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one.
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QECRETARY OF STATE'S SPEECH ON INDUSTRY AND EMPLOYMENT - DEBATE ON QUEEN'S
SPEECH, 12 NOVEMBER 1984

Where do jobs come from?

; The Rt Hon Gentleman has said a great deal about the need for more Government
action to create jobs and thus reduce unemployment. Rt Hon and Hon Members on both

sides of the House expressed a deep concern about unémployment in the recent debate

and no doubt they will also have a great deal to say on this important subject toda

Everyone agrees that unemployment is far too high. It represents not only a waste
of resources, but considerable hardship and real personal distress for many indivi-

duals and families. }

7.4 But unemployment cannot be wished away. The;; is no magic solution to the
creation of jobs, and I fear that many suggestions that have been put forward in
the past, and may be put forward again today, ignore the hard economic realities

of job creation. If we seriously want to encourage the creation of worthwhile per-
manent jobs, we have to establish how jobs arise. Many of the Government's critics
seem to think that job creation is entirely within the Government's power. They
say we should increase public expenditure above its current level, of over £130
billion. We should raise taxes or borrow more, to create more jobs, by undertaking
indiscriminate public investment programmes, by subsidising uneconomic jobs, unprofit
able firms, and declining industries, or simply by pumping more demand into the
economy. ALl this without considering what the consequences may be of such ill-
considered action -~ or recognising what the Government is already doing to tackle

the problem of unemployment.

B 0f course there is a case for public investment provided that it shows a satis-
factory return, or meets a demonstrable need, so that the extra taxation or borrow-

ing = which is what increased public expenditure means - is warranted. For examole,

the Government spends some £750 million a year on capital investment in water ana




sewerage systems in England and Wales. And, of course, the investment has to be
sensible and cost-effective. There is for example, no sense in building a new
reservoir if existing water supplies are inadequate because leaking mains and pipé

prevent consumer demand being met. But it is facile to increase public investmen

simply and solely to create jobs irrespective of the underlying demand for the go

and services produced. That is bound to risk wasting a great deal of money which
could have been spent on more worthwhile purposes, or left with people to spend o

the good and services they really want.

4, Again on subsidies, the Government does spend a good deal on subsidising §$me
unprofitable enterprises and industries. A number of nationalised industries uzic
are not yet profitable, including shipbuilding, vehicles and railways, are subsidi
And the Coal Board accounts show that the subsidy to that industry, in respect of
losses made, is running at £130 per week for every miner employed. But subsidie
have got to be related to some longer term prospect of reducing or eliminating los

i
We cannot simply pour money into supporting enterprises, or employment, which have

no chance of ever paying their way.

And this brings me to the main pointf about job creation. In a free societ

hov  &Boupla Fotog idtes bt

~b—it—ett—comesdown—tothis.. Jobs arise[?ainL¥ through production for domestic

and international markets, aneGnly by operating in these markets with existing and

new products or services at competitive costs can we expect increased employment.



!rodUcts and services which are not competitive don't sell, markets are lost, and

jobs disappear. Ever since [1945] we have had a competitiveness problem. Our cost
and prices have tended to rise more sharply than our international competitors.

So we have:lost export markets and they have gained increasing shares of our home
market; Indeed one of our main problems has been that increases in demand have

tended to be spent on imports rather than home produced goods.

é. And of course one vital component of costs and prices is pay. If pay rises

want to be very clear about this. It is up to all those involved in wage negotia-
1
g t
tions to realise it. The future of many unemployed people lies in the:r hands.
By agreeing on high wage increases they are, in effect, keeping the unemployed out

of work.

B. The Opposition recognised the truth of all this when they were in Government.
They just lacked the vision and determination to do anything about it. The present

Lfﬁigﬁzh;ench are even worse. They can't even get right the arithmetic of their mis-
guided proposals. The Rt Hon Gentleman the Leader of the Opposition wants to spend
_£6 billion one day and £2.3 billion the next. Yet he Patently has no idea of how
many unemployed people he expects to get jobs as a result. Fhe—Rt—Hon—Gentleman-
the—Member—for—FPtrmouth—DBevonpert—sugeest—ea—£900-mittior—expansion—ef—the—Communtiy

Pregramme—without—understanding—that—the—true—costof his—idessare nearer—f2-bitts

. M Not, I suppose, that it matters very much if they do get their figures wrong
when their policies are so often pnrealistic. I suggest that it is because they
know that, that they don't take any trouble over their arithmetic. And the main
thing of which they are guilty is deluding the public into thinking that there are

soft and easy answers to unemployment - that the Government can simply buy jobs.




9. ){ﬂ The Government's industrial and economic strategies, on the other hand, are
directed at making markets work — at creating the free, flexible, efficient and c
petitive market environment in which industry, commerce ondfelabour market can

respond quickly and efficiently to changes in technology and demand, and so create

the new jobs we all want to see. “\\\\

\
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Government's policy is to create the framework for growth, through

stimulating competition and enterprise. My right honourable Friend the

Minister for Industry will say more about this later.

;Z.( At the same time,

competitivelyy—50 we must improve the operation of the Llabour market in the pursui
of jobs. Future job prospects depend mRet—erly—emachieving—e—better—edusated—and
better—teained—workfarce, but atse on greater flexibility %n working practices and
on wages that reflect economic conditions. Success in'these areas depends primari
on the efforts of industry itself, but the Government can assist by removing res%r

tions on and otherwise encouraging enterprise, by reducing burdens on employers |
‘

which add to labour costs, by aiding the establishment of more realistic wages, an

by encouraging labour mobility and more flexible working patterns. W= e oo
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16. Efficiency in production and flexibility are the keys. But this Government

has iong recognised that ,—ia—the—trersitien,— there js a place for Government action

to help the unemployed in ways which will also assist these longer term aims, par-

ticularly in making the labour market quicker to respond to changing needs. Since
e b@n Toasning aunsc!

1979 we have systematically developed a range of measures tolrelp unemployed people

fimd—thei—way back to work. Nearly 4 million people are now being heLpqur—Emﬂf

nearty—a—mitlion of them are bciﬁg—eﬁeb+ed—fe—eeme—eii—the_unemchymoa%—eeaﬁf}.

~a2 |
expenditure ep—these—megasures—have risen from £332 million in 1979-80 to £2% billion

|
1
|
|

in the current financial year. This is a tremendous programme of achievement, in

which the Manpower Services Commission has played a colossal part. I am glad to
1

announce now various improvements in the measures for the coming year.




EMPLOYMENT MEASURES .
I et fnob‘uﬁlz; Aty
}53——Ncw—i—meve—+o—-ttzr measures thet—we—hevedevetoped—to-provide a constructive

alternative to unemployment .in ways which help imf#eua_tbe—eaeraféfwrtﬁ;f%e—+abour
market—end—so add to employment opportunities. Herelb—are—adse—makimg—a TIUMDEr

- M. First, we are expanding the Enterprise Allowance Scheme for the third time.

This scheme has amply justified the faith of my predecessors Jim Prior and Norman

Tebbit that many unemployed people if given the chance would want to try to wock
1

f

for themselves, amrd—thot—with—suiteble—help—theyhed—the—skiti—enddedication—to

<sueeeed— As this House already knows, demand for assistance under the Scheme has

-,

been substantiaL)%eh—sv—th'at—eaTﬁtr-thﬂ-s—nb L TE.. . = increased—to
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~

I announced extra resources for the Scheme this yeai;jf9r%hese—ua4%+ﬁg—++st37—%—«&
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Figures published by my Department during the
summer show that 6 months after the Allowance had stopped 7 out of 10 of the busi-
nesses supported were still trading, and for every 100 firms established over 50
additional new jobs were created. With these encouraging results we have therefor
decided to cemtimue—and extend the Scheme next year. We are allocating to the

Manpower Services Commission, whqQ administer the Scheme with help from the Small

Firms Service of the DTI,an extra £72 million next year euver—and—abeve—theTreses

erigiatty Provided—for—this—Seheme and £125 million and £128 million subject to

our normal process of annual review in subsequent years. This will enable the

Commission to increase the programme by 25% - that is to provide up to about 1,220

cl(;.*\:r\ihu 2 week kr u.\bu{:ojc.i {acr‘{;_ T have 0o dovht sl fresi I,Z";C




!ntrebreneurs a week which the Scheme will now start up will make an increasingly

important contribution to the creation of new permanent job opportunities for the

people of this country.

,3‘r22f The Enterprise Allowance Scheme helps the unemployed people who have sufficient
confidence and skills to back their entrepreneurial abilities. I fully recognise
and understand that for many a period of unemployment is a chastening and soul-
destroying experience which leaves them less able to compete for available employme

opportunities. The Community Programme, which offers 130,000 places to the long

term unemployed on work of value to the community has already proved a major sugcess
i

- - - . - '
in—helpingpeopte—back—inte—permenent—jobsT We are now building upon that success

by introducing linked training and work preparation courses and I am sure this
development will be of great benefit to those who take advantage of the Programme.

The Volun;ary Projects Programme also helps prepare unemployed people for work by

providhﬂ them with constructive voluntary activity. This Programme is also to be
extended, and I am providing altogether £12 million for the Scheme to continue next
year and subsequently. I shall also be asking the Manpower Services Commission,
who administer the Scheme, to seek to develop, on an experimental basis, types of
_project which have not hitherto been attempted under the Programme - notably more
ambitious projects involving a greater commitment of volunteers'time, and projects
which can help unemployed people who are %onsidering the possibility of setting up

in business on their own account.

,$,,t3f I now turn to our measures which help create further employment opportunities

in the regular labour market. The Young Workers Scheme has encouraged employers

to employ more young people in full time permanent jobs at rates of pay which reflec
their age and inexperience. I am continuing it for a further year. We also have
to recognise that.more flexible patterns of working time in industry are essential
if we are to remain competitive and provide employment. I therefore believe it

ok el aaad Can covvREE A/ aanerd doffar~cit uf’bvv‘ P
essential to eontinue to encourage—erplovers;—emptoyees—end—thoseWho 3re-CurrenRtty
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desirable in thes particular circumstancesz~ I am thepefore going to continue with

two experiments: the part time Job Release Scheme enables those approaching retir-

ing age to work part time while freeing an opportunity for an unemployed person on

the Job Splitting Scheme. However, take-up on both schemes has so far been extremel

poor and I shall therefore be making changes designed to improve their attactiveness
and the help they can give to reducing the problem of unemployment. I shall also

be continuing the full time Job Release Scheme on the present basis for a further

year.

f
[29. Finally, I have two other announcements to make toddy, relating to redundancy

and maternity pay provisions. One of the public expeAditure savings announced by
my Rt Hon Friend today is the reduction in employe s' rebates on redundancy payments.
The rebaté; at present 41% of the statutory paywent, will be reduced to 35% as from
6 April next year, saving some £37 million a #ear. The percentage has been 477
since 1977 and proved extremely helpful in/dealing with the enormous scale of redun-
dancies when the older industries were edding labour in 1980-82. Now redundancies
are running at only half the rate th were in 1982 and it seems right to make

the adjustment now. [There will.bg no increase in employers'costs: my Rt Hon Frien
the Secretary of State for Soci Services is announcing today a change in the lia-

bility of statutory sick pay for National Insurance contributions which will reduce

employers'outgoings by som¢’ £35-40 million].

30. I am also announging today a change in the rate of maternity pay, also from

6 April. When the sMaternity pay scheme was introduced in 1977 it was intended that
employees ui;h ay least two years serviée with the same employer should be entitled
to six weeks sence on full pay to have their baby. The employee was entitled to

get from th¢ employer 90% of full pay less the amount of the state maternity allow-




TRAINING MEASURES
force- T3 Cf“o‘?‘i’ﬁi

14 The—first of these are 3n
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o C:lhere is a growing body of evidence that more successful economies such as

Germany, the United States and Japan invest more in training than we do. In these

countries, compared with-ouwrs, the Government not only takes a less direct role but

employers more readily accept their responsibilities and individuals too expect

and are expected to - play their full part in investing W training.

15. That is not to say that Government does not have its own important role to play
in the nation's training effort. It does. We recognise and we are acting on it.
In particular we are taking steps to ensure that general and vocational education

are provided in such a way as to improve the transition to work and to reflect the

changing needs of employment.aﬁd—affaﬁg#ﬁg—#eP—%he—iouada&ien—%#a#a#ag—e#—ﬁwnﬁ&y
pecples




Ty cw/-oxt,
q. In the—ease—of—the—basie tratnirg—for—young—people, the Youth Training Scheme

is proving itself the success we all hoped for. We guaranteed that every unemploye
minimum age school leaver who wanted it would be offered a year of proper training
and work experience and 1in the Scheme's first year we secured that objective.
Unfortunately a vocal minority, including some members of the party opposite, set
out from the start to belittle the Scheme. They said, "there won't be sufficient
places to meet the guarantee'". We have met it in full with places to spare. They
said "young people won't want to join the Scheme". 358,000 youngsters proved them

W%W?‘N S0 Jour
wrong last year. , So—Ffar—this—year nearly half as many young people again haveAcome
forward to take part in the Scheme. They said "it's a dead end". They won't gft
jobs at the end of it". Early results indicate that that was wrong too. Nerlyfboz
of those leaving YTS courses appear to be going into jobs and many more to further
training or education.

¥8. YTS is clearly establishing itself with employers as a key way of developing
the particular work skills that they need in young recruits. And we are going to
continue to improve it. In particular we are going to put a major emphasis on
developing and improving the quality of the training provided. It is right to con-
solidate and build on the great deal that has already been achieved - the need is
£ howrenJ
to maintain stability, flexibility and simplicity. Nevertheless, 1 haveLdecided,

at the suggestion of the Manpower Services Commission 'to extend eligibility to 3

groups of 18 year olds who are not, because of their special circumstances, currently

able to benefit from the Scheme, ~young—peoplewho—teft—eduratiomeartier—but—were

2

a%—srhocf—TU‘teeﬂn—EagLishf——Oi—eeefsé, Uhemployed minimum age school leavers will
continue to have the guarantee of the offer of a suitable place on the Scheme by
Christmas, and as in previous years we would also expect next year to be able to
provide for all unemployed 17 year old leavers who come forward for a place on the

Scheme.




3

theManpower Sérvices commissTom for—which—fhave Tesponstbirtity within—6tovernament

ard—tecat—edutetion—esutheritiess The first 14 projects under the Technical and

Vocational Education Initiative are already into their second year. Interest in

and enthusiam for the Initiative has grown steadily since it was first announced
by my RHF, the Prime Minister, 2 years ago. A second round of 48 projects, includ
ing 5 in Scotland, started this autumn, and when the projects are all fully 'ini
operation something like 50,000 youngsters in 450 schools and colleges across éhe
country will be taking part in what both my RHF ;he Secretary of State for Educatio
and Science and I regard as one of the most important developments in this area for
many yea;s. I know there was a good deal of disappointment amongst local educaticn
authorities whose proposals were not accepted for inclusion in the Initiatve this
year. I am glad to be able to announce therefore that the Government is making
additional resources available to the Manpower Services Commission in order to allow

local education authorities not currently participating the further opportunity to

_ put forward projects which would start in autumn 1985 or autumn 1986.

vikefy o nTaml

as—training to the vyocational—p+ Fation—of—yourg—pespte
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ie to improve the skills of those already in the workforce. We thesefose announced

a new Adult Training Strategy earlier this year in the White Paper "Training for

Jobs"y Rubtie—expenditure—on—treintrg—in—Britain—compares—well with public—experdi

comIAgI— T the—way—industry—trans anduses—tts—own——employrees v—Hewever; we still

have a long uayhiy'hﬁtr%c.underlying realities recognised widely enough in industr

That is why we are launching on 20 November a major campaian to bring heme to every_




' ‘ ocM‘nccunc&
ody the w3 - of training as an investment for our future and the centra

role of employers in making this investment. Attitudes cannot be changed overnight
and we therefore intend this to be a sustained campaign of activity over the next

2-3 years, involving all those concerned with adult training.

2B. For its part, the Government is taking action to stimulate change and develop-
ment in the training system - for examplte by funding the innovative Open Tech pro-
gramme - to make it more responsive to the needs of employers and workers. We are
restructuring the Government's own adult training programmes so as to double to over
250,000 the number of adults who will benefit from our various training prograqmes,
and tailoring the provision offered to them more specifically to meet Llabour néeds.
About half of those helped will be unemployed people, including some 50,000 of the

200,000 Long term unemployed people who take jobs on the Community Programme each

year.

28. We are also continually seeking to increase the flexibility of the labour market

by widening the options available to individuals. As—training—pleys—such—a—key—rote
'kx4MﬁHfﬁH*ﬁr1xxnrhr—409—emﬁ+oymtﬂt\VE want to give individuals more chance to invest
aurd

_in their own training, | I am therefore pleased to say that I have today published

a consultative document setting out the Government's proposals for an experimental
p

trainina loans scheme for adults. The scheme would give people who want to under-

take training but for which funding is available neither from their employer nor
the State, greater access to local funds for that purpose than is available at
present. The experimental scheme would be operated on the Government's behalf by
existing financial institutions., In the light of comments from interested parties

I very much pre we can get such a scheme running next year.




.ce (paid directly by DHSS). The 10% was dedugted because of what the employee
could expect to get in Earnings Related Supplement. ERS was abolis%ed in 1982 and
this Government promised to-remove the 10% deduction as soon as resources allowed.

I am pleased to announce today the fyulfilment of that promise. As from 6 April
employees will be entitled to full y less the maternity allowance, and the employe

will be able to reclaim this amouAt from the Maternity Pay Fund].

v &
13
/2Hf/ I have spoken at some length about the improvements we intend to make in our

programmes of employment and training measures. We will continue over the next year

to review all the measures to ensure that they remain the best possible contribution

towards improving employment opportunities and helping the unemployed:— And if fLr—
UALEn Aar(nloll rageoress

ther genuine improvements, such as these I have just announced, can be madelfhen

I can assure the House we will not hesitate to make them.

32. Of course I recognise t there is a wish in some parts of the House to do

even more. But there i@ limit to what the Government can do. Others also bear

an important responsgibility - particularly employers and employees. They too must

take their respdnsibilities seriously if we are to make a real impact on the problem

of unemplo

o lianp—ion T it

33. The real key to thst——prettem is to earp our way in the world and to win back

those markets we have lost. Take the c3 industry for an example. Between 1963

and 1983, UK car production fell fromfG'million to just over 1 million. Over the

same period car production in Jgpan rose from 400,000 toF2million. While we

7
declined by 35%, they increa;éd by,over 1,600%. That is the scale of the challenge

we face. And, of course,/g;e of the main problems to have dogged the car industry

in this country is stifikes. Some members of that industry seem to be bent on
reviving that unhappy tradition. But one thing is clear. Strikes won't help to

reduce unemployment. If we can't buy our way back into work, or talk cur way into
/

¥ d
work, we certainly can't strike our way back into work.

/




!4. The Opposition seem to find it hard to atcept the truth about the causes and

cures of unemployment. But I believe th more and more - the vast majority of
working people - both employers and exployees, are showing a clear understanding of

it. It is with their realism that our future lies.
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