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1 Summary of 

recommendations 

Performance 

1.1 We recommend that the bidding process is based on ‘performance 

offers’ where each bidder forms their own judgement on what they 

assess to be realistic levels of performance over the contract period. 

These ‘offers’ should be part of the bidding process and assessed in the 

scoring of bids. 

1.2 We recommend the GLA/LEP establishes a ‘floor’ or a Minimum Offer 

Level (MOL) for each programme, below which bids are not accepted. 

The MOL should be determined by the average performance level for 

equivalent target groups from the 2007-13 programmes. This should 

apply to both ‘into work’ projects and NEET to EET. 

1.3 Whilst the Minimum Offer Level will set the floor on performance levels, 

there is sufficient evidence for the GLA/LEP to indicate the level of 

performance they expect in the future.  

1.4 We recommend that the GLA/LEP sets Expected Performance Offers 

(EPOs). These would be guides for bidders only, but they would set the 

performance level that the GLA/LEP believes is achievable in the future. 

Bidders can make performance offers above or below the EPO but it is 

intended to act as a clear indication to the market about the levels of 

performance expected.  

Payment Model recommendations 

1.5 We recommend there should be simplified payment models for each 

strand of the new programme, and with less variation between the 

strands. The statistically positive relationship between PBR and sustained 

job entries suggests that all projects should have a proportion of 

payments based on sustained job entries. 

1.6 We recommend for ‘into work’ projects the value of job entry payments 

should be between 20% to 50% of total payments, and sustainment 

payments should also be between 20% to 50%. Other payments (such as 
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attachment, start fees or other interim payments) should be no more than 

60%. The optimal proportion appears to be 30% on job entry, 50% on 

sustainment and 20% on start fees. 

1.7 We recommend that variations to the standard rates should be justified 

according to an assessment of the ability of the provider market to cope 

with the financial risk and cashflow implications. Our assumption is that 

the more specialist provision that is required because of the difficulty of 

the target group, the more justification there could be in lowering the PBR 

rate and increasing the use of advanced and/or attachment/start 

payments. 

Contract size recommendations 

1.8 We recommend that in general ESF commissioners should aim to 

increase the size of contracts, but aim for an appropriate balance to 

ensure that smaller projects can participate where the target groups and 

service is justified. 

1.9 We recommend that for ‘Into work’ projects bids are encouraged so 

that they are over £500,000. 

1.10 We recommend that for ‘NEET to EET’ projects bids are encouraged so 

that they are over £1 million. 

1.11 We recommend that the minimum size should be adjusted according to 

the volumes in target groups, the level of disadvantage and the 

contracting geography. 

1.12 We recommend there should be an equivalent of the Work Programme 

Merlin Standard for London to protect the interests of smaller 

organisations in the context of increased use of larger contracts. This 

process could start by issuing GLA guidance on unfair and undesirable 

practices. The link with the Employability Performance Rating should also 

be explored. 

Contract duration recommendations 

1.13 We recommend that, as standard, all contracts are for three years. 

Variations might be justified for very specific projects but the default 

should be three year contracts.  
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1.14 We recommend that consideration should be given to how successful 

projects and providers can be continued beyond three years but at the 

same time ensure there are opportunities for new entrants to the provider 

market. 

1.15 We recommend the move to three year contracts should be 

accompanied by improved contract and performance management, 

specifically: 

 establish appropriate common standards for contract and performance 

management across CFOs 

 increase the use and profile of the London ‘Employability Performance 

Rating’ (see Chapter 6) 

 incorporate quality reviews in performance management so that there 

is increased sharing of best practice 

 ensure contracts are sufficiently flexible with variation clauses to enable 

adjustments for social and wider economy reasons. 

Contract Geography Recommendations 

1.16 We recommend for ‘into work’ projects that the commissioning 

geography needs to be a decision based on the proposed target groups, 

type of service, and contract size.  

1.17 We recommend that for NEET to EET all contracts should be cross 

borough unless there are particular target groups that justify a Pan 

London approach.  

Target Group recommendations 

1.18 We recommend that labour market disadvantage is taken into account 

when agreeing future programmes, priorities, eligibility and budgets.  

1.19 We recommend that Minimum Offer Levels and Expected Performance 

Offer rates should be set for each target group in the new programme, 

and informed by the performance of the current programme. 

1.20 We recommend that when standardising payment models, the level of 

labour market disadvantage should be taken into account, for example, 

groups with a higher disadvantage could have lower Payment by Results. 
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1.21 We recommend that reporting on target group participation across all 

contracts should be tightened up and that target group performance rates 

should be monitored across all contracts to mitigate parking. 

1.22 We recommend there is a reward or penalty framework for contractors 

that exceed their targets for the most disadvantaged groups and, at the 

same time, exceed their performance offers. 

Overall performance levels 

1.23 We recommend that the overall programme Minimum Offer Level 

for 2014-2020 is set at the 22% average job entry for the current 

programme and that the Expected Performance Offer level for the 

new programme should be set at least 6 percentage points above, or 

28%. This is on the assumption that the composition of the target groups 

is broadly comparable. 

1.24 A 6 percentage point increase on the current 22% average performance 

represents a 27% increase. Therefore a uniform 27% increase has been 

used to derive the Expected Performance Offer for each strand of the new 

programme, with the exception of ‘Risk of NEET’ which is 10%.  

1.25 Flexibility for bidders to propose their own unit costs is important to 

capture the diversity of activities and the extent of disadvantage of the 

intended participants of each project. However, if bidders are to be 

allowed flexibility to determine their own unit costs then we recommend 

a maximum should be set for each target group, above which the 

LEP/GLA will not pay. We do not recommend setting a lower unit 

cost for each target group.  

Unit costs and performance levels 

1.26 We recommend that the ‘target unit costs per starter’ for each group 

should be in the range set by the ‘programme average’ and the ‘average 

of the top 40% of projects’ for the 2007-13 programme. If a single unit 

cost is used in commissioning, different judgements for each group will 

need to be made as to where in the range the cost should be set. 

1.27 We recommend that the ‘Minimum Offer Level’ should be the same as 

the ‘Average job entry or NEET to EET’ rate and in the range set by the 

‘programme average’ and the ‘top 40% average’ for the 2007-13 

programme. 
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1.28 In line with our recommendations on performance, we recommend that 

the ‘Expected Performance Offer’ should be an uplift of 27% for all groups 

with the exception of ‘Risk of NEET’ where it should be 10%.  

1.29 We recommend that the range for the ‘gross unit cost per job 

entry/EET’ should be derived from the ‘Minimum Offer Level’ and the ‘unit 

cost per starter’ and that this range (or, if used, the single unit cost per 

outcome) becomes the maximum permissible cost per outcome for 

bidders. Performance levels and unit cost ranges are set out in the Table 

below: 

  

2007-13 
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Risk of NEET     

Unit Cost per starter £1,686 £1,973 

Average NEET to EET rate 75% 85% 

Expected Performance Offer: NEET to EET 82% 94% 

Gross unit cost per NEET to EET £2,258 £2,321 

Number of projects 12 5 

NEET     

Unit Cost per starter £1,645 £1,904 

Average Job Entry/EET rate 49% 69% 

Expected Performance Offer: job entry/EET 62% 88% 

Gross unit cost per job entry/EET £3,355 £2,759 

Number of projects 31 12 

Health conditions and disabilities     

Unit Cost per starter £1,548 £1,819 

Average Job Entry rate 17% 23% 

Expected Performance Offer: job entry 22% 29% 

Gross unit cost per job entry £9,104 £7,942 

Number of projects 21 10 

Women and parents     

Unit Cost per starter £1,842 £2,103 

Average Job Entry rate 23% 33% 

Expected Performance Offer: job entry 29% 42% 

Gross unit cost per job entry £8,143 £6,342 

Number of projects 17 6 

Disadvantaged Groups     

Unit Cost per starter £1,612 £1,281 

Average Job Entry rate 22% 36% 

Expected Performance Offer: job entry 28% 46% 

Gross unit cost per job entry £7,281 £3,526 
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Number of projects 134 44 

The hardest to help     

Unit Cost per starter £1,676 £1,751 

Average Job Entry rate 17% 22% 

Expected Performance Offer: job entry 22% 28% 

Gross unit cost per job entry £9,654 £7,947 

Number of projects 14 5 
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2 Introduction 

2.1 The Greater London Authority commissioned the Centre for Economic and 

Social Inclusion to produce this report to inform the London Enterprise 

Panel and future ESF commissioners. The overall aim is to examine 

performance across the 2007-2013 ESF programme to understand how 

outcomes can be increased for the new programme. 

2.2 London was allocated £410m of ESF funding for the 2007-13 programme, 

and has been allocated £465m for the next ESF 2014-2020 funding 

period. This report brings together regional evidence of ESF priority 1 

(extending employment opportunities) funded provision to make 

recommendations on steps that could make future ESF programmes more 

effective.   

2.3 Research for this report included:  

 interviews with staff from the co-financing organisations (Greater 

London Authority, Department for Work and Pensions, Skills Funding 

Agency, National Offender Management Service, and London Councils) 

 interviews and a focus group with providers of services commissioned 

in ESF 2007-13 in London 

 compilation and analysis of unit cost and performance data  

 review of relevant literature  

 a workshop to test emerging recommendations. 
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3 Policy context 

2007 to 2013 context 

3.1 The period 2007 to 2013 covered significant changes in the labour market, as 

well as in the design and commissioning of active labour market measures and 

the institutional arrangements for funding training programmes. Clearly the 

most significant event was the onset of the recession in 2008 and the 

extended period of high unemployment before it began to decline in 2013. 

The Jobseekers Allowance (JSA) count in London increased by over 100,000, 

an increase of almost 90%. The London NEET rate for 16-24 year olds peaked 

at 17.9% in 2011 and has since declined to 11.4%. 

3.2 As a response to the recession the Labour Government introduced a number 

of measures including the Future Jobs Fund and the Young Person’s 

Guarantee. At the same time the Labour Government reformed the New Deal 

and in Autumn 2009 the Flexible New Deal (FND) was launched. The Learning 

and Skills Council (LSC) was abolished in 2010 and replaced by the Skills 

Funding Agency and the Young Peoples Learning Agency (now part of the 

Education Funding Agency since 2012).  

3.3 In 2008, DWP released its first Commissioning Strategy and signalled a new 

approach to contracting, which included: 

 larger, longer contracts to be delivered by prime providers, leading and 

managing diverse supply chains 

 local activities funded through the European Social Fund to 

complement mainstream provision rather than duplicate or directly 

compete 

 a market where smaller providers will mainly act as sub-contractors. 

3.4 To deliver the Strategy, DWP established the Employment Related Services 

Framework, through which it selected the ‘prime providers’ who could bid for 

contracts. At a minimum only organisations with a £20 million turnover could 

bid to be on the framework. 

3.5 In May 2010 the incoming Coalition Government announced they would cancel 

the FND contracts and the Future Jobs Fund, and replace them with the Work 
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Programme and decided to continue with Work Choice, a programme for 

claimants with disabilities and health problems. 

3.6 The Work Programme was launched in June 2011 and is the single largest 

programme for claimants to have operated in London. Up to June 2014 a total 

of 236,660 people have started on the Work Programme which is 4.5% of 

London’s working age population. In addition, the austerity programme by the 

Coalition Government led to a tightening of budgets and reduced staffing for 

the management of programmes. 

3.7 Therefore the key policy and institutional influences in this period were: 

 a significant extension in the use of prime contractors and larger 

contracts 

 a greater use of outcome-based funding or ‘payment by results’ 

 the establishment of a provider ‘market’ where most smaller 

organisations become sub-contractors 

 overall a diminished role for local government both strategically and in 

delivery, but with continued exploration of how more can be devolved, 

for example, through City Deals and Growth Deals 

 substantial reform of the institutions and procurement processes for 

employment and training. 

2014 to 2020 context 

3.8 The ESF 2014-2020 will fund employment, skills and social inclusion activities. 

Local Enterprise Partnerships (LEPs) have been given strategic influence over 

ESF, and LEPs have worked with local partners to develop investment 

strategies to use the funds to promote growth and jobs in their local areas. 

LEPs submitted initial drafts of their strategies in October 2013 and revised 

strategies in January 2014.  

3.9 ESF has to be matched by UK funding and LEPs access this by ‘opting-in’ to a 

service offer from a national organisation or programme. When opting-in a 

LEP commits part of its European Structural and Investment Funds allocation 

to the programme. In return, the LEP accesses match funding and 

administrative support. The opt-in model allows LEPs and their partners to join 

with national organisations or programmes to implement policy priorities. The 

Skills Funding Agency, Big Lottery Fund and the Department for Work and 
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Pensions (DWP) have invited LEPs to help provide their services and access 

ESF funding. The National Offender Management Service will continue to 

operate a national programme supporting the reintegration of prisoners back 

into the workforce. 

3.10 The purpose of ESF is to add value to mainstream government programmes, 

therefore anticipating the future policy and funding context is important when 

establishing the next ESF programme. With a General Election in 2015 the 

best approach is to identify those trends in policy and financing that are likely 

to continue irrespective of the election result. These are: 

3.11 Demographics, employer demand and qualifications:  London’s 

population is forecast to continue to grow over the period, and London has a 

younger population profile compared to the rest of the country. Whilst the 

population of 16 year olds dips in the next few years, it climbs steeply from 

2017. The ethnic composition and nationality of London’s residents is also 

forecast to become more diverse. Forecasts show that employer demand will 

remain strong (discounting any future economic shock) but there will be a 

significant shift to more jobs requiring higher qualifications. The consequence 

will be that those with low qualifications will face a more competitive labour 

market and they will be over-represented amongst the unemployed and 

inactive. Qualifications and skills attainment will therefore become more 

important not just for young people, but also for adults. 

3.12 Reductions in public expenditure: there will be continued pressures on 

central and local government funding to reduce the budget deficit. This could 

mean further downward pressure on unit costs and/or restrictions in the 

number of people to be served by mainstream programmes. In addition, the 

capacity of commissioners is likely to be further reduced possibly leading to 

larger contracts and/or the outsourcing of procurement. 

3.13 Universal Credit (UC): there is cross-party agreement that the principle of 

UC is right, however the process of introducing UC is now considerably behind 

original plans. It is likely that most of the period up to 2018 (if not beyond) 

will be a phased roll-out of UC both geographically and to different types of 

benefit and tax credit claimants. This will, at times, bring a level of complexity 

and doubtless confusion to claimants and advisors. To help claimants a new 
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service is being trialled for one year from September 2014 called ‘Universal 

Support Delivered Locally’ and six1 London boroughs are involved.  

3.14 With a wider roll-out of UC, it is likely that there will be an increasing policy 

focus on ‘progression in work’ and not just sustained job entries. UC 

incorporates tax credits for those people who have low earnings, as such a 

level of conditionality is being considered to require and/or encourage people 

to increase their earnings and therefore reduce their claim on UC. In London, 

the Timewise Foundation is delivering a pilot to explore how low income 

working parents (who would be due to come under UC conditionality) can be 

helped into better paid employment above the UC conditionality threshold.  

3.15 Reform of young people’s JSA entitlement: There are proposals across 

the political spectrum to reform benefits for young people. Modelled on the 

Australian system of a Youth Allowance, which is based on the principle of 

‘earn and learn’. Currently there are a number of different proposals for how 

this would work in practice, but all incorporate: 1) increased requirements to 

participate in learning; 2) reduction in entitlement to benefits, including 

Housing Benefit. It is feasible that reforms could be implemented in the next 

parliament, however this may be contingent on progress in introducing UC. 

3.16 Replacement of the Work Programme: The current Work Programme 

contracts finish in June 2016, however it is possible that there will be a one 

year extension to June 2017. DWP have now commenced the process of 

designing a replacement with a wide range of options being considered. Final 

decisions about the nature of a new programme will be taken after the 

General Election, followed by preparations for commissioning for new 

programme(s) to commence in June 2016 or 2017. Under active consideration 

is whether all or part of the Work Programme should be ‘devolved’ to one 

extent or another, including the possibility of a co-commissioning approach 

with local partners. 

3.17 People with health problems and disabilities: As well as a decision 

about the Work Programme, the future of Workchoice also has to be 

determined. Some proposals include the consolidation of existing support into 

one single programme for people with health problems and disabilities. Given 

the relatively poor performance of the Work Programme for ESA claimants it is 

expected there will be substantial reform to programmes and/or payment 

structures. In addition, there are now substantial delays in WCA assessments 

                                        

1 These are LB Islington and two joint trial areas covering: 1) Lambeth, Lewisham and 
Southwark; 2) Westminster and the Royal Borough of Kensington and Chelsea.  



London ESF 2007-13 

15 

and the re-assessment of existing Incapacity Benefit (IB) claimants. This will 

mean there could be significant numbers of IB claimants remaining in London 

for the early part of the next ESF programme. 

3.18 Access to support – claimants and non-claimants: Many people that 

might need support with jobseeking and/or training are not claiming benefits. 

In the last decade increasing numbers of people who say they are 

unemployed do not claim benefits – currently only 50% of ILO unemployed 

people claim JSA. In addition, particularly for young people, there are high 

levels of under-employment and people not working to their potential. There 

will be an increasing policy debate about whether more should be done for 

this group, including providing support to progress in work. 

3.19 People with multiple disadvantages in the labour market: In a period 

of a low and/or declining JSA claimant count, those people with multiple 

disadvantages make up a larger proportion of the long-term unemployed. This 

can have an impact on: 1) job outcomes rates; 2) the unit costs for providers; 

3) the capability of providers to respond to changing needs; 4) how 

commissioners design and structure programmes; 5) the added value of ESF if 

mainstream programmes are responding to increased levels of disadvantage. 
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4 Overview of ESF 2007-13 in 

London 

4.1 This section describes the London European Social Fund (ESF) Priority 1 

programme from its inception to the position in mid 2014, setting it in the 

context of ESF’s goals, and the evolving economic and policy 

environment. It identifies the main features of the programme, and draws 

attention to issues which are explored in more depth in other sections of 

this report, and those which are of particular relevance to development 

and delivery of new 2014-2020 European Structural and Investment Fund 

(ESIF) programme in London. 

Programme creation, goals and evolution 

4.2 London’s ESF programme is part of the UK’s allocation of European Union 

structural funds for the 2007-2013 period, in practice supporting delivery 

on the ground from 2008 up to the end of 2015. ESF is one of a number 

of Structural Funds, and is the EU’s primary vehicle for labour market 

intervention. It is founded on a principle of partnership with Member 

States, working to a shared set of high level goals, and deployed as joint 

investment alongside domestic ‘match funding’. In London’s case, EU 

funds require matching funds at a 50:50 rate.  

4.3 London’s programme was created in conformity with the overall England 

Operational Programme (OP), which was finally agreed with the European 

Commission in 2007. The OP was the culmination of highly detailed 

analysis of England’s economy and labour market, in the European 

context, and set out priorities for the use of allocated funding along with: 

the types of activities able to be supported; its geographical distribution; 

top level practical administrative; oversight and evaluation arrangements; 

and expectations for the disbursement of funds and achievement of 

numerical outputs and outcomes. The OP remains in place for the entire 

duration of the programme. 

4.4 ESF in England was structured to map on to the nine Regions, one being 

London. Unlike in the rest of England, London was given ‘Intermediate 

Body’ status, giving it a higher degree of local control and responsibility. 

This was consistent with devolution of new powers to London via the 
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Mayoral system and GLA. Operational responsibility was to be exercised 

by a dedicated unit at the London Development Agency (LDA), acting on 

behalf of the Mayor and GLA. Each region developed a Regional 

Framework, setting out overall goals and arrangements for the 

programme, initially in greater detail for the 2007-2010 period, with a 

requirement (which was fulfilled) for a mid-point update for the 2010-

2013 period. 

4.5 The overall goals of ESF in England were to contribute to sustainable 

economic growth and social inclusion by extending opportunities and by 

developing a skilled and adaptable workforce.  

4.6 London’s Regional Framework reframed this into a vision to: enable 

greater access to sustainable employment, particularly for groups 

experiencing multiple barriers to the labour market, and to create a more 

skilled and adaptable workforce for the London economy. 

4.7 There were a number of key changes from the previous (2000-2006) 

London ESF programme: 

 Significantly reduced amount of EU funds available  

 Two rather than five priorities (in practice this can be seen as semantic 

rather than a reduction in the scope of possible interventions, but was 

a response to perceptions of over complexity in previous periods) 

 Almost all provision delivered via ‘co-financing’ arrangements. This is a 

process which allows match funding to be provided at a high, strategic 

level from a limited number of public bodies, and involving competitive 

award by them of contracts to deliver services and outcomes. In the 

London case this meant the Department for Work and Pensions, the 

Skills Funding Agency, the London Development Agency, London 

Councils (the Boroughs acting as a co-ordinated group) and the 

National Offender Management Service (NOMS).  

4.8 At the time of the creation of England’s OP and the London 2007-10 

Regional Framework, economic conditions were generally buoyant at 

macro level. This is clearly reflected in the analysis underpinning both 

national and local priorities, and the priorities identified. London’s ESF 

programme was targeted on two main phenomena observed in such 

conditions: a) continuing high incidence of labour market exclusion and 

non participation, implying high levels of complex and multiple barriers for 

those failing to engage with a successful, job rich economy – London had 
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the lowest rate of employment and highest rate of child poverty in the 

UK; and b) persistent and growth inhibiting skills and capacity shortages 

in many key sectors, even though London has the most productive and 

highly skilled workforce in the UK  

4.9 Other macro and contextual features influenced London’s programme: 

 The very large scale infrastructure initiatives taking place during 

programme period: London Olympics 2012 and Stratford Westfield, 

Crossrail, Heathrow T5, with predictions of strong demand for (and 

shortage of) skilled labour for these, and consequently the rest of the 

London economy 

 Social and political concern with the persistence of unemployment, 

worklessness and exclusion in good economic conditions, with 

emerging consensus that effective responses were needed to address 

multiple disadvantage, for example in relation to family circumstances, 

child poverty, health, geographical concentration, offending 

 A high incidence of in-migration from the UK, Europe and beyond, and 

of daily commuting – with the London labour market needing to be 

seen in a  wider context 

 An increasing and complex set of national and localised programmes 

and initiatives with which EU funds need to mesh, including broad 

welfare reform, the move towards payment by results, City Strategy 

Pathfinders, and changing patterns of political responsibility. 

4.10 ESF in London was able to deliver against two priority areas, one related 

to employment measures, social inclusion and tackling unemployment 

(essentially labour market supply side measures), the second focused on 

skills and learning with a focus on improving the provision of skills needed 

in the labour market. This report focuses on the former, Priority 1: 

Extending Employment Opportunities. 

Priority 1 

4.11 The London Priority 1 strand of the programme was informed by three 

elements: 

 Tackling barriers to employment  

 Addressing the concentration of disadvantage 
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 Reducing disparities in labour market outcomes between groups. 

4.12 The programme divided between three main areas of work: 

 Priority 1.1 Improving employability and skills of the unemployed and 

economically inactive people – £156.5m ESF allocated  initially, 72.5% 

of Priority 1, increased to £207.6m in 2010 

 Priority 1.2 Employment and skills activities targeted at young people 

who are not in education, employment or training (NEET) or at risk of 

becoming NEET – £53.9m (25%) originally, increased to £76.9m in 

2010 

 Priority 1.3 Community Grants programme for those groups furthest 

from the labour market – £5.4m (2.5%) originally, reduced to £3.5m in 

2010 (NB. this Priority is not included in this review). 

4.13 Table 1 shows the allocation of funding in the initial London framework, 

as well as the final allocation agreed in 2010, and spend achieved to date.  

4.14 Table 2 summarises the main features of the different Co-Financing 

Organisation (CFO) programmes across the programme. Given the 

number of CFOs working in the capital, a division of labour for Priority 1.1 

was agreed by the London ESF Committee2. This reflects the work that 

was done at a London strategic level at the mid-point to improve 

alignment across the programme3. The final distribution of responsibilities 

was as follows: 

 DWP/JCP provision focused on the unemployed and the economically 

inactive 

 Skills Funding Agency focused primarily on individuals who are 

unemployed for up to twelve months 

 LDA/GLA focused primarily on the economically inactive 

                                        

2 The ESF regional committee was established to ensure the programme in London 

delivers to best meet London strategic objectives and maximise the impact of the 
funding. All CFOs activity is monitored and approved regionally through the London ESF 

Committee. 
3 See the ‘London European Social Fund 2011-2013 Programme Update’, GLA, 
September 2010 
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 National Offender Management Service (NOMS) provision focused 

solely on offenders who need additional support to access employment 

or other CFOs’ mainstream and ESF provision 

 London Councils provision focused primarily on the economically 

inactive with a focus on encouraging provision by third sector 

providers. 

These changes reflected attempts to realign the programme at the mid-

point review to take into account: 1) learning from programme 

performance to date, in particular the need for better differentiation 

between provision by different CFOs; 2) changes in the economy and 

labour market, particularly the recession and increased need for provision 

for more recently unemployed people and even greater barriers to entry 

for the long term unemployed and workless; and 3) increased funding 

availability arising from the programme’s revaluation, married to those 

CFOs with the greatest capacity to respond quickly and deliver at volume. 

4.15 The same was not needed for Priority 1.2, with LSC/SFA being initially 

entirely responsible for work with NEETs, joined later in the programme 

by LDA/GLA with a small allocation for a specific programme based on the 

Mayor’s youth strategy. 

4.16 The Learning and Skills Council (LSC) had the highest ESF P1 allocation 

(£88.9m) handling all the NEETs (Priority 1.2) work and nearly a quarter 

of employability (P 1.1). By 2010, the LSC had been superseded by the 

Skills Funding Agency, which took over all its EU supported provision. The 

resources channelled through ESF had increased to £103.7m, apportioned 

across both P 1.1 and P 1.2. DWP was not far behind in the 2007 

allocation, at £78.3m, solely to be used for P 1.1. By 2010 this had 

increased to £108.1m, still only in P 1.1, and representing half of all the P 

1.1 work for the programme. 

4.17 The London Development Agency was originally allocated £37.3m, mainly 

to be used in P 1.1 employability but also the community grants 

programme. The post 2010 allocation becomes a little complicated since 

the LDA was abolished by the incoming government, with its ESF work 

transferred entirely to the Greater London Authority. The total allocation 

across both CFOs dropped to a combined total of £28m, with a 

considerable reduction in P1.1 (originally set at £31.9m but falling to 

£13.4m), but with new responsibilities for NEET work alongside SFA of 

£8.5m. 
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Table 1: Regional Framework Funding allocations in Priority 1 2007-2013 by sub-priority and CFO 

 

 
 
 
 
2007 original 
allocation 

Measure ESF LDA% 
of 
measur
e 

LDA 
ESF  

LSC% LSC ESF LNDC% LNDC 
ESF 

DWP% DWP 
ESF 

    

1.1 Employ-
ability 

£156.5m 
(72.5%) 

20% £31.9m 22% £34.9m 7% £11.4m 50% £78.3m     

1.2 NEETs £53.9m 
(25%) 

0% £0 100% £53.9m 0% £0 0% £0     

1.3 
Community 
Grants 

£5.4m 
(2.5%) 

100% £5.4m 0% £0 0% £0 0% £0     

Totals £215.9m 17% £37.3m 41% £88.9m 5% £11.4m 36 £78.3m     

 
 
 
 
2010 final 
allocation 

Measure ESF LDA% 
of 
measur
e 

LDA 
ESF 

SFA% SFA ESF LNDC% LNDC 
ESF 

DWP% DWP 
ESF 

NOMS
% 

NOMS 
ESF 

GLA% GLA 
ESF 

1.1 Employ-
ability 

£207.6m 
(72%) 

6% £13.4m 20% £42.2m 7% £23.5m 52% £108.1
m 

10% £20.3m 0% £0 

1.2 NEETs £76.9m 
(27%) 

11% £8.5m 80% £61.5m 0% £0 0% £0 0% £0 7% £5.0m 

1.3 
Community 
Grants 

£3.5m 
(1%) 

48% £1.7m 0% £0 0% £1.8m 0% £0 0% £0 0% £0 

Totals £287.9m 8% £23.6m 36% £103.7
m 

9% £25.3m 38% £108.1
m 

7% £20.3m 2% £5.0m 

 
 
Reporting to 
end 2013 

Total 
allocation 

£264.0m 
(not 
including 
NOMS) 

 Include
d with 
GLA 

39% £103.6
m 

10% £25.3m 40% £106.5
m 

 Not 
availabl
e 

 £28.6m 

Actual spend £151.9m    £56.4m  £13.8m  £56.3m    £22.8m 

Actual spend 
as % 
allocation 

57.5%    54.4%  54.5%  52.8%    79.7% 
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4.18 The final CFO in the first allocation was London Councils who represent 

London’s 33 boroughs, which received an initial tranche of £11.4m for 

Priority 1.1 employability work, increased by reallocation of LDA ESF 

funding to £23.5m from 2010 onwards. In the latter part of the 

programme there was a higher prevalence of match funding from 

boroughs for borough focussed provision.  

4.19 The National Offender Management Service’s position in London differs 

from the other CFOs. It was not included in the original framework, which 

was finalised whilst the then Government was still working through how 

to structure its approach to bringing dedicated offender provision into 

ESF. NOMS was allocated a total of £20.3m ESF, with one round of 

provision 2010-2011, and a second from 2011 onwards. NOMS is seen as 

a structural part of the London ESF programme, being represented on the 

London Regional Committee. However its provision is specialist – to 

tightly defined target groups in specific locations – and it has used just 

two very large delivery contracts, one in each phase, rather than the 

multiple providers used by most other CFOs. It also reports its figures to 

the Managing Authority separately. 

4.20 In general, it is important to recognise that each CFO changed and 

evolved their policies and procurement practices as a response to the 

recession and the change in government. The London Skills and 

Employment Board (LSEB) were also encouraging change to improve 

targeting and performance. The changes are considered more in 

paragraph 4.24. 
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Table 2: Main features of provision in London by CFO 

CFO Priorities and actions Contracting etc 
DWP All work in London focused on P 1.1: 

employability, making up half of all P 1.1 in 
the capital.  

 

Originally intended to complement existing 
provision (New Deals, Pathways to work etc) 

by targeting non participants, and offering 
different, more intensive or specific help to 

complement mainstream provision which was 

not attracting the volumes of voluntary 
participants known to be available, or did not 

meet the full range of their needs. 
 

2010 additional funds specifically designed to 
provide ‘day one’ (following signing on to JSA) 

support particularly to younger JSA claimants 

with limited work history. This intended to 
avoid dangers of long term unemployment for 

younger people. 
 

Round 3 provision designed to complement 

new Government’s introduction of the Work 
Programme, with provision focused on two 

areas: extension of WP on voluntary basis 
particularly to those on disability related 

benefits, and to tackle employment issues in 
‘families with multiple problems’, in 

coordination with wider, family based support 

from other provision. 
 

By Round 3 DWP’s national move to The Work 
Programme, with its use of a pre-qualified 

Employment Services Framework, meant 

commissioning was aligned with mainstream 
practice with ‘Prime and Sub’ contracts let 

with a higher incidence of PBR. Differences in 
performance between the provision managed 

by DWP between R1 and 2 on the one hand 

and R3 on the other are however not 
appropriate given the very different nature of 

target groups and provision between the 
rounds. 

 
52.3% of ESF allocation had been spent in 

total by the end of 2013. 

Large contracts for cross borough and sub 
regional geographies, mostly based on ‘prime’ 

and sub contracted supply chain model 

Throughout period aligned with 

DWP Contract Management 

Framework. OCT leading to contract 
award to Primes, in London 

originally organised to deliver in six 
JC+ districts. PQQ followed by 

restricted ITT. Average contract 
value of approx. £2.5m. 

 

Expectation of diversity in sub-
contractor base, specialist provision 

and expertise. Primes expected to 
do some delivery themselves, but 

free to recruit and select subs as 

they see fit. 
  

Funding originally through DWP 
outcome based model, with 50:50 

split of funding paid on a delivery 
‘fee’ and job outcome payments – 

competitively established in 

tendering. 
 

Post 2011, contracting undertaken 
via DWP Employment Related 

Services framework – a call off 

contract over 4 years created to 
facilitate roll out of the Work 

Programme. Led to fewer, larger 
contracts led by Prime providers. 

Increased shift towards PBR, 

although in Families work these 
more progress than employment 

based. 

LSC/SFA 
 

Within London, around 2/3 LSC/SFA provision 
under Priority 1 in all rounds focused on P1.2 

NEETs, 1/3 on employability.  
 

Originally designed to support the domestic 
provision such as the Skills for Jobs 

programme, focusing on foundation and entry 

ESF to be procured as part of E-
procurement system, based fully on 

OCT. Process to approve potential 
providers before full tender. 

Encouraging to new entrants.  
 

Little PBR, and instead value sought 
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level skills, employability and ESOL for 

migrants with higher level vocational skills and 
overseas qualifications. Intended to 

coordinate with CSPs and other targeted 

provision, and to coordinate with other ESF in 
London given all CFOs active in P 1.1. Specific 

London 2012 dimension to support 
volunteering around the Olympics. P 1.2 to 

coordinate closely with ’14-19 improvement 
and reform agenda’, with primary focus on 

young people falling outside employment, 

education and training, or at risk of becoming 
so.  

 
Originally focused on harder to help groups in 

face of booming jobs market, by 2010 focused 

changed in face of rising unemployment and 
NEET rates caused by recession. All stages 

included recognition of difficulty of tracking 
NEETs and measures to improve follow up and 

continuity.  
 

Latter part of programme focus moved 

towards upskilling of the unemployed  and in 
support of apprenticeships – greater attention 

to the demand side and ways to progress 
target groups to further provision. It includes 

stronger geographical targeting, particularly 

for NEET groups. 
 

55% of resources spent by the end of 2013 
Medium contracts based on cross borough and 

local geographies using individual or groups of 

established providers, primarily colleges and 
education providers with some VCOs for 

community learning 

by individual bidding and post 

contract agreement of unit cost for 
progressive outputs achieved. 

By final phase SFA using ‘Actor’ 

system and the Register of Training 
Organisations of pre-qualification 

across all provision including ESF.  
 

Intention to use standard unit cost 
rates as agreed with European 

Commission to simplify tendering 

and audit, and where appropriate 
avoid full OCT. As before, main 

intention to pay in relation to 
achieved outputs using standardised 

and agreed flat rates, flexed to take 

account of participant group 
particular needs. 

LDA/GLA 

 

Originally provision focused on P1.1 and P1.3 

(Community Grants – not covered by this 

evaluation), with a strong emphasis on 
worklessness. Intended to complement other 

provision by concentration on outreach, local 
provision, mentoring, continuing support to 

participants and customisation towards 

defined groups such as refugees. 
 

There were two P1.1 bidding Rounds, the first 
focused heavily on moving people closer to 

the labour market, with qualifications and 
progression to further learning as primary 

outcomes. Few of the specifications 

emphasised employment outcomes, and 
sustained employment was measured by 

whether someone was in work at a point six 
months after leaving the project – job 

retention during the six month period was not 

measured.  
 

Grant awards process fully based on 

OCT, with bidders chosen from 

those responding to detailed 
specifications. In Round 2, a ‘black 

box’ specification was piloted for 
one specification with a high 

proportion of the payment on 

sustained employment outcomes 
and this approach was then also 

used in Round 3. PQQ completed by 
bidders, followed by full tenders 

from those selected. 
 

Payment in Round 1 was based on 

delivery of defined outputs.  
 

In Rounds 2 and 3, and the GLA’s 
Youth round, funding was closely 

tied to outcomes –bidders were 

given targets for outcomes, but 
some flexibility to propose the 
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Like Round 1, Round 2 consisted of a number 

projects to support specific disadvantaged 
groups of people to move closer to the labour 

market. However the LDA also recognised that 

employment outcomes for participants had 
been poor from Round 1 and made a 

concerted effort to design some specifications 
that would lead to sustained employment for 

participants: the key one being the ‘black box’ 
specification targeting long-term unemployed 

and economically inactive which introduced a 

6-month sustained employment outcome and 
associated payment. Even for those projects 

still focusing on progression to further 
education and qualifications as primary 

outcomes, the payment model emphasised 

outcomes over the interim and short-term 
outputs required in Round 1. 

 
Following revaluation of the £ against the 

Euro, the GLA was allocated funding for P1.2. 
Initial evidence from Round 2 showed that 

outcome-based payments were leading to 

improved performance at delivering outcomes 
and so the specifications designed for Round 3 

(Youth) continued the emphasis on weighting 
payments towards outcomes, with around 

40% of the contract value paid on achieving 

sustained EET. 
 

Following ending of LDA, some funds 
reallocated to London Councils for P1.1, rest 

transferred to GLA for use by P1.2 for work 

with NEETs, reflecting stronger focus on youth 
issues by the Mayor, and wider economic 

development strategy. The LDA’s shift towards 
sustainability of employment and measures to 

achieve longer term outcomes was continued 
with similar payment models to Round 3 and 

the introduction of a 12-month sustained 

employment outcome payment. A significant 
element of the programme was focused on 

support to young offenders in custody and the 
community, including piloting a new custody 

regime allied to ‘through the gates’ provision. 

 
80% of allocation spent by the end of 2013 

Medium contracts based on cross borough and 
local geographies using individual or groups of 

established providers. 

number of people they would 

support and the unit costs. 
 

The LDA’s shift to a payment model 

which emphasised outcomes 
delivered significant improvements 

in performance. 25% of Round 2 
starters and 24% of Round 3 

starters achieved sustained job 
outcomes (EET outcomes were 

higher still at 29%). The average 

unit cost of a sustained job for 
Round 2 £5,785 and £7,623 for 

Round 3. 
 

The vast majority of the LDA’s and 

GLA’s providers are ‘third sector’. In 
Round 1 many projects were 

delivered by single organisations, 
but in later Rounds delivery was 

normally through partnerships of 
local/specialist providers, with one 

lead ‘prime’ delivery partner.  

 
 

London 
Councils 

 

Focused predominantly on P 1.1 employability 
throughout the programme, with funds rising 

from £11.4m to £24.5m after 2010 with funds 
reassigned from LDA. London Council’s 

programme, although a small proportion, was 

distinctive in being more ‘bottom up’, with 
providers bidding to deliver more locally 

Let on OCT principles with a greater 
focus on delivery through VCS.  

 
Use of advance payment (approx. 

15% contract value) and range of 

output/in-programme payments 
available depending on nature of 
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defined actions, and targeted on the voluntary 

and community sector.   
 

The programme’s place in the overall London 

picture was with primarily economically 
inactive groups, at the start of the process of 

moving people closer to the labour market – 
smaller scale provision intended to engage the 

most disadvantaged and prepare them from 
transition to more formal and longer lasting 

support towards employability and 

employment. The programme included a 
strong emphasis on outreach, finding the 

hardest to locate and engage with projects 
delivered by VCS organisations. 

 

From 2009, London Councils extended the 
scope of its programme to include single 

borough programmes, match funded by 
individual boroughs, targeting workless 

groups. These programmes did not have the 
same requirements as the main London 

Councils’ programme for delivery through VCS 

organisations.   
 

55% of resources spent by end of 2013 
Mainly small scale projects working in at least 

two boroughs. 

provision, including attachment, 

work experience, training 
employment, sustained outcomes, 

progression to further learning and 

project closure reporting.  
 

Relatively little change in 
procurement arrangements between 

the different phases of the 
programme. 

 

NOMS NOMS entered the London programme 
publication of the first framework, following 

final agreement of its overall position in ESF. 
All NOMS work focused on P 1.1, and on 

offenders either in custody in London’s 

prisons, or currently on community sentences. 
Other participants with an offending 

background but not currently under sentence 
to be picked up by other CFO programmes.  

 

NOMS programme based on rehabilitation 
through preparing participants for 

employment at points either close to release 
or during community sentence. ESF provision 

was intended to complement existing 

rehabilitation measures by on the one hand 
targeting particularly vulnerable groups 

(women, ex offenders with disabilities, health 
conditions and substance abuse problems, 

BAME origin and the over 50s), and on the 
other adding elements of support not 

currently available such as enhanced training, 

through the gate support, support following 
release etc. 

 
In second round, NOMS London programme 

also included specific measure to work with 

gang members and with ex military personnel  
One London wide contract in each round. 

NOMS unique in London’s ESF P1 

programme in letting only one very 
large contract at a time for the 

whole city. These awarded by OCT 
to one organisation to manage a 

supply chain of more local specialist 

providers able to work in prisons 
and in the community. Majority of 

contract paid on outputs/in-
programme payments with a small 

amount on job outcomes.  
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Targeting 

4.21 Targeting towards groups, localities and sectors was included in the 

programme on the basis of need, although at all times carefully expressed 

in terms of preferences and special measures to ensure involvement of, 

and benefits for, disadvantaged groups rather than based on rigid targets, 

quotas or boundaries.   

4.22 Primary target groups were defined in relation to evidence of their 

exclusion from, and difficulties in, the labour market and by the 

inadequacy of mainstream measures to overcome comparative 

disadvantage. Although some specifications and projects were 

commissioned to address specific groups, there was an expectation that 

all ESF provision take steps to address the needs of priority groups and 

demonstrate measures to ensure they can be included. The main priority 

groups, as identified in London’s Regional Framework, were: 

 People with parental and/or carer responsibilities (lone parents being a 

key group) 

 People with health issues (including those with mental health issues 

and those on incapacity benefit) 

 Disabled people 

 Black, Asian and Minority Ethnic groups (BAME) 

 London’s refugees 

 Recent migrants (who have been outside the education and training 

system) 

 People aged 50+ with low or no qualifications or not in employment 

 Low income, single earner households with children where one parent 

is not working 

4.23 ‘Other’ priority groups (meaning to be included wherever possible and 

subject to a degree of targeting, but less likely to benefit from targeted 

specifications): 

 Those out of contact with the labour market 
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 Offenders and ex-offenders 

 Homeless people 

 Older workers 50+ 

 Workers with low or no skills 

 Workers in smaller companies. 

Changes during the programme 

4.24 We have referred to various changes in the Priority 1 programme during 

its operation in the discussion above. These can be summarised as 

follows: 

 A second phase of delivery following the first calls for applications as a 

result of additional ESF resources coming in to the programme. 

Following the decline of Sterling’s value against the Euro from 2008 

onwards, the Euro allocation to the UK was able to support an extra 

£55m worth of provision in London. This was used to introduce new 

provision specifically targeted on new groups experiencing problems as 

a result of the downturn in London’s labour market, in particular those 

being made and facing redundancy and young people. 

 The change of Government bringing with it new welfare to work 

policies and programmes. This in particular meant: the need for ESF 

provision in the 2011-13 period of the programme to be more closely 

aligned with the Work Programme; a move to a greater focus on 

payment by results; use of larger contracts particularly for DWP 

provision with bidders selected from a restricted, pre-selected list; 

changes to benefits and conditions with even stronger focus of finding 

and sustaining employment including for those on disability benefits; 

and a focus on families with multiple problems. 

 Changes to London’s institutions, with abolition of the LDA and transfer 

of its ESF management and delivery responsibilities to GLA. Changes 

and improvements made to CFO commissioning models over each 

commissioning round. Overall there has been a greater emphasis on 

sustained employment or EET for young people, and an increased use 

of ‘payment by results’ (PBR).  
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Relationships and operations 

4.25 Across the London programme documentation a number of desirable 

features were identified, which have resonance with plans for 2014-2020. 

In practice however there is a lack of specificity about how they were to 

be delivered or monitored. Delivering common change across London 

CFOs became more difficult with reduced resources of central government 

departments requiring a more standard approach in each region. 

4.26 The expectations and aspirations in the 2007-10 Framework and the mid-

point plans were: 

 CFOs expected to work closely together in designing and delivering 

their programmes to avoid duplication, redundancy, gaps and 

confusion. There were plans to develop a single ‘portal’ to help 

interested parties access information and see the London programme 

as a whole, particularly with regard to tendering and specification 

requirements 

 A common approach to Open and Competitive Tendering (OCT) was 

also expected across CFOs. This specifically demands an approach to 

tendering to ensure wide and effective reach: ‘To ensure OCT does not 

lead to ineffective delivery in terms of London’s diverse communities, 

this Framework requires an approach to ESF contracting which engages 

contractors and sub-contractors with the credibility and experience of 

delivery within London’s diverse communities, so as to ensure effective 

engagement and delivery across these communities.’  

 The co-ordination goals set out in the two points above proved difficult 

to deliver in practice as a result of the increasingly ‘national’ nature of 

ESF in England, particularly following the 2010 election and new 

government policy. There was an even stronger focus on payment by 

results as well as expecting greater efficiency and better outcomes 

from larger contract packages and enhanced performance 

management. This meant in particular less scope for the national CFOs 

(DWP and SFA) to dovetail with the richer mix of other ESF provision 

that existed in London than other parts of the country. 

 Increased use of payment by results as a principle, founded on the 

belief that this would incentivise delivery of the key results sought by 

the programme. It is notable that the strategic level plans went into 

relatively little detail about this, with the actual commissioning 

framework and contract management procedures developed within 
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CFOs themselves (mirroring national systems in the case of DWP and 

LSC/SFA). As is discussed later in this report, this led to differences 

between CFOs in relation to PBR systems – payment regimes, payment 

triggers, balance between different stages, use of and proportions of 

attachment payments etc. There were also changes over time within 

CFOs, again as discussed in more depth later, with ever greater focus 

on verifiable achievement (for example demonstrating the movement 

of young people into Education Employment or Training) and on the 

sustainability of outcomes. 

 Also there was recognition that OCT might distort delivery in relation to 

need. The London CFOs were requested to explore ways in which the 

development of the applications procedures can create transparency 

and accountability, and fulfil requirements for open and competitive 

tendering. CFOs were encouraged, where feasible, to avoid unintended 

exclusion through focussing solely on economies of scale as criteria for 

contracting. 

 National cross cutting themes (CCTs) of sustainable development and 

equality of opportunity to be embedded, with an additional regional 

CCT of health 

 Evaluation strategy to include impact assessment, qualitative and 

quantitative methods, and co-ordinated approach across CFOs. 

 Greater linkages with ERDF than before, with expectation that labour 

and skills supply for ERDF supported initiatives will feature in ESF 

programme. 
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5 Performance, payment 

models and unit costs  

5.1 To analyse the performance of the 2007-13 ESF programme all available 

management information from Co-Financing Organisations (CFOs) was 

aggregated into a single spreadsheet. This has enabled the analysis of 

large number of variables in the design and funding of programmes and 

projects.  

5.2 However, data is incomplete for some of the CFOs. For example, for DWP 

data is only included for fifteen of the seventeen ESF projects procured in 

the 2007-10 phase of the programme and does not include any of DWP’s 

ESF provision for the latter part of the programme. For the SFA, there is 

no performance data for projects procured by the LSC in the first half of 

the programme. Also, there are a number of SFA, London Councils and 

GLA contracts still in the early stages of delivery and most of these are 

not included. In addition, projected outcomes are used for all current GLA 

contracts.  

5.3 However, the extent of data still enables a robust analysis of ESF 

spending, but there are a number of important points to note when 

interpreting the data: 

 Different ESF rounds and labour market conditions: The 

aggregated data covers multiple ESF funding rounds for each of the 

CFOs where the nature and terms of the procurements varied 

considerably. In part this was a response to the onset of the recession 

in 2008 and the large increase in unemployment from mid-2008 to 

mid-2009, thereafter stabilising at high levels before declining from 

mid-2013. In addition, the regional CFOs (influenced by the London 

Skills and Employment Board) began to focus on the delivery of 

sustained outcomes not just job entry and, from 2010, the SFA agreed 

to deliver sustained job and EET outcomes in their London ESF 

projects. The LDA and London Councils actively sought to improve their 

commissioning models over the different rounds, with an increased 

emphasis on value for money. 

 Variety of aims and objectives: Some projects were primarily 

focused at moving people closer to the labour market rather than into 

work, and for those projects that were focused on moving people into 
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work some were focused on job entry and others on sustained 

employment. 

 London Development Agency (LDA) projects and GLA projects: 

The GLA assumed responsibility for the LDA programme when the LDA 

was abolished in 2010, and all of these projects have now completed. 

In most Tables and Charts we show separate figures for the LDA and 

GLA. All LDA projects have finished delivering and for current GLA 

projects, projected outcomes have been used where they have not 

completed. 

 Some projects are still delivering: There are some London 

Councils, SFA and NOMS projects that are still in delivery.  

 The level of detail supplied by CFOs varies: Not all CFOs were 

able to give the same level of detail on projects. As pointed out above, 

complete performance data for DWP, LSC/SFA projects was not 

provided. The lack of some detailed data does not impact on the 

overall analysis but would prevent more detailed analysis and 

comparisons between CFOs. 

 Removing statistical outliers: some projects significantly distorted 

the averages and medians for performance and unit costs. Given the 

objective was to give an accurate picture of performance of the whole 

programme we have removed some of these outliers. They were jointly 

reviewed and agreed with the GLA and the criteria for data to be 

suppressed are given in Annex 1. 

 Identifying reasons for apparent anomalies: there are some 

results that may appear to be counter-intuitive according to other or 

previous evidence of employment and skills programmes. We highlight 

these in the text and provide possible reasons. 

 Number and financial value of projects: Some results are based 

on a small number of projects and with varying levels of financial 

values. The significance of a result may be altered by these values but 

this is a matter of interpretation. In this report we report on the 

number of projects and their financial value and highlight those results 

where we think a wider judgement is needed on the interpretation of 

results. 

 Identifying valid performance benchmarks: given the scale and 

breadth of activity covered by ESF, identifying valid benchmarks for 
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performance and unit costs is very difficult. The size and scope of the 

Work Programme in London is the closest comparison but there 

remains significant differences in eligibility which means that it cannot 

be used as a direct comparison. 

5.4 Finally, whilst the results reported here are based on the best possible 

available statistics, caution should be used in how they are used in 

establishing the metrics for the 2014-2020 ESF Programme. At all points a 

wider judgement will be needed in deciding on a new performance and 

unit cost framework that will improve performance over the coming 

period. 

Scale of provision 

5.5 The total ‘Actual Grant paid’ for London ESF projects covered by this 

report is £162.9 million which supported 139,241 participants. Table 3 

shows the London total and for each CFO by approved grant, percentage 

shares, the actual spend and participants.  

Table 3: Total spend and participants for CFOs 

CFO 

Total 
Approved 

Grant £ % share 
Target 

participants 
Actual Grant 

paid 
Actual 

Participants 
No. of 
Grants 

% share of 
projects 

London Total £206,312,046 100% 143,026 £162,938,384 139,241 267 100% 

GLA £8,695,325 4% 4,100 £5,900,905 2,916 8 3% 

DWP £39,331,994 19% 21,293 £38,381,033 25,297 15 6% 

LDA £55,909,343 27% 40,478 £39,286,602 36,678 94 35% 

London Councils £37,500,058 18% 27,714 £29,339,962 25,143 115 43% 

NOMS £24,200,000 12% 24,542 £20,290,713 22,549 2 1% 

SFA £40,675,325 20% 24,899 £29,739,170 26,658 33 12% 

Note: the figures are based on data supplied by the CFO and does not necessarily reflect the whole 

programme. 

5.6 The ESF spend of £162.9 million for 2007-13 compares to an estimated 

spend4 of £198 million on the Work Programme in London between June 

2011 to June 2014. If ESF projects that were completed prior to 2011 

were excluded the ESF spend reduces to £111 million or 56% of the 

spend on the Work Programme, and the number of participants were 

57,299 compared to starts on the Work Programme in London of 236,660 

between 2011-2014.  

                                        

4 Estimated using DWP Work Programme datatool 
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5.7 Both ESF and the Work Programme in London are of a scale and a range 

of activity that enables broad comparisons to be made. However, the 

Work Programme cannot be used as a precise benchmark, or direct 

comparisons made, because there are significant differences in eligibility 

and the treatment of participants: 

 ESF projects are based on voluntary participation whilst the Work 

Programme is mandatory 

 Differences in eligibility conditions and care must be taken to exclude 

comparisons with ESF projects for 14-19 year olds who are not eligible 

for the Work Programme 

 Differences in composition of participants between unemployed and 

economically inactive claimants – ESF have around double the number 

of economically inactive participants 

 Some ESF projects target groups with very low levels of employability 

and are highly disadvantaged, for example, travellers, homeless lone 

parents and care leavers. 

5.8 For these reasons we only give equivalent Work Programme figures as a 

guide to the level of performance and spending of the only other 

significant employment programme in London. 

‘Into Work’ and ‘NEET to EET’ 

5.9 Our analysis distinguishes between ‘Into Work’ projects and ‘NEET to EET’ 

projects. ‘Into Work’ projects have a primary objective of securing 

employment and are mostly composed of projects for people aged 18 

years and older. ‘NEET to EET’ projects are targeted at 14-19 year olds 

and have a primary objective of either maintaining involvement in 

education or securing progression into a job and/or further training. 

5.10 ‘NEET to EET’ participants make up 20% of total participants and 18.5% 

of total spend. 

5.11 In all of the subsequent performance analysis we give separate charts 

and tables for both types of projects. 

Performance 

5.12 Performance is defined by the measures used to set targets for each 

programme and project. The main outcome targets are: 
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 Job entry or ‘in work on leaving’ 

 Sustained employment measured at 6 or 12 months5 

 14-19 year olds moving into Employment, Education or Training (EET)  

 Sustained EET for 6 for 12 months6 

 Skills development through qualification attainment 

 Progression to further learning. 

5.13 In this report we focus on the primary objectives of job entry and 

sustainment and ‘NEET to EET’. The London ESF 2007-13 Regional 

Framework target for ‘Into-work’ is 22% and the target for NEET to EET is 

45%. 

5.14 All target figures in this report relate to contractual targets 

which would largely reflect targets proposed by the provider 

during bidding. In general few of the targets set by bidders have been 

met or exceeded. This is probably evidence of ‘bidding optimism’ and/or 

insufficient importance attached to performance targets in the bidding 

process, and in the scrutiny and evaluation of bids. Commissioners also 

accepted that bidders responded to ambitious expectations in ITT 

specifications by submitting “bids that are a bit unrealistic” (see Chapter 

6). 

‘Into Work’ performance 

5.15 For all ‘into work’ projects covered by this report, on average 22% of 

starters achieved a job entry, and for projects since 2012 the job entry 

rate has increased to 27%, comparing favourably with the Framework 

target. This confirms commissioners’ views that there had been an 

increase in performance over the life of the programme and they 

attributed this (in part) to improved design and delivery and, in the past 

year, a more positive labour market.   

5.16 We have estimated7 the equivalent job entry rate for the Work 

Programme in London for the period 2011-14 was 25%, and for the year 

                                        

5 Only a small number of projects in the latter part of the programme delivered 12 
months sustained employment  
6 ibid 
7 This records job starts that would be likely to have occurred within a 12-month period 
from referral and are based on charts published by ERSA  
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June 2013 to 2014 it was 26%. However, as noted before, this cannot be 

used as a direct comparison because of differences in eligibility for the 

programmes.  

5.17 Chart 1 shows the job entry performance for each CFO where data was 

available. There are a number of different points that can be made on 

each CFO performance, however it is important to identify the total 

impact of the spending included in this report. Over a six year period 

there are always likely to be delivery issues and different labour market 

conditions that will impact on performance. We examine below the 

statistical evidence for a number of design issues that commissioners 

think may have affected performance, and in Chapter 6 we consider the 

qualitative findings. 

Chart 1: CFO job entry performance 

 

5.18 Table 4 gives the job entry performance for each of the CFOs, along with 

the number of projects and spend in each group.  

Table 4: CFO job entry performance, projects and spend 

 
Job entry rate Projects Total spend 

  Target Actual No. % £ % 

DWP 39% 30% 15 10% £38,381,033 35% 

LDA 25% 22% 56 36% £30,267,972 28% 

London Councils 26% 23% 77 50% £22,672,877 21% 

NOMS 18% 22% 1 1% £13,387,762 12% 

SFA 17% 11% 5 3% £3,494,500 3% 
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5.1 For ‘into work’ projects we have considered how performance changed 

over the years of the programme, where this was possible with the data 

that was available and where CFOs commissioned in more than one 

round. Error! Reference source not found. and Error! Reference 

source not found. show how, in general, there has been an increase in 

job entry performance since Round 1 (2008). These changes in 

performance can probably be ascribed to two main reasons, aside from 

any wider economy impacts. First, the nature of the projects being 

commissioned in each year, for example, in the first commissioning 

rounds there was a greater emphasis on moving people closer to the 

labour market rather than into work and in 2009, many of the London 

Councils projects were single borough projects. Whilst there is what 

appears to be a dip in job entry performance in the LDA’s 3rd round, this 

round targeted young people 14-19 NEET and therefore 31% entry to 

employment for this group is a notable achievement. Second, the changes 

in commissioning and contract management as described in other 

sections of this report, for example, the increasing use of PBR leading to 

higher outcomes.  

5.2 This general picture of improving performance confirms the view of CFOs 

that the changes they had made in commissioning had led to more job 

entries (see Chapter 6). However, from the data it is not possible to 

identify the relative scale of impact of the different reasons for changes in 

performance. 

Chart 2: CFO job entry performance by project round 
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LDA 15% 36% 31% 

London Councils 20% 22% 25% 

NOMs 
 

22% 
 

Note: The equivalent starting year for each round is LDA: round 1 = 2008, round 2 = 

2009, round 3 = 2010. London Councils: round 1 = 2008, round 2 = 2009-10, round 3 = 

2012-13. NOMs: round 2 = 2011 

Sustained jobs 

5.3 For those projects that had sustained employment targets, an average of 

15% of all starters sustained employment for 6 months. We have 

estimated the equivalent sustainment rate for the Work Programme to 

date was 7%, and for the year June 2013 to 2014 it was 8%. Chart 3 

shows the rates for each CFO. However, as pointed out before, a direct 

comparison cannot be made and the Work Programme figures are only 

given for information. 

5.4 For those participants that had a job entry, on average 54% sustained 

employment for six months, although this need not have been in the 

same job.  

5.5 To better understand what might be driving good performance in 

sustainment we looked at the characteristics of projects in the top and 

bottom 10% of projects ranked by sustainment. Table 6 gives the 

characteristics using the available data. In summary, it appears that 

projects that achieve high levels of sustainment: 

 work with groups that have relatively higher levels of employability and 

more focused on young people 

 are larger contracts 

 focus more on unemployed people compared to economically inactive 

 have high job entry rates in the first place 

 payment and commissioning were driven more by sustainment. 

5.6 However, it should be noted that the bottom 10% achieved almost twice 

the level of progression to further learning outcomes, therefore the 

bottom 10% may just represent those projects that were not incentivised 

to achieve sustainment to the same degree as the top 10% and were 

encouraged to deliver more learning outcomes compared to employment 

outcomes. 
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Table 6: Comparison of top and bottom 10% of projects on sustained jobs 
(8 projects in each) 

    Bottom 10% Top 10% 

  Primary funding organisation Mixed 
Mostly LDA with 1 
London Council 

  Primary Summary Group 
Harder to help groups 

(including 2 projects for 
the homeless) 

Half the projects are 
'Multiple 

disadvantaged 
groups', 3 were 
'currently' NEET 

  Geography 
Mostly cross borough 
with 2 single borough  

Mostly cross 
borough with 1 
single borough  

  Average total grant paid  £715,461 £1,107,177 

  Average Contract Duration 2 2 

Average target 
participation 
proportions 

Unemployed 26% 44% 

Economically inactive 71% 57% 

Average actual 
participation 
proportions 

Unemployed 76% 52% 

Economically inactive 30% 32% 

14 - 19 NEET 57% 71% 

Disabled 17% 8% 

Aged 50+ 15% 10% 

Ethnic min. 63% 72% 

Female 40% 51% 

Lone parents 19% 13% 

Average 

conversion rates 
from starters 

(Actuals) 

In work on leaving 17% 51% 

14 - 19 NEET into EET 22% 62% 

Sustained jobs (6 mnths) 4% 39% 

Sustained EET (6 months) 8% 47% 

Progression to Further Learning 
Outcomes 

26% 14% 

Conversion rate from Job entry to 
sustained (6 months) 

31% 76% 

Service provided 
(number 

providing) 

Employability support 8 8 

Pre-employment / apprenticeship support 2 0 

Apprenticeship 2 0 

Accredited training/Qualification 
attainment 

4 7 

Non-accredited training 4 7 

Information, advice or guidance 8 8 

Progression into further learning 2 0 

Primary 

outcomes 
(number 

providing) 

Job entry 6 4 

Sustained job for 26 weeks 1 5 

NEET to EET 0 0 

Sustained EET for 26 weeks 1 0 

Age group 
(where known) 

16-19 0 4 

50+ 0 0 

All working age 6 1 

Average 
Payment 

proportion 

Advance 9% 0% 

Attachments/Starts 27% 23% 

In programme payments 32% 15% 

Entry into EET 17% 18% 

Sustained EET to 26 weeks 17% 44% 

Further training 10% 1% 
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Chart 3: Overall performance (sustained jobs to 6 months) 

  

5.7 Chart 3 appears to show that ESF had higher levels of sustainment than 
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higher unit costs should deliver better service levels, and the strong 

performance of LDA projects targeted at voluntary participation of young 

people. Between 2007 and 2013 there was a significant shift in DWP’s 

definition of sustainment – moving from six months in employment to 

sustainment payments for up to two years on the Work Programme. This 

context had an impact on ESF commissioners and providers with the 

recognition that the length of sustainment is as important as the initial job 

entry.  
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Chart 4: Overall performance (NEET to EET) 

 

5.9 Table 7 gives the performance for each of the relevant CFOs. This also 

shows there are significant differences between the projects for those 

who are ‘currently NEET’ and those who are ‘at risk of NEET’. In Chart 5 

and Table 7 below we show the differences between those who are 

‘currently NEET’ and those who are ‘at risk of NEET’. 

Table 7: NEET to EET rates 

 
Neet to EET rate Projects Total spend 

  Target Actual No. % £ % 

GLA8 76% 60% 8 19% £5,900,905 15% 

DWP - - 0 0% £0 0% 

LDA 57% 44% 11 26% £10,465,625 26% 

London Councils - - 0 0% £0 0% 

NOMS - - 0 0% £0 0% 

SFA 63% 61% 23 55% £24,042,115 59% 

All CFOs 63% 56% 42 100% £40,408,645 100% 

Risk of NEET 
 

73% 13 31% £14,661,500 36% 

NEET 
 

51% 20 48% £17,766,047 44% 

 

5.10 For those young people that had progressed, 67% on average had 

maintained their progression six months later, although this need not 

have been the same activity. 

                                        

8 GLA ‘actual’ rate is based on projected performance of current projects  
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5.11 On average 40% of ESF starters sustained their progression to 

employment, education or training, with an improvement to 45% for 

projects operating from 2012. Chart 5 shows the rates for each CFO. 

Chart 5: Overall performance (EET to sustained EET) 

  

Table 8: Overall performance (EET to sustained EET) 

 
Actual sustained EET 

rate 
Projects Total spend 

  Target Actual No. % £ % 

GLA9 59% 45% 8 18% £5,900,905 14% 

DWP - - 0 0% £0 0% 

LDA 35% 29% 13 30% £11,889,378 28% 

London Councils - - 0 0% £0 0% 

NOMS - - 0 0% £0 0% 

SFA 47% 44% 23 52% £24,042,115 57% 

All CFOs 39% 40% 44 100% £41,832,398 100% 

Risk of NEET   55% 13 30% £14,661,500 35% 

NEET 
 

37% 21 48% £18,279,573 44% 

 

5.12 In general, it would be expected that those young people who are 

‘currently NEET’ would be more disadvantaged and achieve lower 

outcomes than those who are ‘at risk of NEET’. As Chart 6 shows, this has 

generally been the case, however, the projected results for GLA projects 

                                        

9 GLA ‘actual’ rate is based on projected performance of current projects 
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for those who are currently NEET are improving considerably on what has 

been delivered in the past. 

Chart 6: CFO NEET performance by currently NEET and Risk of NEET 
 

 

  
Table 9: CFO NEET performance by currently NEET and Risk of NEET 

  
NEET into EET % 

Sustained EET (6 

months) 

  

Risk of 

NEET 
NEET 

Risk of 

NEET 
NEET 

All London CFO's 73% 49% 55% 34% 

GLA10 - 60% - 45% 

LDA - 44% - 29% 

SFA 73% 46% 55% 30% 

 

Change in performance over the programme 

5.13 CFOs made a number of changes to attempt to improve performance over 

the life of the programme. We identified above, for ‘into work’ projects, 

that performance has generally increased across the commissioning 

rounds, even though it is difficult to quantify the reasons for changes in 

performance.  

5.14 Chart 7 shows the average performance for projects that started in each 

year. Whilst there was a significant increase from 2008 to 2009 projects, 

performance then fell for 2010 and 2011 before increasing again in 2012. 

                                        

10 GLA rates are based on projected performance of current projects 
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Projects starting in 2010 were London Councils projects for disadvantaged 

groups and 2011 was dominated by a single large pan-London NOMS 

project.  

Chart 7: Job entry and sustained rate by year of start   

 

5.15 ‘NEET to EET’ projects show a more consistent improvement over 2010 to 

2012. Chart 8 below shows a significant improvement from 2010 to 2011 

which was then mostly maintained in 2012. This improvement was also 

reflected in sustained EET rates. 

Chart 8: NEET to EET and sustained rate by year of start   

 

Performance: conclusions and recommendations  
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Commissioners saw the need to improve performance even with the 

impact of the recession making it more challenging to secure jobs. 

5.17 Whilst important caveats remain about a comparison with the Work 

Programme (see para 5.7), taking everything into account, ESF 

performance mostly reflected the ability of labour market interventions for 

helping people into work. 

5.18 It can be surmised that this will generally hold true for comparisons with 

the New Deal (for the period 2007-09) and the Flexible New Deal (2009-

11). Whilst it has not been possible to model comparisons, it is known 

that the Work Programme closely matched the performance of Flexible 

New Deal in the early stages of the introduction of both programmes. The 

National Audit Office11 also concluded that “The Work Programme has 

helped people claiming Jobseeker’s Allowance who have completed two 

years get into and stay in work at about the same rate as previous 

welfare-to-work schemes.”  

5.19 On the basis of the evidence that is available, the level of 2007-13 

performance is one which can be used as a benchmark for setting 2014-

2020 performance levels. In other words, there is no significant shortfall 

in performance which would require a fundamental review or re-design of 

programmes. However, there is some evidence that suggests 

performance can be increased through improving the current design of 

the procurement and payment framework. Commissioners mostly felt that 

ESF 2007-13 had performed well and argued that this (in part) can be 

attributed to their commissioning strategies and the move to greater 

outcome-based funding. 

5.20 The wider economy and London’s labour market should be taken into 

account not just in setting performance but also the design of the 

programme. Labour market conditions are highly likely to change 

substantially over a seven year period, as such programmes need to be 

capable of responding to the changing needs of employers and 

participants.  

5.21 Later, we recommend that there should be an increased use of ‘payment 

by results’ but in doing so other design features also need to change to 

ensure there is a more consistent approach to contracting and 

performance management. Both commissioners and providers recognised 

                                        

11 The Work Programme, National Audit Office, July 2014 
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there were wide variations in both payment systems and performance 

management. 

5.22 An increased emphasis on ‘payment by results’ means there needs to be a 

greater priority by both commissioners and bidders on the expected (or 

target) performance levels. This is because prices for contractors and the 

level of spend for a commissioner, is increasingly dependent on the actual 

level of performance with higher levels of ‘payment by results’. Critically, 

as pointed out by one commissioner, this has an impact on the ability of a 

CFO to forecast spending and manage any under-spend.  

5.23 We recommend that the bidding process is based on ‘performance 

offers’ where each bidder forms their own judgement on what they 

assess to be realistic levels of performance over the contract period. 

These ‘offers’ should be part of the bidding process and assessed in the 

scoring of bids. 

5.24 However, we believe there is sufficient evidence to provide a strong 

framework to guide bidders in determining their ‘offers’.  

5.25 We recommend the GLA/LEP establishes a ‘floor’ or a Minimum Offer 

Level (MOL) for each programme, below which bids are not accepted. 

The MOL should be determined by the average performance level for 

equivalent target groups from the 2007-13 programmes. This should 

apply to both ‘into work’ projects and NEET to EET. 

5.26 This would have the effect of requiring former or existing projects (and 

who wanted to bid for the next programme) that were, or are, below the 

average to assess how they can increase performance to meet the new 

standard.  

5.27 There could be concern that this would disadvantage smaller projects 

operating in areas of high unemployment. However, there are some good 

reasons why this should not be the case: 

 To redress disadvantage, higher performing projects are needed in the 

more difficult areas 

 There should be a continuing and strong policy emphasis that London 

is a single labour and learning market with a wide range of 

opportunities  

 The 2007-13 ESF average takes into account a period of recession and 

that performance has been increasing. 
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5.28 Whilst the Minimum Offer Level will set the floor on performance levels, 

there is sufficient evidence for the GLA/LEP to indicate the level of 

performance they expect in the future. 

5.29 We recommend that the GLA/LEP sets Expected Performance Offers 

(EPOs). These would be guides for bidders only, but they would set the 

performance level that the GLA/LEP believes is achievable in the future. 

Bidders can make performance offers above or below the EPO but it is 

intended to act as a clear indication to the market about the levels of 

performance expected. How the EPOs should be set is covered in the next 

section.  

What can drive improved performance? 

5.30 For a range of programmes across the 2007-13 programme we have 

analysed the data to identify what design features of the programme 

could have an impact on performance. Whilst the data enables a large 

number of cross-tabulations we have concentrated on the following 

factors which are central to the design of any labour market programme: 

 ‘Payment by results’ (PBR): the percentage of payments to providers 

that are dependent on outcomes 

 Size of contract 

 Duration of contract 

 Contract geography 

 Target groups. 

5.31 These are all highly inter-related and, from a commissioners point of 

view, a wider set of considerations need to be taken into account in 

taking decisions. For example, in Chapter 6 we describe some of the 

issues which have faced both commissioners and providers when 

changing or adapting the design factors identified above.  

5.32 The most significant issues for commissioners to consider are: 1) the 

position of small voluntary and community organisations; 2) the cashflow 

requirements of providers; 3) concern about ‘creaming and parking’; 4) 

how ESF provision relates to mainstream DWP and SFA provision; 5) the 

overall capacity and capability of the provider market. 
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Payment Models  

5.33 Payment models and the extent of payment by results (PBR) varied across 

CFOs and across the different commissioning rounds. This has enabled an 

analysis of whether there is a relationship between performance and the 

extent of PBR. 

5.34 The trend over the period was towards increased levels of PBR used by 

commissioners, however there was recognition of the challenges that this 

brings for providers and for contract management. There was a general 

recognition that higher levels of PBR can bring higher performance, but 

there was also a high level of recognition about some negative or 

unintended consequences (see page 83).  

5.35 All projects (with the exception of two) had an ‘attachment’ or ‘start’ 

payment. We measure the extent of PBR by the percentage of payments 

to providers made on the basis of verified outcomes. The staging of the 

outcome payments and the amount paid at each stage also varies, 

however the common payment points are: 1) Job or EET entry when a 

participant leaves to go into a job or training; 2) when they have 

sustained employment or training for 6 months.  

5.36 Attachment payments12 ranged from around 5% up to 56%. Job or EET 

entry ranged between 5% and 70%, and sustainment payments ranged 

between 5% to 53%. There were a high number of different 

combinations of payment points – up to thirty different combinations were 

used by commissioners across the programme, however many were 

driven by the match funding requirements of London Councils borough 

projects. Chart 9 shows the average percentages for different payment 

points for each target group. Whilst this may show commissioners 

designed their payment models to reflect their labour market aims and 

the differing needs of target groups, it also highlights the level of 

complexity that providers face when bidding for contracts. 

                                        

12 We have included within the ‘attachment’ category payments to some projects for six 
hours of information, advice and guidance and other support. 
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Chart 9: Payment models by target groups 

 

5.37 Chart 10 to Chart 14 show the relationship between performance for job 

entries and NEET to EET against different levels of PBR. Each project is 

plotted and the line shows the general relationship between how job 

entry (or NEET to EET) changes when the percentage of a provider’s 

income from outcome payments is increased. 

Chart 10: Relationship between job entry rate and percentage of contract 
value paid on job entry  
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Chart 11: Relationship between sustained job outcome rate and 
percentage of contract value paid on sustained outcomes  

 

Chart 12: Relationship between jobs to sustained job rates and 
percentage of contract value paid on sustained job entries 

 

 

5.38 The ‘into work’ charts show a relationship between higher performance 
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find jobs to help them stay in employment and not return to benefits. 
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5.39 Whilst the relationship is weaker for job entries there remain potential job 

entry gains from increasing the lowest levels of PBR. The relationship 

suggests that between 40% to 50% of outcome payments is the optimal 

level, however the relationship is based on a relatively small number of 

projects. For a larger number of projects there appears to be a clear 

performance gain when outcome payments are increased from under 

10% to over 20%. 

5.40 When considering only those projects that were paid on sustained job 

entries, these show a far stronger relationship when increasing outcome 

payments from 10% or under, with the gain increasing steadily up to 

50% outcome payments. 

5.41 Chart 13 and Chart 14 show the relationship between performance for 

NEET to EET against different levels of PBR. Chart 15 shows those who 

are ‘currently NEET’. There is no  ‘risk of NEET’ chart as the projects all 

fall under the same payment scheme. 

Chart 13: Relationship between NEET to EET rate and percentage of 
contract value paid on NEET to EET  
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Chart 14: Relationship between EET to sustained EET rate and percentage 
of contract value paid on sustained EET  

 

Chart 15: Currently NEET – relationship between EET to sustained EET rate 
and the percentage of contract paid on sustained EET 

 

5.42 For NEET to EET, there are potential performance gains from increasing 

the lowest levels of PBR but the increase in outcome payments has to be 

higher at 30% to 35% (Chart 13). The relationship suggests that 35% 

outcome payments is the optimal level, but it should be noted that this 

was the maximum outcome proportion for any project. For a larger 

number of projects there appears to be a clear performance gain when 

outcome payments are increased from under 10% to over 20%. There is 

a less clear relationship between higher performance and higher levels of 
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PBR when paying on sustained NEET to EET (Chart 14). These show a 

slight negative relationship when increasing outcome payments from 

45%. However, the performance range is very large from 5% to almost 

90% but even when considering the outliers at best the relationship is 

neutral. In other words, paying a higher proportion of income on 

sustained NEET to EET makes little difference to performance for these 

projects. 

5.43 There is a strong relationship between those ‘currently’ NEET’ and the 

level of PBR (Chart 15). The figures suggest an optimum performance 

when outcomes payments are above 50%. 

Payment Model recommendations 

5.44 These findings confirm the impression by some commissioners that 

performance did increase as a result of introducing higher levels of PBR. 

Based on the observed relationship for ‘into work’ projects, if they were all 

funded at a PBR rate of 35% then this could lead to around 2,000 

additional job entries or a 2 percentage point increase in overall 

performance. 

5.45 We recommend there should be simplified payment models for each 

strand of the new programme, and with less variation between the 

strands. The statistically positive relationship between PBR and sustained 

job entries suggests that all projects should have a proportion of 

payments based on sustained job entries. 

5.46 We recommend for ‘into work’ projects the value of job entry payments 

should be between 20% to 50% of total payments, and sustainment 

payments should also be between 20% to 50%. Other payments (such as 

attachment, start fees or other interim payments) should be no more than 

60%. The optimal proportion appears to be 30% on job entry, 50% on 

sustainment and 20% on start fees. 

5.47 We recommend that variations to the standard rates should be justified 

according to an assessment of the ability of the provider market to cope 

with the financial risk and cashflow implications. Our assumption is that 

the more specialist provision that is required because of the difficulty of 

the target group, the more justification there could be in lowering the PBR 

rate and increasing the use of advanced and/or attachment/start 

payments. 
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5.48 If implemented we would judge that these recommendations could give a 

net 1.5 percentage point increase in overall performance, allowing 

for variations for target groups. 

Size of contract 

5.49 The size of individual contracts range from £45,000 to £18 million13, with 

an average contract size of around £1.1 million14. All commissioners were 

conscious of the pressures to move towards a ‘prime contractor’ model 

which, by definition, mean larger contracts and where smaller 

organisations become sub-contractors. As such, there was significant 

concern expressed about the position of small organisations in the 

procurement process. 

5.50 Examining the change in average contract size over each year of the 

programme is distorted by which CFO is commissioning in any single year. 

This is because the most significant influence on size of contract is the 

commissioning strategy of each CFO. Table 10 gives the average size of 

grant for each CFO over the full period of the programme. 

Table 10: Average Size of Grant by CFO, 2007-13 

CFO 

Average 
grant size 

(£)  

NOMS £10,145,356 

DWP £2,558,736 

SFA £901,187 

GLA £737,613 

LDA £417,938 

London Councils £255,130 

 

5.51 No information was requested on the nature of sub-contractors within 

large grants, therefore it is difficult for London commissioners to have a 

clear view of the London provider market and the role of small 

organisations.15 This could be improved in the next programme by using 

                                        

13 Only four contracts were less than £100,000 and only two were above £2.8m. 
14 These are contract figures and not actual grant paid to date 
15 Whilst a list of contractors and sub-contractors is available at 

https://www.gov.uk/government/publications/esf-funding-allocated-to-london this does 
not give any indication of the size of sub-contractors 

https://www.gov.uk/government/publications/esf-funding-allocated-to-london


London ESF 2007-13 

55 

common definitions of ‘grant (or sub-contract) size’ and the collation of 

key information on individual grants and supply-chains.  

5.52 However, the data does permit us to examine the relationship between 

the size of contract and performance for job entries and NEET to EET. 

Chart 16 and Chart 17 show, for each size of grant, the target 

performance level and the level attained. 

Chart 16: Contract size and job entry performance  
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Chart 17: Contract size and NEET to EET performance 
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number of projects at 96 or 64% of all projects. The number of projects 
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can be achieved by both increasing and decreasing contract size and this 

should be done when considering the nature of the target groups and 

service being commissioned.  

5.55 For ‘NEET to EET’ projects there is a general increase in performance with 

larger contracts, however there were only three projects over £2m, but 

75%

63% 64%
59%

34%

58%

65%
68%

0%

10%

20%

30%

40%

50%

60%

70%

80%

U
n
d
e
r 

£
1
0
0
K

£
1
0
0
K
 t

o
 

£
5
0
0
K

£
5
0
0
k 

to
 

£
1
m

£
1
m

 t
o
 £

2
m

O
ve

r 
£
2
m

A
ve

ra
g
e
 r

a
te

 (
%

)

Target Actual



London ESF 2007-13 

57 

below £2m there were a significant number of projects and 80% of the 

total spend. On this evidence there should be a performance gain by 

increasing the number of projects with grants over £500k if not £1m. 

Table 12: Contract size NEET to EET performance, projects and spend 

 
NEET to EET rate Projects Total spend 

Grant size Target Actual No. % £ % 

Under £100K - - 0 0% £0 0% 

£100K to £500K 75% 34% 7 16% £2,741,593 7% 

£500k to £1m 63% 58% 23 52% £17,295,294 41% 

£1m to £2m 64% 65% 11 25% £13,426,692 32% 

Over £2m 59% 68% 3 7% £8,368,819 20% 

 
    44 100% £41,832,398 100% 

 

5.56 In forming judgements about the effectiveness of different contract sizes 

a wider set of judgements should be taken into account: 

 The size of the eligible target group in the programme or strand 

 The ability and willingness of the provider market to respond to 

envisaged contract sizes 

 The degree of specialist services required in some contracts 

 Whether the preferred model of contracting is to use prime contractors 

with supply chains 

 An assessment of whether larger contracts can deliver economies of 

scale and lower unit costs. 

5.57 Notwithstanding these considerations, there does appear to be a potential 

performance gain for job entries by commissioning larger contracts (over 

£500k) but without diminishing the ability of high-performing small 

projects to participate. For NEET to EET projects there also appear to be a 

potential performance gain by increasing the projects in the £1m to £2m 

band. 

5.58 In theory, if all ‘into work’ projects were performing at the ‘£500k to £1m’ 

job entry rate then there would be around 7,000 additional job 

entries and a 5 percentage point improvement. 

Contract size recommendations 

5.59 We recommend that in general ESF commissioners should aim to 

increase the size of contracts, but aim for an appropriate balance to 
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ensure that smaller projects can participate where the target groups and 

service is justified. 

5.60 We recommend that for ‘Into work’ projects bids are encouraged so 

that they are over £500,000. 

5.61 We recommend that for ‘NEET to EET’ projects bids are encouraged so 

that they are over £1 million. 

5.62 We recommend that the minimum size should be adjusted according to 

the volumes in target groups, the level of disadvantage and the 

contracting geography. 

5.63 We recommend there should be an equivalent of the Work Programme 

Merlin Standard for London to protect the interests of smaller 

organisations in the context of increased use of larger contracts. This 

process could start by issuing GLA guidance on unfair and undesirable 

practices. The link with the Employability Performance Rating should also 

be explored. 

5.64 Our judgement is that there could be 2,500 additional job entries a net 2 

percentage point gain by having larger contracts but at the same 

time maintaining the overall balance between large and small contracts. 

Duration of contract 

5.65 In the past decade there has been a significant change in the attitude of 

commissioners to the duration of provider contracts. Previously 

commissioners preferred to minimise the risk of low performing 

contractors by having short contracts. However, larger contracts with 

financial risk being passed to the contractor meant that longer contracts 

could be awarded but the commissioner needed to have a more active 

performance management framework. Chapter 6 describes the contract 

and performance management issues identified in the interviews and case 

studies. It was clear that different CFOs had very different styles and 

these were not dictated by the contract duration or size. More influential 

on the style were the extent of contract management staff resources 

available to the CFO and any wider provider market objectives the CFO 

might have. 

5.66 For ‘into work’ projects 134 (87%) were two year contracts, 17 were 

three year projects, and just one project was four years. Disregarding the 

four year project there is a very clear performance gain by moving from 
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two year contracts to three year contracts. Chart 18 shows the level of 

performance for ‘into work’ projects for two and three year contracts. For 

job entries there is a 10 percentage point gain for three year contracts. 

This we think is a robust and reliable figure given that the total spend 

splits 55% and 45% between two and three year contracts. 

Chart 18: Contract duration and job entry performance 
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Chart 19: Contract duration and NEET to EET performance 
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 incorporate quality reviews in performance management so that there 

is increased sharing of best practice 

 ensure contracts are sufficiently flexible with variation clauses to enable 

adjustments for social and wider economy reasons. 

5.74 Our judgement is that there could be a net 2.5 percentage point gain 

by having longer contracts or around 4,000 additional job entries.  

Contract Geography 

5.75 All projects are either: 

 Pan London 

 Cross Borough; or 

 Single Borough. 

5.76 Chart 20 shows the performance for each level for ‘into work’ projects. 

Chart 20: Performance by contract geography 
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5.77 As Table 13 shows, the overwhelming majority of projects (76%) were 

Cross borough contracts16 but they also had the lowest average job entry 

rate at 22%. Whilst Pan-London contracts had the highest performance at 

25% there were only two projects. There were thirty-five single borough 

contracts with a job entry rate of 24% but they only represented 10% of 

total spend.  

5.78 As noted above the majority of projects (116) were cross borough and 

comprise a wide range of provision commissioned by various CFOs over 

the seven years of the programme. They included a significant number of 

projects intended to move people closer to the labour market and this 

could explain the lower average job entry target of 24%, compared to the 

average target of 29% for single borough projects (see Table 13). Whilst 

cross borough contracts had a lower average job entry rate, they had the 

highest average sustained job outcome rate and for only those projects 

that had sustained employment targets, cross borough contracts achieved 

a higher average job entry rate (28% compared to 26%).  

Table 13: Project and spend by geography 

Geography 
Job entry rate Projects Total spend 

Target Actual No. % £ % 

Cross borough 24% 22% 116 76% £82,861,363 77% 

Pan-London 26% 25% 2 1% £13,888,420 13% 

Single Borough 29% 24% 35 23% £11,155,366 10% 

   
153 100% £107,905,149 100% 

 

5.79 In many respects the single borough contracts appear to have performed 

well and this result may seem contradictory to the earlier finding on 

contract sizes. However, not all single borough projects were in the 

smallest contract size bands or in the lowest performing band for contract 

size (£100,000 to £500,000). Whilst, 22 of the 35 single borough 

contracts fell into the lowest performing band for contract size, the 

remainder (37% of single borough projects) fell into higher performing 

bands.17  

5.80 However, comparing the performance of single and cross borough 

projects for the same sort of target group the picture is different. For 

example, when comparing performance for projects targeting ‘multiple 

                                        

16 Cross borough includes projects where the geographic coverage may have been two 
or more boroughs, small groups of boroughs, clusters of boroughs, sub-regional 

targeting but not pan-London coverage. 
17 7 projects were under £100,000; 5 projects were in the £500,000 to £1m band; and 
one project was in £1m to £2m band. 
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disadvantaged’, the job entry rate is 22% for single borough contracts 

and 28% for cross borough contracts. Nonetheless, the decision by 

London Councils to support a larger number of small projects (both single 

borough and pan-London) has been shown to deliver at least comparable 

results to contracts covering larger geographies. 

5.81 Given that performance is broadly comparable across all geographies 

there is no clear cut evidence that there would be any gains from 

concentrating resources on a particular contracting geography. In other 

words, performance may not be increased by shifting more projects to 

single borough, cross borough, or Pan London contracts. 

5.82 ‘NEET to EET’ projects had no single borough contracts and were all Pan 

London or cross borough. Chart 21 shows that cross borough projects 

were significantly more successful than Pan London.  

Chart 21: NEET to EET rates by contract geography 
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Table 14: NEET to EET rate by contract geography 

Geography 
NEET to EET rate Projects Total spend 

Target Actual No. % £ % 

Cross borough 63% 57% 39 93% £38,106,272 94% 

Pan-London 68% 44% 3 7% £2,302,373 6% 

Single Borough - - 0 0% £0 0% 

   
42 100% £40,408,645 100% 

 

Contract Geography Recommendations 

5.84 We recommend for ‘into work’ projects that the commissioning 

geography needs to be a decision based on the proposed target groups, 

type of service, and contract size.  

5.85 We recommend that for NEET to EET all contracts should be cross 

borough unless there are particular target groups that justify a Pan 

London approach.  

5.86 The potential performance gain for contract geography is likely to be 

minimal, therefore we have assumed it will have a zero impact. 

Target Groups 

5.87 We have used ‘Summary Target Groups’ to analyse the relative 

performance of each group. These have been classified by using the 

‘primary target group’ as defined for each project. Economically inactive 

projects are those where more than 60% of participants engaged were 

economically inactive. In total there were thirty-nine different ‘primary 

groups’ specified by commissioners across ESF and we have reduced this 

to seventeen ‘Summary Target Groups’ for analysis.  

5.88 With thirty-nine primary groups defined in the different commissioning 

rounds it is not surprising that providers reported difficulties in recruiting 

for some of the more tightly defined groups and that there were issues of 

overlapping or duplicated provision (see Chapter 6).  

5.89 The ‘Summary Target Groups’ are: 

 Risk of NEET 

 Economically inactive 

 NEET 

 Black Asian and Minority 

Ethnic (BAME) Women 

 Multiple disadvantaged 

groups 



London ESF 2007-13 

65 

 Black Asian and Minority 

Ethnic (BAME) 

 Social housing tenants 

 Offenders/Ex-offenders  

 Women 

 Disabled/health 

problems/addiction 

 Unemployed/Economic 

inactive 

 Parental responsibilities 

 Homeless 

 Older people 50+ 

 Refugees/asylum seekers 

 Lone parents 

 Carers 
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5.90 For ‘into work’ projects Chart 22 and Table 15 sets out the job entry 

rates, unit costs and the number of projects for each group. 

Chart 22: Job entry rates and average unit costs (actual) by target group 

 

 

Table 15: Numbers for job entry rates and average unit costs (actual) by 
target group 

Target group 
Job entry 

rate 
Unit costs: 

starters 

Projects (starters) Total spend (starters) 

No. % £ % 

Risk of NEET NA £1,664 13 4% £14,661,500 9% 

Economically inactive 21% £1,582 98 34% £18,646,802 12% 

NEET18 35% £1,242 21 7% £18,279,573 12% 

BAME Women 37% £2,399 3 1% £864,221 1% 

Multiple disadvantaged groups 24% £1,102 60 21% £58,705,077 37% 

BAME 22% £1,619 8 3% £1,846,750 1% 

Social housing tenants 17% £1,358 6 2% £1,701,092 1% 

Offenders/Ex-offenders  23% £2,213 8 3% £20,181,481 13% 

Women 19% £1,955 4 1% £1,481,560 1% 

Disabled/health problems/addiction 17% £1,703 25 9% £7,590,908 5% 

Unemployed/Economically inactive 24% £873 17 6% £6,645,011 4% 

Parental responsibilities 19% £1,720 9 3% £2,707,836 2% 

Homeless 17% £1,708 5 2% £1,145,297 1% 

Older people 50+ 18% £1,750 5 2% £1,096,569 1% 

                                        

18 Made up of SFA 16-19 NEET projects, LDA 14-19 NEET hardest to help projects and 
GLA projects dealing with re-engagement of young people excluded from School. 
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Refugees/asylum seekers 12% £1,838 8 3% £2,576,407 2% 

Carers 10% £1,822 1 0% £246,031 0% 

All 22% £1,443 292 100% £158,411,864 100% 

 

5.91 Chart 22 shows there are some groups that achieve higher rates of job 

entries. There also appears to be a broad relationship between lower job 

entries and higher unit costs. In other words, the more difficult it is to 

secure job entries, the higher the average unit cost. 

5.92 Broadly speaking, one would expect to observe this relationship. The 

more disadvantaged a target group, the more likely it is that job entries 

will be lower and unit costs higher. However, this relationship need not 

hold true for every target group, because there are other factors that can 

influence price and performance, not just the level of disadvantage. 

5.93 However, there is widespread concern across all commissioners that the 

degree of disadvantage should be taken into account in a range of 

different decisions in the management of ESF funds. There is established 

research on labour market disadvantage that describe the different 

‘markers’ of labour market disadvantage. Labour market disadvantage 

‘markers’ should be taken into account when designing future 

programmes, in summary these are: family structure; skill level; 

impairment; age; ethnicity; and the level of demand for labour.19 

Target Group recommendations 

5.94 We recommend that labour market disadvantage is taken into account 

when agreeing future programmes, priorities, eligibility and budgets.  

5.95 We recommend that Minimum Offer Levels and Expected Performance 

Offer rates should be set for each target group in the new programme, 

and informed by the performance of the current programme. 

5.96 We recommend that when standardising payment models, the level of 

labour market disadvantage should be taken into account, for example, 

groups with a higher disadvantage could have lower Payment by Results. 

                                        

19 See ‘Multiple disadvantage in employment’ Richard Berthoud, Institute for Social and 
Economic Research, University of Essex. Joseph Rowntree Foundation 2003. 
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5.97 We recommend that reporting on target group participation across all 

contracts should be tightened up and that target group performance rates 

should be monitored across all contracts to mitigate parking. 

5.98 We recommend there is a reward or penalty framework for contractors 

that exceed their targets for the most disadvantaged groups and, at the 

same time, exceed their performance offers. 

Summary of performance gain and expected 

performance levels 

5.99 This analysis has shown there is the potential for a performance gain of 

approximately 6 percentage points from: 

 Increasing contract duration 

 Increasing the size of contracts 

 A greater use of Payment by Results. 

5.100 We recommend that the overall programme Minimum Offer Level 

for 2014-2020 is set at the 22% average job entry for the current 

programme and that the Expected Performance Offer level for the 

new programme should be set at least 6 percentage points above, or 

28%. This is on the assumption that the composition of the target groups 

is broadly comparable. 

5.101 A 6 percentage point increase on the current 22% average performance 

represents a 27% increase. Therefore a uniform 27% increase has been 

used to derive the Expected Performance Offer for each strand of the new 

programme, with the exception of ‘Risk of NEET’ which is 10%. These are 

given in Table 16 below and more detail in Annex 3. 

Unit Costs 

5.102 Unit costs can be expressed in different ways but for procurement 

purposes the focus should be on the ‘cost per starter’. This expresses the 

average spend available to providers for every participant that joins a 

project. Every participant who starts is entitled to, and has expectations 

of, a certain level of service and the ‘cost per starter’ is what, on average, 

a provider can spend, although not all of this will be on direct service 

provision. 
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5.103 When judging value for money and the fiscal benefits of a programme, 

then the gross or net ‘cost per outcome’ (however outcomes may be 

defined) becomes more important. However, caution needs to be 

exercised when using ‘gross cost per outcome’ figures to form judgments 

and comparisons between projects and programmes. The level of 

outcome performance directly impacts on the ‘gross cost per outcome’ 

and performance comparisons should only be made on directly 

comparable projects. 

5.104 As such, in this section we place an emphasis on ‘cost per starter’ for the 

metric to indicate the sort of average prices that should be paid in the 

future.  

5.105 There is an important distinction between ‘unit costs’ and ‘unit prices’ 

when using payment by results. ‘Costs per starter’ is the total cost of the 

project divided by total number of starters, and ‘Cost per outcome’ is total 

cost divided by the verified outcomes. If the ‘cost per starter’ is the 

average value that ESF will want to pay to providers, the actual prices are 

dependent on the staging of the payments framework and the level of 

performance. In other words pricing must take into account the nature of 

the ‘payment by results’ framework and performance – either assumed 

performance levels or those offered by bidders. 

5.106 Flexibility for bidders to propose their own unit costs is important to 

capture the diversity of activities and the extent of disadvantage of the 

intended participants of each project. However, if bidders are to be 

allowed flexibility to determine their own unit costs then we recommend 

a maximum should be set for each target group, above which the 

LEP/GLA will not pay. We do not recommend setting a lower unit 

cost for each target group.  

Benchmark Unit Costs 

5.107 One of the primary purposes of the analysis of 2007-13 programme is to 

recommend unit costs which will inform the commissioning of the 2014-20 

programme. Below we set out our range of recommended unit costs 

for six key groups which are the closest fit with the LEP’s draft 2014-20 

programme when using the target groups from 2007-13.  

5.108 Whilst some of the draft ‘strands’ in the new programme are comparable 

to the old programme, others are not. As such the recommended unit 

costs below should be read as a guide to inform decisions, along with 
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other considerations that can be taken into account when setting the final 

unit costs. The six strands are: 

 Risk of NEET 

 NEET including a disadvantaged NEET group 

 Health conditions and disabilities 

 Women and parents including target groups: women, BAME Women, 

parental responsibilities, lone parents. 

 Disadvantaged groups including target groups: multiple 

disadvantaged, BAME, social housing, unemployed/economically 

inactive, older people 50+. 

 The hardest to help including target groups: offenders/ex-offenders, 

homeless, refugees, carers. 

5.109 We have looked at the ‘unit costs per starter’ and the ‘gross unit cost per 

job entry’ for: each CFO; target groups; and by the year of project start. 

Annex 3 contains a more detailed analysis of costs for both the 2007-13 

target groups and the six key groups above. 

5.110 Table 16 is a summary for the six groups, with full details in Annex 3. For 

the different cost and performance metrics we give two figures. The first 

is based on the average for the entire 2007-13 programme. The second is 

the average for the top 40% of projects for job entry and/or EET 

performance – this shows the price that top performing projects can 

deliver above average outcomes. The two figures give a range of unit 

costs and performance which can be used to inform decisions for 

commissioning.  

5.111 The ‘Expected Performance Offer’ is based on our recommended 27% 

uplift on the average performance for the 2007-13 programme. The ‘gross 

unit cost per job entry’ is derived from the ‘average job entry or NEET to 

EET rate’ and the ‘unit cost per starter’, in other words this would be the 

highest possible ‘unit cost per job entry’ given we are recommending that 

bids are not accepted below the average performance level for the 2007-

13 programme. 

5.112 We do not recommend setting a ‘lower unit cost’ for each group. This is 

because projects in some of the target groups had very low unit costs in 

relation to the average. It appears that these projects were providing very 
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specific services that justified a low unit cost. Therefore there should be 

no constraint on the level that bidders can bid under the maximum.  

5.113 In Annex 3 we also give some sub-group analysis – these are (mostly) the 

2007-13 target groups that combine to make up the six groups listed 

above. This provides finer detail for where further judgements may be 

necessary on the precise targeting and eligibility for the 2014-2020 

programme. 

5.114 Finally, in Annex 2 we provide information on the performance and costs 

of other programmes. Direct comparisons cannot be made between 

these programmes and ESF (for the reasons outlined earlier on 

comparisons with the Work Programme) however they can provide a 

useful reality check for proposed unit costs and performance levels. As 

can be seen, there is a very wide spread of costs mostly driven by the 

design and targeting of the programmes and when they were 

commissioned. However, the recommended range of costs for 2014-2020 

appear to sit broadly in the middle of this spread. 

Recommendations: Unit Costs; Minimum Offer Level; 

and Expected Performance Offer 

5.115 We recommend that the ‘target unit costs per starter’ for each group 

should be in the range set by the ‘programme average’ and the ‘average 

of the top 40% of projects’ for the 2007-2013 programme. If a single unit 

cost is used in commissioning, different judgements for each group will 

need to be made as to where in the range the cost should be set. 

5.116 We recommend that the ‘Minimum Offer Level’ should be the same as 

the ‘Average job entry or NEET to EET’ rate and in the range set by the 

‘programme average’ and the ‘top 40% average’ for the 2007-13 

programme. 

5.117 In line with our recommendations on performance, we recommend that 

the ‘Expected Performance Offer’ should be an uplift of 27% for all groups 

with the exception of ‘Risk of NEET’ where it should be 10%.  

5.118 We recommend that the range for the ‘gross unit cost per job 

entry/EET’ should be derived from the ‘Minimum Offer Level’ and the ‘unit 

cost per starter’ and that this range (or, if used, the single unit cost per 

outcome) becomes the maximum permissible cost per outcome for 

bidders. 
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Table 16: Summary of main groups 
 

  

2007-13 
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Risk of NEET     

Unit Cost per starter £1,686 £1,973 

Average NEET to EET rate 75% 85% 

Expected Performance Offer: NEET to EET 82% 94% 

Gross unit cost per NEET to EET £2,258 £2,321 

Number of projects 12 5 

NEET     

Unit Cost per starter £1,645 £1,904 

Average Job Entry/EET rate 49% 69% 

Expected Performance Offer: job entry/EET 62% 88% 

Gross unit cost per job entry/EET £3,355 £2,759 

Number of projects 31 12 

Health conditions and disabilities     

Unit Cost per starter £1,548 £1,819 

Average Job Entry rate 17% 23% 

Expected Performance Offer: job entry 22% 29% 

Gross unit cost per job entry £9,104 £7,942 

Number of projects 21 10 

Women and parents     

Unit Cost per starter £1,842 £2,103 

Average Job Entry rate 23% 33% 

Expected Performance Offer: job entry 29% 42% 

Gross unit cost per job entry £8,143 £6,342 

Number of projects 17 6 

Disadvantaged Groups     

Unit Cost per starter £1,612 £1,281 

Average Job Entry rate 22% 36% 

Expected Performance Offer: job entry 28% 46% 

Gross unit cost per job entry £7,281 £3,526 

Number of projects 134 44 

The hardest to help     

Unit Cost per starter £1,676 £1,751 

Average Job Entry rate 17% 22% 

Expected Performance Offer: job entry 22% 28% 

Gross unit cost per job entry £9,654 £7,947 

Number of projects 14 5 
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6 Commissioning, design, and 

delivery issues 

Impact of commissioning strategies on the 

programme 

6.1 With the exception of London Councils, CFOs reported that most of their 

provision was contracted to partnerships or prime contractors delivering 

with supply chains of subcontractors. It was thought that this created 

efficiencies for CFOs and meant that contracts were managed more 

tightly, as they had fewer contracts to manage.  

6.2 One of the strands of funding run by London Councils was exclusively for 

smaller voluntary and community organisations to deliver. They 

consciously chose to commission some smaller contracts, which could be 

delivered by standalone providers rather than partnerships or supply 

chains. Staff at London Councils believed that this had a positive impact 

on the London provider market. 

“We have had a sustaining impact on the voluntary and 

community sector.” 

6.3 Nonetheless, this approach had resource implications and London 

Councils’ staff also commissioned larger projects because of this: 

“We tend to aim to contract with small organisations and smaller 

projects but those are more costly [to manage] ... it’s pretty much 

the same to work with a £200,000 project from a programme 

management view to a £1 million or £5 million project ... and so 

we struggle to keep within our management costs.  So we do 

have bigger contracts but those … actually exclude smaller 

organisations ... that way it’s not the best approach even though 

it is a cost efficient approach.” (Commissioner) 

6.4 Other CFOs argued that despite the fact that small organisations were not 

contracted directly, they were still delivering ESF provision as 

subcontractors. This may have had an impact on the way that smaller 

providers operated, according to some commissioners.  
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“They’ve probably had to club together more and work with larger 

providers that they wouldn’t necessarily have worked in the past.” 

(Commissioner)  

6.5 Rather than the size of contracts, some commissioners and providers 

argued that the move towards outcome-based funding had a larger 

impact on the provider market by: encouraging smaller providers to 

become more commercially aware; better at managing cashflow; and 

focussed on delivering outcomes.  

“To track and understand the people that they’re supporting and 

the way they’re going through the pathway.  That’s changed, I 

think.  And what we’ve found is where organisations have 

responded to the need to do that, you see quite a big positive 

shift in performance.” (Commissioner) 

6.6 Small providers and some commissioners reported that the downward 

pressure on unit costs had the largest impact on the provider market. This 

was because providers were drawing on reserves or cross-subsidising 

provision as margins decreased. While it was acknowledged that not 

many providers had left the market, it was argued that if unit costs 

continued to fall, this may happen.  

“I wouldn’t say that we’re seeing masses of organisations fold, 

although there have definitely been some that have closed down 

or moved out of employment skills type activity, or definitely, lots 

have shrunk, and it may be that people are just getting by for the 

moment, and they’ll continue to drop off ... over the next few 

years.” (Stakeholder) 

Provision of services to disadvantaged groups 

6.7 Commissioners reported that the tight targeting of funding during 

programme design meant that disadvantaged groups were well serviced 

by ESF provision.  As all participants were disadvantaged, this meant that 

even if providers were incentivised to ‘cream and park’ by outcome-based 

funding, it did not mean that disadvantaged participants were not 

receiving support. Both providers and commissioners argued that the use 

of small, locally based providers (even when these were sub-contractors) 

was key to ensuring that the most disadvantaged individuals were 

engaged with projects. This was in the belief that smaller providers were 
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closer the needs of the most disadvantaged and had relevant specialist 

understanding and services. 

6.8 In a small number of the case studies, providers claimed that some 

aspects of commissioning had led to the most disadvantaged participants 

being unable to access provision. In one case this was because 

participants needed a passport or birth certificate to register and in 

another, participants who the provider thought were unlikely to be able to 

enter employment at the end of the programme were less likely to be 

registered.  

Impact on performance 

6.9 Commissioners pointed to the good performance of ESF 2007-13 in 

London and argued that commissioning strategies had worked to support 

this. In particular, the move towards outcome based funding and, where 

this featured, ‘hands on’ contract and performance management were 

cited as important in driving good performance. For example:  

“The change in the way we’ve moved to outcome payments, it’s 

definitely had an impact on.  We get better outcomes and better 

impacts in terms of our projects now.” (Commissioner) 

6.10 One commissioner reported that as unit costs had fallen, the gaps 

between higher and lower performing providers had narrowed.  They 

attributed this to lower unit costs meaning that excellent providers had 

less resource to provide in a way that would lead to over-performance 

against targets. This may have been true for some years and for some 

CFOs however, as Table 17 shows, the average unit costs fluctuated over 

the years. 

Table 17: Number of projects and average unit cost for projects starting in 
each year 

  All London CFOs: Start Year 

  2008 2009 2010 2011 2012 

Average unit price for project starts in year £1,481 £1,225 £1,566 £1,331 £1,617 

% change on previous year   -17% 28% -15% 21% 

% change from 2008 0 -17% 6% -10% 9% 

Number of projects by start year 65 34 35 29 30 
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Programme design and targeting 

Level of prescription or flexibility 

6.11 At the procurement stage, different amounts of prescription were 

observed from commissioners. Elements of programme design which had 

varying levels of prescription were eligibility, targets, partnership working 

and delivery models.  

6.12 Eligibility: Different approaches were taken by commissioners in terms 

of prescribing the level of specificity for project eligibility. For some 

projects, access was restricted to very particular groups, for example, 

young offenders aged 18-19. Other projects had less prescription and  

wider eligibility with the projects open to all long-term unemployed and 

disadvantaged people in the locality. However, equalities targets were 

built into programmes to encourage a sufficient focus on particular groups 

such as ethnic minority groups, women and disabled people.  

6.13 Targets: Some providers felt that participant group targets were 

sometimes applied too rigidly and this limited performance.  For example, 

one provider suggested that they could have exceeded their lone parent 

target but were not allowed to work with any more lone parents after 

meeting the target, which meant they had to turn potential clients away. 

6.14 Partnership: Whilst there was an expectation from commissioners that 

partnership working would be used to deliver the programmes, this was 

typically encouraged rather than prescribed.  

“We said that we expected organisations that bid to be able to 

demonstrate that they’d be able to deliver all of the things we were 

asking for, and our expectation was that they would need more than 

one organisation to do that, but we didn’t require it to be more than 

one organisation.” (Commissioner)  

6.15 Delivery models: many providers described designing their delivery 

models based on a ‘black box’ approach by some commissioners. Whilst 

giving the providers the flexibility to design their own delivery model, 

commissioners expected providers to explain the rationale behind the 

design. 

“They will have to do research and provide information and justify their 

delivery model, but we don’t tell them what to deliver.” (Commissioner) 
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6.16 Other commissioners prescribed a number of key delivery activities and 

thus only certain elements of delivery were flexible. Once delivery was 

underway, whether there was the flexibility for providers to change their 

delivery approach also differed. The following two case studies illustrate 

different approaches. 

Case study 

One provider had initially developed a vacancy-led engagement model as 

part of their delivery, but this was found not to work well with their target 

client group.  As a result, the provider changed to a direct targeted 

engagement approach, which was tailored to the main clients in the 

project and involved workshops in community centres and drop-in 

sessions at Hostels. This approach was found to be more successful than 

the first and was used as the core model for delivery for the remainder of 

the project. 

The commissioners explained that they were able to provide the flexibility 

to allow for these requested changes to delivery because it was a ‘black 

box’ project for which they were primarily interested in the outcomes. 

“Because it was a black box project, we were more interested in the 

outcomes than the method of delivery. So if they wanted to change the 

way they worked, we'd have been pretty flexible about that.” 

(Commissioner) 

This change in delivery approach was felt to have contributed to the 

success of this project, highlighting the value of there being enough 

flexibility for such changes to be made. 

 

Case study 

In this programme focused on young people, all provision had to 

incorporate the following aspects: a person-centred action plan; one-to-

one mentoring and support; and a programme of non-accredited learning.   

Although mentoring and non-accredited learning formed the core of the 

provision, providers were encouraged to be flexible and tailor their 

approach for individuals. 
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The payment triggers and defined aspects of the project created a fixed 

framework for delivery, but flexibility beyond this allowed the providers to 

tailor their service, and improve it if necessary.  

“ ... they had to deliver within the specific deliverables ... the non-

accredited learning, the progression into 13 weeks or 26 weeks for the 

one-term and two-term training deliverables. That was pretty much fixed. 

How they then delivered that was obviously up to the providers, how they 

worked with the various schools, engaged with schools, how the partners 

worked together to engage the schools.” (Commissioner) 

6.17 Some commissioners highlighted that the ESF requirements did at time 

limit the level of flexibility they had in designing programmes.  For 

example, wanting a smaller amount of hours to count as a job outcome, 

which did not fit with ESF requirements. 

6.18 The need for open and competitive tendering, required by ESF 

requirements, was felt by some commissioners to make it more difficult to 

agree to changes post contract award. 

“Wherewith a grant, you might be able to agree to changes in the 

delivery model or changes in the unit prices, when you’ve been through 

a competitive process you have to be more careful about being sure 

about the reasons why you’re doing it.” (Commissioner) 

6.19 In general, where providers had been given the flexibility to design and 

change their delivery model and had made changes in order to better 

meet the needs of participants, this was felt to have led to improved job 

outcomes. 

Interaction with other provision 

6.20 Commissioners and providers both gave examples of overlapping and co-

ordination issues with non-ESF provision. This was described as 

frustrating and could lead to difficulty finding and recruiting eligible 

individuals for some projects and competition between providers. 

 “Providers are fighting for the same person and that isn't ... the most 

effective way of supporting people into employment.” (Provider)  

6.21 In some cases, this was felt to be compounded by a lack of clarity 

concerning programme eligibility. 
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Case study 

The Provider felt that there was a lack of clarity at the early stages of the 

project concerning what other provision potential clients could be on. The 

‘long-term inactive health benefits’ group were felt to be particularly 

challenging, in part due to poor clarity around accessing people who were 

contracted to ‘Pathways to Work'20, as the majority of this group were 

already on Pathways. 

“What didn’t work so well, I think probably it would have to be the issue 

in terms of some of the target groups. Misunderstandings about what 

other provisions people were already on, which would bar them from 

being available for this programme... There’s a lot of other provision in 

the region, and we were competing with Pathways to Work, so, basically, 

no Pathways to Work clients could start the provision.” (Provider) 

6.22 There were also some indications that other programmes affected the 

groups of participants engaged in some London ESF programmes.  For 

example, one project was keen to engage with 6 months + JSA claimants.  

However, JSA claimants who are aged between 18-24 years old are 

referred to the Work Programme after 9 months. This was reported to 

create a disincentive from engaging with this group as the provider only 

had 3 months to work with them.  

6.23 Both commissioners and providers felt that there needed to be more 

openness and communication in relation to the planning of ESF 

programmes, and to increase knowledge of potential programme 

overlaps. One CFO reported that they had not commissioned a 

programme because of a planned programme by another CFO that did 

not come to fruition in the end, and felt that more communication would 

have helped.  

6.24 Some providers felt that there were not enough eligible individuals for 

some programmes they were delivering compared to the number of starts 

that had been commissioned, and likewise felt that more joint planning by 

CFOs could have prevented this situation. 

                                        

20 ‘Pathways to Work’ was for people on Incapacity Benefit and was merged into the 
Work Programme in 2011. 
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Preferred approaches  

6.25 Limited prescription was welcomed and there were examples of providers 

utilising available flexibility to design and change provision to ensure it 

performed well. 

6.26 Some commissioners suggested that introducing pre-contract negotiations  

into the tendering process would be useful for ensuring that the 

prescribed elements of programme design that are placed into contracts 

are achievable.   

“We’re not perfect but sometimes, or quite often, it’s also the delivery 

partners, who know that maybe we’re not quite asking for the right 

thing, but rather than coming back and telling us that, or know that 

they can’t deliver in the first three months, but rather than come back 

and tell us that, they will put in bids that are a bit unrealistic.” 

(Commissioner) 

6.27 A greater level of openness and communication between CFOs when 

commissioning projects was suggested as an area for improvement. It 

was hoped this would lead to a better fit between different provision. 

Procurement 

6.28 Some decisions regarding procurement were shaped by ESF regulations, 

in particular the need for open and competitive tendering. Beyond this, 

CFOs did take some different approaches – such as the use of 

procurement frameworks or not. More generally, commissioners reported 

that achieving better value for money through procurement was a 

priority. 

6.29 ESF 2007-13 was procured at the same time in which the DWP - which in 

addition to being an ESF CFO is a major commissioner in the market for 

employment services - changed radically their commissioning model. In 

2010, DWP established a framework of Employment Related Support 

Services. To qualify for the framework, potential providers had to 

demonstrate: a track record of delivering large and complex contracts; 

capacity to deliver across the region(s) for which they had bid; and the 

financial strength to deliver primarily payment by results contracts 

(including a minimum £20 million per annum turnover).  
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6.30 The Skills Funding Agency operates a register of training providers, which 

providers must be registered on to bid for SFA contracts.  To be on the 

register, providers must be registered with the UK Register of Learning 

Providers and pass a financial health assessment.  While other CFOs did 

not use a framework process, the use of larger contracts by many meant 

that smaller providers were, nonetheless, entering the procurement 

process as potential subcontractors rather than direct contractors with a 

CFO. A significant exception to this was the small contracts commissioned 

by London Councils.  

6.31 Some commissioners reported that while they received good quality bids 

for most projects commissioned in ESF 2007-13, the bids were mostly 

from the same organisations. The ERSS framework is due to expire in 

early 2015, and DWP have released a new commissioning strategy setting 

out the principles for procuring future programmes.21 The SFA will 

continue to use a register of potential providers. It is likely that many 

smaller providers will continue to have a role as sub-contractors rather 

than as directly contracted providers throughout much of the 2014-20 

period. However, ESF commissioners should be mindful of ensuring that it 

is possible for new entrants to compete for contracts. 

6.32 Other studies have found that costly or complicated bidding procedures 

are a barrier to entry for new providers.22  In general, providers reported 

that invitations to tender were well written and it was clear how to 

respond, however, only successful applicants were interviewed for this 

review.  Some CFOs reported holding ‘market warming’ exercises at an 

early stage in the procurement process. Small providers in particular 

welcomed these.  Similarly, evaluations of ESF 2007-13 reported that both 

commissioners and potential prime contractors held pre-tender workshops 

to encourage providers to bid for (sub)contracts.23 Encouraging the use of 

such workshops and ensuring that adequate information is available for 

new entrants to bid may be an effective mechanism to ensure adequate 

competition for contracts. 

6.33 Although not cited as a major issue in London, in other areas delays 

during procurement were cited as leading to reduced performance in ESF 

                                        

21 DWP Commissioning Strategy 2014  
22 Making Public Service Markets Work (2012), Institute for Government. 
23 Evaluation of European Social Fund Priority 1 and Priority 4: Extending employment 
opportunities to adults and young people. 
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2007-13.24 However, some providers interviewed reported that delays 

during procurement led to shortened timeframes for submission of bids. 

Providers reported that, on some occasions, there was insufficient time to 

put together partnerships or supply chains. 

Case study 

Providers were given 4 weeks from publication of tender to submission of 

bids. The prime provider felt that this was insufficient time to build 

partnerships with seven organisations and design a model to deliver 

numerous outcomes. The provider believed that 6 weeks to 2 months 

from tender launch to bid deadline was more appropriate. 

“ ... the contract was just under £2 million so it was a very high-value 

contract ... We had to get a lot of partnerships together and there was a 

lot of work to do around the project model because there was such a high 

number of outcomes.  I do think that [CFO] underestimate the time it 

takes to build up partnerships.” (Provider) 

However, the provider praised other aspects of the procurement of this 

project.  In particular, the workshops put on by the CFO for prospective 

bidders and the fact that they “genuinely encouraged” new organisations 

to apply for funding. The CFO also provided clear and useful information 

in their specification, such as activities they expected in the project and 

priority wards to deliver in. 

6.34 Some concern was raised by providers and commissioners that targets 

submitted in bids were not always realistic, or were not profiled 

realistically. This has been found as an issue in the procurement of other 

programme such as Pathways to Work25 and Work Choice. The National 

Audit Office and the evaluators of Work Choice recommended a more 

critical review of targets in bids by DWP and this should be a priority in 

procurement in London’s next round of ESF funding.  

                                        

24 DEL Mid-term evaluation of the Northern Ireland ESF Programme 2007-2013; WEFO 
Evaluation of the effectiveness of programme implementation. 
25 National Audit Office, Support to incapacity benefits through Pathways to Work; Purvis 

et al (2013) Evaluation of the Work Choice Specialist Disability Employment Programme, 
DWP. 



London ESF 2007-13 

83 

Unit costs over time  

6.35 Some commissioners and small providers reported that the downward 

pressure on unit costs over the course of 2007-13 meant that providers 

were operating on very tight margins and may not be able to continue to 

provide services in the future. It should be noted that, even if average 

unit prices fluctuated over the programme, it is possible that individual 

providers experienced real reductions in their unit prices for operating 

similar provision. 

Payment models 

Payment model approaches 

6.36 There were five broad types of payment triggers used by CFOs: advance 

payment (to support project set-up); programme starts/enrolments; 

outputs (for example, skills development); outcomes (for example, job 

entries and sustained job outcomes); and, on a few occasions, equalities 

target bonuses. For an overview see Chart 9. 

6.37 However, which of these payment trigger types were used, and the 

proportion of payment assigned to each, varied between CFOs and in 

some cases varied over time within a single CFO. 

6.38 There was evidence of some commissioners changing their payment 

model approach and moving to an increasing use of outcome based 

payment triggers over time. For example, one commissioner described 

how a defrayed expenditure model had been used in the previous ESF 

programme (2000-2006) which resulted in very little underspend but was 

not felt to have driven the level of performance they wanted. As a result, 

in Round 1 payments were predominantly on outputs, and in Rounds 2 

and 3 they moved to a greater emphasis on outcome payments. 

 “Defrayed expenditure was ending up with us paying out the money... 

but in terms of what we were getting back on performance, on 

outputs, it was actually not terribly great... delivery partners had 

realised that they could run their organisation without necessarily 

getting the end outcome, and the harder outputs, so that’s basically 

what they were doing... so that was really behind our move towards 

output payments, and we felt that we would therefore get results for 

the participants rather than just spending the money.” (Commissioner) 
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6.39 Whilst outcome payments were part of all CFO payment models by the 

end of the programme, no programmes were being paid for on a wholly 

Payment by Results basis, as the Work Programme has been since April 

2014. Some commissioners described having a roughly even split between 

payments for outputs (that is, paying against the delivery of a service) 

and Payment by Results (that is, only paying for a defined outcome such 

as a job) and stated that their rationale for not increasing the Payment by 

Results element further was a view that it was not appropriate for 

voluntary and community sector providers to bear more risk. 

“We have a duty of care and role of stewardship with regard to the 

voluntary and community sector.” (Commissioner) 

6.40 Ensuring that payments were made at fairly regular intervals in the 

customer journey to support provider cashflow, and providing an advance 

payment to support initial set up costs were also recognised by some 

commissioners as important elements to build into their payment model. 

“I think this model only works well if the milestones are set at fairly 

even times across a participant’s journey through the project and the 

balance is not shifted into either direction.  Also for us it is important to 

allow the advance payment because that gives some sort of buffer to 

organisations to be able to afford to spend the money on recruitment 

and the initial set up and delivery before the first payments are actually 

released.” (Commissioner) 

Impact on providers 

6.41 The wider literature suggests that Payment by Results payment models 

can bring both benefits and risks to providers. Payment by Results has 

been found to encourage some providers to develop a greater level of 

effectiveness, efficiency and financial management. However, this 

payment model also results in a higher financial risk to delivery 

organisations, especially smaller organisations without financial reserves. 

6.42 As already highlighted, some commissioners and providers acknowledged 

the benefits of Payment by Results for providers. Commissioners reported 

that the move towards an increased level of outcome based funding had a 

positive impact on smaller providers; encouraging them to become more 

commercially aware, better at managing cashflow and focussed on 

delivering outcomes. 
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6.43 There appeared to be a general acceptance among providers that an 

element of Payment by Results was positive and provided value for 

money for the public and an appropriate focus on the goals of the 

programme.   

“Obviously the focus of the programme was about sustained 

employment, so it was ... entirely appropriate that the remainder of the 

funding was paid on job entries [and sustained jobs], because... the 

purpose of the programme was to ... support them into sustained 

employment.” (Provider) 

6.44 However, a number of providers also pointed out that there needed to be 

a balance between that and the level of risk placed on providers. Some 

providers felt that the proportion of outcome based funding had become 

too large. 

“I’ve got no problem with payment by results, but I think that the way 

it needs to be moved, back towards [a] more sensible proportion ... It’s 

moving towards 20%, then 80% on sustained outcomes.” (Provider) 

6.45 Small providers in particular could struggle to manage their cashflow 

when there were not enough payment triggers early in a contract. 

Advance payments were seen as particularly useful for helping small 

organisations to manage their cashflow. 

“Literally, for our subcontractors, they wouldn’t have been able to 

manage the programme into a cash flow perspective if there hadn’t 

been that start fee available.” (Provider) 

6.46 Alongside the approach adopted to making payments, the level of 

payments also had the potential to have an impact on providers. Many 

commissioners believed providers were comfortable with the unit costs in 

the London ESF 2007-13 Programme. 

“We do look at, review our unit costs, etc, but we generally feel that 

for those people who are delivering on these projects they’re fairly 

comfortable with those unit costs, because we’re very upfront in saying 

what we’re going to pay for x staff or achievement and they generally 

work around that in building that provision.” (Commissioners) 

6.47 However, and as already noted, there was concern expressed by some 

providers that an overall downward pressure on unit costs might lead to 
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some providers being unable to continue to provide services in the future, 

resulting in a contraction of the provider market. 

Case study 

In this case study project, a payment by results funding model was used, 

with the highest payments awarded to job starts and sustained job 

outcomes. The CEO of the lead provider, a Social Enterprise, reported 

that this had an impact on cashflow, and thus limited the types of 

organisations that could bid for these contracts.  

“If we are funding up front, then we’ve got to supply the cash covering 

the costs, which we then claim against. It’s a very simple issue. Any 

organisation that’s entering this market has to have the capacity to cash 

flow its activities.”   (Provider)  

Impact on delivery 

6.48 Commissioners credited the move towards outcome based funding as one 

of the key factors that had contributed to the improving performance 

between 2007-13. 

6.49 However, payment models that include a significant element of outcome 

based funding can present a particular challenge for the delivery of 

support to those facing the most significant barriers to the labour market. 

This is related to concerns about ‘creaming’ and ‘parking’ behaviour on 

the part of providers, whereby effort and resources are focused on those 

participants for whom employment outcomes can be achieved most 

quickly and/or cheaply. The available project data does not enable any 

analysis of whether there was any ‘parking’, however there is a valid and 

widespread concern by both commissioners and providers that some 

payment models could encourage it. 

6.50 As highlighted already, some commissioners felt that the tight targeting of 

funding during programme design countered any potential perverse 

incentive to ‘cream’ and ‘park’ caused by the outcome based funding. 

6.51 However, other commissioners and some providers felt that there was a 

risk that too high a Payment by Results element could have a negative 

impact on delivery to disadvantaged groups. 
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“It’s a really, really careful balance that commissioners need to strike 

between incentivising providers well, and just incentivising badly, in 

terms of creaming and parking, if the payment model’s too high risk.” 

(Provider) 

6.52 There was some suggestion from providers of programmes with greater 

levels of Payment by Results that this payment model did create perverse 

incentives to spend more time with participants who were likely to get an 

outcome. 

“I suppose the consequences are that you do have to be quite focused 

in terms of the people that you’re working with to make sure that you 

can actually get some kind of outcome for them.” (Provider) 

6.53 Disinvestment is also a risk. In projects where 50 per cent or more of 

funding was only paid on achievement of outcomes, commissioners felt 

that there was reticence from some providers to invest in activities that 

did not generate direct immediate payments, even if these activities had 

the potential to ultimately result in more outcome payments. 

“What the projects were saying was they wanted to invest more money 

in, for example, skills development ... of the individuals, so running 

particular courses and so on. And they didn’t do this because of not 

having a ring-fenced amount to spend on that even though we said, 

well, you can spend whatever you like on it because if more people get 

more jobs you’re going to get more outcome payments, but there was 

still that reticence from the providers to invest in something where they 

can’t immediately see that there’s going to be a payment coming back 

from it.” (Commissioner) 

6.54 There was also evidence of payment models shaping what was delivered. 

Case study 

This project had a payment model which combined output payments with 

Payment by Results. Payment triggers included six hours of support 

(£291), progress to further learning or another programme (£100) 

obtaining a qualification (£700), job start (£700) and 26 week sustained 

employment (£1000). A payment could not be claimed for a qualification 

and job start/sustainment for the same participant. 

The provider felt that the payment model had impacted negatively on 

clients further from the labour market.  The payment for six hours of 
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support ensured that at least this amount was delivered, however, it led 

to the provider perceiving that support beyond six hours was being 

provided ‘for free’.   

“So it's trying to balance the fact that you're paid for the six hours but you 

don't want to, obviously, say, well we only have six hours and then that's 

it because they need more work, but also trying to balance the fact that 

we can't afford to do unpaid work of that amount.” (Provider) 

Staff tried to minimise costs and providing the required support to 

participants who needed more than six hours support by using more cost 

effective approaches such as telephone and email based-support for 

delivering additional support. 

In this project, the provider could not claim payments for job starts and 

progression to further training for the same client. As a result, the 

Commissioner felt that the provider might have held back on training for 

some clients who were more valuable as job starters.  

“Because it’s more valuable financially for the project to claim a job start, 

they hold back on the training in case the person that’s gone into training 

gets a job.” (Commissioner) 

However, there was also evidence of this provider undertaking activities 

that were not attached to payment triggers but were beneficial for 

participants.  For example, work experience was not a paid outcome of 

the programme, however the provider believed that it helped certain 

participants move closer to the labour market and update their skills and 

thus the provider worked to build partnerships with local employers to 

generate work experience opportunities. 

Preferred approaches 

6.55 Commissioners generally felt that the optimal payment model was one 

which was quite heavily weighted towards outcomes in order to drive a 

focus on outcomes, but with some payments for earlier interventions in 

order to support organisations’ cashflow.   

“I really strongly believe in that driver [Payment By Results]... but 

there needs to be a way to pay more on the process while still 

maintaining that strong outcome driver.” (Commissioner) 



London ESF 2007-13 

89 

6.56 The option to claw back payments if sustained outcomes are not being 

achieved was also proposed as an alternative to Payment by Results for 

ensuring a focus on outcomes. 

6.57 For future programmes, including payments for soft outcomes was 

welcomed by providers but how such payments are administered was felt 

to be critical, based on experiences of such payments in the ESF Families 

Programme. 

“On the ESF Families Programme they have a set up where they’ve got 

27 progress measures and it’s an absolute nightmare. So they’ve gone 

from one extreme to the other, where they’ve got to have a huge 

admin team to produce reams of paperwork for each progress 

measure. So I agree, I think there does need to be a recognition of soft 

outcomes, but how you administer it, be very careful.” (Provider) 

Contract and performance management 

6.58 Commissioners reported that contract and performance management 

systems were shaped by ESF audit and reporting requirements. 

Nonetheless, some differences emerged between CFOs and over time.  As 

found in the main evaluation of ESF 2007-13,26 contract and performance 

management arrangements were generally thought to be operating well.  

6.59 Prime or lead contractors interviewed for this study reported that they 

created performance management systems mirroring contract and 

performance reporting requirements with their commissioner.  This was in 

line with findings from the main evaluation of ESF 2007-13.27 In this 

study, some of these systems were found to be more sophisticated and 

contain more data than was required by the commissioner.  In other 

studies of both ESF and non-ESF programmes, subcontractors sometimes 

report that these systems create administrative burdens,28 although we 

did not find that in the case studies for this report. 

6.60 Other evaluations of ESF and non-ESF provision outline a number of 

mechanisms that can be used to manage provider under-performance. 

                                        

26 Evaluation of European Social Fund: Priority 1 and Priority 4 (Employment and NEET) 
provision. 
27 Evaluation of European Social Fund: Priority 1 and Priority 4 (Employment and NEET) 
provision. 
28 Work Programme evaluation, GLA ESF Youth Programme - Young People Excluded 
from School 
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These included: stopping new referrals until performance improved;29 

clawing back payments;30 instituting performance improvement plans31 

and contract withdrawal.32  These mechanisms were reported as effective, 

although the unused threat of contract termination was seen as a 

weakness by the authors of Making public service markets work.33  

6.61 In addition, in 2010 the LDA and London Councils pioneered the 

development and use of a London ‘Employability Performance Rating’34. 

This is a tool which benchmarks the performance of providers in London. 

The use of the rating provides an evidence based track record of delivery 

against the paid grant and improves transparency of performance. From 

April 2011 all skills and employment providers funded by GLA, London 

Councils and NOMS are required to comply with requirements relating to 

the performance rating, and for the 2014-2020 ESF programme the 

LEP/GLA wish to see all Opt-ins (CFOs) adopting the rating.  

6.62 Stakeholder interviews and previous evaluations35 point to the SFA taking 

a particularly ‘hands off’ approach to contract and performance 

management. One SFA provider described it thus:  

“I would have to honestly say that it's pretty light touch.”  

(Provider)   

6.63 The SFA system primarily involved monitoring of performance against 

targets with a reduction in profiled starts in response to poor performance 

and an increase in profiled starts in response to exceeding targets. While 

this approach had advantages in terms of resourcing for the SFA, both 

commissioners and providers acknowledged downsides, particularly 

around inflexibility. The following case study illustrates how this 

management operated in practice: 

                                        

29 LDA ESF Programme Evaluation 2007-2010, Strand 1; LDA ESF Programme Evaluation 

2007 - 2010 Personal Best 
30 Evaluation of European Social Fund Priority 1 and Priority 4: Extending employment 

opportunities to adults and young people 
31 Evaluation of European Social Fund Priority 1 and Priority 4: Extending employment 
opportunities to adults and young people; Work Choice evaluation; Work Programme 

evaluation 
32 Work Programme evaluation 
33 Making public service markets work, Institute for Government.  
34 For more information see https://www.london.gov.uk/priorities/business-

economy/working-in-partnership/employability-performance-rating 
35 Evaluation of European Social Fund Priority 1 and Priority 4: Extending employment 
opportunities to adults and young people 

https://www.london.gov.uk/priorities/business-economy/working-in-partnership/employability-performance-rating
https://www.london.gov.uk/priorities/business-economy/working-in-partnership/employability-performance-rating
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Case study: Youth NEET 

Performance was managed through monthly monitoring of performance 

against targets. These were the profiled outcome payments that the 

provider had bid for. In the first years of the contract there was a 15% 

tolerance level. When performance dipped below 15% of target, volumes 

of future provision were reduced by the same amount as the under-

performance.  

Over-performance was rewarded with increased volume of possible 

provision. In the final year of the contract the 15% tolerance was 

removed. Provider and commissioner both described this system as 

relatively inflexible, the commissioner describing it as ‘automated’ and the 

provider as ‘black and white’.  Both felt that this system had downsides.  

The commissioner believing that it had the potential to lead to providers 

cutting corners (though had not in the project in question) and focussing 

wholly on targets and not on the quality of provision for all participants.   

The provider felt that the system was too inflexible and did not take into 

account peaks and troughs in performance over the lifetime of the 

project:  

“... there really has to be some recognition that within the course of a 

three-year project there are going to be peaks and troughs of 

performance that couldn't be anticipated at the bidding stage.”   

While the commissioner thought that the reward for increased volume for 

good performance was a strong incentive, the provider did not believe 

that this was the case. This was because the contracted volumes had to 

be delivered in their entirety first – in this case it took two years to deliver 

these before volumes increased, the provider felt that this was too slow to 

really affect performance.  

6.64 Other CFOs emphasised more active contract and performance 

management. The GLA, for example, described working with providers on 

the pipeline of future outcomes and spreading good practice between 

projects. It was acknowledged that this ‘hands on’ management was more 

resource intensive, but it was believed to have a positive impact on 

performance.   

6.65 London Councils described its management style as ‘hands on’ and 

included some site visits and customer surveys to monitor quality of 
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provision. They noted, however, that staff capacity to judge quality of 

provision was an area where improvements could be made.   

6.66 Other CFOs that did not currently monitor quality of provision reported 

that, in part, this was because they did not have the capacity to do so.  

Commissioners who operated a hands on style believed that this enabled 

them to catch problems at an early stage and work with providers to 

improve rather than merely reducing profiled starts over time.  

“That's why this is really good because [poor performance on 

conversion to outcomes] was caught early ... So instead of the 

provider trying to get more and more people through the door 

without them achieving job outcomes, what they did is they said, 

right, now I'm going to create support to achieve the outcomes, 

and then we worked with them to correctly forecast what they 

could achieve.” (Commissioner) 
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Annex 1: Suppressed projects 

Projects were suppressed from the analysis due to the following reasons: 

1. Job entry/EET/sustained rates below 5% resulting in high unit costs: there are 

various reasons for low performance including a primary focus on training and 

education and projects that are still ongoing. The 5% threshold was felt to be a 

fair figure in order to capture those projects that had a low job entry or 

sustainment rates for reasons other than in programme performance. (26 

projects excluded with a total spend of £5 million). 

2. Suppressed due to actual grant paid less than 30% of allocated grant (failed 

projects): this threshold was used to capture projects that were cancelled before 

the completion date and therefore likely to distort performance figures. (21 

projects excluded with a total spend of £3.7 million). 

3. Target Job entry rate was below 15% (i.e. job entry was not the main focus): 

this threshold was used to capture additional projects not captured by point 1 

above where the prime focus was not job entries but to get participants closer to 

the labour market through training or other support. (51 projects excluded with 

a total spend of £17.6 million). 

4. Additional sustained figures were suppressed for Round 1 LDA and London 

Council projects as sustainment was not a prime focus. (85 projects). 

In total 76 job entry figures were suppressed and 129 sustained job entry figures 

were suppressed due to one, or a combination of, the reasons listed above (note 

that these totals do not add up to the figures above due to some projects having 

multiple reasons for suppression).  

The total spend on projects not included in the analysis relating to job entries was 

£23.2 million. 

The total spend on projects not included in the analysis relating to sustained job 

entries was £32.9 million (some of these projects had reliable job entry figures that 

were included in the analysis but unreliable sustained figures). 

 



London ESF 2007-13 

94 

Annex 2: Benchmarking other programmes  

Programme 
Time 

period 
Target Group ESF/Non ESF 

Primary 
funding 

organisation 
Geography 

Conversion rates from 
starters (Actuals) 

Unit costs: actuals 

In work 
on 

leaving 

Sustained 
jobs (6 

m0nths) 
Starts Job entry 

All Work programme participants 

2011-14 

Unemployed/Economically inactive Non ESF DWP GB 25% 7%     

JSA 18-24 Unemployed/Economically inactive Non ESF DWP GB 32% 10%     

JSA 25+ Unemployed/Economically inactive Non ESF DWP GB 27% 8%     

All ESA flow Disabled/health problems/addiction Non ESF DWP GB 8% 3%     

ESA flow Under 12 months prognosis Disabled/health problems/addiction Non ESF DWP GB 8% 3%     

ESA flow 12 months plus prognosis Disabled/health problems/addiction Non ESF DWP GB N/A       

JSA Prison Leavers Offenders/Ex-offenders  Non ESF DWP GB 20% 6%     

ESA ex IB Disabled/health problems/addiction Non ESF DWP GB 3% 1%     

NEW DEAL 

2009 

                

New Deal for Young People NEET Non ESF DWP GB 60% 50%     

New Deal 25plus Unemployed/Economically inactive Non ESF DWP GB 42% 34%   £4,350 

New Deal for Lone Parents Lone parents Non ESF DWP GB 67% 38%     

New Deal for Disabled People Disabled/health problems/addiction Non ESF DWP GB 65%       

New Deal 50 plus Older people 50+ Non ESF DWP GB 94%       

Employment Zones   Non ESF DWP GB 49% 31%   £4,400 

New Deal for Young People 

2009 

NEET Non ESF DWP London 46%       

New Deal 25plus Unemployed/Economically inactive Non ESF DWP London 30%     £5,046 

New Deal for Lone Parents Lone parents Non ESF DWP London 44%       

New Deal for Disabled People Disabled/health problems/addiction Non ESF DWP London 53%       

Employment Zones   Non ESF DWP London 36%     £5,104 

Want2Work ESF Competitiveness 2009-12 Unemployed/Economically inactive 
Convergence 

ESF 
Welsh 

Government 
Welsh LA's 49%       

Gypsy Traveller Learning and Future Employment 
Project 

2009-12 BAME 
Convergence 

ESF 
Welsh 

Government 
Welsh LA's 12%   £7,324 £62,745 

Amlwch Skills 16 plus 2009-12 Unemployed/Economically inactive 
Convergence 

ESF 
Welsh 

Government 
Welsh LA's 23%   £1,241 £5,376 
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Programme 
Time 

period 
Target Group ESF/Non ESF 

Primary 
funding 

organisation 
Geography 

Conversion rates from 
starters (Actuals) 

Unit costs: actuals 

In work 
on 

leaving 

Sustained 
jobs (6 

m0nths) 
Starts Job entry 

Raising Skills and Aspirations of Young BME People 
II 

2011-14 BAME 
Convergence 

ESF 
Welsh 

Government 
Welsh LA's 4%   £1,118 £28,735 

Sustained Employment Commissioning Pilots: 
Central London  

12/11/2010 

Unemployed/Economically inactive Non ESF LDA 
Cross 

borough 
26% 15% £448 £1,728 

Sustained Employment Commissioning Pilots: 
North London Pledge 

Unemployed/Economically inactive Non ESF LDA 
Cross 

borough 
35% 21% £793 £2,290 

Sustained Employment Commissioning Pilots: 
Outer East Community Gold  

Unemployed/Economically inactive Non ESF LDA 
Cross 

borough 
28% 17% £621 £2,194 

Sustained Employment Commissioning Pilots: 
Reach West London 

Unemployed/Economically inactive Non ESF LDA 
Cross 

borough 
41% 31% £795 £1,924 

Housing association project 2013-14 Social housing tenants Non ESF   
Pan-

London 
80% 64% £2,835 £3,526 

Steps to Work 2008-11 Unemployed/Economically inactive Non ESF NI Government 
Northern 
Ireland 

25% 21%     

Work Choice 2010-14 Disabled/health problems/addiction Non ESF DWP GB 38% 15%     

Job Net 
2009-

2012/13 
Unemployed/Economically inactive ESF Black Box LDA 

Cross 
borough 

17% 6% £3,499 £8,800 

Access to Apprenticeships 

2009-11 

Unemployed/Economically inactive ESF Black Box LDA 
Cross 

borough 
58%   £1,976   

Capital Works Unemployed/Economically inactive 
ESF 

Specification 
1.1c 

LDA 
Cross 

borough 
23% 14% £3,441 £5,833 

Care to Work Unemployed/Economically inactive 
ESF 

Specification 
1.1d 

LDA 
Cross 

borough 
26% 20% £6,125 £7,737 

East London Works Unemployed/Economically inactive 
ESF 

Specification 
1.1c 

LDA 
Cross 

borough 
33% 19% £4,675 £5,074 

Gateway Heathrow 2012 Unemployed/Economically inactive 
ESF 

Specification 
1.1d 

LDA 
Cross 

borough 
51% 22% £2,101 £3,226 

IC Construction Unemployed/Economically inactive 
ESF 

Specification 
1.1d 

LDA 
Cross 

borough 
39% 21% £1,997 £3,329 

TfL Accord Unemployed/Economically inactive ESF Black Box LDA 
Cross 

borough 
78%   £1,275   

Upskill for Work Unemployed/Economically inactive 
ESF 

Specification 
LDA 

Cross 
borough 

56% 18% £1,776 £6,496 
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Programme 
Time 

period 
Target Group ESF/Non ESF 

Primary 
funding 

organisation 
Geography 

Conversion rates from 
starters (Actuals) 

Unit costs: actuals 

In work 
on 

leaving 

Sustained 
jobs (6 

m0nths) 
Starts Job entry 

1.1d 

West London Employability Unemployed/Economically inactive 
ESF 

Specification 
1.1c 

LDA 
Cross 

borough 
36% 17% £3,884 £5,000 

WHOLE Unemployed/Economically inactive 
ESF 

Specification 
1.1c 

LDA 
Cross 

borough 
27% 10% £3,938 £5,778 

Workskills Unemployed/Economically inactive 
ESF 

Specification 
1.1d 

LDA 
Cross 

borough 
52% 16% £2,051 £4,270 
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Annex 3: unit costs 

This Annex sets out further detail on unit costs. This is done for six groups which 

are the closest match between the 2007-13 target groups and the proposed 

activity strands for the initial phase of the 2014-2020 programme. The six groups 

are listed below and show (where relevant) which of the old target groups are 

included: 

 Risk of NEET 

 NEET (including disadvantaged NEETs) 

 Health conditions and disabilities 

 Women and parents, including target groups: women, BAME women, 

parental responsibilities, lone parents 

 Disadvantaged groups, including target groups: economically inactive, 

multiple disadvantaged, BAME, social housing, unemployed and 

economically inactive, older people 50+. 

 The hardest to help, including target groups: offenders/ex-offenders, 

homeless, refugees, carers. 

As explained in Chapter 5, we give two figures for costs and performance. The 

first is based on the average for the entire 2007-13 programme. The second is 

the average for the top 40% of projects for job entry and/or EET performance. 

The two figures give a range of unit costs and performance levels which can be 

used to inform decisions for commissioning.  

Risk of NEET 

  
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Risk of NEET     

Unit Cost per starter £1,686 £1,973 

Average NEET to EET rate 75% 85% 

Expected Performance Offer: NEET to EET 82% 94% 

Gross unit cost per NEET to EET £2,258 £2,321 

Number of projects 12 5 
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There were twelve programmes that supported young people who were at risk of 

becoming NEET, and five in the top 40% of performance. All the programmes 

were commissioned by the Skills Funding Agency, were all cross borough and 

commissioned in the 2011-14 round. The main focus of the programmes was to 

help prepare young people for work through training, rather than find work.  

The ‘average unit cost per starter’ for these projects was £1,686 (with a range 

from £1,167 to £2,198) and it was £1,973 for the top 40%. Only one programme 

had a unit cost of over £2,000 but it also had the highest NEET to EET outcome 

rate of 93%. The same programme initially had one of the lowest target unit cost 

for starters due to a low allocated grant but this increased significantly in terms of 

actual grant received. 

The gross average NEET to EET unit cost was £2,258, and £2,321 for the top 

40%. This shows a significant narrowing between the two costs due to the higher 

performance of the top 40%.  

These unit costs per starter are marginally higher compared to the NEET group 

(see below). There are three main considerations in judging whether this is a 

correct balance of resources. First, the at ‘risk of NEET’ group is essentially an 

intervention designed to retain young people in EET and therefore to prevent the 

social and financial costs of excluded youth. To that extent it may be that a higher 

unit cost could be justified. Second, those who are currently NEET are more likely 

to be disadvantaged and could therefore justify a higher unit cost than the ‘at risk’ 

group. However, the NEET group already have a high unit cost relative to the 

adult groups – above ‘disadvantaged groups’ and comparable to the ‘hardest to 

help’ group. Third, the ‘NEET to EET unit cost’ is the lowest of all of the groups 

because of the high success rates (see below).  

Overall, an higher unit costs per starter could be justified because of the 

programme’s impact and its role in preventing exclusion and subsequent 

expenditure. However, little is known about the subsequent destinations of young 

people on these programmes and this should be subject to further investigation. 

The average NEET to EET rate was 75%, rising to 85% for the top 40%, both of 

which are higher than other groups that had targets for NEET to EET. However, 

the purpose of these projects was to retain young people in employment, 

education or training, so this level of retention should be expected. Other projects 

for young people also had a job entry focus whereas the SFA ‘NEET to EET’ 

programmes focused exclusively on training young people. 
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The ‘expected performance offer’ for this group has been adjusted to a 10% uplift 

as opposed to the 27% for other groups. This is because of the already high 

performance level. 

NEET 

  
Programme 

Average 

Average of 
top 40% of 
projects for 
EET entry 

NEET*     

Unit Cost per starter £1,645 £1,904 

Average EET rate 49% 69% 

Expected Performance Offer: EET 62% 88% 

Gross unit cost per EET £3,355 £2,759 

Number of projects 31 12 
*See final table in this subsection for values for NEETs excluding particularly ‘disadvantaged’ 

NEET groups such as ex-offenders 

In total, thirty one projects provided support to young people who were NEET and 

there were twelve projects in the top 40%. 

The programmes were commissioned by the Skills Funding Agency (SFA), the LDA 

and the GLA. The CFOs dealt with slightly different NEET groups with the SFA 

dealing with NEET young people, the LDA and GLA programmes dealt with NEETs 

aged 15-19 who were hardest to help (offenders, disabled and young people 

excluded from school). Two projects (both SFA) were pan-London and the rest 

were cross borough. All the SFA programmes were commissioned in the 2011-15 

round, while the LDA programmes were commissioned during 2010-12 and the 

GLA programmes during 2012-15.  

The ‘average unit cost per starter’ for these projects was £1,645 and £1,904 for 

the top 40%.  

The ‘average unit cost for job entries/EET’ was £3,355 and £2,759 for the top 

40%. The difference between these costs is one of the largest across the six 

groups. There is a wide range of performance across the programme with job 

entries ranging from 64% to 11%, and the range for NEET to EET was 93% to 

11%. Narrowing this gap in performance should be a priority and setting the 

minimum offer level between 49% to 62% should help achieve this. 

However, for this group there appears to be a strong relationship between unit 

costs and performance, with higher unit costs delivering higher success rates. 
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Between the programme average and the top 40% the unit cost per starter 

increases by 15% and performance increases from 49% to 62% - an increase of 

27%. This may mean that it could be justified in moving towards the upper end of 

the unit cost per starter range – so long as performance is maintained and 

therefore leading to an ‘average unit cost for job entries/EET’ which is lower than 

the current programme average. 

Disadvantaged NEET 

Some NEET projects dealt with young adults that faced additional barriers. These 

Disadvantaged NEETS consisted mainly of ex-offenders or those that had 

disabilities and health issues. In total there were 10 projects that dealt with this 

NEET sub group: 4 achieved job entry rates and 9 achieved NEET to EET rates 

(with 3 projects counted in both as they achieved both job entries and getting 

young people into education or training). The unit cost per starter was £2,517 for 

all Disadvantaged NEETS. 

Disadvantaged NEET projects that achieved job entries were all LDA round 3 

projects. They achieved an average job entry rate of 23% with expected 

performance rising to 29%. The gross unit cost per job entry was £10,949. This is 

nearly double the gross unit cost for NEET to EET outcomes (£5,725) for 

Disadvantaged NEET projects which aimed to achieve NEET to EET outcomes 

were a mixture of LDA round 3 projects and GLA projects. The GLA projects were 

solely NEET to EET and based on projected figures. The average NEET to EET 

rate for disadvantaged NEETs was 44%. 

Disadvantaged NEET (Job entries)   

Unit Cost per starter £2,517 

Average Job Entry rate 23% 

Expected Performance Offer: job entry 29% 

Gross unit cost per job entry £10,949 

Number of projects 4 

Disadvantaged NEET (NEET to EET)   

Unit Cost per starter £2,517 

Average NEET to EET rate 44% 

Expected Performance Offer: NEET to EET 56% 

Gross unit cost per NEET to EET £5,725 

Number of projects 9 
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If disadvantaged NEET projects are removed from all NEET programmes, the unit 

cost for the remaining programmes is considerably lower, as presented in the 

table below.  

  
Programme 

Average 

Average of 
top 40% of 
projects for 
EET entry 

NEET (excluding disadvantaged 
NEET) 

    

Unit Cost per starter £1,257 £1,542 

Average EET rate 51% 74% 

Expected Performance Offer: EET 65% 94% 

Gross unit cost per EET £2,465 £2,084 

Number of projects 20 8 

 

Health conditions and disabilities 

  
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Health conditions and disabilities     

Unit Cost per starter £1,548 £1,819 

Average Job Entry rate 17% 23% 

Expected Performance Offer: job entry 22% 29% 

Gross unit cost per job entry £9,104 £7,942 

Number of projects 21 10 

 

In total, twenty one projects provided support to disabled people and those with 

health problems, and there were ten projects in the top 40%. Health conditions 

varied and included those with drug and alcohol related problems, mental health 

issues, physical disabilities and those with learning difficulties.  

The programmes were commissioned by the LDA and a majority by London 

Councils, and were commissioned across all rounds. The majority were cross 

borough programmes with only five programmes based in single boroughs (all 

London Council programmes) and were mostly small contracts with an average of 

£258,327 and with just one over £500,000.  

The average ‘unit cost per starter’ was £1,548 and £1,819 for the top 40%. The 

average ‘unit cost per job entry’ was £9,104 and £7,942 for the top 40%. These 
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figures indicate that this programme had both low job entry rates and a relatively 

small range of performance between projects. Along with the ‘hardest to help’ 

group, this group had the highest average unit cost for job entries and this is 

entirely due to low job entry rates. 

The average ‘job entry rate’ was 17% and for the top 40% it improved to 23%. 

The range of performance was from 4% to 34%, which whilst significant is not as 

large as other groups and there was also a strong diversity in the types of 

projects and health conditions targeted.  

This group had the widest range in unit costs per starter, with the lowest being 

£448 and the highest being £3,484. This reflects the different type of support 

needed for the wide range of health and disability problems. On average this 

group has high attachment fees (42%) and low job entry fees (11%). 

Five programmes were commissioned by the LDA and achieved an average job 

entry rate of 11%. The majority of the programmes were commissioned by 

London Councils that together achieved an average job entry rate of 19%. With 

the exception of four LDA projects, this strand was mostly aimed at the 

economically inactive. Consequently for all projects there was a low average 

target job entry rate of 24% compared to other adult groups. 

For both the LDA and London Councils the focus was more on achieving initial job 

entries rather than sustained jobs. All the LDA programmes were commissioned 

during the 2008-10 round (the height of the recession) and their primary 

objective was to move people closer to the labour market.  

Women, families and lone parents 

  
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Women and parents     

Unit Cost per starter £1,842 £2,103 

Average Job Entry rate 23% 33% 

Expected Performance Offer: job entry 29% 42% 

Gross unit cost per job entry £8,143 £6,342 

Number of projects 17 6 

 

In total, seventeen projects provided support to women, families and lone 

parents, and there were six in the top 40%. Not all beneficiaries of parental and 
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lone parent programmes were female, and not all women will have had children, 

but across these groups 88% were female and many of the programmes included 

support to manage caring responsibilities.  

This group includes the 2007-13 target groups of: women; BAME women; 

parental responsibilities; and lone parent. Two projects were single borough 

projects, and the remainder were cross borough. All the projects were 

commissioned by London Councils. All of the lone parent programmes were 

commissioned in the 2008-10 round, during which there was less of a focus on 

employment and no payment for sustained jobs. Only one grant was larger than 

£390,000 all were less than £1 million, and the average was only around 

£250,000. As shown in chapter 5, projects of this size have performed less well 

than average.  

The ‘Programme Average’ figures for the sub-groups are in Table 18 below, with 

the exception of lone parents where there is only one project. The analysis for the 

top 40% of projects is not possible for the sub-groups due to the low number of 

projects. 

The average ‘unit cost per starter’ was £1,842 and £2,103 for the top 40%. The 

average ‘unit cost per job entry’ was £8,143 and £6,342 for the top 40%. These 

are the highest ‘unit costs for starters’ for all of the groups but not the highest for 

‘unit cost per job entry’. 

The average ‘job entry rate’ was 23% and for the top 40% it improved to 33%. 

The range of performance was from 10% to 47%. Whilst the ‘unit cost per job 

entry’ falls significantly because of the 47% increase in performance by the top 

performing projects, the ‘unit cost per starter’ at £2,103 is significantly above all 

other groups.  

However, in addition around four in ten customers achieved skill development 

outcomes, suggesting that the focus of projects was not completely on job entry.  

Support targeted at women in general had a lower cost, with support for lone 

parents and support for BAME women having higher costs. Broadly speaking, 

these differences can be justified in terms of the barriers to work and the type of 

support received. Childcare barriers are likely to increase for programmes 

targeted at those with parental responsibilities compared to programmes targeted 

at all women, and programmes targeted at lone parents compared to those 

targeted at parents. Similarly, support for BAME women may have increased costs 

related to outreach, ESOL provision and issues related to cultural barriers to work. 
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Finally, projects for BAME women, and a large number of the parental 

responsibilities projects, were targeted at economically inactive women. 

Table 18: Costs and performance for sub-groups 
 

BAME women   

Unit Cost per starter £2,399 

Average Job Entry rate 37% 

Expected Performance Offer: job entry 47% 

Gross unit cost per job entry £6,459 

Number of projects 3 

Women   

Unit Cost per starter £1,955 

Average Job Entry rate 19% 

Expected Performance Offer: job entry 24% 

Gross unit cost per job entry £10,324 

Number of projects 4 

Parental responsibilities   

Unit Cost per starter £1,720 

Average Job Entry rate 19% 

Expected Performance Offer: job entry 25% 

Gross unit cost per job entry £8,861 

Number of projects 9 

 

Disadvantaged groups 

  
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Disadvantaged Groups     

Unit Cost per starter £1,612 £1,281 

Average Job Entry rate 22% 36% 

Expected Performance Offer: job entry 28% 46% 

Gross unit cost per job entry £7,281 £3,526 

Number of projects 134 44 

 

The 134 projects included within this group provide support to a wide range of 

groups including: economically inactive; multiple disadvantaged; BAME; those 

living in social housing; and older people. The ‘Programme Average’ figures for 

the sub-groups are in Table 19 and Table 20 below. The analysis for the top 40% 



London ESF 2007-13 

105 

of projects is not possible for the sub-groups due to the low number of projects, 

with the exception of ‘economically inactive’ which has sufficient projects to report 

on. 

The average ‘unit cost per starter’ was £1,612 and £1,281 for the top 40%. The 

average ‘unit cost per job entry’ was £7,281 and £3,526 for the top 40%. 

However, this varied significantly within the different sub-groups. The ‘unit cost 

per starter’ for the ‘multiple disadvantage’ sub-group was £1,113 with older 

people the highest at £1,750. The variation generally reflects the level of support 

needed by different groups depending on their distance from the labour market. 

The average ‘job entry rate’ was 22% and for the top 40% it improved to 36%. 

The average job entry rate for this group is close to the overall 2007-13 average, 

which is not surprising given the number of projects included within this group. 

However, performance varies within the sub-groups from under 17% to 25% and 

for individual projects the range is considerably larger from 4% to 61%. This does 

not necessarily reflect poor performance by some projects (but this will probably 

be a factor) but the particular disadvantaged groups they were targeted at. 

DWP, SFA, LDA and London Councils all had projects in this group. SFA 

programmes had an average job entry rate of 11%, which reflects a focus on 

skills development as well as job outcomes and projects which were mostly 

targeted on high levels of participation by BAME, over-50’s and disabled people. 

LDA and London Councils projects have roughly the same job entry rate (22% 

and 23% respectively). There was a strong mix of single borough and cross 

borough projects and two Pan London SFA projects. 

Table 19: Economically inactive sub-group 
 

Economically Inactive 
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Unit Cost per starter £1,597 £1,459 

Average Job Entry rate 22% 32% 

Expected Performance Offer: job entry 28% 40% 

Gross unit cost per job entry £7,144 £4,603 

Number of projects 69 23 

 

Table 20: Disadvantaged sub-groups – Programme Averages only 
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Programme 

Average 

Multiple disadvantaged groups   

Unit Cost per starter £1,113 

Average Job Entry rate 25% 

Expected Performance Offer: job entry 32% 

Gross unit cost per job entry £4,380 

Number of projects 59 

Social housing tenants   

Unit Cost per starter £1,358 

Average Job Entry rate 17% 

Expected Performance Offer: job entry 22% 

Gross unit cost per job entry £7,860 

Number of projects 6 

BAME   

Unit Cost per starter £1,619 

Average Job Entry rate 22% 

Expected Performance Offer: job entry 27% 

Gross unit cost per job entry £7,525 

Number of projects 8 

Older people 50+   

Unit Cost per starter £1,750 

Average Job Entry rate 18% 

Expected Performance Offer: job entry 23% 

Gross unit cost per job entry £9,731 

Number of projects 5 

 

 

Hardest to help 

 The hardest to help 
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Unit Cost per starter £1,676 £1,751 

Average Job Entry rate 17% 22% 

Expected Performance Offer: job entry 22% 28% 

Gross unit cost per job entry £9,654 £7,947 

Number of projects 14 5 
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In total, fourteen programmes provided support to the hardest to help and 

includes the sub-groups of: offenders/ex-offenders; homeless; refugees; carers. 

The ‘Programme Average’ figures for the ‘Homeless’ and ‘Refugees/Asylum 

seekers’ sub-groups are in Table 21 below. ‘Ex-offenders’ and ‘Carers’ are not 

given as there is only one project in these sub-groups. The analysis for the top 

40% of projects is not possible for the sub-groups due to the low number of 

projects.  

The average ‘unit cost per starter’ was £1,676 and £1,751 for the top 40%. The 

average ‘unit cost per job entry’ was £9,654 and £7,947 for the top 40%. The 

high unit costs reflect the difficulty of the groups involved and this group had the 

second highest ‘unit cost per starter’. The projects have a high average 

attachment fee of 41% compared to a 30% average overall, and a low job entry 

fee of 9% compared to overall average of 17% and high fees to move people into 

training, 22% compared to 13%. 

For all of the projects the majority were cross borough programmes, with two 

projects being pan-London projects. NOMs, LDA and London Councils all 

commissioned projects. NOMs commissioned a single very large (over £13 million) 

pan London project for ex-offenders between 2001-14, whilst the other projects 

were commissioned in 2008-10 and 2010-12 and had an average size of just over 

£300,000. 

The average ‘job entry rate’ was 17% which, along with ‘Health Conditions and 

Disabilities’, was the lowest job entry rate. In addition, the performance of the top 

40% only increased to 22%, the lowest increase for adult programmes. This low 

increase has meant that the ‘unit cost per job entry’ does not decrease as 

significantly for the top 40% compared to other groups. 

Table 21: Hardest to help sub-groups – Programme Averages only 

  
Programme 

Average 
Homeless   

Unit Cost per starter £1,708 

Average Job Entry rate 17% 

Expected Performance Offer: job entry 22% 

Gross unit cost per job entry £9,892 

Number of projects 5 

Refugees/asylum seekers   

Unit Cost per starter £1,838 

Average Job Entry rate 16% 

Expected Performance Offer: job entry 21% 

Gross unit cost per job entry £11,159 
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Number of projects 8 

 

Recommendations for unit costs and performance 

Table 22 below summarises for each group the proposed: ranges for unit costs; 

the Minimum Offer Level range (i.e. Average job entry or NEET to EET rate); the 

Expected Performance Offer range; and the gross cost per job entry or NEET to 

EET. Also in Table 22 are the details for the target groups from the 2007-13 

programme that make up the main groups. 

We recommend that the ‘target unit costs per starter’ for each group should be 

in the range set by the ‘programme average’ and the ‘average of the top 40% of 

projects’ for the 2007-13 programme. If a single unit cost is used in 

commissioning, different judgements for each group will need to be made as to 

where in the range the cost should be set. 

We recommend that the ‘Minimum Offer Level’ should be same as the ‘Average 

job entry or NEET to EET’ rate and in the range set by the ‘programme average’ 

and the ‘top 40% average’ for the 2007-13 programme. 

In line with our recommendations on performance, we recommend that the 

‘Expected Performance Offer’ should be an uplift of 27% for all groups with the 

exception of ‘Risk of NEET’ where it should be 10%.  

We recommend that the range for the ‘gross unit cost per job entry/EET’ should 

be derived from the ‘Minimum Offer Level’ and the ‘unit cost per starter’ and that 

this range (or, if used, the single unit cost per outcome) becomes the maximum 

permissible cost per outcome for bidders. 

Table 22: Summary of unit costs and performance levels 
 

.  

2007-13 
Programme 

Average 

Average of 
top 40% of 
projects for 

job entry 

Risk of NEET     

Unit Cost per starter £1,686 £1,973 

Average NEET to EET rate 75% 85% 

Expected Performance Offer: NEET to EET 82% 94% 

Gross unit cost per NEET to EET £2,258 £2,321 

Number of projects 12 5 
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NEET     

Unit Cost per starter £1,645 £1,904 

Average Job Entry/EET rate 49% 69% 

Expected Performance Offer: job entry/EET 62% 88% 

Gross unit cost per job entry/EET £3,355 £2,759 

Number of projects 31 12 

Health conditions and disabilities     

Unit Cost per starter £1,548 £1,819 

Average Job Entry rate 17% 23% 

Expected Performance Offer: job entry 22% 29% 

Gross unit cost per job entry £9,104 £7,942 

Number of projects 21 10 

Women and parents     

Unit Cost per starter £1,842 £2,103 

Average Job Entry rate 23% 33% 

Expected Performance Offer: job entry 29% 42% 

Gross unit cost per job entry £8,143 £6,342 

Number of projects 17 6 

Disadvantaged Groups     

Unit Cost per starter £1,612 £1,281 

Average Job Entry rate 22% 36% 

Expected Performance Offer: job entry 28% 46% 

Gross unit cost per job entry £7,281 £3,526 

Number of projects 134 44 

The hardest to help     

Unit Cost per starter £1,676 £1,751 

Average Job Entry rate 17% 22% 

Expected Performance Offer: job entry 22% 28% 

Gross unit cost per job entry £9,654 £7,947 

Number of projects 14 5 

Economically Inactive (sub-set of Disadvantaged 
Groups)     

Unit Cost per starter £1,597 £1,459 

Average Job Entry rate 22% 32% 

Expected Performance Offer: job entry 28% 40% 

Gross unit cost per job entry £7,144 £4,603 

Number of projects 69 23 

   Sub Groups     

NEET job entries (sub-set of NEETs)     

Unit Cost per starter £1,645   

Average Job Entry rate 31%   

Expected Performance Offer: job entry 40%   
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Gross unit cost per job entry £5,287   

Number of projects 32   

NEET: NEET to EET  (sub-set of NEETs)     

Unit Cost per starter £1,645   

Average NEET to EET rate 49%   

Expected Performance Offer: NEET to EET 62%   

Gross unit cost per NEET to EET £3,355   

Number of projects 13   

Disadvantaged NEET (sub-set of NEETs)     

Unit Cost per starter £2,517   

Average Job Entry rate 23%   

Expected Performance Offer: job entry 29%   

Gross unit cost per job entry £10,949   

Number of projects 4   

Disadvantaged NEET (sub-set of NEETs)     

Unit Cost per starter £2,517   

Average NEET to EET rate 44%   

Expected Performance Offer: NEET to EET 56%   

Gross unit cost per NEET to EET £5,725   

Number of projects 9   
BAME women     

Unit Cost per starter £2,399   

Average Job Entry rate 37%   

Expected Performance Offer: job entry 47%   

Gross unit cost per job entry £6,459   

Number of projects 3   
Women     

Unit Cost per starter £1,955   

Average Job Entry rate 19%   

Expected Performance Offer: job entry 24%   

Gross unit cost per job entry £10,324   

Number of projects 4   
Parental responsibilities     

Unit Cost per starter £1,720   

Average Job Entry rate 19%   

Expected Performance Offer: job entry 25%   

Gross unit cost per job entry £8,861   

Number of projects 9   
Multiple disadvantaged groups     

Unit Cost per starter £1,113   

Average Job Entry rate 25%   

Expected Performance Offer: job entry 32%   

Gross unit cost per job entry £4,380   

Number of projects 59   
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Social housing tenants     

Unit Cost per starter £1,358   

Average Job Entry rate 17%   

Expected Performance Offer: job entry 22%   

Gross unit cost per job entry £7,860   

Number of projects 6   
BAME     

Unit Cost per starter £1,619   

Average Job Entry rate 22%   

Expected Performance Offer: job entry 27%   

Gross unit cost per job entry £7,525   

Number of projects 8   
Older people 50+     

Unit Cost per starter £1,750   

Average Job Entry rate 18%   

Expected Performance Offer: job entry 23%   

Gross unit cost per job entry £9,731   

Number of projects 5   
Unemployed/Economically inactive     

Unit Cost per starter £873   

Average Job Entry rate 24%   

Expected Performance Offer: job entry 30%   

Gross unit cost per job entry £3,638   

Number of projects 17   
Offenders/Ex-offenders      

Unit Cost per starter £854   

Average Job Entry rate 22%   

Expected Performance Offer: job entry 28%   

Gross unit cost per job entry £3,915   

Number of projects 1   
Homeless     

Unit Cost per starter £1,708   

Average Job Entry rate 17%   

Expected Performance Offer: job entry 22%   

Gross unit cost per job entry £9,892   

Number of projects 5   
Refugees/asylum seekers     

Unit Cost per starter £1,838   

Average Job Entry rate 16%   

Expected Performance Offer: job entry 21%   

Gross unit cost per job entry £11,159   

Number of projects 8   
Carers     

Unit Cost per starter £1,822   
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Average Job Entry rate 10%   

Expected Performance Offer: job entry 12%   

Gross unit cost per job entry £18,925   

Number of projects 1   

 

 

 


