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Social Firms UK Comments on the Work Programme 

About Social Firms UK
1
Social Firms UK is the national support agency for Social Firms. Our vision is that everyone has the opportunity to be employed and our mission is to support, strengthen and grow the Social Firm sector so more people facing the most significant barriers to work can gain employment. 

2
We are a membership organisation and our members are Social Firms themselves or organisations who have an interest in the Social Firm sector generally or who are considering setting up Social Firms. We have surveyed our members to canvas their views on the Work Programme and our response reflects their replies.
About Social Firms and the Social Firm sector
3
Many Social Firms have the potential to be specialist providers for the Work Programme. They exist in order to create jobs and employment opportunities for people that most other employers would not even consider taking on. Social Firms are a particular type of social enterprise. They are predominantly small businesses that generate at least 50% of their income through trade and re-invest their profits to help create more jobs. Social Firms work in all industrial sectors. What really makes them different is that at least 25% of their employees face major barriers to work because for example they have a learning disability, mental health problem, a prison record or they are trying to overcome an addiction. In many Social Firms that percentage is far higher.
4
Our latest mapping shows that there are over 180 Social Firms in the UK, employing over 2600 people, some 58% of whom face major labour market disadvantage.

General comment
5
Before commenting on the details of the Work Programme, we have a fundamental question about the extent to which it can really help to address poverty and social inclusion. In essence, the Work Programme is an employability and placement programme and its success depends on the availability of accessible jobs (accessible in terms of geographical location or and/or in terms of the individual having the skills or attributes that an employer wants). 
6
Since 2008 the impact of the economic down turn has meant that the number of people without work and receiving benefits (JSA, ESA, IB. IS) has risen dramatically. In 2010 many people who were furthest from the labour market before “the crash” (for example, people with mental health problems, learning disabilities, drug or alcohol addictions, or prison records as well as people living an geographical areas of economic and social disadvantage) now find it even more difficult to get work. Despite recent reports that the UK economy is making a gradual recovery, the impact of imminent public expenditure cuts will result in job losses in both the public and private sectors so that even more people will be chasing even fewer jobs. 

7
We are deeply concerned that the Department for Work and Pensions does not see itself as having any role in helping to create jobs. In our survey 100% of our members thought that the Government should do more to support job creation. 
We recommend that:
The appropriate Cabinet Committees ( Social Justice and/or Economic Affairs) should consider collectively how to support an increase in the supply of accessible jobs for people furthest from the labour market and agree which Government Department(s) do have a role to play and what action they can take. 
Design of the Work Programme
8
After visiting a Social Firm earlier this month, Iain Duncan Smith said “It's absolutely fantastic what's going on here today…. It's exactly what's required, helping people with difficulties get back into employment…I'll be insisting on it, that organisations like this are involved in the contracts and packages.”  
9
A lot of Social Firms are interested in participating in the delivery of the Work Programme and want it to be as effective as possible. The freedoms to tailor provision to the needs of the individual are a welcome advance.  However, Social Firms actual involvement will depend on the detailed design of the Programme and its “contracts and packages” . 
10
DWP is in the position to and, we believe, has a duty to mitigate some of the risks for specialist providers and the job-seekers they could potential support, that are associated with the commissioning strategy, outcome-based funding and the black box approach. In particular we consider it critical that DWP takes sufficient account of the reality of what it takes to overcome the multiple barriers that some people furthest from the labour market face; and how Social Firms help them to do this. There is clearly no point in entering into an outcome-based contract if it is likely to place the financial viability of the organisation at risk and, perversely, lead to job losses for people at greatest labour market disadvantage.
 11
With that in mind, we hope that you will take account of the following suggestions.
a) Cherry picking and parking
Under the “black box” system there will be no safeguards to ensure that people who face more barriers to work and out of poverty get the help they need. To avoid cherry-picking and parking over 92% of  our survey respondents thought that DWP  should introduce a differential funding system that gives greatest weight to outcomes for people facing the most barriers to work. 
b) Funding based on 12 months+ in full time employment
There are several reasons why most small and/or specialist providers, would find it difficult to sign up to an outcome-based contract with payments triggered when someone has been employed for over 12 months.    
Our members consider that, for people furthest from the labour market, outcomes should be recognised, and payments should be staged according to “distance travelled” . For some people health problems or the impact of a disability mean that  full time jobs may not be suitable and/ or achievable. 100% of the respondents to our survey agree that it is more realistic to look at employability outcomes against a continuum. For people facing multiple barriers to work, developing the motivation and confidence to move into work, is usually the key starting point and gaining a certificate/vocational qualification is a real achievement for someone with a poor educational history.  The continuum begins, perhaps, with voluntary work, moving to part-time work and, for those who can, full time work. 
This approach also fits better with the situation where there is a mismatch between a person’s skill level and the jobs available – a situation that could easily arise for someone with learning disabilities unless more action is taken to encourage/persuade/incentivise employers to carve out suitable jobs.

A further issue arises if, through no fault of the provider, achieving an outcome becomes unattainable. Our members are concerned about scenarios such as:

· a specialist provider working with people with addiction problems does not receive a payment because an individual relapses; or

· a specialist provider succeeds in supporting an individual facing multiple barriers into work, but the employer subsequently makes that person redundant after 6 months; or

· a specialist provider is operating in a geographical area where the majority of vacancies are for temporary or short term contract work. 
We urge DWP to build a staged payment system that realistically reflects the distance travelled by people facing the greatest barriers to work.  
c) Prime contractors passing excessive financial risk to specialist providers 
For the majority of specialist providers, (who are often civil society or social enterprise organisations) it will usually be financially impossible to offer support that individuals need purely on the basis of the outcome-related payments triggered when an individual has been employed for 12+ months. In addition to the points made at b) above, the unanimous view of our members is that there should be some element of upfront funding. The specific arrangements would obviously depend on the nature of the support but, as one member put it, “Primes should be required [ by DWP] to step out of the black box and give details of how they will assure their work against the risks……[of] exploiting subcontractors”.  A requirement for transparency would also help clarify issues such as whether, and under what circumstances, the prime contractor would expect to claw back any upfront payments. The specialist providers need such transparency in order to decide whether involvement in the Work Programme involves an acceptable level of risk for their business and to plan effectively. 
12 We trust you will take these suggestions into account. 
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