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Summary
Skills are a key driver of economic growth 
and are vital for the sustainability of the 
economy. As skilled older workers retire 
from the labour force, businesses require 
a sufficient supply of appropriately skilled 
young people to replace them. However, 
despite significant economic growth 
between 1997 and 2007, over one million 
young people aged between 16 and 24 
were not in education, employment or 
training (NEET) throughout the entire 
period. 

Young people are being disproportionately 
affected by the worst economic conditions 
for seventy years. With the BCC’s own 
projection of unemployment peaking at 
just over three million,1  young people are 
unable to find jobs at all skill levels. This 
will further constrain the supply of skilled 
employees in the future. Unless there are 
serious attempts to address this problem 
right away, there will be damaging 
consequences for UK businesses and 
future economic growth.
 

Problem
•	 Businesses require a consistent supply 

of appropriately skilled young people 
in order to replace retiring workers and 
to meet new skills needs. If a young 
person is NEET, it means that they 
are not acquiring the skills that the 
economy needs. Even short periods of 
worklessness can have a detrimental 
impact upon a young person’s future 
utility to the economy.

•	 The British economy still has a 
disproportionately high number of 
young people who are NEET compared 
to other advanced economies. Despite 
significant public spending increases 
in compulsory education, and targeted 
schemes for young people who are 
unable to find employment, the numbers 
of NEETs has remained static since 2001, 
accounting for around 13% of the 16-24 
cohort.2

•	 Young people are being 
disproportionately affected by 
the current economic downturn. 
Unemployment among 16-24 year olds in 
England alone has risen from 700,000 in 
February 2008 to 947,000 in September 
2009,3  and nearly one in five are now 
actively seeking work.4  Young people 
are often the first to be made redundant, 
while it is currently much harder for 
them to find work after leaving full-time 
education.

•	 Despite these figures, even in the current 
recession British businesses have been 
unable to source appropriately skilled 
workers for positions at many levels.  
This means that there is a serious gap 
between the skills of unemployed young 
people and the needs of employers.

•	 Many employers find that young people 
often do not even have basic skills for 
employment such as functional literacy 
and numeracy, or other communication 
skills. Many also do not have 
qualifications. One quarter of NEETs 
who are 18-24 had no qualifications, 
compared to 5% of non NEETs.

The British Chambers of Commerce believes that the high 
number of British young people who are not in education, 
employment or training is storing up serious economic 
problems for the future, and must be addressed now.
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•	 From the mid-1990s, businesses have 
filled skills gaps through migrant labour. 
The BCC Workforce Survey 2008 
shows that one in four businesses have 
migrant workers in employment. Many 
employers say that they would rather 
give jobs requiring lower skills to non-
British workers because they have better 
overall skills, experience, work-ethic and 
productivity compared to their British 
counterparts.5

Recent Government Policies
In the 2009 Budget, the Government 
announced a £1billion ‘Future Jobs Fund’ 
for 2009-2011, intended to create 150,000 
jobs for young people who have been 
unemployed for over twelve months 
which was we believed was is too late to 
apply targeted help as studies show that 
lasting damage is done to skills and career 
prospects earlier than this. However, in the 
Pre-Budget Report 2009, the Chancellor 
announced that this period would be 
shortened to six months, having taken note 
of the lobbying of various groups.

The New Deal for Young People is aimed 
at people aged 18-24 who have been 
unemployed for over six months to help 
them find sustainable employment. 
From October 2009, the Flexible New 
Deal programme will take over, offering 
personalised tailored back-to-work support 
to jobseekers, and paying providers by 
results, although this scheme is likely 
to be beset with similar problems to its 
predecessor.

The Government has planned widespread 
reform of the 14-19 education system. They 
believe that changes to the system will 
tackle educational disaffection and provide 
the skills needed by employers. The flagship 
reform is a suite of 14-19 Diplomas which 
cover all the major occupational groups 
within the economy. Based on a mixture 
of academic and vocational learning, 
students are taught functional skills, and 
will undertake a project to develop their 
independent learning skills. While both the 
BCC and businesses locally are supportive 
of Diplomas, and the principles underlying 
14-19 reform, care needs to be taken to 

ensure that the qualifications are of high 
quality, and have the support of teachers.

The Government has also created a 
statutory framework for apprenticeships 
which they hope will become a mainstream 
option, expanding to 400,000 places by 
2020. The BCC believes that this policy will 
help address the UK’s skills problems in the 
medium term, but apprenticeships must be 
primarily based in the workplace rather than 
the classroom.

The Education and Skills Bill 2008 raised the 
compulsory participation age in education, 
or employment with training, to 17 by 2013 
and to 18 by 2015. In preparation for this, 
the Government has created a ‘September 
Guarantee’ of a place in education or 
training to every 16 and 17 year old. This 
will only be effective if suitable provision 
is found for young people who have been 
disengaged at school. Schools and colleges 
must start working with employers of young 
people now to ensure that there is suitable 
training available for young people who 
would rather take up employment with 
training than stay in full time education.

In November 09, the Government published 
a further skills white paper called Skills for 
Britain. The paper commits the Government 
to reducing the complexity of the skills 
system, focussing funding in favour of 
skills within priority sectors, and measuring 
delivery by employment. The paper also 
moots the creation of a ‘technical class’ 
through a massive expansion of vocational 
education, and the creation of technical 
specialist colleges for 14-19 year olds. While 
the paper heads Labour’s skills policy in the 
right direction, it is a case of ‘too little, too 
late’ and it is unlikely that we will see any of 
the plans reach real fruition within the life of 
this parliament.
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Opposition Positions
The Conservatives would expand 
apprenticeships and pre-apprenticeships 
through creating 100,000 additional places 
every year, although it is unclear what extra 
funding would be added in addition to 
the Government’s plans. This will only be 
effective if they are properly financed, meet 
businesses needs, and if employability skills 
are better delivered in school.

An extra 50,000 further education training 
places would be created for young people 
on Job Seekers Allowance for more than 
six months. They would also apply targeted 
help for the hardest cases from the outset. 

In the medium term, a new Conservative 
government would create a new generation 
of technical schools, giving pupils the 
chance to learn vocation skills from 14. 
We believe that if implemented properly, 
technical schools could benefit young 
people who otherwise would have been 
disengaged by education.

The Liberal Democrats would introduce a 
new paid internship scheme with a total of 
800,000 places, and a offer help to young 
unemployed people after 90 days. This is 
only likely to be effective with business buy-
in.

BCC Position
The BCC believes that the large number of 
young people who are NEET is a business 
problem because workforce participation 
and skills are key drivers of productivity and 
economic development. As older workers 
retire, young people should have the skills 
to replace them, but the high number of 
young people who are NEET show that 
this is not taking place. As a result, British 
business often finds it difficult to source 
appropriately-skilled people at all levels, and 
this problem will be compounded if action is 
not taken. 

We believe that the Government should 
look at the following areas in order to tackle 
the number of young people who are NEET:

Apprenticeships
We welcome the creation of a statutory 
framework for apprenticeships. If this is to 
be effective, the framework must protect 
apprenticeships from constant government 
meddling, which has blighted the 
qualification during the past thirty years.

More time needs to be focussed upon 
developing apprenticeships in non-
traditional areas. The vast majority of 
apprenticeships are still undertaken in 
construction (41% of all apprentices) and 
manufacturing (20% of all apprentices), 
despite the fact that far more young people 
are employed in the service industry. Of all 
apprenticeships, only 4% are in distribution, 
hotels and restaurants, 9% in transport and 
communications, 4% in banking finance and 
insurance, and 13% in other services.

The public sector also needs to do 
much more. Despite central and local 
government being a major employer, 
public administration, education and health 
apprenticeships only account for 6% of the 
total.6 

Future Jobs Fund
While we welcome the Government’s 
investment in the Future Jobs Fund, we 
believe that targeted help needs to be 
applied after three to six months, rather 
than the stipulated twelve months, because 
it will ensure that young people are not 
left idle without developing the skills that 
businesses need.

As former member of the Monetary Policy 
Committee David Blanchflower points out, 
experience from the last recession shows 
that young people who endured periods of 
unemployment in the 1980s often failed to 
settle into fulfilling careers.7 This shows that 
action needs to be taken at once to prevent 
young people’s skill-sets and career chances 
being irreparably damaged. 
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Education reform
It will be impossible for apprenticeships to 
make inroads into the number of NEETs 
without educational reform of the pre-16 
system. Many of the problems associated 
with NEETs such as disaffection and a 
lack of qualifications are sown early in the 
education cycle.

Careers advice and work experience also 
needs to be improved and woven into the 
education system more strongly. This should 
also start from an earlier age in order to 
keep young people on track, understand 
the goals of their education and help them 
make the right choices.

Education also needs to become a more 
effective catalyst for entrepreneurialism for 
young people. Through better integration 
of education and business, young people 
could become better exposed and more 
receptive to commercial ideas, and thus 
become more employable and enterprising. 

Reform needs to go further than the 14-19 
age range, targeting children from deprived 
backgrounds from the outset to make 
sure that they don’t slip behind in key 
communication skills, literacy and numeracy.
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