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Abstract

Youth unemployment is one of the most pressing social issues in Portugal, often
associated to a lack of skills. Faz-Te Forward (FFWD), a Portuguese employability
programme, has demonstrated great potential for impact in solving this issue,
especially amongst a neglected segment of the population — those belonging to
“sandwich families”.

The present thesis, integrated in the SIB Research Programme from the Social
Investment Lab, evaluates the feasibility of this programme to be financed through a
Social Impact Bond, an innovative outcomes-based financing model.

From a data analysis undertaken to FFWD’s historical information, a business case
for a SIB was developed.

Keywords: social impact bond; feasibility study; youth employability; Faz-te

Forward case
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1. Methodology for this Thesis

The development of the present thesis was integrated within the recently developed
SIB Research Programme by the Social Investment Lab. Its main goal was to develop
a feasibility study to evaluate if TESE — Associagdo para o Desenvolvimento’s youth
employability programme, Faz-Te Forward (FFWD), is a suitable and strategic
project to be invested through a Social Impact Bond (SIB), an innovative outcomes-
based payment social financing model. Therefore the structure of this thesis follows a
SIB feasibility methodology: 1) an overview of the social problem, 2) a description of
the proposed intervention model, 3) a performance evaluation of the intervention
model, 4) the application of a SIB to the intervention model, 5) a business case for its
SIB applicability and scenarios.

Throughout one semester the researcher had access to a close mentoring by her
supervisor when developing the study (18 one-to-one meetings), and followed a
structured training plan, which included 6 training sessions, in areas such as financial
modelling.

A trustworthy and valuable collaborative relationship with TESE’s director, Helena
Gata, and FFWD’s coordinator, Inés Oliveria e Carmo was developed, where five in-
person meetings were held, and all the necessary data from FFWD was provided. In
addition, the researcher was able to undertake an ethnographic approach, and
therefore a more qualitative perception of the programme, by attending 6 out of the 12
FFWD’s training sessions since the beginning of the 4™ edition. Although this method
was not directly used as a scientific basis for the study due to its high subjectivity,
being able to observe the engagement and attitude of participants towards the
programme certainly provided an increased reassurance towards FFWD real impact.

A chronogram illustrating the entire project development can be found in appendix 1.



2. Social Problem

This section will develop the problem of youth unemployment in Portugal, following

the structure below.

Problem Understanding the Issue of Youth Unemployment ‘

Definition

Risk Factors that lead Youth to Become Unemployed
Target

Population

Shortage of Skills ‘

The Consequences of Youth Unemployment ‘

Alignment of Public Policies ‘
National Priority

(Qddd

Figure 1 | Structure of Social Problem Section

2.1. Understanding the Issue of Youth Unemployment

In 2013, more than one out of three young people in the labour force were
unemployed, placing Portugal as the country with the 4™ highest youth unemployment
rate in Europe (38,1%) (OECD, 2015) only surpassed by Greece (58.3%), Spain
(55.5%) and Ttaly (40%), and well above the EU28 average (23.3%).' Youth
unemployment” is associated to serious short, medium and long-term consequences,
not only at an individual level but also at societal and economic ones. Nevertheless,
by definition such a rate only considers the active youth, disregarding the inactive
ones, this is, those who are not actively looking for a job. It thus becomes necessary to
consider the NEET (Not in Employment, Education or Training),” which includes
both those actively looking for a job and the inactive ones (OECD, 2015). According
to EuroStat (2015), in 2014, the NEET rate in Portugal represented 12.3% of the
youth segment alone.

When analysing the problem of youth unemployment, one must delve deep into the

roots of the problem. According to several studies (e.g.: Mourshed et al., 2014, Copps

' People aged 15 to 24 years old
? Youth unemployment rate is the number of unemployed 15-24 year-olds expressed as a percentage of the youth labour force.
* Young people aged 15 to 24, not in employment, education or training (NEET)



et al., 2014, Gata et al., 2014), there are two main causes for youth unemployment
that seem to present a market paradox. On the one hand, 1) there is a shortage of jobs
due to the macroeconomic shocks of the recent years. On the other, 2) several job
vacancies remain open because employers cannot find candidates with an adequate
profile and in general adequately prepared to integrate the job market. If the first
cause is intimately related to the macroeconomic situation, the second one suggests a
shortage of skills — a problem essentially caused by an inadequate education-to-
employment pathway. This is a problem mainly visible amongst the NEETSs, those
who are generally less qualified and thus more vulnerable to the current harsh
employment market situation (Rowland et al., 2014).

Given that youth unemployment “was at a high level in many countries long before
the financial crisis began to bite” and has traditionally been higher than rates for older
age groups (Mourshed et al., 2014, p.16), the cause associated to a shortage of skills,
i.e. a lack of employability,” will be appointed as the main cause to be explored in this

thesis, as it is illustrated in figure 2.

Individual Level Society Level Economic Level

Consequences

Youth Unemployment

Shortage of Jobs

Shortage of Skills

Causes

Macroeconomic
Shocks

Inadequate E2E
Pathway

Figure 2 | Youth Unemployment Problem Tree

* Employability refers to the state of being entirely prepared to enter the job market (Mourshed et al. 2014).



2.2. Risk Factors that Lead Youth to Become NEET

While there are several motivations for people to become NEET, from voluntarily
NEETs or actively looking for a job to totally disengaged youth,” there are
characteristics that may indicate that a person is at a higher risk of suffering from this
disruptive situation. Some of the characteristics, the so-called risk factors, are
represented in figure 3 bellow, ranging from low levels of education to their familiar

legacy towards the job market (Eurofound, 2015).

Risk Factor Description

Education level Young people with a low level of education are 3 times more likely to become NEET

Parents Employment Having parents who experienced unemployment increases the probability of being

Status NEET by 17%

Household Income Young people with a low household income are more likely to become NEET

Immigration Young people with immigration background are 70% more likely to become NEET
compared to nationals

Disability Those declaring to suffer from some kind of disability are 40% more likely of
becoming NEET

Location Living in remote areas increases probability of becoming NEET up to 1,5 times

Divorced Parents Young people who suffered the divorce of their parents are 30% more likely to
become NEET

Figure 3 | NEETs Risk Factors (adapted from Eurofound 2015)

The above risk factors are not only present in youth belonging to the poor population
segments, but also to what Guerra et al.,, (2010) called, the “sandwich families”: °
those households living just above the poverty line,” who despite owning resources
above the threshold for social support eligibility, do suffer from serious social and
financial difficulties. These families in the Portuguese context represent 31% of the
households as opposed to 20.1% poor families, which highlights the urgent need to
support them overcoming their current difficulties and the potential social risks they

face (Guerra et al., 2010).

* NEETs can be conventionally unemployed, unavailable, disengaged, opportunity seekers, or voluntarily NEETs (Eurofound
2012)

6 Sandwich families correspond to households with net income between 60% and 125% of the median income gained by an
equivalent adult (Guerra et al, 2010).

7 Poor families are considered with a net income below the poverty line (60% of the median income gained by an equivalent
adult) (Guerra et al, 2010).



2.3. What is Youth Lacking After All?

In Portugal, in general, the level of skills that young people present tend to be
considerably lower than the levels required and expected by employers (Gata et al.,
2014). Nowadays, due to globalisation and high competitiveness, transversal
competences (soft skills), such as team working, problem solving and communication
skills, are considered as essential and as a differentiating factor amongst candidates
(Hogan et al., 2013). However, these are the skills young people lack the most
according to employers (Gata ef al., 2014). One of the reasons is attributed to a mass-
market approach undertaken by an increasingly commercial educational sector, not
attentive to the market and thus not effective in adequately preparing students to the
job market (Andrews and Higson, 2008). In turn, this is attributed to a lack of
communication and alignment between the main stakeholders: educational
institutions, employers and students (Mourshed et al., 2013) that currently have
different perspectives on what the most significant skills for professional excellence
are (Rosenberg et al., 2012).

In contrast, over-qualification is also responsible for contributing to this skills
mismatch. According to McKinsey & Company’s study by Mourshed et al., (2014),
in southern European countries, Portugal included, it is common for youth to
undertake higher education in areas marked with high levels of unemployment.® This
situation forces youth to look for jobs in areas different from their specialisation,
which can have damaging consequences in terms of productivity and job satisfaction
(CEDEFOP, 2010).

In a nutshell, according to Mourshed et al., (2013) the main areas where action is

most needed regarding this social problem are: 1) finding a job, 2) building skills and

8 Arquitecture is one of the examples (http://www.ionline.pt/368507)



3) enrolment in further training when necessary.

2.4. The Consequences of Youth Unemployment

Spending a long period of time inactively, especially at the initial stage of a person’s

professional career, implies serious negative consequences at several levels.

¢ Individual level: being NEET may lead to a “wage scar”, i.e. a higher probability
for the individual to earn considerably less during his/her life, in comparison to
others, and thus being more likely to depend on public benefits, and having “a
greater chance of experiencing depression in early adulthood” (Copps et al., 2014).

* Societal level: according to Eurofound (2013), NEETs have a lower level of social,
civic and political participation than non-NEETs, as well as a level of institutional
trust considerably lower than the rest of the young population.

* Economic level: in 2011, the cost per NEET in Portugal was 8,610 euros per year,’
which, when considering the total costs of the national NEET population, accounted

for a total of 2,680 million euros and 1.57% of the GDP (Eurofound, 2012) (figure

4).
Costs per NEET Total NEET Costs
3000€ -
2011 2500€ -
Unit public finance cost 474 € 2000€
Unit resource cost 8136 € 5 e
=

Unit total cost @
1000€ -
500€ -

- €

2011

Total Public Finance Cost i Total Resource Cost

Figure 4 | Cost of a NEET (Eurofound 2012)

? The framework behind this cost includes 1) Public Finance Income and 2) Resource Income (Eurofound 2012).



2.5. Alignment of Public Policies

Youth unemployment has become a strategic priority to be tackled, both at a
European and national levels. The European Commission (EC), as part of its 2020
goals, aims to employ at least 75% of the population aged between 20 and 64, by
then. Aligned with this is the Agenda for New Skills and Jobs, which reinforces
across members states the need to promote better anticipation of youth’s future skills
needs as well as the need to provide support in their development (EC, 2014).

The Youth Employment Initiative was proposed at a European level with a budget of
6,000 million euros for the period of 2014-2020 to reinforce and accelerate measures
outlined in the December 2012 Youth Employment Package.'® These include the
Youth Guarantee Programme, an innitiative to tackle youth unemployment, aimed at
ensuring that “all young people under 25 get a good-quality, concrete offer within 4

months of leaving formal education or becoming unemployed” (EC, 2014).

3. Identifying a Strong Intervention Model

In Portugal, the public educational system tends to offer a “one size fits all” approach
that, as explained above, has proven to be insufficient in preparing young people to
enter and succeed in the job market (Almeida et al, 2012). Nevertheless, there are
programs in place that aim to close this market gap. Rico (2013) in partnership with
TESE developed a benchmarking study that identified the main national programmes,

llustrated in the table below.

' The Youth Employment Package can be found in: http://epthinktank.eu/2012/12/17/youth-employment-package/

10



Job Market Positioning Methodologies Projects

Needs and problems of Coachir_’ng and technical support to help young people @ FAZ TE
young people (Focus on plan a life path, both personal and professionally forsen s
demand)

Empowerment projects for Youth support groups aimed at promoting help and

young people

personal development through a collective approach

Job shadowing and mentorship programmes

Non-technical skills that
the labour market
demands (Focus on offer)
Training on necessary
professional skills Support young people planning and implementing a p

: . X - FORGEONT™”
project (e.g.: an event, community service, seminar)

Soft skills development spar E{‘%‘ﬂé‘%

agency

Projects aimed at Online opportunity search engines uni>ersia
informing young people

about the labor market . ‘ 24
(supply and demand) Seminars/talks related to youth unemployment mf
Making the bridge between ‘
young people and the labour [ SCG 1IN
market Forums of support and Q&A ’;%wz,ﬁ,

Figure 5 | Adapted from Benchmarking (Rico and TESE 2013)

Faz-te Forward, a Portuguese intervention model developed by TESE — Associacao
para o Desenvolvimento, stands out as having the broadest and most complete
approach in complementing the national educational scenery. It offers a tailored and
intensive capacity building programme aimed at fostering employability, especially in
what regards building soft skills and finding a job. It not only maximises chances of
youth entering the job market, but focus highly in making such a shift the most
sustainable possible.

3.1. TESE — Associa¢ao para o Desenvolvimento

TESE — Associagcdo para o Desenvolvimento (herein referred to as TESE) is an
organisation with a strong reputation in the Portuguese social sector, having been
actively working to solve the problem of youth employment since 2008, with both

valuable research and impactful and diverse programmes."!

" In addition to FFWD, TESE runs employability programmes such as Link2Jobs, Orienta.Te ESG.

11



3.2. Faz-Te Forward

FFWD’s design was carefully based on TESE’s work experience with unemployed
youth and on a 6-month research and benchmark held during 2009/10 as mentioned
above. More recently the programme was adjusted taking into account the results of
an intensive study of the youth unemployment situation in the country, “Faz-te ao
Mercado” promoted by TESE (2014), which deeply analysed the main causes of the
underlining problem and identified the main strategic areas that require improvement.

FFWD, during its 6 months per edition, achieves its theory of change mainly by
acting on three main fronts: self-knowledge, soft skills, and networking. Specifically,
the programme is based on the provision of two team building weekends, weekly
four-hours training sessions on the most valued soft skills by the employers (6
months), individual coaching sessions (10 to 12 sessions throughout 6 months) and
individual mentoring sessions (up to 4 sessions) as it is illustrated in the following
diagram. In order to preserve its high-customised approach and dynamic non-formal
training sessions, the number of participants is restrained to around 30 per edition.

To date, since its start in 2011, TESE has only held three editions of FFWD,

considering that the 4" is currently taking place since January 2015.

30 young
people

e e L Lo o [ [ Lo | o
: :
1

Team Team [ H _"'_i‘ia_Yf _______ Open Day
building building Alumni
weekend weekend Reunion

Training sessions
Coaching sessions

Mentoring Sessions + Job Shadowing

Figure 6 | FFWD's Timeline (TESE 2015)

3.3. Target Population
FFWD’s target population includes young people aged 18 to 25, both students

(undergraduate or postgraduate) and NEET. In addition, in order to maximise its

12



social impact, FFWD’s selection criteria prioritise those who face increased barriers
in entering the labour market and whose chances of becoming NEET are highest, by
belonging to the aforementioned “sandwich families” and having at least one of the
above-described risk factors (figure 3).

To ensure the fit between the programme’s offer and the participants' expectations as
well as to reduce the risk of dropouts and increase attendance, the selection process is
extensive. It is composed of five phases that screen, in addition to the main selection
criteria, characteristics such as the level of self-awareness, motivation and team
working skills. This also allows them to maximise the utility from the high number of

applications per edition (on average 87%'* of the applicants are not selected) (figure

7).
Editions Number of Number of Unsatisfied
Applications Participants Demand (%)
2nd edition 293 32 89%
3rd edition 321 33 90%
4th edition 179 33 82%
Total 87%

Figure 7 | FFWD'S Unsatisfied Demand (TESE 2015)

3.4. Innovation and Differentiating Factors
According to TESE, FFWD’s main differentiating factors amongst other initiatives
are:
* Adopting a very close relationship with participants throughout the programme in
order to adequately co-create and tailor the programme to their needs and interests;
* Actively involving a varied range of experienced professionals and partners in
structuring and developing the programme (especially in the training and

mentorship activities) in order to effectively decrease the current market mismatch

"2 Figure excludes the first edition

13



between supply and demand,
* The provision of individual coaching sessions delivered by certified coaches;
* The specificity of the selection criteria focuses the programme to a particular layer

of the population, identified as neglected.

4. Data Analysis | FFWD Impact
An extensive analysis to the available historical data of FFWD’s previous editions'’
was undertaken in order to provide an overview of the type of people participating
and how certain characteristics such as number of risk factors and situation towards
the job market, can impact their personal progress. In general, this analysis tried to
quantify FFWD’s impact and inform certain necessary operational changes that can
maximise its potential.'*
4.1. Participants’ Characteristics
The data used for this analysis represented 65 participants that joined FFWD’s 2™ and
3" editions. This population encompasses a heterogeneous group in what concerns
gender and risk factors. Around half of the participants are still studying an
undergraduate or graduate degree, while the other half is NEET; in addition, the
majority was aged 21 to 25 (appendix 2).
4.2. Overall Performance Analysis

On average, 43% of FFWD’s participants entered the
job market until the end of the intervention (1* batch), while 17% of participants

entered the job market until 6 months after the intervention was concluded (2™ batch),

as shown in figure 8.

"% Given that the first edition followed a pilot purpose and thus served for further restructuring of the programme, it cannot be
comparable to the other editions. For this reason, the first edition was excluded from the analysis.

14 Only data from 2™ and 3" edition was considered.

14



M <= yntil end of edition

%
277 M <= 6 months after end of edition

> 6 months after end of edition

13%
3 N.A.

Figure 8 | FFWD’s Performance based on Entrance in Job Market

Participants from the 1% batch that maintained their
job for at least 12 months correspond on average to 18% of total participants, while
participants from the 2™ batch that maintained their job for at least 6 months
correspond on average to 9% of total participants.

B First Batch > 12 months

9% H Second Batch > 6 months

60% Left Job

0,
12% NA.

Figure 9 | FFWD’s Performance based on Maintenance of Employment

From the entire universe of participants that started
the programme, 43% were employed in their areas of interest, which accounts for

52% of those who entered the job market.

M Yes

46%
¥ No

N.A.

11%

Figure 10 | FFWD's Performance based on Integration in Area of Interest

4.3. Performance Analysis per Characteristic

One can observe that the
number of risk factors per participant was relatively well distributed throughout the
two analysed editions. Indeed, when looking at the impact that the number of factors

had in performance, there does not seem to be a significant difference.

15



P
~
)

ey
N
1

B
o
1

8 1 & Quit
6 - B Working
Student

Number of Participants

Looking for 1st job

o 1 2 3 4 5
Number of Risk Factors per Participant

Figure 11 | Impact of Nr of Risk Factors in Entrance in the Job Market

From
looking specifically at the NEET participants who account for 42% of the
population,' it was possible to observe that 75% entered the job market until the end
of the programme. Regarding those studying during the start of the edition, only 34%
entered the job market within the end of the intervention. This suggests that focusing
on NEETs may lead to a higher performance rate for FFWD in the future, given their

availability, which may also indicate a higher efficiency of the programme.

80% 1
70% -
60% -
50%
40% B NEET
30% M Student
20% -
10% -
o% -

Quit Working ~ Student Looking for
1st job

Figure 12 | Impact of Initial Job Market Situation in Entrance in the Job Market
4.4. Comparison to Control Group
Unfortunately, TESE has not been comparing FFWD’s performance of participants

with a control group, which could provide a more realistic indication of their impact.

15 Considering merely 2nd and 3rd editions
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Furthermore, no access to information on other control groups measured by
comparable programmes was possible to attain, which limits the total interpretation of

the present analysis.

5. Is a SIB is a Suitable Tool for Funding Faz-Te Forward?

Despite the performance analysis limitations, it is possible to conclude that this
innovative intervention does deliver impact, especially amongst the target population
NEETs. Nevertheless, until today, Faz-Te Forward’s structure only allows to reach
around 30 participants per year, which is a quite modest number in comparison to the
large dimensions of this problem and its demand in previous editions. Scaling seems
therefore the most strategic approach to follow. However it requires a significant
investment not easily available through the current financing model: corporate
donations. Furthermore, as already mentioned, FFWD’s impact has not been
measured in the most sophisticated and scientific way, leaving room for
improvements in the future that may inform about its most realistic impact.

5.1. SIB: An Alternative Financing Model

Due to the above-mentioned reasons, the concept of a Social Impact Bond (SIB)
could present a strong alternative financing method to FFWD.

Through a SIB, private investors would finance FFWD’s scaling, delivered by TESE
(the service provider). If initially agreed outcomes are reached, which ideally should
result in saving costs to the government, the latter will share savings with investors,
i.e. pay back their principal and possibility a financial return as well (Rose ef al.,
2012). Important is to say that a robust impact measurement must be applied. Under a
SIB, an independent evaluator, usually an academic institution, is responsible for

evaluating whether outcomes have been achieved or not.

17



Outcome-based PORTUGAL
payments (if and only if |NOVA§A0
results are achieved) SOCIAL

Team Building Soft skills
Weekends training

Young people unemployed or at risk of unemployment NPTy
9 peop ploy ploy EVALUATOR

Figure 13 | FFWD's SIB Structure

To the government, this method brings great benefits by providing a risk-free
solution with high potential to decrease the number of people suffering from a NEET
situation and thus decreasing the current costs associated with such a problem. To
TESE, the benefits encompass an opportunity for scaling their programme and a
capacity building programme to improve their impact measurement methodologies,
which may become a basis for a continuous improvement of FFWD. Finally, private
investors, despite bearing the risk, have the possibility of recovering the amount
invested, shifting from donors to investors (Goodhall, 2014).

Although SIB is still a relatively recent concept, it has been given a great level of
attention by many governments globally. Today, there are over 100 SIBs being
developed and implemented in more than 12 countries, in very distinct social areas
(Instiglio, 2015). Specifically in the area of youth unemployment, SIBs have proved
to be a considerably appropriate financing model. There are several effective
programmes aimed at tackling employability that have been scaled by the use of a
SIB around the world, each with different targets, components and sizes as it is

possible to see in the benchmarking table below (please see appendix 3).
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Remove éHardSkiIIsi Soft | Moy
i i i Employers

Country %Structure% € Term Barriers %(academic/% Skills (social
: i (structural) technical) (social) :

Programme

_Thinkforward (UK | SIB_ | 4200000€ | 3years | ¥ v v v

Teens & Toddlers | UK SIB 4620000€ | 3years v v v
Energise UK SIB 5180000 € ;| 3years v v v v

Duo ForaJob {Belgium SIB 3 years v v
Buzinezzclub iNetherlands SIB 680000€ | 3years v v v
ROCA, Inc USA SIB 16 560 000 €} 7Yyears v v v v
Year Up USA Non-Profit v v v v
Jobligne Germany PPP* v v v v

Figure 14 | Benchmarking: International Youth Unemployment SIBs (Tomkinson, 2014)

*PPP: Public Private Partnership

6. How can a SIB be Applied to Faz-Te Forward?

6.1. Service provider prepared for scaling

After extensive discussions with TESE, it became clear that the organisation is
committed and prepared to extend their impact to further geographies. In order to
facilitate the scalability of FFWD, adaptations to the programme’s structure and
budget were initially undertaken during IES — Social Business School‘s
Scaling4Impact,'® a competition to support the scaling social organisations, from
which they were awarded the first place.

6.2. Quantifiable Outcomes and an Effective Measurement Framework
TESE is able to effectively maintain contact with participants in order to track record
of outcomes and has the appropriate measures in place, although as mentioned there
is room for improvement. Currently, TESE measures impact by tracking the
participants’ employment situation through telephone questionnaires during three
phases: after the end of the programme, 6 months after the end of the programme and

finally 12 months after the end of the programme.

16 http://www.ies-sbs.org/empreendedores-sociais/scaling-4-impact/
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6.3. Quantifiable Economic Benefit

By increasing participants employability and supporting them in finding a sustainable
and adequate job, FFWD is preventing or decreasing the number of NEETs in
Portugal, thus directly resulting in current or future costs savings to the government
considering the above-mentioned costs per NEET.

6.4. Alignment with Public Policies

At a national level, an ecosystem around the concept of social investment has started
being created, greatly supported by the recently announced 150 million euros fund
from Portugal Inovagdo Social. From the total amount, 15 million euros will be
allocated to finance, through SIBs innovative, preventive and cost effective
programmes in the area of youth employment, such as FFWD (Didrio da Republica,
2014). In the following section, it will be shown how in practice, FFWD could

benefit from a SIB, i.e. FFWD’s SIB Business Case.

7. Modelling Faz-Te Forward SIB

From the data analysis undertaken described above, the following strategic and
operational decisions could be developed.
7.1. Intervention Scope
From the performance analysis, recommendations to improve
the target population of FFWD were formulated.
* Job market risk factors: the current selection criteria regarding the risk factors of
participants were analysed and proved to be well applied,'’ resulting in a
heterogeneous group of people, where risk factors do not actually have a strong

influence on outcomes (figure 11). It is thus recommended to maintain such

17 1n line with the common risk factors identified by the literature.
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criteria.

* Initial situation towards the job market: participants already looking for a job
have higher success rates than those studying (figure 12). Based on such
conclusions it is recommended to restrain future FFWD participants to those either
already looking for a first job or almost finishing their studies, in order to
maximise outcomes.

It is recommended to maintain the number of participants
per edition in order to preserve its close relationship with each one of them and high
customised approach. However, following the structural changes recommended
before, FFWD will be able to run two editions per year, now reaching a total of 60
participants per year as opposed to the previous 30. Considering a SIB with a
duration of 3 years,' it would finance 5 editions, and consequently a minimum of
150 participants.

Without compromising the quality of the programme,
FFWD’s adaptations for the SIB require compressing its duration from 6 to 5 months
in total, leveraging on a more efficient usage of resources. This will allow the team to
undertake two editions per year instead of one merely located in Lisbon — alternating

between Lisbon and Porto (figure 15).

18 More precisely 2.5 years.
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Figure 15 | FFWD's adapted timeline for SIB (TESE, 2015)

7.2. Intervention Costs

for the 5 editions during the 3 years (figure 16).

Total Cost for SIB

Cost Category Total Cost per Edition e cifitars)
Direct Costs with Participants 3670 € 18350 €
Training 7550 € 37748 €
Opening and Closing Weekends 5030 € 25150 €
Coaching 11225 € 56125 €

HR 40528 € 202 640 €
Communication 2250 € 11250 €

O AL DIRECT €SS o eeeeeeeeeeeeemmeeeeeeees 79253 o 351263¢
Indirect Costs (overheads) 20% 14 051 € 70 253 €
TOTAL COSTS 84303 € 421 515 €

Figure 16 | FFWD's Costs (TESE, 2015)

The intervention costs are intimately dependent on the intervention scope. The costs
estimated for the SIB are based on previous and current budgets and adapted to the
proposed scope changes. According to TESE, currently the intervention costs around
€100,000 per edition. However, with the proposed adaptations for the SIB, each

edition will cost approximately 84,303 euros resulting in a total cost of 421,515 euros
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7.3. Outcomes Metrics

As argued by Social Finance (2015), the selection of outcomes metrics to measure
success is an essential step during the development of a SIB. It is crucial to ensure the
chosen metrics are not only reflecting the success and impact of the project but are
also easily available or accessible. In FFWD’s case, in line with the best practices in
the area of employability, the most appropriate outcome metrics to consider are:

1) Entrance in the job market, which only considers paid professional experiences,
such as a contractual job, an internship or a PhD;

2) Whether the job is in the participants’ area of interest/training;

3) Maintenance of job for a certain period of time (6 and 12 months), which
considers maintenance of a participants’ ‘employed’ status, thus not differentiating
between those who maintain their jobs within one company or those who accept new
professional opportunities.

These metrics are not only relevant but they are also already being measured by
TESE, which obviously improves their practical effectiveness. It is fundamental,
however, to compare performance with a control group in order to create a basis for
more appropriately measuring FFWD’s impact.

During the performance analysis, a performance lag between two groups of
participants (the two different batches) was identified, which suggests that, while
some participants succeed quite promptly to the intervention (enter the job market),
others may take longer, nevertheless still succeeding. For this reason, for modelling
and estimation purposes, two different batches based on the time to “entrance to the

job market” are recommended to be considered. Those who enter the job market until
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one month after the end of the respective edition'” are considered the first batch
represented with a success rate estimate of 55%, while those that take at least 6
additional months are called the second batch, with a success rate of 15%, both
estimates informed from the performance analysis undertaken. Even though, by
starting to accept more NEETs than students may increase performance, the
condensing of the programme may also have some negative implications in the
programme’s current performance rate, which is why the estimated success rates are
comparable to FFWD’s current rates, as shown in figure 17.

7.4. Payment Mechanism

Under a SIB, once outcomes are achieved, cash flows in from the government as
investors’ repayment. However, it is important to consider that the service provider
will be paid yearly, i.e. receive the necessary upfront cash to run the two yearly
editions.

For each outcome metric, a payment was considered, taken into account that the total
paid per participant must be below the cost of a NEET to the government — 8,610
euros (Eurofound, 2013) — a maximum of 8,000 euros per participant. This ensures an
appealing cost savings to the public sector of a maximum of 610 euros per participant

per year (figure 17). The different payments are illustrated below.

. Success Rate  Success Rate
Outcome Metric Payment

(st batch) (2nd batch)
Entrance in the Job Market i1800€ i55% 35%
Integration in Area of Interest i200€ 43% E 52%
Maintenance of Employment > 6 months gﬂ 30% 10%
Maintenance of Employment > 12 months i 3500 € 20% 2%

Figure 17 | FFWD's Outcome Metrics and Payments

' 6 months after the start of the respective FFWD edition
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7.5. Public Sector Value

The value of the current SIB proposal to the public sector comprises the actual
savings it can achieve with this risk-free model, by considering the current costs the
government bears associated to NEETs and the payments for the outcome metrics
achieved. This SIB has the potential to represent a total of 827,970 euros in savings to

the public sector, as illustrated in graph below.

Government
€ Savings
827970 €

Costs of
Government
1291500 €

~ 7 lnvestor Surplus
42015 €

Costs of
Intervention

421515 €

Status Quo SIB

Figure 18 | SIB Savings (Social Finance, 2013)

7.6. Investment Structure

. It is recommended that cash flows in
from investors at the beginning of every year;

. The model includes a working capital contingency
totalling 63,227 euros, i.e. three months of the intervention. This amount, given its
contingency purpose, shall not be used unless a eventuality, and is to be returned to
investors at the end of the intervention.

. The model considers a three-month delay between outcomes are
measured until payment is processed to investors, in order to account for the

necessary time of the process.
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8. SIB Business Case and Sensitivity Analysis

8.1. Business Case
The proposed SIB structure, taking into account all the factors and considerations
above detailed, results in the following financial outline, which represents a surplus of

42,015 euros to investors and an IRR of 4,3%.

600 000 €
540902 €

500 000 € 484742 €

400 000 €
300000 €
200 000 €

o - .

0€

Year1 Year 2 Year3 Year 4 Year g
NN Delivery costs Revenues (outcome payments)
e Cumulative delivery costs Cumulative revenues (outcome payments)

Figure 19 | FFWD's SIB Business Case

8.2. Scenarios
The proposed business case is calculated based on estimations, which may or may not
materialise, thus having the potential to profoundly impact the business. Therefore, in
order to understand the sensitivity of the present model and prepare against any
unforeseen events, six different scenarios were tested: the most optimistic and the
most pessimistic scenarios, from changing one of the following key factors, ceteris
paribus. Figure 20 presents the impact of such scenarios in the model’s financials.
Success rates are an essential factor to ensure the investors’
payments. Since the entrance in the job market is a necessary condition for the

remaining metrics to materialise, this will be the only metric tested in this analysis.
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The considered base case scenario (70% success rate) refers to the sum of the estimate
percentage of successful participants in the first (55%) and second (15%) batches.

The total amount an investor can receive per participant will
influence the project surplus and the investors’ return. In this analysis the impact of
the total outcome payments equalling below or above the 8,000 euros mark, chosen in
order to maximise the savings of the government, was tested. In practice there is a
trade-off between pleasing investors or the government. While if total payments equal
8,500 euros, investors would benefit greatly, the government would only benefit from
a maximum of 160 euros per participant, which is not a greatly appealing amount
when compared to 610 euros from the base case scenario.

The number of participants per edition has implications on the financials of
this model, due to the inherent fixed costs. Two scenarios were considered, one where
the number of participants was 25 and another where it was 40, even though in
practical terms the most optimistic scenario may have negative externalities for the

participants, given the extensive number of participants per group.

Entrance in the Job Market 43% 70% 90%
Maximum Contract Value 387 147 € 463 530 € 520110€
Project costs 484742 € 484 742 € 484742 €
Surplus -34 368 € 42015 € 98 595 €
IRR -3,4% 4,3% 10,5%
Total Possible Payment 7 500 € 8000 € 8 500 €
Maximum Contract Value 434 559 € 463 530 € 492501 €
Project costs 484742 € 484 742 € 484742 €
Surplus 13044 € 42015 € 70 986 €
IRR 1,3% 4,3% 7,3%
Number of Participants per group 25 30 40

Maximum Contract Value 386 275 € 463 530 € 618040 €
Project costs 464 827 € 484742 € 524 573 €
Surplus -17923 € 42015 € 161 890 €
IRR -1,9% 4,3% 15,4%

Figure 20 | FFWD's SIB Scenario Analysis



9. Limitations

One must acknowledge the data limitations of this analysis. Firstly, only data from
two editions (2™ and 3™) was analysed, involving merely a total of 65 participants,
given that the 1* edition followed a very distinctive and thus incomparable structure.
In addition, it must be stated that most of the performance data is self-reported by the
participants, which increases the level of uncertainty in what concerns the impact
measurement, given that it is harder to guarantee the necessary regular contact with
participants once the edition ends.

Finally, the limitations related to the evaluation should also be considered. Although
a performance analysis was undertaken, it was not compared to a control group,

which would have enhanced the level of information regarding the impact of FFWD.

10. Next Steps to be Undertaken

Following the present feasibility study, the next steps to be undertaken must be
defined, in order to guarantee the fruition of this project.

10.1. Application to Portugal Inovagao Social

Under this SIB, Portugal Inovacdo Social will act as the public sector, being
responsible for the payments of the outcome metrics achieved. This implies a process
of applications and their consequent improvement. Nevertheless, the process is still
being developed and not enough information has been released yet, both regarding
content and timings. It is important that TESE and the Social Investment Lab are alert
in order to meet all the necessary requirements once they become available.

10.2. Legal Due Diligence

A legal due diligence will need to be undertaken in order to understand what legal
framework and contractual architecture are required for the present proposed SIB

model.
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10.3. Develop FFWD’s Expansion Strategy
The current financing model underlines an expansion that implies strategic and
operational adaptations, which must be extensively planned once approval by

Portugal Inovacao Social is guaranteed.

11. Concluding Remarks

The current feasibility study aimed at tackling youth unemployment, one of the most
pressing social issues in Portugal, shows a great potential for impact and thus a high
potential of value for money to the public sector. Likewise, it represents an invaluable
opportunity to learn from an appropriately monitored experience, deepening the
current knowledge existent about the impact of a specific intervention and the social
issue as a whole. Although this study is a key stage of the process, great effort shall be
applied in the coming future in order to make this SIB a reality.

Overall, the implementation of this proposal will represent the first SIB in the area of
employability in Portugal, which may not only have a positive impact in enhancing
Portugal’s privileged position within the area of social innovation globally, but may
also promote a higher involvement from a larger number of stakeholders in tackling

social issues, thus opening doors to new structures and contexts.
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13. Appendix

Appendix 1: Research process chronogram

Jun
Month A M !
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Weeks | 1 : ! ]
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Appendix 2: Participants’ Characteristics
Number of Participants %

F 18 21 23 62 56% 64% 70%  63%
M 14 12 10 36 44%  36% 30% 37%
Total 32 33 33 98 100% 100% 100% 100%
<=21 6 3 5 14 19% 9% 15% 14%
21<X<=23 13 14 9 36 41% 492% 27% 37%
23<X<=25 12 10 14 36 38% 30% 42% 37%
25<X<=27 | 6 5 12 3% 18% 15% 12%
>27 0 0 0 0 0% 0% 0% 0%
Total 32 33 33 98 3% 18% 15% 100%
Level of Education Finished at the beginning of the edition 2nd 3rd 4th Total
Still Studying 22 13 13 48 69% 39% 39% 49%
Basic Education (9th grade) 0 0 0 0 0% 0% 0% 0%
Secondary Education (12th grade) | 6 3 10 3% 18% 9% 10%
Undergraduate 7 9 10 2 0% W% 0% 27%
Postgraduate 2 5 7 14 6% 15%  21%  14%
Total 32 33 33 98 100% 100% 100% 100%
Finished Studies 10 20 20 50 3% 6% 6% SI%
Basic Education (9th grade) 0 0 0 0 0% 0% 0% 0%
Secondary Education (12th grade) 3 | 0 4 9% 3% 0% 4%
Undergraduate 3 7 7 2 4% 2% 2% 28%
Postgraduate 6 5 6 17 19% I5% 18% 17%
Total 32 33 33 98 100% 100% 100% 100%
Student 22 13 13 48 69% 39% 39% 49%
Employed 2 0 0 2 6% 0% 0% 2%
NEET 8 20 20 48 25%  61%  61%  49%
Looking for Ist job 5 13 12 30 16% 39% 36% 31%
Unemployed 3 7 8 18 9% 21% 24% 18%
Total 32 33 33 98 100% 100% 100% 100%
0 3 4 7 14 9% 12%  22% 14%
| 13 7 I 31 41%  21%  34%  32%
2 9 I 6 26 28%  33% 19%  27%
3 3 6 6 15 9% 18% 19% 15%
4 4 2 2 8 13% 6% 6% 8%
5 0 3 0 3 0% 9% 0% 3%

Total 32 33 32 97 100% 100% 100% 100%



Appendix 3: International Benchmarking | Youth Employability Programmes
3.1. Thinkforward (UK)
Target Population: 14 years old at risk of becoming NEET
Theory of Change: provision of targeted and intensive support over a 4 to 5 years
period to ensure participants experience positive school to work transitions.
Services/Activities Offered:
* In-school ‘super’ coaches provide 1 to 1 activities tailored to support young
people as part of an action plan
* Third party interventions to support personal development and engagement
with support services e.g. local housing authorities, citizen advice bureau, etc.
* Brokering access to the world of work including progression planning, full

employment preparation, career preparation and progression support

3.2. Teens & Toddlers (UK)

Target Population: 14-15 years old young people at risk of becoming NEET
Theory of Change:

* Develop participants’ self esteem, interpersonal skills and sense of
responsibility to help them make positive decisions about their education,
health and future.

Services/Activities Offered:

» 18-week intensive intervention along with regular support combing hands-on
community experience, classroom time

* Involves teenagers acting as role models to vulnerable toddlers in a safe and
supervised nursery environment, who share practical experience of work

» Classroom sessions in anger management, communication skills, and SRE
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* An accredited NCFE Level 1 Award in Interpersonal Skills

*  Support with individual work plans right through until GCSEs.

3.3. Energise (UK)
Target Population:

* 14-15 years old at risk of becoming NEET

* Family issues, young offenders, young people in care, care leavers, substance
misusers, those with mental health issues and young carers

Theory of Change:

* Building resilience, confidence and aspiration enables vulnerable young
people to progress in their lives as they move through their teenage years into
adulthood and working life

* Mentoring combined with structured activity days and residential courses
designed to foster re-engagement with school, build self-esteem and to
improve interpersonal skills

Services/Activities Offered:

* 1-to-1 guidance and group work, residential activities and mentoring

*  Work experience

* Additional training is provided to approx. 30% of clients to support

reintegration into mainstream education
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3.4. Duo for a Job (Belgium)

Target Population: Young jobseekers (aged 18 to 30) from the immigrant
community (outside the EU)

Theory of Change:

* Through a 6 month program of mentoring from older retirees, ideally with
experience in the relevant sector, can increase integration rate of target
population

Services/Activities Offered:
* Individual mentoring sessions between young job seekers and experienced

retired professionals

3.5. Businezzclub (Netherlands)
Target Population: Young people aged 17 to 27 years old, not in school and without
basic qualifications
Theory of Change:
* Helps youths get into work or back to school by giving them insight into their
ambitions and teaching them steps to convert them into reality
Services/Activities Offered:
*  Workshops and guidance from business people
3.6. ROCA, Inc (USA)
Target Population: Male youth aged from 17 to 23 years old, in the
Commonwealth’s probation system or exiting the juvenile justice system.
Theory of Change:
» Reintegration and employability achieved through Transformational.
Relationships that Roca’s Youth Workers built along with relentless outreach

and stage-based programming.
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Model based on proven behavioural change theories and trains high-risk

young men in job readiness, educational readiness, and life skills.

Services/Activities Offered:

Relentless outreach to young men by Roca staff;

Intensive case management;

Life skills, educational, prevocational, and employment programming;
Networking to work opportunities with community partners (includes
subsidized employment opportunities, which transition into full-time positions

with employer partners when the client is ready)

3.7. Year Up (USA)

Target Population: Low to moderate income young people aged 18 to 24 years old

highly motivated to find a job (who have finished their studies)

Theory of Change:

Enhances personal and professional development and helps them access
employment and educational opportunities;

Connects young adults who need opportunity with companies who need their
talent by providing underserved young adults with the skills, knowledge and
experience businesses. In return, employers gain access to a wider pipeline of

well-trained talent.

Services/Activities Offered:

6 months of classroom training to develop technical and professional skills
(enforced with performance contracts to reinforce professional behaviour)
followed by a 6 month internship

Assistance with the job search process and/or college enrolment upon program

completion.
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3.8. Jobligne

Target Population: Young people from low income families and with a criminal
background aged 15 to 24 years old in risk of becoming NEET

Theory of Change:

* Building self-esteem, encouraging independence, and both personal and
economic empowerment by providing skills, experience, and employment to
participants.

Services/Activities Offered:

* Intensive 6 months practical program with 1-to-1 mentoring and 1 or 2 job

placements that provide the opportunity for full time position.

* Further support provided post graduation over a 2-3 years period.

39



