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PRIME MINISTER

Training for Jobs
(E(A) (83)19)

BACKGROUND

E(A) (83)19 contains proposals by the Secretary of State for

Employment for the further development of the Government's policies

on training followlng the White Paper puhllshed in 1981, 'A New

lldlnlﬂg Initiative: A Programme for Action' (Cmnd 8455). He

proposes a further White Paper in January 1984 embodying the

policies in his momordndum There are two main strands in his

proposals:

the development of the Youth Training Scheme (YTS) by

the end of the decade along more comprehensive lines; and

further action, mainly through the Manpower Services
ARSI S

Commission (MSC), for further improvements in adult skill
training. Rl Wl | 1

—

The Secretary of State suggests as a policy fldmOhOlk a mlIkLt'
dppIOdLh aimed wherever possible at removing obstacles to the
operation of a market in training; and thus maximising market
incentives for investment in training both by employers and

e

individuals.

2% The Secretary of State's proposals in E(A)(83)20 on YTS and
unemployed 17 year olds in 1984/85 are intended to be seen in the
context of these longer-term proposals. A separate brief on

E(A) (83)20 is attached.
e ——

5. The main features of the YTS, Young Workers Scheme (YWS) and

the Community Programme (CP) are summarised in the annex to these
linked briefs.
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MAIN ISSUES
The main issues are:

Generally, 1s the Sub-Committee content with the proposals

e —

of the Secretary of State for Employment as a framework

for Government policy on training to the end of the

decade?

Specifically, as regards the YTS, is the Sub-Committee

content with the Secretary of State's proposals as they

affect
the content, coverage and duration of training
under the scheme in relation to training provided
from other sources? and
Public expenditure?

As regards adult training, should the Government support
the major campaign proposed by MSC to raise
awareness of the importance of training as an
investment; and

the restructuring of MSC provision?

Is the suggested distribution of the costs of training

between Government, employers and trainees satisfactory?

Should a White Paper be published in January as suggested

by the Secretary of State for Employment?
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YTS: Coverage and Duration

e The Secretary of State for Employment proposes that
the YTS should be developed to provide all young people,
on first entering the labour market, with the opportunity
of foundation training for work. Changes required to
achieve this would be:

(1) removing the age limits (under-18s only are

eligible at present); and

(ii) opening the scheme more widely to employees, as
distinct from the unemployed (note attached to E(A) (83)19,
paragraph 12(a)).

The Secretary of State suggests that these changes could be
introduced progressively over the decade within existing PES
provision and comparable levels of provision in real terms
thereafter. He argues that there would therefore be a nil
net cost in total, though numbers trained would be likely
progressively to fall. Finance is discussed further at

paragraph 8 below.

6. The Secretary of State for Employment argues (paragraph 11)
of his note) that provision for access for all young people

to good foundation training is desirable on economic, even

more than on social,grounds. The Sub-Committee will wish

to consider whether they agree with this; if so, whether
the extension of YTS more widely to employees is necessary
to ensure the provision of training; and how the cost of
such an extension should be shared between employers,
trainees and the Exchequer. It may be argued that the
finance for this extension of YTS might be better applied

to other purposes; and particularly for the purposes of the
unemployed. Paragraph 11 of the Secretary of State's
memorandum notes that 18-year-olds entering YTS under an
extended scheme would be more likely than younger school-
leavers to have received either relevant education, training
or work experience already through school and further
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education. More generally, the Sub-Committee may care to
consider how long-term policy for the YTS should allow for
the possibility of further developments during the decade
in the provision of relevant education and foundation
training from such other sources; and the tone to be struck
on this point if a White Paper is published.

Vi The relationship between the YTS and YWS is dealt with
separately in the Secretary of State for Employment's memo-
randum E(A) (83)20. The Sub-Committee will wish to satisfy
themselves that proposals there for 1984/85 are consistent
with the longer-term policy objectives set out in

E(A) (83)19.

YTS: Public Expenditure Implications
8. In paragraph 3 of the note attached to E(A)(83)19, the

Secretary of State for Employment accepts that his

proposals for further action over the next two years

'must be contained within existing provision in the
PES period and comparable levels in real terms

thereafter'.

In effect, this seeks the maintenance of resources provided
at present levels in real terms despite a decrease during
the period under discussion of more than 20 per cent in

the client group for demographic reasons. Some members may
wish to consider rival claims to the resources involved,
whether inside or outside the training field. On the other
side, the Sub-Committee will wish to weigh the claim to

resources which might be held to arise from public commitments

made by the Government, especially in the 1981 White Paper,

and their view of the likely economic benefit of the

proposed extension of YTS. 1If the Sub-Committee is content
broadly to accept the public expenditure implications of the
Secretary of State for Employment's proposals, they may wish to
express views on the way in which the question of resources
should be treated in the White Paper. It is likely that
Treasury Ministers in particular will want it to be flexible
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enough to be adjusted in the light of events, including
economic improvements leading to a greater readiness on the
part of employers to assume responsibility for more of the

costs of the scheme.

Adult Training: The MSC
9 Proposals by the MSC for further improvement in adult

skill training fall into three main parts:

1) an awareness campaign on the need for adult
training amongst employers, potential trainees and
providers of training; and otherwise to act as a catalyst
for action by others (note attached to E(A)(83)19,
paragraph 18);

(ii) to restructure its own training provision

(a) to provide a programme of job-related training
focussed more on known employment needs in industry and
on helping the creation and growth of businesses

(paragraph 19);

(b) to provide more basic training, particularly to
restore employability after long periods without work

(paragraph 20).

56 These proposals are likely to be welcome to the Sub-
Committee. They imply a move towards more on-the-job
training integrated with employers, with some implied
reduction in the scale of the off-the-job training currently
provided by the MSC itself. The Sub-Committee will wish to

explore the nature of the transitional effects and to consider

any implications, including implications for public

presentation of policies.

Who should pay?
11. The Secretary of State for Employment's proposals for

financial responsibility for training are set out in paragraph
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7 of the attachment to E(A)(83)19 and, in the main, are
dictated by the 'market approach'. Proposals affecting the
financing of skill training are unlikely to be contentious
if the Sub-Committee is content with the general 'market
approach' proposed by the Secretary of State to deal with
problems of skill training. Some members may, however,

have reservations about the MSC suggestion of a system of
Government-guaranteed bank loans for individuals for training
purposes. The question is whether in present circumstances,
given that market incentives for individuals to finance
their own training are undesirably low, there is likely to
be much immediate advantage from such a scheme. It may be
argued on the other hand that the potential of such a scheme
would lie in the eventual success of a policy of removing

existing distortions in the market for training.

12 The Secretary of State suggests that responsibility for
financing foundation training, as opposed to skill training,
should lie with the Government. He argues that this should

be so because

(1) vocational education is so financed;

(1i) because such training produces community benefits;

(iii) because there is significant State provision for

such training in competitor countries; and

(iv) because collective finance by employers would be
inconsistent with policy pursued in relation to the
Industrial Training Boards aimed at leaving the

financing of training to individual firms.

The Sub-Committee will wish to consider whether these

arguments outweigh any desirability of an arrangement under

which foundation training was collectively financed by a

tax or levy of some sort on employers. The Secretary of

State for Employment considers and rejects the alternatives
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of a remissible training tax raised by the MSC and a hypoth-
ecated surcharge on NI contributions. On the one hand,
collective funding arrangements would impose an additional
burden on employers and would be contentious, requiring
legislation; on the other, it could be argued that the
benefit of foundation training to employers in aggregate
was at least as great as that to the community at large;
and that arguments based on the Industrial Training Boards,
which are concerned with training relevant to particular
sections of industry, which can reasonably be expected

to be carried out and financed by individual employers,

may not apply equally to foundation training, which cannot.

White Paper
15 The Sub-Committee will wish to consider the proposal

for a White Paper in January in the light of their decisions
on the substance of his proposals in E(A)(83)19. If they

favour publication, you will no doubt wish to invite the

Secretary of State for Employment to circulate a draft text

for comments.

HANDLING

14. You will wish to start by inviting the Secretary of

State for Employment to present his paper and the Secretaries

of State for Education and Science, Scotland and Wales to add

any comments they may have. The Chancellor of the Exchequer

and the Chief Secretary, Treasury will no doubt have points
related to both policy and resources.

CONCLUSIONS
15, You will wish to reach conclusions on the following:

(i) the Secretary of State for Employment's

general approach to training (the 'market' approach);
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the proposal to develop YTS in the course of the decade

: R D R
by removing age limits and making the scheme more

widely available to employees;

=

the nature of the financial commitment within which ii.

above should be achieved; and its presentation in the

White Paper;

the funding of the YTS (by general Exchequer resources

or collectively by employers in some way) ;
MSC proposals
for a national awareness campaign in 1984; and

the restructuring of their adult training
provision on the lines proposed in paragraphs
16 to 22 of E(A)(83)79;

the proposal for further discussion between the Secretary
of State for Employment and the MSC on the possibility

of a pilot loan scheme;

the proposal for a White Paper on the further development
of vocational education and training soon after

Parliament reassembles in January.

Y

P L GREGSON

9 December 1983
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The Youth Training Scheme (YTS), Young Workers' Scheme (YWS) and

Community Programme (CP)

Youth Training Scheme

YTS replaced from 1 April 1983 some existing programmes for young people
run by the MSC, including the Youth Opportunities Programme and the
Unified Vocational Preparation Programme. It provides a high quality

integrated programme of training and planned work experience lasting

up to a year, including a minimum of 13 weeks' off-the-job training or

—— - - - ==
further education. It is designed to give school leavers a range of

practical transferrable skills to enable them to compete more
effectively in the labour market. The majority of places will be work-
based with employers. During the first year of the scheme, unemployed
16 and 17 year old school leavers are eligible, together with unemployed
Hdi;;bled leavers up to age 21. Some 16 year old employees can be
brought into the scheme if their employers take on unemploycd YTS trainees.
The scheme includes an undertaking that a suitable place on YTS will be
found for all unemployed 16 year old leavers by Christmas 1983. Trainees
under the Scheme receive an allowance of ?25 per week (though they may
Employers who ru run schemes receive a block grant of ?1 ,950 per

part1c1pant per year to cover remuneration and other expenses 1nc1udlng
fees for training off the job.

Young Workers' Scheme

2 The YWS came into operation on 4 January 1982 and is designed to
encourage employers to take on more young people at realistic wage
rates. Under the scheme employers are able to claim weekly payments

in respect of young people who are under 18 in their first year of
employment. Payments are £7.50 where the eligible person's gross
earnings are 47 a week or less, and £15 a week where gross earnings are

£42 a week or less.

Community Programme

Dis The Community Programme provides temporary employment for
long-term unemployed adults on projects of benefit to the community.

Recruitment to job opportunities is restricted to people aged
i

CONFIDENTIAL




CONFIDENTIAL

18 to 24 years of age who have been unemployed for over 6 months
in the past 9 months and those aged 25 years and over who have
been unemployed for over 12 months in the past 15 months. cp
Sponsors have wage costs reimbursed up to an average of £60 per
participant per week. (Participants, some of whom work full-time

and some part-time, receive the normal wage-rate for the job.) 1In

addition, sponsors are able to claim overheads of up to 1440 per

place per year, or pro rata where schemes last for less than a full

year.
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