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PROJECT COMMISSION AND OVERVIEW

Remit for the project:

The Government recognises the need to ensure that New Deal and other mainstream
labour market and enterprise support meet the needs of ethnic minority clients and
that proper lessons are learned from targeted initiatives. The National Employment
Panel (NEP), working with the Ethnic Minority Business Forum (EMBF), will report by
Budget 2005 on measures to encourage employment, self-employment and the
growth of small business for ethnic and faith minority groups. (Pre-Budget Report
December 2004, p82, para 4.45)

Project overview

The project has been overseen by a Steering Group composed of members of the
NEP and the EMBF. It has been chaired by Jeremy Anderson, Head of Financial
Services, KPMG and Deputy Chair of the Panel. Karan Bilimoria, Chief Executive of
Cobra Beer and Chair of the Panel’'s SME Board, and Binna Kandola, Partner, Pearn
Kandola, and Chair of the Panel’s Minority Ethnic Group, have served as Deputy
Chairs for the project.

Staff support has been provided by the NEP and HM Treasury, working in close
collaboration with officials from the Department for Work and Pensions (DWP), the
Department for Trade and Industry (DTI), the Department for Education and Skills
(DIES), the Learning and Skills Council (LSC), and Jobcentre Plus.

Note to reader on terminology:

Enterprising People, Enterprising Places focuses largely, though not exclusively, on
individuals of Black African, Black Caribbean, Indian, Bangladeshi and Pakistani
descent, using categories defined in the 2001 census. For simplicity, throughout
the report we use two general terms in relation to ethnic minorities: in the context
of labour market activity, we use ‘ethnic minority’ individuals or communities; in the
context of business growth, we use the more accepted term, ‘Black and Minority
Ethnic’ (BME) businesses.

We recognise that there is considerable variation in the labour market experiences
within and between ethnic minority groups based on such factors as gender, age,
generation, faith and culture, residence, education and work experience.
Unfortunately, small sample sizes limit existing labour market data and our ability to
undertake reliable analysis at this level or to distinguish between ethnic minorities
who are British and non-British.
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FOREWORD

FOREWORD

FROM JEREMY ANDERSON

In December 2004, the Chancellor asked the National Employment Panel what could
be done to increase the employment and business growth of ethnic minority and faith
groups. He asked that we make our recommendations to him in advance of the
March 2005 Budget.

We wrote to the Chancellor in March with our key recommendations. This report,
Enterprising People, Enterprising Places, follows our letter and contains our detailed
findings and conclusions. It sets out our thoughts on how to capitalise on the
immense resource and talent that exists within ethnic minority communities
throughout the UK today. It also argues that failure to do so will jeopardise the future
productivity and growth of our major economic centres.

We approached this project from two perspectives. First, as an employer-led
organisation, we tried to use our business acumen in tackling a complex problem.
Second, in close collaboration with the Ethnic Minority Business Forum, we undertook
eight weeks of extensive consultation and analysis.

During that time, we met over 150 individuals and held detailed discussions with
employers, political, faith and public sector leaders, grassroots practitioners and local
residents throughout the country. We saw the extraordinary leadership, energy and
ability of individuals striving to improve the social and economic prospects of their
communities and the lives of their families. We also sensed the deep frustration with
progress that is too slow, with public services that don’t meet specific needs, and
with employer practices that undermine access to good jobs.

Enterprising People, Enterprising Places attempts to capture the themes of these
consultations and to suggest policy and operational changes that we believe will
make a difference. Within the time constraints, we recognise fully that we have been
unable to cover all the issues or to recognise the many valuable initiatives that are
already underway in this area. However, taken together, we believe that our findings
are right and our recommendations are sound.

Perhaps the most important and promising of these findings is that, throughout our
consultations, we sensed a real appetite for change — a recognition by public and
private sector leaders that the inclusion of ethnic minorities at every level of the
workforce is not simply an issue of fairness or social justice; it is central to Britain’s
future prosperity. We believe that if we act with boldness, creativity and determination,
there is an opportunity to accelerate significantly the pace of progress.



Many people worked very hard to help make this project successful and give us the
support needed to meet a demanding challenge. In particular, | would like to thank
the members of the Panel and the Ethnic Minority Business Forum, who contributed
so much expertise and time to the Steering Group for this project, and the excellent
cross-departmental team which produced Enterprising People, Enterprising Places in
record time.

The National Employment Panel will continue to take a keen interest in improving the
economic and social position of ethnic minorities in Britain. We hope that this report
will play a part in making a difference to the lives of people in some of our most
deprived communities and help them to increase the vigour of the UK economy.

Sincerely,

Jeremy Anderson
Chair
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EXECUTIVE SUMMARY

In his December 2004 Pre-Budget Report, the Chancellor asked the National
Employment Panel to recommend measures to increase the employment, self-
employment and business growth of ethnic minorities and faith groups. The Panel,

in collaboration with the Ethnic Minority Business Forum, submitted its ten key
recommendations in time for the March 2005 budget. These recommendations have
been accepted by the Chancellor and can be found in Annex A. Enterprising People,
Enterprising Places contains the Panel’s full findings and recommendations.

FIRST PRINCIPLES

Drawing on the expertise of our members and extensive consultations throughout
the country, our report begins with six key principles which we believe are critical to
increasing ethnic minority employment and business growth:

m increasing ethnic minority participation in the workforce is an economic issue that will
be central to the nation’s future productivity and growth;

m the issues of ethnicity and poverty are closely intertwined; to be effective, our
proposals must become an integral part of a coherent local anti-poverty strategy;

m ethnic minority and faith groups within the UK are highly diverse; greater community
consultation and customisation of programmes will be essential to designing successful
policy and delivery in the future;

= increasing ethnic minority employment will require action on both the supply and
demand sides of the market and should build on programmes that are already in place;

m equal opportunity and fairness at work are fundamental principles in a just society;
there must be consequences for discriminatory behaviour; and

m serious and sustained political and business leadership are crucial to increasing
employment and enterprise development opportunities for ethnic minorities.

The Case for Change

From our analysis of the available data about ethnic participation in the labour
market, we draw four broad conclusions which have shaped the recommendations
in this report.

m ethnic minority groups are overwhelmingly concentrated (64%) in five areas: London,
Birmingham, Manchester, Bradford/Leeds, and Leicester. Given limited resources, these
places should serve as the focal points for a concerted effort to increase ethnic minority
employment and business growth;



= to close the gap in employment rates between ethnic minorities and Whites, it will
not be sufficient to assist only those ethnic minorities on benefit; we will need to reach
people who are currently out of the labour market altogether — individuals who are not
working and are not on benefit;

m the skills picture is complex: at one end of the spectrum, a number of ethnic
minorities are over-achieving — gaining more qualifications than their White peers but
are still not securing employment; at the other end, too many are leaving education
with low or no skills and qualifications. Both groups will need special help in making
the transition to work; and

m discrimination, overt and indirect, represents a major barrier to employment for all
ethnic minority and faith groups. Strong leadership and some ‘blunt instruments’ will
be needed to influence employer behaviour.

Connecting Ethnic Minorities to Work

In assessing how well the current and proposed mainstream programmes meet the
needs of ethnic minorities, we conclude that, irrespective of how well the existing and
new welfare-to-work initiatives are designed and operated, they will have little impact
on raising ethnic minority employment rates unless they are better focused on the five
designated cities. We also address:

= the importance of basic skills and ESOL to improving the employability of many
ethnic minorities and the need to expand and raise the standards of this provision;

= the fact that work-based learning and the Apprenticeship system is not serving
ethnic minority young people well;

= the lack of good data makes it difficult to assess how well the FE system is
implementing the Race Relations (Amendment) Act 2000 and, more broadly,
preparing disadvantaged ethnic minorities for sustainable employment; and

= the National Employment Training Programme (NETP) offers real promise for raising
the skills of ethnic minorities in work and additional resource should be targeted on
NETP in the five cities.

Reaching Out to Ethnic Minority Groups

We believe that reaching the 21% of ethnic minorities who are not in work and not on
benefit is an essential step to achieving equal opportunity in the labour market.

Extending services to this group will represent a new undertaking for Government and
additional public investment. It will require resources to support:

m outreach by grassroots and faith groups;

= additional basic skills and ESOL provision;

= work with employers to identify jobs and develop staff cultural competence; and
m intensive provision for disadvantaged young men.

Changes in the existing target and funding regime will also be needed to reflect the
needs of this group.
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Integrated Skills and Employment System

While strengthening mainstream programmes and reaching out to those not in the
labour market are essential building blocks, we do not believe they are sufficient
to close the employment gap between ethnic minorities and Whites. To achieve
this, we propose an employer-led, integrated local delivery system in the five cities.
The rationale for the radical changes that we propose are:

m strong leadership from employers and the ‘pull’ of the labour market is needed
to open more and better job opportunities for ethnic minority and disadvantaged
residents;

m there is no local forum which gives employers a voice to influence the planning
and performance of the supply system which should be responding to their skill and
employment requirements; and

m the local LSCs and Jobcentre Plus operate as two separate but overlapping
systems; the most cost effective way to deliver high quality, flexible services to
disadvantaged people and local employers, is to better integrate programmes
and services.

The strategy we outline is based on the concept of a ‘deal’ between employers and
the local employment and skills systems — a deal in which jobs are offered in return
for qualified candidates. The objectives will be to:

m increase substantially the number of ethnic minorities (and other disadvantaged
residents) who gain good jobs and new careers;

= meet employer demand for job-ready candidates using skill levels 2 and 3 as
the threshold platforms for work;

m encourage fair and effective employer recruitment, retention and promotion
practices;

m create a high-performance, efficient labour and learning market; and

m radically streamline funding and contracting systems to achieve increased
performance and efficiency.

The fundamental changes that we suggest are contingent on 1) securing the
leadership of top employer executives and giving them sufficient authority to achieve
real change within the employment and adult skills delivery system; 2) far greater
flexibility in the use of existing funding systems. To take this work forward, we
recommend that the Panel reconvenes its Welfare to Workforce Development Working
Group to develop detailed implementation proposals.

Enterprise and Employment

The 100,000 Black and Minority Ethnic (BME) firms represent 10% of all UK
businesses today — roughly the same proportion as ethnic minorities in the working
age population. Many of the challenges which they face are the same as those
experienced by all SMEs. However, there are opportunities to capitalise on the
growing numbers of young entrepreneurs and to address some barriers that seem
to be particularly important to BME firms. Our recommendations include:



m new Centres of Vocational Excellence for Entrepreneurship;

= an assessment by Regional Development Agencies (RDAs) of the business service
network to assure quality, efficiency and accessibility for BME firms;

= an analysis by the Small Business Service (SBS) of the availability and accessibility
of finance for BME firms in the five cities; and

m that Business Link and Jobcentre Plus should jointly pilot pre self-employment
support for disadvantaged people.

Driving Change in the Public and Private Sectors

It is clear that, while progress is being made, employer discrimination still exists as a
barrier to ethnic minority employment. We believe that this requires swift and effective
action in both the private and public sectors. We recommend a five-part strategy
that includes:

m employer leadership in opening more and better job opportunities in the local
labour market;

m practical help for employers to ensure fair recruitment and retention practices
focusing on high demand sectors and occupations;

m making the public sector a role model in promoting race equality and in meeting
its legislative public duty through Race Equality Impact Assessments;

m Using public procurement to promote race equality within existing legal and policy
frameworks; and

m establishing a Commission of business leaders to advise and assess progress in
achieving race equality in the private sector.

If these measures do not produce marked results within the next few years, we
believe that the Government will need to consider seriously the need for legislation to
cover the private sector.

Leadership and Policy Development

While most action to increase ethnic minority employment, self-employment and
business growth will occur at regional and local levels, to achieve real impact, it must
be:

m backed by Cabinet-level commitment;

m measured through an effective system of targets and milestones; and

= informed by on-going community consultation and customer feed-back.

We outline some of the actions that will be required by these three recommendations.
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CHAPTER 1

INTRODUCTION

In the December 2004 Pre-Budget Report, the Chancellor asked the National
Employment Panel, in cooperation with the Ethnic Minority Business Forum, to
recommend measures to increase the employment, self-employment and small
business growth of this country’s ethnic minority and faith groups.

In March, we wrote to the Chancellor with our ten key recommendations (see Annex
A); these were accepted in the 2005 Budget and they are highlighted throughout this
report.* Enterprising People, Enterprising Places follows the Panel’s original letter and
contains our full findings and recommendations for taking the work forward.

In the decade between 1999 and 2009, 50 per cent of the growth in the UK
workforce will come from ethnic minority communities.? In such major urban areas as
London, Birmingham and Leicester, ethnic minorities now constitute a third of the
population; in many inner-city neighbourhoods, they represent a substantial majority
and are the backbone of thriving local economies.

There are significant variations between and within ethnic minority groups but, on
average, they are at a distinct disadvantage in the labour market. Ethnic minorities are
more likely to be poor. They are more likely to be unemployed, underemployed or out
of the labour market altogether. Many lack fluency in English and the skills needed to
secure decent jobs. And many will face institutional and employer discrimination
during their working lives.

But, in the UK’s largest cities, ethnic minorities hold the key to future productivity and
economic growth. Their active participation in the labour market will be pivotal to
meeting the challenge of demographic change — to offsetting the declining number of
young people and the large numbers of skilled, White workers who will be retiring
within the next decade. And because these urban hubs are the principal drivers of the
nation’s economy, the inclusion of ethnic minorities at every level of our workforce is
not simply an issue of fairness or social justice; it is central to our future prosperity .

The inclusion of ethnic minorities at every level of our
workforce is not simply an issue of fairness or social
justice; it is central to our future prosperity.

1 A copy of the Panel’s letter to the Chancellor is available on our website, www.nationalemploymentpanel.org.uk
2 Ethnic Minorities and the Labour Market, Strategy Unit Report, 2003.



Our Approach

We recognised at the outset of this project that ethnic minority employment and
enterprise development have been the subject of frequent examination by academics
and expert policy-makers. Our intention has been not to duplicate this work. Rather,
our aim has been to draw directly on this research and to enrich it with extensive
consultations and with the practical expertise of Panel and Ethnic Minority Business
Forum members.

During the course of the project, we have reviewed relevant research and framework
documents and commissioned analyses of specific issues. We have met with over
150 individuals — Ministers, policy-makers, front line staff, academics and local
practitioners. We have held consultations with employers, public sector organisations,
and community and faith groups throughout the country. And we have talked to local
ethnic minority residents and small employers as the end consumers of public
services. Annex D lists the individuals who have advised us during the course of

this project.

The time constraints governing this project have been tight. We have had eight weeks
to conduct the research and develop our recommendations in order to meet the
deadline of the March 2005 Budget. For this reason, it has not been possible to
explore fully a number of important issues which we recognise merit further attention;
in these cases, we have put down markers, suggesting the need for follow-up by the
relevant departments. Nor have we had time to cost our proposals. We have done
our best to redirect existing resources rather than call for more funding. However, we
recognise that it will not be possible to achieve all of our recommendations without
some additional investment.

We have limited our review to ethnic minorities in England.®* We have not addressed
the specific challenges faced by refugees and asylum seekers. We have not been
able to discuss the profound influence that primary and secondary education has on
the life chances of ethnic minority children, or to undertake a satisfactory examination
of the further education system as a crucial route to employment. Nor have we been
able to integrate our recommendations with many of the important emerging
proposals from the Office of the Deputy Prime Minister’s Neighbourhood Renewal
Unit, particularly as they relate to the new targets for urban regeneration and the work
of the Local Strategic Partnerships.

In developing our approach, we have:

= been mindful of overall spending constraints; so, wherever possible, we recommend
focusing on existing programmes or building on existing effective practices;

We have met with over 150 individuals -
Ministers, policy-makers, front-line staff,
academics and local practioners.

3 Although the scope of this review has been limited to England, some data used for analysis has been taken from the
Labour Force Survey which relates to Great Britain, and is not specific to England.
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We hope that Enterprising People, Enterprising Places
provides a roadmap for real change.

m sought to have a significant impact on the issue and have, therefore, concentrated
on larger initiatives rather than many small pilots; and

m been aware of the law of unintended consequences; as a result, while we feel
strongly about some issues (such as the procurement incentive and the potential
need to extend legislation to the private sector), we have stopped short of prescriptive
recommendations for implementation because we think more work needs to be done.

Some of our recommendations are far-reaching; others are simply practical proposals
that should be easy to implement. Many of the ideas and principles which we set out
in this report are not new. However, in the past, too few of them have been actively
pursued in ways that have produced positive results for ethnic minorities. We hope
that Enterprising People, Enterprising Places provides a roadmap for real change.

Report Structure

Enterprising People, Enterprising Places examines four broad questions. First, we look
at whether today’s mainstream programmes current and proposed are effective
enough to achieve the objective of increasing ethnic minority employment. Second,
we examine how an integrated employment and skills system might help more people
to enter and succeed in the labour market. Third, we consider what might be done to
support the start-up and expansion of ethnic minority businesses. Finally, we examine
the ‘blunt instruments’ that are most likely to accelerate change in the public and
private sectors.

Our report is organised in nine chapters:

m Chapter One introduces the issues, describes our approach, and suggests some
principles that we believe should guide the future development of policy and delivery
with respect to ethnic minority employment and enterprise development.

m Chapter Two summarises the key data relating to ethnic minority labour market
participation in the UK and then sets these facts against a demographic picture of
labour and skill shortages — lending urgency to the issue.

m Chapter Three assesses the effectiveness of current and proposed mainstream
programmes that help prepare ethnic minorities for work and suggests some practical
proposals for improving their design and delivery.

s Chapter Four examines what might be done to reach ethnic minority groups who
are not on benefit and not in the labour market as a key step towards closing the
current employment gap.

m Chapter Five describes a radically different approach to increasing ethnic minority

employment by engaging business leaders in the design and delivery of an integrated
skills and employment system.
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In future years it will be difficult to increase
productivity and growth without drawing on the
talent and resource of ethnic minority workers.

m Chapter Six shifts our attention to enterprise and self-employment, beginning with
current trends, key issues related to the existing support system and barriers to the
growth of BME firms; it concludes with specific recommendations for assisting a
generation of highly entrepreneurial people.

m Chapter Seven looks at the major levers which are available to drive change within
the private and public sectors, focusing particularly on public procurement.

= Chapter Eight discusses the importance of leadership, targets and community
consultation in achieving the Government’s objectives.

m Chapter Nine concludes with a summary of our recommendations. Those which
are in bold are our key recommendations which were accepted by the Chancellor in
the 2005 Budget.

First Principles

Six themes have run strongly throughout our research and consultations. These have
influenced our thinking and are reflected directly in our recommendations. We believe
they are critical to achieving the objective of increasing ethnic minority employment
and business growth and should be used as first principles when designing policy
and delivery.

First, ethnic minority participation in the labour market is an economic issue. Changing
demographics, coupled with future demand for labour and higher skills, escalate its
importance and afford an exceptional opportunity to achieve a step change in the
prospects of ethnic minority communities. Indeed, for many employers, the
demographics are compelling: in future years it will be difficult to increase productivity
and growth without drawing on the talent and resource of ethnic minority workers.

Second, in large measure, the issue is not additional funding but increased focus.
Three-quarters of ethnic minorities live in just five areas. Almost two-thirds live in five
cities within those areas and the vast majority are concentrated within an even fewer
number of wards — most of which are severely deprived. So, if we are to make serious
headway in raising employment and stimulating business growth, we must ensure our
proposals are an integral part of a coherent anti-poverty strategy; we must
concentrate existing public and private resources on those five key urban areas.

Given the exceptional diversity between and within each
group, consultation is critical to the required customisation
of programmes and services.
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Active and visible leadership from the top - from the
Government and the business community — underpinned
by a clear objective and measures to track progress, is
now essential.

Third, community consultation should be an essential first step in the development of
public policy and in the delivery of the services which most affect the individuals at
stake. We have been struck deeply by how good government is at communicating its
products but how few of those products are shaped by the consumers themselves.
Given the exceptional diversity between and within each group, consultation is critical
to the required customisation of programmes and services.

Fourth, there are no simple or quick-fix solutions to the complex of ethnic minority
employment and enterprise issues. It will require simultaneous and integrated action
on both the supply and demand sides of the market, in national and local policy, and
in the work of different government departments. Wherever possible, it is important to
build on what is already in place. New initiatives are likely to overload delivery systems
that are already under considerable pressure. In light of today’s financial constraints
and the drive for greater efficiency, it makes more sense to work with and through
mainstream programmes, unless it is clear that they are unable to deliver the requisite
quality, performance and scale.

Fifth, voluntary action is not enough. Over the past five years, a number of studies
have demonstrated that, after accounting for educational qualifications, age, gender
and location, ethnic minorities are less likely to be working and less likely to be earning
as much as their White counterparts. Discrimination and the ‘ethnic penalty’
contribute significantly to the gap in employment rates today. Equal opportunity and
fairness in work are fundamental principles in a just society. Wherever possible, this
should be achieved by incentives, by example, by public advocacy — by carrots rather
than sticks. But if these measures fail — as they have in recent decades — it is
important that there are consequences to inaction and discriminatory behaviour.

Finally, serious and sustained political and business leadership is crucial. The 15 per
cent gap between ethnic minority employment and the overall population is large.*

It has persisted for decades, notwithstanding the steady economic growth of the past
ten years. Active and visible leadership from the top — from the Government and the
business community — underpinned by a clear objective and measures to track
progress, is how essential.

4 The current ‘employment gap’ is 15.3 per cent as measured by the four quarter average of Labour Force Survey data to
Autumn 2004 for the employment rates of the ethnic minority (59.6 per cent) and UK (74.9 per cent) working age
population (16 to state pension age). Labour Market data defines ethnic minority as any non-White ethnicity. A detailed
comparative breakdown on the unemployed ethnic minority population is covered in chapter two.
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A Manageable Ambition
In 2003, the Prime Minister set out the following aspiration:

£ In ten years’ time, ethnic minority groups living
in Britain should not face disproportionate barriers
to accessing and realising opportunities for
achievement in the labour market. J°

If we take this statement to mean closing the gap between White and ethnic minority
employment as the starting baseline, the implications are that 540,000 more ethnic
minorities will need to move into jobs by 2013.° This equates to roughly 60,000 more
per year, approximately 38,000 of whom live in the five major urban areas. With
almost half of the target population living in London, it is possible to extrapolate
annual targets that range from as little as an additional 1,500 people in Leicester

to 3,000 - 4,000 in Birmingham and Manchester, and 28,000 in London.

Put another way, with political and business leadership and concerted action, we
believe that achieving the Prime Minister’s vision is well within the nation’s grasp.

With political and business leadership and
concerted action, we believe that achieving
the Prime Minister’s vision is well within the
nation’s grasp.

5  Ethnic Minorities and the Labour Market, Strategy Unit Report, 2003.

6 This figure assumes that the ethnic minority working age population will remain static. However, this population is
expected to increase, meaning that this figure could be considerably higher.
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CHAPTER 2

THE CHALLENGE AND THE CASE FOR CHANGE

Introduction

In this chapter, we provide a brief snapshot of the status of different ethnic minority
groups in the labour market today. We look initially at key statistics related to
employment, unemployment, skills and qualifications. We then examine the
demographic trends which, particularly in our major urban centres, lend urgency to
the need for increasing ethnic minority employment at all levels of the workforce.

The Challenge

Ethnic minorities in the UK today - an overview

The status of different ethnic minority groups varies widely by gender, generation and
age, location, skill and employment status, faith and culture. However, there are some
important statistics that provide the context for our discussion.

m The ethnic minority population has grown by 53 per cent in the past decade, rising
from 3.0 million in 1991 to 4.6 million today, it now represents 8 per cent of the
total population (9 per cent in England).” Importantly, 50 per cent of the growth in
the working age population between 1999 and 2009 will come from ethnic
minority groups.

= All ethnic minority groups have a much younger age structure: 20 per cent of White
people are under 16; for mixed race the equivalent figure is 50 per cent; for Pakistanis
it is 38 per cent; and for Bangladeshis it is 35 per cent.

= Almost two-thirds of ethnic minorities are concentrated in five areas, with nearly half
living in London. They are more likely to be living in low-income households: 42 per
cent live in the 50 most deprived districts of England as compared to 22 per cent

of Whites.

Between 1999 and 2009, 50 per cent of the growth
in the working age population will come from ethnic
minority groups.

7 Figures in this chapter are taken from ‘Focus on Ethnicity and Identity’, Office for National Statistics website, 2004 and
Labour Force Survey (autumn 2004). All figures from the Labour Force Survey from winter 2003 to autumn 2004 are
based on working age population of Great Britain (those aged 16 to state pension age) and are averaged over the
four quarters.

15
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Figure 1: The Top Five Cities Where Ethnic Minorities Live

m London 47%
® Birmingham 6%
m Manchester 5%
Bradford/Leeds 4%
Leicester 2%
m Rest of England 36%

Source: Census, 2001
Note: This is total population, not working age population

Ethnic minority labour market participation and benefit status

= There are significant variations between ethnic minority groups but, on average,
there is a 15 per cent gap in the employment rate of ethnic minorities (60 per cent)
and that of the overall population (at 75 per cent); the employment rate is even
lower for Bangladeshis (44 per cent), Pakistanis (45 per cent) and Black Africans
(57 per cent).

m Unemployment rates are very high for ethnic minority men: for example, 18 per
cent of Bangladeshis, 15 per cent of Black Africans, 14 per cent of Pakistanis and 13
per cent of Black Caribbeans are unemployed compared to 5 per cent of White men.

m At least 716 per cent of Jobseeker’s Allowance (JSA) claimants are from ethnic
minority groups, the largest of which are Black Caribbean, African and Pakistani men.®

m Since ethnic minorities are not moving off JSA at the same rate as White people,
they are becoming a larger proportion of the overall JSA claimant population.

There is a 15 per cent gap in the employment rate of
ethnic minorities and that of the overall population.

8 There are 130,000 JSA claimants with unknown ethnicity, February 2005.
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Figure 2: JSA Claimant Count, 2000-2004
(Numbers of White and Ethnic Minority JSA Claimants)
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Source: Ethnic Minority Employment Division, DWP 2005

= The proportion of ethnic minorities (6 per cent) on Incapacity Benefit (IB) is
marginally lower than that of Whites (7.5 per cent).®

m The number of working age people who are not actively seeking or are unavailable
for work is significantly higher for ethnic minorities (33 per cent) than for White people
(21 per cent).

m The majority of ethnic minorities who are neither working nor collecting benefits

are Bangladeshi and Pakistani women, students and young Black African and
Caribbean men.

9 There are 1.65 million IB claimants with unknown ethnicity, Feb 2005
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Figure 3: Economic Status of those Not in Employment
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Skills and Qualifications

People’s human capital — their knowledge, skills, qualifications and experience — is
crucial to determining their future success in the labour market. Throughout their
working life, this will influence their chances of getting a job, their prospects for
advancement and their long-term earning power.

Ethnic minority educational attainment rates vary widely for different groups. They are
also clustered at the top and the bottom of the scale: large numbers are entering
post-16 study while, at the same time, too many are leaving school with no
qualifications or lacking fluency in English. Worryingly, ethnic minority graduates
experience more difficulty in finding employment than White graduates. The key data
below underscores these issues.

m Fthnic minorities have a greater propensity to continue into higher education:
Asians (85 per cent) and Black people (82 per cent) are more likely to continue
in further or higher education than Whites (69 per cent).*

People’s human capital - their knowledge, skills,
qualifications and experience - is crucial to
determining their future success in the labour market.

10 Unless otherwise stated, figures in this skills section are from Minority Ethnic Attainment and Participation in Education and
Training: The Evidence, DfES, 2003.
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A total of 600,000 ethnic minorities in England
have no qualifications; their chance of being in
worK is only 36 per cent.

m Black Africans of working age are more likely to be studying for a qualification
(44 per cent) than Indians (24 per cent) or Whites (17 per cent), although Black
students are 10 per cent less likely than Whites to have their applications to
university accepted.

m The greater percentage of ethnic minority young people in post-16 education is not
reflected in the numbers that enter employment or government-sponsored training:
only 4 per cent are enrolled in work-based training or Apprenticeships as compared to
10 per cent for White young people.*

m Ethnic minority graduates have a 6 per cent lower employment rate than White
graduates; those with some qualifications are 16 per cent less likely to be employed.***®

m 39 per cent of Bangladeshis and 28 per cent of Pakistanis have no qualifications at
all and as adults are much less likely to be participating in learning; this compares to
18 per cent for Indian and 14 per cent for White learners.

m A total of 600,000 ethnic minorities in England have no qualifications; their chance
of being in work is only 36 per cent.

m Seventy-five per cent of Bangladeshi women over the age of 25 years do not
speak fluent English.*

What the Data Says

Taken together, the position of ethnic minorities in the UK today is complex. Many
are living in poverty within areas of severe deprivation. Typically, this means that they
experience higher rates of substandard housing, poorer schools and inadequate
transportation systems. Many experience discrimination within public institutions and
by employers. More adults are unemployed or economically inactive. Those who are
employed are likely to be less well paid and to work for employers who do not invest
in their workforce.

At the same time, ethnic minority groups represent a young, fast-growing population.
They bring a cultural diversity that enriches the cities in which they live. Many are
highly entrepreneurial. Larger numbers of young people are aiming high — with
growing numbers participating in further and higher education. With childcare and the
right support, it is likely that an increasing number of Asian women will choose to
enter the labour market.

Ethnic minority graduates have a 6 per cent lower
employment rate than White graduates.

11 Youth Cohort Study, DfES, 2004.
12 Ethnic Minority Employment Task Force: Year 1 Progress Report, 2004.

13 ‘Some qualifications’ is defined as higher education, A-Levels (or equivalent), GCSE A-C (or equivalent) or other
qualifications.

14 Ethnic Minority Employment Task Force: Year 1 Progress Report, 2004.
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The Case for Change: The Demographic Time Bomb

After a generation of economic restructuring and urban renaissance, the economies
of most major cities have expanded in recent years. London generates more than
20 per cent of the English Gross Value Added (GVA).** Leeds, Birmingham, Derby,
Manchester, Bradford, Sheffield and Liverpool have either outstripped or come close
to the national average.*

The potential for future employment growth in these cities is enormous — either
through new jobs or replacement demand. By 2012, it is projected that almost 2.5
million more job opportunities will be available in London; 400,000 in West Yorkshire;
350,000 in the Birmingham City region; and nearly 300,000 in Greater Manchester.

Looking at new jobs alone, the Treasury has projected a growth of 1.3 million
additional jobs by 2012 — 90 per cent of which will require level 2 skills and 65 per
cent will require level 3 sKills.

However, this prospect of flourishing future job growth becomes less promising

when juxtaposed against the potential workforce of the future. Within the next five
years, we will face an immense squeeze on the availability of skilled workers. For
many of our skilled and semi-skilled jobs, the workforce is now aged between 45 and
50 years; between 2010 and 2015, many of these men and women will retire.
Normally, we could expect the flow of young people into the labour market to take
their places. But beginning in the mid-nineties the birth rate fell and we stopped
replacing the population. By 2011, the 7.9 million young people in today’s 16-24 age
cohort will start to fall and by 2016, it will be 7.6 million.

In addition to helping existing employees to work longer, it is essential that we

draw the maximum possible number of new workers from the 8.8 million pool of
unemployed and inactive people. Approximately 75 per cent of these are ethnic
minorities, many of whose skill levels are well below level 3. The formidable challenge
ahead, particularly for our major conurbations, is how to draw on and develop this
large pool of potential talent as a crucial driver of the nation’s future productivity

and growth.

Looking at new jobs alone, the Treasury has projected a
growth of 1.3 million additional jobs by 2012 - 90 per cent of
which will require level 2 skills and 65 per cent will require
level 3 skills.

15 GVA'is the difference between output and intermediate consumption for any given sector/industry. It is the difference
between the value of goods and services produced and the cost of raw materials and other inputs which are used up in
the production (ONS).

16 In this section, findings and figures have been quoted from Growth Prospects and Ethnicity in the City Regions,
West Midlands Regional Observatory, A Phillips, 2005 and Skills Challenges and the UK, City and Guilds Presentation,
C Humphries, 2005.
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Birmingham Case Study

The case of Birmingham illustrates the challenge faced by many of our major urban
cities.” In the next decade, it is estimated that Birmingham will lose 35,000
manufacturing and utilities jobs but could gain up to 90,000 new and replacement
jobs within the business, professional, health, tourism, transport and retail sectors.
Overall, the city projects a net growth of some 50,000 new jobs and in some sectors
the demand for workers will be acute.

However, at the same time that Birmingham’s job scene is booming, the demographics
of the city’s working age population are shifting radically and will have a direct impact
on whether it will be able to capitalise on its projected job growth. During the next ten
years, Birmingham will have 50,000 more people who are over 45. But it will have
40,000 fewer people aged 24 to 45 years and 20,000 fewer aged 16 to 25.

The culture and ethnicity of Birmingham’s neighbourhoods are also changing rapidly.
By 2015, there will be 105,000 fewer White working age people; 60,000 more working
age people of Pakistani and Bangladeshi heritage; 25,000 more African Caribbeans;
10,000 more Indians and 35,000 new immigrants from other ethnic groups.

Older workers and ethnic minorities are the fastest-growing groups, but they are also
more likely to be unemployed and less trained, and under-represented in technical
and higher-level occupations. So unless Birmingham — and many of Britain’s other
regional economic centres — invests well in its rapidly growing ethnic minority
population, it will be unable to meet the labour and skill requirements of its high-
demand sectors, thereby threatening the future prosperity not just of the city but of
much of the West Midlands economy.

Conclusions

While our analysis of the status of ethnic minority groups in today’s labour market has
been constrained by the lack of reliable and sufficiently detailed data, we believe that
there is enough information available to draw some broad conclusions.

m Ethnic minority groups are overwhelmingly concentrated in five areas; given
limited resources, those are the places where government and its partners should
focus their efforts.

m To close the gap in employment rates between ethnic minorities and Whites, it will
not be sufficient to assist only those ethnic minorities on benefit; people who are

currently out of the labour market altogether — individuals who are not working and
are not on benefit — will need to be reached and helped to secure the right jobs.

17 Cragg D, A Case Study on Birmingham, Learning and Skills Council research paper, 2005.
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= The skills picture is complex: at one end of the spectrum, a number of ethnic
minorities are over-achieving — gaining more qualifications than their White peers and
still not securing employment; at the other end, too many are leaving education with
low or no skills and qualifications. Both groups will need targeted help in making the
transition to work.

= The wide gap in employment rates, the difficulty which ethnic minority graduates
face in gaining decent jobs, along with our description of the ‘ethnic penalty’
contained in chapter seven, make clear that discrimination represents a significant
barrier to employment for all ethnic minority and faith groups. Stronger leadership and
some ‘blunt instruments’ will be needed to influence employer behaviour.

In the following chapters, we outline our suggestions for tackling these issues.



CHAPTER 3

CHAPTER 3

CONNECTING ETHNIC MINORITIES TO WORK: ASSESSING
THE EFFECTIVENESS OF CURRENT PROGRAMMES

Introduction

In the next two chapters, we focus on the supply side of the market — on the process
of giving people the skills, experience and job search assistance that they need to
succeed in today’s workplace. In chapter seven, we focus on employers and the
demand side of the market.

As previously noted, the project team has consulted extensively with public sector
staff, local providers, grassroots organisations and faith groups about how well
existing programmes and services are meeting the needs of different ethnic minority
communities. Those discussions have been rich with fresh ideas and extremely fruitful.

We have drawn on these discussions, on existing research and on the extensive
experience of the Panel and the project’s Steering Group members in this chapter to:

m assess the effectiveness of employment programmes current and proposed that
are designed to help ethnic minority groups make the transition from benefit or
education into work; and

m propose some specific recommendations for making the existing delivery system
work better for disadvantaged ethnic minority people.

Working Assumptions
We have framed our recommendations in the context of two working assumptions.

First, we believe that, with limited resources, it will be important to target funds
geographically. As we indicated at the outset of this report, 64 per cent of ethnic
minorities are concentrated in five cities: London, Birmingham, Leicester, Manchester
and Leeds/Bradford. In our view, these are the places which should serve as the focal
points for any future strategy for increasing ethnic minority employment rates.

The recent experience of Jobcentre Plus in shifting an increasing amount of resources
to the 30 most deprived local authorities and wards gives us confidence that this
approach is effective. In only one year, Jobcentre Plus increased its performance in the
key wards from 25 per cent below target to 13 per cent above the target for 2004.

64 per cent of ethnic minorities are concentrated
in five cities: London, Birmingham, Leicester,
Manchester and Leeds/Bradford.
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For this reason, our overall recommendation is that:

The Department for Work and Pensions and the Department for
Education and Skills should ensure mainstream and discretionary
resources are sufficiently targeted on the five designated cities.

Our second working assumption is that sound programme design and effective
delivery are central to increasing ethnic minority employment. Throughout our
consultations there was considerable agreement on the basic attributes of an
effective system:

= the importance of a known and desirable job at the end of the process;

m effective supply chains that are employment-focused and use specialist
organisations to deliver the key steps from outreach through to job entry and
continued skills development;

= investment in quality staff training and in employment-focused capacity-building for
supplier organisations;

m support for employers to improve recruitment and retention and to address
discriminatory workplace practices; and

m a high-performance system with stretching targets, underpinned with intelligent
procurement systems, effective management information/financial management
systems, and professional management of performance-based contracts.

The New Deal

Since its inception in 1997, the New Deal has had an impressive track record of
helping over one million jobless people move from benefit into work. Long-term youth
unemployment has been virtually eradicated and long-term adult unemployment has
been reduced by 75 per cent since 1997. However, the programme has been less
successful in assisting ethnic minority participants than it has for Whites. As of the end
of 2004, ethnic minorities achieved only 82 per cent of the job outcomes of White
leavers.® Indeed, in the last five years, there has been little increase in the job entry
rate for the ethnic minorities.

Sound programme design and effective delivery are
central to increasing ethnic minority employment.

18 Total figures as of December 2004 for New Deal for Young People, New Deal for 25+, and New Deal for Lone Parents,
Department for Work and Pensions.
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In recent years, as unemployment rates have dropped significantly, those individuals
who have remained on benefit are more disadvantaged — frequently facing complex
barriers to employment. This is particularly true for ethnic minorities who face the
twin obstacles of disadvantage and discrimination. As the Panel argued in its report,
A New Deal for All, the current design of the New Deal does not meet the special
needs of many at-risk individuals within its changing customer base.* Specifically,
the New Deal:

= is not sufficiently flexible to respond to people facing multiple barriers to work who
require more intensive, personalised services;

m has a target system that is neither aligned with the aim of reaching the most
disadvantaged nor of recruiting more job-ready ethnic minorities;

m lacks an effective, consistent system for engaging employers in the design of
employability training or for tackling employer discrimination; and

m uses a procurement and contracting system that fails to drive up performance, is
bureaucratic and excludes many smaller, specialist providers that are key in reaching
ethnic minority communities.

Building on New Deal

To address some of these issues, the Government has designed the Building on
New Deal (BoND) programme. The Panel has long espoused the principles
underpinning BoND: decentralisation and local flexibility; customisation of
programmes to meet individual and employer needs; streamlined processes; and
improved performance outcomes.

We believe that BoND is a particularly promising programme for ethnic minorities.
However, as currently proposed, in our view it will only have a marginal impact on
raising their employment rates. This is for two reasons. First, the projected roll-out of
BoND prototypes will affect few areas with large concentrations of ethnic minority
residents.® Second, in the longer term, we doubt that BoND, designed as a universal
programme, can really deliver its objectives to disadvantaged people given Jobcentre
Plus’ current capacity and the proposed funding regime.

To succeed, BoND will require a major investment in the training of Personal Advisers,
an overhaul of procurement and contracting systems, and a level of contract
management that does not exist today. Moreover, it is best suited for areas that have
competitive provider markets and concentrations of employers.

In our view, the implementation of BoND will provide greater return on investment —
certainly in raising ethnic minority employment rates — if it were targeted on areas of
greatest need. At the same time, it should be heavily backed by technical assistance
from the centre for staff training, programme design and systems development that
would be exceptionally difficult to deliver well for a national programme.

19 A New Deal for All, National Employment Panel, 2004.

20 BoND roll-out locations are likely to be Ayrshire, Dumfries, Galloway & Inverclyde, Buckinghamshire & Oxfordshire,
Calderdale & Kirklees, Cardiff & Vale, Cheshire & Warrington, Cornwall, Gateshead & South Tyneside, Norfolk,
Northamptonshire, North East London, and the Marches (Hereford, Shropshire & Worcester).
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For this reason, we recommend that:

DWP should undertake an urgent review of BoND’s overall implementation
and targeting strategy. In addition, in the context of the immediate prototype
roll-outs, it should give priority to the five designated cities, focusing
particularly on the most deprived wards and on those with large numbers

of low-income ethnic minority residents.

Pathways to Work

As unemployment rates have declined steeply in recent years, the numbers of
individuals on Incapacity Benefit (IB) have risen steeply since 1979. While those
numbers have now stabilised, IB recipients represent by far the largest group of
welfare recipients.

Figure 4: The Rise in Incapacity Benefit Claimants
(Number of claimants)
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Source: Incapacity Strategy Team, DWP, 2004
To tackle this problem, the Government launched the Pathways to Work pilots in

2003. Over the next few years, the Pathways to Work initiative will be expanded and,
coupled with other planned action, will provide:

m preventive measures to reduce the number of people who become sick or injured
on the job;

m assistance for employers to increase recruitment and retention of disabled people,
and address discriminatory workplace practices; and

= intensive support to help move people from benefit into work or productive activity.

The initial success of the Pathways to Work programme, as illustrated below, is
exceptionally promising.
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Figure 5: Performance of Pathways to Work Pilots
(Indexed job entry performance)
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On current plans, it is unlikely that Pathways to Work will contribute to raising
employment rates of ethnic minorities. It is scheduled to be rolled out in northern
areas, of which only Manchester has large numbers of ethnic minority residents.
However, there are significant numbers of ethnic minority IB claimants in both
Birmingham and London, neither of which are included in the current programme.

Given that Pathways represents one of the Government’s most important strategic
investments in helping people move from benefit to work, and given that ethnic

minorities are a high priority, we believe that it is sensible to join the two in the context
of the pilots. Therefore, we recommend that:

Birmingham and at least two London districts should be included in the next
tranche of Pathways to Work roll-out, beginning in October 2005; in these

districts, Pathways should incorporate specific elements of ethnic minority
outreach.

Basic Skills and ESOL

Basic skills and language training is of paramount importance in any effort to increase
ethnic minority employment rates. It is particularly crucial in light of the fact that 75 per
cent of Bangladeshi women over 25 years are not fluent in English. It is equally critical
to the substantial number of other ethnic minorities, for whom lack of English is the
principal barrier to employment.

Basic skills and language training is of paramount importance in
any effort to increase ethnic minority employment rates.
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Basic skills and English for Speakers of Other Languages (ESOL) were the subject of
the most widespread criticism by Learning and Skills Councils (LSCs), Jobcentre Plus,
providers and learners. Poor quality and inaccessibility; insufficient provision to meet
fast-growing demand; lack of relevance to work or practical life skills; poor integration
with work experience or links to job placement were comments consistently cited.

In August 2004, DIES introduced new certificates, as part of its Skills for Life
programme, to replace existing ESOL qualifications. These redesigned qualifications
will be extremely important in:

m increasing consistency, quality and relevance in the existing system;

= standardising progressive levels of achievement so that it will be possible to
measure the ‘distance travelled’ of learners enrolled on ESOL courses; and

= improving the accountability of ESOL and basic skills contractors as this provision
becomes more integrated into work-focused supply chains.

In the Panel’s report, Welfare to Workforce Development, we recommended that local
LSCs be given ‘lead responsibility for purchasing and managing the provision of all
basic skills and ESOL training in their areas.’®* This recommendation was based on
three factors:

m increasing efficiency of procurement and contracting;

= almost ten times the number of benefit claimants are enrolled in LSC-funded
basic skills courses as those funded by Jobcentre Plus; and

m the LSC invests systematically in developing the quality of its basic skills and
ESOL provision.

With the design and roll-out of the redesigned basic skills and ESOL qualifications
within the LSC system, we believe the case for implementing this recommendation is
now compelling. Under these terms, Jobcentre Plus would remain the budget-holder
and hold the LSC to account for the specified quality and outcomes of its basic
Skills/ESOL provision.

For the LSC, we see two equally important implications in assuming lead responsibility
in contracting. First, we would expect the LSC to ensure that its own procurement
systems are sufficiently robust to ensure that it can purchase quickly and efficiently
the services which Jobcentre Plus clients will require. Second, in implementing the
use of the re-designed qualifications for basic skills and ESOL, we would like to see
priority given to training more ESOL staff and to assisting key contractors in the five
designated cities.

Work-based training and Apprenticeships represent a small
but important route for improving the skills and employment
levels of ethnic minorities.

21 Welfare to Workforce Development, National Employment Panel, 2004.
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Based on these considerations, we therefore recommend that:

m the LSC should be given lead contractual responsibility for all basic skills,
ESOL and vocational training provision nationally;

m the content, quality and accessibility of basic skills and ESOL provision
should be increased in the five designated cities, using the redesigned
qualifications; and

m basic skills and ESOL courses should be held in places that offer a safe
environment for Pakistani and Bangladeshi women such as faith-based
organisations, SureStart centres, schools and community facilities.

Work-Based Training and Apprenticeships

Work-based training and Apprenticeships represent a small but important route for
improving the skills and employment levels of ethnic minorities. Apprenticeships, in
particular, provide an excellent way for ethnic minority young people to earn and learn
simultaneously.

However, the numbers we have seen are troubling and indicate that ethnic minority
groups do not do well in this area. If we look at the Apprenticeship programme, for
example, their overall experience, particularly for Black Caribbean, Pakistani and
Bangladeshi young people, is less satisfactory than for the rest of the population as
measured by participation, achievement and learner outcomes.

Proportionately, ethnic minorities are half as likely as Whites to be training as an
apprentice.? Given the younger age structure of the ethnic minority population, we
would expect the ethnic minority figure to be higher as a proportion of the whole
population than for Whites. We have been unable to determine to what extent this
reflects a positive choice by ethnic minorities to improve skill levels by other routes or
whether, more disturbingly; this is a result of discrimination in recruitment and
selection for Apprenticeships.

A recent study by the Adult Learning Inspectorate, found for Apprenticeships that
‘learners from minority ethnic groups generally have lower success rates than their
White counterparts’, with learners of Black or mixed ethnic origin faring particularly
badly.?® Furthermore, information provided to us by the LSC indicates that ethnic
minorities are concentrated in the lower level Entry to Employment (E2E) and
Foundation Apprenticeships. Few are in the Advanced Apprenticeships (particularly
Black Africans) that will lead to better jobs with the blue-chip companies.

Proportionately, ethnic minorities are half as likely as Whites
to be training as an apprentice.

22 0.4 per cent of the ethnic minority population are training as apprentices compared to 0.8 per cent of the White
population (Learning and Skills Council, unpublished data).

23 Equality of Opportunity Survey, Adult Learning Inspectorate, 2005.
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We believe that this issue is of considerable importance and recommend that:

m the LSC should commission a full Race Impact Assessment of all work-
based training, including Apprenticeships, by the end of 2005; and

m the LSC should strengthen significantly the outreach, provision and
outcomes of work-based training and Apprenticeships for ethnic minority
participants in higher-skilled careers.

Sector Skills Councils

The Sector Skills Councils (SSCs) have a vital role to play in increasing employment
opportunities for ethnic minority groups. Their analysis of the impact of future
demographic trends within their industries should make clear that, in many cities and
regional economic centres, future productivity and growth will depend on the ability of
employers to recruit a diverse workforce. For this reason, we recommend that DfES
should work with the Sector Skills Development Agency to ensure that:

The Sector Skills Council Agreements should address measures for
recruiting ethnic minorities to meet projected skills shortages and plans
for tackling patterns of discrimination in employment, retention and
advancement that may exist within their sector.

Further Education

The post-16 education system is the principal route into work for most ethnic minority
young people, and many adults. Today, a higher proportion of the total ethnic minority
population are students enrolled in further and higher education (HE) (10 per cent)
than Whites (3 per cent). While this can be explained largely by the fact that the age
structure of ethnic minorities is younger than the White population, it is a promising
indicator that ethnic minorities from every group are developing their employability
skills and improving their prospects for future success in the labour market.

While the scope of our review did not allow us to conduct a detailed examination of
the experience of ethnic minorities within the further education (FE) system, four
issues were consistently raised during our consultations. We think that they are of
sufficient importance to merit discussion and, in several cases, further review by
DfES and/or the LSC.

First, throughout our discussions with young people and community leaders, there
was a consistent view that ethnic minorities need to gain more qualifications than
Whites simply to secure the same job opportunity. It is difficult to determine how
much of this is because of poor quality educational provision; lack of access to better
jobs; unfair employer recruitment practices — or a combination of all these factors.

SSCs should assume a leading role in identifying and
tackling patterns of discrimination in employment,
retention and advancement that may exist within a
specific sector or occupation.
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Figure 6: Comparative Employment Rates by Educational Attainment
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Figure 6 provides disturbing evidence of the disparity between the employment rates
of Whites and ethnic minorities with a degree, with some qualifications and with no
qualifications. While the gap between White and ethnic minority graduates is narrower
than the 15 per cent gap of the working population as a whole, it is distinct and
certainly suggests employer discrimination in recruitment. Further evidence of
discrimination is contained in a Commission for Racial Equality (CRE) study which
reveals that White graduates are three times more likely to be offered a position by a
top British company than their ethnic minority counterparts.

The gap between Whites and ethnic minorities with no qualifications is very large
indeed. Again, this may well point to unfair recruitment and retention practices by
employers but it is also likely to be compounded by lack of job readiness and fluency
in English.

Second, throughout our consultations, a number of people criticised the lack of
support which FE and HE institutions provide to ethnic minority graduates in making a
successftul transition from education to work. We found little evidence of systematic
and expert measures to help students prepare CVs, practice interviewing techniques
or organise their job search.

Ethnic minorities need to gain more qualifications than
Whites simply to secure the same job opportunity.

24 Towards Racial Equality, Commission for Racial Equality, 2004.
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There is a lack of support provided by FE and HE institutions
to ethnic minority graduates in making a successful transition
from education to work.

Many students seemed to know little about how to navigate the local job market and
held unrealistic expectations of the world of work and their place in it. This perception
was confirmed by employers, who commented frequently on the number of FE and
HE graduates who lacked a basic understanding of workplace disciplines.

In the longer term, we think that it should be possible to help tackle employer
discrimination, expand social networks and improve the transition from education to
work through a national, high-profile internship programme. Building on best practice
of existing exemplar programmes, this initiative would provide students with quality
work experience during the school year and summer months with prime employers.®
It would also link with Advanced Apprenticeships to improve the access of ethnic
minority young people to level 3 and 4 employment opportunities.

As a first step, we recommend piloting the concept in the five designated cities.
Specifically, we recommend that:

A Workforce Investment Board or strengthened LSC (as described in
chapter five), should work with the local LSC, Jobcentre Plus and
educational institutions to develop an internship programme in
high-demand occupations with good career potential, primarily
targeting ethnic minority students.

Third, overall, we found a lack of coordinated data, impact measures and research on
ethnic minority participation and outcomes in the FE system and, more broadly,
throughout the workforce development field. This includes, critically, measures (and
supporting data) to track job entry and retention rates.*® We believe that this is a
serious weakness which impedes the ability to monitor progress, improve delivery and
influence policy development effectively. For this reason, we recommend that:

The LSC should work with its key partners to undertake a fundamental
review of its approach to the collection and analysis of data, impact
measures and research on ethnic minority issues and reporting
arrangements.

25 Positive Action Training Highway (PATH) has successfully trained over 2,000 people from ethnic minority communities for
professional careers through its Trainee Management Programme. Through its MBA Intern Programme, Project Fullemploy
has worked with the London Development Agency to design a development programme offering management skills and
personal development for ethnic minority graduates.

26 In the Panel’s report, Welfare to Workforce Development, 2004, four common measures are recommended to track LSC
and Jobcentre Plus performance: job entries, job retention, qualifications, entry wage levels.
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We found a lack of coordinated data, impact measures and
research on ethnic minority participation and outcomes in
the FE system.

Fourth, in an environment in which resources are increasingly constrained, it is
important that the maximum amount of funding is focused on individuals with the
greatest need. We have been unable to determine the degree to which the LSC’s
core funding for FE colleges (and other mainstream programmes) reflects this
principle. More specifically, we want to ensure that the allocation formula is designed
to ensure that disadvantaged students, particularly ethnic minorities, are given every
opportunity to gain the skills and qualifications needed to secure good jobs in high-
demand occupations.

Therefore, we urge that:

DfES and the LSC should undertake a review to ensure that the allocation of
core funding reflects the priority for preparing residents of the most deprived
areas to succeed in the local labour market.

Taken together, we have sufficient concern about the position of ethnic minorities
within the FE system to recommend that:

The LSC should develop a detailed action plan, by December 2005, to
accelerate the Race Equality Standard in Further Education to meet the
requirements under the Race Relations (Amendment) Act 2000.

National Employer Training Programme

In 2002, DfES announced the creation of the Employer Training Pilots. Their early
success resulted in the Chancellor’s announcement in the 2004 Pre-Budget Report
that, by 2008, the pilots would be rolled out across the country and become the
National Employment Training Programme (NETP).”’

The NETP represents an important departure from the conventional way of funding
and operating skills training programmes. First, it provides grants directly to employers
to invest in upgrading the skills of their low and semi-skilled employees. Second,
because the employer chooses which provider is best suited to the firm’s needs,

it introduces a genuinely demand-led approach to the local training market; thus,

in order to get an employer’s business, FE colleges, private providers and voluntary
organisations must compete and be able to adapt their standard provision quickly

to the changing needs of the market.

While it is still very early days, the NETP appears to be offering significant promise for
increasing the skills of ethnic minorities in the workforce. Early evidence suggests that
in 10 out of the 12 original pilot areas, ethnic minority participation rates exceed their
proportion in the local population.? This appears to be in large part because of a
specific aim of the programme to target firms in disadvantaged urban areas.

27 Section 3.99, Pre Budget Report 2004, HM Treasury 2004.
28 Learning and Skills Council, unpublished data.
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We believe the NETP is particularly important for ethnic minorities for three reasons:

m it can ensure that disadvantaged individuals who are placed in jobs with NETP
employers will be on the first rung of a work-based ladder to higher skills;

m it can serve as an important means of increasing the basic and language skills of
all non-English speaking employees; and

m it can open the market to ethnic minority training organisations to assist employers
to recruit and retain employees.

For this reason we are very keen that the Government ensures that:

The National Employer Training Programme should be funded to meet
demand in the five designated cities to increase basic, language and higher
skills (level 3) of ethnic minority employees.

Within these cities, we recommend that LSCs focus NETP resources on those
individuals and employers with the greatest need.

Conclusions

In assessing how well the current and proposed mainstream programmes meet the
needs of ethnic minorities, there are several points that we believe are particularly
important to note:

m [rrespective of how well the existing and new welfare-to-work initiatives are
designed and operated, they will have little impact on raising ethnic minority
employment rates unless they are better targeted on the five designated cities.

m Basic skills and ESOL are pivotal to improving the employability of many ethnic
minorities and the newly designed qualifications will be exceedingly important in
raising the standards of provision in this area.

m The work-based learning and Apprenticeship system is not serving ethnic minority
young people well. Serious attention should be given to improving outreach and
outcomes, particularly in the higher-skilled occupations.

= The FE system is central to preparing large numbers of ethnic minority young
people and adults for work and continued learning. The lack of good data makes it
difficult to assess what is working well, what needs to improve and the degree to
which the Race Relations (Amendment) Act 2000 has been embedded in local
colleges. Importantly, it is also unclear whether the LSC funding allocation formula is
appropriately weighted to helping those individuals and communities who need it
most. These issues should be addressed by DfES and the LSC this year.

= Finally, while still early in its development, the National Employment Training
Programme offers real promise for raising the skills of ethnic minorities in work.
Additional NETP resource should be targeted on the designated five cities.

NETP appears to be offering significant promise for
increasing the skills of ethnic minorities in the workforce.



CHAPTER 4

CHAPTER 4

REACHING OUT TO ETHNIC MINORITY GROUPS

Introduction

In chapter two, we established that it will not be possible to close the 15 per cent
employment gap simply by helping more ethnic minorities move from benefit into
work. To make real progress, we must attract more of the 21 per cent of ethnic
minorities who are not working and are not on benefit into the labour market.

In practice, this will mean extending welfare-to-work services to a sizeable group of
people who are currently ineligible and ensuring that those services are very carefully
tailored to their needs. In addition to students, this group is composed largely of
‘homemakers’, particularly Bangladeshi and Pakistani women. A smaller, but equally
important group are disaffected young men.

In this chapter, we describe these two groups and suggest some measures which we
believe will help them move into (or closer to) work.

Homemakers®

Within the total working age population, ethnic minorities are twice as likely as White
people to be homemakers. However, if we focus only on people who are not working
the difference is considerably smaller. White and ethnic minority women who have
degree-level or some qualifications are equally likely to be homemakers. The major
difference occurs in those with no qualifications, where ethnic minorities are

50 per cent more likely to be homemakers than Whites.

To make real progress, we must attract more of the 21 per
cent of ethnic minorities who are not working and are not on
benefit into the labour market.

29 We have used ‘homemakers’ in this report to describe people who define themselves in the Labour Force Survey as
individuals who are either ‘not seeking or not presently available for work because they are looking after their family.”
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Figure 7: Labour market status of people with no qualifications
who are not in work
(Proportion of population)

International Labour Organisation (ILO) Unemployed n Student
n Long term il n Homemaker n Other inactive Retired
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Source: Labour Force Survey, 2003-04

Bangladeshi (72 per cent) and Pakistani (68 per cent) women have the highest female
economic inactivity rates; the majority of these women are looking after their family or
home. Conventional wisdom has long held that this is largely because most women
from these communities choose to stay at home for cultural reasons.

However, there is emerging survey evidence that an increasing number of Pakistani
and Bangladeshi women might enter employment under the right conditions.** Our
discussions with Muslim community and faith organisations revealed the following
about these changing attitudes:

m economic pressures make the concept of dual income households more socially
acceptable, particularly in cases where the male partner is unemployed:;

m acculturation is shifting lifestyles and raising the aspirations of women for
themselves and their families; and

= second and third generation women are better educated, with more graduates
having career expectations.

An increasing number of Pakistani and Bangladeshi women
might enter employment under the right conditions.

30 British Muslims in the Labour Market, Open Society Institute, 2005; and Ethnic Differences in Women’s Employment,
Work, Employment and Society Journal Vol.11 ,1997.
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At the same time, there are very real barriers to employment that must be addressed
if more Pakistani and Bangladeshi women are to move towards the labour market or
into work. The most important of these are:

m family and carer responsibilities;

m language and skill barriers;

m resistance from family and community, arising from religious and cultural traditions;
m lack of accessible and affordable childcare;

m artificial or discriminatory barriers to employment; and

m lack of access to jobs that are culturally acceptable and that provide flexible
working patterns.

In many respects, these obstacles are very similar to those faced by most lone
parents. However, there are two key differences. The first is the need to use creative
and sensitive ways to reach and support economically inactive women through
faith-based, family-oriented and grassroots organisations.

The second difference is the scale of language and basic skills training that will be
required. As previously noted, 75 per cent of Bangladeshi women over 25 years old
are not fluent in English. This represents a serious handicap — not just to work but to
helping their children learn to read; to conducting the day-to-day business of
household management; and to participating in social and civic activities outside their
immediate circles.

Disadvantaged Young Men

In virtually every discussion with ethnic minority community leaders and frontline
staff, concern has been voiced about the growing number of young people, mostly
young men, who are alienated or excluded from mainstream society and institutions.

Many live in isolated neighbourhoods with few cross-ethnic networks or positive role
models. Many have done poorly in school and have few or no qualifications. They see
little prospect for securing decent jobs. Some may gravitate to substance abuse,
crime and antisocial behaviour.

As one Asian youth worker noted, for some of these young men, simply growing
older and assuming family responsibilities will give them the stability and motivation to
start training or move directly into work. But for others, it will not. For these individuals,
intensive wrap-around services will be required that draw heavily on the expertise of
faith and voluntary sector groups. Equally, the opportunity of a steady job with
prospects will be extremely important in motivating a behavioural shift.

A growing number of young people, mostly young men, are
alienated or excluded from mainstream society and institutions.
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It is difficult to estimate accurately the size of this group. Some are on JSA, some are
on IB and some are out of the labour market altogether. If we use the number of
ethnic minority men aged 16 to 24 who are not employed and not in education or in
training, the number is approximately 76,000 (2004), having increased from 59,000
(1997) and 68,000 (2000).** In addition 18 per cent of Black young people. 17 per
cent of Bangladeshi and 14 per cent of Pakistani young people are not in education,
work or training.* Without new interventions, this trend is very likely to increase in the
next few years given the younger age structure of ethnic minority communities.

Measures to Reach More Ethnic Minorities

We believe that these two groups of economically inactive people represent an
important pool of largely untapped talent — people with the potential to make a
significant contribution to their communities and the local economy. We recognise
that extending services to these individuals will represent a new undertaking for
government. However, in our view, this investment is both economically sound and
socially right. Therefore, our overall recommendation is that:

Outreach support for employability skills development and job access
should be focused on people who are not in work, not on benefit and who
may have been traditionally excluded from the labour market.

In practice, we believe that this means that existing mainstream programmes should
be adapted and expanded in four ways to meet the needs of inactive people.

Community Outreach

As one community leader said, “There is no such thing as ‘hard to reach’ groups; in
reality, they are simply ‘out of reach’ to mainstream institutions such as Jobcentre
Plus, the LSC and many large providers.” Recognising this issue, Jobcentre Plus
introduced the Ethnic Minority Outreach (EMO) initiative in 2002 to increase support
for jobless people making the transition into work.

For the most part, EMO has been delivered by community and voluntary sector
organisations with close ties to specific target groups. While it is too early to draw
conclusions on the overall impact of the programme, Jobcentre Plus local staff
suggested several points that are particularly relevant to any future design of an
outreach programme:

Economically inactive people represent an important pool
of largely untapped talent — people with the potential to
make a significant contribution to their communities and
the local economy.

31 Due to small sample sizes and changing definitions, there figures may not be statistically robust but we believe they can
be used as an indication of the directional trend.

32 Youth Cohort Study, DfES, 2004.
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There is no such thing as ‘hard to reach’ groups; in reality,
they are simply ‘out of reach’ to mainstream institutions.

m EMO has been highly successful in increasing ethnic minority awareness of
employment and training opportunities particularly for Pakistani and Bangladeshi
women, where common language and cultural understanding are key to engagement;

m generally, EMO providers have been expert at reaching target groups, patchy at
providing ESOL and skills training, and less successful in connecting with employers
unless they are part of a ‘supply chain’; and

m Jobcentre Plus must be clear at the outset on whether it is trying to reach the most
disadvantaged (or just those closer to the labour market) and, if so, must ensure that
enriched programmes and outcome measures support that objective.

We are very clear that if we are to reach inactive ethnic minority groups, it is essential
to go where they are, using faith groups, SureStart centres, schools, GP surgeries,
community facilities and trusted intermediaries. We recommend that:

A well-planned and extensive outreach programme targeted specifically

at inactive ethnic minority adults and young people, and using trusted
intermediaries, should be developed as a central part of the broader ethnic
minority strategy within the five designated cities.

ESOL and Basic Skills

In the previous chapter, we discussed the importance of ESOL and basic skills for
non-English speaking ethnic minorities. For many Pakistani and Bangladeshi women
language skills represent the first essential step towards work and active community
participation. For this reason, we are keen to see in the five designated cities:

Basic skills and ESOL courses should be expanded and held in places
that offer a safe environment for women; with content that is relevant to
their lifestyles and ambitions for family and work; and to a standard that
contributes to increased participation and success rates.

The Right Job

The power of the right job as a magnet to attract people into the labour market was a
consistent theme throughout our consultations. Bangladeshi and Pakistani women
described the ‘right job’ as one in which the employer offers flexible hours and is
attuned to their culture and faith. The NHS, schools and some large employers were
cited as being the most attractive.
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For disadvantaged ethnic minority young men the ‘right job’ was described as one
that pays well and has real career potential. Given that many of these young men
have low skills and little or no work experience, this is a difficult challenge to meet.
From our discussions with community leaders, it appears that there are few work-
based training places for this group or opportunities for training with the promise of
an attractive, known job at the end.

It is unlikely that either the New Deal or the Apprenticeship system, as currently
structured, will provide the high-support, job-focused programme required by many of
these young men. We would, therefore, like to see a small, specially designed initiative
in the five cities that would combine the following elements:

= in-depth assessment and guidance to identify the individual’s aptitude, attitude,
skills and career aspirations;

m integrated skills (basic and vocational) with work experience leading to an identified
and desirable job;

= intensive personal support and counselling before and after job placement; and

= work with employers to develop cultural competence and job coaching skills to
support new recruits.

Programme cost, duration and outcomes should reflect the at-risk population and
draw on the highest quality provision available within the city.

Funding and Targets

Understandably, the welfare-to-work delivery system is designed to assist people on
benefits to find work. But, as we have already noted, if the Government decides to
close the employment gap it will need to reach out to a new group of people. This, in
turn, will require a change in the existing policy and funding framework. Currently
Jobcentre Plus has neither the resources nor the tools to help individuals outside the
benefit system to develop their employability skills and find suitable jobs. In our view,
it will not be possible to provide the requisite outreach and tailored services for this
group without additional funding.

In addition, the current target system will be inappropriate to many ethnic minorities
who are not in work and not on benefit. Many of these individuals will need time to
increase basic and language skills, develop work disciplines and address complex
barriers to work. Moreover, since they are not on benefit, they will need to be ‘wooed’
into work with the prospect of the right job. These measures are difficult to implement
within the existing target system, which places a premium on getting people into any
job quickly.

The power of the right job as a magnet to attract people
into the labour market was a consistent theme throughout
our consultations.
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Conclusions

Reaching out to the 21 per cent of ethnic minorities who are not in the labour market
will require additional public investment, but we believe it is an essential first step if we
are to close the employment gap in the labour market. Resources will be required

to support:

m targeted outreach by grassroots and faith groups to different ethnic minority
communities;

m additional basic skills and ESOL provision provided in suitable environments;

m work with employers to identify jobs that will be desirable for priority groups
(women and young men) and to develop cultural competence among staff;

m integrated training, work experience and personal support for disadvantaged
young men; and

m changes in the resource and funding regime to reflect a new target group and
the required employability development activities.
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CHAPTER 5

INTRODUCING AN INTEGRATED SKILLS
AND EMPLOYMENT SYSTEM

Introduction
In the previous two chapters of this report, we focused primarily on two subjects:

m improving the effectiveness and responsiveness of today’s mainstream
programmes for ethnic minorities; and

m augmenting existing mainstream programmes with a concerted effort to reach
ethnic minorities who are not in work and not in the labour market.

We believe that implementing the recommendations in these chapters is critical to
providing some of the key building blocks that will be needed to close the
employment gap between Whites and ethnic minorities. But we do not believe that
these recommendations, by themselves, are sufficient. In this chapter we set out a
more radical vision for change — to shift from what is largely a supply-driven system to
one that is demand-led, using employer resources and expertise to attract and retain
more ethnic minorities into work.

In our view, this strategy, coupled with our recommendations in chapter seven for
driving change in the private and public sectors, will go far towards achieving the

Prime Minister’s ambition for parity of opportunity in the labour market. Our overall
recommendation, therefore, is that:

An integrated, employer-led employment and skills framework should be
established in each of the designated cities to increase the number and
quality of jobs for ethnic minorities and disadvantaged residents.

Rationale for Change

We believe that there are three powerful arguments for change. First, in our view, only
by developing a genuinely employer-led (demand-driven) system will it be possible to
increase substantially the numbers of jobs and career opportunities for ethnic
minorities and other disadvantaged residents. Put another way, our aim is to use the
‘pull’” of the labour market to improve access to decent jobs in high-demand sectors
and to increase the quality and relevance of the local supply system.

Only by developing a genuinely employer-led (demand-driven)
system will it be possible to increase substantially the
numbers of jobs and career opportunities for ethnic minorities
and other disadvantaged residents.
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The most cost-effective way to deliver the high-quality,
flexible services needed for a diverse customer base is
through an integrated delivery system.

Second, the Regional Skills Partnerships provide an important strategic framework for
meeting the economic, social, employment and skill needs of a region. However, few
employers and even fewer disadvantaged jobseekers think in regional terms. Most
labour market transactions are local. Currently, there is no area-based forum that
gives employers a strong voice — any real ownership — in the strategic planning and
performance of the local supply system. There is no effective way in which businesses
can influence the recruitment, employability development and skills provision that
should be contributing directly to their bottom line.

Third, today Jobcentre Plus and local LSCs operate as two separate but overlapping
systems. At a time when resources are severely constrained, there is considerable
opportunity to increase efficiency through rationalisation of provision. Equally
importantly, in our view, it is not possible for either organisation, acting on its own, to
provide full and effective services to its customers — either individuals or employers.
We believe the most cost-effective way to deliver the high-quality, flexible services
needed for a diverse customer base is through an integrated delivery system that is
based on joint planning, shared resources, and common information and
performance management systems.

In developing our recommendations, we have made several assumptions. First, our
proposals must build on the mainstream programmes and local initiatives that are
already in place. Equally important, they must be developed within the existing
strategic framework which has been established by the Regional Skills Partnership
and the Regional Development Agency (RDA).

Second, in our previous report, Welfare to Workforce Development, we recommended
that each Jobcentre Plus district and local LSC develop a joint delivery plan for
providing integrated employment and skills services for their area. During the past
year, good progress has been made in implementing this recommendation: all
Jobcentre Plus and local LSCs have joint plans in place. We must now build on and
extend this approach.

Third, the five designated cities with two-thirds of the ethnic minority population
(London, Birmingham, Manchester, Bradford/Leeds, and Leicester) should remain
the focal points for our proposals. However, the issues of ethnicity and poverty
are inextricably linked; so, any effort to increase ethnic minority employment and
business growth must be integral to a broader anti-poverty strategy. This means
concentrating on the most deprived wards or neighbourhoods within the five cities
as well as those with the highest numbers of ethnic minority residents. It will be
particularly important, in this context, that close links are maintained with the Local
Strategic Partnerships (LSP).
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The Concept of a Deal

Our proposal for developing an integrated skills and employment strategy draws on
the best practice of Jobcentre Plus and local LSCs, on the Employment Zone models,
and on the Panel’s own work with the Fair Cities and Ambition initiatives.

As with Fair Cities, the strategy is based on the fundamental concept of a ‘deal’
between employers and the local employment and skills systems — a deal in which
jobs are offered in return for qualified candidates.®

Within this framework, employers commit to working with the LSC and Jobcentre
Plus (and their contractors) to discuss human resource requirements, projected
recruitment needs and the skills and qualifications required for each vacancy; they
agree to interview all ‘approved’ candidates referred to them for specified posts; and
they commit to reviewing their existing recruitment, retention and promotion practices
to ensure that they are fair and appropriate for a diverse workforce. In return, the
supply system commits to ensuring that its outreach, employability skills development
and job placement activities produce candidates that meet the agreed specification
and quality standards.

Key Objectives of an Integrated System
We believe that the objectives of an integrated, demand-led system will be to:

m increase substantially the number of ethnic minorities (and other disadvantaged
residents) from targeted wards who gain good jobs and new careers;

= meet employer demand for job-ready candidates using skill levels 2 and 3 as the
threshold platforms for work;

m encourage fair and effective employer recruitment, retention and promotion practices;
m create a high-performance, efficient labour and learning market; and

m radically streamline funding and contracting systems to achieve increased
performance and efficiency.

Employer Leadership

A demand-led system, encompassing the concept of a deal, depends crucially on
having the calibre of employer leadership that is needed to exercise real influence
within the local business community, with political leaders and with the major public
sector partners. In our view, this means having a group of chief executives (from large
private and public sector organisations, SMEs and ethnic minority firms) who are able
and committed to fulfiling the following responsibilities:

The strategy is based on the fundamental concept of a
‘deal’ between employers and the local employment and
skills systems — a deal in which jobs are offered in return
for qualified candidates.

33 For more information on Fair Cities visit www.nationalemploymentpanel.org.uk
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m overseeing the development of the integrated skills and employment plan of
Jobcentre Plus, the local LSC and their partners;

= promoting the development of sector skills compacts, (effectively, local Sector Skill
Agreements) in collaboration with Sector Skills Councils, guaranteeing jobs for ethnic
minorities and other residents of the targeted wards;

m acting as champions for diversity, able to articulate and promote the business case
within their sector and across the wider business community; and

= advising and commenting on the performance of the employment and skills system
(in the first instance, Jobcentre Plus and the LSC) in meeting employer demand within
the city.

We are more concerned with objectives and underlying principles of an integrated
system than with the specific organisational form which it takes. Irrespective of form,
it will be critical that these business leaders have 1) sufficient standing to influence
employer recruitment, retention and promotion practices and 2) the authority to
achieve change in the quality, performance and cost that will be needed in the local
employment and skills system to ensure that ethnic minorities and other
disadvantaged residents have considerably greater employment opportunities than
exist today.

While we believe that it should be up to each of the five cities to determine the most
suitable structure to support this employer leadership group, we see the following two
approaches as offering the most practical ways forward:

m strengthening the LSC as an employer-led board (at CEO level) which has the
advantage of avoiding the formation of another local organisation and would not
require legislation; or

m establishing a new Workforce Investment Board which might incorporate existing
employer groups (such as the Fair Cities Board, Employer Coalitions, etc.) and might
be the only way to attract the top executives that will be needed.

We recognise that there are some significant challenges in implementing this
recommendation. It will only be possible to attract top chief executives if they have a
real job to do and sufficient authority to do it. This, in turn, will require the Government
agreeing to devolve greater flexibility in employment and adult skills policy and delivery
to local LSCs and Jobcentre Plus Districts. It will also require careful examination of
institutional relationships, reflecting steps to integrate workforce development, training
and jobs that are presently occurring at the regional level.

A demand-led system depends crucially on having the calibre
of employer leadership that is needed to exercise real
influence within the local business community, with political
leaders and with the major public sector partners.
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There should be a transparent system of ‘bridges
and ladders’ combining work and training to achieve
individuals’ career objectives.

We believe that there is an immense prize in achieving an integrated system — for
disadvantaged people, for employers and for the effectiveness and efficiency of local
employment and skills providers. We also believe that by using the Jobcentre Plus
and local LSC delivery plans as a foundation, we should be able to make good
progress on this within the next year. However, we recognise that there is still
considerable groundwork to be done. Therefore, we recommend that:

The National Employment Panel should re-convene its Welfare to Workforce
Development Working Group to make proposals to the Government for
securing employer leadership of a local integrated system by Budget 2006.*

Elements of an Integrated System

The fundamental objective of the integrated system should be to support ethnic
minorities and disadvantaged people to move as quickly as possible into sustained
employment. With the advice and support of Personal Advisers and an effective client
tracking system, individuals should be able to navigate the labour and skills market
easily. Through a transparent system of ‘bridges and ladders’ they should be able to
enter at different points, and progress efficiently, combining work and training to
achieve their career objectives.

Building on existing Jobcentre Plus, LSC and local partner activities, it is expected
that the system should include as part of its core offerings:

m An assessment, guidance and information system: that raises the aspirations,
knowledge and career expectations of ethnic minorities and other disadvantaged
people;

m A common client entitlement: for all prospective new entrants to a level 2
qualification and to having any basic literacy/numeracy needs addressed prior to or
on entering a job;

m Priority access to level 3 training (pre or post employment): to be offered to all
residents of the targeted wards through local provision and the National Employer
Training Programme (NETP);

m A shared employer offer: the client entitlement to form an integral part of a wider
package of business and skills support for SMEs;

m Sector workforce profiles: workforce projections for each industry and occupation
to be mapped against the city’s demographic profile in terms of ethnicity, age and
gender, to drive supply provision and promote the business case for diversity;

34 In 2003, Ministers asked the NEP to examine measures to increase collaboration between the welfare to work system for
benefit claimants and the workforce development system for employed people. The Panel’s Skills Advisory Board,
supported by a cross-departmental team, made recommendations that were announced in the March 2004 budget.
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m Fublic sector leadership: as part of the Race Equality Scheme, all local public
sector employers to lead actively in achieving targets for recruitment and retention of
targeted ward residents as well as providing annual reports of ethnicity at each level
of their workforce; and

m Strong links with local regeneration: to ensure ethnic minorities and ward residents
have the skills required to secure construction and permanent jobs from commercial
and economic development investments.

Performance and Funding

The integrated skills and employment system should be planned and managed as a
high-performance system. It should be based on a culture of high expectations — both
for individuals and for the institutions that serve them.

In practical terms we think that this means that each city should have:

m common performance measures that should include, at a minimum: job entry
rates, retention in employment, achievement of qualifications, wage at job entry,
unit costs and value-for-money and level of matched funding;

m provider contracts which have high standards, are output-based and have strong
incentives for excellence and sanctions for non-performance;

m common streamiined procurement systems underpinned by effective management
information systems (which track ethnicity) and professional contract management
systems to drive up performance;

m sustained investment in staff training and in developing the capacity and
competence of contractors within local supply chains; and

m fransparent accountability recorded through public ‘report cards’ to employers,
area residents and the media, including the relative performance of all contractors.

While we do not believe that our proposal will require significant additional financial
investment, it is unrealistic to expect that the design and implementation of radical
change will come without cost.

The most important objective will be to use existing funding far more flexibly — to allow
each city to ‘de-categorise’ current funding streams to achieve what effectively would
be a block grant. Programme entry criteria and annual outcomes, set out in a unified
five-year plan, would be approved jointly by the relevant government departments.

A strategy to achieve equal access and outcomes for each ethnic minority and faith
group would be central to the plan.

The integrated skills and employment system should be a
high-performance system based on a culture of high
expectations - both for individuals and for the institutions
that serve them.
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We recognise that the implications of this proposal are far-reaching and would require
major changes in policy and in the way that funds flow to Jobcentre Plus and the
LSC. However, we believe that the concept merits serious consideration and should
be tested within the five designated cities.

Additional funds will be needed for:
m start-up design and development;

m the requisite IT (specifically tracking ethnicity) to support improved performance
management;

= new programme support for inactive clients, special projects for large regeneration
developments, and technical assistance to employers in recruitment and retention
systems;

m training for all staff and capacity building for community and faith-based
organisations; and

m substantial financial incentives (along with sanctions for substandard performance)
for cities which exceed the key performance targets for closing the employment gap
between ethnic minority and White residents.

Conclusion

We are confident that an integrated skills and employment system will increase the
number and quality of job opportunities available to ethnic minorities and, more
broadly, to all disadvantaged residents of the five designated cities. Equally importantly,
we believe that creating a strong connection between employer demand and the

local supply system will improve significantly the performance, responsiveness, and
efficiency of that system.
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CHAPTER 6

CHAPTER ©

BLACK AND MINORITY ETHNIC ENTERPRISE
AND SELF-EMPLOYMENT?®*

Introduction

In this chapter, we look at the issue of ethnic minority business growth and self-
employment. We have divided the chapter into two sections. In the first section,

we focus on the characteristics of the sector today, its potential for expansion, and
the specific measures we believe are needed to stimulate its development as an
important contributor to local economic growth. In the second section, we examine
the issues that are specific to self-employment.

The differences between enterprise, business growth and self-employment are

not always clear. For the purpose of this report, we use the term ‘enterprise’ to
describe the activity of starting up and growing a new business. We use the term
‘self-employment’ as a way of distinguishing the specific group of people who leave
the benefit system to establish their own firm.

In conducting our review and formulating the recommendations for this chapter, we
have drawn heavily on the expertise and assistance of the Ethnic Minority Business
Forum and the panel’s SME board. In addition, we have reviewed existing research,
commissioned analysis on key issues and interviewed academics and government
experts. Most importantly, we have visited RDAs, Business Links, the Prince’s Trust,
business support agencies and community groups, and we have spoken to more
than 50 ethnic minority businesses.

The Challenge for BME Businesses

One of the most challenging aspects of our research on Black and Minority Ethnic
(BME) businesses has been the lack of existing data needed to define the size and
attributes of the sector.

Neither Companies House nor Inland Revenue require firms to flag their returns as to
whether they are BME owned or managed. We have, therefore, been unable to
construct a census-type profile of BME business today. The Government funds two
regular and relevant scans of UK enterprise: the Small Business Service’s (SBS) Small
Business Survey and the Global Entrepreneurship Monitor (GEM) survey. However, the
sample size of both of these surveys is too small for us to reliably disaggregate the
data to specific ethnic minority groups.*

35 In this chapter we use the term Black and Minority Ethnic (BME) businesses which, in the context of this field, is more
commonly used to describe ethnic minority enterprise.

36 The Annual Small Business Survey 2003 included a booster sample of BME owned businesses. This is the first survey of
its type to allow for a detailed analysis of different BME businesses. Some of the provisional (and as yet unpublished)
findings are included in this chapter.
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If the Government is to have a sound evidence base on which to formulate policy
and improve delivery to BME firms it needs more detailed information. Therefore, we
recommend that:

The Government should ensure that the sample sizes of ethnic minorities in
the enterprise surveys that it funds are large enough to allow the data to be
disaggregated down to the major ethnic groups.

However, we do know some key facts that point to a picture of a thriving, increasingly
important sector:

m There are an estimated 100,000 businesses in the UK that are ethnic minority
owned or managed, of which about 66,000 are based in London;*"

m Roughly 70 per cent of all UK businesses are BME, mirroring the total proportion of
ethnic minority adults, although this may well mask under-representation of African
Caribbeans in terms of business ownership;*

m BME businesses are smaller than average with 90 per cent classifying themselves
as micro-enterprises (one to nine employees), against 82 per cent of White
businesses; and

m The sector distribution of BME businesses is significantly different from that of
non-BME firms. Of all BME businesses surveyed, 90 per cent are in the services
sector — primarily retailing, catering, and transport — compared to 70 per cent for
non-BME firms.

There are two other important findings that help to define the nature of BME business
today. First, there is a generational difference in the motivation behind business start-
ups. Many first-generation enterprises were established out of necessity — out of the
lack of alternative employment. Today, the situation appears to be quite different. The
findings from our discussions with BME businesses has been confirmed by the
research we commissioned for this project: of all BVIE businesses that demonstrated
entrepreneurial activity, 85 per cent did so in order to take advantage of a market
opportunity and only 15 per cent did so through necessity.**

The second striking finding is the difference between BME and non-BME businesses
is their use of start-up support and advice. According to the SBS’ booster survey on
BME businesses, almost 50 per cent of all BME businesses did not seek any advice
at all when they started up.

37 There are 1.2 milion businesses with employees (SBS website) and an estimated 9.8 per cent of all businesses with staff
are BME owned (SBS Annual Small Business Survey, 2003/04).

38 Redefining London’s BME Businesses, London Development Agency, 2005.
39 Annual Small Business Survey: Minority Ethnic Business Booster Sample, SBS, 2005.

40 The GEM survey compares levels of ‘total entrepreneurial activity’. Levels of total entrepreneurial activity compare the
proportions of people who on their own or with others are setting up a stand-alone business or are setting up a business
as part of their work.

41 Ethnic Minority Global Entrepreneurship Monitor 2004, London Business School — an independent research paper
commissioned by the NEP.
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There is a generational difference in the motivation
behind business start-ups.

The most generally held view is that BME businesses are more likely to rely on family
and friends for advice. However, the SBS’ booster survey on BME businesses
indicates that they are less likely than non-BME businesses to seek any form of
support or advice. This difference is particularly marked in the non-use of accountants
and lawyers.

According to the SBS, the quality and accessibility of business support received
during the start-up stage is a critical determinant of a firm’s future success.*
Therefore, the fact that almost half of all BME businesses do not use this assistance
is potentially of concern. The evidence we have suggests either that the current
business support infrastructure is not meeting the needs of BME start-ups, or that
BME businesses are simply unaware of its availability.

The Next Generation: the New Entrepreneurs

So far, we have described the BME business landscape as it is today. Emerging
evidence suggests that we may be about to witness an important change in that
picture. Recent data that we commissioned from the GEM survey reveals that the
Total Entrepreneurial Activity (TEA) of ethnic minorities is higher (at 7.4 per cent) than

in the White population (at 4.7 per cent). This difference is marked dramatically in the
18 to 34 year age bracket, where almost twice as many ethnic minorities demonstrate
entrepreneurial activity as Whites.

The quality and accessibility of business support received
during the start-up stage is a critical determinant of a firm’s
future success.

42 A Government Action Plan for Small Businesses: The Evidence Base, SBS, 2004.
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Figure 8: Total Entrepreneurial Activity by Age
(Levels of TEA)
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In chapter two, we described the much younger age structure that all ethnic minority
groups have when compared with Whites. The rapid growth of young ethnic
minorities in major urban areas, coupled with their propensity to start new firms, could
signal an exciting new generation of entrepreneurial talent.

During our consultations we spoke with many young adults. Typically, these men and
women are English-born, from second or third generation families. Their business
interests extend well beyond the traditional services provided by their parents to their
local communities. Many are interested in developing mainstream businesses in
information and business services, IT and the creative industries. Interestingly, many
expressed a preference for conventional sources of advice and funding, such as
accountancy firms and banks.

A significant proportion of this younger generation are as committed to remaining in
their communities as their parents. This augers well for them providing a fresh impetus
in the regeneration of their cities.

The rapid growth of young ethnic minorities in major urban
areas, coupled with their propensity to start new firms, could
signal an exciting new generation of entrepreneurial talent.
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Transitional Support

We have tried to estimate the size of this group of young ethnic minority
entrepreneurs. We know that there are 612,000 ethnic minority young people aged
between 18 and 24.“ According to the GEM data, 8.3 per cent of ethnic minorities
surveyed in this age band stated that they expected to start up a business within the
next three years.

In crude terms, this means that approximately 51,000 new BME businesses might be
established over the next few years. This would represent a striking increase in the
total number of BME businesses.

The majority of this generation have or will attend local FE colleges. Many will choose
to work for several years before starting their own businesses. We know that of
established BME businesses:

m 65 per cent were started by individuals who left full or part-time employment;

m 21 per cent expanded from self-employment;

m 8 per cent were started directly following completion of education or training; and
m 5 per cent were started following a period of unemployment.*

We believe that this important group of potential entrepreneurs merits special
attention. However, there is a real issue of how to provide the right business support
at the right time. This is a key question since only 12 per cent of BME firms use
publicly funded enterprise support. Moreover, a recent report raised concerns about
the difficulties that can occur when younger entrepreneurs wish to set up small
business in the newer sectors.*

While many local firms will wish to use Business Link, we believe that a fresh
approach may be needed to facilitate the development of young people (and some
adults), particularly those who are attending — or recently attended - their local FE
college. Therefore, we suggest that specialist support for potential and new
entrepreneurs be established to provide both theoretical approaches and practical
skills such as market research and sales, business planning and project management,
budgeting and cash flow, production, quality control and distribution, IT and
networking skills.

To achieve this objective, we recommend that:

New Centres of Vocational Excellence (CoVEs) for Entrepreneurship
should be established in the designated cities.

43 Labour Force Survey, 2004.
44 Annual Small Business Survey: Minority Ethnic Business Booster Sample, SBS, 2005.
45 Engaging Black and Minority Ethnic Entrepreneurs in Business Support, SBS, 2003.
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Development of this initiative should be done in close collaboration with the RDAS,
particularly with the new East Midlands initiative that is being designed to provide
focused coaching for new start-ups and business development.* Consideration
might also be given to including access for 14 year olds as a means of enriching
the school curriculum.

We have also considered how best to provide customised support to BME firms (and
other SMEs) in a way which meets documented demand, is cost efficient and does
not duplicate the existing business support infrastructure. In particular, we have
considered ways to assist younger ethnic minority entrepreneurs to accelerate
business development as part of boosting local employment and regeneration.

Our concept is based on feedback from the many ethnic minority owner/managers
with whom we met during the consultation and from the Panel’s own SME Board.
A good deal of frustration in those discussions centred on the perceived imbalance
between the sizeable amount of advice that is available and the lack of practical
hands-on help with actual business operations.

Many BME start-up businesses are in concentrated geographical areas and many are
in similar sectors. Therefore, it should be possible to provide a tailored package of
professional business services to these firms in the five designated cities. This shared
back-office service could include payroll management, monthly account reconciliation,
cash-flow forecasts and basic management information, as well as advice on
employment law, health and safety, and access to finance. In return, the businesses
would pay a competitive fee.

Clearly, there should be a collaborative relationship between these service facilities
and the CoVE entrepreneurship centres. Therefore, we recommend that:

Consideration should be given to the implementation of practical business
support through shared back-office incubation facilities, within the CoVEs
or under separate private sponsorship.

BME Business Growth

We were asked to consider measures for increasing BME business growth. To build
a better picture of the current situation, we have drawn directly upon the SBS’
booster survey of BME businesses.

The SBS research indicates that there is little difference between past and anticipated
job growth for existing BME and non-BME businesses. Just over 60 per cent of all
businesses responded positively to the question ‘Do you intend to grow the business
over the next 2 or 3 years?’ Black businesses were significantly more likely to expect
to grow than other BME businesses.

46 An initiative developed by Connect Midlands and backed by the East Midlands Development Agency and the European
Regional Development Fund is providing start-up companies with seed-funding and ongoing support.
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BME businesses employ similar growth strategies to White businesses with one
exception. Aimost 30 per cent plan to grow by expanding or purchasing new
premises, against 16 per cent for White businesses. This may be a reflection of the
sectoral differences between BME and non-BME businesses. The greater propensity
for BME businesses to provide services (e.g. retailing and restaurants) may explain the
greater need for new or larger premises in order to expand.

The relative ranking of barriers to business growth is similar for BME and White
businesses. These barriers include competition, the economy, taxation, regulation,
staff recruitment and cash flow problems. Importantly, however, the survey reveals
that obtaining finance and the availability or cost of premises are more frequently
problems for BME firms. Given that double the proportion of BME businesses depend
on premises to grow; this is clearly a major barrier for some firms.

The Business Support Infrastructure

The Government currently spends £2.5 billion per year on support to small firms.

Of this sum, £1.8 billion is spent on business support services. These services aim to
help people start their own or grow existing businesses. Business Link is the main
government brand providing a national small business support gateway. Through
direct service provision and services contracted to other agencies, Business Link
spends approximately £140 million per year.

The SBS research indicates that only 12 per cent of all ethnic minority businesses
approached public agencies for start-up advice. According to a British Bankers
Association (BBA) report, only 7 per cent of BME firms surveyed in 2000 reported
using public or quasi-public agencies for start-up advice; this compared with 11 per
cent of White-owned firms.*” Given the scale and coverage of the UK’s business
support infrastructure, this low usage is perplexing.

Obtaining finance and the availability or cost of premises are
more frequently problems for BME firms.

47 Accessing Finance and Business Support by Ethnic Minority Businesses in the UK, British Bankers Association, 2002.
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Figure 9: Sources of Advice about Starting-up a Business
(Proportion of survey respondents)
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Visibility

Perhaps the most obvious explanation is lack of awareness of existing provision.
Business Link is the Government’s prime brand for business assistance and the
main gateway to both public and private sector business support services. Research
commissioned by the SBS found that there is a marked difference in Business Link
brand awareness between all firms at 68 per cent and BME businesses at 46 per
cent.”® Targeted outreach activity for ethnic minority groups occurs in some locations,
and some areas have created alternative brands for BME business services, but in
our view, more needs to be done to raise awareness.

Complexity

A second explanation could relate to the infrastructure — that it is too large and
complex. In London alone there are 345 public or quasi-public agencies providing
small business services, including a Business Link for Greater London.* In the
North East, there are 457 small business support services offered by 115 different
organisations.*

The fragmentation of services make it confusing
for BME firms to get the help they want.

48 Business Links and Companies House Awareness and Understanding, 2004.
49 London Development Agency.
50 North East Regional Development Agency.
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