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poTAL EMPLOYMENT MEASURES CONFIDENTIAL
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1o
gidered a memorandum by the Secretary of Stat
-

Comlllittee cont
e jal employment measures,

for Employnent
them a Memorandyn
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Teasury to the Secretary of State
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n

il

co::r of 7 October from the Chief Secretary,
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THE SECRETARY OF STATE FOR, EMELOYMENT ;sadd sihat unemployment was continuing

4o rise at @ sharp rate. This was partly theresult of the Tecession but industry
appeared also to be taking the advantage of the OPPOrtunity to slim down their
wrk forces by redundancies which they should have declared before, If the
Government was to sustain its policies in this situation it would be important
to reinforce its special employment measures to help young people and the

longer term adult employed who were particularly vulnerable during the transitional
period, His main proposal for the young unemployed was to continue the

Youth Opportunities Programme (YOP) and to imbrove the present arrangements

by guaranteeing to offer YOP places to all school leavers who had not had a

job or a YOP place by the Christmas following the academic year in which they
had left school and to all other sixteen and seventeen year olds unemployed

for more than three months, rather than twelve months as now. To reduce the
“ditional costs of these measures he was willing to accept that there should

% 10 increase in the weekly YOP allowance of £23.50; and to consider reducing
Piments under the parallel Community Industry Scheme. He proposed grad-.ally

* *®and the programme of Unified Vocational Preparation (UVP) for young people
;?SJ:;: :iﬂm“t Systematic training or further education.‘ Izhtheoi::f:: ::m
the yp s:st§°: further improvements in both.tl.le YOP :;ldbma“:l:ble il s
Foporgo, o: by the end of the decade training would be dag
ady] ¢ Wemp] ary
hpl°yment P (cEP).

- Youlg ) el
1y

;s g5 e
young people. To increase the opportunities S SR
ial Tempor:

ved he wished to replace the regionally based Speciel 2
; amme

Togramme by a new nation-wide Community Enterprise .
mprovement, P

ace more e hasi . ts of environmentﬁl 3 ¥
mphasis on projec tnership with private

of hi i
high unemployment, and would be developed in par

Ndy inue the

e ey ! S0 Voluntary agencies. He proposed t0 contn‘me to men aged

? % Scheme (JRS) and, in 1981-82 only, to make it available

: q 63 S y 1N i put not to improve,

e To or vell as 64, Finally he proposed to ' ich helped

tingg %i:!'y Short Time Working Compensation Scheme (TsTwes) vhi e

Yoy, i Tedundanc;og by giving support for up to six months. {11lion
ure diture of £310 ™

¥ould require additional public expen
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1081-82, £410 millien in 1982-83, and £377 million in 1983-gy, Much
in ROy

- QBT 3 X 0
simply to maintain existing schemes and undertaklngs for t
was necessary &

employed. -
number of unemp y its which would otherwise be paiq
de for savings on benefi
was ma

from the European S
the Chief Secretary,

thy,
The net cost would be substantially loyey 1 Ereaxh
Oy,

; » and for i
ocial Fund. In considering these proposalsg furthe, Rlpt,
W

it
Treasury, he would be able to offer some offs%ting h

from his programmes, though he could obviously not find the whole B Savigy,
THE CHANCELLOR OF THE EXCHEQUER said thatT while he accepted the cage o 1
measures to help the unemployed, and particularly thf Y"“mgs it was inevity),
that provision for them would have to be fmmé by adJﬁlelng Prioritieg Withiy
the overall ceiling on public expenditure. Final decisions should therefor,
be taken in the context of the Cabinet's forthcoming discussion of the public
expenditure programme as a whole. Moreover, while measures of the kind Propose
would help in the transitional period, the Government's main objective - anq
main hope for the unemployed - lay in reviving output and employment., The
necessary conditions for this were reduced public expenditure and borrowing,
so that interest rates and the exchange rate could be brought down. There
were considerable problems in keeping public sector borrowing within target
in the current year and, in the course of the public expenditure discussions,
it would he necessary to consider very difficult options for 1981-82 and later
years.

" of
THE CHIEF SECRETARY, TREASURY, said that in discussing with the Secretary
State for Employment the additional provision which he could

j0ns
a number of opti®?
o wder

recommend £07
inclusion in the public expenditure programme, there were
which he would wish to consider. He questioned whether the rates py®” ti00
the YOP should be improved; and he would like to implement the recomend:yme“'
that under the Commmnity Industry Scheme there should be a change iy e
of wages to allowances. Savings could be made if the CEP were ¢ ettt
development areas; and if the level of allowances under the TaINGS 2 ¥

¥ failvr®
{fhere vas a danger in reducing the JRS age limit in 1981-82 s1n°¢

nfined

increase it again in the later years would be very costly.
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jon the following points were made -

:gcuss 2 g

I dis B pain way in which the Government could help indust,
a8«

: ; ; Ty wa
stantial reductions in public expenditure ang TR s by

sub which woulq

jple reductions in interest rates and the exchange rate
el .

: Otheryi
Bt would be 1o growth, and industry woulq be unable to pr: se

ovide genuine
d by .public

In reducing public expenditure it
W crucial to take a tough line on public sector pay
’

on this should be taken as soon as possible,

ohk term employment as distinct from temporary jobs finance

xpendit“-re on employment measures,
e

and decisions

g Expendi ture on Jjob creating
! providing activities should not be cut back to finance excessive publi
ic

sector pays; and it would be desirable to avoid to the greatest possible
extent further cuts in capital formation and construction which would have

directly adverse effects on the level of activity and employment in industries
vhich already faced considerable problems.

b. It was generally agreed that in the short term some further public
expenditure on special employment measures was necessary, particularly
to assist the young. Without such measures there could be a risk of

social unrest in areas of high unemployment.

TE PRIME MINISTER, summing up the discussion, said that the Committee provisionally
iccepted that special employment measures were necessary in present circumstances.
I particular they endorsed the aim of giving priority to helping the young unemployed.

: oy

‘ T for Cabinet to take final decisons on the specific proposals
1 the context of their
Vhole,

tuthep
°°"ﬁ.o'f'

discussion of the public expenditure programme as a
In the meantime the Secretary of State for Employment should discuss
Vith the Chief Secretary, Treasury, the possibilities for reducing- the

hi ) 0 3 . : : . .
"ogram, *Proposals andfor finding some offsetting savings from within his

The Com ST
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Drostate fox-’ and of the outcome of his furthgr S

trame 4 Buployment, in his report to Cabinet ©
981-82 to 1983-84,

ls
t of the proposéd
to w:i::z::lilon th the Secretary

public expenditure

CONFIDENTIAL

3

CONFIDENTIAL




| CONFIDENTIAL ]

CONFID
NDUSTRIAL TRAINING it

20

»

e considered memoranda by the Secretal'y of St
ate for Emplo
yment,

E(80) 117) on

The Commi tte o el
i wud vy the Central Folley Raviok SEHN ey

.ndustrial training.
i

& GECRETARY OF STATE FOR EMPLOYMENT said that he invited the Committee to
v that the number of Industrial Training Boards (ITBs) should be
substantiﬂuy reduced and that other public expenditure on training should
o paintained as set out in option D in the report by officials attached to
E(SO) 9% Under this approach the Government would no longer fund the
operatiﬂl costs of the remaining ITBs, and his present public expenditure
plans assumed a saving of £45 million a year on that count. He would need
to introduce legislation by the end of the year to provide for the abolition
of ITBs, and for those few boards remaining to finance their operating costs
by levies on industry rather than from the Government. He would put forward
fimm proposals on this in early November when the current consultations on
the Manpower Services Commission's report on the training provisions of

the Employment and Training Act 1973 were Acompleted. At the same time he
vould make proposals for a consultative document, to be published by
Ghristmas, setting out the Government's views on the longer term development
of industrial training policy. His aim was to reorder priorities and he

“%8 not asking for additional public expenditure for his remaining training
Programmes,

i ‘-ﬁscu“ion it was agreed that major changes were necessary in industrial

:rnning. Priority should be given to achieving a more effective

e:::ionship between industrial training and the educational sefﬁces; 8
hould be mage to discourage restrictive practices, particularly

e : s were often
e ted vith the apprenticeship system, where the employer: g
ty should be given

res‘ . :
traini:‘tint to change as the Unions. Higher priori .
Verg € for the neyw high technology industries, s© that the righ : i
5 p;:ai]-&ble to attract and sustain inves'hlent in them. m:g:::in:-pmd
3 bility ©
pe!"’"ﬂeluar’ attached great importance to the availa

choosing sites for new projects.

Every
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4 the discussion, said that the ¢ :
TER, summing up ommj
THE PRIME MINIS

tEQ

They would considep

e 3
future of the ITBs when the Secretary of Stat, rDreclEQ
or

the
angements for A re . Th mm3i
arrang proposals in November. e Committee agreeq tha

de firm "
mployment 52 e ial traini : they,
as a need for radical changes 1n industrial training, and in Partioy,, Q
W

that the relationship between the training and education serviges showyg
> e

re-examined and improved.
further how these ideas,

The Secretary of State for Empl oyment, 2

and those in the CPRS?s memo rangyy
consider

((80) 117), should be developed, and make further proposals when he TePortyy

November. In this further work he should consult the other Minigter,
in Nove .

directly concerned;

Industry,

jncluding especially the Secretaries of State for

The Committee -

1. Endorsed the adoption of the broad approach in option D in the
report annexed to E(80) 111.

9, TInvited the Secretary of State for Employment to make further
proposals in November -

i. on the arrangements for Industrial Training Boards;

ii. for further work, in consultation with the other MinlStizsm
concerned and the Central Policy Review Staff, prepaiﬂl‘:ﬂ'
production of a consultative document on the longer ‘€
development of industrial training policy.
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CONFID,
IN'DUSTR ENTTAL

ittee considered a memorandum by the Chancellor of

) on industrial support measures,

e

The Comm the Exchequer

(3(80) 109 They also hag before thep 5

ndum by the Central Policy Beview Staft (E(80) 116)
pemo .

o R OF THE EXCHEQUER said that hig memorandum was the outcome
£ 18 discussions with the other Ministers concerneg of the options for
0

,igitionsl measures of industrial support.’ He judged that, provided that

the additional expenditure could be accommodated within the overall public
1 )
e!‘Penditure geiling, there Vas a case for'NsSerive costing up to £60 million a year 37

in support of research and development. These proposals apart, he had decided
against any further measures to ease the liquidity pressures on industry, ‘
although he would be ready to discuss any tax proposals with colleagues in 39
preparing for his next Budget. In particular he had decided against
recomending the removal of the four month deferment on payment of Regional
Development Grants (RDGs).

-

'r"_

This would cost around £140 million and the
benefits would be widely diffused. There was however a case for cutting out

the administrative delays which currently added to the four month deferment.

THE SECRETARY OF STATE FOR INDUSTRY said that if additional expenditure were
aproved he would use it to protect !seed corn! expenditure which firms

uight otherwise cut back in the face of short-term cash flow pressures and
3 the expense of their future competitive position. It would be possible to
b this by using existing instruments of industrial assistance. In each ‘
'fﬂﬂe it would be a question of topping up finance provided by the firm itself
" order to enable a project to go ahead which might otherwise have beel.l
“opped, 14 should be possible to use some of the money kojPuXens Pubhc'
Sectop P‘lrchaging objectives; to develop the Secretary of State for Trade's

: tee scheme.
e Rty Guarantee Scheme and to extend the exchange risk guarantee

di!c :
"ssion the following points were made =
current
R Altho

+ might help to mitigate
U293 ouy 45

ugh expenditure of this orde b

es, it would not alter the general prospect of n:h P

e overall investment before mid-1983: On the othe

”ill:e total investment might not be increasings
i iHVQ

Pouibil iti

Wh there vas a ‘ood deal

terest in the
Stment in progress, and an jmupsits i: aressi The msin
Teq, es for invard investment in the e the absence of
S dax e’ ounetl stagnation in investaent vas T
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b There was a case for directing some of any addi tiong)
* : : e :
to the energy equipment jndustry. This was a growth ip ek engj
if British manufacturers were to keep pace with their ke . .

atiog
: . in
E(80) 109 that there might be a modest increase in funding 4,

T the

Energy Conservation Demonstration Project was therefore welco,
me,

competitors, they needed a good home market. The Suggestijop

c. 1If these further measures of selective assistance were t,
: iz 80 ah,
it would be important to clarify the conditions and prioritjeg 3 ead
T

jntervention and selection.

THE PRIME MINISTER, summing up the discussion, said that the Committee
provisionally endorsed the proposals for additional industrial support s
out in E(80) 109,  They agreed that there was no room for expenditure
measures to relieve corporate liquidity. They attached importance to
removing any administrative delays which added to the four month defernent
payment of BDGs. The Cabinet would take final decisions on additional
provision for industrial support when they discussed the public expendifure
programme as a whole.

The Committee =

1. Provisionally endorsed the proposals in paragraph 135 of E(BO) s

2. Invited the Chief Secreta ider, 10

? ry, Treasury, to conslcew
to Cabinet on public EEenai ture 1981-832 to 19838, the ProPe
adjusting public expenditure priorities to accommodate these

Cabinet Office
16' October 1980
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