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Memorandum by the Secretary of State for Employment

We now have over 2 million people out of work. We cannot
rle out that the number may approach 3 million (with rates of
over 10%) at times during the next two years.

2 Two or three years of unemployment at these levels will

fave grave implications for the young, the disadvantaged, the

long term unemployed and particular areas. Already in April 1980 youth
inemployment stood at over 13% compared with 6.2% for all ages,

i:seli nieh h?gh?r in particular places. By late next year we could
year apl,lf a million people who have been out of work for over a
Live}pc,o&llle unemployment could well exceed 20% in places like

ad reach aﬁd a number of places in the North, Wales and §cotland
nothin 14% to 15% in the West Midlands. We have experienced

0bviouglike this since the 1930s and the social problems are

We cannot :
turn back unemployment at these levels by special
t menti Measures. Only successful economic policies can do th‘?t'
ang attituz acutely difficult transitional period we risk the hablts
ang ”nfittiis of prolonged unemployment adversely affecting the young
€ many adults for future employment.

We ¢
:;e thig :?a?? to lessen the risk. Indeed, with the young ws gggld
Torce op' gy 1ONal period as a major opportunity o e

e future for the jobs that will later be available.
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i iction that we
sses my firm conv need €0 ‘move in ey
80)111 exg;SS a comprehensive system of Vocational prepzrgzitms
8 towany youngsters who take jobs which offer 1ittle or 2n
tnose ™ further education at present. It wiij take us a 0
raiﬂi“g Oof this decade to develop that sy
b t
arv -

: v ’ stem and we oy ht ¢
now to starting in that direction, particulirly ?‘or

. That is my first priority 3
employed g Y 1n the progra
e you g ughig paper which take; account of the Proposals iad:mio
Ly outh; Manpower Services Commission (MSC),
by
me

’
e Youn Unemployed )

fore propose to expand the Youth Opportunities Progp ‘

Iw?tl;rzn emphasis on good quality vocational pr‘eparation.g ;;nrone 2

; of YOP places will provide work experflence on employers' -
thlrc}Ses The CBI are ready to set UP a unit under Lord Carr to : {
;g:r{l;ts; with finding sponsors among private employers in order to 3

jevelop the training element in YOP. y |

]
(Y0P)

¢ With rising unemployment we need to provide places for up to ]
100,000 youngsters next year merely tq ma1nta11_1 t}}e ur_ldertakings ||4 :
given this year. _But: as part of plac%ng our distinctive mark on )
Y0P I propose to improve the undertakings by guaranteeing that: -

%)
(a) all those who leave school at Easter and Summer and who s
have not had a job or a YOP place will be offered a place on
the programme by Christmas (rather than Easter as at present); W

(b) that a suitable opportunity on YOP will be offered within “5 !
three months to all other 16 and 17 year olds who have been

unemployed for more than three months (rather than 12 months —

as at present).

S 8 result I would propose to expand YOP to 430-440,000 opportunities
Snkl%l'sz' The undertakings would no longer apply to 18 year olds.
ng 18 year olds would be free to take any available places under )
the if they wished ang for the first time should be given access to | "3
oi ?POgramm‘a for adult unemployed (see paragraph 10). YOP would e
ultimggus on unemployed 16 and 17 year olds, in accordance with the ‘
In viewe ObJe?tlve of vocational preparation for this age group. . m \
£25 fpo of this 1 Propose the YOP allowance should be :‘anreased_to ?
Sflpplemrgné%'so- This s substantially less than the increase in i
Yanpoyep ary benefit and the increase to £26 proposed by the
Services Commission. o
"

L) I n 5 i
‘e un@erzzkgrwose to say that our further aim would be to extend :

edycq <IN8S to the poi ery 16 and 17 year old outside ; .

[”POu;rllOQ pither hag 5 jgblg;c' vggzta:‘slurgd of vocational preparation 121 |

hieye this o5ting until the age of 18. We could not in practice ‘

glgh: isls.alm before 1983-84 and, if unemployment was stluv:laS ot e

thnk it womlght add about £70m to éhe cost of the SCh?m?. I don

gxpenditureu be right at this stage to recommend addlt}onal e, |22

® Ahigyeq T this orger and I propose to express the aim as on —
d as Tesources permit.

(CONFIDENTIAL) .
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h the priority stated in paragraph |

ce wit :
danc t the same time as the decis

1l
n acc anﬂounce a

e above,
: 7 on Y
o keep going in 1981-82 the programme of ™

A preparation for employed young people in jobs

tnab Wi yocationa: ini furth ;

Dioie tic training or further education and t

gnd éuf sysﬁ{;aof this target group by 1983-84. The nzcg:z:;l';
0 gover’or 1981-82 is already in PES and some of the provision

2 ovision 1982-83 and 1983-{314 (detal}ed figures are in Annex 1)

P d f‘or’tha‘C we present this as a first stage towards making g

wad) preparation available to the whole target group but,

ocation? might cost £40m by 1990-91, this long-term objective

since presented as subject to resources being available,

\s the numbers of the long te{'m unemployed rise from the

RS e0.000 we shall have to give all possible effective

k’n the employment e‘md training services to prevent the
ctepioration of working habits and of skills. But we must avoid
:zing drawn into promises to cater for all or most of them through
;pecial programmes . There are severe_p{'actlcal limits to what can
pe done to help them through the proyision of temporary jobs.

;;1-0;'-\‘“L 35
nelp Lhroug

10 Nonetheless their plight is serious and we could do more for
them with a bit of imagination. The Special Temporary Employment
programme (STEP) ha§ not been a success and I am sure that we could
increase the number of places from the present 10,000 to 25,000 if
it were replaced with a new Community Enterprise Programme (CEP)
which would be nationwide rather than regional. This would place
nore emphasis on projects of environmental improvement, encourage
greater participation of the private sector by encompassing projects
¥hich have public and private advantage, and give greater scope for
?megts arranged by voluntary agencies. The new programme would
also include an experiment in facilitating the creation of new
enterprises in communities experiencing high unemployment. It would
confinue to concentrate in all its aspects on opportunities for the
;:ggf‘r term unemployed. We would present this like YOP as a rolling
in E amme that we intended to run for the next 2 to 3 years, an
Portant point if sufficient sponsors are to be attracted.

1L )
amendidwigg particularly to encourage voluntary help. Under the
for vo1 and the new CEP there will be many more opportunities
to pe runtary help. Under CEP it will be also possible for funds
In O;mgi‘;{en to voluntary organisations to engage staff to help ign
like g Sgn centres on opportunites for voluntary work. I shou
inemp1o ede it majee easier for voluntary agencies to help the .
i ii through their ordinary activities. The DHSS is th:re or
g eng'the possibility of a change in the benefit rules 5o

Work asler for the unemployed to engage in useful voluntary

e
Scheme% by allowing payment of benefit while engaged on a voluntary

My .
(JRg) angh%rd Major proposal is to continue the Job Releaselscmiﬂ:e
O extend its scope for 1981-82. In that year only,

(CONFIDENTIAL)
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men aged 62 and £3 (

ilable tO Well as 64) a5 ¢

Ja . o ape = 1 o

uld D? z;ld remain open 1'J;d$ 1’»”, d disabled mep aged
N esent gayiensen b ilgae heme that we maq>
esel”: o would I'®] Py that we mage
Féb ThiS W But rele for the unemployed by

' " o4 3 Bty
;g': J,‘C’Bl'] early ret #5h xf/j,c,'hl./ fective measure of
jncourﬂﬁil’é adult une PO "’011"53 d situation demands
nelp %0 {oke this step o Propose that we make this

1y and sugg we look again at the age limit

DR OROS continue the Temporary Short Time

(
o3

pinally, I D2 B : :
: 'Iingompﬁ‘”gm’lo“ e (15T h helps firms avoid
Noyklflﬁ:ncies by gj\./nm _;.,’ for O 51x months. I have been
redl’ta to extend 1ts particularly by lengthening the periog
Pr‘ess‘f year. The Sch in great demand and SXpanEions
:C'Ogtbue i cxpens-ve L Depoliic against them on that ground
W believe at six months is quite long enouy aha
i g to S0

and because

viable or not.
ihether a job L

iis istidl
14 I have considered
(},’(80}17th Meeting 1,1;.3
insulate the homes Ol

as requested by Home Affairs Committee
2) a prop 1 for using the unemployed to
old. I sympathise with the wider aims

=0

of the proposal, but it would cost £31m for 2,500 jobs and is an unduly
expensive way of providing additional jobs compared with my proposal:

I do not therefore recommend It will, however, be possible for
insulation schemes to be organised under CEP although that schene
will not meet the cost of the materials.

15 My proposals are described in more detail in the Annex and the costs

are shown in Table 1. The gross cost of the improvements proposed is £92
1961-82, £150m in 1982-83 and £133m in 1983-84. In sum, I am

Proposing that PES provision for the special measures and UVP should
hoep Creased by £330 in 1981-82, £410 in 1982-83 and £377  in 1983-84.

WS; of this is needed to continue the TSTWCS and JRS on their present

“15 and to maintain the current undertakings under YOP.

4 My

DEO r‘b Department's best estimate is that, in all, the expanded

? o qhes would keep 280,000 off the unemployment register at

ovin 90(,‘000 more than would be the case if my proposa}s for

h 19%lthe Schemes were not adopted and 80,000 more than at

tit : The fact that fewer people would thus be draw1ng¥ ) .

Surarc’»and tho:t some of them would be paying taxation and Nationa
Ice contmbutions, means that the net costs of the schemes are

0

nly ab i :
fron "h(:ut half the gross costs. There is also financial support

0P opepg i i 1 of
Yop opmt‘i‘ggpean Social Fund (perhaps £20m towards the higher leve

)s

The
i 0E egps £
for” Rorines re based on
f'Jr.LE.rj 0 urac;pEan employment effects and net'CO§5§eaan e e
op L&f:s effecty o:‘L‘n assumptions. They do not inc ude & in borrowing
“ation to ps. CUES in other programmes or inc
ihance the measures.

v
oo
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i staff for ¢
require 1,055 s
DE Group Wogégcial measures on top of th
e in the

he propogeq
e 378 additiona]
i the current Programmes :
vemen?sed simply todcﬁgtéguzn extra 160 for the ’
jnpr'2 requlzue would nizers Service would also need a
st8 .a Reve ity Ci employment measures are wholly offset by
s ipements g(ijons in staff which would otherwise be necasy
e = requl educ 7
ataff jal T nefit.
ﬁnseq nzmployment be
£ payutt d expansion in UVP, the 22 staff currently
{ the proposethe Education Departments w1l} have to be
] F°§ in MSC and 981-82, 21 in 1982-83.anq 26 in Z.L9£.33-8Ll;
émployged py 11 in rlqot be found within existing provision.
ipered taff can <

rne extra S
ponclusion ill be publicly argued, for
R 1d be made, and wi

A strong gazsii ;g;e than this. But I have sought to balance
s, reat de
doing 2 &

i 164 The above proposals
i expenditure pgs:.tlon. e ab
nat against ourtg:télvlvg cag present with any conviction and I seek
: i nimum ]
are thie’g;;l;t of colleagues to them
the ag

icularly on YOP and CEP,
to be met, ;_)ar.-tlcu Ly :

o0 If the taggigssigit soon. Polltlcallslz, :,E 12 ;;ﬁ:icﬁgai?;whit
Tt o ive programmes to help thos
Ehat el ig;;gil‘éCZ:xg Ippropose that these measures should be

i em ;
:yngtlxitc]egnwhgn Parliament reassembles
an

Department of Employment JP
9 October 1980
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THE PROGRAMMES
RTHER pETAILS OF
£
).
i Parti
navle

culars of the costs of all schemes are to be found in

ts out estimates of the impact on unemplo
2 Tabli geieperson off the register. Ployment ang
Y s
ghe ©©

th O ortunities Programme
you

ause of the increase in unemployment expected in 1981-82
 the size of the age group a Programme of the present size
énot be large engugh to meet.the current undertakings for a
woul r year- MSC estimate that, in order to meet the current
furt?iakings in 1981—82 the Progr‘ammg would have to be extended
unde least 400,000 entrants, as against the proposal in this paper
tor 430-4140,000 places. A programme of this size, in addition

fg enabling the undertakings set out in paras 6(a) and (b) of the
nain paper would enable us to work towards the aim of giving 12
nonths of work preparation under YOP to those otherwise unemployed,
although this could not be fulfilled in 1980-81.

ar'ld

4, The emphasis in the expansion will be on providing a wider range
of vocational preparation. Two thirds of the places will provide
work experience on employers premises. Voluntary organisations will
continue to be particularly involved in work experience through
community service and selected projects.

5, Apart from the fact that the undertakings would not apply to

18 year olds (although the Programme would remain open to them) the
rules of YOP would not be changed. The MSC has recommended that the
present rule which generally restricts eligibility to young people
unemployed for a minimum of six weeks should be relaxed for those
young people who are particularly unlikely to find work without the
help of YOP. I do not think it would be right to relax this rule
which guarantees a period of time during which young people can
look for work.

6. The MSC has recommended that the YOP allowance should be
increased from £23.50 a week to £26 with travel costs over £5
é?stgad of £4, I believe that in view of the greater proportion
Of% and 17 year olds who will enter the Programme the real value
he allowance should be redueed., I recommend an allowance o

¢
235 and travel costs over £5), which will cost £5.5M less than
Th
¢ Careers Service and YOP
7. i o, P
The proposed expansion of YOP will have significant implications

$2F the reers
Servie work-load and staffing requirements of thg L{g?scgentral

e : C .
Govepnpe which recruits 90% of YOP entrants. Sine heme to

rengthening S¢

he ent has operated a careers service st a
by :pzigg'the demands caused by unemployment; the sch?ﬂ?orﬁzlf;ggis
in Great EC,SI'E.int and at present provides'for 740 adg:dlfor o
wln. The expansion of YOP oints to a n

(CONFIDENTIAL)
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vy Inaustry (CD)
un . :
me subject of a review designed to define

. 14 : : :
o is a'rc'olie and objectives, and its relationship with vop

" sents a cost-effecti isi

opter owever represen : ve provision for

rﬂrg ?chiarl; disad\{antage? young Pegptlhe in need of the tempor‘;}r{gse
ticu A prov1§1€5' recommen at CI should be expanded i

gmploymentsl o provide 7000. = ; -

er e RISE 1% S GAmin
communit
; c;g giffers from STEP in the following respects:

i) it will be nationwide;

4i) it will place more emphasis on projects related to
improvement of the environment. 1In order to facilitate
the involvement of private industry environmental
projects which might lead to some indirect advantage
for a firm as well as benefit to the community would
no longer be excluded,

jii) it will aim at greater involvement of voluntary
organisations who will be able to recruit full-time
temporary employees under the Programme for two purposes.
The temporary employees could themselves assist with
projects or they could be used to inform unemployed
people of opportunities for voluntary work on a part-time
basis;

iv) it will include an experiment in funding and encouraging
community enterprises in areas of very high unemployment.
Within the total Programme there would be an earmarked
and separate fund for partnerships involving the private
sector and community bodies. MSC would contribute to
the wage costs and arrange training for workers involved.
A condition of funding would be that workers should be
recruited through the public employment services, who
would be required to consider the suitability of the long-
term unemployed to fill such vacancies, perhaps after
training. The fund would have a ceiling of £2m in 1981-
82 and £5m thereafter. MSC would keep in close touch at
national and regional level with other Departments with
an interest in this experiment;

V) priority would continue to be given to the long-term

. 12 months, unless
uUnemployed - ie those out of work for Sl
they were in the 18-24 age group when the criterion would

: be six months. 18 year olds would now be eligible.
ob Releage Scheme.

10 _—

h . t
fop mef}“w“e reviewed the scheme in early 1980 we raised = §g§ %:Tieve
thay e %10 aTe not disabled to 64, With higher unemp eYTICy
Peo °uld now do more to reduce labour supply by 7€

u rom : : i for the
"employeq ¢ labour market and making jobs avallablge age 1limit

I therefore propose that we should lower uhe 25 —===
(CONFIDENTIAL)
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for one year from April %981. The additj ’
por MR £2 i; 1-82 compares with 220m If the age 1imit132§1p°35“
glom 10 g3 i the age limit was reduced to 61, o

of 63 ang éisabled men and 59 for women woulg continue? WEe-lindts
o

: Short Time Working Compensation Scheme
a
Tem or >
: cheme has risen sharply i th
ost of this s¢ : - Y 1n the last few mont
L Ege gf an upsurge in applications. I have considered two Optiogz
pecd

ex;anding the scheme, but I have rejected them because of the
for

costs involved:

i)

There is pressure to extend the maximum eriod of payment
Trom 6 months to 12 months. Many firms elthep have
exhausted or will soon be exhausting their entitlement
while the recession is still at its height. The cogt

is estimated at £100m in 1981-82,

ii) There has also been some pressure to remove the lower
limit of ten redundancies which was imposed in I1ine with
the statutory lower 1imit for the notification of
redundancies. There are therefore no statisties of
small redundancies but, if a relaxation of the rule brought
5,000 extra applications next year, this might prevent
25,000 redundancies at a cost of £30m. Since the
administrative task of checking the applications would
be no simpler than for larger applications 70 extra staff
would be required.

12 I have considered the arguments for lowering the level of
reimbursement from 75% of normal pay to a lower level such as 65%.

I believe that it would have been possible to make this change if
the scope of the scheme was being expanded in other ways. Since,
however, no expansion is proposed I believe that a change of this
kind would incur severe criticism on the grounds that the Government
%as reducing the amount of support available to firms facing short
term difficulties. If the reduction was to 50% reimbursement (as
Pgas been suggested) this would be bound to have a marked effect on
the acceptability of the scheme to the employers and workers

lg;ﬂ"e‘i- A reduction to 50% would save £25m in 1981-82;
would save £10m.

Voc

ationa] Preparation

13, 1 . i ds
YOcatiggaGovernment must take a decision soon on its attitude towar

Jobs withl Preparation for young people who would otherwise enter
In viey little or no systematic training or further gdggg éon.

0 conr+Of the additional bida involved, 1t seems approp are being
taken g 0oX UVP for 1982-83 and beyond when final decmlonintil after
the Ngo pindUstrial training policy, which cannot be done arly
announcezeetlng at the very end of October. Howev§r, 2ne:ationa1
asong, 't ©n UVP in 1981-82 is urgently needed for op

Sk : t the
Gover‘nm:gtc:1 the Secretary of State for Education I’ecgg‘mggg :g:ent of
% Should support the programme in 1981-82

Tow
- Because the take-up rate might be expected t0 &

(CONFIDENTIAL)
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during the ear‘ly'yeav’r. of any new pp
future years, this does not involvg gg;':mme.
d within ggr‘eed expendiLure totals g
MSC and with contributions from DES’:

> unlike

8 Up to
can b€ foun With the major

- . b} A and ¢ :

; 18??1025. Lxpenditure would only reach §im if ?t h(r?-oi:gttmh
P elsh, =45 mount programmes o that extent and If the WSCop tn
ﬁracti922 Departme“ts in the event could make the funds available' i
P oabl .
gduc?

11eagues' approval to this proposal for 1981-82
5. I z::lgoannouncement can be made. % 50
at an
- 2-83 and 1983-84, £5.5m and £8m respectively is available
b agreed expendltur'e totals.' We think the programme should be
yithan at a faster rate than this and that we should advance

expande i towards making vocational preparation availab

el g able by the
progr?siée dgcade to all young people who might want it and who}s’e
end O rs would be prepared to release them for it. We propose

emplzg;ure of £7m in 1982-83 and £12m in 1983-84, ie additional
expe ¢ £1.5m and £4m respectively. If the Government decides in the

b@gslgs()s to pursue tbis objective anc} cover 75% of the target group
T; 1990-91, it is estimated that public expenditure of £40m would

pe required in that year.

17. The MSC has proposed to me.f'ur'ther expenditure of £1lm to support
:r;e schools Council in encouraging schools to step up their work
preparation 1in the light of YOP experience. I do not recommend this
sxpenditure. However, such work could usefully strengthen develop-
Tents on work preparation in schools and I hope that DES will consider
how this could be supported within existing resources.

Energy Efficient Homes for the Elderly and Disabled

18. When Ministers considered a study by officials (H(80)53) of a
possible scheme for using young and long-term unemployed to improve
the insultation and heating of the homes of the old and disabled,
they saw merits in such a scheme, but since additional resources
¥ould be required, decided to re-consider the proposal in the context
of other proposals to combat unemployment.

m
The arguments for and against the scheme are as follows:

i) Employment. The proposed scheme could operatg at various
levels of employment, depending on the financial resources
available. As recommended it would provide some 2,500
Jobs, but to some extent these would be prg}\gldedgi;a:‘he
éxpense of existing and potential jobs in the re g
contracting industry which has been hard hit by reductions

in Government funds allocated to insulation work in
1980-81 .
g At this level of employment,

More efficient use of energy. o draught

the proposed s 1 timated to provid
Proofing in u98h888 ;gu:zs per annum, and loft a0 tigk
insulation in 40% of that total. These measufies w?grt
Sr)able recipients to achieve a better level of com ol
PlthOUt additional expenditure, and in some ca:eséial
educe theip energy consumption. However subs agation and
energy savings can be achieved through loft insu

(CONFIDENTIAL)
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nd pipe lagging under the Department of

: Envi
nsulation Scheme. ironment's

tank 2
Homes I

e to old and disabled

o assistance ed. The propos

Furt ould benefit householders, who are pensigne(re'cs1 in
of either'.supplerpentary benefit or housing alloy-
d others in receipt of these benefits who get

3ii)

ances and, . P :
certain disablement and invalidity benefits. It would
tnerefore help to ensure more cost-effective use of the

¢p00m paid out by DHSS in heating.allowances, and reduce
pressure to mcrgase social secur‘}ty payments by more than
the present commltm‘fnt }:0 update in line with the fuel
component of the RPI. However tk.le Homes Insulation Scheme
has recently been a}mended to assist the elderly on low
incomes by increasing the rate of grant for this to 90%
of the cost of loft insulation and tank and pipe lagging.

19, The main problems are:

i) the estimated :mr}ugl expenditure of £30m involved is more
than can be justified on employment grounds alone. The

labour costs are roughly comparable with STEP, but materials

and administration amount to roughly twice the cost of
labour. Therefore some two-thirds of the expenditure would
have to be justified by reference to the second and third
objectives in the preceding paragraph.

ii) a further problem is that the given estimate of cost is
very Aensitive to the proportion of houses given loft
insulation and that the assumption of 40% is not based
on hard evidence. If the cost of materials turned out to
be a serious under-estimate, this would also bring into
question whether the Secretary of State for Employment, in
exercising his powers under the Employment and Training
Act 1973, could satisfy himself that the purpose of the
arrangements was to provide temporary employment.

o run the new proposal alongside the existing Homes
Insulation Scheme particularly the latter's new amended
Scheme for the elderly, could lead to confusion.

20, . g .
in thSO;eall these reasons the scheme is not proposed for inclusion
1SC commended package because the cost cannot be Justified as

eXpe
Yo be r?lertldltur.e for employment creation. If the material costs were

$Ponsopg agr(?m Other Government Departments or by individual Gfs ==
eatype in in the past, home insulation work can be expected to
the new E-I—S,proposal.
&y
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; MEASURES AND UVE Table 1
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ACT ON UNEMPLOYMENT OF EXPANDED MEAS
ﬂMMﬁSlEOgEé¥gTER PER ANNUM iy
. g7 TH

0 > OFF

::,150

; 1980 Survey Prices

Gross ¢ 2
e ost Net cost
: per person Per person
. off ;eglster off the off the
19’81 arch 1982 register pa register pa

um
-esisti
yareh

£ s :

youth Opportunities
o programme 138,000
§,000 community Industry 7,000

17.000 community Enterprise
1éy

Programme 25,000
57,000 Job Release Scheme 77,000
13,000 Temporary Short-Time
i Working Compensation
Scheme 33,000

280,000

ghese are DE's best estimates of the direct effects of the scheme on
bloyment and the PSBR. They depend on a number of uncertain

o efgzions and the estimates of net costs are subject to wide margins

;‘;COu:}geZ? figures measure the effects of the scheme on the PSBR, taking
litiona) Inthe savings in unemployment benefit and increase in tax and
i surance receipts, which result from their direct employment

Hlects, ;
No allowance is made for European Social Fund receipts.
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