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The Rt Hon Margaret Thatcher MP
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::ﬂz Hon John Bitsen wp
Tetary of State for Trade

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer

The Rt Hon Lord Soames
Lord President of the Council

The Rt Hon John Nott MP
Secretary of State for Defence

The Rt Hon Michael Heseltine MP
Secretary of State for the
Environment

The Rt Hon David Howell MP .
Secretary of State for Energy

The Rt Hon Leon Brittan QC MP
Chief Secretary, Treasury
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The Rt Hon Mark Carlisle QC \ﬂ> The Bt Hon Hichael P
Secretary of State for Education Parlmmenta!’y Sec Jﬂlﬂing v MED 1981-82 AND BEYOND
and Science l’etary’ r. o U,\E‘IPLO\\” VT IN 1981-82 AND BEYOM
“iur? 5 AGAINS
Professor A Walters Mr J R Ibbs WS .
Prime Minister's Office Central POlicy Revy considered nemoranda on measur \gainst unemployment
i ot ® CD“NITFEE of State for Employment (E(81) 74), the secl‘etaz:y of
gecretary & ) oy y
iy i ~9C;J cation and Science (E(81) 75), the Central Policy Review
du
Sir Robert Armstrong state ((;:41) 76), the Chancellor of the Exchequer (E(81) 77), and by
B e gt PV hed to a letter of 10 July from the Prime Minister'
SR i oozt professor Walters (attache 3 - o

secretary); minutes to the Prime Minister of 13 and 14 July by
primate 5¢° o{ State for Industry, and of 13 July by the Secretary of
e sgcrewr.; ce; and a memorandum by the Secretary of State for Defence,
SUBJECT state for Defence;

Jsted under cover of his Private Secretary's letter of 15 July, on
jren
MEASURES AGAINST UNEMPLOYMENT IN 1981-82 AND BEYOND 4

sible measures which the Ministry of Defence could take to reduce
?}S..
<th wemployment, Their discussion and conclusions reached are recorded

sparately.
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CABINET

MINISTERIAL COMMITTEE ON ECONOMIC STRATEGY

LIMITED CIRCULATION ANNEX
E(81) 25th Meeting Minutes
WEDNESDAY 15 JULY 1981 at 8.15 pm

CONFIDENTTAL
GSURES AGAINST UNEMPLOYMENT IN 1981-82 AND BEYOND
Tie Committee considered memoranda on measures against unemployment by the
scretary of State for Employment (E(81) 74), the Secretary of State for
fication and Science (E(81) 75), the Central Policy Review Staff (E(81) 76),
e Chancellor of the Exchequer (E(81) 77), and by Professor Walters
lattached to a letter of 10 July from the Prime Minister's Private Secretary);
tmtes to the Prime Minister of 13 and 14 July by the Secretary of State
for Industry, and of 13 July by the Secretary of State for Defence; and a
¥urandun by the Secretary of State for Defence, circulated under cover of
tis Private Secretary's letter of 15 July, on possible measures which the

¥
WSty of Defence could take to reduce youth unemployment.

EK’;‘:‘:“Y Of' STATE FOR EMPLOYMENT said that the unemployment total

it the 59,,80: l;‘lllllm.l'gefore long, and was likely to rise above that level

there xight b: Peaks over the next year or so; if output grew a.s expected,

tsing i that @ modest fall during 1983, but the total could still be
Year. To deal with this situation, he recommended urgent

O golggts
tiv :
“iring reg-e Sction to deal with three main groups: the young, those
28 ¢ 2 ;
Hovj “fent, and the long term unemployed. Additional financial

slog e
! fecessary in 1981-82 and in 1982-83 to meet existing

© Places on the Youth Opportunities Programme (YOP)
onal places for long term skill training for young
€T 1983 there should be a comprehensive scheme
“XPerience and community service for unemployed 16 year
% the programme for up to 12 months, and in the
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meantime YOP should be developed to this end. 14 €ncourage ea;
r

retirement, and to reduce the mumbers on the unemployment, pg
age limit for the Job Release Scheme (JBS) shoulq be reduce

Ty

Gister, the
4 troy b4 to gy
3 ang gy,
ementq banegy,
Long temm

Yed, mope
opportunities should be found for voluntary service and the g iy

ddi tiong)

by February 1982 and increased again to age 64 in March 19g
aged 60 or over who had been unemployed and drawing suppl
for more than one year should be enabled to retire on the

supplementary benefit rate. To help the long teym unemplo

Enterprise Programme should be expanded, probably with the a

resources directed to particular groups in particular Areas.. The nv,
8

£1200 miy);,,

h wing Years;
the net costs to the Public Sector Borrowing Requirement would be

additional cash costs of these measures would amount to nearly

in 1982-83 and to about £1550 million in each of the two folle

around 40 per cent less when account was taken of offsetting savings i
social security benefits and for tax receipts. He estimated that the
combined effect of these measures would by March 1983 be to lower the

unemployment register by 300,000 more than now and, in his Jjudgement,

this was the minimum Decessary to contain unemployment near its present lewl,

He agreed that carefully selected capital investment would be helpful in
further reducing unemployment, but the bemefits would be relatively small,
He would contimue his efforts to bring about a widening in the differential
between the pay of the young people and of adults, but it would be some
time before any benefits could realistically be expected; relatively fev
young persons would be affected if they were removed from the scope of
Wages Councils and the main impact would be on the disadvantaged. It vas
essential to implement urgently the action which he had proposed, in o7
“to contain the growth in unemployment and to give hope of bringing gl
some reduction by 1983, and to Tespond to the recent riots in some arets
Failure to achieve thig objective would, in the fong run, be more el
in public expenditure terms and would be damaging to confidence, to ::;w
exchange rate and to interest rates. The right course was to take this
of the productivity improvements which had been made in the life f
Government and to go for growth,

THE SECRETARY oF STATE FOR
education hag an important
In the shorter term,

time
EDUCATION AND SCIENCE said that m_ll i
> 0]
Part to play in reducing youth unemp rsuaded
the Manpover Services Commission should b i

2
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use of the education service in developing YOP and, in
e mm\'lm‘::u»(r"“" education should be expanded alongside YOP and any
(: 1008e" Lel"“'v ung people. There were now signs that more young people
f:. s for -“:w‘( on in full time education and he recommended that
;re vishing f”u;c"h should be made available through the Rate Support Grant
J‘N“,gml rf’v’j educational authorities to provide more places, To provide
qable loca. of 10 per cent in those staying on, or about 50,000 young
for 88 increase st around £60 million in 1982-83 rising to £100 million in

5 0
peopler e ®

ghu85s To Tem : r
198 1 there was a strong case for paying them allowances in line
schoo.

given to YOP trainees or supplementary benefit but, in view of
o0se

ove the present financial incentive on young people to

Jeave

th th - : 4
vi nt constraints on public expenditure, he did not wish to press
the prese!

{or this change DOW.

AUFESSOR WALTERS said that while some training schemes for young people
were vorthwhile the schemes now proposed seemed designed primarily to
ut young people temporarily off the unemployment register and so were
wssetic in their approach. The economic approach would be to attack
{te main cause of unemployment: the excessive level of real wages,

wrticularly those paid to young people,
Top

He recommended that the present
scheme should not be expanded but should be supplemented by a new approach
Vhereby employment was generated by a subsidy, or tax remission scheme,

" ecourage low wages. One way might be to remit the employer's national
{strance contribution for any 16 year old during his first year in the

h_bm “arket and, perhaps, to pay a small additional grant which would

L furthey Teduce the numbers applying for YOP places. To remove the tax
#10g peape taking up their first job could be politically attractive.

Yre Whagj g SF STA?ElFOR THE ENVIRONMENT said that he would lilfe to give
telp the unemplz *dditional public sector investment projects which would
g ! las?d but, unlike some of the special employment measures,
in gy Ng benefit from the creation of wealth and assets. He
g "oTe capita) investment in housing, improvement of existing
" ey ::h:e-sale’ and schemes for environmental improvement. For some
i lateq ymes, "198% of. the' finance’ couldscome Eromithe private sector
i Telatively small injection of public funds.
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THE SECRETARY OF STATE FOR INDUSTRY said that there ya
public expenditure could lead, through higher taxation
e,

a pj
and b:k 2 gy,
Boveves, 'y Troy;, ity )
. eTe werg 4

he agreed With the Secmta 0 by

of §
8 neg ine.
Sets,

the loss of more jobs than were created.
additional or alternative expenditure,

for the Enviromment that the aim should be both to Zenerate tag,

in employment and to provide a mseful stock of Productive P Teag,
be willing to make it a condition of the provision of launch & l:e vouyg
eg new aircraft and engines, or of public Procurement, Support,
beneficiaries should maintain apprenticeship Programmes at

level and participate in the provision of YOP places,

» that the
satiﬁfactnr;
He Tecommengeq that
there should be a series of small meetings between Ministers and ingjy;
Vidua]

to persuade they
that unemployment could be reduced if there were higher Productiy:

business representatives, journalists and interviewers

ity and
hence higher profits and more investment.

THE CHANCELLOR OF THE EXCHEQUER said that he accepted that additional
financial provision should be made in 1981-82, and consequently in 1982-83
to enable the present commitments to provide places on YOP to be met and
to provide for further places for skill training. It would, however, be
premature to take decisions now on the Secretary of State for Employment's
total additional bids for 1982-85 and for the later years. The right
course was to examine them further in the.context of the Cabinet's
discussion of the 1981 Public Expenditure Survey when it would be possible
to evaluate them against other competing claims; the total of additional
bids. for 1982-85, including those for the special employment measures, ¥
in the order of £6 billion, This would give time for further study of
the options for longer—term measures to reduce unemployment, includisg
those put forward by Professor Walters for encouraging lower wages 0¥
young people, those for employment generating investment projectss e
those propsed by the Secretary of State for Education. It would als¢
be necessary o consider the implications of any additional expendito®
°“.“F1"mnt measures for the Possibilities, which would also i f,‘t’rihmio!ﬁ‘
;:I:Zi‘;:d::izlent, of reducing taxation and national 111"‘::::::;: @
Gt ’ @1 announcement now of a major new and exp public
s, in advance of the Government's decisiomson the 1981 b el
Expenditure Survey, woulq severely damage the confidence of the¢ hnaﬂ"s'
markets and woulq add to the Present pressure to increase interest 8
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s STATE FOR DEFENCE said that it would be possible for the
qwsﬂmﬂ,\ﬂ ronce t0 POV ide training or employment for up to 15,000 people
f efe

. of De three years of about £75 million., This would

fiiad otal cost over

oot B“"' Qd“m‘ increase in recruitment for the Regular and Reserve Forces;
3o by 82 ;mm“m] of short term service engagements for an initial term of

e mtraducﬂ rovision of short adventure training courses giving about

o gonthsi t;‘e iach a three week course over a 12 month period; and an

11,000 PeOP : Ministry of Defence needs, of civilian apprentices. The

intake beyeat - d be recruited from all over the country, and in particular

rentices pat ; ¢ 2
L « of high unemployment, for training at suitable Ministry of Defence
fron areas

probably Devonport and Rosyth. It would be essential for

sstablishmentss

trainees not to be included in the totals of civil servants,
these

In discussion there was general agreement that -

a. Additional provision should be made in 1981-82 and 1982-83 to
enable the present commitments on YOP places to be met, for the
necessary additional posts in the Careers Service, and for additional
places for long-term skill training.

b Those who were 60 or over and who had been unemployed and drawing
supplementary benefit for more than one year should be made eligible

for the long~term supplementary benefit rate. This would take another
4,000 People a year off the register at a cost of around £20-25 million
ayear, The Secretary of State for Social Services should arrange
' give effect 4o the change by Order.

Iﬂ!un.h = i
T discussion the following points were made -

cy

Further ¢onsideration should be given to the arrangements for

e

ad ‘;g“nemplgyment among young people in the longer term. YOP
on s ;

o b far, and it was disappointing to

Tedy,

ess so

Young :

I wo‘::"l’le U after a year in training they became unemployed.

lo be mich better if they could be given the hope of a real
" tem job

* This pointed to a package which would include
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not only training schemes, on the lines Tecommengeq by
of State for Employment, but provision for employmen
capital investment and, perhaps for the introduction

the lines of that proposed by Professor Walters,

es
"~enery,

ing

ofaso

In addity,,
public sector investment already suggested, a number o De

should be able to put forward capital investment schemeg

hegg o
0 to .
Partae,
whi voulg
ould p,

omote
for example, energy Conseryy:

If decisions were taken to go ahead with such schemes, jt

replace current expenditure within PES totals and whicp ,
beneficial to employment, and also schemes which would pp,

rivate sector investment in, p
5 tion o+,
2 Ofects,

Woulq p,

important to ensure that they provided for Productive investnepy y
8

well as for envirommental schemes.,

d. On one argument the proposed change to JRBS would be Very expensiy,
and particularly so if the age limit did not revert to 64 in March 1085,
On the other hand, JBRS had the advantage that it provided Permanent
job opportunities which would benefit not only 16 years olds but
also those slightly older and to young married people.

e. In further examination of the proposals for expanding CEP, -

consideration should be given to the possibility of offering the
unions a choice between a programme on which people would be paid
the rate for the job and a much bigger programme under which they

would be paid a lower rate representing benefit level plus a premius

THE PRDME MINISTER, summing up the discussion, said that the Committee b
the Secretary of State for Employment's proposals for the additional YOP
Places necessary to meet present. commitments, for increasing supPor* m"
lon tern <kill training, and for allowing people aged 60 or over ¥ w;
unemployed and had drawn supplementary benefit for more than one year;

draw the long, term supplementary benefit rate with the result that ﬂ‘:z.
vould be taken off the unemployment register at a relatively small C:rgs
They had considered 5 vide variety of proposals for longer ter® "

to deal with unemployment, . g
Teached decisjions on these -
outlined by the Chancellor
attracteq by the idea that,

d no?
Particularly among young people. i
Proposals and were very conscious of
of the Exchequer. Nevertheless, th?
should any further measures be dec*

5 vere
ded upo?

6
CONFIDENTIAL

CONFIDENTIAL |

age include measures going beyond those pro osed
P i advantage in ,\,,/.,_,—;‘,k,lr});gp by
w pigh ¢ State for Employment. A number of hoseititiws had been
) ~of. 8
e georetary ¢he papers before the Committee and in discussion which
in the e
Lised both onsideration and which might create both useful assets
S surther ©
rited 07 5 She would arrange for a group of the Ministers
#i® g tern Jobs.
ong s b,
i real oncerned to consider further all the proposals put forward,
jrectly ©° 5 , :
gost 41T hould also consider further, before the Cabinet met to
k)

. \inister 3
gach ViR 1981 Public Expenditure Survey, whether there was scope for
jscuss the i

c‘_r“‘ priorities within their proposed programmes to give greater weight
cdunging

t generating projects. The Committee were attracted in
g s

o eaploymen
iole by the proposals put forward by the Secretary of State for
princip. )y

jfence, They had not, however, had time to consider these proposals in
#tail, and since the cost per trainee ow employee of some of his proposals
wld turn out to be relatively high, the Secretary of State for Defence
sould consider them further with the Secretary of State for Employment

ud the Chief Secretary, Treasury,
The Committee -

L, Approved the Secretary of State for Employment's proposals in

E(81) 74 for additional financial provision in 1981-82 and 1982-83

for the expansion of the Youth Opportunities Programme, (parmaph 26.1),
for increasing support for long term skill training, (26.2

ad for providing for the long term unemployed aged over 60 who had
be?",dra"iﬂg supplementary benefit for more than one year to be

eligible for the long term supplementary benefit rate (paragraph 26.4).

2, : i
vit] ?l:n;ed the Secretary of State for Defence to discuss further
e

h 8 s
Tr ceretary of State for Employment and the Chief Secretary,
Pr?:::ry' the proposals set out n his paper attached to his
¢ Secretary's letter of 15 July,

3
“inisI::: iote that the Prime Minister would arrange for a group of
“"""Plovm X cor.'sidel" further the other measures to red\.lce

then ang 0% which haq been proposed in the memoranda circulated to
raised in thejy discussion, and to report.






