
that right.

The international evidence suggests that the transition from education to work is a
crucial one, and that youth unemployment is often low in those countries that get it
right.

For the most privileged young people in Britain, it is a transition which is clear and
well-managed: a clear academic route (GCSEs to A-levels to university to graduate-
level job) is accompanied by opportunities to gain experience of work (through work
placements or internships) and advice and guidance in school or through informal
networks (parents, parents’ friends).

By contrast, for the least privileged 0% (those headed for years of unemployment
or inactivity by the age of 16, often from disadvantaged backgrounds and/or with
multiple problems), this transition lies somewhere between the chaotic and the non-
existent, as we outline in more detail below.

The Government's plan to raise the age of compulsory participation in education in
England from 16 to 18 is a unique opportunity to put this right, and to improve the
education-to-career transition for those most at risk of becoming long-term NEET.
But it is an opportunity we are in serious danger of failing to seize.

That is because simply raising the participation age will not deliver the necessary
change: as one voluntary sector leader told us, unless it is accompanied by significant
reforms elsewhere, raising the participation age is likely to mean simply “two more
years of the same thing as we have now" — in other words, two more years of
provision from which a minority of young people are already worryingly disengaged,
and which clearly does not prepare them for progression into work or further
learning. We fear, however, that that is precisely what we are heading towards. This
would be not only to squander a once-in-a-generation opportunity for reform, but
also to waste vast sums of public money.

Raising the participation age in England needs therefore to be accompanied by far-
reaching reform.

| OECD, Off to a good start? Jobs for Youth (2010); ILO & OECD, ‘Giving youth a better start’ (Policy note for G20 summit, 201 1)
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52 We do not give young people a sufficient range of clear, high-quality
progression routes to follow from education into work.

One of the most striking characteristics of many OECD countries that perform well
on youth employment (such as Germany, Austria and Switzerland) is their ability
to offer young people unwilling or unable to follow a university route into work a
range of high-quality alternatives, often combining a simultaneous combination of
education and experience in work — particularly through apprenticeships.

In Britain, this range of options is too often:

* Limited in supply. The number of young people taking apprenticeships
remains relatively low, and whilst those numbers are growing, they are growing
faster amongst older people (over 25s accounted for /5% of the increase
in apprenticeships between 2009/10 and 2010/11).2 Many companies now
put existing, older employees into ‘apprenticeships’ as a way of giving them
training whilst on the job. We believe there is significant untapped potential
for employers (particularly SMEs) to offer more young people apprenticeships
as a high-quality route for their transition from education to a career. Similarly,
for some groups of young people with particular needs, vocational provision is
simply lacking: Ofsted, for instance, recently reported that there are too often
not enough vocational leaming and employment opportunities for young people
with learning difficulties and/or disabilities after they reach the age of 16.?

Poor-quality: The Wolf Report found that many vocational courses available
to young people post-16 are of limited value in the labour market and last
very little time, so that young people ‘chumn’ in and out of short courses likely
to do little for their future progression.* Similarly, we heard that whilst some
apprenticeships are of very high quality, there is significant variation; employers
also told us of their fears that the apprenticeship ‘brand’ could be damaged by
indiscriminate expansion, and particularly by the use of apprenticeships to give
older existing staff additional qualifications.

Poorly coordinated. We heard that teachers in many schools do not
understand the apprenticeship route, and do not promote it to young people
or their parents. There is often a problem of coordination between employers
(who may express an interest in having an apprentice at any stage of the

year) and schools (whose pupils go through the stages of thinking about and
applying for post-school options according to a clear academic calendar).

For understandable reasons of capacity, contact between the National
Apprenticeship Service and SMEs is limited — and yet SMEs are where as a
country we are hoping growth will come from; in many parts of the country
where large employers are rare, SMEs are the only game in town; and it seems
likely that SMEs would benefit more from support on apprenticeships than large
corporates.

2 House of Commons Library, ‘Apprenticeship statistics’ (November 201 I)

3 Ofsted, Reducing the numbers of young people not in education, employment or training: what works and why (2010); Ofsted, Progression
post-16 for learners with learning difficulties and/or disabilities (201 1)

4 A. Wolf, Review of Vocational Education — the Wolf Report (201 1)
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5.3 There is a particular gap in provision for those who are most likely to
become long-term NEET

The absence of clear, high-quality progression routes is particularly marked for the
most disadvantaged young people, those who are most likely to end up long-term
NEET. For them:

* Apprenticeships are too often out of reach. We believe that the expansion of
apprenticeships is necessary as part of a broad, long-term ambition to offer young
people not taking an academic route post-16 (the ‘forgotten half') a clear range
of high-quality options for progression into work. But we need to be clear that
for many of the 7-9% of young people who currently become long-term NEET
(broadly-speaking a subsection of the so-called forgotten half'), apprenticeships
are currently out of reach. Voluntary sector leaders told us that for some of
the most disadvantaged young people (such as homeless young people or care
leavers) the minimum wage for apprentices (£2.60 per hour) is simply not enough
to live from: these young people will often be better off on benefits, not because
of the generosity of the benefit system, but because the minimum wage for
apprentices is just not financially viable. Even where it is, many of the 7-9% of
young people who become long-term NEET are often not ready to undertake
apprenticeships which are long-term or which require applicants already to have
achieved some qualifications. These young people need pre-apprenticeship
training or alternative routes to work, such as the Prince’s Trust's “Get into” or
“Team” programmes, but which are currently in short supply.

* Many young people in this category will slip off the radar once they reach
16. There are few mechanisms to incentivise them to engage with education,
training or work. Many will have been disengaged from education even when the
law compelled them to stay in education; post- 16 there is no such compulsion
(and will not be when the age of compulsory participation in education rises in
England). Young people do not become the responsibility of Jobcentre Plus and
DWP-commissioned providers (with their ability to use benefits and benefit
conditionality to incentivise engagement) until |8. Many told us that data sharing
between organisations working with young people is poor or non-existent, making
it hard, for instance, for some learning providers actively to seek out NEETs and
engage them in education. Some organisations who work with this group of young
people told us they have to engage them on the street.

* Where provision exists, it is too often low-quality. The Wolf Report was critical
of much 16-18 provision for young people with low-level qualifications (i.e. those
not ready to go onto level-2 courses), arguing that “there is a risk that it will
simply legitimise failure with a significant proportion of this low-attaining group.™

5.4 Solutions

We recommend a range of measures to increase the range, quality and coordination
of the offer available to young people making the transition from education to work.
And to fill the particular gap in provision for those most at risk of becoming long-term
NEET, we call for the creation of a new programme: Job Ready.

5 A Wolf, Review of Vocational Education — the Wolf Report (201 1)
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54.1

Education providers and businesses need better incentives and support
structures to work together to expand the number of progression routes
post-16

Just as with the preparation of young people for the world of work, we met
head-teachers and employers who were passionate about giving young people
(including some of the most disadvantaged) clear, high-quality progression routes
from education into work: the Wirebelt Company in Kent, with its long tradition
of taking on local young people as apprentices; nearby Sittingbourne Community
College, championing apprenticeships to its students and supporting them to
find placements; National Grid, offering training to young offenders inside prison
and then taking them on after release; Kier Building Maintenance, which runs
programmes specifically designed to engage single parents, children leaving care and
others in work experience and training.

The challenge is to get more education providers and more employers to engage in
this kind of activity. To that end, we recommend:

* At a local level, responsibility and accountability for ensuring a wide range
of progression routes from education to work needs to be clearer. We
call for relevant organisations in the public, private and voluntary sectors
to come together to form Youth Employment Partnerships to oversee and
be responsible for an expansion in the number of high-quality progression
routes available to young people. This local activity should be particularly
focused on unlocking the potential that exists within SMEs. We set out how
these partnerships would work in more detail in chapter /

Public sector employers should take a lead in providing young people with
work-based progression routes such as apprenticeships. They should see
this as their role particularly with regards to young people facing multiple
disadvantages: every local authority, for example, acting as a ‘corporate parent’,
should provide children leaving their care with a progression route such as an
apprenticeship in-house or elsewhere. Some already do; others have little idea
where their care-leavers go on to after |6.

* The public sector should make more use of its procurement spend, requiring
contractors to provide apprenticeships for young people or giving them
preference over other bidders through ‘social clauses' in contracts. Some
agencies already do this: for instance, Kent County Council will include in
contracts worth more than £1 million a requirement that the provider deliver
one apprenticeship per £ million spend on labour.

In areas of particularly acute youth unemployment, our proposed

Youth employment partnerships should be allowed to experiment with
other incentives for engaging business, such as lower business rates for
companies engaging with young people in education or offering young people
opportunities. We set out more detail on how Youth Employment Partnerships
could work in chapter /.

* To make coordination between schools and employers offering
apprenticeships easier, the National Apprenticeship Service, working with
local partners, should establish a ‘UCAS system for apprenticeships’, with a
greater number of employers making apprenticeships available for young people
to apply for at the same time as their peers apply for college or university. The
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aim should be for this to be as near as possible to a universal listing service.

* The Government should ensure the quality of apprenticeships. A poor quality
apprenticeship is worse than no apprenticeship — for the young person concerned,
and for the reputation of the system as a whole. An expansion in apprenticeship
numbers without proper safeguards on quality would be to do more harm than
good.

In addition to these measures, the incentives on education providers outlined in chapter
4 should help not just with preparing young people for progression towards work, but
with the transition period straddling education and the labour market too; encouraging
schools to build better links with apprenticeship providers, for instance.

5.4.2 We need a new programme to support the most vulnerable with the
education-to-career transition: a Job Ready programme

Even with better incentives on schools and businesses to prepare young people

for the labour market and to support them in the transition, some of the 7-9% of
young people who currently leave education and become long-term NEET are likely
to continue to do so, such is their level of disengagement and the acuteness of the
barriers they face to working.

When the age of compulsory participation in education is raised in England, ‘more
of the same’ simply will not help this group. We need to seize the opportunity
presented by the rise in the participation age to refashion the education-to-labour
market transition of this minority of young people. This needs to go beyond better
coordination, targeting, data-sharing and so on, necessary though those are. It needs
to strike a new deal with the most disadvantaged and disengaged young people,
providing them with a new offer in return for their getting back on track through
education and into work.

There are voluntary organisations who provide this kind of ‘deal’; intensive
programmes such as Tomorrow's People’s “Working it Out”, or Barnardo's “Step
Up" schemes, often involving a mixture of work experience, community work,
training and addressing other issues young people face in their lives. But too often
we heard that this activity is piecemeal, time-limited, and involves charities scrabbling
money together from a variety of statutory and philanthropic funders.

Youth unemployment: the crisis we cannot afford



Barnardo’s Step Up programme

The Step Up partnership works with a range of agencies (e.g. schools, colleges, pupil
referral units, youth offending teams) in each local authority to identify those young
people most at risk of being out of education, employment or training. Young people
begin a 26-week programme tailored to their individual needs with the goal of
sustaining engagement in education, employment or training.

An experienced personal development mentor is assigned to each young person
(meeting with them for one hour per week for the first |3 weeks, and for one hour
per fortnight thereafter) to provide a range of support, including: information, advice
and guidance, one-to-one mentoring and support, and coordination of the young
person’s personal programme throughout the 26-week engagement.

The programme offers three flexible pathways to sustained education, employment
or training. The Fast Trax pathway offers an alternative to mainstream education for
|4 to | 6-year-olds and vocational training to |6 to |9-year-olds. The Learn 2 Earmn
pathway focuses on continued and further education for 14 to |9-year-olds through
e-learning, signposting, and coaching to prepare young people for further education
at school, college or university. The Way to Work pathway is for young people who
choose to enter employment with training at age |6, and includes: short-term work
experience, work taster courses and employer presentations, providing a window
into a wide variety of sectors and roles, employability and work preparation, training
focusing on career aspirations, teamwork, conduct at work, dealing with authority,
communication and soft skills, pre-apprenticeship support, apprenticeships and ring-
fenced paid employment opportunities with Barnardo's partner organisations.

In addition to all three pathways, the programme offers ‘Break Out’ activities delivered
by partners and a diverse range of specialist providers that complement each young
person’s education, employment or training. These activities ensure sustained
engagement by enhancing young people’s self-confidence, raising their aspirations,
increasing their self-discipline and providing an opportunity for new experiences.
Activities are allocated through ‘Break Out’ credits that can be used at any time over
the 26-week engagement. Activities include sports leadership, outward bound events,
community projects and volunteering, and enterprise and entrepreneurial training.

We propose making this kind of offer available to all young people through a new
programme: Job Ready. This would be designed and delivered locally, and aimed at getting
the 7-9% of young people who currently leave education at |6 (often having disengaged
before) and become long-term NEET back on track. A Job Ready programme would:

* Aim to reduce the proportion of young people who leave education at |6 (often
having disengaged well before then) who go on to become long-term NEET. It would
engage with them in education to prevent them dropping out, and after education
should they become NEET to get them back on track — on a trajectory towards
work rather than long-term detachment from the labour market. Recent research
by academics at the University of Bristol® suggests that such would most effectively

6 ]. Britton, P. Gregg, L. Macmillan & S. Mitchell, The Early Bird... Preventing Young People from Becoming a NEET statistic (201 1)
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start at around age 14, aiming to prevent young people from dropping out in the first
place, and continue up until age 18 (when young unemployed people become the
responsibility of Jobcentre Plus).

Be jointly commissioned at a local level by a range of partners dealing with young
NEETs/those at risk of being NEET. We would envisage our proposed Youth
Employment Partnerships (see chapter 7) undertaking this joint commissioning,
allowing targeted amounts of additional investment (such as the £150 million
announced in the Youth Contract for |6- to |8-year-old NEETS) to leverage
significant local resources.

Be delivered by one voluntary or private sector organisation, or consortia of
organisations, in each locality. This organisation or consortia would have clear
accountability for the group involved, and would be commissioned as far as possible
on the basis of outcomes (e.g. reducing NEET levels amongst | 6- to |8-year-olds),
but would have maximum freedom to design schemes based on local circumstances
and their own expertise

Be combined with an element of conditionality as part of the ‘deal’ with these young
people who are currently too often highly disengaged. That ‘deal’ might consist of

a financial allowance (as many voluntary sector schemes such as those highlighted
above currently provide) or advantages such as subsidised transport or additional
housing support in return for engagement in the programme.

Potentially make use of social impact bonds, with private sector and philanthropic
investors putting in the initial funding, to be repaid by the public sector once
reductions in |6-to |8-year-old NEET levels had been achieved (we explore the
potential for social impact bonds in more detail in chapter 8)

Be piloted in our proposed Youth Employment Zones, with a view to a national offer
being in place by the time the age of compulsory participation in England is raised to
8.

The figure overleaf illustrates the role that Job Ready would play: giving one organisation
(or a consortia of organisations) the clear responsibility for intervening in education and
afterwards to ensure that young people do not disengage, but rather are propelled on their
way towards work.
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The Job Ready programme

Youth Employment Partnerships

Use pooled budgets to commission one organisation (or one consortia of organisations)
to provide the Jobs Ready programme, on the basis of results, with potential for use of social impact bonds

Up to age 16 Age 16— |8 Age |8+

Education &
preparation for
work

Education-to-work
transition

Back-to-work support

For those at risk of dropping out
pre-16/those who do drop out
post-16 and become NEET, Job Ready -
programme prevents them dropping
out/gets them back on track Job Ready programme
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I_Support in the labour market

After a poor preparation for the world of work and a chaotic transition period following
education, the forgotten half of young people not going to university (and in particular the
7-9% of young people most likely to become long-term NEET) face a hostile labour market.

Today, in the wake of a recession and continued low growth, that labour market is
particularly difficult, but there are longer-term problems too, which contribute to Britain's
structural youth unemployment problem and which require permanent changes as opposed
to temporary stimuli.

There are also some common myths about the labour market which need busting.

6.1 Immigration and the benefit system are largely red herrings, and the

minimum wage has not yet caused youth unemployment to rise

In the main, the benefit system does not disincentivise young people from working.
We did hear of cases where inflexibility in the way benefits and other support are
provided, or fear surrounding how they might change, made it harder for young
people to take on jobs or volunteering opportunities that would make them more
employable. For instance, we heard of one case of young people in care receiving
poor advice on the impact employment would have on their benefits, making them
scared to apply for a job'; and of another case of young people worried about the
impact employment would have on their levels of housing benefit.2

But in the main it is clear that the benefit system does not disincentivise young people
from working. Analysis undertaken for the Commission found that 81% of |6- to

| 7-year-olds not in employment, education or training claim no benefits at all, and the
equivalent figure for |8- to 24-year-olds is 35%. Those young people who do claim
benefits would be significantly better off in work, on average earming an extra £2,300
- £3,700 per year in employment.’?

Equally, immigration does not appear to lead to youth unemployment. Academic
research finds either no evidence that immigration results in rises in youth
unemployment, or evidence that it causes a rise which could only explain a

fraction of the rise in NEET levels in the UK between 2004 and 2008, whilst our
examination of the rise in NEET levels after 2004 could find no positive link to
immigration (indeed the rise in NEET levels was highest in some of the regions

least affected by immigration).* A further recent report by the National Institute for
Economic and Social Research (NIESR) found no impact from migration on claimant
unemployment.

Similarly, research undertaken for the Commission found that the minimum wage
appears not to have been a significant contributor to the rise in youth unemployment
before 2008, with a big majority of employers paying young people above the minimum

wage, and that majority staying relatively constant over the period in question.

AN W N —

Submission to the Commission from a former Connexions personal adviser

Focus group with young people, 201 |

Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A

Research for the Commission by Jack Britton, University of Bristol, presented in Annex D

P. Lucchino, C. Rosazza-Bondibene & J. Portes, Examining the relationship between immigration and unemployment using National
nsurance number registration data (NIESR, 2012)
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The research (available in full in the appendix) found that the minimum wage could now
start to have an influence on young people’s employment prospects (which the Low Pay
Commission will need to monitor, as they have done successfully so far), but that it cannot
be blamed for the rise in youth unemployment to date.®

6.2 However, too many young people do not get enough support from
the welfare state to find work. The past few years have seen major
reforms to the welfare-to-work system supported by all the main
parties; now we need to complete the journey

6.2.1 Too many young people fall through the net of our welfare-to-work system

The Government's flagship scheme for getting young people (and older jobseekers)
into work is the Work Programme, which sees providers from the private, voluntary
and public sectors paid by results for supporting people into employment.

Young people’s eligibility for the Work Programme (and the degree to which
their referral is mandatory or at the discretion of Jobcentre Plus) depends on their
circumstances. For instance:

* some will be referred on a mandatory basis after 9 months of claiming JSA;

* some will be referred on a mandatory basis after 3 months of claiming JSA (if
they are 18 and were NEET for 6 months prior to starting to claim JSA, or if
they claimed JSA for 22 of the past 24 months, or if they are leaving an offender
institution)

* some can be referred at the discretion of Jobcentre Plus after 3 months of
claiming if they fall into particular categories (e.g. if they are care-leavers, or
homeless)

* some will be referred immediately after their Work Capability Assessment to
determine whether or not they should be on ESA as opposed to JSA

The intention is that those with bigger barriers to work get onto the Work
Programme faster, given that the Work Programme is supposed to provide more
intensive, personalised support than that available through Jobcentre Plus. This, we
believe, is the right principle.

However, the result is that in practice only a small minority of young people will get
access to support from the Work Programme — indeed, DVWP's indicative contract
volumes suggested only about 100,000 young people would qualify a year, a small
proportion of the .4 million NEETs. It is true that many of those |.4 million will not
require intensive support; but there is no doubt that the current system will allow
very large numbers of young people who do need support to fall through the net—
with the result that they are scarred for life by youth unemployment. For instance:

* a young man who ‘chumns’ in and out of spells of short-term employment,
unemployment claiming JSA, and economic inactivity will likely spend significant
periods over the course of his youth out of work. As a result, he will eam less,
work less, and be more welfare-dependent in later life.

6 Research for the Commission by Jack Britton, University of Bristol, presented in Annex D
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6.2.2

But unless he spends a spell of 9 months or more continuously claiming JSA, or
spends 22 months over the course of 24 months claiming JSA, he will never be
referred to the Work Programme and the support it offers; nor will he be eligible
for the subsidised jobs to be available through the Government's Youth Contract.

We do not know how many young people fall into this category, but the anecdotal
evidence we were presented with suggests it is not uncommon.

* a young woman who leaves school at |6, is NEET until 18, and then has a baby (our
research outlined in chapter 2 suggests this is the pattern for | — 2% of all young
people), will only come into contact with the welfare to work system when her
child reaches the age of 5 and she is required to look for work in return for benefit.
That means a potential gap of 7 years out of education or work, with a clear risk of
significant detachment from the labour market.

Given the scarring effects of youth unemployment, and the costs associated with them,
the fact that some young people can fall through the welfare-to-work net in this way
represents a significant problem. The Government has moved to change some eligibility
criteria already: ex-offenders are now fast-tracked to the Work Programme on release.
But there remains further to go.

For some, support is too little, too late

We also have concerns about the intensity of welfare-to-work support available to
young unemployed people at various stages of their period out of work.

Young people do not always get a good deal out of the Work Experience
programme. After 3 months of claiming |]SA, young people become eligible for two-
to eight-week Work Experience placements, during which they can continue to claim
benefit but are not paid by the employer giving them the placement. The Government
announced a significant expansion of this scheme as part of its Youth Contract in late
201 1.

We see value in work experience. It gives employers the ability to ‘try before you buy’,
potentially making them more comfortable with taking the risk of hiring a young person,
and it gives young people the experience of work which employers value. But work
experience schemes must not become a merry go round of long-term placements

in which young people are exploited by employers. It is not clear to us that young
people are always getting a good deal from Work Experience placements. Once they
have agreed to undertake a placement, young people are required to work for up to
30 hours per week for up to two months, or risk losing their benefits. Employers are
required to give young people a reference at the end of the placement, but do not have
to guarantee even an interview for work at the company. When we spoke to young
people, we heard that they were willing to prove themselves to employers through this
kind of scheme; but we also heard anger from some young people who had taken part
that work experience placements had allowed companies to use them as ‘free labour’
whilst leading them to believe something would come of it at the end of the placement.
We also heard trade union fears that the rapid expansion that the scheme is about to
undergo will make this problem more likely rather than less (in the 8 months to August
2011, just over 16,000 work experience placements had been started; this will need to
rise to 100,000 per year).”

7 http://dwp.gov.uk/docs/youth-contract-details.pdf

Youth unemployment: the crisis we cannot afford


http://dwp.gov.uk/docs/youth-contract-details.pdf

6.2.3

If employers are to get up to 30 hours a week of state-subsidised labour for two
months, we believe they need to be asked to give young people a more substantive
opportunity in return. And work experience programmes must not become a substitute
for paid work.

There is a risk that some young people will be ‘parked’ on the Work Programme.
After varying lengths of time claiming JSA (as described above), the Government's
flagship programme for supporting young people into work is the Work Programme,
whereby providers are paid if they get claimants into jobs. Young people on the Work
Programme will also shortly be eligible for job subsidies through the Youth Contract.

Work Programme providers are paid different amounts for supporting different

groups of people into work — if they get those judged ‘harder to help’ into sustained
employment, they will be paid more than they are for helping those closer to the labour
market. Young people coming onto the Work Programme are generally associated with
lower payments. We heard from some Work Programme providers (prime contractors
and subcontractors) that whilst in general this is appropriate (because young people are
often easier to place in work than adults who have been long-term unemployed), in a
minority of cases young people with significant barriers to work could be disadvantaged:
payment could be too low to make it financially viable for the provider to invest

the amount it would take to support them into work. That could mean particularly
disadvantaged young people being ‘parked’ for two years — which our research suggests
would result in their spending 8% less time in work by their late twenties, and earning
12-16% less by their early thirties, with significant costs to the public purse as a result.®

After the Work Programme, a return to benefits remains possible. For those young
unemployed people who reach the end of their two years on the Work Programme
without finding work (likely to be those with particularly significant barriers to
employment), the Government is testing a Community Action Programme: compulsory
30-hour-per-week, 6-month-long community work placements (combined with support
to look for regular work) with a view to rolling out the scheme nationwide in 201 3.

We welcome the principles behind this idea: giving long-term young unemployed
people real work alongside support to move on into unsupported employment.
However, it still leaves open the possibility of a retumn to benefits — a path that we
believe needs closing.

We therefore need to complete the ‘active labour market’ reforms of the past
few years

Over the past few years, there have been significant reforms to the welfare state
designed to help jobseekers into work and to prevent people from becoming stuck

on benefits. These ‘active labour market’ reforms (greater benefit conditionality; more
intensive, personalised support; providers from all sectors increasingly paid on the basis
of results) have largely counted on the support of all the major political parties, and
are in step with reforms being pursued across much of the developed world. As the
sections above make clear, however, there remain issues to resolve. The Government
needs now to act to complete the welfare to work reforms of the past few years.

8 Research for the Commission by Lindsey Macmillan, University of Bristol, presented in Annex A
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The Government should close the holes in the welfare-to-work net by widening
eligibility for support. Just as the Government has made offenders eligible for the
Work Programme on leaving prison (rather than requiring them to claim JSA for 3
months or to get agreement from a Jobcentre Plus adviser), it should review eligibility
criteria and incentives to ensure a) that no young person is able to become detached
in the long-term from the labour market, or stuck in a revolving door between
benefits and short spells of unsatisfactory employment, as happens to substantial
numbers of young people at present, and b) that young people are being referred

to more intensive support at a sufficiently early stage in their unemployment. In both
cases, it is particularly vital to get this right for young people, given the scarring effects
unemployment has when experienced at a young age, and the resultant costs to the
Exchequer.

The Government should step up the intensity of welfare-to-work support for young
people at each stage of their period of unemployment, to reduce the particular
dangers of scarring resulting from long-term youth unemployment. As part of a
three-stage offer, it should:

* Ask employers who offer Work Experience placements to do more for the
young people they take on (e.g. by guaranteeing an interview at the end of
the placement, or providing a degree of work-based training). This would
strengthen the offer made available to young people in their first few months of
unemployment, prior to being referred to more intensive support through the
Work Programme.

* Guarantee a part-time ‘First Step’ job for young people who get to the end of
one year on the Work Programme without finding work, as a stepping stone
to finding unsupported employment. As outlined above, there is a danger that a
minority of vulnerable young people could be ‘parked’ on the Work Programme
without sufficient support for two years, because the financial rewards available
to providers for getting them into work are not high enough to make it viable for
those providers to do much else. Given the scarring effects of youth unemployment,
this could be highly damaging, and ultimately costly for the state.

Our proposal is that to prevent such an outcome, young people who reach a year
on the Work Programme without finding work should be guaranteed a 6-month
part-time job, combined with intensive support from Work Programme providers
to find unsupported employment.

Work Programme providers, paid by results, would continue to have a clear
incentive to support those young people to move on into sustained, unsupported
employment, and the Government should consider the use of ‘golden farewells’
for organisations hosting the young person on a guaranteed job, to be paid once
they moved on into unsupported employment. Young people benefitting from the
scheme would need to be clear that they were being given a ‘first step’ to finding
full-time employment elsewhere - in other words that this constituted a stepping
stone to something else, not the end of the journey.

The guaranteed jobs should be additional (i.e. not replacing existing workers) and
beneficial to the community, provided wherever possible by partnerships of private
and voluntary sector organisations. Taken together they should provide a major
boost to the Government's big society agenda.
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6.3

This part-time job guarantee would give young people the benefits of paid work
(labour market experience, an employer reference, a way out of damaging long-term
youth unemployment), but build on what we have learned from job guarantees in
the past (such as the Future Jobs Fund) to overcome their potential problems. Above
all, making the jobs only part time, to allow for training and job-search, and giving
providers clear incentives to move young people on into unsupported employment,
would address the danger of ‘lock in’ (i.e. of job guarantees keeping young people
away from finding work, rather than helping them to do so more quickly). A part-
time job guarantee would also naturally be far cheaper to run than a full-time
equivalent.

Provide a non-time-limited intermediate labour market scheme for young people
who get to the end of two years on the Work Programme without finding work.
Rather than allowing young people to get to the end of a 6-month work placement
without finding work to then go back onto benefits or into another part of the
welfare-to-work system, the likely very small number of young people who reach the
end of he Work Programme without finding work should be put into an intermediate
labour market scheme, building on the experience of similar programmes in countries
such as Denmark, which provides them with a job plus intensive training and support
to move into regular employment. There would need to be detailed scheme design
to ensure it really made a difference, but for some young people this would mean
committing to helping them for as long as it takes. The providers of any such scheme
would need to be given clear and strong incentives to move young people off the
scheme and into normal work, to prevent the risk of their being ‘locked in' to the
programme.

Taken together, the effect of these proposals would be to complete the welfare to
work reforms that have been underway over the past few years and are continuing
under the current Government: ensuring that there are no holes in the net for young
people to slip through into long-term detachment from the labour market, and
providing intensive but conditional support, paid on the basis of results, so that all
roads lead to employment.

We could also do more over the long term to make job opportunities
av