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1. If ten iritelli<ent Conservatives are rut in a room and tod

to con Out ' l t!1 nSOiuti Ons to inc uriempio vent problems tLat

involve spending no more tax payers' honey, they will inevita oly
cc=.e fcr;;ard v%i th two contrasting sets of ans,';ers. First, that

there are no n e't' solutions other than the basic reouirements of

1Gor-nr „aI-es for -ne unsk_illed, r a  i  Sing  tax-thresholds, and
producing .,,Ore .Bric,isn Foots and Ser V_CeS t gat are marketable in

both :ality  and  price Second, that the solutions have to be
ra tic since all the obvious, and s= n Of The less obvious ones,

v ady been Tried. Tr ese drastic solutions  may beaLr c
cleCtC,_ a11y u_-.sonu ar, i _volve a fur deg_ ee of acv rnment

r. nt On, and .;7 i1 cost the ? r con al + n r n  the
net  cos,  any  not  b e that  great.

2. C group '+ as  no  di ferent. There was a .t _'c-- str an  d of

be'  4  that the _rabI_- ' Of 3 to 4 million eL c ould in the

end itself out, as a result of the s gec_al .- es a roaty

-?=envoy ove__ _-cnt, the E owth of the black eccac_.y, the slay
e Ce from recess t on and the develoamient of the nee'; "third

in s : rial revolution" roduc is - both manufactured and service -

i? e U.K . In this context the =- GUD noted the

.-historical fact'i Jt ' ri  e^in n f pin en' L .t"a u a U %_-e O `- 22__i O_ u 1E 1___Ete __ th cen u_ y, E ;o Of the

ro slat_n ;;Or=ea On  the  la? d,  i n caner t0 rovece f ooc for a
population one-sixth the size of today: now only 2' work on the
lard. In the early 19?0s 700,000 were in domestic service, nors
only a few' thousand.

Large nl Ders of the population have been displaced from one
industry, as that industry disappeared into the past. Perforce
trey rave found work in other industries and other Darts of the
country. The same ;.'ill happen gain, but it is 'a very slow
process.

3 . C?n the other hand, there was the naggi ng worry : what i f, as a
result of robotics, the lateness of response to change in Britain,
the lack of mobility of labour, the poser of the unions, and a host
of other reasons, unemplo sent remains at and over fifteen percent
of  the  w-;ork-force? In 19 4-°5, will a Conservative Government be
able to tolerate more than a million unemployed under the a_`:-e of 25
at a time when the recession has ended, GLD.P. is groing at 2;' +
per annur and inflation is at 5* and falling? In short how, when
we are re-Elected, d0 we turn toddy's to er inflation into tomorrow' S

lm;er unemployment-rate, if unemployment remains stubbornly and
historically high as the O.E.C.D. countries come out of recession?
it is absolutely plain that manufacturing industry - and notably the
smok:e-stack industries - will never again emplcy either the same
nu.zmber of people or the same proportion of the working population.
'p'ie shall not be able to relate economic grow=,-th to industrial
enrloy^;ent. The Government must -NOT hesitate to ma-e this clear.

4. It is in that context that rrcrosals and ideas are put for:ard
in the attached Annexes. 'p'i'e do not see anything in our proposals
-,hat will necessarily find a place in the P,-anifesto: we envisa e
our rrcrccals as being primarily a series of continrencv D ans for

action
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action, if  = eces Irv  in  s a C _ r19'4  G; i:aid --ai_ -r;_  T b Gl:' 1Q  of
cpntiT,u-in-T hi _,  and ro o si o! v increasi n' r GT.-G G went.

The remainder of this retort consists of a suaccary and,

cC-_"etires , a rationalisation  of  the  'roresa  l s  in  the  Annexes.

5. .1e -_ouc -? s ,_re-occu-nied Tn the need to  net the Young

Cr1 01- e ve r  1r_tp e i1t OI er_' E 1 _m0',', _.ri e E 1 ith

_1e 17 or i  year  o! c , Six ccc rs = c ed, s l fps it to a
routine of -+_n l c - =t tt is rd  to  to

J . MoD,  and  u-1c_"l es a s O1  C ,_Dl e, nn
stJ _ _ tics show t _, _t the _:cs t .;Grryi _g s ect i s g_ o h in long-

l.;
_

_
m o v- r- the

e :cl v" Te O_ G 1 1Gns _ ceded  to  be -'ash

^:'7 ^p-'C' sv d e O ! r lrain7 _ i Ie.

Ceoc e ,' Cl - - :O ee-r' _ _ =eC t, o err Sc:

would. e .  vocational  tr i r=? _ 2
in the  civil or  __o e defence. o  L 'ax  or

r t,_o'al _ce :;cu-,': :e -raid in t his reniod  by  the  tt iraineeU.

ei :r_er of theT-+O inns' shoe _es ,;Dula be Cc 'rul^.Or'• l ,;cold

feared to the trainees living at hone and raid accordingly (-25 a
e  e  __ us travel alit, _Ce) . h o tiff pie vary or i ie_ rlo _.:e It

De_ efit would be vai_a l h se 1 Uri ho had beene to o in e er year, who
offered a place and refused.

P

r

Oe

These ideas are developed in Annexes A and B. B specifically

deals with the cuest1Gn Of rio'-e and civil defence. it7e feel `hiS
=St, be  examined in death. We are ._,-.are of the broad sus,, icion

attaching to the location of American-Gated nuclear missiles in
Britain,  coupled  with a total ignorance as to basic self-preservation

or civil defence in the event Of a nuclear attack. There must be
a strong case for  bringing  these strands together and offering the'
trainee an option to learn about civil defence, with regular short
refresher-courses thereafter. The fig-ares  emoted  in  Annex  B are
primarily taken from , Ork done by h.riri CO COllombatto of the L.S.E.
in 19  -0 They shoe,  place-_ ents  for a minimum of  600,000  young
r'eople in Co=unity Pro_ra:::,e activities.  We  have included  100,000
places in the home/civil defence option in this total, added 7:, 000,
ad:,ini strators and arrived at a net cost of

E_ 8 million for 67, 000
jobs (i.e.  P G45 _.a. per job).

We fully ear-ect our  figures  to be di sruted by the
The only reason for cuoting ball-park figures, t:r!ouch,
some idea both of the mag_n_itude of jobs available in a
co=unity service, -id of the costs.

e :perts.
is to give
scheme of

There will of course be strong union oD-oosition to this
extension of trai_nind cc_- 1ty  T rogr es at 1C"" v:a es. e

su , est tail  the  1.  ̀ .'. are publicly involved from he outset by

avid Young who appears to have a gift for  working  with union leaders.

6. Still on the cuestion of inducing the habit of work we have
u _esied co ns1Gerane  in  ±ne Lj budget a ! i ter tti eS__O  d  for t le
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i . , Tent  of t - -;"  and n. i . C. S. for those under  10  - perhaps £2, 0 3 n.".

iT t0 y O y Ent o- •=-x- coi_a cecome :'lore acceLt_D, e as

wa-es roved up after two years' employment. '7e appreciate the

_Z difficulties  end  Therefore suggest a two-year trial. e
accept the need not to lean heavily on the black economy; indeed,
if it vere not for the black economy, it is certain that the retail
market - and `;,.T revenue - would not be as  buoyant  as they have been.
On  the  other 1«c, the 17/18 -Year old rust be encouraged into the
r 0i t of haying taxes as --,;ch as into the habit of; vork. .Jaising

t 1e n` e, Ol n t-ere=ore, to e=-clue all of those in
a  ticeahir, training  Or  loi.- -i d or-_ 1o--r- ,.he I_rsttl,- o years

a_ter sc-_ool _ ` ell  be  a __ CG y tt' a - " Si r_l cr  y, i n

we  a t. a;_- ioliCay for i -;o ye ars on s-_all r -1 - ses

started by l w_ng =u!l- t--me education.

n  ,x , -rte inevi bl v s  tress -`,e need for  better

c
7.
e'ilc a er  r  oI for CDs.  c ri r=

!i" s SG J- a !_ ve "C.,_e Z' ro  V_rt

C ec a it 1 Gr the existence  Of  Lord e of 's rcu?p.

oblems of those in middle age, either when declared

edU d t or wishing to  m.cve from One industry Or part of the

co-?=1 27y Uo  a1 Gt  er, re tly concern ned us; w- :e felt they received less

attention than either the school leaver or the near-pensioner and
fret they could be in the worst situation of all. `,-Vha-t job-prospects
are available for the forty-year old married vfth t'yr'o children at
school, living for example in the `nest 'L_idlands, heavily mortgaged,

skilled only in production-engi-_eering in the car industry, and
declared redu6a-nt because of the endemic do-,a turn in that 7..ndus try -?

We  did not wish to add to the range of powers and services of
the  S. 113.  We  looked therefore - with no treat solutions - to the
range of voluntary and professional bodies to provide "redundancy
counselling" and local advice on setting up new businesses. Our
suggestions are in Annex C. 4,e particularly thin) there is a need
for private business schools and for all departments of Business
Studies in the State sector to provide short crash courses in basic
Business

E
anage men t.

We  felt there was a need for "Low Tech" courses - courses in
the 'reversion technologies' such as carpentry and pottery - to be
available for those who ,,.-ere declared redundant in middle age and
who had or wished to have one or two craft skills. Such courses
could be either at Adult Education Centres or at Love Tech Centres
privately organised by firms such as Job Creation Limited.  NEDO
Sector  Working  larties should be asked to investigate where there
were reauire .tents for particular skills, and to make their findings

0. hie are very concerned about the lack of mobility in Britain,

;which accen-tuaPes the "!G? v i-oou Divmde. o ease this we suavest
gnat occupational pensions Trust become fully trans_erao e rom one

;,OD TO an ot•_ er (annex is and tnat a simmer and auic.er system O1

no -se-conveyancing, and the abo! i ion, oT rent-control Annex tip
u_d ease one r,rooce it is essenseal roar,  The  person in middle

fa- e ,.Lo loses r; s oo in a ceclina noustryr should no 11 d

/:oimself
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_,=self trann ed ancjnst  his ova i wish in the  tOtire  that  cannot
rrOv_de  'rim with  a new job.

10. In contrast ,  we felt  that the  problems of those nearing
retirement  were receiving  m_iuch consideration f rom the  S tate.  V e
are co nvnced that  job-sharing  will  grow and  w e  liked  the Budget's
as_ociation  of job - release  with  this. As t his has, we understand,

little or  no net cost  to  the  -,:cheque~ e est t_^at

consideration is given in to extending this.

We  do riot believe  that  t r_e ,' e t Ou. d 1 Sl rte for

earlier retire eni cu i co'JiQ P_--i .'e i creaSi_,_ ?_nr o raF_event to

"_'_s end to its o',',n ei:pi ogees. Granted the longer li e-e:-, -ctancy
of i- is senex Ole t t the cover =ent should work, as an

e :" ! o er,  towards  a canon re it nv e 7 or  Doth  sexes:  say 62.

n ne fry chisel for Cable Television are let,  we  suggest

at C `id  e ra t ion is  g -ven t o  requiring
- e licensees  to  carry

_rtter-reactive educational material, suitable for vocational training

for  yd rg  people and for craftskills and hobbies for those sharing
their Jobs.

11. In ! inex E, we look at pension-contributions from, another angle.
Currently, employed people can put up to  11511-"-f- of their gross income
into peril; on-schemes tax free. In cases where the company scheme
only absorbs ,;_ of gross income, the employee - particularly those
in their fiftiesv; who have reasonably high salaries and have shed
family responsibilities - invest tree balance in Additional Voluntary
Contributions, still on a gross basis.

We Su est that individuals should be allowed to divert some of

this Toney - say of incir cross income -e.a. - away from pension

fund contributions into e _iisinesS _pansion eneme. 'r11 St there

are  ew•, people iei u today v;itn much free capital, there are a greater
number with relatively large incomes. They should be encouraged
and allowed to invest, as a gross deduction from monthly payslips,
in the equity of small and start-up businesses. This is preferable
to giving a close circle of pension fund managers even larger sums
of money to dispose of. There will be no loss of tax-revenue to
the  inland  Revenue as pension fund contributions are already invested
gross.

12. Vie further suggest that these sums should be investible in
;.ar,erships as ,-;ell as in companies.

The further encouragement of small businesses occupied much of
our discussions. `r'y'e were impressed by the work of Job Creation
Limited and the enthusiasm of its C airman, Paddy Naylor. 'r e lured
his emc'_-asis on providing advice and services for the start-up
comp-.ply and we agree with his coim ent that one of the problems for
the start-up is loneliness: it is easier to set up business in the
coL_ real atmosphere of an old textile or steel mill, where others
with the same ambitions and problems are just over the partition wall,
t _-_-re the lease is short and simple, and S' :ere coomunal financial,

t" arc canteen cervices are supplied. 117 Such condition ere

wi1l



will  inevitably  be _ 2 ge element of tax-free bar ter. This must

not be surrressed by the  Inland  Revenue.

We  accept that the recent Budget has gone far to meet objections
concerning the Eusiness Start-up Scheme. re still think that Britain

has a very long `..ay to go be-Fore we reach the necessary point where
e y C rs of  the family as S' ell as  outsiders can invest a rortion of

gross income into "good ideas" developed by a relation.

rr--ackii?gig  s: all businesses fromber of ideas abou  t -an.  -

and = are cp airled in rusex  F.Gc-Te,--:--;eY_t  e_ _ er s the ,-- _
We  a_-r::-_cate  -that t1 f)-  ;rill a_=use objections not least  from  re
Inland __evenue end I ocal au=ricr i ti es. s, nC'," cJer, ! vE LO be

a rm if is to catch up C i C_riy Z!!e `rGl:-rd e have lost in

t^.E list thirty ye ars to in t, c_tio al CO:= eti :ors re and  to
l

she G`e-ri •l p.of s, ,.al l b;ti '"i°s:2s =pr r, c. t=1' -- .i e ZaD E  c7 OOdS °T"'id

_ vices and, as a by -pro uct,  creating  -CCS.

13. Cur terms of reference asked us to look at the nemNloy_' ent

statistics and at  regional  policy. These are covered in  Annexes
G and H. The easiest thing to say about the present statistics is
t rlds.rs t allo  the  r

e t'  heL t they g_z e t__  Government men . c; o  of  al_ possible
They emphasise the headline total of -unemployed without giving the

public - although the figures may be available to  the  experts -
any idea of where jobs are growing, what s1---ills are needed, The
relative  growth  of part-time jobs etc.

The headline total pushed the Heath Goverment into unwarranted
reflation, has resulted in regional subsidies -that have been
ineffective  in  terms of emplo-, ent and of cost, and has given
Oppositions  a monthly stick with  which  to beat Employment L inisters.

We  suggest a much wider "disag egation" of errrc l o•yrnent a-nd
unemu ou en t Iisares to De  DUD  ished monthly showing inter a ia,
where emn i ov ent is growing what -oronortion of une 'bonus ation are
an  - .'i . b. Co=unity -rcara=nes or other anecia- r, ?n w ovment IL easures :

no';; many are caugnt in noveruy and unem'ntovr ent trans. (taut Ior

the  exis  Bence oL 'ierence Higgins Group, we  would  have spent a long
time on tax thresholds and the poverty/Uremploynent traps. tie
recognise that these are of  paramount importance  to the ""habit of
work" and to pricing people of all ages into jobs).

We  suggest in Annex G that independent consultants be
commissioned  to produce ma_npo°;er assessments on individual services
and distinct parts of certain industries. Conscious of the impact
of new  technology  on jobs, we believe more information is required
by teachers, parents and pupils in secondary schools on what skills
are needed in the years ahead. This information  must  be regularly

unnated.

14. In  rent ex H  we  recommend  a pro ressive chasing-out of Regional
pevelonreent Grants. o.-:e part of the resources released (and there
could re a net Fain in -nis to the ire.su_ry snou_d De used on the

develo-e-n_t of 'l ocali sed oints" - centres of excellence  an
the %r i_ands O- e re-ions s,.--.:t ,%-i ll ofi er everything that London

`can d
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and  the So u -h-East  can  of f er, plus cheaper housing and labour,
better  scenery  and  few er _,eocl e.

e do not believe we can Just accept that all development of
cc.m-rerce, services and  manufacture  be concentrated in London and the
South-East. Therefore, a magnetic mull back to E_nchester, Leeds
and Cardiff ust be Cr rgh1 about that ,rill be strong enough to provide

cou__ter-=ttrac i.ior s. Good COm- icailons are essential, and each

growth-point must be as sel_;7-sui I icier t °s  possible  in order to

attract  the ea:'Cuart rS  of  _cr e con :ryes good la',  ja rs,  accountants
are so ftllare tureen. -ir _ C=al arc m U_ra-ce e r'ces. ann _ere S

.'I".G ar'e a- b itious 0r tr' it  CF"!- lren.  This ''!not be do_ e just by
large grants to c='_,i ;,al- _ cilrers. It can only be
c o-_e  by a CC.' m r:.ent to  develop  cep tires of excellence that can Hold

C  _ on and th t ,'.ill a. so havet _ _r s up in co _ arisen „_th 11-
re  C,  :.1 s t,re g "I-I,_  an d i_ itia ti- e.  unfulfilled  e . here.

c believe ._.- ` el O .t w 11 h re  to  Ce the  work  o f a e oral- -
Go r: TMe_n v L t, and we look with m merest at the Fork of the

CC iS!1  O_ Ce in  Scotland COtl "!d tier se  as  arC`.','tYi-pCi 2t.

15. _rie fi al ex I deal S with capital exienditure byGove =  '"ent

and, in a general with the need for .:!ore public works. The

Group ail agreed that capital and current spending are still confused,
both in funding and in presentation, in the -2abl is sector in a ;Iay
that would simply not be tolerated - either by the board of directors
or by the s toc --'market and f nd-r ana?=er s - in the rrivate sector.

, e suggest that the next Conservative Government c tinges this
radically in the  19'_4  budget and accompanying Public Expenditure
,,apers. e believe that such a change - divorcing capi tai spending
from the current account - will be beneficial to funding re0uirenents,

as  well  as financially correct.

The call for more spending on motor-t-.-ays, and se:^w`ers, and the
clearance of inner urban decay was felt by the Group to be a crisis
measure - something for the Government to undertake in 19 ^4/95 in
the face of continuing very  high  u_,err,rloyment accompanied perhaps by a

lov er of de Land.  it ,;a a,7 e d, t,t _1G ti gh, i t  1aL, t  Britain  h as  Spent:g re
less on infrastructure investments  than  out industrial competitors
and  that,  in some instances, such as the absence of good roads from
the Li dlands to East Coast ports, this adds noticeably to costs.

I vestm-ent in public ,,works has a low import content and provides
lobs for the unskilled. ts it takes several years for major

construction projec;,s to get underrvay, we suggest that the relevant
Departments make their contingency plans now for further capital
spending of this type.

16. Conclusions

if -an-employ .:ent remains very high in 19°A,  we have suggested a
series of  measures  designed, inter alia,  to get the school-leaver
into the habit of work, to help small business  and to produce more

/unskilled



ur.s _illed jobs in the  construction  industry.

' e v e not tried to rival either the Labour claim that they

will reduce ure._ployment to 1 million or the SDP claim to reduce
it to 2 million in a few years. The Conservative. Govern cent and
the ?"anifesto ! u.=t 7ke a virtue of such honesty, sutiported by  the

IEdr_e "hat, in recent -co- ls, out half those  interviewed  did

not believe that any Gov-e=e' t could affect a iemTrloyment

subs mow?.' ii ally.

We _ '_c-1I&? 5  c-1-car l - cly that we  care.-  and_ v- o1+n _c- - t  c-1-car

Ca, e -ly - out t__ r o t. the i e ,;e -u-t chow

that unattainable tin--- es  o  re '_'C2  un  Cni are only _ ools'

gold, the only v;ay for..ard  is  by  a cries of ecial  measures
designed to meet the  challenge  _ _posed by the I_ei'; techin'ologies.

'ne SU eat „__the next Cons.ervati e roTF- -.-_nt e i nes

r n y the
c

._ -_  if  ul_- t s are --not  to be available  for

ev - T cne  r<Ot; do -,; e nel r, to ! -l e  and  O ne  for
tre productive use o

f
the tin v_ en  they  are not  at  cork?

n oEducation and training nor the n gel i  g: e  nt u  s  e o  n'r';Cir -inv  t  i  _. e  -

and t !e diversion of those hours into the continuing acouasltion of
=ao;`;ledge and into  1  earning, for exa__:ple, crafts -ills, PlY and foreign

langu.ares -  will  become of great import--nce. Inter-reactive Cable
Television sr_OU { d, ;:e be! icve, have a 'tamer role to nay in bringing
"training for productive leisure" in to the home.

` ;ew technology : _eans that the scene and the  solutions  are
changi r g rapidly.

"The end men looked for cometh not,
rnd a path is there where no man thought."

This will be  even more  true in this industrial revolution than
in previous ones.
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YOUTH u;vE_,.FL0Y;_Er'T ,  EDUCATION  AND TRA IN,!:\G

1. YOUTH U' ,'r!,OY „Ei T

There are two special reasons why the under 21 age group finds
it difficult to obtain jobs. First, the standard of basic education
has deteriorated and needs to be improved. `any school leavers are
unqualified even in terms of the simplest rearing, writing and
ar; thmetic. Secondly, the entry level of wages in Britain is
currently  65 to 70% of the  adult  rate. In Germany it is 20%%% to
40% of the adult rate.

It is vital to -prepare the young with better education and to
price them back into relevant job training and recruitment.

2. EDUCATION

(a) Teachers still tend to  concentrate  on education as an

objective in itself. Few schools see preparation for
a working life, be it in management or on the shop
floor, as relevant from the beginning of secondary
education.  More  schools are paying attention to
careers at the very  and,  but this is not enough.

We  would like to see the later stages of schooling
putting more emphasis on leadership: on setting of
priorities as well as basic business skills so that
pupils may be better prepared to manage others: and
on teaching the background requirements to starting
your own business.

(b) The Youth Training Scheme (Y.T.S.) will provide some
o' the remedia education necessary for even the
simplest job as well as general courses on and off
employers' premises. In addition the Technical
Educational Initiative should be encouraged in its
proposed provision o technical and vocational
education for 14 to 18 year olds.

Information Technology Centres, providing a one year
training in computer and e ectronic skills, will be a
useful part of the armoury.

3. SUG ESTED OR AI.READY ACCEPTED RE?',.EDIES

We support the urgent development of the Y.T.S. It will also
hopefully encourage the habit of work.

We would prefer to see it regarded as a further year of education
rather than the first of employment. Jobs which do not lead to
permanent employment are unlikely to be popular enough to create
enthusiastic participation on the scale needed in Y.T.S.

Because of this, what comes after Y.T.S. is of vital importance.

/4.
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4. rF-LA'_T COMES AFT R Y.T.S.?

After Y.O.P. 40o have been acquiring jobs and another 10i',
have gone on to further training. I t is thought that within one
year between 70 'end P0% actually acquire employ ent. Individual
company experience confirms this.

Simple career training will be adequately provided by Y.T.S.
Some industries however require a tosser period of training than
one year. In this res-Dect the apprentices rip  schemes  w=eed  by
the Electrical and igineering industries, probably to be followed
by Civil EngineerLng, offer a considerable hope.

European Council is increasing pressure - or c0mpulsory two
year training, the second year to be completed  before aEe of  25.
,We G ov! d prefer to see the emphasis placed on provision of The
O LAST pity for further trainin The second year should follow

iT""edia ,e-y after the year of  11.1-T  .S.  and be used to e_lcour age the
develctiment of more apprenticeship schemes.

There are other  program yes which we believe should be  given as
much encouragement as possible (for greater detail  see Annex B) :

(a) Community Prcgrame

(b)

There are indications that the Co=unity Programme
will find it difficult to provide 130,000 places by
the end of October. Union objections were  an ticipated
and have materialised as forecast. These must be
overcome through much more public pressure on the unioi_e

Every effort should be made to increase the scale and
effectiveness of the scheme. It should contain an
educational element, and should include ancillary work
which would not othenvise be provided in education,
hospitals and care for the elderly. For such jobs we
believe the calibre of people who can enthusiastically
become involved is not particularly high.

Home or Civil Defence Pro .ra'mme

We understand that a possible alternative form of
Y.T.S. with the Armed Forces is under discussion, and
a camDaign has been launched for the creation of a
Home Defence Force with up to 700,000 volunteers.

Both these should be considered seriously.

Yost participants in these programmes will be resident at home
with their parents. As with apprenticeship, payment of about £25
per -v,eek plus a travelling  allowance  of say £6 should be sufficient
for the Co=unity Progra:l e.

We discussed compulsion for all to participate in one of these
pro:r- :es as a second  year scheme  to Iollo Y.T.S., but decided

a=ai__st reco--~--: ending this.
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We  believe this to be an import,--,!zit consideration if w-e are to
increase substantially the creation early in life of the habit of
work. ',re draw attention therefore to the following:

(a) 1=2 i 1 ,, a e s"`

School leaver -,-,age levels are currently set by ';.ages
Council _-,r,-- s. '•e z __rstnd that prior to the
l a s F  in  119'7 of

the _I,0  Convention  there  f s  not

prospect c an=?=''onior modifying the oaeration of
s Councils.i-rte_,2'e

We  recommend  that  the Government should think carefully
about the i Cp l i cati ons of renewal and in marticular

ensure t hat iii -L=um v,-age levels for inexperienced
people seeking first employment should not be set by
gages Councils.0

The Electrical, Engineering and Civil Engineering
Industries are all likely to agree entry rates for
apprentices  of a::%J - 27.50;  we  would  like more
industries encouraged to follow suit.

(b) Total cost to eanloy

After Y.T.S. or apprenticeshi p, take-home pay as a
percentage of total cost to employ remains very relevant
Until the employee is making an experienced contribution
the two should be brought as close together as possible.

If youth unemployment remains at the present level
thought should be given in the 19'4 budget, for all
employees up to the age of 19 or even 21, to raising
the threshold for Income Tax to .2, OO0 (at today's
value) and relieving the employer of National Insurance
pa  V-,! e  n t  s .

There is a partial precedent for such a move. Those
unemployed entering Y.T.S. will be exempt from both
Income Tax and National Insurance.

6. REAL JOBS FOR YOUNGSTERS AFTER YTS

The creation of jobs with future for young people must receive
help .  We  discussed ways of making  h ome improvement and similar
types of work ,  normally one off or done within the black economy,
offer better prospects . We  find that Instant Muscle ,  whether on a
cooperative basis or th r ough regular employment ,  provides an
interesting  concept ,  and ,could wish to see organisations of this type
helped to develop ,  perhaps through a strengthening of the Cooperative
Development Agency . Investments  in cooperatives should be allowed
to benefit from the  business start-up  scheme or the loan guarantee

sc he r le.
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7. ADVICE 'Lr,IAG ,`_T TTIidIIvG

It is particularly important to avoid creating jobs which are
likely to fail. Job Creation Ltd. pays as much attention as possible
to this, avoiding the setting up of enterprises which will take
employment a7vay from existing ones in the same locality.  Another
aspect of their work which is mach to be encouraged is making advice
available. Yost people w,iho start  small  businesses do not know how
to operate financially or legally and cannot deal with the problems
which arise r;hen they become more successful. i,'ider encouragement
of Enterprise arnd Cooperative Develosnent Agencies as well as
responsible landlords would help. This is van area in Which some
public money should be provided.

There are few places for the would-be business man to accuire
basic general management skills. There are a few MSC-su ported
courses at Business Schools and Regional M,-2 agement Centres and some

one day conferences and seminars run by voluntary bodies such as the
London Enterprise Agency. rolytechTlics and non-U`riiversity Institutes
of Higher Education should be as-ed to establish relevant short
courses and evening classes.

Private colleges can be encouraged more actively to develop
courses such as the two - day one on computer familiarisation run by
Fitma n  S.

8. SKILL TRAIL ING AND PLANING

In the U.K. forecasts of reeuirement for particular skills have
almost inevitably been wrong by the time those  people became  available

- if they ever did. This is made worse by the Skill Training Centres
providing courses to suit the available trainers rather than the needs
of the trainees.  We  think the cost of most of these could be better
utilised elsewhere. ri'here good tutors exist they should be integrate
into the existing Further Education system.

9. COST VSUS LIKELIHOOD OF SUCCESS

It may be argued about several of these schemes that success
cannot be guaranteed and that the cost might exceed the benefit.
We would suggest that a two year experiment, perhaps on a localised
basis, would be worthwhile. If the results are unsatisfactory, the
experiment can be discontinued.

10. r ALTIES FOR THOSE  WHO  OPT OUT

After the successful establishment of a fuller selection of
schemes both existing and as suggested in this paper, we suggest that
those young people up to the age of 19 offered a choice  an d declining
to participate should cease to be entitled to unemployment benefit.

0
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1 . Ou tl in e

In this paper, we set out the case for a nationwide scheme
of cosmmunity service, available to all young people who had left
school, normally lasting for one year,  designed  to link in where
appropriate with the Youth Training Scheme and  with  schemes under
the CcrmuYity rrograr.L e, and including as an option the opportunity
for a period of training in home and civil defence.

2. Such a  scheme  ;; Quid help inculc to the ambit of work amongst
the  young  u`-emp,oyed; would perform useful „asks at affordable
rates of Day ; culd broaden the experience and  enhance  the

"life skills" of a ,Wide on of young people ; and could

yelp significantly t0  en'ha ce  inc  defence of the .:_- iced Kingdom
ho- e  base.

There are currently  on any view over 3,000,0000 people out
01 7;ork, including school  leavers .  It is likely that this

figure  will rise before  any significant  decline begins. Of

the cu rrent  f  glare ,  over  1.2 million are aged 24  or under.

4. In areas  where such service is not  currently  provided
and  u n ion opposition should not  be sustainable,  there is need
for provision of service  to the co= unity at less than going
market rates .  It is well recognised that wages, especially
for young people ,  are too high - boosted by habit ,  levels of
expectation ,  and levels of  unemployment  pay .  The scheme of
nationwide  co; n udity service  would  provide an acceptable
framework  within  which  young people could be organised to give
such service at rates which w-;ould be afforded by the nation.
A study by airico Collombatto of the London School of Economics
'.,-,as  identified between  600,000  and  1,700,000 potential placements
for young  people  working in the care of the elderly ,  health
education  ((principally primary ,  nursery and special schools),
environmental conservation ,  maintenance and construction, and
skills development .  Such a scheme would in many ways be a
natural development from the Community Progra* e.

J• The form which a nationwide coLunity service scheme
mien uaa e

The training of young men and women for corunity service
and for the home/civil defence option described below would be
organised locally. rarticippa.nts ;ould normally live at home,
would receive a weekly payment of approximately £25 in today's
money, and a travel allowance where necessary of approximately
£6 per week.

The service w,;ould be maimed by a skilled and experienced
cadre, trained in the relevant sectors of social and co unity
service for which young people could opt. After an initial
period of training, the young person would be attached to an
existing istitution, e.g. a school, an old people's home, a

hospital, etc. , to s,:ors: with and under its regular staff,
/frequently
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frecuently on a one to one basis. The Collo-nbatto study has
estimated that the following fields could take broadly the
,=hers of young people set out below, and engage them in useful
and constructive work. This is essential. As Professor
lah endorf  has  e ar.hasized, such  work  has "got to make sense and

be fun" .
Lin. Lax.

(a) Care of the elderly: 250,000 500,000

(b) Health ( en •al  heal th, tally

h_andicaped  and  care o=. chi it ren ) 35, 000 44,000

(c) Education (primary, nursery and
special schools): 2707000 525, 000

!vironmental conservation
water  and  envi--=ent-al

control, waste and count rside) : 52)1300 1 8, 000

(e) 11:aintena`!ce and conservation in

urban areas (social, modernisation
and  en erg„ y  conservation) : 203,000 390,000

(f) Skills development: 37,000 120,000

T 0 T, ' 847, 000 1,767,000

6. It might well be possible to offer a  mix  of activities
including a

period of sport and adventure, which  might  be linkedwith a short period of elementary home defence training for those
who volunteered for it, but did not choose the main home defence/
civil defence option.

7. "Defence begins at r-one"

The promoters of the  "Defence begins at home "  scheme
contemplate that most volunteers with no military experience should
commence their training wi th initial train ing amounting in total to
a matter of a few weeks ,  bringing  them  ub to Certificate A standard
or thereabouts.

8. The need for home defence  and civil  defence

There is E owing recognition that one of the most serious
gaps in the defence of the United Kingom is the lack of any
substantial pool of trained  manpower  organised for the defence of
the home base. Britain is the only nation in ',restern Europe,
other than Eire or Luxembourg, which does not recuire all young
men to undergo a period of compulsory military training.  We  lack

any kind of Home GL.ard,  have  little organised civil defence, and
have  no  equivalent  to the "Total Defence" schemes of our European
allies. Despite the efforts of this Government, we have little
in the way of organised civil defence. It is not within the scope

/of
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of this short raper to develop more fully this case, which is
v ;ell understood by the Corema.der, U.Y. Land Forces, and Y as
been cogently pat in recent years by  two  ex-Chiefs of the
Defence Staff, Sir Neil Cameron and lord Hill Norton, and
last December by the retiring Secretary of State.for Defence,
Sir Johio ,;ott. The objective of the hone civil defence option

of national ccrecunity sew price would be to train a nigh proportion
of  ?.e1 and wo en, iolu tee ing for  this  onion, in Civil defence

and elementary local defence seal s.

9 - The - orm of  t, e  _ ome ce -nce /  civil deef ence option

o.-7,e and civil de=en-ice trai n__ ng should be locally based ;
carried  out not by the 2'E JJ. ar -orces but  by  a s_:ecial cadre

recruited from the 4-5,003 ceo tle  who  leave the armed forces
arn",:_a 1 11 y ; should use such___s situ tio'?s as sur, n us sc ools, the
43-"-, t erritorial ar- c  en,  t r s  and  .zrp_us _ aC  or  aecc _ ciation.

Trainees  would liv at  h,-, a_  thou -h the  trai_iin should include

a _ eriod away in c ms.

•  Young  me'  would  be trained in a variety of skills; for

instance, all could be given basic training in guard duties,
f_eldcraft, and the use of personal Je! pons. There would be
training in coeounications, first aid, and a broad range of civil
defence functions. The period of service would be between six

months and one year.

10. Voluntary or conrulsory?

We  consider  tnt the  whole scheme should be voluntary.
'rhatever the theoretical aruv ents, we none o -T us regard it as

tpracical politics to introduce a comrrulsory scheme. Furthermore,
although? there is a case for all young people performing some
service  to the co=unity, and the scheme should be available to
any young person ,',rho applies and not merely to those who are
unemployed, it is not desirable forcibly to remove from gainful
e-_rlo ent those  who  have a worthwhile job they wish to pursue.
But we thi._rik there is a case for providing that there should be
no unemrlo meet benefit or sutipleme ntary benefit for able bodied
unemployed people under the age of 19 unless and until they have
performed a year of co, nunity service in one form or another.

1 1 .  The  cost

The cost of both military and co :unity service schemes can be
roughly estimated under several broad headings:

(a) an  allowance  of, say, f25 given to each young person
performing co:rec-amity service ;

(b) the cost  of  rO essional supervision and training;

(c) administrative overheads;d) the cost of  esui ert;

(e)  the  cost of ls.

/In
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In s u ;_uary, the approxi to costs for a period
of 12 months

service might be:-

Social Services Defence
option option

Personal  allowance  ) 1,638 1,638
( JE:25 per week) )

rsn ' port )

(6.50 rs=r week) )

Stine nisi on cos vs
(Co:_TM tin!  t  y sews ce ai

a)
( of ence  at 1/10 /, 000 ) 466

ry _ I s Ura U on 1/20 7000 pa  3 50

Cost of Eauirment -

Cost of ?"eals 350

700

350

270

350

2, 804 3, 308

It will be noted that these costs are substantially lower
per  individual  than the cost of the Co=u_nity Progre, which
allot=,s E4,1_-00 per a=-um per person involved.  This  is  because
the pajnnent  in each case  is  confined  to £25  per  week  pocket
money , as compared  to an average  of  £60 per  week  wages under
the Co= unity Progra-e.

12. If the scheme were to provide  600,000  places at Tull strength,
and this would mare a formidable inroad into the youth unemployment
problem ,  end  if  100,000  at any one time were engaged in the home/
civil defence option ,  the overall cost would  be:-

500,000  C '2, 804 =  £1,402m
100, 000  C E3, 30„' = 330•

£1,732 gross cost

The scheme would also employ 75, 000 ad-m-n ni strators and
orgenisers, thus providing employment for 675, 000 people overall
at any one time.

The net  cost  would be reduced by at least the cost of
unemplo.ment/sunrlementary benefit per young person, say 22.50
per week for the a-_l ual equivalent of  600,000  young people, which
is £702m. In addition,  taking  the adult supervisors as people
whose absence from the job market ma_-es way for "a single adult

on average earnings" to obtain a job he would not other ise
have got, the savings to the E :checuer (see appendix.III of the
Report of the Select Committee of the House of Lords on
U_eLploy ment) would be some

/E5j 232 per annum
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per annum per job X 7

be:

_ `J92. G per annum.

gnus the net cost per annum for 67, 000 jobs would

Gross cost 1,7.2.0 m

Tess + 702.Om 1,J9L.0 m

63 p. 0 m

The basis for calculation of costs  and  the wo tential
numbers of jobs have  been  a ken from the study  by  rico

Colloaibato carried out in December 1950 and published by
the London School of Economics as Taper no. :4. The

allc;',ances have been substantially incre2sed, as _a.ve the
suDerve sion costs which he emU ovv ed. Set off costs have
been taken from the Fe  Nnrt of  the Select Cloil-L-ittee of the
House of lords on __emnlo gent.

7e erect our fin;res to be challenged but have ouoted
them as "ball-nark figures" for illustration-purposes.



b ;i::r  OY '_yvT IN  1,7IDT-)LE LIFE

1. David Young of the id. S. C. told us he regarded retraining in
the middle of the working life as more important than training
for school-leavers. Yet far less is being done in  this  sphere.

2. The Government should ini bate discussions  with  the Institute
of  Personnel  ; a_agers and other :Liter e: ted parties  with  a view to

develo:itag a voluntary code of r,ractice for redundancy co-.:nSe_ ling

by firms dec_ ring acre  t hen ;0 redundancies.

(a) Acce :nce of a _-,--,c--al obligation to provide co,.nsell ing
woul d stimulate Lrivate sector aVencies to ;provide a

wide  range of  pest redundancy services.

(b)  Job  Centre :  should be  encouraged  to a poi :1 t s1o`v__;Znt

Officer. ho w-,o ld be responsible for setting up
vol-an tary local counselling groups in areas ,.mere

• private sector services :ere i_nadeauate.

New  entrepreneurs should be encouraged as fof lcw,,,s:J

(a) The Depart --,ent of -mploy -ment should be asked to study
the possibility of pulling together the various bodies
in  the  public and rrivate sectors ,  local offices of the
i SC ,  Chambers of Cor erce etc .,  to establish local
advisory Groups to provide practical assistance to new
entrepreneurs. Such groups would include  bank  managers,
accountants and solicitors.

(b) Business Schools and Departments of Business-Studies
should be encouraged to provide a number of short
(6 weeks) courses in basic Business i;=anagement. These
should concentrate on the fundamentals of financial
management particularly cost accounting, inventory
techniques, tax and an introduction to the various
publicly-financed support schemes. A Government
contribution could be made by extending the TOPS scheme

so that all principal centres were covered.

(c) ;mere appropriate existing agencies should be encouraged
to provide a full range of consultancy services for
fledgling businesses.

4. ivEDO Sector Working Parties or similar  sect-oral  organisations
should be asked to under take systematic studies to see where there
were recuirements for particular skills. A prograsc e should be
agreed with educational establishments to provide appropriate
conversion courses for people Y.-ho were redundant  and wished  to
adapt their skills to the identified needs of a different industry.
Finance could be provided by employers ('public and private sector),
a- d by the Goverment through a re-distribution of the education

Win.get.
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. tILo ; Tech" activities for redundant people rho viish;ed

to become self employed should be promoted by:

(a) Increased provi sJ-on of courses leading to a City
a,d C-wilds eouuiv lent a'ualitica titan in a range of

Marti.`-an' and handicraft  skills.  Students mould
be exaected to :.._="e a contribution to to-ition costs.

(b) Friva-be sector initi= Ives to set u's Len  Tech  Centres
should ue encc-rared h ou~h t :e Co-orera ive
Le e-C t _ ency  and  ir:,s such as  Job  Cr ion

Such centres could,  o r ale, Trovide
+remas es a n d cooled services. In rtic l ' a

strong eti_ng ele --en, t  should  be ircluied so that

t o products d servi ces offered by men s v;sr e

sold in a u.ro_essioval m. n er.
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(1) We have heard David Young of the MSC say on many occasions
that employees in the K can now expect to change their jobs three
or four times in a working life-time, as opposed to the one or two
changes that were previously normal. This makes it even more
inrerative that occupational pensions should become fully

transferable as the employee, in mid career, leaves one job and goes
to another.

We strongly
Best that, if legislation is rea i ed, Gone rent

brings forf;,ard such legislation at an early stage in the next
arliame t.

(2) The aim will be for an employee to be able to take with
him, when he changes jobs, em DI Ayer and employee pension-con,trib ions

a_n full credit for -,ears of service to date.

The pension fund managers v; ill argue:

(fl
that  it is very  complicated  and
that i t is very expensive.

The Goverment Actuary will point out there are particular
problems in transferring from public sector index-linked pensions
to private sector non-index linked and vice versa.

(3)  We  believe the complications are great but soluble,
and that now is an excellent time to bring about these changes * since,
as a result of the rapid fall in inflation, many pension funds are
in a far healthier state than seemed possible a few years ago.

In bringing about this change, there must clearly be no plunder
of the existing rights of long serving employees who do not change
jobs. However, the expense can be dealt with in several  ways:
for example, either by raising employees' contributions (one Life
com-=ny estimates transferability will require an additional 2%
of salaries) or by advising employees when  they  join a new scheme
that their pension will be transferable but that there will be a
cost as a transfer fee in the year when a change of job takes place.

(4) An alternative is that the employee should be able to,
invest his contributions in pension schemes of his on choice rather
than necessarily in his employer's scheme. This would have the
adv an tage of increasing the number of pension fund managers and of
widening the range of investment options. L"any people would,
however, be tempted to invest in excessively optimistic schemes that,
in the event, would not provide the retirement-income that was hoped
for. t`e think therefore the argument for this is less convincing
than the argument developed in  Annex  E that the employee should be
able to switch a part of 15% of gross salary annually away from pension
schemes in to  investment  in eouity schemes such as the Business Starter.

/B .
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(1) We accept that the cost to Goverment of lm-;ering the
statutory age of retirement is very great,  an d we are not convinced
that people should in  an y sense be forced to take retirement
earlier than they want.

We believe that there ;-:ill in any event be a slio,:.,ng-dovn
of the age of retirement and cve eni can encourage his among

1 S C'•.•ii m loyees without legislation. Particularly we feel that

it is ecui table for the I etire ent age to be levelled out at the
same age for men and for women - perhaps 62. Ls ii is  established
actmmar; al ly that, at the age of 60, the life expectancy of women
is 4 years longer than that of men, it is anachronistic that the

statutory retirement age for ;,'o- en should be 5 years short of that
for men.

C. JOB SH RI G/JOB  RPLEASE

(1) Despite its slo: start, we are very impressed by the
experiment with

job sn_ari_ng. iF,e hope this will be continued andencouraged. it seems to us self-evident that the number of part-
time jobs will increase as a prouortion of all jobs, and that a
-Dart-time job is a very attractive option for people both at the
start and at the_ end of their working careers.

Quite apart  from  the training  that  is available at
polytechnics, adult education centres etc., w'e hope that inter-
reactive Cable Television will be used in part to make more
training available at home, both for work and for leisure-hobbies
for those in shared jobs.

(2) We are encouraged by what we have heard of the Job Release
Scheme.  We  think it advisable for the continuation of this Scheme
after 1924 to be announced as soon as possible so that those who
are now around 60 can start to plan the remaining five years of
their working lives. Job release terms should not be affected by
a wife's earnings.

(3) We were very pleased that the Budget introduced the
proposal that the  job  Release Scheme could be tied in with job
sharing for employees aged 62 and over. We very much support
further developments along this line.

We  question whether it is necessary to continue the `750. fee
to employers per job shared. Once employers  have  got the hang of
job sharing, the adrinistrative costs should be minimal and are
more  then  offset by the absence of a:csenteism.

(4)  We  appreciate that there will be a pension problem in job-
sharing. This can be dealt with in occupational pension schemes
at the same time as the transferability question is resolved as
suggested in Section A above.
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1. Our objective is to encourage:

A. Employment
B. Enterprise
C. individual industry and individual co:mvitment.

2. At present up to 15% of salary  may  be contributed, at gross
level, free of all tax to nsion fends. Furthermore, most
CG ; a_y  pension  schemes  take less than,  1 ''''_p 3 io from the EIDLIOyee.

3. The rrudent ei=,lcyee  will  invest the other 5% allowed to him
free of tax to p rc-se anything in the 'pension shop' - in an
Additio:al Voluntary Contribution (AVC)  scheme  or something similar.
It is  by  far and away the best investment he can rake because his
money is contributed gross, income on it is received gross  and  he

only n=ys tax when, as a pe -L-isicner, he receives benefits.

4. However, this means  that,  these funds are going to fund managers,
and others -v;hose investment policies are essentially conservative.

5. ife reconoend  that approximately  5% (one-third of 15`%) presently
going in to AVCs be allowed to be invested instead on a gross basis
in un ouoted businesses, research  an d development partnerships, or
other partnerships which constitute bona fide businesses. sreferably
this permission would be available to members of the family as well
as to outsiders. The Inland Revenue will suffer no loss as this
5% is already being invested gross. In fact, the Revenue are likely
to see a taxable income (either as dividends or as CGT) arising from
this proposal sooner than  they  would from the pensioner income.

6. The numbers who are on salaries in excess of &1-20,000 who have
business experience and who could afford to make this investment
are increasing each year, whereas those with surplus capital available
to them to invest are not a growing group. We should seek to
harness the savings and the commitment of senior salaried people to
the objectives of starting small enterprises.

7. The problem is reasonably to ensure that the money is invested
in a Lana fide business or partnership and not one which simply
goes out and buys (for example) antioues for the donor's house.
At the same time, it is essential to avoid the all-encompassing
eualifications which the Revenue have placed upon earlier schemes.
It is essential to bear in mind the objectives mentioned in 1
above and, in particular, the desirability of individuals having
the personal commitment to ensure the success of their owe money
that they have invested in this way.

F. The problem can be solved with a simplified business start-
up scheme similar to the existing start-up scheme but pruned of
inmecessary restrictions, particularly since the funds would in
any case have been taz:-free had they been invested in traditional
pension schemes.

/-I.
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There is a poerful anti-avoidance provision in theJ

Existing  start-up scheme which denies relief on artificial
transactions .  Jnother prevents the investor getting back
his investment  ,  hile keeping his tax relief. "Undeserving"
cases like share dealing are also excluded .  All of these
provisions would be appropriate for the scheme now proposed.

10. The Business Ex pansion  Scheme should permit the business
t o be in -partners-hip as ,',-ell as in the fG m of a ccmna'7y'.
The same tax reli ef ,  for  the introduction  of  new  capital or

1Ca=_s y should  be available  to , ar 'trershins  as is available,
u der ,  for ex pie, t_e ' --  rest Relief i _ules ,  to co panes.

The t in g  of  trie relief S crucial  -  there should be rules to

alloy; the e: nloyee ' s Scred__le B coding notice to  be  adjusted
during the  tax year  w2 t,_1 when  e  makes  the in fie. s.  •iIl '  e__iv.

11.  The Sei_ ' Cyed should De ___' o'., ed  to treat  a oua! T=ying

111 eS  U_ien aS aver aging ! C.  sS to  be  carried  Ca C'_  to  he  previo S
year  Because  of  the Dnevious  year  basis of assessment oI the
self - em nloved this  should  give them the tax relief in the year
when the  investment is  made.



C'- r T H  .T .- nZI U S. I? CREASH G _E!R _ ! ",.I1I__Z

FOR  JOB  CREATION

1 . Understandin mentality in the sma11 business :

_nn-_vone  who  has never caned or ; or .ed in a  small  business has
difficulty in understannd:ng that ti cular environment and the
..,en_ta l l tv  of those in  sac_,i firms .

(a) A fierce ambition and c ai -- t-en  t to devote energies to

arC Fuca- rat er .an ''---inis er_ng s t
-r.r

rery  a t i  ons.

(b) A -tiillir-_ _ess to forego c'L.-rre -t income in favour of re-

.inve v 1 TO 0rovi Ceworking capital for ., .-_ an ioon

(c) A reect.; on of recur t; , b reau.cracy arL d nan yirg by
national and local government.

(d) A pride in inde cendence.

2. nlorment provisions to be further relaxed :

Small businesses should be r:er' itted by law to offer employment
contracts (witnessed by third :antes) to potential CT-nloyees that
include agreement to opt out o-' some e rlo j' en t  protection  provisions

(erg. redf:`'ndancy)  and  other Government legislation that does not

affect vi talheal t!1 and safety at work matters. These contracts
should be  renewable  every 12 months.

.  Treasury  measures on small businesses:

Income Tax Reco ~enda.tions:

(a) Undrativn income, instead  of  being liable to income tax,
to be capable of cor v ersi on, oss, into working capital
by sole traders or partnerships  up to a certain s i ze ;
such addition to capital to be liable to tax only when
drawn from the business or transferred.

(b) Tax holiday for two years on small businesses, s warted

by those leaving full-time education.

Business Start-up

Yambers of the family should be  allowed  the same tax treatment
in terms  of the Business  F}, r.Si on  'C'a-me  , or of  her  loans  or
i_ivestm __ts  made to  small business es, as outsiders .

e
a ,j-reciate

the Inland Revenue  objections to this  but  nonetheless regard  m embers
of the family as those most likely to risk their savings. They
need to be encouraged.

vital  T'axat; on .
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Cann1 t al Taxation:

arcs in small co.' Zanies  should  of ter the first allotment be
ca" able of distribution once ,:ithout  con. consideration to any -_,Embers
of the family of the snanenolder to ,:nc-n -t ey ,;ere originally
allot red, v;itnou- at tracting C - _ t?1 Gains `Tax or Capital Transfer

_.- re ;i G; -a1i1 u_ tr -'-= =, cured.Tax  until  t'_1 e _r  -value  is à'  -_se• or  they are  , sf

c On  of or't' Tr, ci cra` e

r'_  1l  statutory "?' !'
re,-=r-_-Edi VAT  and :. rat s on ii -uses

and ou. __-s premises be si~ol_fied  and  consolidated in
o-e Statute. :e s--all cuv s __a need's to  Sc  T ade -;cre fully
a':a of the procedures in any e s - •o-unde u an d  I  (Jr°m. in  this
respect  •,e sun or't the cCC_-__ endatio_ns of the Keith R; cart.

sIn gc_-__a , 'e 1s enaltlec to  ̀U-Ile
o C ions a-gains t search for evidence as ,.ill a-c , under ne lilly

Police _.,a  Criminal  Rviden, e 34L I! to Other ser_cus of ence:.

_anCpes in Local  Government  Fe_n-ulations.

think  that it is often too difficult  and  it takes too Sons
for t^e individual to obtain  planning  consent to set up a small
business in, for example, his garage or it another U lOccutiled
bu; I d n g

'V,=:en a building has been unused for, say, six months we
consider t t an automatic  licence  should be available, valid
initially for ,;o years, for alternative commercial use. A• t'wwo-7
year moratorium  on rates fcr such use of previously unoccupied

bulldmngs would be of a eat assistance to  inc e s tart-u -c.

6. Patents and Inventions :

The Govern- ent should encourage all larger companies to
s7onsor the establishment of  small  businesses to develop retained

cte2ts and inventions so far unExrloited.



i SlLC  T - CTrE i of - Gl- L r.; T .
A D T H '\ r I'C" .  Lim - c SE S S_ r,, T

1 . Y ,_FL0Y';_ENT STATISTICS

1.1  We  consider that the nature of the public debate over
ureiploynent  i n Britain not only damages the Govern ment politically
but obscures and obstructs sensible policy raking by Government
and  sensible decision -ma'_ring  by business.

1.2 ` rte  "He adline {" total of the nu mber  unemployed  released each
n on 11  b y  ar ^e =rte rt  O = -C7 C7 ras in  file past  p'.oeeo
Goy ere Its into _,' arc ied reflation ;  resulted in ineffective
a a Q iT regional ncenti  ,  es ex! led to a concentration of

SpecialEmrlc y -,ert  T'.-_  sores on  =  i culc.r groups at the  e?.'-e=lse

of others . The erroneo u s pol ic ies  which  follo ed have resulted
in enormous costs both  to  the .;.b71 is curse a_,d to the private
sector.

9'e  therefore  morose L,h at

.(a) The e mplo j'e'-!t  and u_'?em" ilcent ?i  (ice es be further

ttdisagrreg ated " to give a  better indication  of where jobs are

growing, what skills are  needed ,  and --;rat skills are not
needed.

(b) Greater use be made of household and  establishment
surveys  to indicate v t proportion of the unemployed are in
a poverty or unemrloy ent trap; the black economy; unfit
or too old to  work;  not seriously  interested in work;

occupational pensioners etc. Different policies  could then

be applied to meet the needs of each group. We appreciate
the dangers of rnablisring  these separate  figures but,
none theless ,  consider  it vorth;hile.

(c) The I anpov er Services Commission should publish an
Occupational Outlook ,  along the lines of that produced by the
US Bureau of Labour  Statistics.  It would be invaluable for
careers counsellors ,  educationalists and employers as well as
encouraging a more positive public outlook on employment,
unemployment-  and the impact of new technology.

(d) A wider variety of major  un employment  " indicators", all
based on different assumpt ions, should be published
simultaneously by the Goverr=ent .  This would diminish the
importance of the politically  damaging " headline " total.

2. Lr"LI'_PO;r,,R ASSB,SS =  TS

2.1 VVe did not accept the view that the impact of new technology
on jobs was wholly negative, and were concerned that the adoption
of manpower and training policies to cope wi th it was beiing
hindered by a lack of accurate information on what skills would be
required.

/2.2
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2.2 We su es t th i she work of  manpower pro  tec Lions

would best  be done  by an independent professional business -

like an industrial consulta icy - rather than by Government
Departments, the I;s_-,Lpov er Services Ccrr- i ssi on , IvEDO or
academic i_nsti tutions• The consultancies  w ould  work  not

from official  statistics  but from information surnolied by
rr ivate  corrina.nies  and Organisations with experience of the
i ,act o= nett; tec_-rnolo y on their  own company  and companies
Ur cad.

2.3 lie co not co'n_sider that the =:ors ; ould need Lo be
=`w ded by the tar{- ayes, so tong as business felt it was of
zractical use to tIl. An emr: -1 o ers T Organisation - like

the  E, E  r - could s -Eonsor a study with a contribution from
one of the major foundations (eg Shell, Ford, Cadbury,

Eurrougns 'i`iellIcome, Unilever). Staff might be seconded
froim ._ :or companies 1 ike the results of each s Lucy
coL' -1 d be zuolis__2C1 and offereo_ for sale. ire note  that  the

Occupational Cutloo_ is the best-selling rover--meat
publication in the USA, since it is so widely used.
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LT C Y1  E-'; T - I LI CY FOR THE REGIONS

1 . IN TRODUCTION

Just as there can be a policy for incomes without repeating the
failures of "Incomes Policy", so it is possible to have a policy for
the Regions which reinforces success and avoids the failures of past
"Regional Policy".

2. THE P?OBLEM

Unemployment is generally higher in the regicns away from London
and the South East (I, & SE) because:

1. The regions contain a higher proportion  of  "yesterday's"

industries.

2. Generally lor: rate of formation  of  nett'  industries and
s er`ri ce s.

3. Low emplo ment in the faster g_ o-i-;ing sectors of the economy -
goverment, service industries, and those occupations not
subject to international competition.

4. Movement of ownership to I, & SE causing:

(i) Reduction in supporting service employment
(ii) Greater readiness to close down production "limbs".

5. Movement of abler (i.e. intelligent and energetic)
individuals to L-& SE causing a shortage of capable
management, and a reduction in innovation - i.e. intra-
national brain drain.

6. Very low counter-flow of industrial/professional brain power.

7. Low labour mobility and flexibility.

8. Limited resources for mid-career training.

3. THE OPPORTUNITY

The opportunity for a successful regional policy exists because
each of the regions possesses most if not all of the following factors:

a. Space - Nowhere in the country is there such congestion as
in L & SE.

b. Talents - The regions produce a wealth of  well-educated
motivated manpower, much of which has to seek careers
elsewhere.

c. Facilities - Due to economic decline many regional facilities
ar0 underused.

d. Lower Labou r Costs - Obviously,  these are available ,  and can
be retained trovided the market is allowed to function
without monololy distortion (e.g. by powerful  unions).

e. Congeni al Lvi ro_ment - In many  areas there are recreational
/facilities
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facilities any opportunities not available in the
congested L & SE &

f. Lower Cost and higher availability of Housing.

4. WHY ANY POLICY AT ALL FOR THE REGIONS?

(a) Excessive ir.ecualities in standards of living in different
parts of the country could produce social and political
tensions threatening the whole nation.

(b) Natural economic forces might even matters out in the long
term, but with wasted resources and substantial economic and
social costs during the transition period.

5. ASSUMPTION S

Regional development so far has had only limited success,
principally in the New To,.-; s. Apart from international in-w,.-and

investment, much of it expensively acquired, net job creation has
been slight and the small net transfer to the regions has frequently
created precarious employment (e.g. Skelmersdale, Linwood). All
policies have encouraged capital intensive industries, which in
themselves may be more desirable but have limited labour take up, much
of vYhich is "imported". No policies have aimed to encourage service
and support industries  (e:5.  computer software, financial and other
professional services etcwhich are much more skilled labour intensive
Service industries are as important to the Regions as are manufacturing
inn  11 stries.

6. A NEW APPROACH

Regional Develoment Grants should be phased out. This will
release resources to be used on the development of "localised growth
points" in the natural heartland of each region. The catalytic
characteristics of these local growth points will give them a magnetic
force sufficiently strong to counter-balance the pull of London and
the South East. The analogy with Hamburg and Munich as counter-
weights to the pull of Bonn/Dusseldorf/Cologne is obvious.

Variations in style and emphasis should be encouraged, with
centres of excellence being founded both on regional strength  an d on
initiatives unfulfilled elsewhere.

Among pre-conditions for success will be:

(a)  Central Government  strategy and commitment to the concept.
(b) Lef inition of objectives and means of achieving them must be

devised in the regions themselves. New mechanisms are needed
to correlate central and local government, industry, commerce
and other relevant organisations. In devising new mechanisms
we appreciate the difficult struggle between central and local
gover--=ent. We look with interest at the example of the Scottish
Office which, as an all-embracing department of central government,
is perform ng m y of the functions that we see as necessary for
the English regions.

/(c)
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(c) Excellent cou_nications from heartland to hinterland,
between heartlands, and with good direct access from
heartlands to Europe as well as London.

(d) Quality of life and development of regional identity -
support for cultural ,  recreational and sporting activities
should have a shift of emphasis a;,ay from the metropolis to
contribute  to the  attraction.

A  J ITIO _L  FROFOSAIS

(a) Removal of the manifestations of industrial dereliction

and  decay - the derelict areas present both a problem and
an opportunity for development which is unlikely to recur.

(b) The setting uu of various centres of technical excellence
which would be linked to existing universities.

(c) The extension of the "Enterprise Trusts" and !Tech concept.

Schemes developed by private enterprise should be expanded
an d exploited.

(d) Improvement of labour mobility by easing the exchange of
houses. It is worth investigating whether it would be
advantageous to adopt Scottish conveyancing systems in
England and Wales. The abolition of rent control would
help with labour mobility.

(e) Expansion of factory building progranues by making building
specifications more economic and realistic.

(f) The encouragement of international inward investment -
although we recoa:end the phasing out of Regional
Development Grants it would be desirable to maintain the
concept of Development Areas in order to:

(i) Draw on funds available from the EEC
(ii) Attract international inward investment, which

should be confined to projects introducing new
techniques, working methods or export markets.



PERSONAL AND CONFIDENTIAL

may recall the groups were not asked specifically to make

recomm  q  for the  Manifesto,  but rather to report on
id aG f r the next five ears. This, indeed, is what they have
done. There has not een ime to study them fully yet, but the
preliminary judgement of the Chancellor's meeting was that while
most of them contained interesting and important proposals,
proper consideration was essential first - not least by the
collea s most affected - e,ore commending them for inclusion
in t e Manifes o. For that reason, I imagine that the Prime
Minister ma not want to do much more initiall th  q  dy the
short summaries o e oun ront of st reports. The
Chancellor and Chairman are sending the reports to t e relevant
colleagues for heir i ration, and many should have already
received them. Colleagues have been asked to identify potential
Manifesto oints as an earl riority. As the Reports make
many heterogeneous proposals there i - , of course, no -,i 1e
answer to t e que lion as to how they should be handled hereafter.

6. I have not had time to undertake a precise word-count, but
I suspect that the figure would be a little over 11,000 words.
This could be brought back to 10.000 or so fairly easily by
further editing. However there are a number of matters which this
draft perhaps does not deal with fully enough (e.g.), or in some
cases, at all [e.g. earl and flexible retirement]. These are
indicated by very brie square brackets, as are a few points and
figures which need checking, or bits of text which could be
dropped.

7. We have had inconclusive discussions about the important
question of a title. The best anyone could come up with -
admittedly not after prolonged thought - was "The next five years".
But clearly there is a respectable case (at least) for following
last election's formula and calling it "The Conservative Manifesto
1983".

8. There is usually a leader's forword, and I think everyone
has assumed one will be nee  e  ime. There are some points
which are natural candi ates for inclusion in it which the
Chancellor an ave identified, an r of which two copies are
attached to this letter.

9. At this stage questions of time-table, printing, design,
background briefing and questionsssoT policy become very important.
If it is desirable to have a near final ext in Galley by  May  5
then the text will have to be comp eted and despatched by May 3.

10. In the meantime the Chairman and the Chancellor are convinced
that we should get ahead as best we can with all the advance work
which can be done to Thal with "Questions of =o2'icy" so that
candidates will be well-armed as soon as or even before) an
election starts. Ideally this will need to cover not only the
standard issues which come up in every campaign (such as War Loan:)
but a number of tricky issues which are not for various re.s ons
dealt with very fully in the Manifesto. A good example of such an
issue is Civil Service Inflation Proof Pensions; and a good many
others can be identi le ease y.

/11. 1  am



(PUBLIC

There are three arg tints for Considering this subject.

They are:

1. Une__nlovnent If u lne employment remains as intractable
as it no,,,; appears, there could be a case for the self-
evident and very direct use of ;.ublic sector funds through the
COn st_ uctiOn of ab1ic works (This perhaps assumes that We

have reached a poi r.__t at which has loy.-.e__t _seco m .-e. a =eater
701 1 ioal concern teal PUFF.) Cn the other a_nd, the actual

cost to PiER Y;i11 ce con; i derably less ;,r. an the gr oss vat ue of
tr.e ,.orks U'?dertaen because of reduced n :rbers on -ne;m,plo ent
and o t!:er State : ene Rits; increased ray:;en t•s  Of  N:YE end

corporation tax  and  ,he o er less __rect -e1_eflts to :E?

Of  E L=."ula ii 0=  of  re aced _ndustries - r  ant man - ct ? e,

er cis 1 oduce , etc.

In ra - t_ucT re tint atio_nal y we have not made the
nv t  in  _C-' cs ruc re  at  our industrial comnet tors

have  made (figures for this available) . It is patently
ca_..=1irig to our ._.--ufacturing and other industry not to do so.
To give only one example - since entering the EEC, the most
i mnortant export market for !,ldlands  manufacturers  has become

the  EEC -  and  yet it takes two lorry days to reach and  return
from the East Coast ports. This is an additional cost burden,
which ought to have been halved by the construction of a good
s -andard of road (not : otoia- ay) from  the , es  t, lv id ands right

through  to the East _'-trilian ports.

The Civil Engineeri_
~

Industry r_s is w-;ell iown,the Civil
Engineering industry nas seen running at about 60i of capacity

for a number of years, and could readily acco::odate a programme
of  investment  in  public  works.

B. There are a number of subsidiary considerations:

1. It can be argued that it is desirable to establish much more
clearly the distinction between public expenditure on current
spending and 'that on capital investment. It is a distinction
essential to the intelligent management of any large entity.
It can further be argued that, if public current spending is
met by current income, then to extend the PSBR to finance the
Mate's obligations to invest in national infrastructure is
a proper use for such borrowings and reflects the long-term
retu-riffs and benefits which accrue from such investment.

We  favour the next Conservative Government clearly splitting
its Public  Expenditure mite Papers into  - separate documents,
one series covering spending on capital account ,  the other
that on current account .  Consideration should be given to
the  revival of a Public  Works  Loans Board and its issuance of

Government Capital Bonds ,  the proceeds of  which  could only be
spent on capital projects .  apart from the other reasons
stated above ,  we consider such a move would  encourage the
Gil is Farket.

/2.
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2. The ouestion of the a'ro rut of current exrendi tUre which
would arise as the direct result of any given investment
needs to be considered. This has been used by local
authorities as an argument to justify capital underspend.
They are also concerned that no carry-over of capital
bu_d Jets is permitted from one year to the next : such a
restriction aborts nrcr. r plarning for the use of capital

ands. The ini t_al rla-_r_i r_g of any pro` ect mast include
an assessment of the benefits to be gained from the
= iv°st ' iv - '7!!c er t Ce 1e_i v is dlrec* ed O::arGS

tr  and  cc-  = e rc  as in mo for  _ y/roads, or social as in
m';.c!1 local authority •Cr =. Clearly works '.'1i r•_rl QO no ping

gut satisfy ll e as  shoo d  ue discouraged. It

_o l-d be e: ed tha OOr;.ays, se , :er s etc. demand

L, c r-rent cosy y'ehe_.  roanl e ire.

lie 4 arks :-. !)1 V i n . e l ......ive l y very small a":Ci ;:tt1 Ls Oi

=T1-tionis. -: ld they result 1n Irish l ou _n i r ed?

s ven the present relat_onshirs with Eire the an:..er must

be yes to some extent -  hc v;e`Ter,  there is so much

unemployment in the construction industry already registered
here (^ 00, 000) t ^at the vast majority must be drawn from
that  pool.  N.E.  '1,"otor; -,ays roads,  sewers  etc. do not
use a high proportion of craftsmen but do Employ unskilled
operatives, who make up the majority of the unemployed
construction workforce.

4. It will be seen from =hex H on Policy for the Regions that
,w ;e advocate the ending of RD," and concentration on good
corunications between the capital, the ports and the
regional 'heartlands' as one of the remedies for the regions.
This paper supports that view.

. It is worth emphasising the vastly different cost to PCER
of tax cuts com'-cared with the investment here advocated.
Ors the one hand tax cuts are an almost total addition to
PSER, whereas investment in public works re-employs those
at present on social security, and it generates personal
tax and corporate tax. Again in job creation terms
relatively few jobs are created  by  tax cuts - and all of
them indirectly - vrhereas construction investment guarantees
many jobs, both directly and indirectly. Thus, in terms
of PSBR cost/job created, much advantage arises from
following the course here advocated.


