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Memorandum by the Central Policy Review Staff

{1 " The CPRS report 'Unemployment and young people' is attached. Our proposals
are designed primarily to relieve youth unemployment but we have recognised the
concern about older long term unemployed (including family men) and some of our
proposals would belp them to some -extent. A summary of the main issues and
options, and of our main proposals, is annexed to this note. (4 full list of

recomendations is to be found at the end of the report itself.)

2, We were asked to report by mid February. In the time available we have not

been able to pursue all our proposals as fully as we would have wished. But we
think that they have been developed sufficiently to seek decisions in principle
from Ministers, and guidance on priorities for further work.

3. We have not discussed macroeconomic or industrial policies. But unemployment
3 its current level is of course a direct consequence of the current recession,
a4l only the economic upturn, whem it comes, can bring back the jobs that are
Qeeded,

T‘. But we believe the problem of unemployment, particularly for young pf°f’le',
18 not 5 short term one. The underlying trend of unemployment has been rising for

10 years or more. Skill requirements are changing. Young people are in competition
In our view the problem of unemployment

With nany
others, including married women. ' 3
fop Young p%ple' e school leavers with little or no qualifica—
t X » :
ap:ns = 1S wnlikely to go away evem in the 1onger
™aches and policy initiatives.
5. . 12 ¢ e .
» r main proposals (which are described in the annexed summary, cross
of,
$TehCes o the main report) a7 -

term and requires radical new

£ work experience and work preparation for

(a) i ear O
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(b) measures, including changes in benefit and 41y
" i A OW;
at widening the differential in the relative Wageg :lxce leVels
of yo, ) &,
adults; % Peay)
(c) an expanded programme of opportunitieg for ¢

ny ty Wory fo

term unemployed, no luding young people byt Wi :

adults in regions

™ the

- th SPecia) 5
©f highest ““emplomm

family men and young D

The 'training year! proposal would have a major impact op y, th
s

(200,000 off the register over and above the effect of Yop) Itunemmqm:"
J W

be a way of implementing important elements of the new traingy, ; oulq "

€ initiay;,,

It could draw together a number of separate initiativeg into 4 b
Oereny .,
for the age group. Ml

6. Although the proposals could be separately pursued, we halteruitn
best approach would be to combine them into an overall package P-ESE) the
¢ TTesentatin

this could have considerable advantages.

7. We put forward a number of other suggestions - on the need for more s
training for able school leavers who cannct find Jjobs, on access to a wider,
of jobs for young people, on reducing the tax 'bias' in favour of the to axf
couple, on reviewing the commitment to abolish the earnings rule, and on flaf

and early retirement,

8. There are other topics relevant to longer term unemployment which "_.T
not been able to explore in the time available but which may be worth f
study. They include the scope for substituting part. time for full tiz "
other forms of work sharing, and the special problems of areas of HE
unemployment.

+ a7
stinatedd

9. Cost of main proposals. The 'training year' proposal ise, 0P 89
levels of unemployment to cost around £85 million a year. (Unhke.,,) e
cost less if unemployment were to rise because of savings on bmef: ;e tof"
commitment to a training year would be permanent, but the aim wfm /
of the cost borne by employers when the upturn comes. A Comma*

sed 4
could provide 100,000 places (instead of 25,000 currently R of 8

ty Work PT
or ¥

c : 4 exchequer ©% " ¥

ommunity Enterprise Programme) at an additional ne ginved = f

= o

£35 million. Thig Programme could be scaled down — or disC 4 oot e
0

tial woul
teps ¥

economy improves. Measures to widen the wage differen 5
expenditure and in isolation - usum‘.ns they would include

ts and allowances — would produce savings, Thyg

the 'package!

18 of penefl 6 above) would cost 1 1113
ot s paragraph 6 above around £120 mi11jop,

est
yo 5085

100 w'

(a) 1e835

The time constraints on introducing the 'training yeart proposal

lation (which could be controversial), and (b) the need to builg

ar® ficient training opportunities, to achieve a modest expansion of further
1

o S“i‘on and to develop suitable courses. If priority could be given to

Ldacations

tion, we believe that the training year might, with sufficient commitment,
1egisl® d“c;d in autumn 1982. (There is much existing experience, wnder YOP in
be létrjar, on which to build.) But if legislation had to take its ci:anc. in
if;;l/az session, a more realistic date would be autum 1983, 4n

;,puded programme of community work would not require legislation, and could be
introduced later this year. Some steps to widen the wage differential could be

taken immediately, but legislation to change the system of financial support (assum-

ing this would be in the 1981/82 session) could not take effect till autum 1982,

1. Link with the New Training Initiative ‘N’I’I!. If the 'training year' proposal

vere favoured, this would require some reconsideration of the NTI and the form of
the consultative document. But we do not think this would necessarily mean that

the launching of consultations would need to be delayed.

Questions for Ministers

12, We recommend that at this stage Ministers should decide whether or not they
fa¥our our three main proposals (paragraph 5 above) in principle, either as a

: « If they favour
“mbined 'package! (the course we would prefer) or separately i
we suggest that officials should

tither the proposals as a whole or some of them, e

¥ tail
b asked o consider the proposals concerned in greater detail,
38 s00n a5 Possible and in any case by the end of Apcies

if any, of the other suggestions
ey wish to be further examined

1 N 4
3 Minigterg may also wish to indicate which,

0 : bove th
™ topicg Teferred to in paragraphs 7 and L
eiy

her by departments or by the CPRS.

Cap,
inet ofey ce, SW1

12 R
Suary 1981,
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Summary of the main issues, options and pro St
(cross references are to the main Teport

wnte’rt D) -
%are now 2.2 million registered unemployed.* By the summer over 1 million
1 £ or 6
d for over 6 months, and over 500,000 for over a year.

' pave been unemploye
the working population are severely affected,

ysze grovps 1%

Unemplq‘fment as it affects young people has some special features. The
;rcwtaee unemployed for over 6 months is lower than for other groups (though
s rising faster). But the overall unemployment rate of young people under
§ is over twice the average, and the rate for young adults (18-241s) is also
sgificantly higher than for other adults under 60.

The prospects for young school leavers (16/17 year olds) are bleak. The MSC

3
torecasts (which may be on the pessimistic side) suggest that there could be nearly half

sxillion unemployed under 18's in early 1982 (excluding the effects of special
seasures) and 600,000 by early 1983. By the end of 1983, between 50 per cent and

10 per cent of the labour force under 18 mightneverhad had a proper job. The effect
in terms of future training skills, attitudes to work, and opportunities for crime
ad other forms of social disruption is uncertain. But it is undoubtedly a matier

for justifiable concern.

4 Our report, following our remit, is mainly concerned with young POpLEs BNt

¥ recognise that there is equal, or perhaps even greater, concern about some other
flvnpa (e.g. long term unemployed family men). We do mot try to rank the unemployed
Dan torgen of merit'. We have tried to steer clear of proposals that would help
:he U3¢ simply at the expemse of other groups and some of our PRSI S

“Ip the °lder unemployed as well as the younsg-

Nty e % 3
5 ‘&-L_ SS and developments through thi
youth uneaployment, BoteblY %

LY 5
lot jg being done already to help

Touty place 440 000 young
- LBportunities pro e (YOP) which in 1981/2 “"::“ it will'be dealing
S8 The 1 E that by B

ith gy, Planned expansion of YOP means and Annex B)-

T i i
1103 of school leavers (paragraph 17

3 y
aong) 1981.
" January
Ly justed, excluding school leaversr

1
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6 There are also a number of current initiativeg Televan; +ives could be pursued without compulsion, by offering a
- n s . to ¢ bjec e - "
education of young people and their transition frop Schoo) 4, 5 he "‘n% ' guilsr Ow unemployed school leavers and trying to encourage both training
17ito vi). They include a commitment to launch Dew e ;‘,pﬂg yeaT tes in full time education on a voluntary basis (coup]_ed with
8 A Tain;. i 4 n T2
develop 'vocational pre on' traineeship in mdustW; » ,‘dstaﬂng-o systen of financial support). But the effects on unemployment would
: e : :
provision for vocationally ant _courses for 16/17 Year o v ;. the changes in financial support would be more difficult to
tH s W
time education (in s education); apg an ag Mgud‘ L in this context; and the Government's training objectives

P apd justify
resen’ 1

d 14 at pest EAke
yous

any case recommend that an ex d _pro, e of skill
e in

14 be considered. It would be designed primarily to provide t =
hou. rovi : i
saiing S pturn for the more able young school leaver, who would otherwise be

4 the i ; ' :
72ins and would make use of spare training capacity in both the public and

system of financial support for 16-18 year olds. longer to achieve (paragraphs 38 and 39, and Annex D).

7. Our report takes account of these develcpments' and aipg tovy
Wil g

Our proposals

8. These fall under three main heads — trainir{g and education geaployed,

1 OPportyy;.
o sectors (paragraph 42).

in the ordinary labour market, and opportunities outside the ordinary

Laboy | privat
Our most important single proposal concerns training/education, but we pe) 7

action under each head is desirable and would complement action ungep the (v) ortunities in the ordinary labour market

i ial i lative wages between
13, Over the last 15 years or so, the differential in re. age!

PR i undoubtedly reduced
(a) Training and education pomg workers and adulés has narsexed S m;;], under this head
. 5 ung = main pro;
9. Our main proposal (paragraphs 22 to 37)is for a mandato ear of fou ALz of Jobs avallab e RoRiyg e s

(paragraphs 45 to 48) is that Government should take ELM_.—A@-;M'
if possible, or at least to prevent further narrowing. It can act bf)th d::: :Iy

Iy changes in the system of financial support (lower levels o.f bmeﬁts;n : o A

TP and training allowances) and, possibly, by removing o r!:-t hh!m
diction of Wages Councils; and indirectly, by urging o e mﬁf:gmtitl
‘oot in collective bargaining of the serious implications of the >

training. Those who do not continue in full time education at 16 plus woul
g0 into an approved traineeship or apprenticeship or be required to undergoa
training year incorporating work experience, work preparation and day reless
(tuilding on experience of YOP provision).

10. The proposal would meet two important objectives. So far as unemil"f"f"’

concerned, it would in current circumstances reduce registered unemploysest : i

around 200,000 (over and above the reduction already made by YOP) by | Wy ey access toja MaT PREERIETE ;

uwnemployment of those aged 16+, and e pmvidinge::und 100,000 more jobs forl; Mte:en:::irec?mend nglxlgyoungﬂpemvletime jobs (aregrapd 53); remeving ‘lhantln‘;.
. oo and givine" cation of vacancies and part - married couple (paragraph 54);

aged 17+. It would also be a major step forward in 1mplemmf1“61 of i Seconag POssible) the tax bias in favour of the two earne st earnings rule

toy the new training initiative, with all that this implies in teml oo TR NI I abolition of the Wimu- retirement (in

the skills and flexibility of the-future labour force. A lower leve ragragy 544); and considering the scope for more f1e= vate schemes and the

b
¢ ¢ case 3 both pri
SuppoTt for young people - which in ar view would be desirable in mw spat ¥ Rrticu)ay early retirement on reduced pemsion) i (paragraphs 55
easier to justify in this wider context than in isolation — would m

on age
Stag orm changes in pensi
i ® Scheme g ye1 as possible longer ter®
e
overall net Exchequer cost of the 'training year' could be relatd "

2 b 58)
) + rose
€85 million. The cost would be less if the level of unemploymet

increase if uynp‘:;; (c) e tary service and
effect on the register would be larger): the cost would incT! costs) ° 5 e Snities outeide the labo for compulsory mili
ift
[M”

Tt and the Yamj y both
falls, but we suggest means by which more of the training ( ot o0 gl ton oo *¥2mne, but reject, the case 61 to 63, and 70)-
o Py ﬂ'
* UPtum e put back onto employers. The scheme would be PO it %% commmnity work (parag

O]
than YOP (around £800 per wunit reduction in unemployment a8 © 3
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for youth wnemployment .

2

CONFIDENTIAL




16. We believe however that there is room for g si 'fi%_m
LMork covering a wide ray Xansi o, .
p_e ge of envip, £
tural activities (para,gmphs 6 Mhenta)

5 to 69 3
- . » ang %
n attitudes and supervision and management e: D
= exist byt Shoulg not y, PMIQ‘

opportunities for communi

social services, and cul

Opportunities, as those under the proposed Communij ty mte"prise o eov,,.ﬂ
should be made avail > to the longer term unemployeq &enera])y (wi ! ),
emphasis on regions zh unemployment) not pxclusively to ymu'lg With !p'cial
Older unemployed may be more suitable than young people fop ol ty:::lﬂe.
work, and young people are likely to get better 'work eXperi encer worﬁnf:
adults. 1g a)

17. We believe that,despite union attitudeg many of the long term unemp) (
oed (olgey

tive work fop the
community without the incentive of payment of 'rate for the Jobr (

well as younger) would welcome the opportunity of construc o
efitop

which yag the
basis of STEP and is proposed for CEP). The altermative We Dropose - benepis

a small premium — would release resources which would allow the Proposed CEp
programme to be doubled at little or no extra cost, or to be quadrupled at o
additional net exchequer cost of £35 million.

18. We recommend that Ministers should conmsider a major initiative to expand
community work for the unemployed on this basis to 100,000 places (as comparel
the 25,000 places proposed under CEP) (Paragraphs 72 and T3).

An overall package

19. Although the three main proposals which emerge — the mandatory traini’
steps to contain or widen the wages differential, and an expanded community ¥
programe — could be separately pursued, we believe there would be merit :‘u
them as a coherent package (paragraphs 74 t076). We estimate that thiS
done at an additional net Exchequer cost of around £120 million, arousd l’-85f
for the training year, and £35 million for commmity work. (The met cost®
training year would be reduced if unemployment continued to rise.)
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UNEMPLOYMENT AND YOUNG PEOPLE

G |NTRODUCTION AND BACKGROUND
pARL=

ATRODUCTION
I s the end of last year Ministers asked the CPRS o carry out a study of
with special reference to young people. -

snemploymen'ts We were asked to produce at
jast an interim report by mid-February. - We are grateful to all departments (and the
45C) whom we have consulted, and who provided us with a great deal of information
aginst tight time limits.  We were able to fit in a number of visits (including MSC
gecial programme activities in Liverpool, Birmingham and Coventry), and discussions
4ithin Whitehall, and on a personal basis with some 'outsiders! (including people in local
government). Departments have had an opportunity (though a short one) to comment on
or report and we have taken account of a number of their points. But the views
reflected in the report are of course ones for which the CPRS is itself responsible.

L. We do not discuss macroeconomic policies or general policies for industrial
regeneration. But we do not expect that any practicable developments on these wider
fronts are likely to bring quick or immediate solutions. And we have taken the view that
there is a strong likelihood that, even when the upturn comes, unemployment levels -
Rrticularly for young people - will remain relatively high. The problems are in our view
Mot simply short term, but at least medium term, and probably long term.

3 Ow aim has been to look for options which could mitigate the problems within

oo i i i i g
fealistic cost limits (deﬁnjng these loosely as limits which are not obviously ten’
In the time available we have not

,ma,mudndeﬂﬂ“"e"““’
y briefly at the problem of long

Yith the Government's wider economic objectives):

:‘“ 3ble to explore all the options reviewed in the repo!

mv:\ Vished. In particular we have been able to look onl oposals are relevant to

adld‘;unemployment amoung adults, although some ot l:eveloped to the stage at

Which .M?‘f‘ Wwe think that a number of possibilities have beenthem in principle, and give

" Inisters can now usefully decide whether they favour ' features of current and
ter to further work. We start by outlining some of the main fea

Prospace:
€tive unemployment, particularly for young people:

Il - e



BACKGROUND
Unemployment in

4, Unemployment has been on a rising trend for wej] ove

ra decage (Ch

increase has been particularly sharp in the last year. Last month (3 art |),
any,
of 2.2 million people* were unemployed, 9.3 per cent ary 193))

of the laboyr force

unemployment is unprecedented in the Post-war period, * This levy
CRART 1 Unempioyed and vacancies in the United Kingdom 1964.87
Thousands Three-month moving average seasonally adjusteq
2200 Thousang
Ly
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J‘::@.
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J"soe
1600
i)
|
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200 f | f B
A moloymentofiices’ |
Sy ‘/ N vxancvuustc’v: I
200 -~ o el / [ g
= [ ——i e ——— =l
Lo -y e o] . . 2t et |

0 L i " 4_.\_9_;
1964 1965 1966 1967 1968 1969 13970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980

Yapancies o Emosoymen Ofices are onh sbout & th o sl vacances

Nt
5.  Forecasts of the future course of unemployment differ widely (Chart2). !
suggest that there is any early prospect of a return to pre-1978 levels.
e in ™
6. The Manpower Services Commission's forecasts (which we use emwr;:: st
report) assume total unemployment of 2.75 million by the end of |983-3 ilion #*
forecasting bodies are more pessimistic: they expect the total to exceed ut the 1
time between 1982 and 1984 (Chart2). The increase will hit all regions ” s (orth ™
level of unemployment will be twice as severe in the worst hit re6"
England and Wales) as in the best (South East).

*United Kingdom, se

lly adjusted and excluding school leavers:

&

<

S T——
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Unempioyment forscasty

CHART 2

ar

1979 1980 1981

T .Long term unemployment is also likely to increase significantly over'the next -tw.o
years, even if total unemployment does not rise as much as is widely predxcted This is
because of the inevitable time lag before employers start to recruit again a!te‘r ::
pturn. The numbers who have been unemployed for more than fmonths are ::sim
exceed | million for the first time (in the post war period) this SP":; nTuh:i:.w;ark i
have been without jobs for a full year are likely to pass the 51 1 s 44
“mmer: on the MSC's forecast they would reach three quarters o .

1983,

Yemployment and Young People
&

The impact of unemployment at these levels on y:t:’t P’°
" Vorking population, s serious, but it has a number of P

key points are -

ple, as on other groups in
seatures (see Chart 3).

5 the whole of the
jonately high among B= —===——"=
& Unemployment rates are disproportiond ber 1980) compared with 3 per

in Octol
{Nder 25 age group (well over 10 per cent i
cent for the 35-54 age group;

g




@vels of total unemployment by age in broaq o
.. inGreatBritain: Aprij19gg  1OM bandy
Figures averaged over sacn age groyg

) Ovat 12 maneny 1
50 812 manthg
| Under 8 montns
40 -
0 b
20
10 &
)] i i 1 1 J
16-19  20-24 2538 35.44 45.54 55-53 60 andove

Age groups

b. ‘the young predominate particularly among the shorter-term unemply
(under 6 months), but longer term youth unemployment (over six months)is are
significant - over | in 5 of those unemployed under 25 - and is growing faster
for other age groups.

. Over the year to October 1980, youth unemployment (under 13) % i‘i‘
than unemployment in general. This occurred despite the operation of the L
Opportunities Programme (YOP) which is taking an average of 95,000 Yo

off the unemployment register in 1980-81. i

but the dﬂnoyi?.

d.  The main cause of youth unemployment is the recession AL 15y \

" th
peak of young people and the rise in their relative wages over
more are also contributory factors.

|
"]
wod
ig incress ™y
e Because of depressed recruitment conditions a further Pig 9 e
" rs
likely in youth unemployment, particularly among school leaver™

special measures (Chart 4),

CHART &
c Unempioyed school leaversin Grear Britain

Thousands =

no T et “ousanes
300 i s

4 700
500 Actual vaiues | Zomscasrs 4 500
500 9500

_— <4l crogrammes (e4. YOP!
500 |- oecial srogammes 4 %00
300 |- 4300
200 F {200
100 b= J 100
0

1
1978 1976 1977 1978 1979 1980 1981 1982 1983

f.  There is considerable uncertainty about forecasts on youth unemployment,
but if the MSC's most pessimistic forecasts were borne out 70 per cent of the
entire labour force below the age of 18 could be without an ordinary job AbY the end
of 1983. About 55 per cent might not have had an ordinary job since leaving school.
Total unemployment (excluding the effect of special measures) among tfﬁe .tnder
185 could reach 490,000 by the beginning of 1982 and 590,000 by the beginning of
1983 (compared with 172,000 in 1980.)

i 1-82 and subsequent
&  Current plans allow for 440 thousand young people in 198

s YOP).
Years to pass through the Youth Opportunities Programme (
) employment generally, and
*  Amnex A contains relevant further details o ribm:',y';nnclerisﬁa of the
employed young people in particular - including 2g ¢

Yong unemployed and regional and ethnic variations:

So
; 0'"‘ Sonsequences of youth unemployment

3 ple
t, particularly of young peo]
tions of P

Some of the possible impli
€ Set out below:

&



a.  Attitudes to work

It is often suggested that failure to find work on leaying schoo]

RT3 " Will leaq
become work shy. Although research based on past €Xperienc 2
e

8 People
30) o

(mainjy o e
not suggest that sustained periods of unemployment had 5 lasting f ® 1930, i
3 eff, o
attitudes, this is probably of limited relevance to today's society €Ct o late, Vo |
: . Y (if o tk
financial hardship of unemployment is a good deal less severe) nly becayg, i

Present day evide

€. Youth Oppory

conflicting.

The low level of refusals to participate in NCe i

Programme, together with some recent attitude surveys, Witeg

suggest
of unemployed young people (under 18s) actively want to work.
however, that young single men tried less hard to find a job when
men. Young people's attitudes may be affected by the unem
others: we were told of anti-work attitudes among young pe

unemployment had become the norm.

that the great p,

ority
Another study g

howeg,
Hnemployed thap ¢,
ployment €Xperience o
OPle in localities Where
Concern is understandably expressed, tog

3
the effect of parents' long term unemployment on their children's work attitudes, 1

)

there is no firm evidence on the subject.

aboy
hough

b. Loss of skills to future labour force
To the extent that the decline

in jobs for young people is associated with a declire i
training opportunities, there may be a permanent loss of skill to the future labour force,
especially under the apprenticeship system which usually has to be entered at 16.

c.  Crime and vandalism

There is research evidence of links between unemployment and criminal behaviour- T
problem is determing which comes first: people who are liable to commit crimes ar¢ ds:
likely to find it difficult to get jobs. Nevertheless, from the point of view of l&¥ ar:
order, the fact that unemployment leaves some potentially troublesome youngsters M‘;
nothing to do is a cause for justifiable anxiety. Chronic youth unemployme?”
recognised to be a major obstacle to the restoration of order in Northern Ireland-

d.  Ethnic minorities and ¥
. . et i men!
Ethnic minorities experience above average levels of unemploy’ (see Anne*’ i
‘ % ities;
unemployment has recently spread to areas with large ethnic minorities: minoriti®

; tl
There are risks that this could encourage racial resentment among

from
uffe!
concerned, while may $

: at the same time race relations more generally
widespread unemployment in al] groups.

i
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cial hardship and health problems
an

in
Fil ‘mportant consequences of unemployment,
e |

3 : but they affect young people less
fhese ®

y than older workers.

chefel

Effect on ublic finances

§ ;
'rearly the cost of a young unemployed person is less than the cost of an unemployed
!

C e with children, since the latter is eligible for a greater range of benefits (see
marrie

aph ) Nevertheless the total cost of youth unemployment is quite significant. An
P‘*railoyed school leaver is eligible for supplementary benefit at nearly £800 a year (so
Cul
n  benefit for, saY, 100,000 16 year olds costs nearly £80 million).
tha

Priorities amon the unemployed

1l. This leads to the difficult question of priorities among the unemployed. It has not
been our aim in this report to try to place different groups of the unemployed in any
'rder of merit' although we recognise that some groups (eg family breadwinners and the
young) may command greater political priority than others (eg married wom.jn'or those
nearing retirement). We also recognise that much is already being done to mitigate the
plight of the young unemployed. We have therefore generally sought to suggutA policy
options which, so far as possible, are likely to help young people without aggra\‘fatlng th:
position of other parts of the work force. We also make some proposals wvlhu:‘li'l1 w:tu:d
cither help the unemployed (including the young) generally or are more specific dire
towards the adult unemployed.

Cost of unemployment compared with job creation

i given the public costs of mempfoyment,
eating additional public sector
It is true that an increase in
ployment has a substantial
y Answer last autumn gave

It is sometimes suggested that,
Covernment should do more to reduce unemployment by
Jobs (eg through a major programme of public works).

{Memployment caused by a reduction in private sector em

jamentar’
effect on exchequer costs and tax revenues. A Parli

i ith

t of a married man wi
16,000 as the total financial cost of the additional “‘mz:y;:‘:em" is £3,500.) These
, em) -
two children. (The equivalent cost for an average un edly have some relevance in

figures are, and they undoubt

i i -estimates,
fanc if any thing, under-es i iobs in the private sector:
€Ssing the case for supporting existing jo!
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13. But it does not follow that the public sector could jy
: tifj,
amount on, say, a programme of public works to generate ably Spen, 2
hich could t d at t (tak “ePlacement 1~ iy
wage which could be offered at no net cost (ta| ing accoun T
t of benetjy savj P g

n
S S an Yy g
b aboye nefit |,
tidren, ang only 1,349 m” .
‘ 0
f average characterism‘s Th e
Programme of Public Works 1““
€ Togg
mily men On refayj,,
leve],

NI contributions set offs) would be no more than £3,099 (abo
for a registered unemployed married man with 2
benefit level) for a registered unemployed person o

is the more relevant figure for a conventional

building) which could not in practice be targetted exclusively on 5

high benefit; it clearly would not be seen as a viable adult wage M ely

Oreoyer thege
It follows that the e
It could be pursued b k

substantial exchequer cost. The option is not discussed further in this

figures do not include costs of materials or administration.

a public works programme is no panacea.
Ut only at 4 ey

report, because y,

have regarded options with significant macro-economic or reflationary implicati
lons &y

outside our remit.

14.  Special employment measures, on the other hand, such as the Youth Opportuntis
Programme (YOP) and the Community Enterprise Programme (CEP) provide «

alternative form of employment much more cheaply than conventional public werk,
(although they still entail a net exchequer cost of about £1,400 per job). These a
discussed in the report.
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the rest of this report considers various policy options for reducing the level of
15 ment among YOung people, and, to a limited extent, older age groups. We have
mempl:);he options under three main heads. Section A (paragraphs 21 to 42) centres on
E’ou?e and education; section B (paragraphs 43 to 59) on the scope for creating more
training ities in the ordinary labour market, and section C (paragraphs 60 to 73) on
oPPOf.‘:" opportunities outside the ordinary labour market. We conclude - s-ection D
::::;rjphs 74 to 77) with some comments oT\ our x.xoposals‘ as a whole. We started by
gving particular thought to what could be achieved in the private market. But, although
this undoubtedly offers some scope, it is. in our view unlikely to produce results which
are quick  or, except in the longer term, readily perceptible. We therefore start with
training and education because,so far as young people are concerned, this is the area
where in our view there are options which deserve serious consideration by Ministers and
which could have both a significant and relatively immediate impact on unemployment

levels.

16, To have an impact on the problem of youth unemployment in the relatively sl';ort
i isti initiatives. It is
term, it is sensible, where possible, to build on existing programmes and mmah; =2
i ining the relev:
therefore important to set the context for our proposals by briely outlining

curent policies and developments.

EXISTING POLICIES AND CURRENT DEVELOPMENTS

itigate youth unemployment.
7. The Government are already doing a great deal to s & .y:the transition from
They are also considering several initiatives affecting YOUEIP=SE

: basis for further
schoo| o work and adulthood, which are relevant, and provide a

d
“‘elopments. The main items are -

Youth Opportunities Programme (YOP) - oower Services Commission's

g dominant element of the present scene is ""d:‘:p: pell of work preparation or

o ich provi 3

wo:nh Opportunities Programme (YOP), which Pr ployed for a long period. In 1980-81,
“ PO an average of 95,000 young

at is taking the training content of

e at a total cost of £310

e

SXPerience to any 16-17 year old who is Un
& Public expenditure cost of £210 miltion, ¥
Ple out of unemployment. There are no¥

Fand 1o expand the programme to cover 4401

OP
plans to improve
000 young peoPl
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million taking an average 130,000 off the register.

Abouyt ) cation and trainin,
two thirds of ks between .educat -

consists of spells of Lin

experience at an
i s will shortly receive a report from the Manpower Group on the
scope for

Ve

r's premis,
es Plage,
(““happuy A inister

WEEP). A fuller outline of YOP is given in Annex B.

The ext bicat £
ent to yh owy .. links between education and training. The report is |j
is substituting for recruitment is a 3 ich N . oroving ’ Is likely to recommend
s g fo matter of concern. we suggest § Ve P bl jmpr work on the subject including clarification of financial ibiliti
Annex B that would reduce this and therefore incre. 9 ! responsibilities and

me Meagyp, . furthe

ase the cost effectiy, e changes in organisation.

‘®ness of Yop poSSlbI
il.  New training initiative Financial support for 16-18 year olds
The Government hope to move towards an ultimate objective of uni i

1V

ncern 1n re H 2 E
ersally 3, | here has been much co CRAE years abolitithe in the arr,

ik 16-18 year olds who are not in employment. Those in full ti i

tr - e : inciple o . . for supporting « Ihose in full time education
jointly with the MSC a new training initiative (NTI) which would link a commit, i are supported by their parents, with family income support through child benefit, Family
develop traineeships within industry with the objectives of reforming g sy

traineeships for young entrants to employment. They have agreed in 1ts
pr

PWE"‘icesmm., jncome Supplement (FIS), national insurance and supplementary benefit (SB). The

opening up opportunities for adult training and retraining. The development mnemployed are entitled to SB (E15.25 per week) in their own right. YOP trainees get
traineeships within industry would be modelled broadly on unified vocational preparat , 123.50 per week. H Committee will shortly receive a further report from officials
(see iii below), with YOP providing traineeships for the unemployed. Ministers 4 (MISC 45) on the pros and cons of a youth benefit (YB) which would eliminate the

differences in financial support for unemployed 16-17 year olds and those in education.

shortly be invited to consider a draft consultation paper on NTL This will deal inter
with the mechanisms by which these objectives are to be achieved, the natue of the YB would support both groups on the same basis. It would consist of two elements - a

Government's contribution and the timing. flat rate broadly equivalent in value to child benefit, and for poorer families a graduated
additional element related to family means. (We give views on these proposals in Annex

iii. Unified vocation preparation Bl

Since 1976 the MSC and the Education Departments have jointly run a sni

experimental programme of unified vocational preparation (UVP) courses for youi | & We support the objectives of the various initiatives described ;above o,

entrants to employment. UVP schemes are chiefly organised by Industrial Trainf ¢ducation, training and vocational preparation of young people. But we e ¢

) isions to develo
S o 1 pstwe ang length between industries. The central feature of t* from the lack of a coherent framework. For example the related deés_lom P
e YOP and improve its training content, and

. A o : o work : .
schemes is about 40 days off the job training and education, within the first yeaf | B Preparation courses in schools, to doubl e aly s wiesasnied
employment. The trainee is an employee, and the employer pays a full wage, the & § €Xpand traineeships in industry have been ta A
S nd Ing e B 0a
supplying free education and a E4 subsidy for each day off the job. The aim is 10 &% “Pendently. There are two dangers of this piecemeal appr

the scheme fromthe present 3,500 places to about 20,000 by 1983-84.

effect;
the available resources may not be used to best overall 3

' considered and presented
) . . *  the impact will be considerably less than if they ar¢
lv.  Vocational preparation in schools and colleges I wdft
7ol : prepai : 34 i schools as a coherent whole.
orts are being made to increase the vocational content of cour esof icient mechanisms to
coll andationi@E e | lel Government have sufficent
eges, both before and after the age of 16, eg through the fo o W7 IS moreover far from clear that the Go universal foundation

City and Guj cational Gt deliver th 4
Y and Guilds of London Institute, and through the new pre-Vo wacFe® © various objectives, particularl

: e k
are planned for 16-17 year olds continuing in full time education: heir sttt
Committee has asked LEAs to bear this objective in mind in reviewing t
arrangements for educating 16-18 year olds.

development of
y the even to achieve the present

Tain i
Mog "8 and the reform of apprenticeships: 17 ik
! eXpansion targets for UVP (see paragrep"
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campaign to persuade employers, based on the evidence of di
ir

; e
who have already participated in UVP. Unless the Government - be"efnsl
. s nt w
wide coverage of Industrial Training Boards and direct the us, fere Prepareg %
. 1 s 9 € 0! \Qn
(which would not fit easily with decisions already taken on ITBY, )levy exemptmp gt
's ! Powg,,

they wil) n,

force the pace. On the vital issue of getting trainees to Pay for thei tbe 4
wages the Government can seek to cajole employers and trade unjo eir trammg in loy,
but the outcome must be uncertain. The same holds good for l’eiol—:]s- (see Paragra;t
The Government have a limited amount of leverage in the £30 mil[i;"g apprenucex:_k
provides marginal support for first year apprenticeship training, ”Sthrough Which
attached to this support in future eg the abandonment of age renrimiot:ngs Coulq b,
on entry ay

the adoption of broader, standards-based training. But this would affect
8pPrenticesh,

only at the margin.

20. As a minimum we believe that when the Government launches the ne
W trainj

initiative (NTI) it should do so on the basis of a wide ranging policy document coeris
over|

the full range of initiatives. But what is really needed in our view is an integr
initiative which relates the various developments both to each other and to the growing

problems of youth unemployment. This forms the core of our main proposal in section 4
below.

SECTION A: TRAINING AND EDUCATION OPTIONS

21. Major anxieties about current levels of youth unemployment coincide with concen

about training (particularly of young people) and the launching of a New gy
Initative. There is in our view an opportunity to bring these two themes together: B
the worsening prospects for youth unemployment(with the possibility that bY the end®
1983, as much as 70 per cent of the labour force under the age of 18 migh(f
unemployed or on YOP - MSC forecasts, paragraph 8F)are, in our views suﬂxdm‘;
serious to demand a radical new approach. Our remit made it clear that compulsi®® ’
not to be ruled out. We consider it later in relation to both milita” sef‘;‘; I
community work and reject it in those contexts. But we do €€ a zchool jear?”

. DN . ot or S
compulsion which introduces a mandatory year of foundation training f This ¥

. 3 e
erging from compulsory education at the minimum school leaving 38 s
L her
make a major impact on youth unemployment. It would draw toge!
st i ; ‘active y
rands outlined above. It would also achieve a major training objectl vl

vhich would take much longer to achieve - if it was indeed achievable -
means.
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niversal training year

AU o 1 :
¥ Ine essence of the proposal is to reduce the size of the laboyr force by raising 1
/2 v norr - 0
pease oL entry to the normal labour market. (We define 17 as one year after the
I

hool leaving age.) In return every 16 year old who did not t £
opt for

ese! I
x would be entitled to a year of foundation training. He or

inuing full e
he choice of

educatior
cont
e would have t

an approved traineeship or apprenticeship offered by an employer;

a training year broadly on the lines already envisaged for the development of
YOP (see Annex B), incorporating work experience, work preparation, and day

release.

pitially TY would provide most of the additional training (as YOP is increasingly tending
1o do at high levels of unemployment) but in time we would expect the balance to shift to
employer traineeships. Those aged 17+ would no longer be entitled to YOP (which would
be subsumed into TY), but those who had left school at 16 would have had, through TY, as
long or longer a period of training than YOP offers and, in addition, would be able to
compete for jobs currently filled by school leavers aged 16+. -

2. We estimate (see Annex C) that the training year (TY) would reduce the level of
registered unemployment by about 200,000 above the 130,000 reduction resulting from
YOP, at the present level of unemployment. (On the MSC forecasts for 1982/83, the
register effect would be nearly 300,000). About half the effect would come from the
elimination of unemployment among 16 year olds. The other half would come from the
fake up by people aged 17 and over of about 100,000 jobs formerly filled by 16 year old
shool leavers. [t seems reasonable to assume that most of these jobs would be taken by

me"fPlo)’ed teenagers aged 17 and over.

: in their own
%, Young people on the training year would receive only 2 modest sum

onal support (as under the YMh
each young person on the training
olds is about

41 by 5
Bleghl, allowing parents on lower incomes to claim addit
"fit proposals). we suggest about £10 per week fog

g 16 year
T i€ about £5 on top of Child Benefit; (the current SB ",:lt;‘: (say £5 initially) by
contri
Per week).  This could by supplemented 2 ii.) Each additional

aph 28
by
; cost of the scheme
Ab:nd Provided by the state for TY trainees would mu’easel the iyl Child
Ut i) s million en in full time education W

om
Ployers who were providing work experience (see PSS

neg; Families with childr
135 at present.
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Ay oy ptions, the scheme could be Implementeq
e
in net exchequer

YOP, the net cost woul¢

25. On tt
Withoyy
a

we m

. ; ok SSHMate, thay o "W,

fall rather than mcreasekmgher levels of o ent Plang, |,
®Mplo, i 1

: ble to shift more yment,anc’_’

employers (see paragraph 28 ii). On this basis TY woylq be m i S8t bagy , '

uc| <,

k
YOP in terms of redu Sistiectie,

It would ajso be much mo Y
’ %

the total net cost of TY per unit reduction in unemployment 1 € cost effecy
would pe v,

year compared with £1,400 per year for YOP at present (

£75 million more,

unemployment fell, nk it should be possi

of

h mor

g unemployment.

about
Annex C giyeg £800 |

!
the costs and savings involved). he Sstimae o,

Feasibility

26. About 170,000 additional training (ie YOP) places would have to be R
would expect over half of these to arise, first from making better yse of the m‘
places, and second from some employers who, denied the chance to recruit a 1 m{;‘:
would provide WEEP places (see Annex C). We assume that each training year m

include at least 6 months of work experience, (mostly on employers premises), trajn
) nm’i

courses provided in a variety of institutions, and continuous day release for furhy

education. We think the required expansion of YOP type places ought to be feasible; x
only 1 employer in 10 currently provides work experience for YOP trainees, there is:
large untapped resource. We understand that, in broad terms, MSC officials consicr
that such an expansion should be achievable. For further education, at present the MS(C
buys about half its requirements for YOP from the private sector; assuming th
proportion was maintained for TY, the required expansion of public sector FE would b
just under 10 per cent of present provision (see Annex C.) Falling rolls mean that ‘

should be possible to find the physical capacity to meet such an expansion. ‘

Advantages of TY
27. It seems to us that TY would have the following advantages -

i. It significantly reduces unemployment:
It would eliminate unemployment among 16 year olds entirel
unemployment among other young people by about 100,000 on this years
total register effect of 200,000 above the 130,000 register eﬁe.a o,were
present. At no increased cost, the register effect would be much mghene post ;
level of unemployment to rise. The reduction in unemployment amon‘sttwo /
Would be due to jobs no longer being taken by 16 year olds- e
national programme all areas would benefit. But the effect fof eas |
be less marked in areas of high unemployment, although in these 3 ake o
fegister effect of removing the 16 year olds would be greate” /R @
fecommendations to help the high unemployment areas in paragré S

y and would 1
figue”
g YOP¥
#

,o‘;\f
the post o
dre?
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ii |t provides 3 €O coherent policy for young people i transition from schoo 1,
i 0

work
e 3 ove 3
= would enable the Government to bring together the separate strands o

‘ : f polic:
young people in a single major Government initiatiye, o

for It would:

achieve the desired conversion of YOP from a Stop gap measure to
a

programme of structured training opportunities;
. incorporate the development of traineeships in employment modelled on UYP;
3

_ implement the new training initiative as it affects young people - universally
available training for all school leavers;

A incorporate the reform of financial support (for 16 year olds but not 17 year
olds) on 'Youth Benefit' principles as part of a total package which reduces
youth unemployment and does more for young people (presentationally this
should be more attractive than benefit changes taken on their own);

embody the approach to pre-vocational education which the Government is
advocating for full-time education through the "17+ courses/examination".

& TY would also provide a means of getting the NTI effectively "off the ground" and

8¥ing it considerable initial impetus. Its advantages in this context would be:

: ; 445, ithin industr;
i It provides levers to encourage training reforms wit indus

By taking powers to approve forms of training for 16 year olds Pfowde:ulz'
employers, the Government would be able to exert ww-e fofh:h‘ s‘:ithin
reform of apprenticeships and the extension of .“'a":jd : tightly
employment. Criteria for approval of new el s

ull time training or
Y . o days a week f
drawn and could include a minimum of tW gnised apprenticeships would be

uld be set after which further
could be applied.

education. We envisage that initially all rec

3pproved, but a date (perhaps 2 years ahead) C:a ages)
Criteria, relating to content of training and perhaps
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ii. It can prov \_mechanism for SWINging back t
: v S e eyl O em
burden of providing foundation training, as the em lo i rosers the ¢
ment Slituation i ey
Mprg 3
Ves
Through Y

iii.

P, the Government is already shoulderj
. n

preparation and

8 the burde, of
Vo

foundation training for a very large and W
8rowin
8 pary
of

school leave

population. The NTI aims to s
[ S Wing the reg, -
Ponsibjliy,
Y bagy ,

employers but it is not clear how this would be achiey
e

d. Ty Y
same problem, but to deal with it, we suggest that a fj Woulq face y,

nancia| lever shoy
40 be.
Ponsors to SUpplemen

‘ hat, in th,
universal training year, this would be unlikely to lead ¢

built into TY by requiring employers who are WEEP s

the trainee's allowance. MSC's initial reaction is t
€ Context o,

. 2 0 a g

reduction in WEEP sponsors. The employer's supplement Sl Aimt.cu

ially pe g

e e ge!heu;:.
the diminishing supply of young workers, would lead employers mqmmg‘

s iy

prefer to recruit a 16 year old and provide a foundation training themse

at a low figure but could be adjusted over time so that the Cost, to,
)

lves,
rather than engage an older trained person or provide a WEEP place.

It makes young people "pay" for their training
Young people on TY would receive a modest allowance well below a norn
wage.

It would be possible, in time, to prescribe a low training wage fx
those being trained by their employer (including apprentices). This wouldbe:
means of achieving a particularly desirable objective of the NTI -t

lowering of the training wage - which is unlikely to be achieved voluntari:

It provides a training for young people who are takiﬂJML/W
The present high unemployment levels, and low level of employer "“mni
means that the middle range ability school leavers are being selected ’c:
at the bottom end of the range, while the lower ability leavers get some :0;(
of training through YOP. This is not likely to achieve the best use OM
nation's potential manpower when the economy recovers: TEds
these middle range ability young people with training.

| CONFIDENTIAL |

es more effective use of YOP faciliti
% makl,s,’l‘,__ 4 ities
e

Under TY @ programme would be mapped out for €very young person in the
knowledge that he would not be leaving at unpredictabje moments to take up
a job. Without this assurance present aspirations for structured training of
good quality on YOP are unlikely to be fulfilled. The reduction in turnover
compared with YOP would allow more efficient rise of training and work

experience places.

possible Ob; ections to TY

9. Therearea number of objections that must be considered:

Possible loss of productive potential

i
gy substituting training for work (whether the training is done by employers or the state)

1Y will permanently reduce the available supply of labour. We would hope however that
it would lead to productivity gains from the creation of a better trained work force more
ready to adapt to the needs of the future. Although it removes about one third of one
year's age group from the labour supply, TY is unlikely in our view to lead to a shortage

of labour in an upturn as

& unskilled 16 year olds are not likely to be critical to output;

- the 'approved' traineeship, allowing more work than,TiY,, Jeayes, appescape

route;
g married women provide a flexible alternative supply of labour.
L Union opposition to reduction in allowances
The TUC supports universal traineeships but is likely to 0P : s i
"¢ Wages and allowances of trainees on grounds of exploxtatfm an i: :b"“. .
ot lear how large a reduction would be viewed as 3 fair quid pro quo aineeshi

‘ i ce of outright union resistance.
*ould not be possible to get TY off the ground in the fa e o

¢have not been able to assess what the likely reaction o5 v.he- hen developing more
h.em TY, but it is a factor that would need to be borne in m"‘.d s f the total package,
fiem Proposals. A great deal would depend on positive presentation : ent problems and
and op, Persuading the unions that the beneficial effects on unemploym

trajn; A
"ng objectives justify the overall approach-

pose a substantial reduction in




iii. Loss of money

ndependence for YOung people

; nced that a successful TY wo i e
There would be bound to be resentment among some young pe put We are convi : uld require lead responsibility to lie
4 Ople | g - and its area organisation, or at i isati i
families) who could have found jobs in the normal vay ag ¢ mp (anq Perhgy [  ith the MSC and it & i ﬁ, least with an organisation which
; 5 this the;, jhe q MSC experience and staff resources,
areas where there was a higher chance of employment S Breag,, use of e : § SEPIBRED a o

y 1e the lower unem nade

0 an organisation based on education authorities -

Many would not be pers 2 cfering this to
pes

d that a basic traineeship was
St as an invest,
ment £,

OYment g,

nor that for one year it would be better than a job with no train r thejr futy, i
INg, partjcy. hough education is an essential thread in the TY package, the main
training allowance was appreciably less attractive f Cularly ¢ Althoug ge,
3 : nancially thap YOP ¢y v asis is on training and work. It must be, both in substance and in presentation,
Among the young people on YOP to whom we spoke we found unanim rently emph

OUS agreeme,,

being at school .,
would be better ;
views will have something to do with status as well as finance

ork related rather than school related.
w

it was much better than being on the dole, and also much better than

there was also a high level of agreement that a 'real job'

still, ) i. TY would build on the experience of YOP which has been co-ordinated and

»and TY wouyq 50 i sC
3 alony d by the MSC.
way to removing the status problems. Much would depend on how the sghnwS P
. i Cheme
presented and marketed, and on the success in developing training schemes of 0 {ii. TY would require central funding and - although delivery would be local and

quality. As TY would be a once for all change, any resentment would be felt
acutely by those caught in the first year of the change.

locally organised - a degree of central control and direction.

iv. For the education element of TY, the private FE market, as well as public FE
should play a full part. (Under YOP the MSC buys about 50 per cent of the FE
privately rather than from LEAs. )

iv.  Another year of "School"

We think that as long as TY was not based on an education institution, the young peoyé
would not view it as a continuation of school. YOP already deals with the bottom end
the ability range and has a refusal rate of less than | per cent. The extra tranche
young people coming on to TY would be the middle ability ones who may be more higl
motivated than the current YOP clientele.

V. t is ai i dvantage to have the
> It is arguable that for a work-based TY it would be an a ge

rtite str i t d depend on how
tripartite structure of the MSC; the strength of this argumen’ woul pend on ho

il rate.
far the trade unions welcomed TY and were willing to co-ope

; d
\ would be to give the lead
Forms of compulsion oS UCKUEE

" We are inclined to think that the most viable s", hich brought together present *
. H mes 2
30. There are two possible methods of implementing TY. The first % | responginijiry for organising and delivering TY to a body W facjasithese
16s, with sin i ces (at least <0 3

| USC responsibility for both YOP and other training sefYics
lemmt;; affect young people) and made use of the existing MSC regi
o YOP 4t present, the function would be primarily fm o
Xovision would be through a wide variety of agencies and s

attendance compulsory in the same way as education is for the under :
sanctions and enforcement arrangements. The second is to make TY an entt
an obligation, but to make no financial support available to those i nz:: ot
Under both approaches it would be illegal for an employer to engage @ LoyeRpmiis,

onal organisation. As with
tbrokerage! in that actual
ponsors (employerss local

d be for
- en U . etc). It woul
£ A ; hich school children thorities including LEA's, voluntary sectors private FE irable.
Or an approved traineeship (other than on the terms under whi o uding Sy, 1 Commissions would be desir:
16 can currently be employed). deration whether a special title, eg YOUt
Organisation e rei® 'y
4. d < ofifl
3l. If TY were favoured in principle, important decisions woul g™

gand e

instituti h inatin|
titutional responsibilities for launching it and organising, co-ordin the 0Pt
TY e o
Provision subsequently. This would require a detailed assessment |

we 3
ourselves have not developed any final or precise solution.
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34, n the future organisation of the Traj
ai

Programmes Divisio

A Rayner

f nin
the MSC has recently been completeq 8 Service ang g

1 ibi e

favours bringing closer together responsibilities (both at tha ““derstanq th

Centre >
ing S Jene and v
YOP and training generally. We think the general lines of regmna.,y,;v
inconsistent with our own approach, although the pros i the SCrutip, m«r
] Oons of i Nop
isational structures would need to be reassessed in the context of Ty dlfterem Orga
g,

35. There is also the distinct but essential func

ction of i
3 Planning, 8uiding g
school leavers during their TY. The careers service seems the most | B
0gical base
for

ntrol; its q

as it is for YOP. The careers service is at present under LEA c
Ol

highly variable from area to area, and its activities are divided be

5 A tween Buidance
children still in school and placement work for school leavers, Its functio, )
3 ns

area have been growing, and have been reinforced by posts directly fu;:::e;“
(already 1 in 8 of careers staff). If TY were to be favoured we think jt WOULL;
necessary to review the role of the careers service in the context of TY. This yoy
need to cover two main issues - first, the balance between in-school work and Post-

SChool
placement (arguably one could rely more for in-school work on career

-advice specialist
from schools' own staff); and second, the relationship of the careers service (or at lex

that part of it concerned with post-school placement) to the organisation responsibie fx

TY and to existing MSC job centres. It is at least open to question whether a continun
LEA based service would be the most appropriate way of ensuring an effice
relationship between those responsible for TY and those responsible for individ
placement and guidance.

Conclusion

36. We believe the current combination of concern about high, and growing )'aL‘.-'
unemployment, with concern about the need to secure better training for yOl.ms P:k"er‘
(and the difficulties of making substantial progress on a purely voluntary 4 mm;
strong case for giving serious consideration to the option of a compulsory e O::M
above. We believe that, despite some problems, a practicable scheme Can " uld ¥
without excessive cost. The time constraints are legislation (whict S
controversial), and the need to build up sufficient training opportunitie®
modest expansion of further education, and to develop suitable courses

be given to legislation, we believe that the training year Mights
commitment,

34 ciencer

be introduced in autumn 1982. (There is much existiné exP'C ce !
. A its 0

YOP in particular, on which to build.) But if legislation had t© take 2 att

whatever

m 0ne’

19 .

) : /82 session, a more realistic date would be autumn 1983-

int : [
roduction, the problems which TY would help to tackle are not short €

20
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ers are attrac ted by the idea, we recommend that officials should be asked

Minis® .
" if e Proposal urgently and to report as soon as possible with a more fully
10 O p{OPOSal’ and with advice on feasibility and timing.
d up
worke

Avoluntar approach

L3 7y aims t0 reduce unemployment by withdrawing 16 year olds from the labour
18,

forces @
iobs for those aged 17+.
: although the impact on unemployment would be much more modest than with TY
means

sible register effect of 70,000 compared with 200,000 for TY). The approach would
(a pos

nd requiring them to remain in full time education or training, thereby releasing
Some progress to the same objective could be made by voluntary

involve =

substantial reductions in benefits and YOP allowances;

offering a training year to unemployed school leavers through YOP;
= measures to increase the staying on rate in full time education;

- measures to encourage more training (which could mean that employers would
need to increase recruitment to maintain output).

39. This would be equival@nt to a further expansion of YOP financed by substantial cuts
in the level of benefits and allowances. This approach is outlined ‘".1 Annex Dy ltb:elul:
be considerably less effective than TY in reducing unemployment; it _w?uld — 4n:
st effective. We think it would also be less effectiveiin acmmngu::ev:::arj
objectives. But if TY were not favoured,

approach should be considered.

we would recommend that

& Training for skills ed we think there is 3 good case

2 is adopt
Y. Whether or not the idea of a training year is a¢oP ckle youth unemployment, on

tod unter-

z e, as a temporary co 3
Yaining for skills. The main objective would be to ma:: :vhen there is an upturn in
Cyclica) measure, the supply of skills which might be sca

le unemployed

that the more b

the 4o be to ensuré 4 i
fconomy. A secondary objective wuma, were able to develoP their potential to the

ent are

ffective US€ of the nation's man;fower, but
T le skills which would better equip them to
ble s!

N es
for 8lving more emphasis, in the context of measur

:::"g People from high unemploym
* This would not only lead to @

¥ould proyide the young people with marketa

"% 10 areas offering better job prospects:
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41. We have 2 specific recommendations -

is he Ministry of Defence should be authorised ¢

0 l'einn
> a substant at,
practicable a substantial programme of apprentice recruitment e oo,

10Verangy, " ¥
Ve th,

I t r“pcrl_
tices ang o
We understap, “ »

Department's immediate needs.

Since this programme would

be in g
we consider direc

the extra appren
instructors should not count towards MOD staff limits

to youth unemployment, that

MOD could accommodate between 500 and 700 extra appre

s that 4,
ntices a yea,, 3

ii. The MSC's threshold programme of computer training for se \
1001 leayery

P, 4

should be given the same priority for public expenditure purposes as y
- (§
present its funds run out after 1981/82, This seems short-sighted given thy
e

) large
current need for computer skills across all sectors of the economy. It woylq £

2 seen
logical for the scheme to be merged with YOP.

42. Beyond this, we have not in the time available devised a complete set of propos
for training for skills. In view however of the growing numbers of more able youy
people amonglthe unemployed, and the large amount of spare training capacity avana:;
in further education colleges, in nationalised industries and in large firms, we believe t
time is right for an urgent review of the contribution which the Government is making®
training for skills, through the various arms of the MSC (including YOP) and apprenti
recruitment by Government Departments. We recommend that the Department s
Employment should be invited to come forward as soon as possible with proposals foé
skills training package, biased towards the areas of high unemployment. Ve sugget
upper cost limit for such a package of say £50 million a year.

KET
SECTION B: MORE JOB OPPORTUNITIES IN THE ORDINARY LABOUR MAR

itie
43.  Whatever other measures are taken, it would clearly help if more job 0PP°:“:IW
for young people could be made available in the ordinary labour i B:ar: fer
genuinely additional jobs can be provided, more jobs for young peoBs n:layﬁr:ﬂ of &
jobs for other groups in the working population. The displacement’ ©

hel?""é
It is 0 B g

measures in favour of the young need to be carefully weighed- ploy
young people to find employment if this is likely significantly t©

among other groups - eg family breadwinners, or younger adults -
Or greater priority,

worsen Un€

d ©
which com™

¢ |

—
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s considered below try to take this into account

The option They are as follows-

Action t0 widen differentials between young people and aduits,

Government subsidies for youth employment (including eg the remission of
national insurance contributions)

Giving young people access to a wider range of jobs

4. Reduce financial incentives to work for married women and pensioners
More early retirement.

2, Action to widen wage differentials between young people and adults
45, The wages of young people (in particular boys) relative to adults have risen
significantly over the last twenty years (see Annex A). A priori, it seems likely that this
has reduced market demand for their labour, and some available studies tend to confirm
this. Moreover employment of young people seems to be more sensitive to relative
wages than the employment of adults. There is some evidence to suggest that a 1 per
cent rise in youth earnings relative to adult earnings may, even in the fairly short term,
reduce youth employment by between | per cent and 2 per cent. The effect seems
stronger for boys than for girls.

4. If it were possible to widen the differentials again, almost certainly additional
employment would be created, but there would also be an adverse effect on other groups.
Some studies found evidence of substitution between boys and men- But another study
fond that women (both full time and part time) were the main subsu’tuuis for youths.
There is anecdotal evidence which supports this. There is foreign erlxdence (from_
Denmark in particular) that too wide a disparity in wages between Jariles eod tyo:j
ts promotes juvenile employment at the expense o m:nl:":’:e:m:én
*edundancy problems among the slightly older age group: On the other ) ; Gt
Uniteq Kingdom relativities are high compared with many ‘.nher iy glearly the
Where the disparity does not seem to give rise to major problems:

a .
PPropriate relativity is a question of balance.
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47. Our own judgement is that, given both the signifj
icant jn

sher than av .
wages and the higher than average unemployment problem Crease i relay
A -y amon Ive
a good case for at least trying to prevent any further e 8 Young Peopie Youy,
. tivi th
possible, reversing some of the increase which has taken p, S Wage inCrm’ ere
. ace %, 4
have some adverse effect on adult p * The | Nl
tect or employment (sor Atter e
e, perhap; 1S like|
s ely

industries, at the expense of parti
. pe married women, but also affecting men) Cular]y ing
n).

would also be created. But aqy;
ong)

48. The Government's ability to influence wage levels for yo
Ung peo

we recommend an approach on the following lines - Ple is linite, ,

1 Levels of benefit and allowances

The flo

people must be influenced by benefit levels, a:cri ::ow:ygethb:riaimng for you,
allowance and training allowances. (A table setting out the p:: of the yop
benefit and allowance levels is given at Annex E). We argue in /-\nnee;cnl:)range :
training/educational reasons these levels for the 16/17 age groy shmuj‘ g
substantially reduced. Such a reduction would in our view also be 1uztin:d::

“indirect means of bringing down relative wage levels. Specifically we suggest

- Benefit changes on the lines devised by the interdepartmental grow o
financial support for 16-18 year olds - the Youth Benefit proposal. 16/17
olds living at home (the great majority) would be regarded as prime
dependent on their parents when not in work. They woud hae®
independent entitlement to supplementary benefit, but would be entitled
flat rate Youth Benefit with additional financial support related to {2
means. (In Annex E we discuss alternative forms of YB.)

- although a reduction in the YOP allowance would be controversizh ¥¢ thi"t;

should be set at a level which maintains a similar premium @0\t e

as at present.

]

o = lssmm
Changes in entitlement to unemployment benefit for those unde” should*
18, of

considered.  Entitlement should either be postponed ons &
ibuti

reduced for those under 18 (eg by relating benefit t© contri -
- il past o
paid rather than to credits). This can be justified O thed».eir famil® 4

People under 18 can properly be treated as dependent & \

Iy

P

®Vice
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s ipporte In our view a reduction in UB is needed because, even though
inority of unemployed 16-17 year olds claim UB, it is possible iorg e
get an entitlement to UB after only a few weeks work, and a continujs:ml:jt:
UB rate paid to a minority would be widely regarded as a floor below i,hkg:h
wages and the YOP allowance should not fall.

. Training allowances for 16/17 year olds are at present somewhat more than
the present YOP allowance: we think these should be similarly reduced - to

the YOP level.

But we recognise that changes on these lines will be more difficult to "sell" in

isolation, than as part of a wider package.

ii. Wages Councils. It would in our view be helpful if Wages Councils, which set
minimum wages in low wage industries where normal collective bargaining does not
apply, were either to exclude juveniles from their scope, or to provide for lower
minimum levels for them and/or a more gradual rise to adult earnings levels. The
Department of Employment was asked to consider this exclusion when the
Ministerial Sub-Committee on Economic Affairs discussed the general future of
Wages Councils last autumn and decided that they should not be abolished
altogether. The DE should be asked to complete their assessment, and their

conclusion should be considered in the wider context of this report.

the CBI and other employer
s that differentials should not -
We believe that there is scope
(around one-

iii. Employers. The Government, through

organisations, should seek to persuade employer:
narrow further, and should, if possible, be widened- =
for this, both where young people are outside collective bargeiving

" - two-thirds). Most
third), and even where collective bargaining &P o

plies (ar
And there is some

employers at present pay above nationally sgreed mm:a. iven since the effect
‘ oW too easily 8
evidence that concessions on juveniles' p3Y may be be urged to take

all. Employers should

°n an individual employer's pay bill is S™ dual decisions on youth

account of the serious cumulative effect of

their indivi

¢Mployment prospects generally-

Z&



iv. Unions. similar approach might be mad
—— € to

' 4 . t
argument that union pressures to improve wages o he TUC, baseq
r 'oun o w
employment opportunities with damaging results But, j § People have, 3
» i i a » Since ueay
precise 'displacement' effects of changes in re e Viden, .

lativities is not Cong] i
c

be preferable to in this Usiy
P! In this respect with pro ) it g

ink any TUC approach

better training for young people. Posal to xeu:

b. Government subsidies for youth employment

49. An alternative option is direct Government subsidies fo,
r

T : youth
Although this lies more within Government control, a major drawback i
» S Compareg

a., is that youth employment is promoted at the expense of Government h
father th, ,

young people themselves.

50. There have been experiments in the past with specific subsidies to reduce
relative cost of youth labour in order to increase youth employment, eg the J
Government's Youth Employment Subsidy and the Recruitment Subsidy for Sci
Leavers. An analysis of the results suggests that the overall effect was quite smal;
relation to the size of the subsidy (eg YES was worth a quarter of earnings for uptof
months but produced rather less than 10,000 extra jobs). However, a Government subsis
scheme (with its rules and regulations) is likely to be less effective with employers ti
an equivalent reduction in young people's actual wages (if that could be achieved).

51.  More recently there has been some discussion of a general remission of nai
insurance contributions in respect of the 16/17 age group. There is in our view o ¥
for remitting employee contributions, and a general remission of Mcomrib\ﬂ-‘f
would be equivalent to a general subsidy for youth employment at the Governme’;‘
expense. There is also the risk of leakage into still higher wages for young e v‘-e‘
cost in loss of revenue from employer contributions (affecting current peleti
than public expenditure) would be 130 million.

52.

We do not recommend general Government subsidies on these lines:

CONFIDENTIAL
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oung people access to a wider range of jobs
W

ye have tWO suggestions -

1 w’wjﬁqycﬂ through job centres and careers service. Apart from

appren“cesmps, there are few jobs in the modern labour market which are
earmarked for young people. They are in open competition with adults, perhaps
espedauy with married women. The LEA careers services provide an employment
service for young people under 18. The MSC job centre network provides an
employment service for all ages, including the young. Employers can notify
vacancies to either. Unless they actively want a young person they are likely to
notify only the job centre. Job centres and careers offices are advised to exchange
vacancies suitable for young people. It is possible that the interests of young job
seekers might be better served if there was a single all-ages job information
network, incorporating staff with a special responsibility for finding jobs for young
people. We recommend that DE, in consultation with the MSC and interested
Departments should consider this.

ii. Part-time work. Many of the jobs which young people used to do are now
Employers tend not to consider young people for part-time
Some reckon that it would be wrong to offer a young person something less
than a full job. But part-time work is in our view much preferabl? to no vfork'at
all. We recommend that job centres and the careers service, pamcula::i:eh;::
opportunities. There may also be scope for marketing t! e Elack
to do part-time and odd jobs of the kind which 5 ot ge;e:::tins. The aim
economy, or by do it yourself, or not at all eg gardefmng;h:o:;jvidual S iy s
¥ould be to provide a full weeks emPIYMENt & T L L especially
Package of different jobs. This could happen without St

. tions
; ung people's wage expecta
if the benefit changes which we proposes Lage - economy rates of pay- Ve

black o,
to the point where they would undercut {ing up schemes of this kind on

o ider set’
fecommend that the MSC should itself const

an experimental basis.

done by part-timers.
work.

217
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d. Lower financial incentives for married women and/or
an gs => 2OF married wom ;
- nNsio,
54, We would not wish to recommend measures which s
Positively 4
particular groups in the labour market. But there are two g . ﬂlscrlmmate
] ) roups -
pensioners - for whom the Government plays a Part in settin h Marrjaq Wome,
8 the by i
i i nter the labour SR anc
incentives to ente e bour market, and where there is 5 € of fing,

. . ‘ Case %
balance in the light of longer term employment prospects. for rewe\,,mg

i Married women. The present tax rules unduly favoyr
LT . marrieq
both are working. It is difficult to justify the fact that ; Coupl“yw
2 W0 income e
People, 1 Ve
Promotes 5 highe
d be foung wder;
' _ on employment grounds, ¢,
removing this degree of positive encouragement to two earner coy y

couple get allowances well in excess of those due to two singl

e
probable that the fiscal bias in favour of two income couples
participation of married women in the labour market than wouyl

more ‘neutral” system. There is a strong case,

' ples, 4
somewhat lower rate (or rate of increase) of participation by married women
oyt

improve prospects for other groups, including the young. (There is some evidens
that married women's job opportunities have expanded at the expense of youy
people's opportunities). We recommend that these implications for employme:
should be given full weight when decisions on the taxation of married couples &t

eventually taken in the light of consultations on the recent Green Paper (althos

we recognise that the major tax changes involved may have to be deferred ut
PAYE is computerised in the late 1980's).

il Pensioners. There is a Manifesto commitment to abolish the earnings el ‘
i

pensioners. But it has already been decided that this cannot be don¢ fo/c
ings lin'

grounds) within the current PESC period. And the real level of the earnings ;

‘ iti terms f
has been reduced (as a result of the decision not to increase it in money
for pensioners 1ot
ult o s
of jois ™

current circumstances the case for giving greater incentives
in the labour market (whether for full time or part time jobs) is kit

other groups (including young people). We recommend
eventual abolition of the earnings rule should be reviewed, S
reduction in the real level of the limit be considered (buf " ssionaﬁ"

discou'age part time work, or encourage staying on beyond OB g ‘
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retirement

garl = 3 4
; Early retirement is prima facie an attractive option at a time of high
3 2 ssary condition i 2 et
55 pyoymem' But a nece y ition is adequate pension provision (or alternative
em

al support as under the Job Release Scheme). Under the state pension scheme,
financ

no provision (other than via the JRS) for retirement with pension before 65 for
there 15

/60 for women- Reducing the pension age for men would be costly (and in practice
m ible): assuming that in current circumstances two-thirds of jobs vacated would be
et m the unemployed register (with consequent benefit savings), the short term
nual cost would range from £300 million, if pension age fell to 64, to £1,800 million, if

ge were reduced to 60. (The costs could double in the longer term if a return to

filled fro

;gnsion a

full employment 1S assumed.) An increase in women's pension age to set off some of the

st would not be acceptable without considerable advance warning, and the immediate
0!

savings would in any case by fairly small (though they will increase as the new pension

scheme matures).

% We do not think early changes in pension age for the state scheme can be

recommended. But we believe that the longer term objectives of the state scheme need
By the 1990's it is possible to envisage a common pension age of, say,
60 to 65 with reduced pension
ng later up to 65. But given

ce notice of an increase in

to be reconsidered.
63, combined with flexible retirement provisions from, say,
for those retiring early and enhanced pension for those retiri
the long lead times (in particular the need for long advan ; M 1
Women's pension age), this would depend on decisions being taken in the e:;:' K séope
order that longer term options should not be foreclosed, we recommend o
for both earljer and more flexible retirement in the longer term should y
taking account of longer term prospects for unemployment levels.

. pe for introducing greater flexibility for early

We also think that there may be sco| r ake any change in normal
‘eticement at an earlier date than it would be possible m‘ wards this, and appears
Pension age. The Job Release Scheme goes sOME il alread)'x ;mu'es. There may be
" be one of the maost cost etfective of the special °‘“"l°y".‘: early on a reduced state
*ther ways of enabling people who wish to do 50y T reti explore ways in which Job
PNSion. In the time available we have not be<t abl:ut:m We recommend that the
¢lease might be developed, nor to examine OtNEr e thin the state scheme should be
$Cope for a more flexible approach to early retirement W1

29



urgently considered. We also suggest that

the cas
€ fol g
enhancement to pension for those retiring after the ey; i c"“tmujngI
Xistj 0
SHNE pensig, = Py,
e
: lo
ings rule in some form; if flexibility i
is
to strengthen the case for reviewing the commitme, U

reviewed. We note incidentally that flexible retirement In'th
N the
Nger ter,

m w,
an Objectjy, v daln,,
nt : ®) th

to abolish the eﬂfmngs ? this a,,
fule,

certainly require an e

58. Under occupational pension schemes, there is evidence of

A o . Scope f
imposing) more early retirem i Or en,
posing Y ement under existing prov COUragmg .
Within by

yee's
OF employe,

isions of many scheme,
S

rement, at emp)|,
0
behest, before statutory pension age. This will not necessarily in F:
voly

private and public sectors. Many schemes allow retj

€ additiong) Cost (i
eg 8etting rig :
4 y of the
' ving In the time available we have not

to examine the possibilities in detail, but recommend th. o

pension entitlement is lower), and may have benefits to employers (
. s . . IS
inefficient, or improving the age structure).

at the CSD should + Y
3 2 : L k "
in assessing the scope in the public sector, and that the CBI should be ¢ aule the ez

onsulted ab;

means of encouraging the private sector to implement more vigorously the pr
1 ; ) OVisions foe
early retirement in occupational pension schemes. (

Conclusion

59. We believe the proposals made in this section could have a helpful effect bothw
unemployment generally including young people (options d., and e.,) and on the you
unemployed in particular (options a., and c.,). But the results, even where early action’
possible, will not be quick or dramatic, and some proposals (eg changed tax incentives
two income couples, or lowering the standard retirement age for state pension) &

longer term only. The proposals in this section are therefore complementary to, ™

in our view a substitute for, other proposals which can have a more substantial ¢f€” ‘

the immediate problems.

SECTION C: OPPORTUNITIES OUTSIDE THE ORDINARY LABOUR MARKET
A above);

. ¥ we B*
60. Apart from provisions for education and training (Section ;

and : 3 e
_V"“‘h unemployment in particular, by promoting activities ¥
:fdlnary labour market. We have reviewed two options - military services g
orms o i " ur O {
e f community work. We have not ruled out compulsion, although © X sion®
nst | i ¥
8ainst it for either option. However, we believe there is large sCoP® Lt

nly for youn ople, b
nunity work, not only for young people, but for the unemployed generally, and that
com need not be excessive.
s

nitiative (pdragrapm 22 to 37 above), which necessarily concentrates on young

An initiative on thi
e o5t s front would complement the
yainin®

ople Just out -
" uding family men) with special emphasis on areas of highest unemployment
(inc ¥

of school, by offering opportunities to a wider range of the unemployed

Military service
4. The earlier Treasury report discussed the option of reintroducing compulsory
nilitary services

es in current circumstances -
advanta)

It would have a strong effect on unemployment. Assuming service of 2 years

and we have also reviewed it. It arguably would have two main

1
for 18/19 year old males and an annual intake comparable to 1962 (the last year of

national service), there would be 430,000 extra servicemen (some 400,000 recruits,

plus 30,000 additional regulars for training etc), and about 330,000 fewer

unemployed.

ii. There is some evidence (from a December Gallup poll) that national military
Nearly 70 per cent favoured the idea, and even the

service would not be unpopular.
affected) showed a majority (52 per cent) in

under 21's (the group that would be

favour.

62. But the disadvantages are in our view overwhelming -

eference to which compulsion ¢

der that large numbers Aof
jorities

i there is no defence or security requirement by«
could be justified. the MOD consi

i i i m existing pr’
relatively short service recruits would divert the services froi 4
jectives.

On the contrary,

and hinder rather than promote defence obj

gh. The net girect exchequer current costs (taking

. The cost would be very hi ) have been estimated very

account of benefit savings and tax and NIC flow bad“(ms assumes that recruits
broadly at between £1 billion and £13 billion Pt
Would be paid about £3,000, but even if this Wi
would be unlikely to be much below &
Capital costs in constructing addition

year.
ere substantially reduced the cost
in addition be initial

illion). There would in
L estimated at about E2%

ol accommodatimy

3
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billion. Even if resources on this scale were availab
" - llable (whi
from clear that national i Which ¢ 2 Nty s
: Service, as opposed for o hey are not) projects for" COMU work need to meet certain conditions, of which the mor
construction works, would be the 'best byy' Xample ¢, Rigg, . our view are Xe
Juy' from th Major rtant IN
unemployment. € point of " Py impo!
oW of
e e :
Sing hat they can be carried out b . v :
i - P i : y people (including young people) with little or
iii. Compulsory service would mainly affect the 18/19 no previous training; J
im d 7 age gr. lve
posed on the 16/17 group. The problems of the early scho, 18 S It Coulq pgy I that they relatively low (or no) costs of materials, machinery, etc;
untouched, and there would be no guarantee that they ol leavers would, b {ii. that supervision costs should not be excessive;
would < ft 3
other groups - from the extra jobs. For those who did fj dbenefn_asoppuse" iv. that they can be shown to be 'fenced off' from the ordinary labour market, in
P 3 ind j d, e 5
training would be disrupted by subsequent military servi jobs, employmen, , the sense that they are activities which would not otherwise be carried out at
ice. Y .
all in the foreseeable future, either because they fall outside the accepted
iv. Compulsory militar : limits of normal public sector activities or because they are clearly prevented
: i ¥ service on an acceptable basis woulq di i =
universal in principle, and any exemptions would need to be o by T e
eed to be based on cr ] ; g .
WO X y Criteria whis V. that they nevertheless provide some communit. benefit.
uld command public assent. Selective service on a compulsory basi & 2 ¥ L
unemployed only, would be divisive i
and probabl
pr y unacceptable. Despite the constraints set by the conditions, we believe that there is room for
significant expansion of communit work opportunities both for youn; ple and others.
63. We do not recommend compulsory military service. gn y ppo g peo)
64. But we think th 7. On the basis of a trawl of Departments, and our own discussions, some examples of
2 nk the servi i i R
e, ervices can nevertheless make a significant contribution areas for possible expansion are -
o ease
it 8 ; youth unemployment. The Secretary of State for Defence is proposi
short enlistmen i . B 3 £ 5. % I
ts (six months) for 1,000 young people initially (in the 17 year old: Environmental - clean up of derelict land, particularly in inner cities

‘ -elearing/maintaining canals (for recreational or

transport purposes)
_ converting disused railway lines to cycle tracks =
grounds of hospitals, residential homes,

group) as an extension to YOP, a report on this proposal will be available very s
There is also large potential for increasing YOP work experience placements in defent
establishments and for MOD to take on more apprentices (see paragraph o)) ¥
recommend that these options should be urgently considered. (A scrutiny during I
under the auspices of Sir Derek Rayner has been proposed by MOD on its arrangené®
for apprenticeships training and a policy steer for this scrutiny may be needed.)

- work in

schools

_ maintenance and repairs of difficult to let property

Housing
b.  Community work* e s -
2 . o interi jon for old people
u e i e gt by auﬂwrtlra'“" = ln!enof de‘:":;::, of the cost, possible objections
18 untary organisations, already plays a significant role in YOP (@bot so,o”og’,‘nmm.v - msulatx?n . nm‘ms LA e
e - V s from private ,
Enterprise Pro: l981/(82) and is the basis of both STEP and the Pfoposearepinned; o e e it =
= | - i is i best followed
1981/82, velopment from STEP) for which 25,000 o ot s o
up as an option available locally)
* The term 'c, .
om : ) e
‘community sery;';:{‘ny work' as used in this report includes, but 89¢° wide!
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-help in the house ¢
disabled (at

Social service
OF With sh,
least 500,000 are ho

living alone) Useboypg , -~ %

- teachers' aides in
N infant, pr;mary and Spe:
Clal gop

Cultural - maintenance/r

€pair of ancient monum
-museum cataloguin H
é 8 and improy,
ement

-archeological 'rescue' Projects

68. Some areas involve closer matching of an individual to the job th,
than Others, 7
S Fy

Y or g
lving acceg;,

; : But other arey .
particular environmental work - can be less discriminating. Given adequate .
Super

a wide range of opportunities can be opened up for a wide range of people. Many

possibilities have been exploited to some extent already under YOP or STEP and vre

example, community care work involving face to face contact with e|g,
; €lder]|

people requires a degree of personal motivation and suitability. Work in,
. S VO
people's houses and belongings cannot be entrusted to all comers

scope for multiplying experience of successful projects, as well as for innovation.

69. There are two major constraints -

i.  Supervision/management. This is undoubtedly required and cannot be alli
to be too loose.

Many local authorities and voluntary bodies will find %%
resources strained to do more. There are undoubtedly problems. But we

many of them could be solved if the will were there. In particular there ko

for making use of older and experienced people from the unemployed; o * |

r 2 3 oject
retired, to assist with management/supervision (in the same way that TORK

at present recruit instructors and supervisors from the older unemployed

ticular 0 i
d, Someé of

expend™

tioh
Par!ite orga )3
e ared Lo
it |

ii. Union attitudes. This can be a major obstacle, in par

agreement that the condition at paragraph 66 iv., above is o
c sector

public sector unions are particularly sensitive in view of publi
cuts and redundancies. The fact that the MSC is itself 3 tri
not only at national level but at the level of special prosraiy e
responsible for approving YOP or STEP projects, may sometimes m

o
. emW
63 . . lon i

much weight is given to official union objections (whether of PoE
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70.

i support these). But we do not think that union attitudes are an overriding

obstacle to an expanded programme. At the national level the TUC has been asking
for an expansion of CEP, and there is often more flexibility in local union attitudes
than one would expect. At the least, there is a case for putting the unions 'on the
 and seeking to ensure that, if unconstructive attitudes are taken, the

lie with

spot

responsxbm:y is known to

the unions rather than elsewhere.
preseﬂla“o”a“y it may be easier to persuade the unions to co-operate with a
coherent package which includes an expansion of community work as a part of

wider proposals.

We considered the case for some form of compulsory community work (on a

wiversal or selective basis). We do not recommend this for the following reasons

LAs d

i Compulsion, and in particular selective comp eg for the ploy
(with the implication that community work was only for the unsuccessful) would be
strongly opposed by the majority of voluntary organisations. Although a small
group (linked with Community Service Volunteers) have recently been discussing
the idea of a 'national' scheme, they have been ambivalent on the merits of
compulsion, and certainly do not command the support of the voluntary movement

as a whole. The views of the voluntary sector are important as the Government

relies on the sector to act as sponsor of many existing community projects, and
would need to seek their help in any expansion. Itis also clear that a number of the
major Whitehall departments involved - including DE, HO, DHSS and DES - do not
favour compulsion in this field.

but the prospect of developing opportunities
for a national compulsory scheme
the unions were faced and

li.  There is scope for expansion,
quickly for community work on the scale required

¢ 3 Mo . 3 with
is not in our view realistic, even if a major oW ¥

won.

oup is concerned, in relation to which

o e e N 3; we do not think it would be right to
y ,As a group they are arguabl?' not as
for many jobs involving community care
munity work generally is often not
ence and training relevant to the
we believe that for 16/17

training for the real

compulsion might be most plausibly consid
PUt the main emphasis on community RO
Suitable as other rather older age grouPs
(eg help with old people or in schools), and com.
€asy to reconcile with a variety of woes em".
ordinary labour market. As argued above (Sefﬂm Au)l’d be on
Year olds, the main emphasis of any ne¥ s

World of work.



71.

MSC should be considered on the following lines -

AL

iv. Community work imposed on an older age groy

Ly p (e 3
16/17 age group untouched. & 18/19y)

problems of the Woug

‘eay,
We do however recommend that an expansion of the ¢
OMmunit
Y Work
fung
e

i The objective should be to offer the opportun;
ty of constryct;
Ctive Work ¢,
10ty
d generally,
0Se over 25,

benefit of the community to more of the long term unemplo
ye

term' could be defined, as under CEP, as over a year for th,

months for those under 25.)

ii.  The main emphasis of an expanded programme should be on ar
eas

levels of long term unemployment (although With hig

it should not be confineg
development areas).

iii. Community work within YOP should be merged with CEP, so that, althyy
placements of some 16/17 year olds, for a period in community work, wou
continue (as under YOP), young people and adults could work side by side. We thix
this would provide better 'work experience' through community work than is
present offered through separate YOP projects. With the present YOP t
placements should normally be for 'second go' participants, rather than for sch
leavers.

iv. The financial basis for CEP should be reconsidered. At present CEPF®
cipants get a negotiated 'rate for the job' not exceeding £84 2 week. We beh:“!
that many of the longer term unemployed would welcome the oP parzl{r\iiY i;‘
regular job benefiting the community without this degree of ﬁnancial. mca\L)
and that it would be sufficient (as for YOP) to offer benefit plus 2 rda,m{egs:;
premium (to cover expenses etc). Jobs on this basis would remain dl5:: forn®
unpaid voluntary work, although the financial premium attaching ‘mama.‘
would be reduced. With a £6 premium over benefit, this would reduce ‘verns' ¢
gross cost of a CEP place from £4,400 to £2,300 per year wd the:urC” E
Exchequer cost from £1,400 to £700 a year. This would relea® .res,,o gus”
virtual doubling of the programme, and further expansion beyond ms: ate”
much less expensive than at present. The following table llustrates

In costings for a given number of places - \
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E million
Present system 'Benefi
efit plus' system
Gross Net Gross Net
d 81/2

25,000 (propose
2,0 program’“e) é;g 35 37.5 17.5
a2y o 70 115 35
o 140 230 70
0000 880 280 460 140

The 'benefit plus' approach would enable the CEP workers to have the same status
as an SB claimant for the purpose of other welfare benefits. Thus the unemployed
family man would know beyond doubt that he would not be worse off on CEP than

unemployed.

v.  The possibility of providing some community work direct (rather than under
the detailed control of the MSC) through such agencies as the Scottish and Welsh
Development Agencies, local authorities' social services/housing departments, or by
contract with major firms (with reserves of managerial capacity) should be

examined.

it is for consideration whether, for

young people, (eg those under 25 who might have found themselves in the field for
fer of suitable community work, when

vi. Although we have rejected compulsion,

compulsory military service), the of £
3 o
available, should be regarded as equivalent to the offer of a job for the p;r:se ;
. en in
testing availability for work. Refusal to accept community work coul ;

appropriate cases involve withdrawal of benefit.

Sonclusion -
Q\ nment initiative to expand
sed CEP programme. Unlike
Section B, the emphasis

ve work, on a

We think that there is scope for a major Gover

*PRortunities for community work over and above the Propo

the me, |esser extent,
asures pr . jon A and, to a les o
proposed in Sectiol 3 tion of constructi

¥ould not pe on 16/17 year olds, but on providing an Op! uld be, if desired,
UNtary basis, 1o the longer term unemployed generall: [T c: that provision of
“Pecial emphasis on the family man or young st Y of benefit plus
100'000 Places (quadrupling the proposed CEP pmViSiOﬂ)' B b:::; The net cost
Premiym instead of "the rate for the job% should be seriously const

Ove,
" 2d above CEP, would be £35 million-
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73. There would undoubtedly be problems with the

trade Unions,

the Government were to take an imaginative Initiative on tph But We thir,
. e T 1S, partj " the
part of a wider package, the TUC would have to give the Propo: 1p “Cula”y i, U
Sals caref i
ul cop, q
Side

SECTION D: AN OVER.

ALL PACKAGE

74. We have examined in Sections A, B and C above, policy opt
lons under
three he,
heag,

and have put forward a main recommendation under each head
+ Thes,

€ three
Fecon,

mendations are -

- a mandatory training year for those leaving full time educatio,
N at 16 piy,

- steps (including reduced financial support for young unemp| )
oyed) to Wide

wage differentials between adults and young people ;
;
-  an expanded community work programme for the older unemployed (a
y well i
young) concentrated on regions of highest unemployment.

75. The cost of these recommendation is broadly estimated at -

-  training year .......... around £85 million (net Exchequer cost)
-  wage differentials .. nil

- community work .... around £35 million (net Exchequer cost)

Total around £120 million

These costs are modest, and would be less (or even convert to savings) if increas®

unemployment otherwise led to further expansion of YOP at considerably greater expent

g jed, ¥t

76.  Although any of the three main recommendations could be separately Pt hat
3 d that

believe that there would be merit in treating them as a coherent package: & o
suas!

. iti ;
would be possible on this basis to present the proposals more positively i
to all concerned (not least the trade unions).

dat!
- i the ma"
77. Our other suggestions include a voluntary approach on training i ange o
T

year were not favoured), more training for skills, better access t© 2 e er ol
arn ¥

for young people, a reduction in the tax 'bias' in favour of the “"o‘e( ne scOF g

jew O’

review i sh the

ew of the commitment to aboli t ear 3‘85 rule, ’
more ear i basis

r l)’ retirement on a ﬂexxble is.
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SUMMARY OF RECCMMENDATIONS

ation

>ials should be asked urgently to consider the

a mandatory or of foundation training for school leavers

ompulsory education at the minimm school leaving age, with
ing as soon as possible with a more fully worked up proposal
.4n advice on feasibility and timing (paragraph 37).

i W

1If this weTe not accepted, we would recommend that a voluntary approach

consisting of:

considered,

substantial reduction in benefits and allowances for the under 18s

ji. offering 2 training year to \memploy;d school leavers through YOP

measures to increase the staying on rate in full time education
jy. measures to encourage more training.

(paragraph 38 and Annex C Ye

(paregrapn 41) By

in MOD apprentice recruitment

3. In either case we recommend more training for skills

i, an increase, for unemployment reasons,
C's threshold programme of computer traimng.

hould be asked to consider
he areas of high unemploy-

ii. continuing the MS
We also recommend that the Department of Employment S
biased towards ¥

proposals for a skills training package,
paragraph 42).

%0t and with an upper cost limit of £50 million (

1abour market

Section B: more opportunities in the ordin =T

to contain,
4 We recommend the following approaches b 4 1t (paragraph 48):
4 82
e Wage differentials between young people aad =

s and allowances

or preferably widen,

i.  reduce the levels of benefil

t of the DE assessment,
s Councils

s f young
3 excluding wages ©
1. considey in the ligh
risdiction of Wage
rs and unions of ¥

of too higna Te

people from the ju o EamaEiE
a campaign to persuade employe Lative wage level

implications for young people
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5. We do not rec 1 any general Gov.

— v ernment subsigi

= di
(paragraph 52). idies fo, .
I 2 You commend compulsory i

th gy e 40 ot Te° I v community work (paragraph 70).
6. We have a number of recommendations on giving Young {e propose that an expansion of the commmity work programme funded by
i bhas o e 12 " :
wider range of jobs: PeODle acgeg . "~ pould be considered on the following lines (paragraph 71)
Wa ¥se %

i. that DE, in cons i " unity of i
, in consultation with the MSC ang interesteq g 4, the oppoT¥ ty of community work should be offered to more of
e mployed general
the unemployed generally

should consider a single all-ages job informtj Partnent,
. e )
(paragraph 53°1) * R metone hasis should be o i 4
4. the emp o n areas of highest unemployment
ii. that j entr i
job centres and the careers service should be . R community work within YOP should be merged with CEP
¢ Te
young people part-time job opporti Pared 4o op,, -
pportunities (Pal'agmph 53 1) g iv. the financial basis for CEP should be reconsidered; in particular
tbenefit plus premium! approach should be examined (this would

iii. that the MSC consider setting
Up, on-an experimental basig schy :a grame )
1 ees lve the net cost of the pro e ).

to put together packages of different jobs to make up full
¥ tine
the possibility of providing some community work direct, not through

employment (paragraph 53 ii) t
7 the MSC, should be examined
. We recommend that the impli i
plication .
weight wha dectsfons 2 s for employment should be given full vi. it is for consideration whether the offer of commmity work to
ons on i i
the taxation of married couples are eventually take a young person should be regarded as equivalent to the offer of a

(paragraph 54 i
) job for the purpose of testing availability for work,

that the provision of 100,000 comminity work places
on the basis of benefit plus premium,

Specifically, we recommend

8. We have a number of recommendations bearing on pension and early retiress:
(madrupling the proposed CEP pro'vision),

i. b - iti
hat the case for the eventual abolition of the earnings rule for should be given serious consideration (paragraph 72).
pensioners should be reviewed, and that some further reduction i
the real level of the limit be considered (paragraph 54 ii) ‘ Section D: overall package

3. We recommend treating our main proposals = the mandatory training year,

on of commumity work - as a coherent

ii. that the scope for both earlier and more flexible retirement in the
longer term should be reviewed in order that longer term OFH®
s should not be foreclosed (paragraph 56) kckage (paragraph 76)
iii. that the scope for a more flexible approach to early retirenest 5 2 i
within the state scheme should be urgently considered (P“’ag”ph:
for st

wtion on wage differentials and expansi

iv. that the CSD should take the lead in assessing the SCOP¢
§ o gectol
retirement under occupational pension schemes in the publi®

and that the CBI should be consulted about similar so°F
private sector (paragraph 56).

e in the

Section C:
i_more opportunities outside the ordinary labour pegks )
63).

9. We
do not recommend compulsory military service (paragreph

10, We r s putio
ecommend that the options for increasing the MOD contz‘lb‘“ |

)

or itg
equivalent, should be urgently considered (pamgraph 64,
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ANNEX A

BACKGROUND INFORMATION

nployment trends

£ . Tl X :
The number of people seeking work rose rapidly in the first half of the 1970s, while
1.
A mber of jobs on offer fell sharply last year (Chart Al).
the nul
cHARES! Working population and empioyed
labour force in Graat Britain: 1971-80
26,000 | = 25000
\ousands. seasonally acjusted
25.750 P 4 25.7%
25.500 - {2500
25250
25250 [ Wworking population 1
| i
25.000 - : [
24,750 Unemployea q247%0
24,500 G
\ J262%
26250 | !
Employed working populanon 4 24000
24,000
{20
23.750 -
423500
23,500
L ‘._4__;—4-;‘):0
L L . - 1979 1
0 = om a7z 1973 1e7a 1975 1976 1977 1978
Regions

e i unemployment relativities
A2 The present recession has had some impact on Wm_———

but the basic pattern remains unaltered (Table 1.

TABLE I: REGIONAL UNEMPLOYMENT RELAnv”GIEgmanplomm‘ ate = 100 o)
980
1975 (3Q) : o
North 1;: 108
90
Yorkshire and Humberside 90 30
t Midlands 38 67
S35t Anglia 71 9%
Quth East 117 107
37“‘“ West 102 127
N:_:th;dlands > 129 140
Vales est 13; 136
Scn!land 12




Youth unemployment in co! :
A3. The proportion of the young unemployed is marked]
groups although the pro ¥ hi

h
gher tha, G
i ldey
S less (jn the - ™
e € 0f pg
Number ¢ Young &

Peopls

entrants to the labour force this is not surprising)

3 However th
unemployed for over six months is growing rapidly (see Table 2)

TABLE 2: NUMBER OF UNEMPLOYED AND DURATION BY AGE.
: OCT

(Thousands, figures in brackets are percentage increase since October 197OBER 1989
Great Britain :
Over 6 months
and up t y

Age Up to 6 months a zearO Over a year

All
Under 20 364 {+73%) 49 (+ 3

91%) 19
ggg: 267 (+60%) 65 (+75%) 50 E:;f:; i
e 523  (+64%) 154 (+63%) 189 (+12%) e
Auan over 122 (+58%) 50 (+36%) 120 (+6%) 527
ages 1276 (+65%) 39 (+64%) 379 (+12%) 13 (s

Ab.

The 16-19 unemployed are divided approximately evenly between boys and g

whereas among the unemployed as a whole men outnumber women two to one (Table J\

TABLE 3: THE AGE AND SEX OF THE UNEMPLOYED: OCTOBER 1980 (Great Btz

16-19 20-24 25-54 55and over Al
Male 234 234 628 257 ]
(54%) (61%) (72%) (88%0 {7

Female 199 147 239 35 (Jl".
(46%) (39%) (28%) (12%)

197

Total 432 382 367 29?75) (0%

(100%) (100%) (100%) (100

in October i
under2) 3 E
younge’ =
ften have Pﬂ:&

AS5. T
able 4 shows unemployment rates among various age groups

far 1978-80. It shows that unemployment affects the whole of
isProportionately. This is to some extent to be expected since many

move 5
around a number of jobs before settling down,and in between they ©
of unemployment.

e

CONFIDENTIAL

UNEMPLOYME\';’ AS A PERCENTAGE OF EMPLOYEE POPULATION
»

T,\BLE ¥ BY AGE 1978-80, Great Britain
Great Britain Percentages

1978 1979 1980

Oct Oct Oct
. 13.1 11.3
s . 19.9
219 10.5 10.0 15.2
20.26 8.3 8.0 12.7
2534 5.3 5.0 7.6
1544 3.6 3.3 5.0
45-54 3.6 3.4 4.8
$5-59 4.4 b4 5.8
Wardover 7.9 8.4 10.5
All ages 5.8 5.5 8.4

A6. However Table 5 shows that in the past year young people have become a greater
proportion of the total unemployed. Youth unemployment rates rose markedly relative
10 adult rates in the mid-1970s. The rate for males under 20 (excluding school leavers)
increased between July 1974 and July 1977 from 1.6 to 2.0 times the total unemployment

rate.

TABLE 5: COMPOSITION OF TOTAL UNEMPLOYED BY AGE: Great Britain
Percentages
1978 1979 1980
Oct Oct Oct
45 20) 19) 2y
224 19 198 2
25-54 45 ) %
Sea 7 17
lees 100 100 109

The

—~Rattern of youth unemployment
2 o 6 and Jul
V- Table 6 shows youth unemployment (é-13s) it such gafon 5 B ,1:: variation);
" s ig as
190 The variations in unemployment Within regions Gl

be:
tween regions.



TABLE 6: YOUTH
POPULAT

JNEMPLOYMENT AS A
)N IN THE AGE GROUP, BY

PERCENTA

N GE Of

REGION, 197¢ ANSQI;AL
%

July 1976 Percentage
July 1989
North 19.1
Yorkshire and Humberside 13.6 22.7
East Midlands 10.7 17.8
East Anglia 3.0 14,
South East 8.2 10.1
South West 10.1 9.5
West Midlands 15.1 I3
North West 16.3 13.4
Wales 13.8 i;:
Scotland 13.0 it

A8. The distribution of youth unemployment among %ﬁ
summarised in Table 7. The rate of unemployment is highest among young people frss
families of West Indian, Pakistani and African origin. The difference between the yo:
unemployment rate and the average for all ages is greater in the case of these g’m.z

than it is in the case of whites.

TABLE 7: UNEMPLOYMENT BY ETHNIC GROUPS, 1979

Number (thousands) Percentage (rounded

16-19s All ages 16-19s All ages

European 171 1200 9 >
Westlndian 6 22 20 9
African 1 6 24 10
Indian 2 17 11 6
Pakistani 2 10 24 12
Bangladeshi = 1 = 6
Other/No reply 2 15 2 ;
All 184 1271 9

at about half int®
ent.

rvieh®
A9.  An MSC survey of the young unemployed in 1977 found th o

Ll i m
had no qualifications at all compared with a quarter of those In employ’

o
By comPa”sw

quarters came from homes where the father was a manual worker:
than three-fifths of the population as a whole have this background-
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catises of youth unemployment
The . .
Al The main cause of the recent increase in youth unemployment is the recession.
mere has alwa a tendency for youth unemployment to be more sensitive to the
cle than unemployment as a whole.

ys been
sconomic ¥ This is partly because it is easier for
employers to respond to a downturn in demand by freezing recruitment than by sacking
existing workers, and partly because young people are on average less skilled than the
working population as a whole, and unemployment always tends to be higher among the

least skilled.

All. It has, however, also been suggested that the fact that in the 1970s the wages of

M‘M relative to those of adults may also have reduced their employment.
Adult wages were traditionally paid to boys at 2! and girls at 18. The lowering of the
age of majority is likely to have reduced the age at which trade unions require employers
to pay adult wages to boys. Thus, if we look at the hourly earnings of boys aged under 21
in 1970 and in 1979, we find that whereas boys' earnings were 52 per cent of the earnings
of adult rates in 1970, this figure had increased to 58 per cent by 1979. The hourly
earnings of girls aged under 18 seem barely to have risen relative to those of adult
women, taking the period as a whole, but there has been an increase in the hourly
earnings of girl (and indeed women) relative to those of adult male employees. Relative

earnings from 1948-1979 are shown in Chart AZ.

CHART.X2
Relative pay of young people in the UK 9 y sarnings.
1948-79' o=

f acults

Tourly eamings of giris agea undec 18
s a percentage of females over 13

0 1
19a Te51 1954 1987 1960 s

AOSLA ned 3 5. afectof aemgs 01 YOUN9 ©

Adiusted for ROSLA post 1972 b




Al2. Finally, demographic change has not helped yoyth unemp)

e o
the total population aged 16-17 between the years 1975 ang 199:'“9"!- ch&"‘“
year olds peaks in 1931, but the subsequent decl; * The Mumpg,

ne is relatwely slow at f et
H’Sl. i

CHART A3

Numbars of 18 and 17 year olds in G
oo !0 Grest Britain: 19g5.95

Actual !

|‘l||]‘|lll1le0

9 1981 1983 1985 1967 1989 1991 1983 1%

0 e I W G G 1 el |
1965 1967 1969 1971 1873 1975 1877 1

School leavers

the per
Al3. In 1980 about 60 per cent of 16 year olds left school to start work. OVer

- ir first jobs: ®
1975-80 school leavers have on average been taking longer to find their :r:m 5
b was only
Proportion of leavers which by December, had still not found a proper ’: 5P
cent in 1975. The equivalent proportion for 1980 leavers is estimate
(many of whom will of course, be on YOP).
ol
s petween =
Alb. Chart A4 shows the destination of the 16 year olds in 1978:79 %

who®
rold Y™
and employment. A 978 Survey showed that two-fifths of the 16 ye& Jy ¥

nearlf

Bl time acucation [ thet year were employed in the service indus"“:;.v ut w:
fifths in manufacturing and most of the rest in the construction indus ed i’
third entereq aPprenticeships. Girls in their first jobs are much mor
service industries with ov
Even so one-third were

entereqd apprenticuhips.

t
e,
e concem™ "

:ceribut! "
in the dist™ ¢
er a quarter (28 per cent) employed in ® per ot ¥
employed in manufacturing. Less tha"
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CHART Ad Destination of 18 yew oids : 1978/79
g

Boys and gir's agea 16
n August 1978

i 16-year-old boys
Al5. Compared with the industrial distribution of employees of all agsployey; oy
are less likely to be found in the service industries than all mileterlr:e i

2 . o
likely to be found in the construction industry. Girls are less lll:;y et
service industries than all female employees but more y
manufacturing.
i j hich

i jobs: are precisely the jobs W
Al6. Many young people start work in unskilled jobs: these are pr
are likely to be in shortest supply in coming years-

Pro loyment
spects for youth unemp ; employm
Al7. A result of the forecast increase in t‘?m m‘ l:1rst jobs and others will mond 2
SXperience even greater difficulty in ﬁnd_ms thel;s el assumptions about
longer time unemployed. Clearly any precise fore ¢ the MSC constructs forecasts of
the impact of special employment measures: g - easures. These suggest that, on
. h
YOUth unem ployment which exclude the etfect of su:*“ mentioned in paragraph 6 of the
the basis of the forecast of aggregate u'lemplo!!"'.m the first quarter of the year (the
Main report unemployment among school leavers 1980 and 1981 (from 86,000 to
— ,) 4 teresselbyRiofpet cent betvleeﬂzso 200), and by a further 30 per
W) co i 5 2
130,000), 1y o fuethestld per cent by 1981 t 1982 u(:ob < 'the main report) The level::
. :
SNt between 1982 and 1983 (to 370,000 (See d;-; forecast to increase sharply in 13
"Memployment among other young people Undet i

ent, is that young people el
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th

thereafte

but to stabilise r. If these forecasts are right yo
Ung people
Wil
rease in unemploym,
ol 4 the under 185 coy :
beginning of 1982 and 590,000 by the beginning of 1983 =

€

of special measure

xperience a much greater inc bin

€ Qg

4 Nt thap 4,
r the r,,
S2h 490,000,

¢4t 172,000,
ers are sho |

of the population. Total unemployment among

» Compar
excluding schoo] leav,

The forecasts for under 18 unemployment
AS.

WN in oy
Chey

CHART a5 @
Unemployed 18 to 18 year oid
s excluding school |
®avers: Grea
reat Britain

Nousands. not seasonally agjustea

Forecasts: 90N
P

Actual values

ogramme gYCP )

YOP consists of two main elements -

_—

s Pr

5 O ortunitie

4 YOI

position?

, Commesi==

oparat (ab i
(8) work preparation (a out 35,000 entrants in 1979/80): a variety of
ghort courses, ranging from a small number of 'assessment and
employment induction' courses lasting 2-3 weeks, to the three months

1short industrial courses' which covered about 30,000 entrants last
yeaT.

(v) work experience (about 180,000 entrants in 1979/80; most stay 6-12

months) :

on employers premises (WEEP) - about three quarters of the

total — aims to give first hand experience of different kinds

of work on employers' premises — mostly small fims in the

service sector,

training workshops — uses vacant factories or other sites to give

experience of different kinds of work in producing goods.
communi ty service/project based - provides experience of different
kinds of commmity work.

The MSC identifies suitable opportunities, and young people are guided to

them through the careers service run by the LEA.

The undertalings (in 1980/81):
no school leavers should remain unemployed by

(a) for school leavers:
1 without the offer of a

Easter following the year of leaving schoo!

suitable YOP place.
any young person (under 18) unemployed for

(v)
e within three months.

for long term unemployed:
12 months should be offered a sui table YOP plac

cheme receive 2 flat rate allowance

I
£it of £15.25 for an unemployed

e allowance. Young people on any YOP &
Of £23,50 per week (c.f. Supplementary Beme

3|
§or 17 year old).

= entrants 10 YOPwill be 320,000
st of £210 million, For 1981/

==& planned expansion.

In 1980/81 the mumber of

g:m’i“s 115,000 continuous places &t & z!*’“Mz’ 000 young people, Tequiring
the pro, i to expand to cover a3ty :
gramme is plauped 308 million. The undertakings are

1
60,000 places at an estimated cost of £
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to be improved; the target for school leaverg bei
e ng y
Easter to Christmas, and the long term unemployeq opq TO rcnw
% ri n
to 3 months. Plans are also in hand to enable ¥y terion beiy
oun,

g
ing through YOP. € Peonle 4, obt,

of a planned tr

Matters of concern

(a) the size of the programme: YOP was intended ag 5

. : Telatiyg), ,
measure designed to cope with the short term problen, o ely teny,

Orey

8 it wag th )

n ggp
the expansion Planneq § ;
leavers will pass through Yop ne; -
places like Strathclyde and Merseyside the proportion wiyy

of high levels of youth unemployment. f

then about 1 in 3 gchool

Xt year, 1,
be over 4 iny
method for enteripg 4,

such both by employery

S long as the Schen

At this size it is becoming, de facto, a 'normalt

world of work, and is increasingly being viewed as
and young people themselves. This may not matter a
not being exploited by employers.

(b) substitution and cost effectiveness: MSC reckon that about one {hin
of employers who take young people on WEEP do so instead of recruiting

someone to their payroll. There are fears that this will grow. There
safeguards intended to limit substitution: union work place representaiin
and careers officers arranging placements are both asked to look out o

both MSC staff and careers staff are supposed to moniter

placements, once made, to check the quality and the degree of substifui®
However it is often impossible to know whether a WEEP trainee is actill

additional to normal complement, and neither the MSC nor careers servict

substitution;

have the resources to do the necessary monitoring.

0P - ¥
(c) the effect on the labour market: the training allowance e

G
£8 premium over SB - helps to set a "floor" for wages for youé perEs

d ¥
the labour market., As such, it may inhibit the creation ohad p:d!"'”
ive
for young people. Further, because YOP is relatively attract tract
3 a
unemployed school leaver is guaranteed a place on YOPy 2 Wta}"‘l i

young people into the labour force who would otherwise bave ©
time education.

CONFIDENTIAL
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o proposal for a Training Year, which would subsume YOP as such,
sackles some of the problems of YOP by accepting that YOP has become a

reality and building on it. The increased training content and a degree
t sharing would help the substitution point, although this should

of 09F . ]
pe backed u p with a higher level of monitoring. If TY is not

i1l
:Z:ptable, we have a number of other suggestions for improving the cost
offectiveness of YOP as currently organised. However, it should be noted
that even if substitution increased to 50 per cent, WEEP would be as cost
offective as other forms of TOP, because in WEEP the employer meets all the
costs of supervision and training on the job, instead of the state. Also,
unlike other forms of YOP, it can lead to the permanent recruitment of young
people for posts which would not otherwisé have been open to them.

Specifically, if YOP continues on present lines (and TY is not favoured)

we recommend that:

(a) MSC should be asked to review the arrangement whereby the rule that

every youngster must be regi stered as unemployed for 6 weeks before
going on YOP is waived in some areas. This encourages substitution
in the areas because sponsors can count on getting the pick of the
school leavers through WEEP, This sumer young people will be more
keen than ever to go straight into WEEP rather than look longer for

i fit
a real job because they will not qualify for supplementary bene:

until September. )
ement Benefit
(b) the YOP allowance (at present about £8pors tm:"pp;uld :zhar
should maintain a premium over nenerit A made elsewhere
i s
remain at £8 or a bit less). If the proposals being l:o:: -
(for a Youth Benefit) are implemented, e T e

jum. Provided a premium
only get the revised bemefit plus the YOP premium. o o
+ believe that a lower YOP allowan

was retained we do no ing in YOP
participating in It
courage unemployed young people £I08 R
i for
X 1eas! AL
() the case should be considered for e ining content and lessening

reasing the ¥
This would bui
which we welcome.

WEEP placements, thereby inc
the chance of substitution. s,
%o develop the training content of YOP,

roducing an glement of oSt

placements.

14 on the current proposals

(@) the case should be considered for &
allowance for WEEP

Sharing into the
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W costs, effects and feasibili
pire

/Y/__f-fiuﬂﬂ_r‘;fu;rement for YOP type places for TY (GB only)
o

oloynent®
20,
g are in thousands and are very approximate)

ANNEX C

4 1l figur!
total aumber of 16

«

year olds 900

current policies for academic year 1980/81
0g
In full time education (school or FE college) 370
. Apprentices, or equivalent,jonidavsrelcase 150
J
;, Minimm expected 'policy-off! unemployment
for 16 year olds (occurs at March 181) 100
¢ So jobs held by 16 year olds by the end of the
i year in which they left school 280
¥ith TT
¢, Number of jobs vacated by 16 year olds now on
TY (from 5) 280
7  Assume between 20% and 30% of these jobs are
70

converted to WEEP places; mid point
8  Remaining jobs released to the market (6-1) 210
9 Of these, assume a register effect of between 70%

and 80% (with the remainder either filled by ”
non-registered unemployed or not filled at all) 1

0 Average (over the year) unemployed school Leavers 00
(policy off) >
" About % of these are 16 year olds 20
4
2 About 110 are on YOP, so registered 90
unemployed 16 year olds (average
3
But ther 17 year olds on YOP places
e are also 50 17 ye S markat 50

Who would now be released back to th

14
So_the net register effect of TY from 9, 12
and 13 15 760 + 90 = 50 (above that of the l——|2°°
Surrent YOP) =7

Begus
Wrement for yop type places

5

A:.E“"‘e an increase in staying on Tate in full

f1me education (school or college) g 50
1§ Tom 1% to 45%-4TR

S0 client roup for TY, from 1, 21 3 and 15 330

13 900 = (370 + 150 + 50)

P
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17 Planned YOP programme ¢ (Cont*a)
18 So extra YOP type places needed 16 ‘ Wnr TY

7 gl : o)

2 ;jn thousands)
19 But a planned year for TY enables exist o g pumbers *

places to be used with greater efficie
extra places within current provision

4 1 numbers in public sector FE:-
Yy So et (79/80) tote

h % full time - 325
20  From 7, some of the jobs vacated by 16 year olgg ime day: 608G full time equivalent (fte) s 170
return as WEEP places part i g ’
1 eve: 640 full time equivalent (fte) o 65
21 So with virtually no extra searching needed, extra ] fte places in public sector FE - 560
YOP type places available from 19 and 20 Zozxs: -
100 stayers on in full time education due to TY 50
22 Thus shortfall of YOP type places for TY that fe " FE st on is 2:1
would need to be positively generated from present ratio for school to FE s a,yef-s
18 and 21 mis implies an extra 35 staying om in school and -
. ™ (%mmmm” > staring o (o LA
0P level planned — continuous places 160
NB. i. These figures are on the basis of the current unemployment levels 354 expected to be already covered by (part time) FE 55
average number of unemployed school leavers 300,000 (policy off)), ‘. expansion required for 100% participation in i
The MSC forecast of unemployed school leavers for the year 1982/83 e’ part time FE %

is between 420,000 and 550,000. At such levels the register effect

of TY (above the currently planned YOP) would be between 230,000 and
290,000

50% of these expected in public FE, and dividing by
4 for full time equivalent .. .o .o .o .
| itra part time places for TY 140

Epected public FE fte required . o .o .

ii. Of the jobs 'released' by removing 16 year olds from the labour marke,
these calculations assume only slightly over half are available to pecple
from the unemployment register.

', total fte public FE required for TY .. .

|§l 8|5 o

e

increase required in public sector FE

35
¥or schools, increased stayers on
Nost (80%) . wil1 only stay on for one year s 2
‘icreased 'sixth form' £20

Orrent 1sixth form

oqd 3 .
# lncrease in school sixth form..

sfconda”y school population
SO | increase in school population.. GO

sl ] 1%

5
= Rl

y It is less

a Hll increase. o
1, Ei: {noTeasaLininal e neeT popn]:tiolﬁn :Ba: :;::;{omlls over the mext decade
the expected annual rate of dec :

for demographic reasons.

l CONFIDENTIAL l
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\ Ay
Costs and Savings of TV (for GB only)
(all figures are in and are only approximate)
Savings iq
1 YOP allowance (£23.50 per week) for all 160 YOP places o
‘ 5
) From C1, item 12: average registered unemployed
16 year olds is 90, so Supplementary Benefit savin,
(£15.25 per week) &s
10
3 From C1, items 9 and 13, the net register effect
for the post 17s is 160 - 50 = 110
4 Most of jobs will be taken by 17, 18 and 19 year olds:
so at an average benefit saving of £19 per week ¢
(allowing for some on UB as well as those on SB)
for 110 extra employed (item 3) 110
5 Hence total savings 375
Costs
(3 New £10 allowance for the 330 young people on TY
(from C1, item 16), broadly equivalent to £4.75 Child
Benefit and £5 supplement 165
if Marginal expansion of full time education for the extra
50 staying on (from C1, item 15) at £1,000 p.a.
\ unit cost 50
8 Expansion of the FE provision to cover 100 per cent of the
currently planned 160 YOP at £1,800 p.a. unit cost 3
9  Extra 170 YOP type places for TY (from C1, item 18; o
(including organisation, supervision and FE costs 15
10 Chil?. benefit for the 50 extra 16 year olds now staying 10
on in education (from C1, item 15
" The net loss of people employed (from C1, item 6 less
l?em 9) is 280 - 160 = 120: they are all 16 year olds
with average earnings of £41 per week
12 From 11, there is net loss of National Insurance
contributors: at about 19 per cent of gross income 50
(unployer + employee contribution)
1 [ . 25
3 Similarly the loss of income tax from this group (item ")
14

| CONFIDENTIAL

F:‘o: C1, item 9 there are 160 jobs now being undertaken bl_’n
T+ people which were previously done by 16 year olds: ‘¥
m;?on“' of the 50 jobs that did not have a register eff°
n@_:tm' items 8 and 9), assume 30 are taken by non~
ered unemployed: together a total of 190-

CONFIDENTIAL

£&m
gew job holders (a1l 174) of these 190 jobs will be
“ The.d more th rst~while holders (as they were all
5 pa:d 6); * rates extra NI revenue (about £20 m)
:ﬁd extra tax income (about £30m); i.e. a saving of
£50 m - 50
ere are Nov 380 families which have dependant
1 Thhildfen' which did not do so before: assume 10 per cent
gf the families are on SB or UB at current dependant
child rate of about £13. (A more generous YB option
would double this cost) 25
.+ Therefore total costs 460"
Hence net cost of TY compared with currently planned
expenditure including YOP 85 m

paid to the young people on TY is assumed to be about
£10 per week.. Every extra £1 per week above this paid by tl}e state
would cost about £15 million. The allowance could alternatively be
increaselby a contribution (e.g. £5) from WEEP sponsors.

B, i.The allowance

ii.The calculations assume that only Child Bemefit would be available
for those in full time education.

iii.These figures are on the basis of the curremt unwpl°l1m;31,m)’°l:£e
For the high and low MSC forecasts for 1952/83 seete 'm.lvc:uld be
total net cost of TY taking accousm of gurremt plans for
£20 million or £75 million respectively.
iv.If the YOP programme was expanded to cope wWith th“: 392{]83.& for
wnemployment levels the net savings of TY !m'nldml)° ;orecast.
the low forecast and over £200 million for the higa
ent is about £1,400 p.a.

unemploym

V.The net cost of YOP per unit reduction in t per unit
For TY on current levels of unemployment, the total net cost D
Teduction in unemployment (i.e. including
about £800 p.a.

the YOP numbers and costs) is
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ANNEX D

sider

This Annex CO neasures, short of compulsion, which could be adonted

Lozease the mumbers of young people undergoing education and training, and
:
o the supply of young people looking for work.

redu®

These measures are as follows -

(a) reduce the financial disincentive to stay in - or return to -
full time education

(v) provide education courses which are more attractive to potential
leavers

(c) make education more accessible to young people who have left
school

(d) encourage employers to provide more foundation traineeships (which
could mean that some would need to increase recruitment to maintain
output)

(e) offera traini ear through YOP to all unemployed 16 year old school leavers.

ngy

%3, We discuss these in turn:

(a) Reduce financial disincentive to staying on = OL returning to = full time

Sducation
Lbout 60 per cent of 16 year olds currently 1
principal financial incentive is the chance o
aWeek. There is little evidence as yet that worsening job prospec
increased staying on. But young people might be more cautious about leaving
"ith\em the prospect of a job if they were no longer able to fall back on supple-
Matary benefit ot apound £15.a meskior ICPIACIE23 0 SREES Zqally isportaat,
ey might be more ready, having failed to £ind work, to return to edn.xcatmn if
ey 44 not suffer a financial pemalty as a result. Reform of financial m-a.nge—
%8 on youth benefit (YB) primciples = %0 support the uneaployed md those. 32
*eation on the same basis = could therefore marginally improve
atmns on and could encourage returns 4o education.

To be more effective the
ce a "benefit
"*oTn would need to include the replacement of the YOP allowaace By samedh
e Annex B ) because YOP is just as much pa:
as snpplamnt;ry benefit. These changes would be more
s
be as part of an

overall TY package.

eave school to find jobs. The
f finding a job which paysabout £40
ts have led to

Plyg 3

'nag Premium" arrangement (se!

“r:ty net' for school leave
1cult to present and justify than they would
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es which are more

Potential leavers

vocational cours colleges of further education (o °F Py
) 3 T tertj
than by conventional school courses. The development ¢ eTtiary, coueee‘
: & o 8)
vocational course, together with any further move toy, the ney 7+ pre.
¥ ards .

tertia

form colleges (with their more adult atmosphere) are like)
1kely in 44
me

beneficial effect on staying on. It is difficy

11t to see h
be speeded up, given the extent to which LEAs o

are Tesponsible for ty,

» stitutions are Tespons:
own curricula. If, however, the Government thought the SRS
mplo;

Cesg “‘.ﬂ:
institutional arrangements and individual in %

1ble fo; 4y,
called for a crash programme to encourage staying on it could tzent Probley

special steps e.g. market the YOP approach to ‘Pre-vocational educ:: e
schools and colleges; retrain school and college teachers during v::f’?::
and perhaps encourage the recruitment of older volunteers with work -

to provide a degree of personal attention commensurate with that on :::::‘
We have not attempted to cost this, nor to estimate the extent to which s-u:.i

might lead to increased staying on.

(¢) Make education more accessible to those who have left school

There should be experiments in the provision of open learning facilities,

-

including computer-managed learning, based in FE and 16+ colleges, to ensble
young people to take up courses at times other than the beginning of the acie
year, and to follow them at their own convenience.
for an "Open Tech" which feature in the new training initiative should mot®
devised purely for adults. More generally, young people on leaving school £
be encouraged to take up their right to return to school if they fail ¥ B

In other words the props|

L
(2) Encourage employers to provide more foundation traineeships (G

that some would need to recruit more workers to make up lost Outp“t). g

Instead of the compulsion envisaged in the report, the Governmen e PTI"“'&
financial inducements on the UVP model and market'a foundation ety k:'

more vigorously. This could include a minimum number of hours i Jobbe #
2 days a week) and perhaps a recommended maximum training Wage: ) w“m‘m:k

:107911 to negotiate acceptance of this package with tT8ce e !'H:“duﬁﬂib
'hie:f:::: :: unemployment would be fairly modest, because 2L ty:b:b & |
g own most interest in UVP - shops, catering - could ¥

Sary training without much loss of output.

CONFIDENTIAL

pyovide a training year through YOP for all unemployed school leavers
4 every effort should be made to provide a full training year

()
‘\ pelieve he

e
goﬂgh yop for the

over supplem®

unemployed. So long as the YOP allowance retained a premium
ntary benefit levels, we do not think that the reduction in
e support proposed in sub-paragraph (2) above would lead to large scale

: participate in YOP. Young people would be encouraged to stay on YOP

rei\lﬁals 2
year, but could not be prevented from leaving to take a job.

ror & full

gosts and effects

WG Ve have not costed the voluntary option in detail., But if the aim were to
srovide enough extra YOP places to eliminate unemployment among 16 year old
school leavers (while maintaining the present' YOP undertaking to 17 year olds)
+he equivalent of an extra 90,000 YOP places (above the planned 160,000) would
be required for current levels of unemployment. Assuming the Z0P allowance could
e reduced to £10 per week, and hence IS_B for 16 and 17 year olds w, this
expansion of YOP would be achieved at no extra net cost over currently planned

levels. The effect on registered unemployment (above that of the currently

planned YOP) would ~ possibly be 70,000 compared with 200,000 from TT. =

like YOP, and unlike TY, the costé \;oula rise with increasing unemployment.

The approach is less cost effective than TT even with thf same low levels

of allowances (which would need to extend to 17 year olds on this

option). This is primarily because the register effect is only about ome third

that of TY.

Disadvantages

| %5. The disadvantages of the voluntary approach are =

cost
(a) It would have a smaller impact on unemployment and would be less

effective than a universal TT. ;
more difficult to present and

() The allowance and benefit changes would Be rall TY package
justify than they would be as part of an ove -
ing year of positive

(c) It would bve difficult to achieve @ v ":,.,. for a job.

value because young people could leave midst Lo

{c impact then a unive *
(4) It would make a less positive PuBLic b t of
development ©

(e) It would provide no direct leverage over the

traineeships in employment. pility with @

i range 3

(£) It would leave many school lesvers of “ s

job but without a training.

.__ _



Conclusion

D. 6. For the reasons

h

contemplate compul

this Annex, be cons

sion we

ered.

yiven in paragraph 5 we
preferable to the voluntary alternative. But

recommend the meac

consider that b

-~ Wniye
if Minigtepg do o Tl gy
0’

t wagg
Tagrapy )

Sures set o g
ut in
pa.

of
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|, SUPPORT FOR 1618 YRAR OLDS

ﬂNANCIA
10 ces levels fo
aenefif’ and allowan S it S
£
Boys Girls
Average weekly earnings - _45
Weekly earnings of lowest decile 13 b
sunplemwtary benefit
- sorenl rete (Livig SRR 15.25 (13.10 + 2.15 rent
contribution)
_ head of household L e
Unemployment benefit 20.65
Training allowance on YOP 23.50
fraining allowance on MSC courses . 26.00

4, Reform of financial support for 16-18 year olds is an essential part of
the approach which we recommend in this report. It should aim to:

i. encourage staying on in full time education by removing the
financial incentive to leave for unemployment and reduce the
incentive to leave for YOP;

ii, save puhlic expenditure on benefits and allowances so as to finance
more training and work programmes for the unemployed;

iii, lower young people's wages by reducing the "floor" set by benefits

and the YOP allowance.

e Youth Benefit proposal i.e. 3

% We therefore support the principles of th
for application to those in

Wiforn system of support, linked to family means,

education or unemployed. We also support its extension to YOP trainees.

£icials in MISC 45) is one way of providing

* 4 graduated YB (as devised by of:
fanily income - related support. Amother possibility is_to have a flat rate na
4 %0 use the existing mechanisms of FIS, SB and UB (as appropriate) ro?- family
DR Tus advantages of the graduated YB are that it pzvvid.es more nna:.ly K.
‘gradBAtEd and more generous support than FIS, SB and UB. The dxsldvln:::iu £
1t creates a new means test based on different principles and a new me sm
ecide that they did not want graduated YB
the alternative approach. This
generous FIS/SB allowances

b inistering it. If Ministers were to d

:Cause of these difficulties we should recommend
O : : F
“1d if it were thought desriable be linked with more

for
16-17 year old dependents.






